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State of Petw Bampshire

DEPARTMENT OF SAFETY

JAMES H. HAYES BLDG. 33 HAZEN DR. EDDIE EDWARDS
CONCORD, N.I1. 03305 ASSISTANT COMMISSIONER
603)271-2791 '
ROBERT L. QUINN (603) STEVEN R. LAVOIE
COMMISSIONER ASSISTANT COMMISSIONER

April 15, 2024

His Excellency, Governor Christopher T, Sununu
and the Monarable Council
State Flousce

Concord, New Hampshire 03301

REQUESTED ACTION,

Authorize the Department of Salety, Division of Homeland Sécurity and Emergency Management (HISEM) 1o enter
into a grant agreement with Pennichuck Water Works (VC#155870-B3001), Nashua, NEH 03061, in the amount of
$791,575.99 10 rehabilitale the-Bowérs "Pond DamrEllcctive upon -Governor and . Council "approval through
September 12, 2025, 100% Federal Funds,

Funding is contingent on Governor and Exccutive Council approval of an accept and expend request for $796,347.00
included on this agenda. The accept and expend request was approved by Fiscal Committee at the April 19, 2024
mecting. !

02-23-23-236010-56300000 - Dept. of Safety - FISEM - HEHPD SEY 2024
072-500574 Grants to lLocal Gov't - Federal $791,575.99

Activity Code: 231 PD 2022

EXPLANATION.

The purpose of this grant is for Pennichuck Waier. Works to rehabilitate the Bowers Pond Dam 1o meet NH
Depaniment of Environmental Services (DES) Dam Buircau requirements through site work for a concrete cut-off
wall, concrete access road, the installation of a new Articulated Concrete Block (ACB) auxiliary spiltway within the
existing structure, design, installation, maintenance;,and removal of a temporary structural cofferdam, installation of
new slide gate systems, installation of crosion and sedimentation control mcasures, and replacement ol existing
downstream stoplogs.

The grant listed above is funded by the High Flazard Potential Dams (HIHPD) grant program, which was awarded 1o
the Department of Safety, HSEM from the FFederal Emergency Management Agency (FEMA). The HIPD grant
program provides funding to sub-recipients for cost-efTéctive hazard mitigation activities thalt complement a
comprehensive mitigation program. FEMA provides HHPD funds to states that, in turn, provide sub-granis or
contracts for a variety of mitigation activities, such as project scoping -and the implementation of projects identitied
through the evaluation of high-hazard potential dams.

HHPD is 65% IFederally funded by FEMA with a 35% match requirement suppliéd by the sub-recipient. The sub-
recipient acknowledges their match obligation as part of Exhibits I3 and Clto their grant agreement.



His Excellency, Governor Christopher T. Sununu
‘and the Honorable Council

Apriil T5,2024
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Fhere are no General Funds required with this request. In the event that HHPD funds arc no longer available, General
Funds and/or Highway Funids will not be requested to support this program.

Respectfully submitled,

Ll

Robert L. Qbinn
Commissioner of Safety




GRANT AGREEMENT-

The State of New Hampshire and the Subrecipient hereby
Mutually agree as follows:
GENERAY. PROVISIONS

1, IDENTIFICATION AND DEFINITIONS

1.1, State Agency Name
NH. Department of Safety, Homeland
Securlty and Emergency Managemont

12, State Agency Address
33 Hazen Drive
Concord, NH 03305

1.3: Siib-Recipient Name
Pennithuck WaterWorks, INC. (155870-B001)

17.4:,Sub-Reclp_|cnt Address
25 Walnut Street, Nashua, NH 03061

15 Bﬁ-ﬁﬁﬁ]ﬁd?ﬂ .1.6. Accnuﬁf Numbér.

1.7..Compléton Date | 1.8. Grant Limitatlon |

800-553-5191 AU #56300000 September 12,2025 $791,575.99.
1:9. Grant.Officer. for State Agency 1.10. State Agency Telephone Number-
Virglnia Clasby, State Hazard Mitigation Officér (603) 223-4310

"By signing -thig form we certify that we bave complled with any public meedng requlument for acceplnncu of this.

-grnugncludlng if. appHcablo RSA 31 95-b."

142, Namef& ’I‘ltle of: Sub-RecipieﬂtS 01 11

.W&&Ei C’ 0.':l

fﬂame &'Tltlefpf Sub:Rectpient: Slgnor.‘.!i
GERETY ORRTS

7Sub-Reclpient Signﬂfure §

Nnme'&‘l’iﬂe ot Sub-Recipients Sigq\_o; i

1;14. Name & Title of State Agency Signor(s)

113 E t A Slgn ure(s)
. A On: 7 ;Zg _26/ Amy Neéwbury, Director of Administration

Lt

l 15 Approvﬁl byt ¢/N.H. Department of Administration, Division of Personnel (if appllcnble)

Directcr, On: I

‘ \ prnval by Attorney General (Form, Suhstanu.. and Execution) HG&C approval rcqu.tred)

Ammmt Attorney Gane!-al, On ab: Irn’zﬂ

By

L. I\T/Approval by Govemor and Councxl {ii' appﬁcnble)

On: /' {

2. ‘SERVICES: TO BE PERFORMED. The State of New
Hampxhxre, acting - lhmugb tho .agency uhnhﬁed in biock 1.1
(“Stete™);, cogages  conitractor 1_danuﬁed in block 13
¢ ‘Commcm:") to pcrform. and thc Contractor shall perform, the
work or sale of goods; or.both, igentified and more pumcular!y

'§.l.l_5lf¢c|p:ent {nfhinley 1) ‘ R o -y

ducnbcd in- the- ntl:nchcd EXHIBIT B whxch is mcorpomted

herein by meference; (“Semce.s")

Rev.7ri02¥
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3. EFFECTIVE DATE/COMPLETION OF SERVICES.
3.1 Notwithstanding any provision of this Agreement to the
contrary, and subject to the approval of the Governor and
Executive Council of the State of New Hampshire, if applicable,
this Agreement, and all obligatiens of the parties hereunder, shall
become effective on the date the Govemor and Executive
Council approve this Agreement as indicated in block 1.17,
unless no such approval is required, in which case the Agrecment
shall become effective on tho date the Agreement is signed by
the State Agency as shown in block 1.13 (“Effective Date™),

3.2 If the Contractor commences the Services prior to the
Effective Date, all Services performed by the Contractot prior to
the Effective Date shall be performed at the sole risk of the
Contractor, and in the event that this Agreement does not become
effective, the State shall have no liability to the Contractor,
including without limitation, any obligation to pay the
Contractor for any costs incurred or Services performed.
Contractor must complete all-Services by the Completion Date
specified in block 1.7,

4. CONDITIONAL NATURE OF AGREEMENT.
Notwithstanding any provision of this Agreement to the
contrary, all obligations of the State hercunder, including,
wilhout limitation, the continuance of payments hereunder, are
contingent upon the availability and continued appropristion of
funds affected by my state or federa! legislative or executive
action that reduces, eliminates or otherwise modifies the
appropriation or availability of funding for this Agreement and
the Scope for Services provided in EXHIBIT B, in whole or in
part. In no event shall the State be liable for any payments
hereunder in excess of such available appropriated funds, In the
event of a reduction or termination of appropriated funds, the
State shall have the right to withhold payment until such funds
become available, if ever, and shall have the right to reduce or
terminate the Services under this Agreement immediately upon

" giving the Contractor noticc of such reduction or termination.
The Statc shall not be required to transfer funds from any other
account or source to the Account identified in block 1.6 in the
event funds in that Account are reduced or unavailable.

5. CONTRACT PRICE/PRICE LIMITATION/
PAYMENT.

5.1 The contract price, method of payment, and terms of payment
are identified and more particularly described in"EXHIBIT C
which is incorporated herein by reference.

5.2 The payment by the State of the contract price shall be the
only and the complete reimbursement to the Contractor for all
expenses, of whatever nature incurred by the Contractor in the
performance hereof, snd shall be the only and the complete
compensation to the Contractor for the Services. The State shall
have no liability to the Confractor other than the contract price.
5.3 The State reserves the right to offset from any emounts
otherwise payable to the Contractor under this Agreement those
liquidated amounts required or permitted by N.H. RSA 80:7
through RSA 80:7-c or any other provision of law.

5.4 Notwithstanding any provision in this Agreement to the
caontrary, and notwithstanding unexpected circumstancw in no

Subrecipient [nitials: 1) AZ/IV_ | 2.;4"&&' ="

Rev 7/2021

event shall the total of all payments authorized, or actually made
hereunder, exceed the Price Limitation set forth in block [.8.

6. COMPLIANCE BY CONTRACTOR WITH LAWS
AND REGULATIONS/ EQUAL EMPLOYMENT
OPPORTUNITY.

6.1 In connection with the performance of the Services, the
Contractor shall comply with all applicable statutes, laws,
regulations, and orders of federsl, state, county or municipal
authorities which impose any obligation or duty upon the
Contractor, including, but not limited to, civil rights and equal
employment opportunity laws. In addition, if this Agreement is
funded in any part by monies of the United States, the Contractor
shall comply with all federal executive orders, rules, regulations
and statutes, and with any rules, regulations and guidelines as the
State or the United States issue to implement these regulations.
The Contractor shall also comply with all applicable intellectual
property laws.

6.2 During the term of this Agreement, the Contractor shall not
discriminate against employees or appticants for employment
because of race, color, religion, creed, age, sex, handicap, sexual
orientation, or national origin and will take affirmative action to
prevent such discrimination.

6.3. The Contractor agrees to permit the State or United States -

access to any of the Contractor's books, records and sccounts for
the purpose of escertaining complisnce with all rujes, regulations
and orders, and the covenants, terms and conditions of this
Agreement,

7. PERSONNEL.

7.1 The Contractor shall at its own expense provide all personnel
necessary to perform the Services. The Contractor warrants that
all personnel engaged in the Services shall be qualified to
pecform the Services, snd shall be properly liceased and
otherwise authorized to do so under all applicable laws.

7.2 Unless otherwise authorized in writing, during the term of
this Agreement, and for a period of six (6) months after the
Completion Date in block t.7, the Contractor shall not hire, and
shall not permit any subcontractor or other person, fim or
corporation with whom it is engaged in a combined effort to
perform the Services to hire, any person who is a State cmployee
or official, who is materially involved in the procurement,
administration or perfumance of this Agreement, This
provision shall survive termination of thls Agreement.

7.3 The Contracting Officer specified i in block 1.9, or his or her
successor, shall be the State’s representative, In the event of any
disputc conccming the interpretation of this Agrcement, the
Contracting Officer’s decision shall be final for the State.

8. EVENT OF DEFAULT/REMEDIES.

8.1 Any one or more of the following acts or emissions of the
Contractor shall constitute an ovent of default hereunder (“Event
of Default™):

8.1.1 failure to perform the Services satisfactorily or on
schedule;

8.1.2 failure fo submit any report required hereunder; and/or
8.1.3 failure to perform any other covenant, term or condition of

this Agresment.
Ay Dateﬁ'/j )
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8.2 Upon the occurrence of any Event of Default, the State may
iake any one, or mors, or all, of the following actions:

8.2.1 give the Contractor a written notice specifying the Event of
Default and requiring it to be remedicd within, in the absence of
a greater or lesser specification of time, thirty {30) days from the
date of the notice; and if the Event of Default is not timely cured,
terminate this Agrcement, effective two (2) days after giving the
Contractor notice of termination;

8.2.2 give the Contractor a written notice specifying the Event of
Default and suspending sll payments (o be made under this
Agreement and ordering that the portion of the contract price
which would otherwise accrue to the Contracter during the
period from the date of such nofice until such time as the State
determines that the Contractor has cured the Event of Default
shall never be paid to the Contractor;

8.2.3 give ihe Contractor a written notice specifying the Event of
Dcfault and sct off against any other obligations the State may
owe to the Contractor any damages the State suffers by reason of
any Event of Default; and/or

8.2.4 ive the Contractor a written notice specifying the Event of
Default, treat the Agreement as breached, terminate the
Agreement and pursue any of its remedies at taw or in equity, ar
both,

8.3. No failure by the State 10 enforce any provisions hereof after
any Event of Default shall be deemed a waiver of its rights with
regard to that Event of Default, or any subsequent Event of
Default. No express failure to enforce any Event of Defauit shall
be deemed a waiver of the right of the State to enforce each and
2li of the provisions hereof upon any further or other Event of
Default on the part of the Contractor,

9, TERMINATION.

9.1 Notwithstanding paragraph 8, the State may, at its sole
discretion, terminate the Agreement for any reason, in whole or
in part, by thirty (30) days written notice to the Contractor that
the State is exerciging its option to terminate the Agreement.
9.2 In Ihe event of an early termination of this Agreement for any
reason other than the completion of the Services, the Confractor
shall, at the State"s discretion, deliver to the Contracting Officer,
not later than fifteen (15) days after the date of termination, a
report (“Termination Report”) deseribing in detail all Services
performed, and the contruct price camed, to and including the
date of termination. The form, subject matter, content, and
number of copies of the Termination Report shall be identical to
those of any Final Report described in the attached EXHIBIT B.
In addition, at the State’s discretion, the Contractor shall, within
15 days of notice of early termination, develop and submit to the
State a Transition Plan for services under the Agreement.

10. DATA/ACCESS/CONFIDENTIALITY/
PRESERVATION.

10.1 As used in this Agreement, the word *‘data” shall mean all
information and things developed or oblained during the
performarice of, or acquired or developed by reason of, this
Agresment, including, but not limited to, alt studies, reports,
files, formulae, surveys, maps, charts, sound recordings, video
recordings, pictorinl reproductions, drawings, analyses, grephic

represeatations, computer programs, computer printouts, ngtes,
Subrecipient Initials: 1.}, '&ﬂlﬂ_J" 1 2.)# il
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letters, memoranda, papers, and documents, all whether
finished or unfinished.

10.2 All data and any property which has been received from
the State or purchased with funds provided for that purposc
under this Agreement, shall be the property of the State, and
shall be refurned to the State upon demand or upon termination
of this Agreement for any reason,

10.3 Confidentiality of data shall be governed by N.H. RS.A
chapter 91-A or other exisling law. Disclosure of data requires
prior written approval of the State.

i1, CONTRACTOR’S RELAT]ON TO THE STATE. Inthe
performance of this Agreement the Contractor is in all respects
en independent contractor, and is neither an agent nor en
employce of the State. Neither the Contractor nor any of its
officers, employees, agents or members shall have suthority to
bind the State or receive any benefits, workers’ compensation or
other emoluments provided by the State to its employees.

12. ASSIGNMENT/DELEGATION/SUBCONTRACTS,
12.1 The Contractor shall not assign, or otherwise transfer any
interest in this Agreement without the prior written notice, which
shall be provided to the State at feast fifteen {15) days prior to
the assignment, and a writien consent of the State. For purposes
of this paragruph, a Change of Control shall constitute
assignment. “Change of Control” means (&) merger,
consolidation, or a transaction or series of related transactions in
which a third party, together with its affiliates, becomes the
direct or indirect owner of fifty percent (50%) or more of the
voting shares or similar equity interests, or combincd voting
power of the Contractor, or (b} the sale of all or substantially all
of the ngsets of the Contractor.

12.2 None of the Services shall be subcontracted by (he
Contractor without prior written notice and consent of the State.
The State is entitled to copies of all subcontracts and assignment
agreements and shall not be bound by any provisions contained
in & subcontract or an assignment agreement to which it is not a
party. ,

13. INDEMNIFICATION. Unless otherwise exempted by law,
the Contractor shall indemnify and hold harmless the Stato, its
officers and cmployees, from and ngmnst any and all claims,
liabilities and costs for any personal injury or property damages,
patent or copyright mfrmgcmcnt. or other claims asscrted against
the State, its afficers or employees, which arise out of {or which
may be claimed fo arise out of) the acts or omission of the
Conlractor, or subcontractors, including but not limited to the
negligence, reckless or intentional conduct. The State shall not
be liable for any costs incurred by the Contractor erising undes
this paragreph 13. Notwithstanding the foregoing, nothing herein
contzined shzll be deemed to cosstitute a waiver of the sovereign
immunity of the State, which immunity is hereby reserved to the
State. This covenant in paragraph 13 shall survive the
termination of this Agreement.

14, INSURANCE.
14.1 The Contractor shall, at its sole expense, obtain and

jcontinuousty maintain in force, , and shall require any

Dalcﬁ&%‘}?j
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subcontractor or assignee to obiain and maintain in force, the
following insurance:

14.1.1 commercizi general liability insurance against all claims
of bodily injury, death or property damage, in amounts of not
fess than $1,000,000 per occurrence and 32,000,000 aggregate
or excess; and

14.1.2 special couse of loss coverage form covering all propetty
subject to subparagraph 10.2 herein, in an amount not less than
80% of the whole replacement value of the property.

14.2 The policies described in subparagraph 14.1 herein shall be
on policy forms and endorsements approved for use in the State
of New Hampshire by the N.H. Department of Insurance, and
izsued by insurers licensed in the State of New Hampshire. -
14.3 The Contractor shall famish to the Contracting Officer
identified in block 1.9, or his or her successor, & certificate(s) of
insurance for all insurance required under this Agreement.
Contractor shall also furnish to the Contracting Officer identified
in block 1.9, or his or her successor, certificate(s) of insurance
for all renewal(s) of insurance required under this Agreement no
later than ten (10) days prior to the expiration date of cach
insurance policy. The certificate(s) of insurance and any
renewais thereof shall be attached and are incorporated herein by
reference.

15. WORKERS® COMPENSATION.

15.1 By signing this agreement, the Contractor agrees, certifies
and warrants that the Contractor is in corapliance with or exempt
from, the requirements of N.EL. RSA chapter 281-A {“Workers'
Compensation”).

15.2 To the extent the Contractor is subject o the requirements
of N.H. RSA chapter 281-A, Contractor shall maintain, and
require any subcontractor of assignee to secure and maintain,
payment of Workers’ Compensation in connection with
activities which the person proposes to undertake pursuant to this
Agreement. The Contractor shall furnish the Contracting Officer
identified in block 1.9, or his or her successor, proof of Workers’
Compensation in the manner described in N.H. RSA chapter
281-A and any applicable renewnl(s) thereof, which shall be
attached and are incorporated herein by reference. The State
shall not be responsible for payment of any Workers’
Compensation premiums or for any other claim or benefit for
Contractor, or &ny subcontractor or employce of Contractor,
which might arise under applicable State of New Hampshire
Workers' Compensation laws in connection with the
performance of the Services under this Agreement.

16. NOTICE. Any nolice by a party hereto to the other party
shall be deemed to have been duly delivered or given at the time
of mailing by certified mail, postage prepaid, in a United States
Post Office addressed to the parties at the addresses given in
bliocks 1.2 and 1.4, herein.

17. AMENDMENT. This Agrecment may be amended, waived
or discharged only by an instrument in writing signed by the
parties hereto and only after approval of such amendment,
waiver or discharge by the Governor and Executive Council of
the State of New Hampshire unless no such approval is required

under the circumstances pursuant to Statg law, rule or policy.
Aﬁ o
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18. CHOICE OF LAW AND FORUM. This Agreement shall
be governed, interpreted and construed in eccordance with the
laws of the State of New Hampshire, and is binding upon and
inures to the benefit of the parties and their respective successors
and assigns. The wording used in this Agreement is the wording
chosen by the paries to express their mutual intent, and no rule
of construction shall be applied against or in favor of any party.
Any actions arising out of this Agreement shali be brought and
maintained in New Hampshire Superior Court which shall have
exclusive jurisdiction thereof.

19. CONFLICTING TERMS. In the event of = conflict
between the terms of this P-37 form (as modified in EXHIBIT
A) end/or attachmentis and amendment thereof, the terms of the
P-37 (as modified in EXHIBIT A) shall control.

20. THIRD PARTIES. The parties hereto do not intend lo
benefit any third parties and this Agreement shall not be
construcd to confer any such benefit.

21. HEADINGS. The headings throughout the Agreement are
for reference purposes only, and the words contained therein
shall in no waybe held to explain, modify, amplify or aid in the
interpretation, construction or meaning of the provisions of this
Agrecmaent, - -

22. SPECIAL PROVISIONS. Additional or modifying
pravisions set forth in the attached EXHIBIT A are incorporated
hereim by reference.

23. SEVERABILITY. In the event any of the provisions of this
Agreement are held by a court of competent jurisdiction to be
contrary to any state or federal law, the remaining provisions of
this Agresment will remain in full force and effect.

24, ENTIRE AGREEMENT. This Agreement, which may be
executed in a number of counterparts, each of which shall be
deemed an original, constitutes the entire agreement and
understanding between the parties, and supersedes alt prior
agreements and understandings with respect to the subject
matter hereof. ’

Rev 7/2021
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EXHIBIT A -
iSpeciaJ Provisions
1. This grant agreement may be terminated upon thirty (30) days written notice by either party.

2. Any funds advanced to “the Subrecipient” must be returned to “the State” if the grant agreement
is terminated for any reason other than completion of the project.

3. Any funds advanced to “the Subrecipient” must be expended within thirty (30) days of receiving
the advanced funds. '

4, “The Subrecipient” agrees to have an audit conducted in compliance with OMB Circular 2 CFR
200, if applicable. If a compliance audit is not required, at the end of each audit period “the
Subrecipient” will certify in writing that they have not expended the amount of federal funds that
would require a compliance audit ($750,000). [f required, they will forward for review and
clearance a copy of the completed audit(s) to “the State”.

‘Additionally, “the Subrecipient” has or will notify their auditor of the above requirements prior
to performance of the audit. “The Subrecipient” will also ensure that, if required, the entire grant
period will be covered by a compliance audit, which in some cases will mean more than one audit
must be submitted. “The Subrecipient” will advise the auditor to cite specifically that the audit
was done in accordance with OMB Circular 2 CFR 200. “The Subrecipient” will also ensure that

all records conceming this grant will be kept on file for a minimum of three (3) years from the
end of this audit period. y

Subrecipient Initials! 1. | Dnte’:égd,;éa' 2042
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EXHIBIT B

Scope of Services

1. The Department of Safety, Division of Homeland Security and Emergency Management
(hereinafter referrcd to as “the State”) is awarding Pennichuck East Utility (hereinafter reterred to
as “the Subrecipient”) $791,575.99 to rehabilitate the Bowers Pond Dam.

2. “The Subrecipient” agrees that the project grant period ends on September 12, 2025 and that a
final performance and expenditure report will be sent to “the State” by October 12, 2025.

3. “The Subrecipient” agrees to comply with all applicable federal and state laws, rules, regulations,
and requirements.

4, “The Subrecipient” shall maintain financial records, supporting documents, and all other 'pertinént
records for a period of three (3) years from the grant period end date. In these records, “the
Grantee” shall maintain documentation of the 35% cost share required by this grant.

5. 1.) Site work for concrete cut-off wall, concrete access road, etc. and for installation of a new
Articulated Concrete Block (ACB) auxiliary spillway within the existing dam structure to meet the
NHDES Dam Burean requirement for the dam to pass 2.5 times the 100-year flood elevation plus
1.0 foot of additional freeboard. The 120-foot-wide auxiliary spillway would have a crest
elevation of 179.4 feet.

2.) Design, installation, maintenance, and removal of a temporary structural cofferdam for the
demolition of the existing /former concrete intake structure and stOploglbulkhcad cofferdam at the
upstream end of the four spillway water bays for the installation of two new slide gates, and the
replacement in-kind of two existing downstream stoplog bays.

The construction of the concrete cutoff wall would require temporary lowering of Bowers Pond to
at least2-feet below the bottom of the cutoff wall to eliminate seepage and reduce potential
instability of the excavation. The structural cofferdam fot the removal of the existing/former
concrete intake would be designed and constructed to resist hydrostatic pressure to within one foot
below the top of the earthen embankment and would be designed and stamped by a licensed
Engineer.

Additional work to be completed includes:

3.) Removal and disposal of the existing aluminum cover plates located above the downstream
wood stoplogs,

4.) Removal and disposal of wood stoplogs and galvanized steel stanchions located at the
downstream wood stoplog slots in the two interior spillway bays,

5.) Removal, disposal, and replacement of the existing stoplogs and galvanized steel stanchions in
the two exterior bays,

6.) Fabrication and installation of two (2) stainless steel, double leaf, weir and slide gate systems
to be installed in the downstream stoplog slots of the middle two (2) water bays including all gate
accessories, and support frames.

7.) Installation of erosion and sedimjzﬁon control measures including dewatering, pumping, and
) 2)1‘, I Jd
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water control during construction,

8.) Removal of existing, former concrete intake structure located on the upstream and left side
(looking downstream) of the spillway. '

9,) Installation of rip rap on the downstream and right-side slope of the spillway.

10.) Installation of a 6-foot-high chain link fence and gate.

st 0BT o8B w1 el
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EXHIBIT C

Grant Amount and Payment Schedule

1. GRANT AMOUNT

Sub-Applicant Grant
Share {Federal Share) Cost Totals
Project Cost $426.233.24 $791,575.99 $ 1,217,809.23

Project Cost is 75% Federal Funds, 25% Applicant Share

Awarding Agency: Fcderal Emergency Management Agency (FEMA)

Award Title & #: High Hazard Potential Dams (HHPD) EMW-2022-GR-00151

Catalog of Federal Domestlc Assistance (CFDA) Number: 97.041

Applicant’s Unique Entity Identifier (UE1): EG6EAL1Q9B8

2. PAYMENT SCHEDULE

a.

“The Subrecipient” agrees the total payment by *“the State” under this grant agreement shall be
up to $791,575.99,

“The Subrecipient” shall submit invoices to “the State” with supporting documentation, i.c.,
copies of purchase orders, vendor invoices, and/or cancelled checks. Upon review and approval
of the invoices and supporting match documentation, “the State” will forward the funds to “the
Subrecipient”. *“The Subrecipient” shall expend the grant funds within thirty (30) days and
provide proof of this to “the State” within forty-five (45) days. i

“The State” shall reimburse up to $791,575.99 to “the Subrecipient’”” upon “the State” receiving
a reimbursement request with match documentation and appropriate backup documentation (i.e.,
copies of invoices, copies of canceled checks, and/or copies of accounting statements).

Upon contract approval, allowable match roay be incurred for this project from the start of the
federal period of performance of this grant, September 11, 2022, to the identified conpletion date
(block 1.7).

sybrecipiest tidatss DU o M Da:e&ﬁ/gM}
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State of New Hampshire
Department of State

CERTIFICATE

1, David M. Scanlan, Sccretary of State of the State of New Hampshire, do hercby certify that PENNICHUCK WATER WORKS,
INC. is a New Hampshire Profit Corporation registered to transact business in New Hampshire on January 17, 1983, 1 further
certify that alt fees and documents required by the Secretary of State’s office have been received and is in good standing as far as

this office is concerned.

Business [D; 59614
Cenrtificate Number: 0006669797

IN TESTIMONY WHEREOQF,

[ hereto set my hand and cause to be affixed
the Scal of the State of New Hampshire,
this 16th day of Apri! AD. 2024,

David M. Scanlan

Secretary of State




PENNICHUCK WATER WORKS, INC.

CORPORATE SECRETARY’S CERTIFICATE

1, Carol Ann Howe, do hereby certify that | am the duly elected Corporate Secretary of
Pennichuck Water Works, Inc. (the “Company”), a New Hampshire corporation, and that  am
authorized to execute and deliver this Certificate on behalf of the Company. In that capacity, |
do hereby further certify that: '

1. The following resolutions were adopted by the Board of Directors of the Company on
December 15, 2023; and such resolutions have not been altered, amended or repealed,
and are in full force and effect, as of the date hereof:

Resolved: that the Board of Directors, in a majority vole, accept the terms of the
Hazard Mitigation Grant Program as presented in the amount of
$791,575.99 to be used for the rehabilitation of the Bowers Pond Dam.
Furthermore, the Board of Directors acknowledges the total estimated cost
for this project is $2,250,000 and that Pennichuck Water Works will be
responsible for paying for the estimated balance of $1,458,424.01 necessary
to fully fund the completion of the rehabilitation of the Bowers.

Further

Resolved: that the officers of the Company are severally authorized, empowered and
directed to execute and deliver, in the name and on behalf of the Company,
the uforementioned'High Hazard Potential Dam (HHPD) Grant Agreement
with the Sate of NH Division of Homeland Security and Emergency
Management (NH HESM).

Further

Resolved: that the officers of the Company are hereby authorized, empowered and
directed to take any and all actions to obtain all necessary approvals for the
SRF Loan from the New Hampshire Public Utilities Commission, the New
Hampshire Department of Environmental Services, the Governor and
Executive Council; and the City of Nashua in its capacity as the sole
shareholder of Pennichuck Corporation (the Company’s parent corporation),
and any other authority determined by such officers relating to the
aforementioned HHPD Grant.

Further

Resolved: that George Torres and Donald L. Ware are severally authorized,
empowered and directed to take such actions and to execute and deliver
such documents as in the opinion of the officer or officers so acting or in the
opinion of counscl, are necessary or desirable to effect the NH HESM
HHPD Grant and to carry out the purposes of the preceding resolutions, the
taking of such actions and the execution and delivery of such documents to



_2.

be sufficient and conclusive evidence that the same are within the authority
conferred by these resolutions.

2. 1 further attest that George Torres and Donald L. Ware werc granted the authority prior to
the day the HHPD Grant Agreement was signed and that authority had not been amended or
repealed as of the day the Grant Agreement was signed.

In witness whereof, | have hereunto set my hand as Corporate Seccretary of Pennichuck Water

Works, Inc. this 19" day of December, 2023.

Carol Ann Howe
Corporate Secretary
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(\EQ MELANSON

INDEPENDENT AUDITOR’S REPORT

Board of Directors and Stockholder
Pennichuck Corporation and Subsidiaries

Opinion

We have audited the accompanying consolidated financial statements of Pennichuck Corporation
and Subsidiaries, which comprise the consolidated balance sheets as of December 31, 2022 and 2021,
and the related consolidated statements of income (loss), comprehensive income (loss), changes in
stockholder’s equity {deficit), and cash flows for the years then ended, and the related notes to
the consolidated financial statements.

in our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of Pennichuck Corporation and Subsidiaries as of December 31,
2022 and 2021, and the results of their operations and their cash flows for the years then ended
in accordance with accounting principles generally acceB;,o_edejr)ft‘ﬁé'U'r'iTﬁa’aIStates_@“f'émerica.

Basis for Opinion

We conducted our audits in accordance with audltmg standards generally accepted in the United
State of America (GAAS). Qur respons‘lbﬁltnes under those standards are further described in the
Auditor’s Responsibilities for the Audlt of;the Consolidated Financial Statements section of our
report. We are required to be mdgpendent of Pennichuck Corporation and Subsidiaries, and to
meet our other ethical responsibilities;/in accordance with the relevant ethical requirements
relating to our audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis fo’_r-burié'uditfépinion.

[ .
' Responsibilities of Managemeng;lfgi;}(tjpe Céhsolidated Financial Statements

Nk

Management is responsible for thE preparatlon and fair presentation of the consolidated
financial statements in accordance with accountlng principles generally accepted in the United
States of America, and for the ‘Hes:gn |mp|ementatlon and maintenance of internal control
relevant to the preparation and fa|r presentatlon of consolidated financial statements that are

free from material misstatement, \}rhether due to fraud or error.

Merrimack, New Hampshire
Andover, Massachusetts e :
Greenfield, Massachusetts ;:?'»-‘...
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@. MELANSON

In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about
Pennichuck Corporation and Subsidiaries’ ability to continue as a going concern for one year after
the date that the consolidated financial statements are available to be issued.

Aud"itor’s Responsihilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s repart that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with GAAS will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS, we: e bwl.":‘mh\
,-e’.“d ?'-s e 2
e Exercise professional judgment and mamtam' professmnal skepticism throughout the
audit,

o |dentify and assess the risksof: matenal misstatement of the consolidated financial
statements, whether due to/f’raud or error, and design and perform audit procedures
responsive to those risks. Such ‘procedures include examining, on a test basis, evidence
regarding the amounts and dlsclosures in the consolidated financial statements.

e Obtain an understanding of: miterna_[ control relevant to the audit in order to design audit
procedures that are appropriate’in the circumstances, but not for the purpose of
expressing an opinion jon.the effectiveness of Pennichuck Corporation and Subsidiaries’

internal control. Accordlngly,i no such opinion is expressed

¢ Evaluate the appropnateness of accountmg policies used and the reasonableness of
significant accounting estlm]ates made by management, as well as evaluate the overall
presentation of the consolrdated financial statements.

¢ Conclude whether, in our judgment there are conditions or events, considered in the :
aggregate, that raise substantlal doubt about Pennichuck Corporation and Subsidiaries’ # f."
ability to continue as a gomg.conce’rn for a reasonable pericd of time. s

Y

e
800 2872.2440 | melansoncpas.com
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Q’D MELANSON.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Molamssn

Merrimack, New Hampshire
March 21, 2023

00.282.2440 | melansoncpas.com
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PENNICHUCK CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets
As of December 31, 2022 and 2021
{(in thousands, except share data)

2022
ASSETS
Property, Plant and Equipment, net N s 247,062
Current Assets:

Cash and cash equivalents 3,138
Restricted cash - RSFs and Restricted Accounts 10,837
Restricted cash - CIAC 134
Restricted cash - Bond Project Funds 219
Accounts receivable - billed, net 5,048
Accounts receivable - unbilled, net 3,277
Accounts receivable - other 16
Inventory : ) 991
Prepaid expenses 908
Prepaid property taxes 1,064
Deferred and refundable income taxes 11
Total Current Assets 25,643

Other Assets: .
Right-of-use asset 5,101
Deferred charges and other assets 4,184
Acquisition premium, net 62,899
Total Other Assets 72,184

3

TOTAL ASSETS S 344,889

2021

S 245197

1,493
11,619
1,037
255
3,576
6,277
16

733
506
925

26,437

12,516
65,082

77,598
$ 349,232

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

4



PENNICHUCK CORPORATION AND SUBSIDIARIES

Consotidqted Balance Sheets - Continued
As of December 31, 2022 and 2021
(in thousands, except share data)

2022 2021
STOCKHOLDER'S EQUITY (DEFICIT) AND LIABILITIES
Stockholder's Equity (Deficit):
Common stock; $0.01 par vaiue; 1,000 shares
authorized, issued and outstanding 5 - s -
Additional paid in capital 30,561 30,561
Accumulated deficit {36,363) (34,381)
Accumulated other comprehensive income 524 356
Total Stockholder's Equity {Deficit) {5,278) ) (3/464)
Long-Term Debt, Less Current Portion ~
and Unamortized Debt Issuance Costs ) 229,303 - 227,063
Current Liabilities: .
Lines of credit 6,246 6,608
Current portion of long-term debt 7,999 9,149
Current portion of operating lease liability 285 -
Accounts payable 3,258 2,452
Accrued property taxes - 142
Deferred revenue 69 67
Accrued interest payable 1,389 1,341
Other accrued expenses . 278 559
Accrued wages and payroll withholding 438 387
Customer deposits and other 654 1,298
Total Current Liabilities : 20,616 22,003
Other Liabilities and Deferred Credits: . _
Deferred income taxes 14,418 14,850
Actrued pension liability 6,177 12,159
Unamortized debt premium 3,556 3,660
Deferred investment tax credits ' 338 371
Regulatory liability ' 9,894 9,906
Accrued post-retirement benefits 3,401 4,748
Customer advances 84 84
Contributions in aid of construction, net 57.306 57,302
Derivative instrument . 10 290
Long-term operating lease liability, net of current portion 4,816 z
Other long-term liabilities 248 260
Total Other Liabilities and Deferred Credits 100,248 103,630
TOTAL STOCKHOLDER'S EQUITY (DEFICIT) AND LIABILITIES 5 344,889 5 349,232

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



PENNICHUCK C(:)_RPORATION AND SUBSIDIARIES

Consolidated Statements of Income (Loss)
for the Years Ended December 31, 2022 and 2021
{in thousands)

2022 2021
Operating Revenues - S 56,081 S 52,004
Operating Expenses:
Operations and maintenance 29,003 26,707
Depreciation and amortization 8,856 8,751
Taxes other than income taxes 6,399 6,872
Total Operating Expenses 44,258 42,330
Operating Income 11,823 9,674
Interest Expense (14,114) (13,902)
Other, Net 3 340
Loss Before Provision for income Taxes {2,291) {3,888)
{Provision) Benefit for Income Taxes 587 189
Net Loss S (1,704) S (3,699)

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income (Loss)
For the Years Ended December 31, 2022 and 2021
{in thousands)

2022 2021
Net Loss s (1,704) $ (3,699)
Other Comprehensive Income {Loss):
Unrealized gain (loss) on derivatives 206 72
Reclassification of net income {loss) realized in net loss 73 {68)
Income tax provision relating to
other comprehensive income {loss) {111) 98
Other Comprehensive Income (Loss) : 168 102
Comprehensive Loss $ (1,536} S (3,597)

The accompanying notes are an integral pért of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Changes in Stockholder's Equity (Deficit)

For the Year Ended December 31, 2022
{in thousands, except per share data)

Accumulated

Additional Other
Common Stock Paid in Accumulated Comprehensive
Shares Amount Capital Deficit Income Total

Balance as of
January 1, 2022 1,000 5 - $ 30,561 $ (34,381) s 356 $ {3.464)
Common dividends declared {278) - {278)
Net loss - {1,704) (1,704)
Other comprehensive income:

Unrealized gain on derivatives,

net of taxes of 582 124 124

Reclassification of net income

realized in net loss, net of taxes

of 529 - 44 44
Balance as of ;
December 31, 2022 1,000 s - S 30,561 S {36,363) S 524 ) !5,278!

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

8



Balance as of
January 1, 2021

Common dividends declared
Net loss
Other comprehensive income:

Unrealized loss on derivatives,
net of taxes of (63}

Reclassification of net income
realized in net loss, net of
taxes of $27

Balance as of
December 31, 2021

PENNICHUCK CORPORATION AND SUBSIDIARIES

Consolidated Statement of Changes in Stockholder's Equity

For the Year Ended December 31, 2021
{in thousands, except per share data}

Accumulated

Additional Other
Common Stock Paid in Accumulated Comprehensive
Shares Amount Capital Deficit ncome Total

1,000 S $ 30561 - S (30,403) 5 254 s 412
{279} (279)

e 2 - {3,699) - (3,699)
E a3 43

59 59

1,000 ) $ 30,561 $ (34,381) 5 356 5 !3,464!

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES

: Consolidated Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021
(in thousands)

2022 2021
Cash Flows From Operating Activities:
Net Loss $ (1,704) $ (3,699)
Adjustments to reconcile net loss to net cash
provided by operating activities:
Depreciation and amortization 8,967 8,843
Amortization of deferred investment tax credits {33} (33}
Provision for deferred income taxes (557) {161)
Gain on disposition of property (345)
‘Changes in assets and liabilities:
{Increase) decrease in accounts receivable billed, unbilled and other 1,528 {1,084)
{Increase} decrease in inventory J {258) ' (135)
{Increase)} decrease in prepaid expenses (541) 365
{Increase) decrease in refundable income taxes {11)
{Increase) decrease in deferred charges and other assets 11,344 8,179
Increase {decrease} in accounts payable and deferred revenue 865 {521)
increase (decrease} in accrued property taxes {145) 145
Increase (decrease} in accrued interest payable T 48 37
Increase (decrease) in other {8,268) {(2,387)
Net cash provided by operating activities 11,235 9,204
Cash Flows From Investing Activities:
Purchase of property, plant and equipment including debt
component of allowance for funds used during construction {8,653) {8,816)
Proceeds from sale of property - 429
Net cash used for investing activities (8,653) {8,387}

{continued)

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES

Consclidated Statements of Cash Flows - Continued

For the Years Ended December 31, 2022 and 2021

{in thousands}

Cash Flows From Financing Activities:
Borrowings (payments) on lines of credit, net
Payments on long-term debt
Contributions in aid of construction
Proceeds from long-term borrowings
Debt issuance costs
Dividends paid

Net cash plrovided by {used for) financing activities
Increase (Decrease) in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of period

Cash, cash equivalents, and restricted cash at end of period

2

Cash paid during the period for:
Interest
Income taxes

Non-cash items:
Contributions in aid of construction
Forgiveness of debt

. . . b s
The accompanying notes are an integral part of these consolidated financial statements.
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Supplemental Disclosure of Cash Flow and Non-cash Items
For the Years Ended December 31, 2022 and 2021 (in thousands)

2022 2021
{362) S 1,128
{9,152} {6,046)
16 40
7,441 9,614
{323) (302)
{278) (279)
{2,658) 4,155
{76) 4,972
14,404 9,432
14,323 S 14,404
2022 2021
11,114 $ 10,907
151 105
1,381 2,003
112 89
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PENNICHUCK CORPORATION AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

Description of Business and Summary of Significant Accounting Policies

Description of Business

Pennichuck Corporation (“the Company,” “we,” or “our”) is a holding company head-
quartered in Nashua, New Hampshire with five wholly owned operating subsidiaries:
Pennichuck Water Works, Inc., (“Pennichuck Water”) Pennichuck East Utility, Inc,
{(“Pennichuck East”) and Pittsfield Aqueduct Company, Inc. (“PAC") (coltectively referred to as
the Company’s “utility subsidiaries”), which are involved in regulated water supply and
distribution to customers in New Hampshire; Pennichuck Water Service Corporation (“Service
Corporation”} which conducts non-regulated water-related services; and The Southwood
Corporation (“Southwood”) which has historically owned several parcels of undeveloped
land.

”

}
The Company’s utility subsidiaries are engaged principally in the collection, storage,
treatment and distribution of potable water to approximately 39,000 customers throughout
the State of New Hampshire. The utility subsidiaries, which are regulated by the New
Hampshire Public Utilities Commission (the “NHPUC”), are subject to the provisions of
Accounting Standards Codification ("ASC”) Topic 980 “Regulated Operations.”

Summary of Significant Accounting Policies
Basis of Presentation
The accompanying consolidated financial statements include the accounts of the Company

and its wholly owned subsidiaries. All significant intercompany transactions have been

eliminated in consolidation. )
' Use of Estimates in the Preparation of Consolidated Financiof Statements

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

Property, plant and equipment, which includes principally the water utility assets of the
Company’s utility subsidiaries, is recorded at cost plus an atlowance for funds used during
construction on major, long-term projects and includes property funded with contributions
in aid of construction.

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

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

Restricted Cash — RSF
This restricted cash balance consists of funds maintained for the Rate Stabilization Funds
{“RSF”), which was initially established in conformity with the requirements of NHPUC Order
No. 25,292, as explained more fully in Note 14 of these consclidated financial statements.
The RSF is a set of imprest funds of $5 million in the aggregate, which is subject to funding
above or below the imprest fund balance, reflecting actual revenue and/or expense
performance as it relates to prescribed revenue and specific expense levels supported by the
RSF. The excess or deficient amount (versus the $5 million imprest balances) is subject to
return or collection to rate payers over the succeeding three-year period of time, as of the
rate order issued with the next promulgated rate case filing. On November 7, 2017, the
NHPUC approved and issued QOrder No. 26,070 which established new rates for Pennichuck
Water. In addition, the rate order then authorized the reallocation of the initial and existing
$5,000,000 RSF among the Company’s utility subsidiaries. Such that, Pennichuck Water’s
allocated share of the RSF funds would now be $3,920,000, with the remaining balance of
$1,080,000 to be allocated between Pennichuck East and PAC. Rate order No. 26,179, under
docket DW 17-128 then allocated 5980,000 of the $1,080,000 to Pennichuck East with the
remaining $100,000 to PAC (for which the approval to allocate these funds to PAC was
approved in November 2021 with rate order No. 26,544, in docket DW 20-153). The purpese
for splitting and allocating the original RSF funds amongst the regulated subsidiary companies
was to provide additional reserves at the individual entity level, which would aid in ensuring
sufficient capital reserve funds are available to each entity Company, to support its
operations. For the years ended December 31, 2022 and 2021, the aggregated balances in
the RSFs and restricted cash accounts were approximately $10.8 million and $11.6 million,
respectively.

13



Restricted Cash — CIAC .

This restricted cash balance consists of funds maintained for the income tax impact from
Contributions in Aid of Construction (“CIAC"), which was established in conformity with the
NHPUC approval provided to the Company’s regulated utilities on November 27, 2019. This
amendment to the Company’s tariffs allows for the recovery from developers and other CIAC
contributors, the tax costs needed to fully fund the associated tax liability created from the
elimination of an exemption whereby CIAC to water utilities was exempt from taxation, was
eliminated with the passage of the Tax Cuts and Jobs Act of 2017 (“the TCIA"). The
Infrastructure Investment and Jobs act of 2021 retroactively made CIAC non-taxable for
federal tax, reversing the effect federally of the TCJIA, Whereas the taxation of CIAC for NH
Business Profits Taxes remained in effect. Subsequently, in April 2022, legislation was passed
in New Hampshire to reinstate the non-taxability of water utility CIAC for Business Profits
Taxes. As such, the Company was able to cease collection of these taxes for both Federal and
State purposes, after effective dates that the exemptions were reinstated. For the years
ended December 31, 2022 and 2021, the balances in this restricted cash account were
approximately $134,000 and $1.0 million, respectively. In accordance with the amended
tariffs, these funds are the first used to pay for income tax liability payments incurred by the
Company, when and if actually incurred.

Restricted Cash — Bond Project Funds

This restricted cash balance consists of funds remaining from the issuance or funding of
semiannual debt service requirements of the Series 2014, 2019, 2020, 2021 and 2022 tax-
exempt bonds (the “Bonds”) in December of 2014, April of 2019, April and August of 2020,
and April 2021 and April 2022, respectively. The proceeds from those bond issuance
transactions are maintained in separate restricted cash accounts, with Trustee oversight, and
are subject to withdrawal as a reimbursement of eligible capital project expenditures for the
years 2014 through 2022, as defined by the indenture and issuance documents associated
with each offering. The restricted cash accounts are also used as a “conduit” for the transfer
of money from operating cash to restricted cash, allowing the Trustee to make the required
payments to bondholders for principal and interest due semi-annually.

As of December 31, 2021, the funds in these restricted cash accounts totaled approximately
$255,000. During 2022, approximately $258,000 was withdrawn from the restricted cash
accounts to make the principal and interest payments for the Bonds, on January 1, July 1 and
October 1. In December 2022, approximately $222,000 was transferred into these restricted
cash accounts from the Company’s operating cash accounts, to provide the funds needed to
make the net principal and interest payments due on lanuary 1, 2023 for the Bonds. As of
December 31, 2022, the funds in these restricted cash accounts totaled approximately
$219,000.
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Concentration of Credit Risks

Financial instruments that subject the Company to credit risk consist primarily of cash
{including cash equivalents and restricted cash) and accounts receivable. Cash balances are
invested in financial institutions insured by the Federal Deposit Insurance Corporation
{“FDIC”). At December 31, 2022 and 2021, the Company had approximately $14,000,000 and
514,500,000 in excess of FDIC insured limits, respectively. Qur accounts receivable balances
primarily represent amounts due from the residential, commercial and industrial customers
of our regulated water utility operations, as well as receivables from our Service Corporation
customers. '

Accounts Receivable — Billed, Net
Water utility accounts receivable (regutated) are recorded at invoiced amounts.

Non-regulated accounts receivable are recorded based upon contracted prices when the
Company obtains an unconditional right to payment under the terms of the contract.

The allowance for doubtful accounts is our best estimate of the amount of probable credit
losses in our existing accounts receivable and is determined based’ on historical write-off
experience and the aging of account balances. We review the allowance for doubtful
accounts quarterly. Account balances are written off against the allowance when it is
probable the receivable will not be recovered.

Accounts Receivable — Unbilled, Net

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

Inventory
Inventory is stated at the lower of cost or net realizable value, cost being determined using
the average cost method which approximates the first-in, first-out (FIFO) method.

Deferred Charges and Other Assets )

Deferred charges include certain regulatory assets and other assets. Regulatory assets are
amortized over the periods they are recovered through NHPUC-authorized water rates. The
Company’s utility subsidiaries have recorded certain regulatory assets in cases where the
NHPUC has permitted, or is expected to permit, recovery of these costs over future periods.
Currently, the regulatory assets are being amortized over periods ranging from 2 to 25 years.
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Unamortized Debt Issuance Costs

Unamortized debt issuance costs are amortized over the original term of the related bonds
and notes. The Company’s utility subsidiaries have recorded unamortized debt issuance costs
in cases where the NHPUC has permitted, or is expected to permit, recovery of these costs
over future periods. The debt issuance costs are being amortized over the original lives of the
associated debt.

Contributions in Aid of Construction

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

Paycheck Protection Program Loan

The Company accounted for its Paycheck Protection Program (PPP) loan in accordance with
the guidelines established by the Financial Accounting Standards Board (FASB) ASC 470,
“Debt”. The guidance required the Company to account for the proceeds from the PPP loan
as debt and apply interest considering the ten-month interest payment deferral allowed for
the loan. The Company elected to report the PPP loan.as long-term debt until forgiveness was
received or denied. J

Revenue Recognition — Regulated Entities

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

Revenue Recognition - Non-Regulated Entities
The Company derives its non-regulated revenues primarily from water management services
which include contract operations.and maintenance, and water testing and billing services to
municipalities and small, privately owned community water systems. Revenue is measured
based on consideration specified in contracts with customers. The Company recognizes
~ revenue when it satisfies performance obligations under the terms of the contract which
generally occurs with the transfer of control of the services to the customer. Revenues from
unplanned additional work are based upon time and materials incurred in connection with
activities not specifically identified in the contract, or for which work levels exceed contracted
amounts.
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Revenues from real estate operations, other than undistributed earnings or losses from
equity method joint ventures, are recorded upon completion of a sale of real property. The
Company’s real estate holdings outside of the Company’s utility subsidiaries are comprised
primarily of undeveloped land.

The Company does not have any significant financing components as payment is received at
or shortly after the point of sale.

Contract Combination

‘To determine the proper revenue recognition method for contracts, the Company evaluates
whether two or more contracts should be cambined and accounted for as one single contract
and whether the combined or single contract should be accounted for as more than one
performance obligation. This evaluation requires significant judgment and the decision to
combine a group of contracts or separate a combined or single contract into multiple
performance obligations could change the amount of revenue and profit recorded in a given
period. Contracts are considered to have a single performance obligation if the promise to
transfer the individual goods or services is not separately identifiable from other promises in
the contracts, which is mainly because the Company provides a significant service of
integrating a complex set of tasks and components into a single project or capability.

For contracts with multipte performance obligations, the Company allocates the transaction
price to each performance obligation using management’s best estimate of the standalone
selling price of each distinct good or service in the contract. In cases where the Company does
not provide the distinct good or service on a standalone basis, the primary method used to
estimate standalone selling price is the expected cost plus a margin approach, under which
management forecasts the Company’s expected costs of satisfying a performance obligation
and then adds an appropriate margin for that distinct good or service.

Performance Qbligations

For performance obligations related to operations, planned maintenance, and water testing
and billing services, control transfers to the customer over time as the services are provided.
These services are sold primarily to municipalities or small, privately owned community water
systems. The majority of the Company’s unplanned maintenance contracts are billed on a
time and materials basis and revenue is recognized over time as the services are performed.
The majority of the Company’s operations, planned maintenance, and water testing and
billing contracts are billed on a fixed price basis. For fixed price contracts, the Company
measures its progress towards cbmplete satisfaction of the performance obligation using a
time-based measure. This method is used because management considers time elapsed to
be the best available measure of progress on contracts.

Contract Estimates and Modifications

Due to the nature of the work required to be performed on many of the Company’s
performance obligations, the estimation of total revenue and cost at completion is complex,
subject to many variables and requires significant judgment.
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As a significant change in one or more of these estimates could affect the profitability of the
Company’s contracts, management reviews and updates the Company’s contract-related
estimates regularly through a Company-wide project review process in which management
reviews the progress and execution of the Company’s performance obligations and the
estimate at completion. As part of this process, management reviews information including,
but not limited to, any outstanding key contract matters, progress towards completion and
the related program schedule, and the related changes in estimates of revenues and costs.
Management must make assumptions and estimates regarding labor productivity and
availability, the complexity of the work to be performed, the cost and availability of materiats,
among other variables. 2

1

The Company recognizes adjustments in estimated profit on contracts under the cumulative
catch-up methed. Under this method, the impact of the adjustment on profit recorded to
date is recognized in the period the adjustment is identified. Revenue and profit in future
periods of contract performance is recognized using the adjusted estimate. If at any time the
estimate of contract profitability indicates an anticipated loss on the contract, the Company
recognizes the total loss in the period it is identified.

Variable Consideration

Variable consideration is estimated at the mast likely amount to which the Company is
expected to be entitled. Any variable consideration is included in the transaction price to the
extent it is probable that a significant reversal of cumulative revenue recognized will not
occur when the uncertainty associated with the variable consideration is resolved. Estimates
of variable consideration and the determination of whether to include estimated amounts in
the transaction price are based largely on assessments of legal enforceability, the Company’s
performance, and all information {historical, current, and forécasted} that is reasonably
available to management. ‘

Variable consideration is allocated entirely to a performance obligation or to a distinct good
or service within a performance obligation if it relates specifically to efforts to satisfy the
performance obligation or transfer.the distinct good or service, and the altocation depicts the
amount of consideration the Company expects to be entitled.

Significant Judgments

The Company recognizes contract revenue for financial reporting purposes over time.
Progress toward completion of the Company’s contracts is measured using a time-based
criterion for each contract and requires significant judgment. This method is used because
management considers time-elapsed to be the best available measure of progress on
contracts.
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Contract Assets and Liabilities

Billing practices are governed by the contract terms of each project based upon achievement
of milestones or pre-agreed schedules. Billings do not necessarily correlate with revenue
recognized using a time-elapsed method of revenue recognition. Contract assets include
unbilled amounts typically resulting from revenue under long-term contracts when the time-
elapsed method of revenue recognition is utilized and revenue recognized exceeds the
amount billed to the customer, and right to payment is not unconditional. Contract liabilities
consist of deferred revenue.

Contract assets and liabilities are reported in a net position on a contract-by-contract basis at
the end of each reporting period. The Company classifies, deferred revenue as current or
noncurrent based on the timing of when revenue is expected to be recognized. The current
portion of deferred revenue is included in current liabilities in the Consolidated Balance
Sheets.

Practical Expedients
The Company generally expenses pre-contract costs when incurred because the amortization
period would have been one year or less.

Leases

The Company is the lessee in several noncancellable operating leases, for corporate office
space and other office equipment. The Company determines if an arrangement is a lease, or
contains a lease, at inception of a contract and when the terms of an existing contract are
changed. The Company recognizes a lease liability and a right-of-use (ROU) asset at the
commencement date of the lease. The lease liability is initially and subsequently recognized
based on the present value of its future lease payments. Variable payments are included in
the future lease payments when those variable payments depend on an index or a rate. The
Company generally does not have access to the rate implicit in the lease, and therefore the
Company utilizes its incremental borrowing rate as the discount rate for real estate and the
risk-free rate as the discount rate for office equipment at the lease commencement date for
all classes of underlying assets. The Company’s incremental borrowing rate for a lease is the
rate of interest it would have to pay on a collateralized basis to borrow an amount equal to
the lease payments under similar terms and in a similar economic environment. The ROU
asset is subsequently measured throughout the lease term at the amount of the remeasured
lease liability {i.e., present value of the remaining lease payments), plus unamortized initial
direct costs, plus (minus) any prepaid {accrued) lease payments, less the unamortized balance
of lease incentives received, and any impairment recognized. Lease cost for operating lease
payments is recognized on a straight-line basis over the lease term. Lease cost for finance
lease payments is recognized on a straight-line basis over the lease term for the ROU asset
amaortization plus interest expense for the period.
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The Company has elected, for all underlying classes of assets, ta not recognize ROU assets
and lease liabilities for short-term leases that have a lease term of 12 months or less at lease
commencement, and do not include an option to purchase the underlying asset that the
Company is reasonably. certain to exercise. The Company recognizes lease cost associated
with short-term leases on a straight-line basis over the lease term. The Company made an
accounting policy eléction by class of underlying asset, for office equipment, to account for
each separate lease component of a contract and-its associated non-lease components
(lessor-provided maintenance) as a single lease component.

Income Taxes

Income taxes are recorded using the accrual method and the provision for federal and state
income taxes is based on income reported in the consolidated financial statements, adjusted
for items not recognized for income tax purposes. Provisions for deferred income taxes
are recognized for accelerated depreciation and other temporary differences. A valuation
allowance is provided to offset any net deferred tax assets if, based upon available evidence,
it is more likely than not that some or all of the deferred tax assets will not be realized.
Investment tax credits previously realized for income tax purposes are amortized for financial
statement purposes over the life of the property, giving rise to the credit.

Adoption of New Accounting Standards .

Effective January 1, 2022, the Company adopted FASB ASC 842, Legses. The ‘Company
determines if an arrangement contains a lease at inception based on whether the Company
has the right to control the asset during the contract period and other facts and
circumstances, The Company elected the package of practical expedients permitted under
the transition guidance within the new standard, which among other things, allowed it to
carry forward the historical lease classification. The Company elected the short-term lease
recognition exemption for all leases that qualify. Consequently, for those leases that qualify,
the Company will not recognize right-of-use assets or lease liabilities on the consolidated
balance sheet. The Company generally does not have access to the rate implicit in the lease,
and therefore the Company utilizes its incremental borrowing for real estate and the risk-free
rate for office equipment as the discount rate.

Adoption of ASC 842 resulted in the recognition of ROU assets of $5,400,762 and operating
lease liabilities of $5,400,762 as of January 1, 2022. Results for periods beginning prior to
January 1, 2022 continue to be reported in accordance with the Company’s historical
accounting treatment. Adoption of ASC 842 did not have a material impact on the Company’s
results of operations and cash flows. See Note 7.

See Summary of Significant Accounting Policies, Leases, above for further discussion of the

effects of adopting ASC 842 on our significant accounting policies.

I

20



2.  Property, Plant and Equipment

The components of property, plant and equipment as of December 31, 2022 and 2021 were

as follows:
. ‘ Useful Lives
{in thousands) - 2022 2021 {in years)
Utility Property:
Land and land rights 5 5,963 S 5,956 -
Source of supply 73,535 74,318 3-70
Pumping and purification 32,901 32,374 7-64
Transmission and distribution, including
services, meters and hydrants 206,375 202,139 . 15-91
General and other equipment 17,626 17,017 7-75
Intangible plant 790 790 20
Construction work in progress 1,234 376
Total utility property 338,424 . 332,970
Total non-utility property 5 5 5-10
Total property, plant and equipment 338,429 332,975
Less accumulated depreciation {91,367} (87,778)
Property, Plant and Equipment, net 5 247,062 S 245,197

The provision for depreciation is computed on the straight-line method over the estimated
useful lives of the assets, which range from 3 to 91 years. The weighted average composite
depreciation rate was 2.42% and 2.44% in 2022 and 2021, respectively.

3. Restricted Cash

The following table provides a reconciliation of cash, cash equivalents, and restricted cash
reported within the consolidated balance sheets that sum to the total of the same such
amounts shown in the consolidated statements of cash flows.

{in thousands) 2022 2021

Cash and cash equivalents $ 3138 $§ 1,493
Restricted cash - RSFs and Restricted Accounts 10,837 11,618
Restricted cash - CIAC 134 1,037
Restricted cash - Bond Project Funds 219 255

Total cash, cash equivalents and restricted cash
shown in the consolidated statements of cash flows $ 14,328  $ 14,404
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Amounts included in restricted cash represént those required to be set aside as outlined in
Note 1.

4. Accounts Receivable

Accounts receivable consisted of the following at December 31, 2022 and 2021:

{in thousands) 2022 2021
Accounts receivable - billed $ 5118 S 3,663
Less allowance for doubtful accounts (70 {87)
Accounts receivable - billed, net . S 5048 S 3,576
Accounts receivable - unbilled S 3,277 S 6,277

Less allowance for doubtful accounts

Accounts receivable - unbilled, net S 3,277 S 6,277

5. Deferred Charges and Other Assets

/
i

Deferred charges and other assets as of December 31, 2022 and 2021 consisted of the

following:
Recovery
Period
(in thousands) ' 2022 2021 {in years)
Regulatory assets: ' _
Source development charges $ 908 $ 1,016 5-25
Miscellaneous studies 1,031 1,099 2-25
Unrecovered pension and post-retirement
benefits expense 1,379 9,560 il
Total regulatory assets 3,318 11,675
Supplemental executive retirement plan asset 866 841 &
Total deferred charges and other assets S 4,184 $ 12,516

M e expect to recover these amounts consistent with the anticipated expense recognition of these assets.

22



Post-Retirement Benefit Plans

Pension Plan and Other Post-Retirement Benefits

The Company has a non-contributory, defined benefit pension plan (the “DB Plan”) that
covers substantially all employees. The benefits are based on years of service and participant
compensation levels. The Company’s funding policy is to contribute annual amounts that
meet the requirements for funding under the U.S. Department of Labor’s Pension Protection
Act. Contributions are intended to provide not only for benefits attributed to service to date,
but also for those expected to be earned in the future.

Post-retirement medical benefits are provided for eligible retired employees through one of
two plans (collectively referred to as our “OPEB Plans”). For employees who retire on or after
the normal retirement age of 65, benefits are provided through a post-retirement plan (the
“Post-65 Plan”). For eligible non-union employees who retire prior to their normal retirement
age and who have met certain age and service requirements, benefits are provided through
a post-employment medical plan {the “Post-employment Plan”). Future benefits under the
Post-65 Plan increase annually based on the actual percentage of wage and salary increases
earned from the plan inception date to the normal retirement date. The benefits under the
Post-employment Plan allow for the continuity of medical benefits coverage at group rates
from the employee’s retirement date until the employee becomes eligible for Medicare,
which are fully funded by the retiree. The liability related to the Post-65 Plan will be funded
from the general assets of our Company.

Upon retirement, if a qualifying employee elects to receive medical benefits under our
Post-65 Plan, we pay up to a maximum monthly benefit of 5393 based on years of service.
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The following table sets forth information regarding our OB Plan and our OPEB Plans as of
December 31, 2022 and for the year then ended:

{in thousands) DB Plan OPEB Plans
Projected benefit obligations 5 29,787 S 3,878
Employer contribution 863 11
Benefits paid, excluding expenses {862} (91)
Fair value of plan assets ' 23,610 524
Accumulated benefit obligation 27,616 -
Funded status {6,177) (3,401)
Net periodic benefit cost 1,310 368

Amount of the funded status recognized in the
Consolidated Balance Sheet consisted of:
Current liability -
Non-current liability ' {6,177) (3,401)

Total $ (6,177) $ (3,401)

The following table sets forth information regarding our DB Plan and our OPEB Plans as of
De;cember 31, 2021 and for the year then ended:

{in thousands) DB Plan QPEB Plans
Projected benefit obligations S 39,455 S 5,443
Employer contribution 1,144 11
Benefits paid, excluding expenses (839) (85)
Fair value of plan assets 27,296 695
Accumulated benefit obligation 35,558 -
Funded status 5 (12,159) {4,748)
Net periodic benefit cost 1,950 415
Amount of the funded status recognized in the

Consolidated Balance Sheet consisted of:

Current liability - -

Non-current liability (12,159) {4,748)

Total (12,159) $ (4,748)

The components of net periodic benefit cost other than the service cost component are
included in the line item operations and maintenance in the consolidated statements of
income (loss), as the amounts are immaterial to these consolidated financial statements.
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Changes in plan assets and benefit obligations recognized in regulatory assets, for the year

ended December 31, 2022, were as follows:

{in thousands)

Regulatory asset balance, beginning of period
Net actuarial gain incurred during the period
Prior service cost incurred during the period
Recognized net actuarial gain

Regulatory asset balance, end of period

DB Plan OPEB Plans
S 8,454 S 1,106
(6,099) (1,730)
3 16
(330) (38)
5 2,025 s 646

Changes in plan assets and benefit obligations recognized in regulatory assets, for the year

ended December 31, 2021, were as follows:

(in thousands)

Regulatory asset balance, beginning of period
Net actuarial gain incurred during the period
Prior service cost incurred during the period
Recognized net actua rial gain

Regulatory asset balani:e, end of period

DB Plan OPEB Plans
5 12,525 ) 1,672
(3,420) _ (510}
; . 16
_esy (1)
S 8,454 S 1,106

Amounts recognized in regulatory assets for the DB and GPEB Plans that have not yet been
recognized as components of net periodic benefit cost of the following as of December 31,

2022:

(in thousands)

Net actuarial {gain) loss
Prior service cost

Regulatory asset

DB Plan OPEB Plans

$ 2,025 5 (563)
= _(83)

$ 2,025 S {646)

Amounts recognized in regulatory assets for the DB and OPEB Plans that have not yet been
recognized as components of net periodic benefit cost of the following as of December 31,

2021:

(in thousands)

Net actuarial {oss
Prior service cost

Regulatory asset
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The key assumptions used to value benefit obligations and calculate net periodic benefit cost
for our DB and QPEB Plans include the following: :

2022 2021
Discount rate for net periodic benefit cost, beginning of year 2.74% 2.39%
Discount rate for benefit obligations, end of year (a) 4.98% 2.74%
Expected return on plan assets for the period (net of investment expenses)  7.00% 7.00%
Rate of compensation increase, beginning of year 3.00% 3.00%
Healthcare cost trend rate {applicable only to OPEB Plans) 5.00% | 5.50%

“l An increase ordecrease in the discount rate 6f 0.5% would result In a change in the funded status as of December
31, 2022, forthe DB Plan and the OPEB Plans of approximately $2.0 million and $291 thousand, respectively.

The estimated net actuarial loss for our D8 Plan that will be amortized in 2023 from the
regulatory assets into net periodic benefit costs is $2,025. The estimated net actuarial gain
and prior service cost for our OPEB Plans that will be amortized in 2023 from the regulatory
assets into net periodic benefit costs is $646.

In establishing its investment policy, the Company has considered the fact that the DB Plan is
a major retirement vehicle for its employees and the basic goal underlying the establishment
of the policy is to provide that the assets of the DB Plan are invested in accordance with the
asset allocation range targets to achieve our expected return on DB Plan assets. The
Company's investment strategy applies to its OPEB Plans as well as the DB Plan. The expected
long-term rate of return on DB Plan and OPEB Plan assets is based on the Plans’ expected
asset allocation, expected returns on various classes of Plan assets, as well as historical
returns.

The assets of our Post-65 Plan are held in two separate Voluntary Employee Beneficiary
Association (“VEBA”) trusts. The VEBA plan assets are maintained in directed trust accounts
at a commercial bank.
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" The investment strategy for the Company’s DB Plan and OPEB Plans utilizes several different
asset classes with varying risk/return characteristics. The following table indicates the asset
allocation percentages of the fair value of the DB Plan and OPEB Plans’ assets for each major
type of plan asset as of December 31, 2022, as well as the targeted allocation range:

DB Plan OPEB Plans

Asset Asset -
Allocation Allocation
Range Range
Equities 61% - 30% - 100% 71% 30% - 100%
Fixed income 15% 20% - 70% 16% 0% - 50%
Cash and cash equivalents 24% 0% - 15% 13% 0% - 15%
Total 100% 100%

The following table indicates the asset allocation percentages of the fair value of the DB Plan -
and OPEB Plans’ assets for-each major type of pIan asset as of December 31, 2021, as well as
the targeted allocation range:

DB Plan OPEB Plans
Asset Asset
Alocation Allocation
Range ' Range
Equities 61% 30% - 100% 74% 30% - 100%
Fixed income 15% 20% -.70% 17% 0% - 50%
Cash and cash equivalents 24% 0% - 15% 9% 0% - 15%
Total 100% 100%

Management uses its best judgment in estimating the fair value of its financial instruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substan-
tially all financial instruments, the fair value estimates herein are not necessarily indicative of
the amounts that we could realize in a sales transaction for these instruments. The estimated .
fair value amounts have been measured as of year-end and have not been reevaluated or
updated for purposes of these consolidated financial statements subsequent to those
respective dates. |
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Investments in common stock and mutual funds are stated at fair value by reference to
quoted market prices. Maney market funds are valued utilizing the net asset value per unit
based on the fair value of the underlying assets as determined by the directed trustee.

The DB Plan also holds assets under an immediate participation guarantee group annuity
contract with a life insurance company. The assets under the contract are invested in pooled
separate accounts and in a general investment account. The pooled separate accounts are
valued based on net asset value (NAV) per unit of participation in the fund. The NAV is used
as a practical expedient to estimate fair values. This practical expedient is not used when it is
determined to be probable that the fund will sell the investment for an amount different than
that reported at NAV. These accounts have no unfunded commitments or significant
redemption restrictions at year-end. The value of these units is determined by the trustee
based on the current market values of the underlying assets of the pooled separate accounts.
Therefore, the value of the pooled separate accounts is deemed to be at estimated fair value.

The general investment account is not actively traded, and significant other observable inputs
are not available. The fair value of the general investment account is calculated by discounting
the related cash flows based on current yields of similar instruments with comparable durations.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while the Plan’s management
believes the valuation methodologies are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain investments could result in a different fair value measurement at the reporting date.

A fair value hierarchy which prioritizes the inputs to valuation methods is used to measure
fair vatue. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs {Level 3 measurements).
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The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used
as of December 31, 2022 was as follows:

{in thousands) Fair Value Level 1 Level 2 Level 3
DB Plan:
Guaranteed Interest Accounts $ 5,668 S . S - $ 5,668
Total Assets in the Fair Value Hierarchy 5,668 - - 5,668~
Investments measured at net asset value® 17,942 - - =
DB Plan Investments, at Fair Value 23,610 . . 5,668
OPEB Plans:
Commmon stocks 276 276 - -
Mutual funds 96 96 -
Fixed incorme funds 85 85 . - -
Money market funds 67 - 67 -
Total Assets in the Fair Value Hierarchy 524 457 67 -
Investments measured at net asset value™ E A .
OPEB Plans Investments, at Fair Value 524 457 67 -
Totals S 24,134 S - 457 S 67 S 5,668

{a) In accordance with Subtopic 820-10, certain investments that were measured at fair value using the net asset value
per share {or its equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statements of assets available for benefits of the Plans.
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The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used
as of December 31, 2021 was as follows:

{in thousands) Fair Value Level 1 Level 2 Level 3
DB Plan:
Guaranteed Interest Accounts }S 6,642 5 = S 8 S 6,642
Total Assets in the Fair Value Hierarchy 6,642 - 6,642
Investments measured at net asset value™ 20,654 : . -
DB Plan Investments, at Fair Value 27,296 - - 6,642 ,
OPEB Plans:
Common stocks 373 373
Mutual funds 138 138 - -
Fixed income funds 120 1120
Money market funds 63 - 63 -
Total Assets in the Fair Value Hierarchy : 694 631 63
Investments measured at net asset value‘a) - - -
OPEB Plans Investments, at Fair Value 694 631 63 -
Totals S 27,990 S 631 S 63 S 6,642

{a) In accordance with Subtopic 820-10, certain investments that were measured at fairvalue using the net assetvalue
per share {or its equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit recanciliation of the fair value hierarchy to the amounis
presented in the statements of assets available for benefits of the Plans,

Level 1: Based on quoted prices in active markets for identical assets.
Level 2: Based on significant observable inputs.
Level 3: Based on significant unobservable inputs.

The following table summarizes investments at fair value based on NAV per share as of
December 31, 2022 and 2021, respectively:

{in thousands) Fair Value

December 31, 2022
Pooled Separate Accounts:
Equities S 14,377
Fixed Income 3,565

Total Pooled Separate Accounts & 17,942

December 31, 2021
Pooled Separate Accounts:
Equities $ 16,648
Fixed Income 4,006

Total Pooled Separate Accounts $ 20,654
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The foliowing table presents a period-end reconciliation of DB Plan assets measured and
recorded at fair value on a recurring basis, using significant unobservable inputs {Level 3):

{in thousands) 2022 2021

Balance, beginning of year S 6,642 S 5,731
Plan transfers {381) 202
Contributions 216 599
Benefits paid {874) -

Return on plan assets (net of investment expenses) - b5 110
Balance, end of year S 5,668 S 6,642

In order to satisfy the minimum funding requirements of the Employee Retirement Income
Security Act of 1974, applicable to defined benefit pension plans, the Company anticipates it
will contribute approximately 50.75 million to the DB Plan in 2023.

The following maximum benefit payments, which reflect expected future service, as appro-
priate, are expected to be paid in the years indicated:

(in thousands) DB Plan OPEB Plans
2023 S 1,225 S 115
2024 1,401 129
2025 1,521 140
2026 1,589 151
2027 1,736 169
2028 and thereafter 10,429 1,060
Total S 17,901 S 1,764

Because the Company is subject to regulation in the state in which it operates, we are
required to maintain our accounts in accordance with the regulatory authority’s rules and
regulations. In those instances, we follow the guidance of ASC Topic 980 (“Regulated
Operations”). Based on prior regulatory practice, we recorded underfunded DB Plan and
OPEB Plan obligations as a regulatory asset, and we expect to recover those costs in rates
charged to customers.

Defined Contribution Plan

In addition to the defined benefit plan, the Company provides and maintains a defined
contribution plan covering substantially all employees. Under this plan, the Company
matches 100% of the first 3% of each participating employee’s eligible compensation
contributed to the plan. The matching employer’s contributions, recorded as operating
expenses, were approximately $311,000 and $294,000 for the years ended December 31,
2022 and 2021, respectively.
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Leases

The Company leases its corporate office facilities and office equipment for various terms
under long-term, noncancelahle operating lease agreements. The leases expire at various
dates through 2025 and provide for renewal options ranging from 3 months to 5 years. The
exercise of these renewal options is at the sole discretion of the Company, and only lease
options that the Company believes are reasonably certain to exercise are included in the
measurement of the lease assets and liabilities. In the normal course of business, it is
expected that these ieases will be renewed or replaced by leases on other properties.

Operating lease costs were approximately 5383,000 during the year ended December 31,
2022. These costs are primarily related to long-term operating leases but may also include
immaterial amounts for variable lease payments and short-term leases with terms greater
than 30 days.

During the year ended December 31, 2022, the Company had the following cash and non-
cash activities related to leases:

{in thousands)
Cash paid for amounts included in the
measurement of lease liabilities:

Operating cash flows for operating leases S 383
Non-cash investing and financing activities:

ROU assets obtained in exchange

for lease liabilities:

Operating leases S 5401

Weighted average lease term and discount rate as of December 31, 2022 were as follows:

Weighted average remaining lease term 9.88
Weighted average discount rate 5.00%
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Maturities of lease liabilities under noncancellable operating leases as of December 31, 2022,
are as follows for the years'ending December 31:

(in thousands)

2023 $ 380
2024 380
2025 380
2026 380
2027 380
Thereafter ' 8,729
Total lease payments 10,629
Less imputed interest (5,528)
Present value of lease liability S 5,101

Rent expense, as previously definéd under FASB ASC 840, for all operating leases was
$385,300 for the year ended December 31, 2021

Financial Measurement and Fair Value of Financial Instruments

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

A fair value hierarchy is used, which prioritizes the inputs to valuation methods used to measure
fair value. The hierarchy gives the highest pricrity to unadjusted quoted prices in active markets
for identical assets or liabilities {Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). The three levels of fair value hierarchy are as follows:

Level 1: Based on quoted prices in active markets for identical assets.
Level 2: Based on significant observable inputs.
Level 3: Based on significant unobservable inputs.

.

An asset or liability’s level within the fair value hierarchy is based on the lowest level of input
that is significant to the fair value measurement.
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For assets and liahilities measured at fair valve on a recurring basis, the fair value measure-
ment by levels within the fair value hierarchy used as of December 31, 2022 and 2021 were
as follows:

December 31, 2022

{in thousands) Total Level 1 Level 2 Level 3
Liabilities: L
Interest rate swap S (100 § - $ (10) S -

* December 31, 2021

{in thousands) Total Level 1 Level 2 Level 3
Liabilities:
Interest rate swap S {2900 S - . $ (2900 S -

The carrying value of certain financial instruments included in the accompanying Consoli-
dated Balance Sheets, along with the related fair value, as of December 31, 2022 and 2021
was as follows:

2022 2021
Carrying Fair Carrying Fair
(in thousands) Value Value Value Value
Liabilities:
Interest rate swap liability $ (10) § {10) S (200} S (290)

The fair market value of the interest rate swap represents the estimated cost to terminate
this agreement as of December 31, 2022 and 2021 based upon the then-current interest rates
and the related credit risk.

The carrying values of our cash and cash equivalents, restricted cash, accounts receivable and
accounts payable approximate their fair values because of their short-term maturity dates.
The carrying value of CIAC approximates its fair value because it is expected that this is the
amount that will be recovered in future rates. The carrying values of lines of credit and long-
term debt approximate fair value, as interest rates approximate market rates.

Revenue from Contracts with Customers — Non-Regulated Entities

Revenue is recognized when control of the promised goods or services is transferred to
customers, in an amount that reflects the consideration we expect to be entitled to in
exchange for those goods or services. )
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Disaggregation of Revenue

For the years ended December 31, 2022 and 2021, revenue recognized for goods and services
transferred over time totaled $2,857,868 and 53,339,069, respectively.

For the year ended December 31, 2022, approximately 48% of revenues were from large-
contract customers, 31% of revenues were from small contract customers (con-ops), and 21%
of revenues were from residential maintenance and other customers. For the year ended
December 31, 2021, approximately 58% of revenues were from large-contract customers,
25% of revenues were from small contract customers (con-ops), and 17% of revenues were
from residential maintenance and other customers. In addition, substantially all of the
Company’s contracts were service-related type contracts.

Income Taxes

The components of the federal and state income tax provision (benefit} as of December 31,

2022 and 2021 were as follows:

(in thousands) 2022 2021
Federal S (391) $ (151
State (163) (S)
Amortization of investment tax credits (33 (33)
Total S (587) $ (189)
Current S - $  (127)
Deferred (587) (62)
Total S (587} $ (188}

The following is a reconciliation between the statutory federal income tax rate and the
effective income tax rate for 2022 and 2021:

2022 2021
Statutory federal rate 210 % 210 %
State tax rate, net of federal benefits 6.1 6.1
Permanent differences (2.9) {23.0)
Amortization of investment tax credits 1.4 0.9
Effective tax rate 256 % 50 %
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The temporary items that give rise to the net deferred tax liability as of December 31, 2022
and 2021 were as follows:

{in thousands) 2022 2021
Liabilities:
Property-related, net $ 23,668 S 23,417
Other 922 740
Total liabilities 24,590 24,157
Assets:
Pension accrued liability 2,043 1,817
Net operating loss carryforward 7,105 6,331
Alternative minimum tax credit 476 476
NH Business Enterprise Tax credits 967 1,103
Other 548 682
11,139 10,409
Less valuation allowance (967) (1,102)
Total assets 10,172 9,307
Net deferred income tax liability S 14,418 S 14,850

The Company has accumulated federal net operating losses. The federal tax benefit of the
cumulative net operating losses is approximately $5.3 million, begins to expire in 2033, and
is included in deferred income taxes in the Consolidated Balance Sheet as of December 31,
2022. Approximately 75% of the net operating losses are 100% available to be applied to
taxable income in future years and are not subject to the TCJA as they were g\enerated prior
to the 2018 tax year. The enactment of the TCJA now limits the net operating loss shelter to
80% of taxable income, for post-2017 tax year losses. The TCJA also provides for net operating
losses to be carried forward indefinitely instead of limited to 20 years, as is the case for pre-
2018 losses; however, carrybacks of these losses are no longer permitted. Approximately 25%
of the net operating losses were generated in 2019 through 2021 and therefore are subject
to the 80% limitation.

The Company has accumulated New Hampshire net operating losses. The New Hampshire tax
benefit of the cumulative net operating loss is approximately $1.8 million which begins to
expire in 2023 and is included in deferred income taxes in the Consolidated Balance Sheet as
of December 31, 2022.
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As of December 31, 2022 and 2021, it is estimated that approximately $476,000 and
$476,000, respectively, of cumulative federal alternative minimum tax credits may be carried
forward indefinitely as a credit against our regular tax liability.

As of December 31, 2022 and 2021, the Company had New Hampshire Business Enterprise
Tax (“NHBET”) credits of approximately $967,000 and $1,100,000, respectively. NHBET
credits begin to expire in 2023. It is anticipated that these NHBET credits will not be fully
utilized before they expire; therefore, a valuation allowance has been recorded related to
these credits. The valuation allowance decreased by approximately $135,000 and $146,000
in the years ended December 31, 2022 and 2021, respectively.

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

The Company had a regulatory liability related to income taxes of approximately $9,894,000
and $9,906,000 as of December 31, 2022 and 2021, respectively. This represents the
estimated future reduction in revenues associated with deferred taxes which were collected
at rates higher than the currently enacted rates and the amortization of deferred investment
tax credits.

A review of the portfolio of uncertain tax positions was performed. In this regard, an
uncertain tax position represents the expected treatment of a tax position taken in a filed tax
return, or as planned to be taken in a future tax return, that has not been reflected in
measuring income tax expense for financial reporting purposes. As a result of this review, it
was determined that the Company had no material uncertain tax positions, and tax planning
strategies will be used, if required and when possible, to avoid the expiration of any future
net operating loss and/or tax credits.

The Company’s practice is to recognize interest and/or pehalties related to income tax
matters in “Other, Net” in the Consolidated Statements of Income. We incurred no interest
in 2022 and 2021. We incurred no penalties during the years ended December 31, 2022 and
2021.
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11.

Long-Term Debt

Long-term debt as of December 31, 2022 and 2021 consisted of the following:

2022
Unamortized
Debt Issuance
{in thousands} Principal Costs
Unsecured note payable to City 6f Nashua, 5.75%,
due 12/25/2041 s 96,937 S
Unsecured Business Finance Autherity:
Revenue Bonds (Series 2014B), 4.50%, due January 1, 2045 4,615 9
Revenue Bonds (Series 20184), interest rates from 4.375% to 5.00%,
dug Aprii'1, 2048 : 4,460 226
Revenue Bonds (Series 20188}, 4.33%, due April 1, 2028 705 3y
Revenue Bonds (Series 20194}, interest rates from 2.19% to 4.15%,
due April 1, 2049 7.805 258
Revenue Bonds {Series 20204}, interest rates from 3.15% to 4%,
due April 1, 2050 7,000 265
Revenue Bonds (Series 20208, 5.25%, due April 1, 2023 125 1
Revenue Bonds (Series 2020C), interest rates from 1.25% to 4.02%,
due September 1, 2055 {3} 71,195 5,018
Revenue Bonds (Series 20214), interest rates from 4% to 5%,
due Apsil 1, 2051 4,985 234
Revenue Bonds (Series 20218), 1.05%, due April 1, 2024 a5 -
Revenue Bonds (Serdes 2022A), interest rate 4 to 5%,
due April 1, 2052 6,695 262
Revenue Bonds {Series 20228), 3.63%, due April 1,2025 90 :
Unsecured notes payable to bank, floating-rate, due March 1, 2030 2,030 9
Unsecured notes payable to bank, 3.62%, due June 20, 2023 1,060 1
Unsecured notes payable to bank, 4.20%, due December 20, 2041 1,058 5
Unsecured notes payable to bank, 4.83%, due December 20, 2041 815 4
Unsecured nates payable to bank, 4.25%, due June 20, 2033 583 S
Unsecured notes payable to bank, 4.90%, due March 6, 2040 506 28
Unsecured notes payable to bank, 5.33%, due June 20, 2043 316 9
Unsecured notes payable to bank, 4.38%, due September 20, 2044 1,063 14
Unsecured notes payable to bank, 3.98%, due January 1, 2046 761 12
Unsecured notes payable to bank, 4,18%, due October 20, 2046 1,105 10
Unsecured notes payable to bank, 4.25%, due December 20, 2046 2,489 13
Unsecured nates payable to bank, 7.16%, due Ociober 1, 2047 654 &
Unsecured Mew Hampshire State Revolving Fund {“SRF”} notes (1) 21,269 157
Unsecured Mew Hampshire Drinking Water & Groundwater Trust
Fund {"DWGTF") notes {2) 8,337 20
Unamortized debt issuance costs for defeased obligations,
allowed by regulation - 2,751
Total 246,743 5 9,441
Less current portion 17,999)
Less unamortized debt issuance costs (9,441}
Total long-terrn debt, less current portion
and unamortized debt issvance costs s 129,303

{1] SRF notes are due through 2051 at interest rates ranging from 1% 10 3.9% These notes are payable in 120 10 360 consecutlve monthly
Instaliments of principal and interest, The 1% rate applies to construction projects stll in process untll the earlier of {i) the dase of
subitantial completion of the improvements, or {ii] various dates specified in the note {such easlier date being the interest rate change
date). Commencing on the interest rate change date, the interest rate changes to the lower of {1) the rete a3 stated in the note o {ii} 80% ol
the estzblished 11 General Obligations Bond Index published during the specilied time period belore the interest rate change date.

(2) BWGTF notes are due through 2051 atinterest rates ranging from 2.7% to 3.4%. These neles are payabie in 360 consecutive monthly
installments of principte and interest, The 1% rate applies 10 comtruction projects 6l in process untll the easlier of (i) the daze of
substantial completion of the improvements os (i) fune 1, 2020 a3 specified in the note [such garlier date being the interest rate change
date). Commencing on the interest rate change date, the intevest rate change to the rate as stated in the note.

{3) Revenue Bonds (2020C) procestds were partially used 1o advance refund the 20144, 20154 and 20158 bonds with maturity dates ol
January 1, 2045, January 1, 2046, and January 1, 2031, respectively, The advance refunding proceeds are beld in escrow untl thelr future
call dates of December 2023 and December 2024, to then be used 1o facilitate retirement of the bonds. Of the remalning $5,018 ol
Unamovszed Debt 133 uance Casts a5 of Decemnber 31, 2020 gonerated by the Septernber 2nd issuance, $3,713 are dirscdy tied the advance
iefunding and will fully-amortize on a straight-line basis until theit respective call dates.
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2021
Unamortized
Debt Issuance
{in thousands) Principal Costs

Unsecured note payable to City of Mashua, 5.75%,

due 12/25/2041 : 5 99,632 $
Unsecured Business Finance Authority: ;
4,725 101

Revenue Bonds {Series 2014B), 4.50%, due January 1, 2045 E
Revenue Bonds {Series 20184), interest rates from 4.375% to 5.00%,
due April 1, 2048 4,460 235
Revenue Bonds {Series 2018B), 4.33%, due April 1, 2028 : 805 44
Revenue Bonds {Series 2019A), interest rates from 2,19% 1o 4.15%,
due Apiil 1, 2049 7.945 267
Revenue Bonds {Series 2020A), interest rates from 3,15% to 4%,
due April 1, 2050 7,000 275
Revenue Bonds {Series 2020B), 5.25%, due April 1, 2023 255 7
Revenue Bonds {Series 2020C), interest rates from 1.25% to 4.02%, '
due September 1, 2055 (3) 72,420 7,836
Revenue Bonds {Series 2021A), interest rates from 4% to 5%, :
due April 1, 2051 5,065 240
Revenue Bonds {Series 20218), 1.05%, due April 1, 2024 125 5
Unsecured notes payable to bank, floating-rate, due March 1, 2030 2,267 10
Unsecured notes payable to bank, 3.62%, due June 20, 2023 ) 1,141 2
Unsecured notes payable to bank, 4.20%, due December 20, 2041 1,094 4
Unsecured notes payable to bank, 4.83%, due December 20, 2041 840 5
Unsecured notes payable to bank, 4.25%, due June 20, 2033 626 5
Unsecured notes payable to bank, 4.90%, due March 6, 2040 524 30
Unsecured notes payable to bank, 5.33%, due June 20, 2043 324 10
Unsecured notes payable to bank, 4.38%, due September 20, 2044 1,091 15 -
Unsecured notes payable to bank, 3.98%, due January 1, 2046 781 12
Unsecured notes payable to bank, 4.18%, due October 20, 2046 1,131 11
Unsecured notes payable to bank, 4.25%, due December 20, 2046 2,547 12
Unsecured New Hampshire State Revolving Fund {"SRF”) notes (1) 22,592 152
Unsecured New Hampshire Drinking Water & Groundwater Trust
Fund ["OWGTF") notes (2} 8,520 10
Paycheck Protection Program Loan, 1.00%, due May 7, 2022 2,544 2
Unamortized debt issuance costs for defeased obligations,
allowed by regulation - 2,952
Total ) 248,454 5 12,242
Less current portion 2 {9,149} -
Less unamortized debt issuance costs {12,242}
Total lang-term debt, less current portion
and unamortized debt issuance costs S 227,063

{1) SRF notes are due through 2051 at interest rates ranglng from 1% to 3.8%. These notes are payablein 120 to 240 consecutive monthly installments
of principal and interest. The 1% rate applles to construction projects still In process until the earller of {i) the date of substantial cnrnpleiion of the
improvements, or (ii}various dates specified in the note {such earlier date being the Interest rate change date), Commencing en the Interest rate
change date, the interest rate changes to the lower of (i} the rate as stated in the note or [ii} 80% of the established 11 General Cbligations Bond Index
published during the specifled time period before the interest rate change date.

{2) DWGTF notes are due through 2050 at interest rates ranging from 2.7% to 3.4% These notes are payable In 360 consecutive monthly installments
of principle and interest. The 1% rate applies to construction projects still in process until the earlier of {i) the date of substantial comptetion of the
improvements or (i) June 1, 2020 as specified in the note (such earller date being the interest rate change date), Commencing on the interest rate
change date, the Interest rate change to the rate as stated in the note. !

{3) Revenue Bands [2020€} proceeds were partially used to advance refund the 2014A, 2015A and 20158 bonds with maturity dates of January 1,
2045, January 1, 2046, and January 1, 2031, respectivety, The advance refunding proceeds are held in escrow until their future call dates of
December 2023 and Decembier 2024, 10 then be used 1o facilltate retlrement of the bonds, Of the remaining 57,836 of Unamortized Debt Issuance
Costs as of December 31, 2020 generated by the September 2nd Issuance, 56,491 are directly tied the advance refunding and will fully-amortize on a
straight-line basis until their respective call dates.
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The aggregate principal payment requirements subsequent to December 31, 2022 are as
follows:

{in thousands) Amount

2023 S 7,999
2024 7,231
2025 7,500
2026 7,796
2027 8,086
2028 and thereafter 208,131
Total S 246,743

Several of Pennichuck Water’s loan agreements contain a covenant that prevents Pennichuck
Water from declaring dividends if Pennichuck Water does not maintain a minimum net
worth of $4.5 million. As of December 31, 2022 and 2021, Pennichuck Water’s net worth was
$92.0 million and $97.8 million, respectively. i

The 20148, 2018A, 20188, 20194, 2020A, 20208, 2020C, 2021A, 2021B, 2022A and 20228
bonds were issued under a new bond indenture and loan and trust agreement, established
with the issuance of the 2014 Series Bonds, which contains certain covenant obligations upon
Pennichuck Water, which are as follows:

Debt to Capital Covenant - Pennichuck Water cannot\ create, issue, incur, assume or
guarantee any short-term debt if (1) the sum of the short-term debt plus its funded debt
(“Debt”) shall exceed 85% of the sum of its short-term debt, funded debt and capital stock
plus surplus accounts {“Capital”), unless the short-term debt issued in excess of the 85%
is subordinated to the Series 2014 bonds. Thereby, the ratio of Debt to Capital must be
equal to or less than 1.0. As of December 31, 2022 and 2021, Pennichuck Water has a
Debt to Capital Coverage ratio of 0.7 and 0.7, respectively.

All Bonds Test - Additionally, Pennichuck Water cannot create, issue, incur, assume or
guarantee any new funded debt, if the total outstanqing funded debt (“Total Funded
Debt”) will exceed the sum of MARA (as defined in Note 14 of these consolidated financial
statements) and 85% of its Net Capital Properties (“MARA and Capital Properties”), and
unless net revenues or EBITDA (earnings before interest, taxes, depreciation and
amortization) shall equal or exceed for at least 12 consecutive months out of the 15
months preceding the issuance of the new funded debt by 1.1 times the maximum
amount for which Pennichuck Water will be obligated to pay in any future year (“Max
Amount Due”), as a result of the new funded debt being incurred. Thereby, the ratio of
Total Funded Debt to MARA and Capital Properties must be equal to or less than 1.0; as
of December 31, 2022 and 2021, this coverage ratio was 0.6 and 0.6, respectively. Also,
the ratio of EBITDA to the Max Amount Due must be equal to or greater than 1.1; as of
December 31, 2022 and 2021, this ratio was 1.9 and 2.3, respectively.
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Rate Covenant Test - If during any fiscal year, the EBITDA of Pennichuck Water shall not
equal at least 1.1 times all amounts paid or required to be paid during that year
{(“Amounts Paid”), then the Company shall undertake reasconable efforts to initiate a rate-
making proceeding with the NHPUC, to rectify this coverage requirement in the
succeeding fiscal years. Thereby, the ratio of EBITDA to Amounts Paid must be equal to
or greater than 1.1; as of December 31, 2022 and 2021, the Rate Covenant coverage ratio
was 1.75 and 2.19, respectively.

Pennichuck East’s loan agreement for its unsecured notes payable to a bank of $12.4 million
and $12.4 million at December 31, 2022 and 2021, respectively, contains a minimum debt
service coverage ratio requirement of 1.10. At December 31, 2022 and 2021, this ratio was
1.41 and 1.47, respectively.

On September 2, 2020, Pennichuck Water issued approximately $73.6 million of taxable
honds through the New Hampshire Business Finance Autharity to: {1) advance refund and
refinance Pennichuck Water's series 2014A, 2015A, and 20158 bonds; (2} early retire an AULI
bank loan set to mature on March 1, 2021 with a “bullet” maturity due at that date; (3)
complete the replenishment of the Material Operating Expense Revenue Requirement
(MOERR) RSF for Pennichuck Water back to nearly its authorized imprest value; and (4) repay
Pennichuck Water’s Fixed Asset Line of Credit {FALOC) for monies borrowed while awaiting
rate relief from this bonding event and the Pennichuck Water rate case approved by NHPUC
Order No, 26,425. The bond issuance was approved by the Company’s Board of Directors and
the Sole Stockholder. This issuance received NHPUC approval in Order No. 26,383 dated July
24, 2020, which authorized up to $75.0 million in bonds.

On October 29, 2021, the NHPUC issued NISI Order No. 26,538, with an effective date of
November 30, 2021, approving Pennichuck East Utility’s request to borrow $2,546,632 from
CoBank, ACB for a 25-year term. This financing was used to fund a “one time” refill and
replenishment of the Company’s Material Operating Expense Revenue Requirement
(MOERR} RSF, as well as repay intercompany debt incurred to.support the Company as it
waited for final permanent rate relief, and the reestablishment of its RSF funds. On November
30, 2021, Pennichuck East Utility closed on this term loan financing transaction with CoBank,
ACB in the amount of 52,546,632 for a term of 25 years at an interest rate of 4.25%.
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As of December 31, 2022 and 2021, the Company had a $2.0 million and $2.3 million,
respectively, interest rate swap which qualifies as a derivative. This financial derivative is
designated as a cash flow hedge. This financial instrument is used to mitigate interest rate
risk associated with our outstanding 52.0 million loan which has a floating interest rate
based on the three-month tondon Interbank Offered Rate (“LIBOR”) plus 1.88% as of
December 31, 2022. The combined effect of the LIBOR-based borrowing formula and the
swap produces an “all-in fixed borrowing cost” equal to 5.95%. The fair value of the financial
derivative, as of December 31, 2022 and 2021, included in our Consolidated Balance Sheets
under “Other Liabilities and Deferred Credits” as “Derivative instrument” was 510,000 and
$290,000, respectively. Changes in the fair value of this derivative were deferred in
accumulated other comprehensive income. '

As of March 31, 2023, the LIBOR rate will cease to be available as a market-based rate for
debt instruments. As of that date, all of the debt instruments outstanding and forward-
looking will be based upon the Secured Overnight Financing Rate (“SOFR”) to replace-the
LIBOR rate. Instead of a calculated rate of LI/BOR plus 1.88%, the new rate will be SOFR plus
1.85%. The Swap agreement will be repriced as of that date, as well, to reflect a new rate
based upon SOFR that will allow for a net borrowing cost equal to or less than the existing
5.95% “all in fixed borrowing cost.” '

Swap settlements are recorded in the consolidated statements of income (loss) with the
hedged item as interest expense. During the years ended December 31, 2022 and 2021,
$73,000 income and $68,000 loss, respectively, was reclassified pre-tax from accumulated
other comprehensive income (loss) to interest expense as a result of swap settlements. The
Company expects to reclassify approximately $(11,000), pre-tax, from accumulated other
comprehensive income to interest expense as a result of swap settlements, over the next
twelve months.

Paycheck Protection Program Loan

On May 7, 2020, the Company received loan proceeds in the amount of approximately
$2,543,600 under the Small Business Administration (SBA) PPP. The PPP, established as part
of the Coronavirus Aid, Relief and Economic Security Act (CARES Act), which was enacted
March 27, 2020, provides for loans to quali’fying businesses for amounts up to 2.5 times the
average monthly payroll expenses of the qualifying business.

Any unforgiven portion of the PPP loan is payable over two years, from the date of the initial
approval of the loan, at an interest rate of 1%, with deferral of payments for the first ten
months. Early in 2022, the Company’s application for forgiveness was denied and as of
December 31, 2021 the PPP loan has been reclassified to current portion of long-term debt
with a maturity date of May 7, 2022,
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12,

Lines of Credit

The Company’s existing Working Capital Line of Credit {WCLOC) was renewed and extended
to expire on June 30,2024. Pennichuck Water’s $12 million Fixed Asset Line of Credit (PWW
FALOC) expires on June 30, 2023, with PWW currently in negotiation on a renewal and
extension of this multi-year facility. Pennichuck East’s $3 million Fixed Asset Line of Credit .
(PEU FALOC) is set to expire on September 30, 2023, with PEU currently in negotiation on a
renewal and extension of this multi-year facility. The two Fixed Asset Lines of Credit (FALOC
and PEU FALOC) are used to fund construction work in progress on capital projects, which are

‘refinanced into long-term term loan obligations or issued bond indebtedness, annually.

Short-term borrowing activity under the Company's WCLOC for the years ended
December 31, 2022 and 2021 was:

(in thousands) 2022 2021
Established line as of December 31, $ 4,000 $ 4,000
Maximum amount outstanding during period 2,236 2,312
Average amount outstanding during period 785 942
Amount outstanding as of December 31, 785 -
Weighted average interest rate during period 3.42% 1.88%
Interest rate és of December 31, 6.07% 1.84%

Short-term borrowing activity under Pennichuck Water's FALOC for the years ended
December 31, 2022 and 2021 was:

{in thousands) 2022 2021
Established line as of December 31, - $ 12,000 S 12,000
Maximum amount outstanding during period 7,138 5,851
Average amount outstanding during period 3,552 3,775
Amount outstanding as of December 31, 4,628 ' 5,851
Weighted average interest rate during period 3.07% 1.88%
Interest rate as of December 31, 5.81% 1.84%
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Short-term borrowing activity under Pennichuck East’s FALOC for the years ended
December 31, 2022 and 2021 'was:

(in thousands) 2022 2021
Established line as of December 31, $ 3,000 S 3,000
Maximum amount outstanding during period 833 1,171
Average amount outstanding during period 678 509
Amount outstanding as of December 31, 833 T 957
Weighted average interest rate during period 3.01% 2.13%
interest rate as of December 31, 6.46% © 2.09%

The Company’'s revolving credit loan facilities with TD Bank contain certain tovenant
obligations upon Pennichuck Water, which are as follows:

Debt to Capital Covenant - Pennichuck Water cannot create, issue, incur, assume or
guarantee any short-term debt if (1) the sum of the short-term debt plus its funded debt
(“Debt”) shall exceed 85% of the sum of its short-term debt, funded debt and capital stock
plus surplus accounts {“Capital”), unless the short-term debt issued in excess of the 85%
is subordinated to the loan facility. Thereby, the ratio of Debt to Capital must be equal to
or less than 1.0. As of December 31, 2022 and 2021, Pennichuck Water has a Debt to
Capital Coverage ratio of 0.7 and 0.7, respectively.

All Bonds Test - Additionally, Pennichuck Water cannot create, issue, incur, assume or
guarantee any new funded debt, if the total outstanding funded debt (“Total Funded
Debt”) will exceed the sum of MARA (as defined in Note 14 of these consolidated financial
statements) and 85% of its Net Capital Properties {“MARA and Capital Properties”), and
unless net revenues or EBITDA (earnings’ before interest, taxes, depreciation and
amaortization) shall equal or exceed for at least 12 consecutive months out of the 15
months preceding the issuance of the new funded debt by 1.1 times the maximum
amount for which Pennichuck Water will be obligated to pay in any future year {“Max
Amount Due”), as a result of the new funded debt being incurred. Thereby, the ratio of
Total Funded Debt to MARA and Capital Properties must be equal to or less than 1.0; as ‘
of December 31, 2022 and 2021, this coverage ratio was 0.6 and 0.6, respectively. Also,
the ratio of EBITDA to the Max Amount Due must be equal to or greater than 1.1; as of
December 31, 2022 and 2021 this ratio'was 1.9 and 2.3, respectively.
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Rate Covenant Test - Iif during any fiscal year, the EBITDA of Pennichuck Water shall not
equal at least 1.1 times all amounts paid or required to be paid during that year
(“Amounts Paid”}, then the Company shall undertake reasonable efforts to initiate a rate-
making proceeding with the NHPUC, to rectify this coverage requirement in the
succeeding fiscal years. Thereby, the ratio of EBITDA to Amounts Paid must be equal to
or greater than 1.1; as of December 31, 2022 and 2021, the Rate Covenant coverage ratio -
was 1.75 and 2.19, respectively. '

13.  Accumulated Other Comprehensive Income

The foliowing table presents changes in accumulated other comprehensive income by
component for the years ended December 31, 2022 and 2021:

Interest Rate Contract

(in thousands) 2022 2021
Beginning balance S 356 S 254
Other comprehensive income before reclassifications 124 43

Amounts reclassified from accumulated other

comprehensive income 44 59
Net current period other comprehensive income 168 102

Ending balance : S 524 S 356

The following table presents reclassifications out of accumulated other comprehensive
income for the years ended December 31, 2022 and 2021: '

Amounts Reclassified Affected Line Itemin

Details about Accumulated Other from Accumulated Other -the Statement Where
Comprehensive Income Components Comprehensive Income -Net Income is Presented
{in thousands) 2022 2021
Gain on cash flow hedges:

Interest rate contracts S 73 5 98 Interest expense

{29) ' (39} Tax expense

Amounts reclassified from accumulated

other comprehensive income S 44 S 59 Net of tax
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14.

Transaction with the City of Nashua

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

Pennichuck Water, Pennichuck East, PAC, Service Corporation, and Southwood will continue
as subsidiaries of Pennichuck Corporation and Pennichuck Water, Pennichuck East and PAC
will continue as regulated companies under the jurisdiction of the NHPUC. The terms of the
merger and the requisite accounting and rate-setting mechanisms were agreed to in the
NHPUC Order No. 25,292 {“PUC Order”) dated November 23, 2011.

Transactions with Reloted Party - City of Nashua ;

The Company issued a promissory note to the City of Nashua in the amount of approximately
$120 million to be repaid over a thirty (30) year period with monthly payments of
approximately $707,000, including interest at 5.75%. The Company recorded an additional
amount of approximately $30.6 million as contributed capital. The remaining outstanding
balance of the note payable to the City at December 31, 2022 and 2021 was approximately
$96.9 million and $99.6 million, respectively, as disclosed in Note 11 to these consolidated
financial statements. During 2022 and 2021, dividends of approximately $278,000 and
$279,000, respectively, were declared and paid to the City. The dividends paid to the City
during 2022 comprised approximately $278,000 of regular quarterly dividends declared and
paid; and no special dividend was declared or paid in 2022. The dividends paid to the City
during 2021 comprised approximately $279,000 of regular quarterly dividends declared and
paid; and no special dividend was declared or paid in 2021.

Additional ongoing transactions occur in the normal course of business, between the
Company and the City, related to municipal water usage, fire protection and sewer billing
support services, and property taxes related to real property owned by the Company within
the City of Nashua. For the years ended December 31, 2022 and 2021, respectively,
approximately $3.9 million and $3.9 million were paid to the Company by the City for
municipal water consumption, fire protection charges, and sewer billing support services.
Conversely, the Company paid property taxes to the City of Nashua of approximately $2.3
miilion for the year ended December 31, 2022, and approximately 52.3 million for the year
ended December 31, 2021. ' .

46



Rate Stabilization Fund — Restricted Cash

As a part of the acquisition, the Company agreed to contribute $5,000,000 of the proceeds
from the settlement transaction to Pennichuck Water, which was used to establish an RSF,
allowing for the maintenance of stable water utility rates and providing a mechanism to
ensure the Company’s continued ability to meet its obligations under the promissory note to
the City, in the event of adverse revenue developments. Restricted cash consists of amounts
set aside in the RSF account and is adjusted monthly as required in the NHPUC Order, as
discussed in Note 1 of these consolidated financial statements.

Municipal Acquisition Regulatory Asset {“MARA”} '

Pursuant to the NHPUC Order, the Company established a new Regulatory asset (MARA) which
represents the amount that the Acquisition Price exceeded the net book assets of the
Company’s regulated subsidiaries (Pennichuck Water, Pennichuck East, and PAC) at
December 31, 2011. The initial amount of the MARA was approximately $89 million for the
regulated companies, offset by a non-regulated amount of approximately $4.8 million. The
MARA is to be amortized over a thirty {30} year period in the same manner as the repayment
of debt service for the City’s acquisition bonds. The balance in the MARA at December 31, 2022
was approximately $66.6 million, reduced by the non-regulated credit of approximately $3.7
million. 7 ’

Aggregate amortization expense for the years ended December 31, 2022 and 2021 totaled
approximately $2,183,000 and $2,119,000, respectively.

The following table represents the total estimated amortization of MARA:

Estimated

Amortization

{in thousands) Expense
2023 S 2,253
2024 2,328
2025 2,409
2026 2,498
2027 2,590
2026 and thereafter . 50,821
Total 5 62,899
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15. Segment Reporting

For the years ended December 31, 2022 and 2021, and as of those dates, the following
financial results were generated by the segments of the Company:

{in thousands) 2022 2021
QOperating Revenues:
Pennichuck Water S 39,837 S 38,024
Pennichuck East 12,504 9,818
Pittsfield Agueduct 869 810
Subtotal Regulated Segment 53,210 48,652
Service Corporation 2,858 3,339
Other 13 13
Total Operating Revenues S 56,081 & 52,004
Depreciation and Amortization Expense:
Pennichuck Water 5 7,610 S 7,520
Pennichuck East 1,259 ' 1,238
Pittsfield Aqueduct 114 116
Subtotal Regulated Segment 8,983 8,874
Service Corporation - -
Other (127} (123}
Total Depreciation and Amortization Expense 5 8,856 5 8,751

Operating Income:

Pennichuck Water S 8848 S 8,345'
Pennichuck East 2,640 988
Pittsfield Aqueduct 125 71
Subtotal Regulated Segment 11,613 9,405
Service Corporation ' 159 251
Other ‘5 51 18
Total Operating Income S 11,823 $ 9,674

Interest Expense:
Pennichuck Water s 7,071 § 7,193
Pennichuck East 928 765
Pittsfield Aqueduct 45 40
Subtotal Regulated Segment 8,044 7,998
Service Corporation 5 1
Other 6,065 5,903
]‘otal Interest Expense ) 14,114 $ 13,902

{continued)
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(continued)

(in thousands) 2022 2021
Income Taxes Provision (Benefit}:
Pennichuck Water ) 1,029 § 1,192
Pennichuck East 641 185
Pittsfield Aqueduct 33 20
Subtotal Regulated Segment 1,703 1,397
Service Corporation 46 77
Other (2,336) {1,663)
Total Income Taxes Provision {Benefit) S (587) S {189)

Net Income {Loss):

Pennichuck Water S 749§ 198

Pennichuck East 1,071 38

Pittsfield Aqueduct 48 13

Subtotal Regulated Segment 1,868 249

Service Corporation 106 173
Other {3,678) {4,121)
Total Net Income {Loss) S {1,704) § {3,659)

Totai Net Assets:

Pennichuck Water 5 294,446 S 298,304

Pennichuck East 65,852 - 65,183

Pittsfield Aqueduct 2,815 2,912

Subtotal Regulated Segment 363,113 366,399

Service Corporation {5} 151
Other (18,219) {17,318)

Total Net Assets 5 344,889 S° 349,232

Total Liabilities:

Pennichuck Water S 202,465 S 200,536
Pennichuck East 57,278 57,107
Pittsfield Aqueduct 1,352 1,370

Subtotal Regulated Segment 261,095 259,013
Service Corporation ' (48) 43
Other 89,120 93,640

Total Liabilities S 350,167 S 352,696

(continued)
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16.

(continued)

(in thousands) 2022 2021
Total Long-Term Debt {less current portion .
and unamortized debt insurance costs):

Pennichuck Water S 112,648 S 105,875
Pennichuck East 22,465 24,124
Pittsfield Aqueduct 129 132
Subtotal Regulated Segment 135,242 130,131
Service Corporation ‘ . -
Other 94,061 ' 96,932

Total Long-Term Debt ) 229,303 S 227,063

Rate Cases

Pennichuck Water-Emergency Special Water Contract

On Octaber 21, 2021, Pennichuck Water filed an emergency tariff sheet request for approval
with the NHPUC. The Company’s emergency tariff filing was on behalf of a single customer,
the Merrimack Village District (MVD), which would allow this customer to purchase bulk
water at Pennichuck Water*s variable cost of production. The initial rate to be billed was
determined to be $0.67 per cubic feet. This emergency tariff would allow MVD access to
Pennichuck Water’s bulk water supply in late 2021 and throughout 2022, while MVD’s water
supply systems were brought into compliance with water quality regulations for per- and
polyfluoralkyl (PFAS) contaminants, with the installation of treatment facilities on their
existing wells.

On November 12, 2021, the NHPUC issued Order No. 26,552, with an effective date of
Novembher 20, 2021, approving Pennichuck Water’s request for an emergency tariff fiting on
behalf of a single customer, the MVD.-This emergency-tariff was granted on a temporary basis
and must not exceed a term longer than six months from the effective date.

In conjunction with this, Pennichuck Water also opened a docket under DW 21-134 for the
approval of a special contract for these emergency rates, in order to bring those rates into
full force and effect (preceding and succeeding the emergency rate tariff), upon approval, for
the time period from which the emergency usage of this water was initiated on October 20,
2021, for a period not to exceed a termination date of December 31, 2022. On March 25,
2022, the NHPUC issued Order No. 26,597, approving this special contract with the MVD from
October 1, 2021, unti! December 31, 2022.
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Pennichuck Water-Increase in Permanent Rates ‘
On June 27, 2022, Pennichuck Water filed a request with the NHPUC for a rate increase of
13.06% over its current rates for the test year 2021. As the Company’s financial performance
in the 2021 test year did not support the approval of temporary rates, it was denied
temporary rates at’current rates, which would have provided permanent rate relief back to
the “order of notice” date for the case on August 1, 2022. As such, this rate increase will be
earned prospectively once ordered and approved. The overall rate increase is subject to the
normal regulatory filing process with the NHPUC. The 13.06% rate increase would be inclusive
of a 3.90% Qualified Capital Project Adjustment Chafge (QCPAC) surcharge ‘\:vhi_ch was
approved on December 9, 2021 in Order No. 26,555 and a 1.56% QCPAC surcharge which was
approved on March 29,2022 in Order No. 26,598, as well as a 1.80% QCPAC surcharge which
was approved on October 11, 2022 in Order No. 26,697, all of which inthe aggregate account
for 7.26% of the overall requested increase. Final approval by the NHPUC on new permanent
rates for PWW is expected in the summer of 2023.

Pennichuck East-Increase in Permanent Rates

On November 24, 2020, Pennichuck East filed a request with the NHPUC for a rate increase
of 21.05% over its current rates for the test year 2019, effective Decem ber 24, 2020, for which
15.00% of this increase was related to a request for a temporary rate increase effective for
services rendered on or after December 24, 2020. The temporary rate increase was subject
to approval by the Commission which is separate and distinct from .the final rate increase
approval, as the Commission’s final determination on the permanent rate increase request is
processed to completion. The 15.00% temporary rate increase would be inclusive of a 2.98%
QCPAC surcharge which was approved on December 6, 2019 in Order No. 26,313 and a 1.97%
QCPAC surcharge which is currently pending in DW 20-019,

On August 16, 2021, the NHPUC issued Order No. 26,508 approving temporary rates at
14.03% effective on a service rendered basis as of December 24, 2020. The temporary rate
increase was inclusive of a QCPAC surcharge of 2.98% which was approved in 2019 within
order No. 26,313.

In addition to the rate increase requested, Pennichuck East requested certain modifications
to its ratemaking structure which were similarly approved for Pennichuck Water on July 24,
2020 by NHPUC Order No. 26,383. These modifications included:

e creating a Material Operating Expense Factor (MOEF), an expense factor on top of its
material operating expenses to cover inflationary increases between rate filings, as a
component of that portion of its allowed revenues in determining permanent rates;

» inclusion of actual NHBET cash payments in its revenue requirement calculation;

¢ reprioritizing the use of Debt Service Revenue Requirement (DSRR) 0.1 funds;

e recovery of State Revolving Loan Fund and Drinking Water Groundwater Trust Fund
debt issuance costs; and
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e re-establishment of imprest levels of the components of the RSF account and the
retention of a previously approved reconciliation mechanism.

On February 18, 2022, the NHPUC issued Order No. 26,586 approving an overall permanent
rate increase of 16.79%, which became effective with services rendered back to December
24, 2020. In addition, the Order approved the requested modifications to its ratemaking -
structure.

Pennichuck Water-Quualified Capital Project Adjustment Charge

On February 11, 2021, Pennichuck Water filed a petition with the NHPUC for a 1.50% QCPAC
surcharge on al! capital improvements completed and placed in service by Pennichuck Water
in 2020.

On March 29, 2022, the NHPUC issued Order No. 26,598 approving a QCPAC surcharge of
1.56% for capital projects place in service in 2020. This order became effective with services
rendered back to April 2, 2021 and allows for recovery in the form of a monthly recoupment
surcharge, to be collected over a twelve-month period from the date of the order.

On February 14, 2022, Pennichuck Water filed a petition with the NHPUC for a 1.75% QCPAC
surcharge on all capital improvements completed and placed in service by Pennichuck Water
in 2021.

On October 11, 2022, the NHPUC issued Order No. 26,697 approving a QCPAC surcharge of
1.8% for capital projects placed in service in 2021. This order became effective with services
rendered back to April 26, 2022 and allowed for recovery in the form of a monthly
recoupment surcharge, to be collected over a three-month period from the date of the order.

Pennichuck East-Qualified Capital Project Adjustment Charge
On February 11, 2021, Pennichuck East filed a petition with the NHPUC for a 4.28% surcharge
on-all capitpl improvements completed and placed in service by Pennichuck East in 2020.

On April 8, 2022, the NHPUC issued Order No. 26,608 approving a QCPAC surcharge of 4.02%
for capital projects placed in service in 2020. This order became effective with services
rendered back to September 29, 2021 and allowed for recovery in the form of a mc;nthly
recoupment surcharge, to be collected over a five-month period from the date of the order.

On February 10, 2022, Pennichuck East filed a petition with the NHPUC for a 0.84% surcharge
on all capital improvements completed and placed in service by Pennichuck East in 2021.
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17.

18.

The Commission has not issued an Order approving this requested surcharge. When the
Commission issues the Order the surcharge will become effective retroactively on services
rendered basis back to October 18, 2022. The Order will allow recoupment of the surcharge
from all its customers based on their actual bills incurred between October 18, 2022 and the
final effective date of the Order. Final approval by the NHPUC on this QCPAC surcharge is
expected to be received in early 2023 {see Subsequent Events Note 18).

COVID-19 Pandemic Impact

In March 2020, the World Health Organization (“WHO") recognized COVID-19 as a global
pandemic and the President of the United States of America declared the COVID-19 outbreak
in the United States a national emergency. This prompted many national, regional, and local
governments to implement preventative or protective measures, such as travel and business
restrictions, temporary business closures, and wide-sweeping quarantines and stay-at-home
orders,

0
'

During the COVID-19 pandemic, the Company’s services have generally been considered
essential in nature and have not been materially interrupted. As the situation continues to
evolve, management is closely monitoring the impact of the COVID-19 pandemic on all
aspects of the Company’s business, including how it impacts customers, subcontractors,
suppliers, vendars, and employees, in addition to how the COVID-19 pandemic impacts the
Company’s ability to provide services to customers. We believe the ultimate impact of the
COVID-19 pandemic on operating results, cash flows and financial condition is likely to be
determined by factors which are uncertain, unpredictable, and outside of our control. The

( situation surrounding COVID-19 remains fluid, and if disruptions do arise, they could

materially adversely impact our business.

Subsequent Events ;

The Company has evaluated the events and transactions that have occurred through
March 21, 2023, the date that these consolidated financial statements were available for
" ~
issuance.

Pennichuck East Utility Financing

Pennichuck East Utility fil\ed a pet;tion with the PUC to refinance its currently outstanding
$1.25 million balloon maturity note payable to CoBank, which matures on June 20, 2023. This
proposed refinancing will replace the balloon maturity payment due in June 2023, with a new
fully amortizing 10-year obI’igation for the remainder of the term of repayment of the debt,
which in the aggregate will be 26 years, and less than the overali aggregate useful lives of
those initially funded capital projects. '
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Pennichuck Water-Qualified Capital Project Adjustment Charge

On February 14, 2023, Pennichuck Water filed ‘a petition with the NHPUC for a 1.37%
surcharge on all capital improvements completed and placed in service by Pennichuck Water
in 2022. The Commission has not issued an Order approving this requested surcharge. When
the Commission issues the Order the approved surcharge will become effective retroactively
on a services rendered basis. The Order will allow recoupment of the surcharge from all its
customers based on their actual bills incurred between the services rendered date and the
final effective date of the Order. Final approval by the NHPUC on this QCPAC surcharge is
expected to be received in late 2023.

Pennichuck East-Qualified Capital Project Adjustment Charge

On January 27, 2023, the NHPUC issued Order Nisi No. 26,767 approving a QCPAC surcharge
of 0.94% for capital projects placed in service in 2021. This order became effective with
services rendered back to October 18, 2022 and allowed for recovery in the form of a monthly
recoupment surcharge, to be collected over a three-month period from the date of the order.

On February 14, 2023, Pennichuck East filed a petition with the NHPUC for a 1.36% surcharge
on all capital improvements completed and placed in service by Pennichuck East in 2022, The

- Commission has not issued an Order approving this requested surcharge. When the
Commission issues the order, the approved surcharge will become effective retroactively on
a services rendered basis. The Order will allow recoupment of the surcharge from all its
customers based on their actual bills incurred between the services rendered date and the
final effective date of the Order. Final approval by the NHPUC on this QCPAC surcharge is
expected to be received in late 2023.
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U.S. Department of Homeland Security
Washington, D.C. 20472

Jennifer Harper

NH Dept. of Safety, Div. of Homeland Security & Emergency Management
33 Hazen Drive

Concord, NH 03305 - 0011

Re: Grant No. EMW-2022-GR-00151

Dear Jennifer Harper:

Congratulations, on behalf of the Department of Homeland Security, your application for financial assistance submitted under
the Fiscal Year (FY) 2022 High Hazard Potential Dams (HHPD) Rehabilitation Grant has been approved in the amount of
%$791,575.99. As a condition of this award, you are required to contribute a cost match in the amount of $426,233.24 of non-
Federal funds, or 35.00 percent of the total approved project costs of $1,217,809.23.

Before you request and receive any of the Federal funds awarded to you, you must establish acceptance of the award. By
accepting this award, you acknowledge that the terms of the following documents are incorporated into the terms-of your
award:

» Agreement Articles (attached to this Award Letter)
- Obligating Document (attached to this Award Letter)
« FY 2022 High Hazard Potential Dams (HHFD) Rehabilitation Grant Notice of Funding Opportunity.

Please make sure you read, understand, and maintain a copy of these documents in your official file for this award.
In order to establish acceptance of the award and its terms, please follow these instructions:
Step 1: Please log in to the ND Grants system at https://portal.fema.gov.

Step 2: After logging in, you will see the Home page with a Pending Tasks menu. Click on the Pending Tasks menu, select the
Application sub-menu, and then click the link for "Award Offer Review" tasks. This link will navigate you to Award Packages
that are pending review.

Step 3: Click the Review Award Package icon (wrench) to review the Award Package and accept or decline the award. Please
save or print the Award Package for your records.

System for Award Management (SAM): Grant recipients are to keep all of their information up to date in SAM, in particular,

- your organization's name, address, Unigue Entity ldentifier (UEI) number, EIN and banking information. Please ensure that
the UE] number used in SAM is the same one used to apply for alt FEMA awards. Future payments will be contingent on the
information provided in the SAM; therefore, it is impérative that the information is correct. The System for Award Management
is located at http://Awww.sam.gov.

If you have any questions or have updated your information in SAM, piease let your Grants Management Specialist (GMS)
know as scon as possible. This will help us to make the necessary updates and avoid any interruptions in the payment
process.

PAUL FRANCIS FORD Regional Administrator
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U.S. Department of Homeland Secunty
Washington, D.C. 20472

AGREEMENT ARTICLES

High Hazard Potential Dams (HHPD) Rehabilitation Grant

GRANTEE: NH Dept. of Safety, Div. of Homeland 2 p
. Security & Emergency Management
PROGRAM; High Hazard Potential Dams {(HHPD)
Rehabilitation Grant
AGREEMENT NUMBER: EMW-2022-GR-00151-S01
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Article XXXVIII Universal ldentifier and System of Award Management

Article XXXIX USA PATRIOT Act of 2001

Article XL Use of DHS Seal, Logo and Flags

Article XLI Whistleblower Protection Act

Article XLII Applicability of DHS Standard Terms and Conditions to
Tribes

Articte XLIII Acceptance of Post Award Changes

Article XLIV Disposi}ion of Equipment Acquired Under the Federal Award

Article XLV Prior Approval for Modification of Approved Budget

Article XLVI Environmental Planning and Historic Preservation (EHP)
Review

Article XLVII Indirect Cost Rate

Article XLV Eligible High Hazard Potential Dam Documentation

Article XLIX Perfarmance Goal

Article L Infrastructure Investment and JobsIAct Funded Projects

Article LI Mitigation Plan Extraordinary Circumstances Requirement

Article LIl Pass-Through to Subrecipients

Article LI Revision of Budget & Clarification of Scope of Work Package

Article LIV Mitigation Plan Extraordinary Circumstances

Article | - DHS Standard Terms and Conditions Generally

The Fiscal Year (FY) 2022 DHS Standard Terms and Conditions apply to all new federal financial assistance awards funded
in FY 2022. These terms and conditions flow down to subrecipients unless an award term or condition specifically indicates
otherwise. The United States has the right to seek judicial enforcement of these obligations.

All legislation and digital resources are referenced with no digital links. The FY 2022 DHS Standard Terms and Conditions will
be housed on dhs.gov at www.dhs.govlpuplication/fw5-dhs-standard-terms-and-conditions.

Article Il - Assurances, Administrative Requirements, Cost Principles, Representations and Certifications

I. DHS financial assistance recipients must complete either the Office of Management and Budget (OMB) Standard Form
424B Assurances - Non-Construction Programs, or OMB Standard Form 424D Assurances - Construction Programs, as
applicable. Certain assurances in these documents may not be applicable to your program, and the DHS financial assistance
office (DHS FAQ) may require applicants to certify additional assurances. Applicants are required to fill out the assurances as
instrucled by the awarding agency.



li. DHS financial assistance recipients are required to follow the applicable provisions of the Uniform Administrative
Requirements, Cost Principles, and Audit Reguirements for Federal Awards located at Title 2, Code of Federal Regulations
(C.F.R.) Part 200 and adopted by DHS at 2 C.F.R. Part 3002.

IIl. By accepting this agreement,recipients,andtheirexecutives,as defined in 2 C.F.R.section170.315, certifythat their policies
are in accordance with OMB's guidance located at 2 C.F.R. Part 200, all applicable federal laws, and relevant Executive
guidance.

Article Hl - General Acknowledgements and Assurances

All recipients, subrecipients, successors, transferees, and assignees must acknowledge and agree to comply with applicable
provisions governing DHS access to records, accounts, documents, information, facilities, and staff.

|. Recipients must cooperate with any DHS compliance reviews or compliance investigations conducted by DHS.

Il. Recipients must give DHS access to examine and copy records, accounts, and other documents and sources of information
related to the federal financial assistance award and permnit access to facilities or personnel.

IIl. Recipients must submit timely, complete, and accurate reports to the appropriate DHS officials and maintain appropriate
backup documentation to support the reports.

IV. Recipients must corﬁply with all other special reporting, data collection, and evaluation requirements, as prescribed by law,
or detailed in program guidance.

V. Recipients (as defined in 2 C.F.R. Part 200 and including recipients acting as pass-through entities) of federal financial
assistance from DHS or one of its awarding component agencies must complete the DHS Civil Rights Evaluation Teol

within thirty (30) days of receipt of the Notice of Award for the first award under which this term applies. Recipients of
muitiple awards of DHS financial assistance should only submit one completed too! for their organization, not per award.
After the initial submission, recipients are required to complete the tool once every two (2) years if they have an active
award, not every time an award is made. Recipients should submit the completed tool, including supporting materials, to
CivilRightsEvaluation@hq.dhs.gov. This tool clarifies the civil rights obligations and related reporting requirements contained
in the DHS Standard Terms and Conditions. Subrecipients are not required to complete and submit this tool to DHS. The.
evaluation tool can be found at hitps://iwww.dhs.gov/publication/dhs-civil-rights-evaluation-tool.

The DHS Office for Civil Rights and Civil Liberties will consider, in its discretion, granting an extension if the recipient
identifies steps and a timeline for completing the tool. Recipients should request extensions by emailing the request to
CivilRightsEvaluation@hgq.dhs.gov prior to expiration of the 30-day deadline.

Article IV - Acknowledgement of Federal Funding from DHS

Recipients must acknowledge their use of federal funding when issuing statements, press releases, requests for proposal, bid
invitations, and other documents describing projects or programs funded in whole or in part with federal funds.

Article V - Activities Conducted Abroad

Recipients must ensure that project activities performed outside the United States are coordinated as necessary with
appropriate government authorities and that appropriate licenses, permits, or approvals are obtained.

Article VI - Age Discrimination Act of 1975

Recipients must comply with the requirements of the Age Discrimination Act of 1975, Public Law 94-135 (1975) (codified as
amended at Title 42, U.S. Code, section 6101 et seq.), which prohibits discrimination on the basis of age in any program or
activity receiving federal financial assistance.

|
Article VIl - Americans with Disabilities Act of 1990

Recipients must comply with the requirements of Titles |, 11, and [l of the Americans with Disabilities Act, Pub. L. 101-336
(1980) (codified as amended at 42 U.S.C. sections 12101 - 12213), which prohibits recipients from discriminating on the basis
of disability in the operation of public entities, public and private transportation systems, places of public accommodation, and
certain testing entities.

Article VII! - Best Practices for Collection and Use of Personally Identifiable Information



I

Recipients who collect personally identifiable information (Pll) are required to have a publicly available privacy policy that
describes standargs on the usage and maintenance of the Pl they collect. DHS defines P!l as any information that permits the
identity of an individual to be directly or indirectly inferred, including any information that is linked or linkable to that individual.
Recipients may also find the DHS Privacy Impact Assessments: Privacy Guidance and Privacy Template as useful resources
respectively.

Article IX - Civil Rights Act of 1964 - Title VI

L

Recipients must comply with the requirements of Title VI of the Civil Rights Act of 1964 (codified as amended at 42 U.S.C.
section 2000d et seq.), which provides that no person in the United States will, on the grounds of race, color, or national origin,
be excluded from participation in, be denied the benefits of, or be subjected to discrimination under any program or activity
receiving federal financial assistance. DHS implementing regulations for the Act are found at 6 C.F.R. Part 21 and 44 C.F.R.
Part 7. '

Article X - Civil Rights Act of 1968

Recipients must comply with Title VIIl of the Civil Rights Act of 1968, Pub. L. 90-284, as amended through Pub. L. 113-4,
which prohibits recipients from discriminating in the sate, rental, financing, and advertising of dwellings, or in the provision of
services in connection therewith, on the basis of race, color, national origin, religion, disability, familial status, and sex {see
42 1).5.C. section 3601 et seq.), as implemented by the U.S. Department of Housing and Urban Development at 24 C.F.R.
Part 100. The prohibition on disability discrimination includes the requirement that new multifamily housing with four or more
dwelling units - i.e., the public and common use areas and individual apartment units (all units in buildings with elevators and
ground-floor units in buildings without elevators) - be designed and constructed with certain accessible features. (See 24
C.F.R. Part 100, Subpart D.)

Article XI - Copyright

Recipients must affix the applicable copyright notices of 17 U.S.C. sections 401 or 402 and an acknowledgement of U.S.
Government sponsorship (including the award number) to any work first-produced under federal financial assistance awards.

Article XIl - Debarment and Suspension

Recipients are subject to the non-procurement debarment and suspension regulations implementing Executive Orders (E.O.)
12549 and 12689, which are at 2 C.F.R. Part 180 as adopted by DHS at 2 C.F.R. Part 3002. These regulations restrict
federal financial assistance awards, subawards, and contracts with certain parties that are debarred, suspended, or otherwise
excluded from or ineligible for participation in federal assistance programs or activities.

Article XIll - Drug-Free Workplace Regulations .

Recipients must comply with drug-free workplace requirements in Subpart B (or Subpart C, if the recipient is an individual) of 2
C.F.R. Part 3001, which adopts the Government-wide implementation (2 C.F.R. Part 182) of Sec. 5152-5158 of the Drug-Free
Workplace Act of 1988 (41 U.S.C. sections 8101-81086).

Article XIV - Duplication of Benefits

Any cost allocable to a particular federal financial assistance award provided for in 2 C.F.R. Part 200, Subpart E may not

be charged to other federal financial assistance awards to overcome fund deficiencies; to avoid restrictions imposed by
federal statutes, regulations, or federal financial assistance award terms and conditions; or for other reasons. However, these
prohibitions would not preclude recipients from shifting costs that are allowable under two or more awards in accordance with
existing federal statutes, regulations, or the federal financial assistance award terms and conditions.

Article XV - Education Amendments of 1972 (Equal Opportunity in Education Act) - Title IX

Recipients must comply with the requirements of Title I1X of the Education Amendments of 1972, Pub. L. 82-318 (1972) _
(codified as amended at 20 U.S.C. section 1681 et seq.), which provide that no person in the United States will, on the basis
of sex, be excluded from participation in, be denied the benefits of, or be subjected to discrimination under any educational
program or activity receiving federal financial assistance. DHS impletenting regulations are codified at 6 C.F.R. Part 17 and
44 C.F.R. Part 19,

Article XVI - Energy Policy and Conservation Act



Recipients must comply with the requirements of the Energy Policy and Conservation Act, Pub. L. 94- 163 (1975} (codified as
amended at 42 U.S.C. seclion 6201 et seq.), which contain policies relating to energy efficiency that are defined in the state
energy conservation plan issued in compliance with this Act.

Article XVII - False Claims Act and Program Fraud Civil Remedies

Recipients must comply with the requirements of the False Claims Act, 31 U.S.C. sections 3729- 3733, which prohibit the
submission of false or fraudulent claims for payment to the Federal Government. (See 31 U.S.C. sections 3801-3812, which
details the administrative remedies for false claims and statements made.)

Article XVIll - Federal Debt Status

All recipients are required to be non-delinquent in their repayment of any federal debt. Examples of relevant debt include
delinquent payroll and other taxes, audit disallowances, and benefil overpayments. (See OMB Circular A-129.)

Article XIX - Federal Leadership on Reducing Text Messaging whilé Driving

Recipients are encouraged to adopt and enforce policies that ban text messaging while driving as described in E.O. 13513,
including conducting initiatives described in Section 3(a) of the Order when on official government business or when
performing any work for or on behalf of the Federal Government.

Article XX - Fly America Act of 1974

Recipients must comply with Preference for L.S. Flag Air Carriers (air carriers holding certificates under 49 U.S.C.} for
international air transportation of people and property to the extent that such service is available, in accordance with the
International Air Transportation Fair Competitive Practices Act of 1974, 49 U.5.C. section 40118, and the interpretative
guidelines issued by the Comptroller General of the United States in the March 31, 1981, amendment to Comptroller General
Decision B-138942.

Article XXI - Hotel and Motel Fire Safety Act of 1990

Recipients must ensure that all conference, meeting, convention, or training space funded in whole or in part with federal
funds complies with the fire prevention and control guidelines of Section 6 of the Hotel and Motel Fire Safety Act of 1990, 15
U.S.C. section 2225a. :

Article XXII - John S. McCain National Defense Autherization Act of Fiscal Year 2019

Recipients, subrecipients, and their contractors and subcontractors are subject to the prohibitions described in section 888 of
the John S. McCain National Defense Authorization Act for Fiscal Year 2019, Pub. L. No. 115-232 (2018) and

2 C.F.R. sections 200.216, 200.327, 200.471, and Appendix il to 2 C.F.R. Part 200. Beginning August 13, 2020, the statute

- as it applies to DHS recipients, subrecipients, and their contractors and subcontractors - prohibils obligating or expending
federal award funds on certain telecommunications and video surveillance products and contracting with certain entities for
national security reasons.

Article XXIlI - Limited English Proficiency (Civil Rights Act of 1964 - Title V1)

Recipients must comply with Title VI of the Civil Rights Act of 1964, (42 U.S.C. section 2000d et seq.) prohibition against
discrimination on the basis of national origin, which requires that recipients of federal financial assistance take reasonable
steps to provide meaningful access to persons with limited English proficiency (LEP) to their programs and services. For
additional assistance and information regarding language access obligations, please refer to the DHS Recipient Guidance:
https:/iwww.dhs.gov/guidance-published-help-department-supported-organizations-provide-meaningful-access-people-limited
and additional resources on http://www.lep.gov.

Article XXIV - Lobbying Prohibitions

Recipients must comply with 31 U.S.C. section 1352, which provides that none of the funds provided under a federal financial
assistance award may be expended by the recipient to pay any person to influence, or attempt to influence an officer or
employee of any agency, a Member of Congress, an officer or employee of Congress, or an employee of a Member of
Congress in connection with any federal action related to a federal award or contract, including any extension, continuation,
renewal, amendment, or modification.

Article XXV - National Environmental Policy Act



Recipients must comply with the requirements of the National Environmentail Policy Act of 1869, (NEPA) Pub. L. 91-190
(1970) (codified as amended at 42 U.S.C. section 4321 et seq.) and the Council on Environmental Quality (CEQ) Regulalions
for Implementing the Procedural Provisions of NEPA, which require recipients to use all practicable means within their
authority, and consistent with ather essential considerations of national policy, lo create and maintain conditions under which
people and nature can exist in productive harmony and fulfill the social, economic, and other needs of present and future
generations of Americans.

Article XXVI - Nondiscrimination in Matters Pertaining to Faith-Based Organizations

It is DHS policy to ensure the equal treatment of faith-based organizations in social service programs administered or
supported by DHS or its component agencies, enabling those organizations tc participate in providing important social
services to beneficiaries. Recipients must comply with the equal treatment policies and requirements contained in 6 C.F.R.
Part 19 and other applicable statues, regulations, and guidance governing the partumpatlons of faith-based organizations in
individual DHS programs.

Article XXVII - Non-Supplanting Requirement

Recipients receiving federal financial assistance awards made under programs that prohibit supplanting by law must ensure
that federal funds do not replace (supplant) funds that have been budgeted for the same purpose through non-federal
sources.

Article XXVIIl - Notice of Funding Opportunity Requirements

All the instructions, guidance, limitations, and other conditions set forth in the Notice of Funding Opportunity (NOFO) for this
program are incorporated here by reference in the award terms and conditions. All recipients must comply with any such
requirements set forth in the program NOFQO.

Article XXIX - Patents and Intellectual Property Rights

Recipients are subject to the Bayh-Dole Act, 35 U.S.C. section 200 et seq, unless otherwise provided by law. Recipients are

subject to the specific requirements governing the development, reporting, and disposition of rights to inventions and patents
resulting from federal financial assistance awards located at 37 C.F.R. Part 401 and the standard patent rights clause located
at 37 C.F.R. section 401.14. " \

Article XXX - Procurement of Recovered Materials

States, political subdivisions of states, and their contractors must comply with Section 6002 of the Solid Waste Disposal Act,
Pub. L. 89-272 (1965), (codified as amended by the Resource Conservation and Recovery Act, 42 U.S. C. section 6962.)
The requirements of Section 6002 include procuring only items designated in'guidelines of the Environmental Protection
Agency (EPA) at 40 C.F.R. Part 247 that contain the highest percentage of recovered materials practicable, consistent with
maintaining a satisfactory level of competition. -

Article XXX! - Rehabilitation Act of 1973 )

Recipients must comply with the requirements of Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 {1973) (codified
as amended at 29 U.S.C. section 794}, which provides that no otherwise qualified handicapped individuals in the United
States will, solely by reason of the handicap, be excluded from participation in, be denied the benefits of, or be subjected to
discrimination under any program or activity receiving federal financiat assistance.

Article XXX!l - Reporting of Matters Related to Recipient Integrity and Performance
General Reporting Requirements:

If the total value of any currently active grants, cooperative agreements, and procurement contracts from all federal awarding

agencies exceeds $10,000,000 for any period of time during the period of performance of this federal award, then the

recipients must comply with the requirements set forth in the government-wide Award Term and Condition for Recipient

Integrity and Performance Matters located at 2 C.F.R. Part 200, Appendix XlI, the full text of which is incorporated here by
“reference in the award terms and conditions.

Article XXXl - Reporting Subawards and Executive Compensation

Reporting of first tier subawards:



Recipients are required to comply with the requirements set forth in the government-wide award term on Reporting Subawards
and Executive Compensation located at 2 C.F.R. Part 170, Appendix A, the full text of which is incorporated here by reference
in the award terms and conditions.

Article XXXV - Required Use of American Iron, Steel, Manufactured Products, and Construction Materials

Recipients and subrecipients must comply with the Build America, Buy America Act (BABAA), which was enacted as part

‘of the Infrastructure Investment and Jobs Act Sections 70501-70927, Pub. L. No. 117-58 (2021); and Executive Order
14005, Ensuring the Future is Made in All of America by All of America's Workers. See also Office of Management and
Budget (OMB), Memorandum M-22-11, Initial Implementation Guidance on Application of Buy Amenca Preference in Federal
Financial Assistance Programs for Infrastructure

Recipients and subrecipients of federal financial assistance programs for infrastructure are hereby notified that none of the
funds provided under this award may be used for a project for infrastructure unless: ’

{1) all iron and steel used in the project are produced in the Uniled States--this means all manufacturing processes, from the
initial melting stage through the application of coatings, occurred in the United States;

{2) all manufactured products used in the project are produced in the United States--this means the manufactured product was
manufactured in the United States; and the cost of the components of the manufactured product that are mined, produced, or
manufactured in the United States is greater than 55 percent of the total cost of all components of the manufactured product,
unless another standard for determining the minimum amount of domestic content of the manufactured product has been
established under applicable law or regulation; and

(3) all construction materials are manufactured in the United States--this means that all manufacturing processes for the
construction material occurred in the United States.

The Buy America preference only applies to articles, materials, and supplies that are consumed in, incorporated into, or
affixed to an infrastructure project. As such, it does not apply to tools, equipment, and supplies, such as temporary scaffolding,
brought to the construction site and removed at or before the completion of the infrastructure project. Nor does a Buy America
preference apply to equipment and furnishings, such as movable chairs, desks, and portable computer equipment, that are
used at or within the finished infrastructure project, but are not an integral part of the structure or permanently affixed to the
infrastructure project.

Waivers
When necessary, recipients may apply for, and the agency may grant, a waiver from these requirements.

(a) When the federal agency has made a determination that one of the following exceptions applies, the awarding official may
waive the application of the domestic content procurement. preference in any case in which the agency determines that:

(1) applying the domestic content procurement preference would be inconsistent with the public interest;

(2) the types of iron, steel, manufactured products, or construction materials are not produced in the United States in
sufficient and reasonably available quantities or of a satisfactory quality; or

(3) the inclusion of iron, steel, manufactured products, or construction materials produced in the United States will increase
the cost of the overall project by more than 25 percent

A request to waive the application of the domestic content procurement preference must be in writing. The agency will provide
instructions on the format, contents, and supporing materials required for any waiver request. Waiver requests are subject to
public comment periods of no fess than 15 days and must be reviewed by the OMB Made in America Office.

There may be instances where an award qualifies, in whole or in part, for an existing waiver described. For awards by the
Federal Emergency Management Agency (FEMA), existing waivers are available and the waiver process is described at

“Buy America" Preference in FEMA Financial Assistance Programs for Infrastructure | FEMA.gov. For awards by other DHS
components, ptease contact the applicable DHS FAQ.

To see whether a particular DHS federal financial assistance program is considered an infrastructure program and thus
required to include a Buy America preference, please either contact the applicable DHS FAO, or for FEMA awards, please
see Programs and Definitions; Build America, Buy America Act | FEMA gov.

Article XXXV - SAFECOM

Recipients receiving federal financial assistance awards made under programs that provide emergency communication
equipment and its related activities must comply with the SAFECOM Guidance for Emergency Communication Grants,
including provisions on technical standards that ensure and enhance interoperable communications.



Article XXXVI - Terrorist Financing

Recipients must comply with E.O. 13224 and U.S. laws that prohibit transactions with, and the provisions of resources and
support to, individuals and organizations associated with terrorism. Recipients are legally responsible to ensure compliance
with the Order and laws.

Article XXXVII - Trafficking Victims Protection Act of 2000 (TVPA)'
Trafficking in Persons:

Recipients must comply with the requirements of the government-wide financial assistance award term which implements
Section 106 (g) of the Trafficking Victims Protection Act of 2000 (TVPA), codified as amended at 22 U.5.C. section 7104. The
award term is located at 2 C.F.R. section 175,15, the full text of which is incorporated here by reference.

Article XXXV - Universal Identifier and System of Award Management

Requirements for System for Award Management and Unique Entity Identifier Recipients are required to comply with the
requirements set forth in the government-wide financial assistance award term regarding the System for Award Management
and Universal Identifier Requirements located at 2 C.F.R: Part 25, Appendix A, the full text of which is incorporated here by
reference.

Article XXXIX - USA PATRIOT Act of 2001

Recipients must comply with requirements of Section 817 of the Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act}, which amends 18 U.S.C. sections
175-175¢.

Article XL - Use of DHS Seal, Logo and Flags

Recipients must obtain permission from their DHS FAQ prior to using the DHS seal(s), logos, crests or reproductions of flags
or likenesses of DHS agency officials, including use of the United States Coast Guard seal, logo, crests or reproductions of
flags or likenesses of Coast Guard officials.

Article XLI - Whistleblower Protection Act

Recipients must comply with the statutory requirements for whistleblower protections (if applicable} at 10 U.5.C section 2409,
41 UJ.S.C. section 4712, and 10 U.5.C. section 2324, 41 U.5.C. sections 4304 and 4310.

Article XLII - Applicability of DHS Standard Terms and Conditions to Tribes

The DHS Standard Terms and Conditions are a restatement of general requirements imposed upon recipients and flow down
to subrecipients as a matter of law, regulation, or executive order. If the requirement does not apply to Indian tribes or there

is a federal law or regulation exempting its application to Indian tribes, then the acceptance by Tribes of, or acquiescence

to, DHS Standard Terms and Conditions does not change or alter its inapplicability to an Indian tribe. The execution of grant
documents is not intended to change, alter, amend, or impose additional liability or responsibility upon the Tribe where it does
not already exist.

Article XLIll - Acceptance of Post Award Changes

In the event FEMA determines that changes are necessary to the award document after an award has been made, including
changes to period of performance or terms and conditions, recipients will be notified of the changes in writing. Once
notification has been made, any subsequent request for funds will indicate recipient acceptance of the changes to the
award. Please call the FEMA/GMD Cal! Center at (866) 927-5646 or via e-mail to ASK-GMD@fema. dhs gov |f you have any
questions.

Articie XLIV - Disposition of Equipment Acquired Under the Federal Award

A%
For purposes of original or replacement equipment acquired under this award by a non-state recipient or non-state
subrecipients, when that equipment is no longer needed for the original project or program or for other activities currently or
previously supported by a federal awarding agency, you muslt request instructions from FEMA to make proper disposition
of the equipment pursuant to 2 C.F.R. section 200.313. State recipients and state subrecipients must follow the disposition
requirements in accordance with state laws and procedures.



Articie XLV - Prior Approval for Modification of Approved Budget

Before making any change to the FEMA approved budget for this award, you must request prior written approval from FEMA
where required by 2 C.F.R. section 200.308.

For purposes of non-construction projects, FEMA is utilizing its discretion to impose an additional restriction under 2 C.F.R.
section 200.308(f) regarding the transfer of funds among direct cost categories, programs, functions, or activities. Therefore,
for awards with an approved budget where the federal share is greater than the simplified acquisition threshold {currently
$250,000), you may not transfer funds among direct cost categories, programs, functions, or activities without prior written
approval from FEMA where the cumulative amount of such transfers exceeds or is expected to exceed ten percent (10%}) of
the total budget FEMA last approved.

For purposes of awards that support both construction and non-construction work, FEMA is utilizing its discretion under 2
C.F.R. section 200.308(h){5) tc require the recipient to obtain prior written approval from FEMA before making any fund or
budget transfers between the two types of work.

You must report any deviations from your FEMA approved budget in the first Federal Financial Report (SF-425) you submit
following any budget deviation, regardless of whether the budget deviation requires prior written approval.

Article XLVI - Environmental Planning and Historic Preservation (EHP) Review

DHS/FEMA funded activities that may require an Environmental Planning and Historic Preservation (EHP) review are subject
o the FEMA EHP review process. This review does not address all federal, state, and local requirements. Acceptance of
federal funding requires the recipient to comply with all federal, state, and local laws.

DHS/FEMA is required to consider the potential impacts to natural and cultural resources of all projects funded by DHS/
FEMA grant funds, through its EHP review process, as mandated by the National Environmental Policy Act; National Historic
Preservation Act of 1966, as amended; National Flood Insurance Program regulations; and any other applicable laws and
executive orders. In order to initiate EHP review of your project(s), you must submit a detailed project description along with
supporting documentation. The EHP review process must be completed before funds are released to carry out the proposed
project; otherwise, DHS/FEMA may not be able to fund the project due to noncompliance with EHP laws, executive orders,
regulations, and policies. '

If ground disturbing activities occur during construction, applicant will monitor ground disturbance, and if any potential
archeological resources are discovered the applicant will immediately cease work in that area and notify the pass-through
entity, if applicable, and DHS/FEMA.

Article XLVl - Indirect Cost Rate

2 C.F.R. section 200.211{b)(15) requires the terms of the award to include the indirect cost rate for the federal award. If
applicable, the indirect cost rale for this award is stated in the budget documents or other materials approved by FEMA and
included in the award file.

Articte XLVIII - Eligible High Hazard Potential Dam Documentation

The SAA must submit a list of all eligible high hazard potential dams in their state with the application. The SAA must submit
official assurance statement {signed by the State Dam Safety Officer or Governor's Authorized Representative) that all dams
included on the list of eligible high hazard potential dams are regulated by the state dam safety program and meet the HHPD
criteria for eligible high hazard potential dams (Source: 33 USC-467(4)(A)).

Article XLIX - Performance Goal

The objective of the FY2022 HHPD grant is to provide financial assistance for repair, removal, or rehabilitation of eligible high
hazard potential dams. Based on the review of your application, FEMA has verified that the claimed costs are consistent with
the stated program objective. By accepting this award, you certify that the total Federal award amount comports to the to

the total of all allowable costs incurred by the recipient during FY2022, in keeping with program objective. FEMA will further
assess the recipientA ;s performance against the program objectives during the quarterly reporting cycles and the award
closeout process outlined in the Performance Measures section of the FY2022 HHPD grant Notice of Funding Opportunity.

Article L - Infrastructure Investment and Jobs Act Funded Projects



-.

Recipients of awards using Infrastructure Investment and Jobs Act funding are required o report during quarterly reporting
cycles the project award details and description, subaward project leve!l location data, and the project status and progress
toward achieving dam risk reduction project outcomes.

Article LI - Mitigation Plan Extraordinary Circumstances Requirement

If FEMA has granted an exiension to the FEMA-approved state and/or local mitigation plan requirement based on a
justification for extraordinary circumstances, a mitigation plan that includes all dam risks must be approved by FEMA within
twelve (12) months of the award for recipients and within twelve (12) months of the date FEMA approves the applicants
workplan for subrecipients.

Article LIl - Pass-Through to Subrecipients

Awards made to the SAA for HHPD carry additional pass-through requirements. Pass- through is defined as an obligation
on the part of the SAA to make funds avaitable to eligible subrecipients. All pass-through entities must comply with Section 2
C.F.R. 200.332 Requirements for pass-through entities.

Article LIl - Revision of Budget & Clarification of Scope of Work Package

Within 80 days of the notice of award, the State Authorized Agency must submit a budget revision or Scope of Work
clarification package to FEMA for approval that describes the budget and project scope for all work proposed, incfuding
identification of all subrecipients, in accordance with 2 C.F.R. 7 200.308. The grant award is based on the recipient?s Program
Work Plan (Scope of Work package) and applicant eligibility for an allocation under this program, and while it provides the
overall scope of work for the award, this award package does not provide the details for subrecipient scopes of work. Budget
amounts over each recipient's allocation cannot be funded, and budget amounts short of the allocation may require FEMA
recovering the difference between the allocation and budget amount. Subrecipient scopes of wark must align with the overall
award scope of work.

Articie LIV - Mitigation Plan Extraordinary Circumstances

FEMA has placed a funding hold on this award, and $<total amount on hold> is on hold in the FEMA financial systems.

The recipient is prohibited from obligating, expending, or drawing down the funds associated with the followihg projects/
investments. This funding hold applies for the award that has an approved local or tribal hazard mitigation plan where the non-
state owned dam is located but where that plan does not include all dam risks. This is a corrective action to the original term of
the award, which allows up to 12 months after the date FEMA approves the subrecipients workplan to meet the local or tribal
mitigation plan requirement as described in the FY22 NOFO and meet the requirements in the Local Mitigation Planning Policy
Guide (FP-206-21-0002, April 19, 2022) applicable to meeting the HHPD requirements. There must be an approved local or
tribal mitigation plan where the dam is located at the time the subrecipient workplan is submitted to FEMA for review and at
the time of FEMA approval.

If a recipient fails to comply with the terms and conditions of a federal award, FEMA may terminate the award in whole or in
part. If the noncompliance can be corrected, FEMA may first attempt to direct the recipient to correct the noncompliance.

In the event the noncompliance is not able to be corrected by imposing additional conditions or the recipient or subrecipient
refuses to correct the matter, FEMA might take other remedies allowed under 2 C.F.R. ? 200.339. These remedies include
actions to disallow costs, recover funds, wholly or partly suspend or terminate the award, initiate suspension and debarment
proceedings, withhold further federal awards, or take other remedies that may be legally available. For further information on
termination due to noncompliance, see the section on Termination Provisions in the NOFO.

To release the funding hold, FEMA will approve the subrecipient workplan once FEMA verifies the jurisdiction where the dam
is focated has an approved mitigation plan. To ensure the term and condition of having an approved mitigation plan that
includes all dam risks with 12 months of the subrecipient workplan approval, the recipient must submit the mitigation plan
approval letter for the jurisdiction where the dam is located to avoid corrective actions or award termination.

If you believe this funding hold was placed in error, please contact the relevant Program Analyst or Grants Management
Specialist,

BUDGET COST CATEGORIES

Personnel $0.00



Fringe Benefits $0.00

Travel $0.00
Equipment $0.00
Supplies $0.00
Contractual $0.00
Construction $0.00
Indirect Charges $0.00

Other _ $1,217,808.23



New Hampshire Department of Safety,
Division of Homeland Security & Emergency Management
FY22 High Hazard Potential Dams Rehabilitation Grant
EMW-2022-GR-00151

Title of Agreement Article: Funding Hold: Additional Information Required

FEMA has placed a funding hold on this award, and the full award amount of $791,576.00 is on
hold in the FEMA financial systems. The recipient is prohibited from obligating, expending, or
drawing down the funds.

To release the funding hold the New Hampshire Department of Safety, Division of Homeland
Security & Emergency Management must provide a detailed cost breakdown and justification
for each of the ‘projects. FEMA will rescind the funding hold upon its review and approval of the
detailed cost breakdown and justification.

If you believe this funding hold was placed in error, please contact the relevant Grants
Management Specialist.

Title of Agreement Article: Recission of Article LIV (Mitigation Plan Extraordinary

Circumstances)

Article LIV {Mitigation Plan Extracordinary Circumstances) was included in this award package in
error. This particular Article does not apply to this award.
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la. AGREEMENT NO. 2. AMENDMENT NO. 3. 4. TYPE OF ACTION 5. CONTROL NO.

EMW-2022-GR-00151-S01 | *** RECIPIENT | AWARD WX04970N2022T ,
NO, WX04970N2022T
N/A

6. RECIPIENT NAME AND | 7. ISSUING FEMA OFFICE AND 8. PAYMENT QFFICE AND ADDRESS

ADDRESS ADDRESS FEMA Finance Center

NH Dept. of Safety, Div. FEMA-GPD 430 Market Street

of Homeland Security &
Emergency Management
33 Hazen Drive

Concord, NH, 03305 - 0011

400 C Street, SW, 3rd floor

POC: 866-927-5646

Washington, DC 20472-3645

Winchester, VA 22603

9. NAME OF RECIPIENT | PHONE NO. | 10. NAME OF FEMA PROJECT COORDINATOR
PROJECT OFFICER 6032278724 | Central Scheduling and Information Desk
Brian Eaton Phone: 800-368-6498 i
Email: Askcsid@dbs.gov
11. EFFECTIVE DATE OF |12 13. ASSISTANCE ARRANGEMENT 4. PERFORMANCE PERIOD
THIS ACTION METHOD Cost Reimbursement . .
09/27/2022 OF From: oy
: 09/15/2022 09/14/2025
PAYMENT - .
PARS Budget Period
09/15/2022 09/14/2025
I 5. DESCRIPTION OF ACTION
a. (Indicate funding data for awards or financial changes)
PROGRAM |CFDA NO. |ACCOUNTING DATA PRIOR AMOUNT [CURRENT | CUMULATIVE NON-
NAME (ACCS CODE} TOTAL AWARDED [TOTAL FEDERAL COMMITMENT
ACRONYM XXX X-XXX-XXXXXX- AWARD THIS AWARD
1,9.9.9.9.05.9.9.9.0.9.9.. 0.4 ACTION
+OR (-}
High Hazard 97.041 2022-FA-GO01-F400-0370-4101-D $0.00 $791,575.99 $791,575.99 See Totals
Potential
Dams (HHPD)
Rehabilitation
Grant
High Hazard 97.041 2022-IF-NEQ1-F440-0370-4101-D $0.00 $0.00 $0.00 See Totals
Potential :
Dams (HHPD)
Rehabilitation
CGirant _
| j DT T 5oL iS000 5. STONSTSYY S791,575.99 - . /5426,233.23

b. To describe changes other than funding data or fi

NIA

nancial changes, aitach schedule and check here.

16 a. FOR NON-DISASTER PROGRAMS: RECIPIENT IS REQUIRED TO SIGN AND RETURN THREE (3) COPIES OF THIS
DOCUMENT TO FEMA (See Block 7 for address)
High Hazard Potential Dams {HHPD) Rehabilitation Grant recipients are not required to sign and return copies of this document.
However, recipients should print and keep a copy of this document for their records.
16b. FOR DISASTER PROGRAMS: RECIPIENT 1S NOT REQUIRED TO SIGN

This assistance is subject lo terms and conditions attached to this award notice or by incorporated reference in program legislation cited

above.

17. RECIPIENT SIGNATORY OFFICIAL (Name and Title)

Maithew Hotchkiss,

DATE

2022

Tue Oct 04 17:48:10 UTC

18. FEMA SIGNATORY OFFICIAL (Name and Title)

DATE




PAUL FRANCIS FORD, Regional Administrator Tue Sep 27 15:02:39 UTC
2022




Client#; 635457 PENNICOR1

ACORD. CERTIFICATE OF LIABILITY INSURANCE el

THIS CERTIFICATE 1S ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed.
If SUBROGATION 1S WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statement on
this certificate does not confer any rights to the certificate holder in liou of such endorsement(s).

PRODUCER . SR CT Samantha Richardson

U3l lnsur_'ance Serw.ces LLC TECBINTEO! £ 855 B74-0123 T, Mol

3 Executive Park Prive, Suite 300 EMAL 5. samantha.richardson@usi.com

Bedford, NH 03110 INSURER|S) AFFORDING COVERAGE NAIC #

855 874.0123 INSURER A ; Travelers Indemnity Company of CT 25682

INSURED INSURER B ; Travelers Property Cas. Co. of America 25674
Pennichuck Corporation INSURER ¢ : Charter Oak Fire Insurance Company 25615
25 Wainut Street NSURER b ; Navigators Specialty Insurance Co. 36056
PO Box 428 INSURER E - Travelers Indemnity Company 2 25658
Nashua, NH 03061-0428

INSURER F :
COVERAGES CERTIFICATE NUMBER: REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

NSR ADDLSUBR] POLICY EFF | POLICY EXP
MM/DDIYYYY

LTR TYPE OF INSURANCE INSR IWVD POLICY NUMBER 1 1| (MWDOYYYY) LIMITS
A | X[ COMMERCIAL GENERAL LIABILITY P6306C425325TCT23 01/01/2024 (01/01/2025 EACH OCCURRENCE 51,000,000
‘cwus-me E OCCUR PGS IR RENTED ey 15500,000
| MED EXP (Any one person) 5,000
PERSONAL & ADV INJURY | 51,000,000
EN'L AGGREGATE LIMIT APPLIES PER: GENERAL AGGREGATE 52,000,000
__ | rouicy l:’ ?é‘& |:| LOC PRODUCTS - comProe AGG |352,000,000
OTHER: ) $
E [Automosie uapiLiTy 8102L.6460262343G 01/01/202401/01/2025 GOaeD SNGLETMIT T 17000,000
X1 any auTO BODILY INJURY (Parperson} | $
: rome | JIBSEEree BODILY INJURY {Per accident) | §
tX| s omy [ X | Ao oy [ﬁ’e?;m\t‘)nm $
s
B | __|umBrELLALB | | occur CUPEK898053 01/01/202401/01/2025 EACH OCCURRENCE $10,000,000
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DESCRIPTION OF DPERATIONS ! LOCATIONS / VEHICLES {ACORD 104, Additlons! Remarks Schaduls, may be attached If more space is requined)
***Workers Compensation*™3.A. MA, NH

Supplemental Named Insured: Pennichuck East Utility, Inc.,Pennichuck Water Service Corporation, Pennichuck
Water Works, Inc., Pittsfield Aqueduc Co., Inc., The Southwood Corporation

RE: NH Department of Safety, Homeland Security and Emergency Management are additional insureds under the
General Liability Policy, when required by a written contract, agreement or permit with the Named Insured.

CERTIFICATE HOLDER CANGELLATION
o SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
NH Department of Safety, Homeland Security THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
and Emergency Management ACCORDANCE WITH THE POLICY PROVISIONS.
33 Hazen Drive
concord' NH 033058 AUTHORIZED REPRESENTATIVE
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