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800 West Hersheypark Drive

Hershey, PA 17033

PENNSYLVANIA P 717-531-3362

AMERICAN WATER F 717-531-3252

Seth.mendelsohn@amwater.com

Seth A. Mendelsohn
Corporate Counsel

February 20, 2014

Rosemary Chiavetta, Secretary

Pennsylvania Public Utility
Commission

Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17105-3265

In re: Application of Pennsylvania-American Water Company for Approval
of (1) the transfer, by sale, of substantially all of Paint-Elk Joint Sewer
Authority, properties and rights related to its wastewater system to
Pennsylvania-American Water Company, and (2) the rights of Pennsylvania-
American Water Company to begin to offer or furnish wastewater service to
the public in portions of Paint Township and Elk Township, Clarion County,
Pennsylvania. Docket No. A-2013-2395998

Dear Ms. Chiavetta:

In response to H. Edwin Rodrock’s letter dated February 11, 2014,

attached please find Pennsylvania-American Water Company’s answer to the data
requests regarding the above referenced docket number.

Respectfully,

Ares A Meecdtnokn

Seth A. Mendelsohn

blg
Enclosure
ce: H. Edwin Rodrock

S. Donnelly



Bureau of Technical Utility Services
Water/Wastewater Division

Data Request 1

Application of Pennsylvania-American Water Company (PAWC)
at Docket No. A-2013-2395998

February 11, 2014

Note: Restate the data request prior to providing a response. In addition, provide the name of
the person(s) providing the response and/or information for ecach data response.

A-1,

A-2.

R-2.

Please explain the reason why the Paint-Elk Joint Sewer Authority (PEJSA) is selling its
wastewater system.

PLJSA is selling its wastewater system as it desires to exit the wastewater utility business
and Pennsylvania American Water Company (PAWC) owns and operates both a
community water and wastewater system in Clarion Borough and the surrounding areas.
As a result of PEISA’s desire to exit the wastewater utility business, the parties executed
the Purchase Agreement, dated October 28, 2013 attached as Exhibit F of the
Application, filed on December 6, 2013. This agreement was reached at arms-length and
negotiated between the parties.

Please identify the number of customers by class in each township.

As referenced in Paragraph 6 of the Application filed on December 6, 2013, 378
customers are residential and 72 are commercial. A bulk of these customers are situated
within Paint Township. However, a break-down of all wastewater customers can be
summarized as follows and will be supplemented in the coming week:

Customers of Paint-Elk Joint Sewer Authority RESIDENTIAL. COMMERCIAL

Wells in Elk Township

Wells in Paint Township

Elk Township Customers of Corner Water

Paint Township Customers of Corner Water

Elk Township Customers of Pennsylvania American

Paint Township Customers of Pennsylvania American

TOTALS 378 72

A-3.

Please provide evidence the affected customers were notified of the purchase agreement.




R-3.

A4,

R-4.

A-S.

R-5.

A-6.

R-7.

A-8.

R-8.

A Certificate of Service was filed with the Commission evidencing service of the
Application (Exhibit F - Purchase Agreement) on December 9, 2013, a copy of which is
attached. The Proof of Publication, evidencing publication in a newspaper of general
circulation in the area involved was filed on January 6, 2014, a copy of which is attached.

Please confirm that PAWC provides water service to PEJSA’s wastewater customers,
See response to A-2 for customer count currently served by PEJSA.

Please provide a map that depicts and describes the boundaries of PEJSA’s wastewater
service area.

Please refer to both Exhibit L of the Application and Schedule 7.2.3 of the Purchase
Agreement attached as Exhibit ¥ of the Application filed on December 6, 2013.

Please provide a map that depicts the location of the wastewater system’s collection,
conveyance and treatment facilities and appurtenances (i.e., pipe, manholes, pump
stations, freatment buildings, outfall, etc.). The map also needs to describe the
wastewater collection system’s pipe sizes and material types.

Attached is a copy of a map that was provided to PAWC by PEISA that reflects the
approximate location of the collection system and related components that make up the
Acquired Assets as defined in the Purchase Agreement noted herein. This plan does not
depict the size of each facility, but PAWC will prepare an Original Cost Study that will
eventually memorialize the size and quantity of the Acquired Assets. This study will be
completed subsequent to Closing as defined in the Purchase Agreement.

Please provide a copy of PEJSA’s most recent annual report filed with the Pennsylvania
Department of Community and Economic Development.

Attached 1s a copy of the PEJSA’s most recent annual report.

Please provide an explanation as to how the $1,701,776 Utility Plant construction cost
listed on page five of the application was determined.

As noted in paragraph 17 of the Application, the values represent tentative journal entries
based upon the books of PEJSA and subject to revision when PAWC completes its
Original Cost Study (see also response 10 A-6).



A-10.

R-10.

A-11

R-11.

A-12.

R-12.

R-13.

A-14.

R-14.

Please provide an explanation as to how the $1,207,000 purchase price stated in Section
2.1 of the purchase agreement was established.

The purchase price of $1,207,000 was negotiated to retire PENNVEST debt and to pay a
fair market value for the PEJSA facilities being purchased.

Please provide an explanation of the basis for PAWC’s contribution of $3,500 per EDU
for line extensions from Bona Fide Service Applicants identified in Paint Township and
Elk Township’s DEP approved Act 537 Plan.

The $3,500 per EDU contribution was negotiated between the parties because PAWC’s
then in effect wastewater tariff did not include a main extension provision for Bona Fide
Service Applicants. PAWC plans to amend this provision to offer such applicants
PAWC’s then in effect tariff rate.

Please provide a copy of Paint Township and Elk Township’s DEP approved Act 537
Plan that is referenced in Section 2.4 of the purchase agreement as containing a list of
planned collection system line exiensions. The subject Act 537 Plan was to be attached
to the purchase agreement as Exhibit 2.4 but was not provided.

Attached are copies of the 537 Plans furnished to PAWC.

Please provide an explanation of how a 10-year time period was determined for PAWC’s
contributions toward line extensions,

The Company plans to amend this provision of the Agreement to provide such that
apphicants will receive the contribution as provided for in PAWC’s then in effect tariff.

. Please clarify if PAWC will use the main extension agreement in its current tariff for

future customers of PEJSA’s wastewater system.

PAWC will use the main extension agreement in its current tariff for future customers of
PEJSA’s wastewater system.

Please provide an explanation as to why PAWC is accepting ownership and maintenance
of the individual grinder pumps that serve PEJSA customers listed on Schedule 1.1 of the
purchase agreement.

The grinder pumps arc property of PEJSA, but traditionally components of the
Customer’s service lateral. Therefore, PAWC will transfer these facilities to each
customer in a three-year period after Closing as noted in the Purchase Agreement.



A-15.

R-16.

R-17.

A-18.

R-18.

Please provide an explanation as to why a three-year period afier closing was selected for
PAWC owning and maintaining the individual grinder pumps listed on Schedule 1.1 of
the purchase agreement.

This provision is part of the negotiated agreement between PAWC and PEISA.

. Please provide a legible copy of the NPDES Compliance Inspection Report dated

5/4/2011 contained within Schedule 4.4 of the purchase agreement.

Unfortunately the copy furnished by PEJSA shown at Schedule 4.4 dated May 4, 2011 is
the most legible copy available. PAWC and PEJSA are working with DEP to secure a
clearer copy and will file the copy with the Commission as soon as it is available,

. The list of easements and rights-of-way’s contained within the purchase agreement’s

Schedule 4.9 is incomplete. Specifically, there are numerous easements and rights-of-
way that appear to be missing, undefined or unrecorded. Please clarify the ownership
status of these land interests and state when the instruments will be completed and
recorded.

There are only 4 easements and rights-of-way received from PEISA that were lacking
information prior to the signing of the Purchase Agreement. PAWC is further refining its
needs to ensure that all facilities situated outside of any public-rights-of-way are
addressed by easements or rights-of-way of record at the Clarion County Recorder of
Deeds through to Closing.

Please provide information (i.e., date of the original loan, payment history, loan balance,
etc.) regarding the PENNVEST loan for PEJSA’s wastewater system.

PennVest’s  website, at the following link for the project at issue
(hitps://www.pvportal.state.pa.us/projectsearch/ProjectDetails aspx ?id==3204) reflects that
the loan was approved on January 26, 2009 and included a loan amount of $1,292,242 at
an initial interest rate of 1.274% and then adjusted to 2.547%. The term of the loan is 240
months. PEISA is current with the loan and the principal balance is will be verified
through PennVest as PAWC moves closer to the Closing date on its acquisition of the
Acquired Assets. A copy of the amortization schedule is attached in the Debt Obligation
Agreement at R-20,




R-19,

A-20.

R-20.

A-21.

R-21.

A-22.

R-22.

A-23.

R-23.

A-24,

R-24.

. Please provide a copy of the funding agreement between PEISA and PIIA dated

2/16/2010 that is referenced in Schedules 4.12 and 4.14 of the purchase agreement but
was not provided.

Attached is a portion of the funding agreement between PEJSA and PIIA. The entire
agreement is also being sent via e-mail to Sean Donnelly. It is important to note that any
and all of PEJSA’s debt, including the PennVest loan will be paid off at closing by
PEJSA.

Please provide a copy of the debt obligation agreement between PEJSA and PIIA dated
2/16/2010 that is referenced in Schedules 4.12 and 4.14 of the purchase agreement but
was not provided.

Attached is a copy of the debt obligation agreement between PEJSA and PIA. It is
important to note that any and all of PEJSA’s debt, including the PennVest loan will be
paid off at closing by PEJSA.

Please provide a copy of the PEJSA lagoon dredging agreements that are referenced in
Schedule 4.12 of the purchase agreement but were not provided.

A copy of the lagoon dredging agreement is attached.

Please provide the list of unexpired customer advances that are referenced in Section 4.15
of the purchase agreement and were to be included in Schedule 4.15 but were not
provided.

Schedule 4.15 notes “NONE” as there are no advances at issue nor any contracts relating
to same exist.

Please provide a copy of the extension deposit agreements referenced in Section 4.15 of
the purchase agreement.

Schedule 4.15 indicates “NONE” as there are no advances at issue nor any contracts
relating to same exist.

Please provide the amount of customer advances reflected in Section 4.15 of the purchase
agreement and the customer information including unexpected amounts held by PEISA
as of the date of the agreement.

Schedule 4.15 indicates “NONE” as there are no advances at issue nor any contracts
relating to same exist.



A-25.

R-25.

A-26.

R-26.

A-27.

R-27.

Please provide information on the cost estimate for the construction of all mains and
facilities for which PEJSA has received customer advances.

Schedule 4.15 indicates “NONE” as there are no advances at issue nor any confracts
relating to same exist.

Please provide information on the amount of work done to date including the amount of
money expended as of the date of the agreement.

Schedule 4.15 indicates “NONE” as there are no advances at issue nor any contracts
relating to same exist,

Please provide information on salary, functions and qualifications for the PEJSA staff to
be retained by PAWC.

Offer of employment has not yet been tendered to the PEJSA staffer as PAWC is
awaiting receipt of the PUC’s Order approving its Application.



VERIFICATION

KEITH E. GABAGE, subject to the penalties of 18 Pa. Cons. Stat. § 4904 relating to
unsworn falsification to authorities, hereby avers that he is Senior Manager Business
Development, for PENNSYLVANIA-AMERICAN WATER COMPANY, that as such he is
authorized to sign this Verification its behalf; and that the facts set forth in the foregoing
Responses to Data Requests are true and correct to the best of his knowledge, information or

belief.

Yt b

J A — Keit E. Gabage, Sr. Manager Businiess Development
Dated: — a‘()/élff’/"j’




* 800 West Hersheypark Drive

Hershey, PA 17033
PENNSYLVANIA P 717-531-3362

AMER!CAJ\E WATER F 717-531.32252

Seth. mendelsohn@amwater com

Seth A. Mendelsohn
Corporate Counsel

December 13, 2013

Rosemary Chiavetta

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, P.O. Box 3265
Harrisburg, PA 17105-3265

In re: Application of Pennsylvania-American Water Company for Approval of (1)
the transfer, by sale, of substantially all of Paint-Elk Joint Sewer Authority,
properties and rights related to its wastewater system to Pennsylvania-American
Water Company, and (2) the rights of Pennsylvania-American Water Company to
begin to offer or furnish wastewater service to the public in portions of Paint
Township and Elk Township, Clarion County, Pennsylvania.

Docket No. A-2013-2395998

Dear Ms. Chiavetta;

Enclosed please find a Proof of Service which evidences copies served upon the
affected offices as per your letter of December 9, 2013. The parties were served on December 9,

2013.

Respectfully,

Seth A. Mendelsohn
blg
Enclosure




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

In re: Application of Pennsylvania-American Water Company for Approval of (1)
the transfer, by sale, of substantially all of Paint-Elk Joint Sewer Authority,
properties and rights related to its wastewater system to Pennsylvania-American
Water Company, and (2) the rights of Pennsylvania-American Water Company to
begin to offer or furnish wastewater service to the public in portions of Paint
Township and Elk Township, Clarion County, Pennsylvania.

Docket No. A-2013-2395998

PROOF OF SERVICE
[ hereby certify that I am this day serving the above-referenced Application upon the persons and
in the manner indicated below, which service satisfies the requirements of 52 Pa. Code §3.61 and §3.62
and 1 Pa. Code §33.36:

Service by first class mail addressed as follows on December 9, 2013:

Clarion County Commissioners Clarion County Planning Commission
Clarion County Courthouse Clarion County Courthouse

421 Main Street 421 Main Street

Clarion, PA 16214 Clarion, PA 16214

Paint Township Paint Township

Board of Supervisors Planning Commission

22139 Route 66 22139 Route 66

Shippenville, PA 16254-8942 Shippenville, PA 16254-8942

Elk Township Elk Township

Board of Supervisors Planning Commission

1395 Fulton Road 1395 Fulton Road

Shippenville, PA 16254-8942 Shippenville, PA 16254

Office of Small Business Advocate Department of Environmental Protection
Suite 1102, Commerce Building 230 Chestnut Street

300 North Second Street Meadville, PA 16335-3481

Harrisburg, PA 17101

Office of Consumer Advocate
555 Walnut Street, Fifth Floor
Forum Place

Harrisburg, PA 17101-1923

Mﬂ - /”fu.du(.&b-'{-b
Seth A. Mendelsohn, Esquire
Counsel for Pennsylvania-American Water
800 West Hersheypark Drive
Hershey, PA 17033
Date: I.?/ U’/.?ofj 717-533-5000




800 West Hersheypark Drive
Hershey, PA 17033
P 717-531-3362

PENNSYLVANIA F 717-531-3252
AMERICAN WATLR Seth mendelschn@amwater com

Seth A. Mendelsohn
Corporate Counsel

January 6, 2014

Rosemary Chiavetta, Secretary

Pennsylvania Public Utility
Commission

Commonwealth Keystone Building

400 North Street

PO Box 3265

Harrisburg, PA 17105-3265

In re: Application of Pennsylvania-American Water Company for Approval
of (1) the transfer, by sale, of substantially all of Paint-Elk Joint Sewer
Authority, properties and rights related to its wastewater system to
Pennsylvania-American Water Company, and (2) the rights of Pennsylvania-
American Water Company to begin to offer or furnish wastewater service to
the public in portions of Paint Township and Elk Township, Clarion County,
Pennsylvania. Docket No. A-2013-2395998

Dear Ms. Chiavetta:

As directed in your letter of December 9, 2013 regarding the above-
referenced application, attached is the proof of publication of the required notice.

Respectfully,
M ("74
Seth A. Mendelsohn .

blg
Attachment



STATE OF PENNSYLVANIA

COUNTY OF VENANGO

DERRICK on the following dates, viz:

true.

Proof of Publication in The Derrick
UNDER ACT NO. 587, APPROVED MAY 16, 1929

8s:

Carla Sheatz, of Venango Newspapers, of the County and State aforesaid, being duly swom, deposes and
says that THE DERRICK, newspaper of general circulation published at Oil City, Pa., County and State aforesaid was
established in 1871, since which time THE DERRICK has been regularly issued in said county, and that the printed
notice or publication attached hereto is exactly the same as printed in the regular edition and issue of the said THE

16th and 23rd of December, 2013

Affiant further deposes that she is authorized by VENANGO NEWSPAPERS, agent for said THE DERRICK
to verify the foregoing statement under oath, and affiant is not interested in the subject matter of the aforesaid notice or
adverlisement, and that all allegations in the foregoing statements as to time, place and character or publication are

COPY OF NOTICE OF PUBLICATION

ication  of Penn-
vania American
ater Company-
Wastewater Division for
approval of 1) the
transfer, by sale, of
substantially all of Paint-
Elk Joint Sewear Author-

system ‘ennsylvan
Americen Waler Com-
pany and 2) the rights of
Pennsylvania American
Water company to begin
to supply wastewater
service to the public in
portions of Paint Town-
ship and Elk Township,
Township, Clarion
County, PA, Docket
Number: A-2013-
2395998,

Formal protests and
petitions tc Intervene
must be filed in accor-
dance with Title 52 of

o o Balchs Janien B
on or anuary

2014. All filings must be
made with the Secretary
of the Pennsylvania
Public Utility

sion, P.O. Box 3265,
Harrisburg, PA
17105- 32& with a
copy served on the Ap-
%ﬁec:nt. documents

ingatmeOMeeolme
between the |
houmma*mmmd
4:30 p.m., Monday
Friday, on the

Applicant:

Panngylvania A
Water Commnymrfcan

Through

Counsel; el
Velma A. Redmond,
Esquira

Susan  Simms  Marsh,
Esquire

3eth A Mendelsohn,
Zsquire

00 Wost Hershey Park
'feﬁshey PA 17038
BY THE COMM[
Bossing SSION

Chia
Socmtar;v e

———

Sworn tn and su

scribed before me this

Sdayolf g B . 2013
iy 7] Hbecsd
NOTARIAL SEAL

Michelie M . Schwab, Notary Public
Ol City, Venango County, Pennsylvania
My Commission Expires Decomber 08, 2014

STATEMENT OF ADVERTISING COST

Pennsylvania American Water
800 W. Hersheypark Drive
Hershey PA 17033

The VENANGO NEWSPAPERS, Dr.
Agent for The Derrick

For publishing the notice or publication attached
hereto on the above dates

Probating same

Total

Publisher's Receipt for Advertising Costs

VENANGO NEWSPAPERS, agent for THE DERRICK
hereby acknowledges receipt of the aforesaid notice and
publication costs, and certifies that the same have been
duly paid.

By

#3392590

866.64
11.00

877.64
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PAINT-ELK JOINT
SEWER AUTHORITY

AUDIT REPORT

DECEMBER 31, 2012
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ACCOUNTING OFFICES
OF
TROLSE & ASSOCIATES
PROFESSIONAL SERVICES FIRM

HENRY A. TROESE, JR., E.A. 1200 EASTWOOD DRIVE
RICHARD M. TROESE, CPA PO BOX 680
(814) 2266133 CLARION, PA 16214

(814)226-3371 FAX

To the Paint-Elk Joint
Sewer Authority
Shippenville, PA 16254

I have audited the accompanying financial statements of the Paint-Elk Joint Sewer
Authority, Shippenvilie, Pennsylvania as of December 31, 2012, and for the year then
ended, as listed in the table of contents. These financial statements are the responsibility
of the Paint-Elk Joint Sewer Authority’s management. My responsibility is to express an
opinion on these financial statements based on my audit,

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the {inancial statements are free of material
misstatements. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, An audit also assesses the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

As described in Note B, the Paint-Elk Joint Sewer Authority prepares its financial
statements on the cash basis, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

As described in Note F, the Paint-Elk Joint Sewer Authority values its assets at insured
value, which is a method of accounting other than Generally Accepted Accounting
Principles.

In my opinion, the financial statements refeired to above present fairly, in all material
respects, the cash and unencumbered cash balances of the Paint-Elk Joint Sewer
Authority as of December 31, 2012, and the revenues it received and expenditures it paid
for the year then ended, on the basis of accounting described in Note B,

éﬁwﬁ( ?7// waﬁ&.

Richard M. Troese, C.P.A.
Clarion, Pennsylvania

February 5, 2013



PAINT-ELK JOINT SEWER AUTHORITY
STATEMENT OF ASSETS, LIABILITIES AND FUND EQUITY - CASH BASIS
ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 2012

GOVERNMENTAL FUND TYPES

General ’ Total
Fixed (Memorandum
Revenue Assets only)

Assets:
Cash 3 381,354 5 0 $ 381,354
Investments 121,277 0 121,277
Equity-Fixed Assets 0 1,823,352 1,823,352
Due From Other Funds 784 0 784
Total Assets $ 503,415 kY 1,823,152 $ 2,326,767
Liabilities:

Notes Payable § 1,053,130 % 0 $ 1,053,130

Sludge Removal 0 0 0
Total Liablilities 1,053,130 Y 1,053,130
Fund Equity:
Investments in General

Fixed Assets L3 0 % 1,823,352 3 1,823,352

Uindesignated (549,715} 0 (549,715)
Total Fund Equity (549,715) 1,823,352 1,273,637
Total Liabliities and

Fund Bquity § 503,415 b 1,823,352 3 2,326,767

See Auditor’s Accompanying Report and Notes to Financiat Statements
2



PAINT-ELK JOINT SEWER AUTHORITY
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND FUND

BALANCE - CASH BASIS -

ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2012

Revenues:
Sewage fees
Tap fees
Permits/Other

Total Revenues

Expenditures:
Personnel Costs
Office expense
Simall Tools
Bottled Water
Engineering
Contracted Services
Postage
DCA/Aundit/Legal
Utilities
Advertising and printing
Insurance
Equipment Rental
Land rent
Testing-Sewage
Conferences
Chemicals
Sewage Sysiem Supplies
Water Line Flush Jel
Fuel
Other/Misc,
Permits & License

Total Expenditures

Bxcess Revenue Over (Under) Expenditures

See Auditor's Accompanying Reporl and Notes 1o Financial Statements

438,131
7,194
25

445,350

52,481
643
2312
154
26,703
3,228
1,790
3,010
38,873
627
2,121
25,000
25
4,547
879
417
11,352
396
4,808
3]

939

180,336

265,014

3



PAINT-ELK JOINT SEWER AUTHORITY

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND FUND

ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 371, 2012

Other Financing Sources (Uses)
Major Machinery
Interest Earnings/Rents
Mise Revenue
Interest Paid on Debt
Capital Construction
State Grant

Total Other Financing Sources (Uses)

Excess Revenues and Other Sources Over

{Under) Expenditures and Other Uses

Fund Balance, January 1, 2012

Fund Balance, December 31, 2012

BALANCE - CASH BASIS -

REVENUE

(2,652)

609

0
(18,288)
(195)

0

(20,526)

244,488

(794,203)

(549,715)

Sce Auditor's Accompanying Report and Notes to Financial Statements

4



PAINT - ELK JOINT SEWER AUTHORITY
COMBINED STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL-REVENUE AND SURPLUS FUNDS-CASH BASIS

YEAR ENDED DECEMBER 31, 2012

Revenues:
Sewage Fees
Tap Fees
Permits/Miscellancous

Total Revenues:

Expenditores:
Personnel Costs
Office Expense
Building and Maintenance Supplies
Bottled Water
Engineering
Posiage
DCA/Audit/Legal
Permits and Licenses
Utilities
Advertising and Printing
Insurance
Contracied Services
Equipment Rent
Land Rent
Testing
Mileage
Laundry
Conference
Dues & Subscriptions
Miscellaneous
Lab Supplies
Chemicals
Clothing, Gloves, Boots
Sewage System Maint. Supplies
Small Tools
Water Line Flush Jet
Dicsel Fuel
Oit

Total Expenditures:

Excess Revenues Over
(Under) Expenditures

See Auditor’s Accompanying Report and Notes to Financial Statements

REVENUE FUND

Variance
Favorable
Budget Actual (Unfavorable)
$ 481,000 $ 438,131 $ (42,869)
2,000 7,194 5,194
250 25 (225)
$ 483,230 $ 445350 $ {37,900)
§ 83,258 3 52,481 b 30,777
80¢ 643 157
300 0 300
2,000 154 1,846
60,000 26,703 33,297
2,600 1,790 210
5,500 3,010 2,490
500 939 (439)
46,200 38,873 7,327
1,600 627 973
7,200 2,121 5,079
10,000 3,228 6,772
22,000 25,000 {3,000
30 25 5
6,500 4,547 1,953
59 0 50
15 0 15
100 879 (779)
350 0 350
306 3] 269
300 4] 300
1,006 417 583
625 0 525
10,000 11,352 (1,352)
1,000 2,312 (1,312}
4,000 396 3,604
6,000 4,868 1,192
50 Q 50
271,678 180,336 91,342
§ 211,572 b 265,014 $ 53,442

3



PAINT - ELK JOINT SEWER AUTHORITY
COMBINED STATEMENT OF REVENUEW, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL-REVENUJ AND SURPLUS FUNDS-CASH BASIS
YEAR ENDED DECEMBER 31, 2012

REVENUE FUND
Variance
Favorable
Budget Actual (Unfavorable)
Other Financing Sources {Uses):
State Grant $ 0 3 0 b3 0
Misc. Income 175 0 (175)
Sludge Removal (25,000) 0 25,000
Capilal Construction {(80,000) (195) 79,805
Major Machinery (8,000) {2,652) 5,348
Interest Earnings 1,000 609 (391
Interest Paid on Debt (89,316) (18,288) 71,028
Debt Principal {10,000) 0 10,000
Total Other Firancing
Sources (Uses) 21,1410 (20,526) 190,615
Excess Revenue and Other Sources Over
(Under) Expenditures and Other Uses 3 43] $ 244,488 $ 244,057
Fund Balance, January 1, 2612 431 (794,203) (793,772}
Fund Balance, December 31, 2012 b 0 $ (549,715 3 (549,715)

See Auditor’s Accompanying Report and Notes {o Financial Statements



PAINT-ELK JOINT SEWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2012

NOTE A —~ REPORTING ENTITY

The Paint-Elk Joint Sewer Authority is an operating authority created under an Act of the
General Assembly of the Commonwealth of Pennsylvania, approved May 2, 1945 P.L,
382, amended and supplemented, known as the Municipal Authorities Act of 1945, The
Authority operates a sanitary sewer system in portions of Paint and Elk Townships.

NOTE B -~ SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

1. Basis of Accounting ~ The accompanying financial statements of the Paint-Elk
Joint Sewer Authority are prepared on the cash basis of accounting. As a result, revenue
is recorded when received and expenditures are recorded when paid. This is a
comprehensive basis of accounting other than Generally Accepted Accounting Principles.

2, Fund Accounting- The accounts of the Authority are organized on the basis of
funds or account groups, each of which is considered to be a separate accounting entity,
The following funds and account groups are used by the Authority.

Revenue Fund — The Revenue Fund is the general operating fund. Receipts from
operating the sewer system and curtent adminisiralive, operational, and maintenance
expenditures are accounted for in this fund.,

General Fixed Assetls Accounting Group — This account group is used to account
for fixed assets of the Authority. This includes propetly, plant equipment, and capital
improvements. All fixed assets are valued at insured value, This method differs from
Generally Accepted Accounting Principles. No depreciation is recorded on general fixed
assets.

General Long-Term Debt Account Group -- The General Long-Term Debt
Account Group is used to account for long-term debt to be financed from the
governmental funds,

NOTE C ~ CASH

Deposits (cash and certificates of deposit) are carried at cost which approximates market
value. At December 31, 2012, the deposits of the Authority were covered by depository
msurance.

See Auditor’'s Accompanying Report and Notes to Financial Statements
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PAINT-ELK JOINT SEWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2612

NOTE D — INVESTMENTS

Investments consist of deposits made with Pennsylvania Liquid Government Investment
Trust Account with variable interest rates. The balance in this account at December 31,
2012 was $363,331.41 and in the Plus account was $121,276.52.

NOTE E - LONG-TERM DEBT

Long-term debt consists of a Note Payable to Northwest Bank & Trust in the amount of
$109,110. Interest is paid monthly at a rate of interest of 5,97%. The loan was used for
sludge removal. The balance as of December 31, 2012 was $0, This loan was paid off in
2012.

The Pennvest loan #75234 has mouthly payments of $6,102.25 starting October 1, 2010.
The balance cutstanding as of December 31, 2012 was $1,053,129.58,

Principal Interest Total

2013 58,756.31 14,470.69 73,227.00
2014 59,517.85 13,709.15 73,227.00
2015 57,104,04 16,122.96 73,227.00
2016 48,771.20 24,455.80 73,227.00
2017 50,208.42 23,018.58 73,227.00
Thereafter __778.771.76 154.872.49 933,644.25
$1,053,129.58 $246,649.67 $1,299,779.25

NOTE F— FIXED ASSETS

Because there were no cost records available for fixed assets and there was no recent
appraisal, fixed assets were valued at insured value in the Fixed Asset Group. This
practice differs from Generally Accepted Accounting Principles. No depreciation is
recorded for these assets,

NOTE G - MANAGEMENT AGREEMENT

Paint Township has been engaged by Paint-Elk Joint Sewer Authority to manage the
sewer system on its behalf. Paint Township is respounsible for record keeping, financial
management, and overseeing all of the sewer system’s functionings.

NOTE H - TOTAL COLUMNS ON COMBINED STATEMENTS

The total columns on the Combined Statements are captioned “Memorandum Only” to
indicate that they arc presented only to facilitate financial analysis. Data in these
columns do not present financial position, results of operations or changes in
consolidation. Interfund eliminations have not been made in the aggregation of this data,

See Auditor’s Accompanying Report and Notes to Financial Statements
8
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IN WITNESS WHEREOF, the Funding Recipient and the Authority have executed this Funding
Agreement effective on the date first gbove written.

PENNSYLVANIA INFRASTRUCTURE
INVESTMENT AUTHORITY

o sh—

Paul K. Marchetti
Executive Director

ATTEST: Paint Elk Joint Sewer Authority

Authorized Signatory

(SEAL),
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EXHIBIT A
PROJECT SPECIFIC TERMS

£

Project Specific Terms

This project has been amended. The infonmation below reflects the latest amendment.

Amended Date: 2/1/2010 4:14:00PM

Approved Funding Amount
Loan Amount; $1,292,242.00

Approved Loan interest Rates and Term:
Years 1-6: 1.2740
Years 5+ 2.5470

Amendment Number: 2,913

Grant Amount: $0.00

interest Only Period: 36 monthé

Amorttization Period: 240 months

Funding Sources:

Loan: CWSRFE-NE - Federal Clean Water State Revolving Fund Non-Equivalency Project (ireatment works (212))

Grant: NONE - NONE

Project Collateral:

Coliateral: The note of Paint-Elk Joint Sewer Authority secured by & lien on its sewer revenues,
Collateral: The guaranty of Paint Township secured by a pledge of its taxing authority.
Special Gonditions: 3. Approval of a resolution providing for an increase in the sewer rates of Paint-Elk Joint

Sewer Authority, prior to the initiation of principat and interest payments on this PENNVEST
ioan, sufficient to support the projecied future operating expenses, the existing liabilities and
the proposed PENNVEST debt service.

4. Recelpt of the annual audited financial statements of Paint-Elk Joint Sewer Authority for
the term of the PENNVEST loan.

52



Full Dascrlption of the Project Coflateral Subject fo a Lien as ldenfified Above:

PENNVEST is taking a lien on all sewer revenues of the Paint Elk Joint Sewer Authority, inciuding all receipts and
revenues generated from ali sanitary sewage collection, transportation, {reatment and digposat system faciliies now or
hereafier owned, aperated or maintained by the Authority.
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Background Information
Fiscal Year End-date for Financial Statements (MMW/DD)

Is the Funding Recipient reguiated by the Public Utility
Commission {PUC)?

Has or does the Funding Reciplent intend to Interim
finance the costs of the Project using funds borrowed
from an entity other than PENNVEST?

Does the Funding Reciplent intend to use the procesds
of the PENNVEST funding fo reimburse its own funds
which have besen or will he used fo pay for eligible
construction costs associated with the Project?

EXHIBIT B
LIST OF LIENS

12431

No

Yes

Yes

List of Liens

Northwest Savings Bank $1,000,000 General Note and Security Agreement, both dated August 21, 2009 creating a security
interest in all revenues, user fees, connection fees or assessments derived from the use, or access to, the Faint Elk Joint
Sewer Authority facililies, regardless of their nature, either now owned or hergafter acquired.

Northwest Savings Bank $200,000 General Note and Security Agreement, both dated Cctober 19, 2008 creating a security
interest in all revenues, user fees, conneclion faes or assessments derived from the use, ar access to, the Paint Elk Joint
Sewer Authority facilities, regardiess of their nature, either now owned or hereafter acquired,
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EXHIBIT C
DESCRIPTION OF SYSTEM

Y

Owner / Operator Status

Does Funding Recipient own the System? Yes
Does Funding Recipient operate the System? Yes

Description of System

The Paint EIk Joint Sewer Systern cansists of a conventional, gravity, sanitary sewer system with 362 existing customers
and is located i Paint and E Townships of Clarion County, Pennsylvania. The sanitary sewer colfection system outlets
Into & 800,000 gallon per day sewage treatment plant operating under NPDES permit Number PAQG34924. In 2008, the
average daily flow through the lagoon treatment plant was 185,000 gations per day.

The sewage collection system consists of approximately 52,000 feet of sewer mains and 310 manholes. Approximately 80
percent of the sewer main pipes are PYC material with the remaining 20 percent consisting of vitrified clay-pipe. 3 sewage
pump stations are located in various low areas of the collection system and convey sewage through force main pipes toward
the sewage treatment plant. Between 1999 and 2C08, the sewer system added an average of 8 Equivalent Dwedlling Units
(EDUs) to the system each year.

Description of Project at Settlement

Description of Project at Board Approval

Instaliation of 5800 feet 2", 2-1/2", and 3" pressure sanitary sewer system with 62 grinder pumps and associated sewer
service connections. Also, the installation of a 200 galion per minute pump station with a 2380-foot, 6" force main to connect
the pressure sewaer to the existing collection system.

Elimination of the existing pump station wili require the instaliation of 2,260 fest of 8" and 10" gravity sewer main 14
manhoifes,

Description of Project at Settlement

The Riverhill Sewer Extension project consists of constructing two sanitary sewer extensions on the Paint Elk Joint Sewer
System. The first extension consists of installing a low pressure sewer system to serve existing residences and business
on the Riverhill along Route 322 in Paint Township. This Riverhill porticn of the project will install 5,500 feet of 2-inch,
2-1/2-inch, and 3-inch low pressure sewer maing, and each of those 37 businesses or residences will install a grinder pump
oh their respective properties. The grinder pumps will convey sanitary sewage to a new solids hand ling sewage pump
station, to be called the Riverhill Pump Station, which is designed with two, 200-galion-per-minute, suction-litt pumps over a
concrete wet well,

The iocation of the Riverhill Pump Station will permit approximately fifteen (15) businesses and residents o connect to
gravity sewer lines alsc leading to the Riverhill Pump Station. The Authority will install 1803 feet of 8 gravity sewer mains to
the west of the Riverhill Pump Station and connect those 15 existing busingsses and residences to the Pump Station,

From the Riverhill Pump $tation, the sanitary sewage will be pumped through a1990-foot, 6" force main to a high point

elevation and outlet inlo & new manhole, A 531-foct, 8" gravity sewer line will be instalied to connect the outlet of the force
main to the existing collection system located near the west end of Amsler Drive in Paint Township.
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The second pottion of the project being called the Amsler Avenue extension will extend 8-inch gravity sanifary sewer lines
from the existing collection system iocated along Pine Terrace Road to {he location of the existing Amsler Avenue sewage
pump station. The new gravity sewer will eliminate the Amsler Avenue Pump Station and force main because the
construction project will install piping to accommodate the natural sewage flow without the need of pumps.

Elimination of the existing pump stafion on Amsler Avenue will require the insfallation of 2,305 feet of 8" gravity sewer main

and 17 manholes. This construction will connect the gravity sewers on Amsler Avanue to the gravity sewers on Pine Terrace
Road.
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EXHIBIT D
LIST OF OFFICERS AND DIRECTORS

List of Officers and Directors - Funding Recipient

NAME ‘ TITLE

Hunter M. McMesns President
James Pfaff Vice-President
Timothy 8. Lavan | Secretary

List of Officers and Directors - Guarantor

Guarantor Name Guarantor Address Guarantor Percentage
Paint Township 22138 Route 66, 100.00
Shippenville, PA
16264
Officer Name Officer Title
Randy Vossburg Chairman
Edward Bouch Supervisor
J. Rodger Shingledecksr Supervisor
Jacqui Blese Secretary
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EXHIBIT E
PROJECT MANAGEMENT PLAN

Project Mangement Plan

Task Date Responsible

Pre-Consfruction Planning Dates

Bid Date 06/25/2009 Borrower's Engineer
Bid Opening 07/14/2000 Borrower's Engineer
Pra-construction Conference 08/02/2009 Borrower's Engineer
Obtained all needed permits 08/08/2009 Borrower
Awarded coniracts G8/26/2009 Borrower
Scheduled settlement date 02/16/2010 Borrower
Da?e must be scheduled through the Confirmed
Online Setllement ate Scheduler and
Letter of No-Prejudice (LONP} issued (if required) Yes
Date is entered by PENNVEST Project .
Mangement Office upon request and 09/04/2009
issue of letter.
Start Construction 05/08/2009 Borrower
End Construction 05/28/2010 Borrower
Request Final Payment 07/01/2010 Borrower
for Project Close-Out
Initiate Principal 10/01/2010 Borrower
and Interest Payment
Phased Projects No
Project Plan Major Milestones
Date Description
12/15/2008 Complete Construction of Riverhill Portion of Construction Project
Q4/02/2010 Complete Censtruction of Amsler Avenue Portion of Project
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06/28/2010 Complete Restoration of all Areas and entire project

Other / Comments
End Construction date is final completion of all restoration for both portions of project.
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EXHIBITF

LIST OF PERMITS / APPROVALS

List of Permits/Approvals

Type of Permit/Approval Permit/Approval Number Date Issued Appeal Period Appeal
Permit/Approval Expiration Date Filed
General Permit GP051609605 08/18/2009 N/A
Water Quality Mangement 1608401 11/17/2008 12/28/2008 No

Part i

60




EXHIBIT G
LIST OF LITIGATION

i.ist of Litigation

The Funding Recipient represents and warrants thaf there are no actions, suits or preceedings pending against or adversely
aflecting the Funding Recipient, the Project, the Project Collateral or the System.
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EXHIBITH
LIST OF REAL PROPERTY

Real Property Interests

Real properly inferests have been entered for this Project.
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List of Real Property Acquired by Purchase

Fary

Location of Person{s) From Type of Property Purchace Recording  Book Page Instrument
Property Whom Property Interest Acquired Date Location No. No. No.
Required for Interest Was {e.g. fee simple,
Project Acquired easement)
Clarion Co. Tax David L. Akins easement 06/13/2009 Clarion 795 1017 2009-4397
Map No. 21-025-85 County
Courthou
se
Clarion Go. Tax Gary Bailey and easement 06/24/2009 Clarion 795 1023 2008-4399
Map No. 21-026-87  Barbara J. Bailey County
Courthou
s& .
Clarion Co. Tax William L. Henry, Il easement 05/04/2009 Clarion = 795 819 2009-4367
Map No. 21-026-32  and Brian C. Burford County )
' Courthou
86
Clarion Co. Tax Pete Charnicky easement 08/07/2000 Clarion 796 81 2008-4458
Map No. County
21-022.90.2 Courthou
se
Clarion Co. Tax Clarion Bathware, easement 08/26/2009 Clarion 796 84 2008-4459
Map No. 21-022-87  Inc. County
Courthou
se
Clarion Co. Tax Robert L. Clark and easement 08/24/2008 Clation 795 1026 2009-4400
Map No. 21-025-31  Nancy M. Clark County
Courthou
se
Ciarion Co. Tax Madeline and Jesse easement 08/21/2009 Clarion 795 1044 2009-44085
Map No. R. Copenhaver County
21-022-74-2 Courthou
s¢
Clarion Co. Tax Lisa A. Livengood, easement 08/24/2009 Clarion 795 9168 2000-4366
Map No. 21-025-66  Kimberly M. Carroll, County
et al. Courthou
se
Clarion Co. Tax Eugene E. and casement 08/24/2009 Clarion 795 1029 2009-4401
Map No. 21-0256-69  Tammy J. Dearth County
‘ Courthou
se
Clarion Co. Tax DJR Heldings, LLC easement 04/08/2009 Clarion 795 922 2009-4368
Map No. 21-025-84 County
Courthou
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Clarion Co. Tax
Map No. 21-025-40

Clarion Co, Tax
Map No. 21-025-41

Clarion Co. Tax
Map No. 21-025-64

Clarion Co. Tax
Map No. 21-025-72

Clarion Co. Tax
Map No. 21-025-16

Ctarion Co. Tax
Map No, 21-025-88

Clarion Co. Tax
Map No. 21-025-20

Clarion Co. Tax
Map No. 21-025-77

Clarion Co. Tax
Map No. 21-025-78

Clarion Co. Tax
Map No. 21-025-34

Clarion Co. Tax
Map No. 21-025-45

Clarion Co. Tax
Map No. 21-025-70

Stephen C. and
Joseph 8. Drusko

Stephen C. and
Joseph . Drusko

Lisa A, Livengood,
Kimberly M. Garroll,
ef. al

Clarion Evangetical
Congregational
Church, Inc.

Dale W, and Judith
E. Fiscus

Virginia Hartzell

Gary L. and Linda P,
Heeter

Matthew G. and
Michele L. Higgins

Matthew G. and
Michele L. Higgins

Timothy J. Hockman

Charlene M.
Holabaugh

Kindom Hall of
Jehonva's Withesses

gasement

easemant

easement

gasement

easement

easement

easement

easement

aasement

easement

easement

easement

08/24/2009

' 08/24/2000

08/24/2009

04/18/2009

(8/24/2009

07/G7/2009

08/24/2009

08/24/2000

08/24/2009

08/24/2009

08/24/2008

04/30/2006

Clarion
County
Courthou
se

Clarion
County
Courthou
se

Clarion
County
Courthou
58

Clarion
County
Courthou
se

Clarion
County
Courthou
52

Clarion
County
Courthou
se

Clarion
County
Courthou
se

Clarion
County
Courthou
se

Clarion
County
Courthou
se

Clarion
County
Courthou
se

Clarion
County
Courthou
=1

Clarion
County
Courthou

785

795

795

785

795

796

795

795

785

795

795

1014

1014

916

102¢

1011

925

985

082

928

1032

931

1038

2009-4396

2009-4398

2009-4366

2009-4398

2009-4395

2009-4369

2009-4389

2008-4388

2008-4370

2009-4402

2009-4371

2000-4403
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Clation Co. Tax
Map No.
21.026-20-1

Knox and Kane
Railroad

Ciarion Co. Tax
WMap No. 21-026-26

Clarion Co. Tax
Map No, 21-025-86

Clarion Co. Tax
Map No. 21-025-33

Clarion Co, Tax
Map No. 21-025-15

Clarion Co. Tax
Map No. 21-025-24

Clarion Ca. Tax
Map No. 21-025-26

Clarion Co. Tax
Map No. 21-025-28

Clarion Co, Tax
Map No, 21-025-28

Clarion Co. Tax
Map No. 21-025-30

Clarion Co, Tax
Map No. 21-025-65

Brian J, and Laurie J.
Kerie

Kovalchick
Corporation

June Lombardo

Patricia and Harry
Martz, Jr.

Terry L. ang Stephan
A. Mascioli

Karen M. and
Salvatore Mazzogcchi,
Jr.

Karen M. and
Salvatore Mazzocohi,
Jr.

Karen M. and
Salvatore Mazzocchi,
Jr.

Karen M, and
Salvatore Mazzocchi,
Jr

Karen M. and
Salvatore Mazzocchi,
Jr.

Karen M. and
Salvatore Mazzoccht,
Jr.

Gale L. and Vicky S.
O'Neil

easement

gasement

easement

easement

easement

gasement

easement

easement

easement

easement

casement

easement

08/24/2009

Q7/2712008

08/2412009

. DB/24/2009

02/25/2009

07/28/2009

07/28/2009

07/28/2008

07/28/2009

07/28/2009

0772812009

C8/24/2009

Clarion
County
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Clarion Co, Tax
Map No. 21-025-87

Clarion Co. Tax
Map No. 21-025-76

Clarion Co. Tax
Map No. 21-025-71

Clarion Co. Tax
Map No. 21-025-79
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Map No. 21-025-82
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Map No. 21-025-83
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2008-4376
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Ctarion Co. Tax Brett R. Whitling easement 098/18/2009 Clarion 796 66 2009-4453
Map No. 21-025-74 County
Courthou
56
Clarion Co. Tax Winscott, Inc. easement 06/28/2000 Clarion 795 956 2009-4379
Map No. 21-025-44 County
Courthou
56
Clarion Co. Tex Paint Township fee simple 08/24/2009 Clarion 779 618 2009616
Map No. 21-025-68 County
Courthou
se
Knox and Kane Kovalchick easement 06/08/2009 Clarion 795 979 2009-4387
Raiiroad Corporation County
Courthou
se
Clarion Co. Tax Henry Ray Pope, I} easement 08/10/2009 Clarion 786 89 2009-4481
Map No. County
21-022-9C-1 Courthou
: 3e
Clarion Co. Tax Bryan W. Huwar and easement 02/05/2010 Claricn 805 62 2010-00047
Map No. 21-025-91  Terry L. Rapp County ]
Courthou
List of Real Property Acquired by Condemnation
Location of Person(s) From Whom  Type of Property Date Filed Preliminary
Property Required Property Interest Was  Interest Acquired Objections (PO) PO FILED
for Project Acquired (e.g. fee simple, Deadline Date
casement)
Clarion Courty Tax Timothy Fulton easement 10/09/2009 14/09/2000 No
Map Number
02-20.5.79
Clarion Gounty Tax John M . O'Shany easement 10/09/2009 14/09/2009 No
Map Number
02-20.5-80
Clarion Gounty Tax Halen Kiser Trust easement 10/08/2008 11/08/2009 No

Map Number
0220-02.1-7¢
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EXHIBIT |
PROJECT COST BREAKDOWN

olact
P

Project Cost Breaikdown

Total Approved By Board Total Cost Pending Approval Final Costs at Settlement Reaguired
{Onainal + Amendmants} Adjustment
8
PENNVEST Qther Tatal PENNVEST Other  Total PENNVEST Other Total to
Funding Sources G (A+B)- Funding Sourcas -F {D+E)- Funding Sources «1 (B+H)- PENNVEST
Cost Category A- B . E. - H-
1. Administralive Cosls $0.00 $10,000.00 $10,000.00 $0.00 $0.00 $0.00 £0.75 §654.77 $B55.52 (80.75)
2. Legal Foas $0.00 $2,000.00 $2,000.00 $0.00 $0.00 $0.00 $0.00 $20,000.00 $20,000.00 $0.00
3. Firancing ! $0.00 $0.00 $0.00 $0.00 $0.00 s$0.00 $0.00 £0.00 $0.00 $0.00
Accounting Charges
4. Interest During $0.00 §2,600.00 $2,000,00 30.00 $0.00 £0.00 $0.00 $C.00 $0.00 $0.00
Conslrugtion
5. 30,00 $145,900.00 $145,900.00 20.00 $0.00 $0.00 3000  $125600.00 $125,608.00 $0.00
Archilacture/E ngincoring
Fans
8. Permits $0.00 $500,00 $500.00 30.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
7. Land $0.00 $40,000.00 $10,000.00 30.00 $0.06 $0.00 $0.00 $8,247.00 $6,247.00 $0.00
8. Cangtruction £1,550,000.00 $0.00  $1,580,000.00 4000 $0.08 $0.00 $1,220,661.26 $21,843.256 $1,251,604.60 $320,338.75
8. Gontingency (5.00%) $200,008.00 $0.00 $200,000.00 $0.00 $0.00 $0.00 §62,5680.00 $0.00 262,580.00 $137,420.08
10, Other $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 30.00 $0.00 $0.00 $0.00
TOTAL $1,750,000.00 $170,400.00  81,920,400.00 $0.00 $0.00 $0.00 $1,292,24200  $176,445.02  $9,468,667.02 $457,768.00
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DEBT OBLIGATION

UNITED STATES OF AMERICA
COMMONWEALTH OF PENNSYLVANIA

Paint Elk Joint Sewer Authority
LOAN NUMBER 75234
$1,292,242.00

Harrisburg, PA

02/16/2010

FOR VALUE RECEIVED, the MAKER, duly organized and existing under the laws of the
Commonwealth, is authorized to issue this Debt Obligation and promises to pay to the Payee, at
such office of Payee or at such other office of Payee or such other place as Payee may designate
from time to time in writing, the principal sum of the Debt Obligation (or so much thereof as has
been advanced by Payee to or for the benefit of Maker pursuant to the Funding Agreement) in
fawful money of the United States of America, together with interest thereon from the date hereof at
the rates herein provided, and both payable as hereinafter provided.

A. DEFINITIONS

The terms used herein shall have the meanings given to them under the Funding Agreement by and
between Maker and Payee of even date herewith with respect to the loan number set forth above,
The following additional words and phrases shall have the meanings given to them in this section
when used in this Debt Obligation:

“COMPTROLLER” shall mean the Pennsylvania Public Protection and Recreation Comptroller’s
Office, which serves as the assigned comptroller for the Payee,

“MAKER” shall mean Paint Elk Joint Sewer Authority, an entity organized and existing under the
laws of the Commonwealth of Pennsylvania, with an office at 22139 Route 66, Shippenville,
PA-16254-5025.

“PAYEE” shall mean the Pennsylvania Infrastructure Investment Authority, a body corporate and
politic, organized and existing under the laws of the Commonwealth of Pennsylvania, with an office
at 22 South Third Street, Harrisburg, Pennsylvania,

“PROPOSED AMORTIZATION SCHEDULE” shall mean the proposed schedule of principal

1
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and interest payments provided to the Maker by the Payee on the date hereof, attached hereto as
Exhibit A, which schedule assumes the full amount of the Debt Obligation will be used by Maker to
compiete the Project in accordance with the schedule set forth in the Project Management Plan,
attached as Exhibit E to the Funding Agreement.

“REVISED AMORTIZATION SCHEDULE” shall mean the final schedule of principal and interest
payments, provided fo the Maker by the Comptroller upon completion of construction of the
Project, as defined under Paragraph D.1. of the Funding Agreement, including adjustments to the
principal amount necessary to complete the Project and the timeline for completion,

“SCHEDULED AMORTIZATION DATE” shall mean the date set forth in the Project
Management Plan, attached as Exhibit E to the Funding Agreement, as the scheduled date to
complete the project and initiate principal and interest payments.

B. INTEREST ONLY PERIOD

The Maker is obligated to pay interest only payments on the debt proceeds drawn down on the first
day of the month following a loan advance at the approved lean interest rate established for Years
1-5 on the Project Specific Terms, attached as Exhibit A to the Funding Apreement, until the earlier
of: a) the calendar month preceding the Scheduled Amortization Date, or b) the calendar month
during which all actions required to complete construction of the Project as defined under Paragraph
D.1. of the Funding Agreement have been completed. In no event shall the date extend beyond the
Scheduled Amortization Date without the express written consent of the Payee.

C. PAYMENTS OF PRINCIPAL AND INTEREST

On the carlier of: a) the Scheduled Amortization Date, or b} the first day of the first calendar month
following the completion of all actions required to complete construction of the Project, as defined
under Paragraph D.l.of the Funding Agreement, the Maker shall make payments of principal and
interest as follows:

If the Maker has completed all actions required to complete construction of the Project as defined
under Paragraph D.1, of the Funding Agreement prior to the Scheduled Amortization Date, the
unpaid principal sum then outstanding and all accrued and unpaid interest shall be payable in
consecutive monthly installments on the first day of each month commencing with the first calendar
month following completion of the Project, as defined under Paragraph D.1. of the Funding
Agreement, over the amortization period and at the approved loan interest rates set forth in the
Profect Specific Terms, set forth in Exbibit A to the Funding Agresment, in accordance with the
Revised Amortization Schedule to be provided by the Comptroller fo the Maker.

If the Maker has not completed all actions required to complete consiruction of the Project as
defined under Paragraph D.1. of the Funding Agreement prior to the Scheduled Amortization Date,
Maker shali make payments of principal and interest commencing on the Scheduled Amortization
Date in accordance with the Proposed Amortization Schedule. Maker wiil pay interest only on the



unpaid principal sum of the loan then cutstanding. Any additional payment made in accordance with
the Proposed Amortization Schedule will be appiied to the principal balance of the loan. Once the
Maker has completed all actions required to complete construction of the Project as defined under
Paragraph D.1, of the Funding Agreement, a Revised Amortization Schedule will be provided to the
Maker by the Comptroller, if necessary.,

D. TERM OF REPAYMENT

The repayment of principal and interest shall continue in accordance with the Proposed
Amortization Schedule, or Revised Amortization Schedule, as may be applicable, at the approved
loan interest rates and term set forth in the Project Spec‘iﬁc Terms, aitached as Exhibit A to the
Funding Agreement. Any unpaid principal sum outstanding and any accrued and unpaid interest at
the conclusion of the Proposed Amortization Schedule, or Revised Amortization Schedule, as may
be applicable, shall become immediately due and payable to Payee.

E. PREPAYMENTS

Maker may not prepay at any time ail or any portion of the unpaid principal sum hereunder without
first obtaining the prior written consent of the Payee, which shall not be unreasonably withheld or
delayed. The Maker shall submit a letter of intent to prepay to Payee no later than fifieen (15) days
prior to the first day of the month Maker intends to prepay. If the Payee consents to the Maker's
ptepayment, the Maker may prepay, on the date that is mutually agreed upon by both the Payee
and Maker, all or any portion of the unpaid principal sum hereunder without penalty or premium;
provided, however, that:

1. Any prepayment (whether voluntary or involuntary) shall be applied first to any acerued and
unpaid interest hereunder up to the date of such prepayment, then to any other sums which may be
payable to Payee under the Funding Documents up to the date of such prepayment and then to the
prinecipal sum hereunder;

2. Any such prepayment shail be applied to installments due hereunder in the invetse order of their
maturity; and

3. The acceptance of any such prepayment when there is an event of default in. existence hereunder
shall not constitute a waiver, release or accord and satisfaction thereof or of any rights of Payee with
respect thereto.

F. COLLATERAL

This Debt Obligation, and the due performance by Maker of all of its obligations hereunder, is
secured by the Project Collateral, and any documents necessary to provide for the same. It hereby
is certified that:



1. All acts, conditions and things required to be done, fo happen or to be performed as conditions
precedent to and in issuance of this Debt Obligation, or in creation of the debt of which this is
evidence, or in the provision of the Project Collateral provided to secure the Debt Obligation have
been done, have happened or have been performed in due and regular form and manner, as
required by law; and

2. The debt represented by this Debt Obligation, together with any other indebtedness of the
Maker is not in excess of any limitation imposed by law or agreement upon the incurring of debt by
the Maker,

G. LATE CHARGE

In the event that any payment of principal or interest due to Payee hersunder shall not be paid when
due and shall remain unpaid in excess of thirty (30) days afier the due date, in addition to and not in
limitation of any other rights or remedies which Payee may have in respect thereof under any of the
Funding Documents, including but not limited to Payee’s rights in and to the Project Collateral,
Maker shall pay Payee on demand a late charge computed at the rate of four cents (3.04) for each
dollar {or part thereol) of the amount not paid, to cover the extra expense and inconvenience to
Payee in ensuring payment of such delinquent amount. The amount of any such late charge not paid
promptly following demand therefor shall be deemed outstanding and payable pursuant to this Debt
Obligation.

H. EVENTS OF DEFAULT

In addition to any other event referred to herein, the occurrence of which, by the terms hereof,
constitutes an event of default hereunder, the ocourrence of any one or more of the following events
shall constitute an event of default hereunder, provided that the default has not been cured within ten
(10} days of its occurence. Events in subsections 2-4 shall constitute an event of default only if it
materially impairs the Project Collateral, the Maker's ability to satisfy its obligations under the
Funding Documents or the Maker's ability to complete the Project by the Completion Date, or
would otherwise have impacted the Payee's decision to fund the Project.

1. Maker shall fail to make any payment of principal and/or interest due to Payee under this Debt
Obligation or under any of the Funding Documents when the same shall become due and payable,
whether at maturity, by acceleration or otherwise;

2. Maker shall fail to observe and perform any of the covenants or agreements on its part to be
observed or performed under this Debt Obligation or under any of the Funding Documents, other
than the payment obligations referenced in Section H.! above, and such failure continues for thirty
(30) days after notice from Payee of such noncompliance;

3. Any representation or warranty of the Maker under this Debt Obligation or under any of the
Funding Docutents shall be untrue in any material respect when made; or



4. Any event of default shall occur under the terms of any of the Funding Doguments,

I. REMEDIES

1. Upon the oceurrence of an event of default hereunder, the entire unpaid principal sum hereof,
plus all interest accrued thereon, plus all other sums due and payable to Payee under the Funding
Documents shall, at the option of Payee, become due and payable immediately upon written
request.

2. No right or remedy conferred upon or reserved to Payee under any of the Funding Documents,
or with respect to any Project Collateral, or now or hereafter existing at law or in equity or by
statute or other legislative enactment, is intended to be exclusive of any other right or remedy, and
each and every such right or remedy shall be cumulative and concurrent, and shall be in addition to
every other such right or remedy, and may be pursuved singly, concurrently, successively or
otherwise, at the sole discretion of Payee, and shall not be exhausted by any one exercise thereof
but may be exercised as often as occasion therefor shall eccur. No act of Payee shall be deemed
or construed as an election to proceed under any one such right or remedy to the exclusion of any
other such right or remedy; furthermore, cach such right or remedy of Payee shall be separate,
distinet and cumulative and none shall be given effect to the exclusion of any other. The failure to
exercise or delay in exercising any such right or remedy, or the failure to insis{ upon strict
performance of any term of any of the Funding Documents, shall not be construed as a waiver or
release of the same or of any event of default thereunder, or of any obligation or liability of Maker
thercunder.

3. The recovery of any judgment by Payee and/or the levy of exccution under any judgment hpon
any Project Collateral shall not affect in any manner or to any extent the pledge of the System
Revenues, to the extent the Project Collateral includes a lien on the System Revenues, as set forth in
the Project Specific Terms, attached as Exhibit A to the Funding Agreement, or any security interest
under the Funding Documnents in any Project Collateral, or any rights, remedies or powers of Payee
under any of the Funding Documents or with respect to any Project Collateral, but such pledge and
such security interest, and such rights, reimedies and power of Payee shall continue unimpaired as
before. Further, the exercise by Payee of its rights and remedies and the entry of any judgment by
Payee shall not affect in any way the interest rate payable hereunder or under any of the other
Funding Documents on any amounts due to Payee but interest shall continue to accrue on such
amounts at the rate specified herein or in such Funding Document.

4. Maker hercby waives presentment, demand, notice of nonpayment, protest, notice of protest or
other notice of dishonor, and any and all other notices in connection with any default in the payment
of, or any enforcement of the payment of, all amounts due under the Funding Documents, except for
notices of defaults and opportunities to cure expressly provided for in this Debt Obligation or the
Funding Documents. To the extent permitted by law, Maker waives the right to any stay of
execution and the benefit of all exemption laws now or hereafter in effect. Maker further waives

- and releases all errors, defects and imperfections in any proceedings instituted by Payee under the
terms of any Funding Document or with respect to any Project Collateral.



5. Maker agrees that Payee may release, compromise, forbear with respect to, waive, suspend,
extend or rencw any of the terms of the Funding Documents and Maker hereby waives any notice
of any of the foregoiﬁg, and that the Funding Documents may be amended, supplemented -or
modified by Payee and the Maker and that Payee may resort to any Project Collateral in such order
and manner as it may think fit, or accept the assignment, substitution, exchange or pledge of any
other Project Collateral in place of, or releases for such consideration, or none, as it may require, all
or any portion of any Project Collateral, without in any way affecting the validity of any lien or other
security interest in the remainder of any such Project Collateral {or the priority thereof or the
position of any subordinate holder of any security interest with respect therefo); and any action
taken by Payee pursuant to the foregoing shall in no way be construed as a waiver or release of any
right-or remedy of Payee, or of any event of default, or of any liability or obligation of Maker, under
any of the Funding Documents. '

J. COSTS AND EXPENSES

Following the occurrence of any event of default, Maker shall pay upon demand all costs and
expenses (including all amounts paid to attorneys, accountants and other advisors employed by
Payee and to any coniractors for labor and materials), incutred by Payee in the exercise of any of iis
rights, remedies or powers under any of the Funding Documents with respect to any Project
Coliateral as a result of such event of default, and any amount thereof not paid on the first business
day following demand therefor shall be added to the principal sum hereunder and shall bear interest
at the rate then applicable. Nothing in this paragraph shall limit the Makes's obligation to pay costs
and expenses for which Maker is already liable under any other Funding Document.

K. TAXES

Maker shall pay the cost of any revenue, tax or other stamps now or hereafter required by the laws
of the Commonwealth or the United States to be affixed to this Debt Obligation and if any taxes are
imposed under the laws of the Commonwealth or the United States with respect to secured debts.

L. SEVERABILITY

In the event that for any reason one or more of the provisions of the Debt Obligation or the
application of the same to any person or circumstance shall be held to be invalid, illegal or
unenforceable in any respect or to any extent, such provisions shall nevertheless remain valid, legal
and enforceable in ali such other respects and to such extent as may be permissible. In addition,
any such invalidity, illegality or unenforceability shall not affect any other provisions of the Debt
Obligation, but the Debt Obligation shall be construed as if such invalid, iliegal or unenforceable
provision had never been contained herein.



M. SUCCESSORS AND ASSIGNS

The Debt Obligation inures to the benefit of Payee and binds Maker, and their respective
successors and assigns, and the words "Payee" and "Maker" whenever occurring herein shall be
deemed and construed to include such respective successors and assigns.

N. NOTICES

Al! notices required or desired to be given to either of the partics hereunder shall be in writing and
shall be deemed to have been sufficiently given for all purposes when presented personally fo such
party or sent by receipted mail via overnight courier, certified or registered mail, return receipt
requested, or Electronic Postmark delivery through the United States Post Office to such party at ifs
address set forth below:

Makein 22139 Route 66, Shippenville, PA-16254-5025

Authority: Pennsylvania Infrastructure Investment Authority
22 South Third Street

Harrisburg, Pennsylvania 17101

Attention: Executive Director

Such notice shall be deemed to be given when received if defivered personally or two (2) days after
the date mailed if sent by certified or registered mail. Any notice of any change in such address shall
also be given in the manner set forth above, Whenever notice is required, the party entitled to
receive such notice may waive the requirement by notifying the party required to give the notice in
writing, '

O. DEFINITIONS, NUMBER AND GENDER

In the event Maker consists of more than one person or entity, the obligations and liabilities
hereunder of ¢ach of such persons and entities shall be joint and several and the word "Maker" shall
mean all, some or any of them. For purposes of this Debt Obligation, the singular shall be deemed
to inciude the plural and the neuter shall be deemed to include the masculine and feminine, as the
context may require. The references herein to the Funding Documents or any one of them shall
include any supplements to or any amendments of or restatements of such Funding Documents or
any one of them.

P, INCORPORATION BY REFERENCE

All of the terms and provisions of the Funding Documents, to the extent not inconsistent herewith,
are incorporated herein by reference.



Q. CAPTIONS

The captions or heading of the sections in the Debt Obligation are for convenience only and shall not
control or affect the meaning or construction of any of the terms or provisions of this Debt
Obligation.

R. GOVERNING LAW

This Debt Obligation shall be governed by and construed in accordance with the laws of the
Commonwealth,

[THE BALANCE OF THIS PAGE IS INTENTIONALLY BLANK]



IN WITNESS WHEREOF, the Maker has executed this Debt Obligation effective on the date first
above written,

ATTEST: Paint Elk Joint Sewer Authority

A
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AGREEMENT

st
THIS AGREEMENT, made this _} dayot Ay 20 /3, by and between
Paint-Llk Joint Sewesr Authority hereinafter called
“OWNER”
and _ Synagro Central, LLC hercinafter called
"CONTRACTOR".
WITNESSETH: That for and in consideration of the paymenis and agreements hereinafier
mentioned:
i CONTRACTOR will commence and complete the construction of

Contract 2013-1 Lagoon Sludge Removal

2, CONTRACTOR will furnish all of the material, supplies, tools, equipment, labor
and other services necessary for the construction and completion of the project

described herein.

3. CONTRACTOR will commence the work required by the CONTRACT
DOCUMENTS within the time specified in the NOTICE TO PROCEED, and will
complete the same within 120 calendar days unless the period for completion is
extended otherwise by the CONTRACT DOCUMENTS.

4. CONTRACTOR agrees to perform all of the WORK described in CONTRACT
DOCUMENTS for the sum of  Two Hundred Twenty Ning Thousand and

00/100 Dotlars ($.229,000.00 ).

5. The term "CONTRACT DOCUMENTS" means and includes the following:

Advertisement for Bids
Information for Bidders

Form of Proposal

Bid Bond

Notice of Award

Agreement

Performance Bond

Labor and Material Payment Bond
Notice to Proceed

Change Order

Consent of Surety Company to Final Payment
Maintenance Bond

General Conditions

Supplemental General Conditions
Detailed Technical Specifications
Standard Details

Contract Drawings

Addenda, if any

FOFCZErRC T IEEEOORE»
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0. The OWNER will pay o the CONTRACTOR in the manner and at such times as
set forth in the General Conditions such amounts as required by the CONTRACT

DOCUMENTS,

7. This AGREEMENT shall be binding upon ail parties hereto and their respective
heirs, executors, administrators, successors and assigns,

IN WITNESS WHEREOF, the parties hereto have executed, or caused to be executed by their
duly authorized officials, this AGREEMENT in _4_ copies, each of which shall be deemed an
original on the date first above writien.

OWNER:

Paint-Elk Joint Sewer Authority

Name _{{ prvez_ bessp il
Please Type

SEAL
ATTEST:

Name
Please Type

Title

CONTRACTOR: _Synagro Cenfral. LLC

)
13y_/‘//2«f444a/ nz:./ A ,of%i
Name 10& /l |{W/Q Sa{ () [Cf
Please Type Tltlc \/\(Q V/W)Q/}\ ik

Address 435 Williams Court; Suite 100 Baltimore, MD 21220
SEAL
ATTEST:

7

Name V//Wé \/[/Cé L

Plchse Type

Illle-_hg?q [ iigubh _A(.s&{u &)LN,fa sz
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