
PENNICHUCK CORPORATION 

 

BOARD OF DIRECTORS 

MINUTES OF AUGUST 15, 2014 MEETING 

 

 

A regular meeting of the Board of Directors of Pennichuck Corporation (the “Company”) was 

held on Friday, August 15, 2014 at 8:04 a.m. at the Company’s offices at 25 Manchester Street, 

Merrimack, New Hampshire. 

 

Written materials relating to items listed in the Agenda were provided to the Board members for 

their review prior to the meeting. 

 

The following Directors were present, constituting a quorum: 

 

 Thomas J. Leonard, Chairman 

 James P. Dore 

 Elizabeth A. Dunn 

 Stephen D. Genest 

 Paul A. Indeglia 

 Jay N. Lustig 

 John D. McGrath 

 James McMahon 

 Preston J. Stanley, Jr. 

 

Also attending all or a portion of the meeting from the Company were: 

 

 John L. Patenaude, Chief Executive Officer 

 Donald L. Ware, Chief Operating Officer 

 Larry D. Goodhue, Chief Financial Officer 

 Suzanne L. Ansara, Corporate Secretary 

 Steve Greenwood, IT Director 

 John Boisvert, Chief Engineer 

 Bernard Rousseau, Vice President, Sales 

 James Lavacchia, Distribution Manager 

 Dawn DeBlois, Project Team Leader 

 Mark Filion, Construction Services Manager 

 

S. Ansara recorded the minutes of the meeting. 

 

The Chairman called the meeting to order. 

 

Approval of Minutes 

 

The Chairman inquired whether there were any comments with respect to the draft minutes of 

the June 27, 2014 Board meeting.  There being none, on motion duly made by J. McGrath and 

seconded by E. Dunn, all of the Directors present then voting, it was unanimously 
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 Resolved: that the minutes of the June 27, 2014 meeting of the Board of Directors 

are hereby approved. 

 

Financial Review – June 2014 

 

L. Goodhue presented a review of the Company’s unaudited consolidated financial results and a 

review of revenues/water usage through the month of June 2014.  The Company’s revenues of 

$17.8 million were 1% below the prior year revenues and 3.4% below budget on a year-to-date 

basis.  Operating expenses of $14.9 million were 1.8% below budget and 4% above the prior 

year expenses mainly due to increased property taxes and increased amortization of the 

municipal acquisition regulatory asset.  Operating income of $2.9 million was 21% below the 

prior year operating income of $3.6 million and 10.9% below the budgeted operating income.  

Interest expense of $5 million was on budget and even with the prior year expense.  The pre-tax 

loss of $2.1 million was greater than the budgeted pre-tax loss of $1.8 million and greater than 

the prior year loss of $1.4 million.  The year-to-date net loss of $2 million was greater than the 

$1 million net loss reported for the prior year and 6.9% greater than budget.  Year-to-date 

earnings before interest, taxes, depreciation and amortization was $5.9 million compared to  

$6.4 million in the 2014 budget and less than the prior year amount of $6.3 million.  Capital 

expenditures of $3.2 million were below the budgeted amount of $5.9 million due to the late start 

of the construction season and the conservation of cash.  Pumpage was ahead of budget and the 

prior year.  L. Goodhue commented on the Company’s balance sheet and income statements for 

each subsidiary and reviewed the variances from budget for each subsidiary. 

 

Dividend Payment to Sole Shareholder 

 

J. Patenaude indicated that management is recommending that the Board approve the payment of 

a quarterly dividend in the amount of $69,136.60 to the City of Nashua.  The dividend would 

supplement the monthly interest and note payment made by the Company to the City of Nashua 

for the funding of the City’s acquisition debt. 

 

On motion duly made by S. Genest and seconded by P. Stanley, all of the Directors present then 

voting, it was unanimously 

 

 Resolved: that a dividend in the amount of $69,136.60 be paid to the sole 

shareholder of record, the City of Nashua, New Hampshire, on  

August 28, 2014. 

 

Report of the Audit, Finance and Risk Committee 

 

J. McMahon gave a report on the Audit, Finance and Risk Committee’s August 13, 2014 

meeting.  He indicated that the Committee had extensive discussions with management relating 

to the structure of the Integrated Capital Finance Plan and the items still to be determined, which 

included discussions relating to:  (i) confidential rating assessments received from Moody’s and 

Standard & Poor’s, (ii) a bond reserve, (iii) bond insurance, (iv) the issuance of bonds for the 

2015/2016 financing in one or two tranches, and (v) the financing of $5.1 million related to the 

2013 capital expenditures by bank debt through TD Bank, N.A. or through a taxable bond. 
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T. Leonard indicated that the Committee also discussed the covenants contained in the various 

bond loan and bank agreements, and cautioned management to be aware of the risks of cross 

default language in those agreements. 

 

J. McMahon indicated that the Committee is recommending that the Board approve the 2014 

Financing Plan as set forth in the draft resolutions in the Agenda. 

 

Integrated Capital Finance Plan 

 

After discussion and based upon the recommendation of the Audit, Finance and Risk Committee, 

on motion duly made by P. Indeglia and seconded by J. McMahon, all of the Directors present 

then voting, it was unanimously 

 

 Resolved: that the financing plan for the financing of the capital expenditure needs of 

Pennichuck Water Works, Inc. for the period from 2013 to 2016, as 

recommended by the Audit, Finance and Risk Committee and as described to 

the Board, such plan to consist of the entering into of the following credit 

facilities: 

 

  Series A Tax-Exempt Bonds: $  19,500,000 

  Series B Tax-Exempt Bonds: $  23,375,000 

  Tax-Exempt Bonds for Issuance Costs – up to $    1,500,000 

  Taxable Bonds or Bank Credit Facility: $    5,100,000 

  Total 2014 Financing Plan: $  49,475,000 

 

  (the “2014 Financing Plan”), be and it is hereby approved. 

 Further 

 Resolved: that the officers of the Company are hereby authorized, empowered and 

directed to take any and all actions to develop and effect the borrowings 

contemplated by the 2014 Financing Plan, including taking any and all actions 

to obtain all necessary approvals for the borrowings contemplated by such Plan 

from the City of Nashua in its capacity as the sole shareholder of the Company, 

the New Hampshire Public Utilities Commission, and any other authority 

determined by such officers relating to such borrowings. 

 Further 

 Resolved: that any actions taken by the officers of the Company prior to the date of the 

foregoing resolutions adopted hereby that are within the authority conferred 

thereby are hereby ratified, confirmed, approved and adopted as actions of the 

Company. 

 

CoBank Loan – Pennichuck East Utility, Inc. 

 

L. Goodhue referred the Board to the term sheet provided by CoBank, ACB, a copy of which 

was included in the written materials.  He indicated that management is seeking Board approval 

for Pennichuck East Utility, Inc. to enter into a term loan with CoBank, ACB in the amount of 

$625,000 to fill a gap in the funding of capital expenditures.  Pennichuck Corporation would be 
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the guarantor under the loan.  The loan will also require approval of the Nashua Board of 

Aldermen and the New Hampshire Public Utilities Commission. 

 

J. McMahon reported that the Audit, Finance and Risk Committee discussed the loan with 

management at the Committee’s August 13, 2014 meeting, and indicated that the Committee is 

recommending that the Board approve the loan. 

 

On motion duly made by E. Dunn and seconded by J. Dore, all of the Directors present then 

voting, the following resolutions were unanimously approved: 

 

 WHEREAS, reference is made to that certain Master Loan Agreement, dated as of 

February 9, 2010, between Pennichuck East Utility, Inc. (“PEU”), as borrower, and 

CoBank, ACB (“CoBank”), as lender (the “MLA”); 

 

 WHEREAS, in connection with and as part of the consideration for inducing 

CoBank to enter into the MLA, the Corporation agreed to enter into that certain 

Guarantee of Payment (Continuing) in favor of CoBank; and by resolutions taken 

on January 27, 2010, the Board of Directors of the Corporation approved the 

Guaranty and all related transactions to any loans under the MLA, including the 

New Loan, as described below; and 

 

 WHEREAS, the Corporation finds it beneficial that PEU take out an additional loan 

under the terms and conditions of the MLA (such New Loan further described 

below), for the purpose of refinancing intercompany debt between the Corporation 

and PEU. 

 

 NOW, THEREFORE, be it hereby: 

 

 Resolved: to authorize and approve PEU to enter into a term loan (the “New Loan”) 

to be advanced under and subject to the terms and conditions of the MLA 

and a new Promissory Note and Supplement thereto, as follows:  up to 

Six Hundred Twenty Five Thousand Dollars and No Cents 

($625,000.00), with a 25-year amortization schedule; at a rate of interest 

based on one of two interest rate options:  a weekly quoted variable rate 

option or a quoted fixed rate option, each of which would be determined 

at closing on the New Loan. 

 

  Further 

  Resolved: that the Chief Executive Officer and Chief Financial Officer of the 

Corporation are, and each of them hereby is, authorized to act as the 

Corporation’s representative (either in its own capacity, or in the 

Corporation’s capacity as the sole shareholder of PEU) for purposes of 

executing and administering the above-referenced New Loan and/or 

executing any other related documents, certificates and undertakings on 

behalf of the Corporation with respect to the said New Loan and/or the 

MLA. 
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  Further 

  Resolved: that the Chief Executive Officer and Chief Financial Officer of the 

Corporation are, and each of them hereby is, authorized to act as the 

Corporation’s representative for purposes of executing and administering 

the above-referenced continuing corporate guarantee by the Corporation 

and/or executing any other related loan documents, certificates and 

undertakings on behalf of the Corporation with respect to the said New 

Loan and/or the MLA. 

 

Pennichuck East Utility, Inc. – Intercompany Financing 

 

L. Goodhue referred the Board to his memorandum relating to Pennichuck East Utility, Inc. debt, 

which was included in the written materials.  He indicated that there is a requirement under statute 

with the Public Utilities Commission that Pennichuck East Utility, Inc. maintain a threshold of less 

than 10% short term debt to net fixed assets.  In order to maintain that threshold, management is 

seeking the Board’s approval to convert $1 million of short term intercompany debt between the 

Company and Pennichuck East Utility, Inc. to long term intercompany debt. 

 

J. McMahon reported that the Audit, Finance and Risk Committee discussed the conversion of 

the intercompany short term debt to long term debt at the Committee’s August 13, 2014 meeting, 

and indicated that the Committee is recommending that the Board approve the conversion. 

 

After discussion, on motion duly made by J. McMahon and seconded by E. Dunn, all of the 

Directors present then voting, it was unanimously 

 

 Resolved: that the Corporation is hereby authorized to lend to its subsidiary, 

Pennichuck East Utility, Inc., One Million Dollars ($1,000,000) in the 

form of a 10 year note with an interest rate of 2.7% with level payments 

over the term of the note, which note replaces current short term 

intercompany receivables between the Corporation and Pennichuck East 

Utility, Inc.; and that the Chief Executive Officer or Chief Financial 

Officer of the Corporation are each hereby authorized to take any and all 

actions, and to execute any documents or agreements, necessary to carry 

out the purpose of this resolution. 

 

Asset Management, DPaC and GIS Presentation 

 

D. DeBlois, S. Greenwood and J. Boisvert gave an update on the status of the Asset 

Management, DPaC, and GIS capital projects.  They reviewed the accomplishments to date and 

discussed the plans for 2015 - 2017.  They also reviewed the 2013 costs, 2014 budgeted costs, 

and 2015-2017 estimated costs.  A discussion ensued. 
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Engineering Division – Construction Projects and SWOT Update 

 

J. Boisvert gave a brief overview of the Engineering Division’s personnel.  He updated the Board 

on the division’s SWOT analysis (strengths, weaknesses, opportunities and threats).  He 

reviewed the 2014 Engineering Capital Budget and discussed the status of the capital projects. 

J. Boisvert then reviewed the SRF funding available for 2015 for each of Pennichuck East 

Utility, Inc., Pittsfield Aqueduct Company, Inc. and Pennichuck Water Works, Inc. 

 

S. Greenwood, D. DeBlois, M. Filion and B. Rousseau left the meeting. 

 

Move to Non-Public Session 

 

P. Indeglia moved that the Board enter into non-public session to discuss the acquisition, sale or 

lease of real or personal property or services pursuant to RSA 91-A:3, II(d).  P. Stanley seconded 

the motion. 

 

A roll call of the Directors present was taken, which resulted as follows: 

 

 Yea: J. Dore, E. Dunn, S. Genest, P. Indeglia, T. Leonard, J. Lustig,  

J. McGrath, J. McMahon, P. Stanley 

 Nay:  

 

Motion was carried to enter into non-public session at 10:20 a.m. 

 

The non-public session ended at 11:39 a.m. and the Board reconvened in public session. 

 

S. Genest moved that the Board seal the minutes of the non-public session under RSA 91-A:3, 

II(d).  P. Stanley seconded the motion.  A roll call of the Directors present was taken, which 

resulted as follows: 

 

 Yea: J. Dore, E. Dunn, S. Genest, P. Indeglia, T. Leonard, J. Lustig,  

J. McGrath, J. McMahon, P. Stanley 

 Nay:  

 

Motion was carried to seal the minutes of the non-public session. 

 

Other Business 

 

The Board reviewed the summary of management presentations for upcoming Board meetings 

and had no comments. 

 

There being no further business to come before the Board, the Chairman adjourned the meeting 

at 11:41 a.m. 

 

    /s/ Suzanne L. Ansara  

         Suzanne L. Ansara 

         Corporate Secretary 


