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Dear Mr. Conner:

At your request, Willamette Management Associates prepared a formula price analysis related to the
possible purchase of certain Aquarion Water Company (“Aquarion”) corporate property. That Aquarion
corporate property consists of the Hingham Water System (the “Water System™). The Water System
includes operating assets located in (1) the Town of Hingham, MA (“Hingham”), (2) the Town of Hull,
MA (“Hull”), (3) the Town of Cohasset, MA (“Cohasset”), and (4) the Town of Norwell, MA
(“Norwell™).

The results of our formula price analysis are presented in this report.

We understand that you (“Legal Counsel”) represent Aquarion in a potential dispute with Hingham (*“the
dispute™) over the acquisition of the Water System pursuit to section 11 of chapter 139 of the Acts of
1879 (the <1879 Charter”).

We understand that Hingham is considering the exercise of its legal right to purchase the Water System
corporate property. We understand that this corporate property includes both tangible plant assets in
service and contributory (or other) property assets.

We understand that Hingham may exercise its purchase right by paying a price determined by the pricing
formula proscribed in the 1879 Charter. The 1879 Charter provision related to the purchase right and the
purchase price formula is provided as follows:

Section 11. The town of Hingham shall have the right at any time during the continuance
of the charter hereby granted, to purchase the corporate property, and all the rights and
privileges of said company at the actual cost of the same, together with interest thereon at
a rate not exceeding ten per centum per annum, said cost to include all actual loss or
damage paid or suffered by said company for injury to person or property, deducting
from said cost any and ali dividends which may have been paid by said corporation, or at
such price as may be mutually agreed upon between said corporation and the town of
Hingham; and the said corporation is authorized to make sale of the same, and this
authority to purchase said franchise and property is granted on condition that the same is
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assented to by said town by a two-thirds vote of the voters present and voting thereon at
any annual meeting, or at a legal meeting called for that purpose.

OBJECTIVE AND PURPOSE OF THE ANALYSIS

The objectives of this analysis are twofold: (1) to identify all of the Aquarion corporate property
(including both tangible assets and contributory assets) operating as the Water System and (2) to calculate
the formula purchase price for the Water System corporate property as proscribed in the 1879 Charter.

The purpose of our analysis is to assist Legal Counsel with regard to the dispute. No other purpose is
intended or should be inferred.

THE 1879 CHARTER PURCHASE PRICE CALCULATION
Based on instructions from Legal Counsel, we calculated the Water System corporate property formula
purchase price according to the 1879 Charter by:
1. calculating the historical cost of the identified corporate property assets (“historical cost
component”),

2. adding the product that results from multiplying the historical cost component by a 10 percent
rate of return (“rate of return component™), and

3. subtracting the total Water System dividends paid to shareholders.

The 1879 Charter allows for a rate of return not exceeding ten per centum per annum. For the purposes of
our analysis, Legal Counsel instructed us to use 10 percent.

SOURCES OF INFORMATION
During the course of this assignment, we received and analyzed several documents, including the
following:
- o The Commonwealth of Massachusetts, Return of the Hingham Water Company to the
Department of Public Utilities (“DPU Reports™), December 31, 1929 through 1980
o The Acts of 1879, and specifically Chapter 139—subject Water System franchise agreement

o The Acts of 1881, and specifically Chapter 59—right to extend water service to Hull and
Cohasset

e The Acts of 1886, and specifically Chapter 88—right to increase water supply

» Responses to our information requests from Aquarton Management regarding the Water System
corporate property assets'

' Aquarion Management refers to Aquarion corporate executive Troy Dixon, director of rates and regulation and
other Aguarion personnel working under the direction and supervision of Mr. Dixon.
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Additionally, we met with Aquarion Management to discuss the availability of the documentation related
to the Water System gross plant and equipment corporate property assets.

ANALYSIS WORK PRODUCT

We calculated the formula purchase price of the corporate property assets according to the 1879 Charter
for the following assets:

Gross plant and equipment

Assembled workforce

Customer information database

Property maintenance database

SR e

Water testing records database

Gross Plant and Equipment Formula Component

On Exhibit 2 of Appendix A, we present the formula purchase price of the Water System gross plant and
equipment under two scenarios. First, we present the Water System gross plant and equipment formula
price assuming that the Hingham water treatment plant is purchased under the provisions of the 1879
Charter. Second, we present the Water System gross plant and equipment formula price assuming that the
Hingham water treatment plant (this asset is owned by an Aquarion wholly-owned subsidiary, Aquarion
Water Capital of Massachusetts, Inc.) is not included in the calculation of the purchase price formula.

For both scenarios, in order to arrive at the cost of the gross plant and equipment to be included in the
formula price analysis, we made the following calculation: we subtracted (1) the contributions in aid of
construction account and (2) the Advances account from (3) the Water System gross plant and equipment
account.

It is our understanding that Aquarion reserves its right to include the following accounts as part of the
gross plant and equipment formula purchase price component: (1) the contributions in aid of construction
account and (2) the Advances account. We understand that there may be subsequent litigation over the
application of the formula price under the provisions of the 1879 Charter. The exclusion of (1) the
contributions in aid of construction account and (2) the Advances account as part of the gross plant and
equipment formula purchase price component was solely for illustrative purposes and was performed at
the direction of Legal Counsel for this report.

Gross Plant and Equipment

Aquarion Management provided us with the gross plant and equipment account summary documents
(included in Appendix B) that we relied on 1n this formula price analysis. We refer to these documents as
“the plant and equipment documents.” We understand that Aquarion Management used the following
sources to prepare the plant and equipment documents:
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1. Company general ledgers for the Hingham Water Company and Aquarion Water Company of

Massachusetts
2. Massachusetts Department of Public Utility Reports (“DPU Reports”)
3. Crystal Reports and journal entry support
4. SAP database
5. Company estimates

6. Report of physical property to the Department of Public Utilities (“"DPU™)

7. Hingham Water Company’s Control Account Ledger

Although the DPU Reports were used to create the majority of the plant and equipment documents, the
DPU did not commence operations until 1929. For the years prior to 1929, Aquarion Management relied
on general ledger documentation for plant and equipment cost information.” Because Aquarion is an
investor owned utility the DPU requires it to file annual reports. That is, Aqguarion must file a DPU
Report cach year. A more specific description of the DPU Reports is provided below.

For the time period beginning in November 30, 1879 to June 30, 1916, the Hingham Water Company
general ledger listed the total plant assets of the Water System for each year from 1879 to 1916. And, the
general ledger provided a categorized asset listing for each year. Total plant assets were categorized in the
following groupings: (1) land, (2) structures, (3) transmission and distribution mains (“T&D Mains”), (4)
consumer meters, (5) office equipment, and (6) shop equipment.

In each year, from 1879 to 1916, the company general ledger listed the gross amount of total assets and
each categorized group reflecting additions and retirements. For example, in 1894, the T&D Mains
account increased by $23,685 from $265,510 in 1893 to $289.194 in 1894, The $23,685 account balance
increase reflects the net change of the T&D Mains gross plant and equipment account for the one vear
period ended in June 1894.

For the eight year time period beginning in 1917 and ended in 1924, Aquarion Management estimated the
Water System total plant assets account balances for each year. We understand that it was necessary to
estimate the Water System total plant assets from 1917 to 1924 because Aquarion Management was
unable to find applicable general ledgers or other supporting documentation.

During this time period, the Water System total assets balance increased by $32,603 a vear. This $32,603
increase was based on the reported change in Water System total assets from $714,054 in 1916 to
51,036,1335 i 1928, minus $61,4358 of net additions and retirements recorded during the 1924 to 1927
period.”

Therefore, the 1917 to 1924 annual total plant assets account estimate used by Aquarion Management was
calculated by performing two procedures as follows: (1) $1,036,335 minus (861,438 + $714,054) =
$260,823, and (2) $260,823 was divided by § years = $32,603.

? The DPU is responsible for oversight of investor-owned electric power, natural gas, and water utilities in
Massachusetts.

* Aquarion Management located reports in 1925-1928 reflection asset additions and asset retirements over that
period. The net of additions and retirements i this period was $61,458.
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Plant and equipment account figures for the years ended December 31, 1928 through 1980, 1983, 1985
through 1987, were provided by the DPU Reports. Aquarion Management provided us with copies of the
DPU Reports that were used as source documents for the plant and equipment account balances during
the time period beginning in 1929 and ending in 1980.*

The starting point for the DPU Report source data was the December 31, 1929 report (“1929 DPU
Report™). The 1929 DPU Report provided both (1) the Water System total plant assets and (2) a
categorized listing of the Water System assets. This categorized Water System asset listing provided
additions and retirements during cach year.

For example, the 1929 DPU Report provided (1) the asset category balance as of December 31, 1928 and
(2) the subsequent changes in the respective asset category. The DPU Report listed asset additions and
retirements separately.

The 1929 DPU Report included more detailed asset classification categories than did the company general
ledger reports that were relied on for the 1879 to 1916 time period. Therefore, certain of the asset
categories required an adjustment in 1928 from the previously reported asset category classifications. It is
important to note that the adjustment impacted the asset categorization only. The adjustment did not
impact the overall dollar amount of asset investment.

As the source of the plant and equipment account data, Aquarion Management used other DPU Reports
called “Report Physical Property,” for years 1981 to 1987. It is important to note that information
provided in the Report Physical Property reports agreed with annual DPU Reports for the years 1983,
1985, 1986, and 1987.

Also for the 1981 to 1987 time period, Aquarion Management used.the Hingham Water Company’s
Control Accounts Ledger as another control reference document. For the year 1986, Aquarion
Management made certain adjustments fo reconcile the plant and equipment asset categories to the asset
account categories posted in the general ledger.

Aquarion Management advised us that, after 1988, the Water System located in Hingham was combined
with other Massachusetts water system assets for the purpose of filing the annual DPU reports. Since the
DPU Reporis no longer separated the financial and asset records of the Aquarion Massachusetts water
systems, the DPU Reports prepared after 1987 were not relied on to prepare the plant and equipment
documents.

From 1988 to 1999, Aquarion Management relied on the Hingham Water Company’s Control Accounts
Ledger for plant and equipment account asset additions and retirements.

In 2000 and 2001, the Water System was owned by American Water Company (“American Water™). In
2002, Aquarion acquired the Massachusetts assets of American Water.

Aquarion Management was not able to locate the complete and detailed 2000 and 2001 plant and
equipment asset records from the American Water files. Aquarion estimated the plant and equipment

* Of note, the DPU Report from 1931 was not a complete copy. And, also of note, in 1938 adjusting entries were
made to incorporate suggestions from DPU auditors.

E- 1
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asset balances based on the recorded plant and equipment asset balances at the end of 1999 and the
recorded plant and equipment asset balances at the beginning of 2002,

In addition to general ledger documentation, Aquarion Management used other account ledgers and
accounting journals as source documents for the plant and equipment information provided to us. For the
time period beginning in 2002 and ended mm 2006, Aquarion Management used reports called “crystal
reports” as the source documentation for the plant and equipment account.

For the time period beginning in 2007 and ended in 2011, Aquarion Management used the Aquarion SAP
database system to generate plant and equipment account detail for the Water System. The SAP database
system is a comprehensive accounting database system. The SAP database contains extensive automated
records of the Hingham Water System plant and equipment assets that were placed in service between
fiscal year 2007 to fiscal year 2011,

Contributions in Aid of Construction Account

In the plant and equipment documents, Aquarion Management listed the Water System contributions in
aid of construction (“"CIAC”) from 1942 10 2011, From 1942 to 1988, the CIAC is presented as an exact
dollar amount in the plant and equipment.

Due to the consolidation of the financial and plant records of the Massachusetts water systems in 1987,
Aquarion Management made certain assumptions to allocate CIAC to the Water System. In order to
allocate the total CIAC account to the Water System, Aquarion Management applied a three factor
method.” This CIAC account allocation method was performed in the following three procedures.

First, for each year, (1) the Water System gross plant and equipment was calculated as a percentage of the
total AWCM gross plant and equipment assets, (2) the Water System gross plant and equipment including
the water treatment plant asset was calculated as a percentage of the total AWCM gross plant and
equipment assets, and {3) the Water System customers were calculated as a percentage of the total
AWCM customers.

Second, an average of the three factors was calculated for each year. During the period of 1989 to 2002,
the average allocation factor ranged from 63.2 percent to 73.6 percent.

Finally, the change in the AWCM CIAC account balance was multiplied by the average allocation factor
for each year to arrive at the total CIAC adjustment allocation to the Water System.

Beginning in 1989 and through 2002, Aquarion Management added an allocation of the change in the
consolidated AWCM CIAC account as compared to the prior period consolidated CIAC balance. For
example, in 1999, $60,316 was added to the 1998 CIAC balance of $2,209,604.

The CIAC balance for 2002 was increased for known contribution activity for the Water System for the
period of 2003 through 201 1.

> In addition to the allocation of CIAC, this same three factor method was used to allocate Advances and
distributions.
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Advances Account

Advances are the initial contributions in aid of construction which are subject to refund to developers
within five years from the date of the contribution. After five years, any amounts not refunded are moved
to the consolidated CIAC account.

In the plant and equipment documents, Aquarion Management lists the Water System advances account
balances from 1949 to 2011. From 1949 to 1988, the advances account balances are presented as an exact
amount, with the exception of the vears 1982 and 1984. In those two years, the dollar amounts of the
Advances were estimated by calculating an average of the prior year and the subsequent year advances
account balance.

Beginning in 1989 and through 2000, Aquarion Management added an allocation of the advances account
to the prior period advances account balance. For example, in 1999, $704,145 was added to the 1998
advances account balance of $624,366.

Aquarion Management allocated the advances account to the Water System using the same three factor
allocation method that was applied to allocate the CIAC account. This allocation procedure was necessary
because the Water System advances account was combined with the total consolidated AWCM advances
account.

The advances account is presented as an exact dollar amount for time periods subsequent to 2000.

Purchase Price Formula Calculation Scenario One - With the Water Treatment Plant

On Exhibit 2, we arrived at the formula purchase price of the gross plant and equipment corporate
property by performing the following procedures.

First, we calculated the historical cost component (with the water treatment plant) for each year from
1879 to 201 1. In order to arrive at the historical cost component, we added:

1. the historical cost of gross plant and equipment corporate property to,

b

the historical cost of the Hingham water treatment plant, and

hed

the historical balance of the Hingham water treatment plant restricted cash account.

And, we then subtracted:
4. the contributions in aid of construction account, and

5. the advances account.

We calculated the historical cost of gross plant and equipment corporate property assets to be $68.2
million, as of December 31, 2011.

Next, we multiplied the historical cost component of $68.2 million by the 10 percent rate of return
component. We repeated this procedure for the each year from 1879 to 2010. We then summed the rate of
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return component for the 1879 to 2011 period. We calculated a total rate of return component of $124.6
million,

Finally, we added the historical cost component of $68.2 million to the total rate of return component of
$124.6 million, to arrive at a purchase price formula calculation with the water treatment plant of $192.9
million, as of December 31, 2011.

Purchase Price Formula Calculation Scenario Two—Without the Water Treatment Plant

On Exhibit 2, we arrived at the formula purchase price of the gross plant and equipment corporate
property by performing the following procedures.

First, we calculated the historical cost component (without the water treatment plant) for each year from
1879 to 201 1. In order to arrive at the historical cost component, we subtracted:

1. the contributions in aid of construction account, and

Pod

the Advances account from,

3. the historical cost of gross plant and equipment corporate property.

We calculated the historical cost of gross plant and equipment corporate property assets to be $28 million,
as of December 31, 2011,

Next, we multiplied the historical cost component of $28 million by the 10 percent rate of return
component. We repeated this procedure for the each year from 1879 to 2010. We then sumimed the rate of
return component for the 1879 to 2011 period. We calculated a total rate of return component of $60.1
million.

Finally, we added the historical cost component of $28 million to the total rate of return component of
$60.1 million, to arrive at a purchase price formula calculation without the water treatment plant of $88.1
million, as of December 31, 201 1.

Assembled Workforce Corporate Property

The success of a business enterprise often depends on the training and experience of its assembled
workforce. The assembled workforce represents an important and productive asset of the business, and it
is valuable corporate property.

In Exhibit 3 of Appendix A, we present our calculation of the formula purchase price of the Water System
assembled workforce corporate property.

In Appendix C, we present the supporting information provided to us by Aquarion Management.
As of December 31, 2011, the Water System employed 14 employees. The longest tenured emplovee was

hired in 1973, and the most recent employee was hired in 2010. We were provided with the historical
salary at the date of hire for each of the 14 employees.
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Because the Water System employees experienced salary increases from their hire date to 2011, we were
able to calculate a salary mflation rate. The average compound annual growth rate of salary increases was
4.35 percent for the Water System emplovees.

We relied on this 4.35 percent salary inflation factor to estimate the historical cost component of the
Water System’s assembled workforce. And, we subsequently relied on the 4.35 percent estimate to
calculate the formula price of other corporate property assets.

In order to estimate the historical cost component of the Water System’s assembled workforce corporate
property asset, we performed the following procedure:

1. We multiplied (a) the base salary of each new employee in the year that the employvee was added
by (b) the cost to recruit and hire the new employee of 8.9 percent’ (of base salary), plus

2. We added the annual cost to train employees by multiplying the cumulative payroll cost by 0.9
percent’, i.e., the annual percentage of the total Water System employee time spent on employee
training activities

We added each of the costs to recruit and hire the 14 Water System employees. We concluded this cost
component to be $46,155. Next, we added the annual costs to train employees over the 1973 to 2011 time
period. We concluded this cost component to be $143,929. Finally, we added the $46,153 cost component
to the $143,929 cost component to conclude $190,084, the total assembled workforce historical cost
component. The next procedure was to apply the 10 percent rate of return component.

Based on our application of the 10 percent rate of return component, we concluded a $202,184 rate of
return component, for the measurement period beginning in 1973 and ending in 2011.

Finally, we added the historical cost component of $190,084 to the rate of return component of $202,184,
to conclude a total assembled workforce corporate property formula price of $392,267, as of December
31,2011,

It is important to note that the historical cost to recruit and hire the assembled workforce corporate
property does not include the following historical costs:

1. The internal labor costs of the company employees’ time that was dedicated to interviewing
employment candidates
2. Any relocation costs paid to new employees

3. The new hire’s inefficiency cost to the company—this cost is typically incurred because, in
general, new employees are not capable of full productivity at the date of initial hire—full
productivity may take considerable time to achieve, depending on the respective job function

4. Any employee professional license costs paid by the company, as certain employees are required
to keep current professional licenses related to their job

® The 8.9 percent cost to recruit is not specific to the Water System, this rate is the Aquarion company cost to recruit
percentage rate.
" The 0.9 percent cost to train is not specific to the Water System, this rate is the Aquarion company cost to train
percentage rate.
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Adding the aforementioned historical costs to our assembled workforce historical cost estimate would
increase the formula purchase price of the assembled workforce corporate property asset.

Customer Information Database Corporate Property

On Exhibits 4A through 4D of Appendix A, we present our formula purchase price analysis of the
customer information database corporate property formula purchase price. The customer information
database corporate property is comprised of three categories:

1. New customer connection data
2. Move-in customer connection data

3. Meter change-out data

In Appendix D, we present the supporting documentation provided to us by Aquarion Management.

New Customer Connection Data

On Exhibits 4A of Appendix A, we present our formula purchase price analysis of the new customer
connection data corporate property. Aquarion Management was able to either find supporting
documentation of or estimate the number of new Water System customers connections each year from
1879 t0 2011.

The year end in 1928 was the first year that Aquarion Management could locate the total number of Water
System customers, i.e., 5,406. Therefore, in order to estimate the number of Water System customers for
the 1879 to 1927 time period, Aquarion Management used a simple average, assuming that new customer
connections were made each year at the same amount.

We understand that Aquarion Management primarily relied on DPU Reports for new customer connection
mnformation for the period from 1929 through 2011,

Agquarion Management was not able to locate information related to 1981, 1990, and 1993, Because of
this lack of information, Aquarion Management assumed that no customers were added in 1981, 1990,
and 1993,

Aquarion Management estimated that the historical labor cost per new customer connection was $320 per
connection, as of December 31, 2011. We understand that the historical labor costs include the time spent
by Water System utility operations personnel and Water System customer service personnel.

In 2011, in order to calculate the cost of the new customer connection data, we calculated the historical
cost component by multiplying (1) the number of new connection connections of 58 by (2) the historical-
based labor cost per customer connection of $320, to conclude (3) the total historical direct cost of
$18,572. Next, we multiplied (1) the $18,572 historical cost by (2) the payroll overhead allocation rate of
57.3 percent to conclude (3) a $29,220 total cost for the year ended December 31, 2011.
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We performed the same procedures for the previous years ended December 31, 1879 through December
31, 2010 to calculate the Water System’s historical cost component for each respective year. The primary
calculation difference between the year ended December 31, 2011 and the previous vears is due to the
decrease in the labor cost per year by 4.35 percent.

We added each period’s historical cost component from December 31, 1879 through December 31, 2011,
in order to conclude a $1.1 million historical cost component. The next procedure was to apply the 10
percent rate of return component.

Based on our application of the 10 percent rate of return component, we arrived at $2.5 million. We then
added the $1.1 million historical cost component to the $2.5 million rate of return component to conclude
the formula purchase price of the customer information database corporate property asset.

Based on our analysis, we estimated the formula purchase price of the new customer connection portion
of Water System’s customer information database corporate property asset was $3.6 million, as of
December 31, 2011,

Move-in Connection Customer Data

On Exhibits 4B of Appendix A, we present our formula purchase price analysis of the move-in
connection customer data corporate property.

Aquarion Management estimated that during a 50 month measurement period—i.c., November 1, 2007 to
December 31, 201 1—the Water System averaged approximately 87 customer account changes per month.
On an annualized basis, that 87 account changes per month corresponds to a 1,049 account changes per
year.

Aquarion Management estimated that the Water System historical labor cost per account change was
$8.50, as of December 31, 2011. We understand that the historical labor costs include the time spent by
Water System billing setup personnel and Water System customer service personnel.

We understand that, based on the current number of the Water System customers, it would take
approximately 12 vears to retire (i.e., turnover) all of the current customer accounts. Therefore, we
assumed that the move-in connection customer data was relevant over a 12 year period.

In 2011, we calculated the Water System’s historical cost component of the customer information
database by multiplying (1) the number of connections per vear of 1,049 customers by (2) the historical-
based labor cost per customer connection of $8.50, to conclude on $8,919 total historical base labor cost.
Next, we multiplied the $8,919 historical cost by the payroll overhead allocation rate of 57.3 percent to
arrive af $14,032 total cost for the year ended December 31, 2011,

We performed the same procedures for the previous yvears ended December 31, 2000 through December
31, 2010 to calculate the Water System’s historical cost component for each respective year. The primary
calculation difference between the year ended December 31, 2011 and the previous years is due to the
decrease in the labor cost per year by 4.35 percent.

We added each period’s historical cost component from December 31, 2000 through December 31, 2011,

in order to conclude a $134,674 historical cost component. The next procedure was to apply the 10
percent rate of return component.
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Based on our application of the 10 percent rate of return component, we arrived at $80,734, We then
added the $134,674 historical cost component to the $80,734 rate of return component to conclude the
formula purchase price of the customer information database corporate property asset.

Based on our analysis, we estimated the formula purchase price of the move-in customer connection
portion of Water System’s customer information database corporate property asset was $215,407, as of
December 31, 2011,

Meter Change-out Data

On Exhibits 4C of Appendix A, we present our formula purchase price analysis of the meter change-out
data customer data corporate property. We understand that Aquarion has a company policy to replace its
customer meters every ten years.

Aquarion Management estimated that labor cost per meter change out was approximately $30 each, as of
December 31, 201 1. We understand that the historical labor costs include the time spent by Water System
utitity operation personnel! and water system customer service personnel.

For 2011, we calculated the Water System’s historical cost component by multiplying (1) the average
number of replacement meters each year of 1,247 by (2) the historical-based labor cost per customer
connection of $30, to conciude a $37,136 total historical direct cost. Next, we multiplied the $37,136
historical cost by the payroll overhead allocation rate of 57.3 percent to conclude a $58,427 total cost for
the year ended December 31, 2011.

We performed the same procedures for the previous years ended December 31, 2002 through December
31, 2010 to calculate the Water System’s historical cost component for each respective year. The primary
calculation difference between the year ended December 31, 2011 and the previous years is due to the
decrease in the labor cost per year by 4.35 percent.

We added each period’s historical cost component from December 31, 2002 through December 31, 2011,
in order to conclude a $486,001 historical cost component. The next procedure was to apply the 10
percent rate of return component.

Based on our application of the 10 percent rate of return component, we arrived at $250,279. We then
added the $486,001 historical cost component to the $250.279 rate of return component to conclude the
formula purchase price of the meter change-out data corporate property asset.

Based on our analysis, we estimated the formula purchase price of the customer meter change-out portion
of Water System’s customer information database corporate property asset was $736,280, as of December
31,2011,

Customer Information Database Summary

On Exhibits 4D of Appendix A, we present our formula purchase price analysis of the summary data of
the customer information database corporate property. We combined the three customer information
database categories related to the Water System’s customer information database to conclude a combined
formula purchase price of $4.6 million.
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Based on our analysis, we estimated the formula purchase price of the Water System’s customer
mformation database corporate property asset was $4.6 million, as of December 31, 2011,

Property Maintenance Database Corporate Property

On Exhibit 5 of Appendix A, we present our analysis of the formula purchase price of the Water System’s
property maintenance database corporate property asset.

In Appendix E, we present the supporting source information provided to us by Aquarion Management.

Based on the source documentation provided to us, the historical labor cost of creating the Water System
property maintenance records was $9,320 per year, as of December 31, 2011.

Also, according to the company source documentation, based on the life and age of the company’s
Massachusetts utility property from a book depreciation perspective, it would take 44 years to fully
depreciate all the Massachusetts corporate property, as of December 31, 2011, Therefore, we analyzed
data for the Water System’s property maintenance database corporate property for a 44 year period.

We calculated the historical cost component of the property maintenance database by multiplying (1) the
Water System’s historical base labor cost of $9,320, by (2) the 57.3 percent payroll overhead allocation
percentage. We concluded a $14,664 historical cost component of the property maintenance database for
the year ended December 31, 2011,

We performed the same procedures for the previous years ended December 31, 1968 through December
31, 2010 to calculate the historical cost component for each respective year. The primary calculation
difference between the year ended December 31, 2011 and previous years is due to the decrease in the
labor cost per year by 4.35 percent.

We added each period’s historical cost component from December 31, 1968 through December 31, 2011,
to conclude a $297,736 total historical cost component. The next procedure was to apply the 10 percent
rate of return component.

Based on our application of the 10 percent rate of return component, we concluded a $476,515 total rate
of return component. We then added the $297,736 historical cost component to the $476,515 rate of
return component to conclude the formula purchase price of the property maintenance database corporate
property asset.

Based on our analysis, we estimated that the formula purchase price of the maintenance database
corporate property asset was $774,251, as of December 31, 201 1.

Water Testing Records Database Corporate Property

On Exhibit 6 of Appendix A, we present our analysis of the formula purchase price of the water testing
records database corporate property asset.

In Appendix F, we present the supporting source information provided to us by Aquarion Management.
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Historical water testing records are maintained for bacteria testing, turbidity results, sanitary surveys,
chemical usage, lead and copper levels, and other agency required testing records.

Based on the supporting source documentation, the historical labor cost spent to create the Water
System’s property maintenance records was $6,746 per vear, as of December 31, 2011. The historical
labor costs are based on the required time spent per vear by (1) a company administrative assistant and (2)
a water treatment plant operator.

Also, based on our analysis of supporting documentation, the Water System retains its water testing
records for a period of three to 12 years. Therefore, we analyzed 12 years of data related to the Water
System water testing records.

We calculated the historical cost component of the water testing records database corporate property by
multiplying (1) the Water System’s historical base labor cost of $6,746, by (2) the 57.3 percent payroli
allocation percentage. We concluded the $10,614 historical cost component price of the water testing
records database corporate property for the year ended December 31, 2011.

We performed the same procedures for the previous vears ended December 31, 2000 through December
31, 2010 to calculate the historical cost component for each respective year. The primary calculation
difference between the year ended December 31, 2011 and previous years is due to the decrease in the
labor cost per vear by 4.35 percent.

We added each period’s historical cost component from December 31, 2000 through December 31, 2011,
to conclude a $101,868 total historical cost component. The next procedure was to apply the 10 percent
rate of return component.

Based on our application of the 10 percent rate of return component, we conclude a $61,068 rate of return
component. We then added the $101,868 historical cost component to the $61,068 rate of return
component to conclude the formula purchase price of the water testing records database corporate
property asset.

Based on our analysis, we calculated the formula purchase price of the water testing records database
corporate property asset was $162,936, as of December 31, 2011.

Water System Corporate Dividends

On Exhibit 7 of Appendix A, we present our analysis of the total Water System corporate dividends over
the 1879 to 2011 time period. Total Water System corporate dividends are presented for both Scenario 1
and Scenario 2.

In Appendix B, we present the supporting source information provided to us by Aquarion Management.
For the time period beginning in 1881 and ending in 1916, the general ledger documentation provided the

dividend information. From 1917 to 1927, there was a break in information, whereby Aquarion
Management could not locate supporting dividend payment information.
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For the time period beginning in 1917 and ended in 1927, dividends are assumed to be equal to the 1928
dividend payment of $26,400 each year. We note that this 1928 dividend payment was larger than any
previously observed dividend payment.

For the time period beginning in 1928 and ended in 1980, the dividends (both common stock and
preferred stock dividends) data were derived from the DPU Reports source documentation.

Starting in 1954 and ended in 1990, the Water System had preferred stock ouistanding. Therefore, the
Water System paid preferred dividends over that period. In 1981, 1982, and 1984, preferred dividends
were estimated using the prior ten-year average of preferred dividend payments. For example, in 1981,
the ten-year average was calculated using preferred stock dividend payments from 1971 to 1980. The ten-
year average figure that was used for 1981 was $10,518.

Over the 1981, 1982, and 1984 time period, the Water System common stock dividends were estimated
based on the calculation of a proceeding ten-year average common stock dividend payment. The common
stock dividend estimate was performed similarly to the preferred stock dividend estimate.

For the period beginning in 1985 and ended in 1988, Aquarion Management used the Water System
company ledgers to provide preferred stock and common stock dividend payments.

For the period beginning in January 1, 1989 and ended in December 31, 2011, Aquarion Management
allocated a portion of the total Aquarion corporate dividend payment to the Water System. Aquarion
Management based this allocation on a three factor allocation method. This three factor method was the
same allocation account method emploved to arrive at the Water System CIAC account for the 1989 to
2002 ume period and the Water System Advances for the 1989 to 2000 time period.

For Scenario 1, including the Aquarion Water Capital of Massachusetts (i.e., Aquarion subsidiary that
owns the Hingham water treatment plant asset) total dividends, the total dividends (both common stock
dividends and preferred stock dividends) to shareholders as of December 31, 2011 were $14.3 million.

For Scenario 2, not including the Aquarion Water Capital of Massachusetts total dividends, the total
dividends (both common stock dividends and preferred stock dividends) to shareholders as of December
31,2011 were $9.7 million.

SUMMARY AND CONCLUSION OF THE 1879 CHARTER PURCHASE PRICE CALCULATION

Based on our instructions from Legal Counsel, we calculated the formula purchase price of the Water
System corporate property according to the formula presented in the 1879 Hingham Charter.

We calculated the formula purchase price of the corporate property assets according to the 1879 Charter
for the following assets:

1. Gross plant and equipment

o]

Assembled workforce

Customer information database

Rl

Property mamtenance database
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5. Water testing records database

Gross Plant and Equipment

We were asked to calculate gross plant and equipment corporate property assets under two scenarios. The
primary difference between Scenario 1 and Scenario 2 is the inclusion—or exclusion—of the Hingham
water treatment plant. For Scenario 1, we included t"he Hingham water treatment plant. And, for Scenario
2, we excluded the Hingham water treatment plant.

Scenario 1

For Scenario 1, we calculated the historical cost of gross plant and equipment corporate property assets to
be $68.2 million as of December 31, 2011.

Next, we multiplied the historical cost component of $68.2 million by the 10 percent rate of return
component. We repeated this procedure for the each year from 1879 to 2010. We then summed the rate
return component for the 1879 to 2011 period, we concluded a $124.6 million rate of return component.

Finally, we added the historical cost component of $68.2 million to the rate of return component of
$124.6 million, to conclude a formula purchase price of $192.9 million, as of December 31, 2011.
Scenario 2

For Scenario 2, we calculated the historical cost of gross plant and equipment corporate property assets to
be $27.9 million, as of December 31, 2011.

Next, we multiplied the historical cost component of $27.9 million by the 10 percent rate of return
component. We repeated this procedure for the each year from 1879 to 2010. We then summed the rate
return component for the 1879 to 2011 period, to conclude a $60.1 million rate of return component.

Finally, we added the historical cost component of $27.9 million to the rate of return component of $60.1
million, to conclude a formula purchase price of $88.1 million, as of December 31, 2011.

Assembled Workforce

Based on our analysis, we arrived at $190,084 for the historical cost of the assembled workforce corporate
property. The next procedure was to apply the 10 percent rate of return component.

Based on our application of the 10 percent rate of return component, we concluded a $202,184 rate of
return component for the measurement period beginning in 1973 and ending in 2011,

Finally, we added the historical cost component of $190,084 to the rate of return component of $202,184,
to conclude a formula purchase price of $392,267, as of December 31, 2011.

Willamette Management Associates



Joe A. Conner, Esq.
June 29, 2012
Page 17

Customer Information Database

We added each period historical cost component from the respective time periods for each portion of the
customer information database, to conclude $1.7 million ($1.1 million, $134,674 and $486,001
respectively). The next procedure was to apply the 10 percent rate of return component.

Based on our application of the 10 percent rate of return component, we arrived at a $2.9 million rate of
return component ($2.5 million, $80,734 and $250,279 respectively). We then added the $1.7 million
historical cost component to the $2.9 million rate of return component to conclude the formula purchase
price of the customer information database corporate property asset.

Based on our analysis, we estimated the formula purchase price of the customer information database
corporate property asset to be $4.6 million, as of December 31, 2011.

Property Maintenance Database

We added each period historical cost component from December 31, 1968 through December 31, 2011, to
arrive at $297,736. The next procedure was to apply the 10 percent rate of retum component.

Based on our application of the 10 percent rate of return component, we concluded a $476,5135 rate of
return component. We then added the $297 736 historical cost component to the $476,515 rate of return
component to conclude the formula purchase price of the property maintenance database corporate
property asset.

Based on our analysis, we calculated the formula purchase price of the maintenance database corporate
property asset to be $774,251, as of December 31, 2011.

Water Testing Records Database

We added each period historical cost component from December 31, 2000 through December 31, 2011, to
conclude $101,868. The next procedure was to apply the 10 percent rate of return component.

Based on our application of the 10 percent rate of return component, we concluded a $61,068 rate of
return component. We then added the $101,868 historical cost component to the $61,068 rate of return
component to conclude the formula purchase price of the water testing records database corporate
property asset.

Based on our analysis, we concluded the formula purchase price of the water testing records database
corporate property asset to be $162,936, as of December 31, 2011,

Summary of Identified Water System Corporate Property

On Exhibit 1A of Appendix A, we present the summary and conclusion of our formula purchase price
calculation. This summary and conclusion includes the Hingham water treatment plant in the formula
purchase price.
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On Exhibit 1B of Appendix A, we present the summary and conclusion of our formula purchase price
calculation. This summary and conclusion excludes the Hingham water treatment plant in the formula
purchase price.

Scenario |

We added the cost components of each of the corporate property assets including: gross plant and
equipment of $192.9 million, assembled workforce of $0.39 million, customer information database of
$4.6 million, property maintenance records database of $0.77 million, and water testing records database
of $0.16 million. We calculated the total cost formula purchase price based on the 1879 Charter pricing
formula for the total corporate property of $198.8 million.

For the next procedure, we subtracted $14.3 million of Water System dividends from the total cost
formula purchase price of the total corporate property of $198.8 million. We concluded a formula
purchase price of the Hingham Water System corporate property of $184.5 million, based on section 11 of
the 1879 Charter.

Based on our analysis, the formula purchase price of the Hingham Water System corporate property, as of
December 31, 2011, 13 (rounded):

$184.460.000.°

Scenario 2

We added the total cost components of each of the corporate property assets including: gross plant and
equipment of $88.1 million, assembled workforce of $0.39 million, customer information database of
$4.6 million, property maimtenance records database of $0.77 million, and water testing records database
of $0.16 million. We calculated the total cost formula purchase price based on the 1879 Charter pricing
formula for the total corporate property of $94.0 million.

For the next procedure, we subtracted $9.7 million of Water System dividends from the total cost
purchase price of the total corporate property of $94.0 million. We concluded a formula purchase price of
the Hingham Water System corporate property of $84.3 million, based on section 11 of the 1879 Charter.

Based on our analysis, the formula purchase price of the Hingham Water System corporate property, as of
December 31, 2011, is (rounded):

$84.280.000,”

¥ We reserve the right to amend our opinion if and when new data become available. We note that the $184 460,000
purchase price estimate is subject to limitations.
? We reserve the right to amend our opinion if and when new data become available. We note that the $84,280,000
purchase price estimate is subject to limitations.
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LivITATIONS OF QUR CONCLUSION

The historical cost of each of the Water System corporate property assets, with the exception of the gross
plant and equipment corporate propetty assefs account, was caloulated over a finite time period.
Therefore, the formula purchase price of each of the Water System corporate property assets could be
greater than our current calculations indicate.

In addition to the finite time period limitation, we previously stated limitations of our assembled
workforce corporate property asset caloulation. If we receive the indicated information that is not
currently available to us, then our caleulation of the fornula purchase price of the assembled workforce
corporate property asset would be greater than the $0.39 million stated herein.

We calculated the formula purchase price of the Water System corporate property assets based on the
information available to us. If additional information becomes available to us, we reserve the right to
amend this analysis,

During this assignment, we were provided with unaudited financial and operational data with respect to
the Water System. We accepted these data without independent verification or confirmation.

We are independent of the Hingham Water System (and ifs owners) and all other parties agsociated with
the dispute. We have no current or prospective financial interest in the subject Water Sysiem corporate
property. Our fee for this analysis was in no way influenced by the results of our formula purchase price
caleulation.

The professional qualifications of the principal analyst are presented for information purposes only.

Very truly yours,

WILLAMETTE MANAGEMENT ASSOCIATES

#

f;} 3 R /
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Robert F. Reilly

&
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APPENDIX A - EXHIBITS
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EXHIBiY
ARUARION WATER COMPANY - HINGHAM WATER SVETEM
GREOSSPLANT AXDEOUY HECORPORATE PROPERTY
FORMULA PURCHASE PRICE OF E2 4
ACTORDING TO THE 1878 CHARD &?ﬁl&ﬁ“»u FPORMULA
AZOF DECEMBER 33 2011
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ALFUARION WATER COMPANY - HINGHAM WATER SYSIEM
GROSE PLANT ARD BOUIFMENT CORPORATE PROPERTY
FORMULA PURCHASE PRICE OF COBPORATE PROPERYTY
ACCORDING TO THE 1870 CHARTER PRICING ¥FORMULA
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EXHIBIT 44
AQGUARION WATER COMPANY - HINGHAM WATER SYSTEM
CUSTOMER INFORMATION DATABASE CORPORATE PROPERTY - NEW CUSTOMER CONNECTION DATA
FORMULA PURCHASE PRICE OF CORPORATE PROPERTY
ACCORDING TO THE 1879 CHARTER PRICING FORMULA
AR OF DECEMBER 31, 2011
Page Lof 2}
Historical Conmlative
Base Total Hixtovival
Cumnlative Labor Cost per Historical Overhead Full Absorption Labwr Cost of 16% Return on
MNumber of Numnber of Customer Castomer Buse Laboy Allpcation Labor Cost of New Customer Corporate
Year Connections Counections Per Year Conppectivn [a} Costs Percent Employes Connestion Property
A B AXB=C i CxP=E ¥ Fx 0%
fia 4 5 5 % s 3 $

108 Li6 125 187 i

e 4 L3t 131 206 2t

108 1.26 {36 215 21
1882 i) i.32 142 224 e
1HE3 e 138 145 34 23
1884 108 144 155 248 et
1HES 108 130 152 354 25
1886 108 136 169 266 27
1&87 108 183 176 277 28
&858 1068 {70 184 28Y 29
1889 8 178 oz 362 30
1866 i3 183 206 3z G2
1561 108 1493 08 329 k]
1892 108 el 4 218 343 12
1ES3 108 211 227 358 165
1894 108 228 237 373 02
1808 108 229 248 0 241
1896 8 239 258 466 282
1897 i3 250 paci] 44
1898 108 .60 281 443
1399 08 el ied 294 373 462
FERAY 108 2. G 37.3 452
1501 108 30 57.3 303
12 108 334 ST3 328
1903 g 48 373 348
1904 08 363 373 571
1903 108 379 373 296
1906 108 96 37. 622
1907 108 413 313 G
1968 108 431 7.3 678 D318
1909 108 449 573 77 15025
910 124 359 57.3 738 16,763
811 108 339 373 T 11,533
1512 e 511 37.3 803 12336
913 108 333 37.3 3% 13174
1943 108 356 373 &7 1449
913 108 38D 37.3 913 14962
1916 108 B8 57.3 353 13915
1817 108 832 57.3 a4 16505
1218 223 639 57.3 1,037 17,946
91 168 H8E 373 1082 19008
920 108 718 373 1129 20,158
1921 108 TR 57.3 117 2133
w22 168 TE2 573 1,230 22366
1923 08 Rig 573 1283 23850
1924 108 831 573 1339 25,189
jicaad 108 248 373 1,397 26,386
1926 168 97 373 28034
1927 s o587 37.3 23366
1R 1 LO8S 57.3 38242
1929 129 1,258 37.3 33221
1930 o3 867 573 34742
1931 73 785 573 35978
g3z 38 532 373 36,815
1933 {4663 {53883 573 38338
93 A 483 373 29098
G35 64 s} 8066 57.3 30368
1936 45 1314 591 323
1937 54 1371 740 S7.3
1938 41 1430 587 57.3
1939 85 13.93 1269 373
1940 [ 15,58 93 373
1941 170 16.23 2783 373
1942 37 16.96¢ 438 7.3
1943 g 177 142 37.3
1944 i 1847 185 57.3 P
1945 i 19.27 s 57.3 637
1938 60 2041 1207 373 1398
i247 17 20.9% 3.56% 373 3613

Original Data Sources: Aquarion B and do fon provided o Appendix D
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EXHIBIT 44
AQUARION WATER COMPANY - HINGHAM WATER SYSTEM
COSTOMER INFORMATION DATABASE CORPORATE PROPERTY - NEW CUSTOMER CONNECTION DATA
FORBTIA PURCHASE PRICE OF CORPORATE PROPERTY
ACCORDING T0O THE 1879 CHARTER PRICING PORMULA
AS OF DECEMBER 31, 2011
{Page 2 of Iy

Historieal Comutative
Hase Total Historieal
Carmmduitve Labey Cost pey Histostoal Overhend Fufl Absorption Labor Cost of 10% Retwrn on
Number of rawber of Castomer Custoroey Base Laboy Adlpeation Laber Cost of New Cuxtosper Corporaie
Year Connectiony Conpections Pey Yeur Coupection {8 Loty Pereent Employer Conpection Property
A k-3 A X B = O i Cxh=§ ¥ ¥Fx 10%
4 3 3 k3 had 3 % k3
1935 {2823 {8175y {9.7163 s
159 Ty 17,138 248,964 565,304
1950 73 1741 BRIAL
19Ry 31 71 o456
1982 5y 13424 1876
1953 1555 42003
1984 s 8573
1958 A36 15515
1958 {158 {3.0643
1957 336 14006
1955 7% 2518
1959 {193y (5.7513
jisic) 253 .00
961 23 B7E
1562 152 GHEL
1965 & (332
1964 210 05
106s 28 1310
1966 s 12347
a7 @3 3574
1968 128 65650
190 48 7528
1870 S0 £028
1971 G5 BAS
1972 o7 L5902
1973 r 5016
1978 53 3811
1978 &1 SEG0
1976 1z7 @il
jri 378 28R
1978 (€535} fa Xt s 53]
197% 118 H573 303447
1980 7o 6,758 314079
1Ry - - 314079
1983 162 15088 237830
16183 74 Taad 349,136
1984 116 11,765 25T 56
1988 16558 b 04T 384,131
1986 13,845 186 206,542 AL6,430
1087 161,528 317 (36,5323 358573
1988 106,764 36 38,381 03 B82S
1988 11,149 388 48313 70638
195G 13,188 - - - ATOLER
1o HEEEY {3223 {43,000y {69,225} 410412 41041
1962 10202 TH 10094 16,825 AZTL3E 2RI
1993 JLtRes <4 - - - 427.238 42724
1994 11047 138 23065 37863 465,101 26,510
1995 11,166 1as §7.860 27785 GOLBES 49285
1996 11,112 (5%} 159.06 {2,12%) (1a,354% A7R5EE 47852
1997 11.168 58 T6.32 13,544 040688 29,407
1998 11,222 54 18400 15640 SORTOG 30071
1956 11,266 44 2 13298
e tid 11,327 &1 206,46 19238
R 115404 k&2 33341 36758
2002 11882 548 188,194 TE5TE
3 12303 151 53,112 BOORG
2004 11,978 (125} (29,710} {468,743y BALS
2008 . 004 a8 11,408 17,956 7810
2006 12158 134 334680 54,363 BIS60
07 12471 313 B4.53C 132904 LEBGS
20608 12,508 35 9863 15518 9BALT
2008 12,508 2 27,034 42,566 102,674
2010 12.682 83 HILESS 106,729
2011 12,740 S5 PN 109651
12,740
Category Totals 1008918 2,549,330
1879 Charter Pricing Formula Customer Information Database, New Congection Data Carporefe Property Total % 3648257
Footnote:
{a] Based on an smoployes Iabor cost of $326,21 fo creafe 3 new accmmd sefup. for fhe vear ended December 31, 3011, For each previcus year ended December 31, Iabor cost was decreased by 4,38
percent. For example, the bbor cost for the year ended D3 31, 2010 was as follknvs: $320. 2171+ 0435 = $306.86.
Oviginal Data S L b amd on provi T Apsendis I3
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EXHIBIT S
AQGUARION WATER COMPANY « HINGHAM WATER SYSTEM
PROPERTY MAINTENANCE DATABASE CORPORATE PROPERTY
FORMULA PURCHASE PRICE OF CORPORATE PROPERTY
ACCORDING TO THE 1879 CHARTER PRICING FORMULA
AS OF DECEMBER 31, 2011
Cumslative
Historical
Historical Overhead Full Absorption Labor Cost 10%% Retminon
Base Labor {lost Allocation Labor Cost of to Maintain Corporate
Ve ar Of Employee {a] Percent Employee Property Records Property
A 53 Ax (14 By=C D 0ox 19%
% s % 5 %

1968 573 2350 2330
1969 57.3 2452 4802
1970 57.3 2,559 7361
1971 7.3 28670 10031
1972 7.3 2786 12,817
1973 57.3 2.907 13,724
1974 573 3034 18,758
1975 57.3 3,166 21.924
1976 87.3 3304 25228
1977 57.3 3447 28675
1978 §7.3 3.597 32272
1979 57.3 3,754 36.026
1980 7.3 3917 39543
1981 57.3 4087 44031
1982 57.3 4265 48,296
1983 57.3 4451 F2.747
1984 57.3 4,644 37391
1983 57.3 4846 62,238
1986 57.3 3057 67.295
1987 57.3 3277 72572
1988 873 5,507 TROGTS
1989 7.3 R746 83.826
1990 37.3 3996 85,822
1991 573 6,257 96,080
1992 57.3 6,530 102.60%
1963 7.3 6814 109,423
1994 37.3 70 116,333
1995 57.3 7419 123,952
1996 873 7,742 131.694
1997 57.3 8079 139,773
1998 57.3 BA30 148,203
1999 57.3 8797 157,000
2000 57.3 9180 166,180
2001 7.3 D875 175759
2002 7.3 D96 1857558
2003 57.3 10431 196,185
2004 57.3 10884 207 069
2003 57.3 11,358 218427
2006 37.3 11,852 230,279
2007 37.3 12368 242,647
2008 573 12906 255,552
2009 573 13,467 269,019
20310 37.3 14,053 283,072
2011 37.3 14 664 297,736

Category Totalk 297,736 4765158

1879 Charter Pricing Formula Property Mainte nance Records Database Corporste Properxty Total 3 TT74,251

Footnote:

{a] Based on an employee salary of $88.811.71 a year whom devotes 10.4945 percent of a full yvear to maintaining the property maintenance
record database, for the vear ended December 31, 201 1. For each previous year ended December 31, labor cost was decreased by 4.35

percent. For example as of December 31, 2011 the cost of the employee was caleulated as follows: $88.811,71 X 10.4945 percent = 93204,
The employee cost for the year ended December 31, 2010 was calculated as follows: $9.320.4/41+.0435) = $8,932.

Original Data Sources: Aguarion Management, and documentation provided i Appendix E.
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EXHMIBIT ¥
AGUARION WATER COMPANY - HINGHAM WATER SVETEM
HINGHAM WATER SYSTEM DIVIDENDS
FORMULA PURCHASE PFRICE OF CORPORATE FROPERTY
ACCOROING TO THE 1879 CHARTER PRICING FORMULA
A% OF DECEMBER 3%, 2011
PAGE (1 OF 2)

Preprred Lo Total Distributions Toral By exibusions
Stockboldsys Htockboldesy Alans Cap Fochoding Masy Mt Fuohuling Mass
Yemr Pividends Dividenidy Dividends g By ide nids Cap Divide pds
55 By i) 5y o

o e s

TITL
BREIRY

2 T

@ g

5

%

i

4

!
&
44,
4

ez
%

pieka4)

Dviginat Data Sources: £ sut wons pravrbled 5o Avpendix B,
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ACHARION ¥ EPAL
: AM WATER SYSTEM DIVIDENDS

H
FORMULA PURCHASE PRICE OF CORPORATE PROPERTY
ACCORINING TO THE 1879 CHARTER PRICING FORMULA

Pre®read L oupans Total D evibaniony Totad Dauibusions
Brovkholders Srockbholde rs Aaxns Cap Fochuding dMasy Mot fncluding Mass
Ve Bividensds Dividends Divalends Lap Divide wds Ciap Dividends
A f € ERS R Aor B
iy £y £ 3) ] B3
i3 .
5,275 %
Ej .
3 .
%
1% E
i 3,53000 ";‘3
Dividond Tolsk 382878 e 485008 0 18 3845087 B IIOLTY

1879 Charter Prichag Formula Bioghss Water Syverems Dvidonds, tacluding Mass Cup

1878 Charte r Pricheg Foomals Hinghan Water Systera Dividends, Exctodiag MMase Cap

G505

Original Daa & 2 A § ] & e g & g B
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APPENDIX B — GROSS PLANT AND EQUIPMENT AND DIVIDENDS SOURCE DOCUMENTATION
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Summary Sheet of Gross Plant and Dividends

Hingham/Hull [Cohasset Water Systern

Dividends HWTP Restricted Dividends
Yesr Gross Plant CaC Add s Praferred [ Total Gross Plant Cash Reserve
1879 34,497 -
1880 4,625 -
1831 74,625 LA 2,400
1882 121921 6,000 6,000
1883 169,633 7,206 7,200
1884 198,546 7,300 7,200
1885 2103944 7,200 7,200
1886 244,331 7,20 7,500
1887 252,016 7,250 7,200
1888 266,837 7,200 7,200
1889 67,224 7,250 7,200
1890 267,266 7.200 7,30
1891 280,160 7,200 7,200
1892 284,260 7,200 7,200
1893 298,106 7,200 7,200
1894 325,976 7,200 7,200
1895 328959 7,200 7,200
1896 335,220 7,200 7,200
1897 342,362 7,200 7,200
1898 345,546 7,200 7,200
1899 MBE28 7,200 7,200
1800 353,552 7,200 7,200
1901 360,164 7,200 7,200
1802 363,356 7,200 7,200
1903 415,658 7,200 7,200
1904 434,508 7,200 7,200
1905 436,053 9,000 3,000
1906 459,438 9,000 9,000
1867 465,857 3,000 9,000
1908 473,478 9,000 5,000
1909 511,364 - 900 5,800
1910 615,844 000 3,000
1911 652,100 18,000 18,000
1912 663,879 18,000 18,000
1913 679,160 21,000 21,000
1914 688,285 24,000 24,000
1915 05,706 24,000 23,0060
1916 714,054 24,000 24,000
1917 746,657 26,400 26,400
1918 779,260 26,400 26,400
1919 811,862 26,400 26,400
1920 844,465 26,400 26,400
1921 877,068 26,400 26,400
1922 909,671 26,400 26,400
1923 942,273 26400 26,400
1924 974,876 26,400 26,400
1825 488,224 26,400 26,400
1926 1,005,878 26,400 26,400
1927 1,018,255 26,400 26,400
1828 1,036,335 - - 26,408 26,400
1929 1,055,956 13,200 13,200
1930 1,067,191 - -
1931 1075013 70,400 70,400
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1981

1983

1,084,308
1,122,798
1,156,603
1,182,015
1,188,602
1,228,923
1,260,798
1,284,514
1,311,743
1.331,004
1,368,125
1,380,838
1,382,072
1,347,633
1,420,585
1.476,896
1558059
1,553,580
1,662,307
LYLY5L7
1,822,612
2,025.293
2,282,913
2,384,627
2,585,980
2,724,625
2,776,391
2,830,076
2,896,935
3,006,087
3,125,455
3,502,386
3,649,342
3,814,016
3,580,956
4,253,732
4,372,645
4,708,539
4,872,831
5,063,938
5,244,421
5,341,422
5,422,046
5,592,603
5,695,748
5,800,786
5,912,557
5,975,633
6,173,935
6,485,063
G,906,196
7,126,364
7,415,815
8,505,701
9.321,569
9,846,543
16,154,218
10,649,594
10,923,933
11,379,591
11,801,505
12,347,211
12,924,358
15,478,439
17,201,649
17,862,017
18,618,885
18,615,432
18,435,864
19,976,488
20,313,346
21,496,067
23,049,72%
25,072,168
25,666,458
27,314,296
28,714,362
29,758,446
33,350,880
34,528,290

2,023,216
2,019,270
1,397,050
1,968,144
1,937,503
1,906,707
198,028
2,032,289
2,108,370
2,132,430
2,160,525
2,176,428
2,208,604
2,269,920
2,228,713
2.187.026
2,173,058
2,173,058
2,218,854
2,213,854
3,101,77%
3,270,870
3,270,670
3,270,670
6,372,672
6,452,292

41,848

54,044

71,628

93,803
10,267
340,623
160,879
207,263
189,159
193,106
174,279
194,563
237,255
273,845
342,148
252,003
328,987
326,921
322,933
318,720
373,710
35,112
365,191
363,756
341,215
372,251
392,728
363,467
271,303
257,850
248,197
217,216
166,520

94,701

22,883

69,389
115,895

152,601
326,478
480,032
542,074
604,427
645,702
686,732
728,132
H00,934
680,291
615,306
624,366
1,328,511
L.758,842
1.051,819
888,005
1.052,424
1,052,424

65,262
102,262

4,608
10,500
13,250
10,080

9.870

57,200

35,200

35,808
19,872

84,528
56,529
445,531
56,529
56,622
59,916
18,114
40,687
14,481
81,723
43,827
24,192

50,335
58,467
39,681
37,658
35,612
110,636

199,418
370,595
448,620
334,309
211,850
307,381
335,581
373,358
418,343
35,168
208,736

57,200
52,800
35,200
35,200
EERres)
48,200
35,200
35,200
22,000
28,600
25,300
40,400
37,200
34,800
22,800
22,800
29,760
35,808
18,872
20,976
24,240
67,153
A%,488
540,820
38,610
38,400
66,311
21278
90,088
89,168
102,188
116,991
100,966
115,172
114,218
9378
70,925
B1.575
220
0,060
72,692
30,328
52,339
25,580
92,249
50,780
38,593
8,839
58,671
68,985
49,907
44,248
49,020
116,100
4,901
4,339
2,776
2,633
290
199,418
370,525
449,620
334,308
211,850
307,381
335,581
373,358
418,349
235,168
308,736
224,800
420,400
436,974
295,848
328,521
103,231
210,575
284,784
160,385

17,389,821
37,389,921
37,389,921
37,389,921
37,389,921
37,385,921
37,388,921
37.388,921
37,439,149
37,433,149
37,439,149
37,439,149
37,439,149
37,439,149
37,439,149
37,439,149

Willamette Management Associates

3,016,795
2,015,821
3,016,820
3,018,717
3,016,951
3,016,665
3,016,717
3,016,665
3,016,935
2,803,367
2,803,523
2,803,133
2,803,054
2,803,263
2,803,315
2,803,481

3,100,000

1,504,000
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Plant Detail Account Descriptions

Account
Number Account Description

Source of Supply Plant
311 Structures & Improvements (Supply)
312 Collecting & Impounding Reserwirs
313 Lake, River, & Other Intakes
314 Wells & Springs
315 Infiltration galleries and tunnels
3186 Supply Mains
317  Other Water Source Plant

Pumping Plant
321 Structures & Improvements (Pumping)

323  Other Power Production Equipment
325 Electric Purmping Equipment

326 Diesel Pumping Equipment

327 Hydraulic Pumping Equipment

328 Other Pumping Equipment

Water Treatment Plarnt
331 Structures & improvements (Treatment)
332 Water Treatment Equipment

Transmission & Distribution Plant
341 Structures & Improvements (T&D)
342 Distribution Reserwirs & Standpipes
343 Transmission & Distribution Mains
344 Fire Mains
345 Senices
3486 Meters
347 Meter Installation
348 Hydrants
349 Other T & D Plant

General Plant
390 Structures & improvements (General)
391 Office Furniture & Equipment
381+ Computer Equipment
3918 Computer Equipment
392 Transportation Equipment
383 Stores Equipment
394 Tools, Shop & Garage Equipment
395 Laboratory Equipment
398 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
399 Other Tangible Property

Willamette Management Assoclates
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Plant Detail Summary — Water System Assets (Hingham, Hull, Cohasset, and Norwell) in
Place as of December 31, 2011

Hingham Hull Cohasset Norwell Total

1212 - 1,076 - - 1,076
301 82,595 - - - 82,595
310 168,756 - - - 168,756
3 543,070 11,494 - - 554,564
312 70,527 - - - 70,527
313 1,109 - - - 1,109
314 3,165,982 - - - 3,165,982
316 1,137,583 - - - 1,137,583
317 611,825 - - - 611,825

320 - - - - .
321 1,042,307 1,428 - - 1,043,735
325 760,426 268,663 - - 1,029,089
328 41,681 - - - 41,681
331 370,253 - - - 370,253
332 736,811 - - - 736,811

340 - . . . -
341 17,562 38,565 - - 56,127
342 156,602 - - 181,911 338,513
343 13,239,752 2,775,797 720,573 - 16,736,121
345 3,120,155 1,279,786 23,832 - 4,423,773
346 963,480 367,695 24,708 1,012 1,356,895
347 252,189 138,170 - - 390,359
348 22,152 34,755 - - 56,907
349 500,420 16,176 7,636 - 524,233
390 273,469 - - - 273,469
391 126,726 - - - 126,726
391H 146,067 - - - 146,067
3918 85,605 - - - 85,605
392 399,452 - - - 399,452
393 20,025 - - - 20,025
394 238,516 2,579 - - 241,095
395 34,055 - - - 34,055
396 51,654 - - - 51,654
397 160,882 - - - 160,882
398 90,747 - - - 90,747
28,632,435 4,936,183 776,748 182,923 34,528,289

Willamette Management Associates



Joe A. Conner, Esq.
June 29, 2012
Page 42

APPENDIX C — ASSEMBLED WORKFORCE SOURCE DOCUMENTATION
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APPENDIX D — CUSTOMER INFORMATION DATABASE SOURCE DOCUMENTATION
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Aquarion Water Company of Massachusetts - Tap/Customer/Meter Data

Willamette Management Associates

A New Service Inquiry Call Customer Service 7 01218 180118 2.22
B8 Follow up on Call New Services 10 0.171% 27191% 4.53
C Investigation on availability of service New Services 30 05013 3333|% 1666
nd call re. availability of water. 3rd call is for signed paperwork
appointment and payment. 4th phone call is ready for tap.
2} New Services 45 0.751% 2718|8% 2039
E Field Visit. Tap installed, New Services 480 80018 3002]% 24015
Getting meter route, application; Setup business partner in SAP
F New Services 60 1.00|% 3333|% 3333
G Creating Technical Master Data (SAP]} New Services 5 008|$ 3502]% 2.92
Total Costs Related to Initial Tap Set Up & Installation *§  320.21
H New Service Inguiry Call Customer Service 7 0.121% 1801]$ 2.22
| Follow up on Call Customer Service 10 0.17]% 27191 % 4.53
J Moving In Account Customer Service 5 00818 209719 1.75
Total Costs Related to Customer Move-ins/Move-Outs * § 8.50
K Adrninistrative time related to meter purchasing/receipts. Utility Operations 0.38 001]8% 33338 0.21
Administrative time refated to setting up meter routes and
L other inputs into SAP system. Utility Operations Q.73 00118 226818 0.28
M Generate customer letters and set up service appointment. Customer Service 4.14 007|% 1801} % 1.31
Generate customer letters (2nd notice} and set up service
N appointment, Customer Service 2.14 00413 19061 % 0.68
Schedule workforce activities and perform meter
(o] replacements. Utility Operations 55.71 093(% 2940]% 27.30
Total Costs Related to Periodic Meter Changeout Program $  29.78
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Aquarion Water Company of Massachusetts (Hingham/Hull/Cohasset)
Connections/Move-n Data

Custom ér MoVéQIn Déta

Move-Ins (11/01/2007-12/31/2011) | 4,372
# of Months 50
Average per Month 87.44
Average per Year (A) 1,049.28
Customer Counts at 12/31/2011

Hingham 7,835
Hull 4,580
Cohasset 325
Total (B) 12,740
# of Years for Customer Turnover (B)/(A): 12.14
# of Years for Meter Replacement Program 10.00

Willamette Management Associates
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APPENDIX E — PROPERTY MAINTENANCE DATABASE SOURCE DOCUMENTATION
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Aquarion Water Company - Allocation Percentage Calculation 12-31-2011

; _ Assumption . .
Assumes tasks of plant accountant are shared equally among
CT, MA and NH (i.e. reporting takes just as long for smatlest
jurisdiction as it does for largest}

Measures relation ofvolume of assets and job/order/asset
creation and maintenance of records

_ Pssumption
Customer share provides weightings indicative of activity for
specific assets: meters, services, hydrant

Average of Allocations 1, 2& 3: 10.5%

Willamette Management Associates
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Aquarion Water Company - Customer Counts

2/31/2011 . ;:,AiAii‘éi%ﬁaﬁan Nidﬁaﬁsnﬁ .

Customer Counts & Percentages

AWC-Connecticut 184,286 86.79%
AWC -Massachusetts (Hingham/Hull/Cohasset) 12,740 67.19% 6.00%
AWC-Massachusetts (Millbury/Oxford) 6,220 32.81% 2.93%
AWC-New Hampshire 9,100 4.28%
Total 212,346 100.00% 100.00%

Willamette Management Associates
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Aquarion Water Company of Massachusetts - Utility Plant Turnover

De;ireciébie Lifs -

Average Depreciable Property (beg bal + end bal) / 2 $60,641,010
Depreciation Expense per Ledger Acct 403000 $ 1,385,905
Composite Depreciation Rate 2.29%
Inherent Asset Turnover Period (in years) 44

Willamette Management Associates
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APPENDIX F — WATER TESTING RECORDS DATABASE SOURCE DOCUMENTATION
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Aquarion Water Company of Massachusetts (Hingham/Hull/Cohasset) - Water Testing Requirements (redacted)

Reporting Reguirements

Bacti and Turbidity Records DEP 5
Sanitary Survey Records DEP 10
Chemical Usage Records DEP 5
CCR info DEP 3
Lead and Copper Rule Info DEP 12
DBPR Rule info and Analysis DEP 12
Water Management Act Records DEP 10

osi

Posion
equired Reports

77n§s Required to Maihtéin R
Administrative Assistant
Treatment Plant Operator

Willamette Management Associates
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Appendix G - Hingham Charter and Acts of 1879, 1881, and 1886
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) 2 Chap. 56
AND COUROIL.
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» ?’ by 4] e SGVRIHOY

fE GOVERXOR AND COUNCIL TO REVOER {fs%zfg}ﬁ a7
CRRTAIN AFUOIRTHENTS.

ﬁ;@g{”;zz ments 1 §s¥% by
igm% 2 Jéi{iff;é at any thme,
s or trast B exprossly
15 aw,
,yigﬁsgzmwfg HMarch 3, 1881,

A¥ ACT RELATIVE 10 THE APPOWNTMESY ov seEcaat smemevs. Chep, 5H
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AR Aoy 1 abprmion o Ya¥ A 10 zxmgwmw Fiid
AN WATER COMPANT.T

B At &mssea}g #lo., ar follows

I, The Hingham Water Comp

xtend g xcgiw pipes or eondoits through

, of Hull and Colinsset, or any ptrts thereot, fm*

the purpose of supplying the inl sitants of said towns,
seetively, with pure waler for the extinguishment of

ires, generation of steam, domesiie and other pmym%;

andd it shall have the e privileges, rights amd

in and for these loealities %@Z are granted it by chapt er
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m 5’54
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A 1EET, — Unapren 54

the towns of Hin
@tm% proraded 3‘, vthev, Lgmi Y;f%;f*ﬁii?%,i‘ ?}r
ﬁzf 1 uot be more than
ém%@ of the town of

of Hingham shall be

yptied ¢
on the

days

than

: i.m Baul w;}z}%i;ﬁ%t
iax&w’@ %*;f vyl

Eakise

3 m%m Hies, & de iption t
inte for ié%i&iﬁi@%ﬁ;igﬁ% b %%i@ﬁ?%@‘i i}f the
%Ea saing is taken, signed by the presi-
mzéi i§z§§ bitle ssi the ol 56 tiken

el of i% ot
shall vout in :
Skcron 5. Said eerporai
vith R ggf Hall ami

; : 1 «@z%;zw
i iy bo ﬁﬁ*i‘é@ﬁ By
i ‘“‘%3??&3?31{1%}%3,

sation injured i prope
or thi act

;sy gm

iy %}f iigﬁ auls of said o ation nnd

ﬁ;i
‘%igﬁ
ol éa{; :
in %i%é&

4

4 ;z;;ﬁm;’ m ;z@% ,
on four of said ;%i%?f’ B §zng i ;;m% éé;ﬁt}w
%?? the 3 ar eighteen hundeed apd sevens
; sanie K}%‘f&‘?iiiﬁaya §x”;¥ﬁa§t§§m fines and
;}% salties for the dest 1 C the wirke e
1 msv;x%%i or m@tﬁi ig Wl porporation, wider

;am

i

b i i
jeet by the sime lini iies, a;mi Suwe thie sme §*am*w5a% ag
are provided fnosabd formeraet.

Bueriwsw 5. This aet shull tuloe effect upon its possage,
Appraved Jareh B, Jani,
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Buopron 2. Thizael shall ta
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ark Water 42
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E
5 other than fre purpose 2%% iits}‘*
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74 1886.— Cuarren 88,

every employee engaged in ite business the wages esrned
Ly such &mgz’iﬁya@?%?zgikiﬁ six days of the é?m of said

Frovien. payent s provided, however, that if at say time of pay-
ment any employee shall be sbsent from bis regular place
of labor be shall be entitled to said payment al soy time
thereatior upon dewand,

Psity. Seemion 2. Any corporation violating any of the pro-
visions of this act shall be punished by a fine not exceed-
ing fifty and not less than ten dollars on each complaiot

Proviss, under which it is convicted : provided, complaint for such
violstion is mads within thirty days from the date thereof,

Gorporaiion . SECTION 8. When & corporation against which & com~

i be deluiied, plaint is moade under this act fails to appear sfter being

' duly served with process, ite defuult shall be recorded,
the allegations in the complaint tsken to be true, snd
judgment shall be rendered accordingly.

Wamatetits © SgerioN 4. When judgment is rendered upon any such

g couia ey complaint against a corporstion, the court may issue &

s warrant of distress to compel the payment of the penalty

~ prescribed by law, together with costs and interest.

Tosesma — Seorion 5. This act shall take effect upon the first day
of July in the yesar cighteen hundred and eighty-six.

Approved Murch 22, 1886,

{;’}g};, HB Ax ACT 7O ENABLE THE BINGHAK WATER COMPARY TO INCREASK 178
WATER SUPFLY.
Be it enapled, dle., ax follows
My Incraase Secrox 1. The Hinghsm Water Compsny, 8 corpo-
AT ration established :mﬁer%;kamax& one hundred and g;%ﬁ?:
nine of the scts of the year sighteen hundred snd
seventy-nine, for the purpose of increasing the capacity
and efficlency of its water works and for the purposes seb
forth in said act and the acts in addition thereto, may take
by purchase or otherwise and hold the waters of mizgf@mi,
stream or other water source within the limits of the town
of Hingham snd the water rights connected therewith, and
convey the same into and through the same territory and
in the seme manner as it is now suthorized to do with the
waters of Accord pond; sod may take by purchase or
May taks tands, otherwise and hold all lands, rights of way and easements,
peuciwar  necessary for bolding, preserving snd conveying such
water; sud may ersct on the land thus taken or held
proper dawms, buildings, fixtures and other structures ; and
may maks excavations, procure and operate machinery,
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and provide such other means and applisnces aa may be
necessary for the maintenancs of mors complete and

effective water works; and for distributing said waters

sy construct snd lay down conduits, pipes and other ey consirus
works, under or over soy lands, water courses, railroads, fondele
or public or private ways, and along sny such way, in

such wanser as not usnecessarily to obstruct the same,

and connect the sume with its present system of water
works; and fur the purpose of constructing, waintaining

and repairing such conduits, pipes sod other works, aud

for all proper purposes of this set may dig np sny such
Yands, and, under the direction of the bosrd of selectmen Meg dicap
of the town in which any sach waye are siluated, MEY Sieniesfiee
enter agm; and dig np any such ways in such maoner ag to s
cause the least hindrance to public truvel on such ways;

and said eorporstion sball have the sume privileges, rights

and powers and be subject to the same limitations with

regard to the said waters that are grapted and provided

for it by law for the said waters of Accord Pond.

Secriox 2. Said corporation shall within ninety days reswi te
after the taking of any lsnd under this act, otherwise than ?ﬁ*;?ﬁsmz
by purchase, file in the registry of deeds forthe county in PPNV
which the land o taken lies a description thersof suffi- kes
ciently nccurate for identifieation, with a statement of the
purpose for which the same is taken, signed by the presi-
dent of the corporation; and the title of the land so taken
shall vest in the said corporation. 4

Sporion 8. Any %c;ma ar corporstion injured 10 Awesmens ssd

thae

property by any of sots of said corporation under Joemmnsionst
this act, and fuiling to agree with said corporation as to

the smount of demsages, way have the same assessed and R
determined in the manner provided when land is taken
for highways; but no apphication shall be made to the
county commissioners for the assessment of damsges for
the taking of water ﬂghta until the water is actuslly taken
and diverted by said corporation. There shall be the
surmne limitation as to the time in which application for the
assessment of damages and suits for injury to person shall
be brought, s is provided in section four of said chaptor
one hundred snd thirty-nine of the acts of the year eigh-
teen hundred and seventy-unine, snd the same forfeitures,
payments, fines sod pevalties for the destruction or in-
jury of the works or property held, owned or used by
suid corporation under the suthority of and used for the
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Blgbt of ihe of thls uct, as nre provided in section five of
£ s2Eun faid 1ok s0d tho town of Hinghaam all o the sume

e

o certificates of debt,
any part thereof, and be subje
and have the same powers as are provid

 Beoriow 4. This sot shall take effect apon its passage.
Approwd Mareh 22, 18988.

Chap. 89 Ax Act 70 CONFINX THE PROUKADINGS AND TITLE TO LANDS OF THB
TROSTERS OF THE S0SLINDALN METNODIST KPS00FAL CHURCE.
Be it enacted, ety., as follows: '

Orpuwimties  Sworson 1. The organization of the Trustees of the
Rosliodals Methodist Episcopsl Church 62 & corporation,
on the third day of October in the yesr eighteen bundred
and eighty-five, is hereby ¢ , and said corporation
is hershy made the Iawful successor of William Blake-
more and others namod ss the Trustees of the Roslindale
Methodist Episcopal Church, the grantees described in
deed of Jobn E. Blakemore, datsd the sixteenth dny of
September in the year eighteen hundred snd seventy.
three and revorded with Norfolk county deeds libro four
hundred snd forty-five, folio two hundred and uix?qix,
and in & deed of Esrs Conant, dated the seventh day of
March in the year eighteen hundred snd sevesty-nine and
recorded with Suffulk county decds libro fourteen hun-
dred and fifty-four, foli thirty-three. And said corpors-
tion its succsssors and sasigns shall bave and hold, in fee

- mﬁ,‘mmlm?fdg{;nimdinbo& ofuirédae&iaé
ey proceedi said corporxtion concerning sai
real estate sre y confirmed and made valid.

Sgorion 2. This act sball take effect upon its passage.
Apgroved March 33, 1886.

Chap. 90 AN ACT 10 AMKND SXOTIGN FOUR OF CHAPTER SKYENTY-FOUR OF THE
PUBLIC SYATOTES RELATIVE TO THE FRINTED NOTICE REQUIRKD 1N
MANUFACTURING XSTABLISEMENTS,
Be & enacted, e, as follows:
roion W0 be Section four of chaptsr seventy-four of the Public Stat-
g s tes ia berehy amended by adding afler the word * week ”
mimesdt.  in the eleventh line of mid section, the following words :

By
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ROBERT F. REILLY, CPA

Robert Reilly is a managing director of Willamette Management Associates. His practice includes business
valuation, forensic analysis, and financial opinion services.

Robert has performed the following types of valuation and economic analyses: economic event analyses,
merger and acquisition valuations, divestiture and spin-off valuations, solvency and insolvency analyses,
fairness and adequacy opinions, ESOP formation and adequate consideration analyses, private
inurement/intermediate sanctions opinions, acquisition purchase accounting allocations, reasonableness of
compensation analyses, restructuring and reorganization analyses, tangible asset/intangible asset
intercompany transfer price analyses, and lost profits/economic damages analyses.

He has prepared these valuation and economic analyses for the following purposes: transaction pricing and
structuring (merger, acquisition, liquidation, and divestiture); taxation planning and compliance (federal
income, gift, and estate tax; state and local property tax; transfer tax); financing securitization and
collateralization; employee corporate ownership (ESOP employer stock transactions and compliance
valuations); forensic analysis and dispute resolution; corporate strategic planning and management
information; bankruptcy and troubled company support (recapitalization, reorganization, restructuring);
financial accounting and public reporting; and regulatory compliance and corporate governance.

Robert has valued the following types of business entities and securities: close corporation business
enterprise, close corporation fractional ownership interests, public corporation restricted stock, public
corporation subsidiaries/ divisions, complex capital structures (various classes of common/preferred stock;
options, warrants, grants, rights), general and limited partnership interests, joint ventures, proprietorships,
professional service corporations, professional practices, LLPs and LLCs, license agreements, and
franchises.

He has performed valuation, remaining useful life, lost profits/economic damages, and arm’s-length royalty
rate/transfer price analyses related to the following types of intangible assets: advertising campaigns and
programs, appraisal plants, broadcast licenses, building permits, cable TV franchises, certificates of need,
computer software, computer databases, contract rights, core depositors, copyrights, credit information files,
customer and supplier contracts, customer lists and customer relationships, development/commercialization
rights, distribution rights, distribution systems, employment contracts, engineering drawings, film libraries,
franchise contracts and rights, going-concern value, goodwill, leasehold interests, licenses, literary
compositions, loan portfolios, management contracts, manuscripts, mining and mineral rights, mortgage
servicing rights, musical compositions, noncompete covenants, patent applications, patents, patient charts
and records, permits, possessory interests, prizes and awards, procedural manuals, production backlogs,
proprietary technology, solicitation rights, subscriber lists, technical documentation and libraries, trained
and assembled workforces, trade names, trademarks, trade secrets, training manuals and documentation, and
air/water/land use rights.

Robert has performed business and property valuations in the following industries: accounting and
consulting, advertising, administrative services, aerospace, apparel, appraisal, automobile dealerships,
automobile manufacturing, automobile suppliers, aviation, bottling, broadband, brokerage, cable television,
cement, chemical, commercial banking, chemicals, communications, computer services, construction and
contracting, consumer finance, consumer products, cosmetics, cruise ship lines, data processing,
decontamination, defense, distribution, education, entertainment, equipment leasing, fast food, financial
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services, food processing, food service, forest products, grocery, health care, home health services, hotel
and hospitality, insurance, internet, investment banking, leasing, manufacturing, marine, medical and dental
practice, mining and mineral extraction, money management, natural resources, petrochemical, petroleum,
pharmaceuticals, plastics, printing, public utilities, publishing, radio broadcasting, railroad, real estate
development, recreational services, refinery, restaurant, retailing, shipping, steel, telecommunications,
television broadcasting, textiles, thrift institutions, transportation and trucking, vacation and leisure,
vocational training, waste management, water and wastewater, and wholesaling.

He has prepared financial advisory analyses and economic analyses for merger and acquisition purposes:
identification of M&A targets, valuation of target company synergistic/strategic benefits, identification and
assessment of divestiture/spin-off’ opportunities, economic analysis of alternative deal structures,
negotiation of deal price and terms, assessment of fairness and solvency of proposed transactions, and
design/valuation of alternative equity and debt mstruments.

Robert has valued the following types of real property interests: commercial office buildings, easements,
facades, hospitals, hotels, industrial cooperatives, industrial and manufacturing facilities, industrial parks,
land improvements and infrastructures, mines, nursing homes, quarries, railroads, regional shopping malls,
residential apartment complexes, restaurants, retail stores, rights of way, strip shopping malls, timber land,
vacant rural land, vacant urban land, and warchouses. These valuations have valued the following real estate
interests: fee simple, leasehold interest, leaschold estate, possessory interests, life interests, reversionary
interest, air rights, water rights, mineral rights, use rights and development rights.

Robert has been accepted as an expert witness in various federal, state, and international courts and before
various boards and tribunals. This expert testimony has related to business, stock, and property valuation
matters and to lost profits/economic damages matters. He has served as an expert witness in the following
types of litigation: bankrupicy, breach of contract, breach of fiduciary duty, condemnation, conservatorship,
corporate dissolution, expropriation, federal income tax, federal gift and estate tax, intellectual property
infringement, lender liability, marital dissolution, dissenting sharcholder appraisal rights/shareholder
oppression, property tax appeal, reasonableness of executive compensation, solvency and insolvency,
stockholder suits, tort claims, wrongful death/personal injury, and reasonableness of royalty rates and/or
transfer prices. He has served as a court-appointed arbitrator with respect to squeeze-out merger dissenting
shareholder rights actions.

PREVIOUS EXPERIENCE

Prior to Willamette Management Associates, Robert Reilly was a partner and national director of valuation
services for the Deloitte & Touche accounting firm. Prior to Deloitte & Touche, Robert Reilly was vice
president of Arthur D. Little Valuation, Inc., a valuation services firm. Prior to that, Robert was the director
of corporate development for Huffy Corporation, a manufacturing company. Prior to that, he was a senior
consultant for Booz, Allen & Hamilton, a management consulting firm.

EDUCATION

Master of Business Administration, finance, Columbia University Graduate School of Business

Bachelor of Arts, economics, Columbia University
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PROFESSIONAL AFFILIATIONS

Accredited in Business Valuation (ABV)}—American Institute of Certified Public Accountants

Accredited Sentor Appraiser (ASA)—American Society of Appraisers, in business valuation

Accredited Tax Advisor (ATA)y—Accreditation Council for Accountancy & Taxation

Associate Member-—Appraisal Institute

Certified Business Appraiser (CBA)»—Institute of Business Appraisers

Certified in Financial Forensics (CFF)—American Institute of Certified Public Accountants

Certified Management Accountant {CMA)—Institute of Management Accountants

Certified Public Accountant (CPAy~—Chio and Illinois

Certified Real Estate Appraiser (CREA)—National Association of Real Estate Appraisers

Certified Review Appraiser (CRA)—National Association of Review Appraisers and Mortgage
Underwriters

Certified Valuation Consultant (CVC)—National Association of Review Appraisers and Mortgage
Underwriters

Chartered Financial Analyst (CFA)»—CFA Institute

Chartered Global Management Accountant (CGMA)—Association of International Certified Professional
Accountants

Enrolled Agent (EA)—licensed to practice before the Internal Revenue Service

Robert 15 a member of the American Bankruptcy Institute, American Economic Association, American
Institute of Certified Public Accountants, American Society of Appraisers, Business Valuation Association,
The ESOP Association, linois Society of Certified Public Accountants, Institute of Business Appraisers,
CFA Institute, Institute of Professionals in Taxation, Institute of Certified Management Accountants,
International Association of Assessing Officers, National Association of Business Economists, National
Association of Real Estate Appraisers, and Ohio Society of Certified Public Accountants.

Robert is a state certified general appraiser in the states of lllinois, Michigan, New York, Utah, and Virginia.

He has completed the following Appraisal Institute appraisal courses: 110-appraisal principles, 120~
appraisal procedures, 200R—residential market analysis and highest & best use, 210-residential case study,
OL300GR~online real estate finance statistics and valuation modeling, 310-basic income capitalization,
320-general applications, 400-USPAP update, 410A—standards of professional practice, 420-standards of
professional appraisal practice, 420B-business practices and ethics, 430C-standards of professional
practice, 510-advanced income capitalization, 520-highest and best use analysis, 330-advanced cost and
sales comparison approaches, 540-report writing and valuation analysis, 550-advanced applications,
SE700-the appraiser as an expert witness: preparation & testimony, online using your HP12C financial
calculator, 7-hour National USPAP course, and 15-hour National USPAP course.
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