
66 Pa. C.S. Section 1329 Application Completeness Review 
Pennsylvania-American Water Company- Wastewater Division 

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437 

Missing Application Information 

1. Checklist Item No. 4 - AUS Consultants, Inc. (AUS) Appraisal 

a. Appendix A-5 references Excel documents that were not included in the working 
Excel files of Appendix A-4. Please provide a working copy of each of the 
following Excel files: 

1. File named "PA-American Sadsbury Wastewater Industry Valuation 
Summary Created 2-4-2017.xlsx" 

11. File named "section2_original cost_sewer system_tangible assets.xlsx" 

111. File named "Water Industry.xlsx" 

1v. File named "Excluded-Assets-Original Cost Tables - NGT-
2016Update.xlsx" 

b. Appendix A-5 contains a document titled "Valuation Summary." Page 5 of the 
Valuation Summary contains a spreadsheet named "Market Approach." The 
values shown for the purchase price of McKeesport Wastewater System do not 
match the values stated on Page 29 of AUS's appraisal dated November 21, 2017. 
Please explain this discrepancy. 

c. Within the Excel Spreadsheet named "24 Appendix A-4 PA WC UVE Electronic 
Working Papers 2 of 2" on the "Mains Unit Costs" tab, there are multiple 
reference errors. Please provide a statement that these reference errors do not 
influence any calculations. 

2. Checklist Item No. 4 - Herbert, Rowland & Grubic, Inc. (HRG) Appraisal 

a. Certain information referenced in Appendix A-5 does not appear to be supported 
by corresponding working papers. Please provide working papers for the 
following: 

1. HRG Schedule C, "a detailed analysis of regional wastewater collection 
system construction costs" resulting in an estimated unit cost per lineal 
foot of $154. 

11. HRG Schedule F, an explanation of the assigned present value discount 
rate of 6.75%. 



66 Pa. C.S. Section 1329 Application Completeness Review 
Pennsylvania-American Water Company- Wastewater Division 

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437 

111. HRG Schedule G, evidence supporting the assigned 2017 cost per square 
foot of $3 .90 for easements. 

b. The customer list in Appendix A-4 includes the following addresses which are 
outside of the requested territory defined in Appendix A-16a through A-16h. 
Please revise Appendix A-16a through A-16h as necessary for the following 
addresses: 

1. 2063 Valley Road, Parkesburg 19365 

2. 2061 Valley Road, Parkesburg 19365 

3. 2041 Valley Road, Parkesburg 19365 

4. 1953 Valley Road, Parkesburg 19365 

5. 157 Cowan Road, Parkesburg 19365 

c. Checklist Item No. 10 - HRG's appraisal does not appear to include an appraisal 
certification, pursuant to USPAP Rule 2-3, 6-3, 8-3, and 10-3. 

d. The photos included in Exhibit 2 ofHRG's appraisal are not captioned. Please 
provide captions explaining what assets the photos are depicting. 

3. Checklist Item No. 8 -The Application's Appendix A-8 provides copies of an agreement 
and invoices from both AUS Consultants, Inc. and HRG but does not quantify the total 
fees paid to each firm for providing completed utility valuation appraisals for the 
acquisition. Please provide statements that quantify the total fees paid to each company. 

4. Checklist Item No. 16.d -The written descriptions of the four separate service territories 
by metes and bounds are not labeled by corresponding area number designated in 
Appendix A-16-a. Please identify the area numbers corresponding to each metes and 
bounds description. 

5. The Application's Paragraph 35 states, in part, that no corporation is furnishing or has 
rights to furnish service in the requested territory. However, this conflicts with the 
agreement as of November 15, 2011, between Sadsbury Township and Valley Township 
regarding sanitary sewer service for 2800 West Lincoln Highway provided within 
Appendix A-24-a, Tab 1. Please either revise the requested territory to exclude the 
subject property; or provide a statement that PA WC will be seeking to terminate the 
subject agreement and provide required information pursuant to 52 Pa. Code§ 
3.50l(a)(9). 



66 Pa. C.S. Section 1329 Application Completeness Review 
Pennsylvania-American Water Company- Wastewater Division 

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437 

6. Provide copies of the "Terminated Agreements" identified in Section 4.1 (k)(iv) of the 
Asset Purchase Agreement (AP A). 

7. Checklist Item No. 19.a- Please provide a copy of Sadsbury Township's audited 
financial information for 2017. 

8. Checklist Item No. 19.b- Please provide a copy of Sadsbury Township's adopted budget 
for 2017. 

9. Checklist Item No. 19.e-The Application's Appendix A-19-e identifies Sadsbury 
Township's debt to be approximately $2.745 million. Please identify the nature, terms, 
and payment history of this outstanding debt and any outstanding debt identified in 
Sadsbury Township's 2017 audited financial information. 

10. Checklist Item No. 22.e -The Application provides statements in the direct testimony 
and a letter from Sadsbury Township indicating the Application is consistent with the 
Chester County Comprehensive Plan but does not provide evidence from the Chester 
County Planning Commission indicating the filing is consistent with the Chester County 
Comprehensive Plan. Please provide evidence the Application is consistent with the 
Chester County Comprehensive Plan. 

11. Checklist Item No. 22.e - Map II-1, provided as part of Appendix A-22b-1 appears to 
have been folded over when it was scanned and is not legible. Please provide a legible 
copy of Map II-1. 

Please mark the materials "CONFIDENTIAL" in bold or highlighted manner if any of the 
requested information is deemed to be of a confidential nature. 



Bibikos, George A. 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

David Zambito, Esq. 
Cozen O'Connor 
17 North Second Street 
Harrisburg, PA 17101 

Dear Attorney Zambito, 

Donnelly, Sean <SDONNELLY@pa.gov> 
Thursday, June 7, 2018 3:51 PM 
Zambito, David 
Searfoorce, Daniel; McKinley, Clinton; Zander, Paul; Chiavetta, Rosemary; 
Susan.Marsh@amwater.com; Bibikos, George A.; Nase, Jonathan 
PAWC-WD Sadsbury Township Section 1329 Application at Docket A-2018-3002437 
20180607 PAWC-WD Sadsbury Twp Application Review Missing Checklist Item 
lnformation.docx 

The Commission's Bureau of Technical Utility Service (TUS} performed a completeness review of Pennsylvania-American 
Water Company- Wastewater Division's (PAWC-WD's) above-referenced Section 1329 application submitted on June 1, 
2018. Based upon our initial review, we have determined the application to be missing information required by the 66 
Pa. C.S. § 1329 Application Filing Checklist as revised 3/17/2017. Attached is a draft list of information that still needs to 
be provided to perfect the subject application. Please note the identified information needs to filed with the Secretary's 
Bureau by the close of business on Wednesday, June 13, 2018, as the ten business-day review period ends on June 15, 
2018, otherwise the Bureau may reject the application. 

Sincerely, 

Sean P. Donnelly, P.E. 
Fixed Utility Valuation Engineer Supervisor 
Bureau of Technical Utility Services 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 
Tele. No. (717} 783-2505 

1 



66 Pa. C.S. Section1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437

1. Checklist Item No. 4 - AUS Consultants, Inc. (AUS) Appraisal

a. Appendix A-5 references Excel documents that were not included in the working
Excel files of Appendix A-4. Please provide a working copy of each of the

following Excel files:

i. File named "PA-American Sadsburv Wastewater Industrv Valuation
Summary Created 2-4-2017 .xlsx"

RESPONSE: In its frling, Pennsylvania-American renamed the file "PA-American Sadsbury

Wastewater Industry Valuation Summary" to "Appendix A-4 PAWC I-IVE

Electronic working papers I of 2." That file was included with the application.

The file previously named "PA - American Sadsbury Wastewater Industry

Summary" was created on 1l-21-2017 and superseded "PA - American

S adsbury Wastewater Industry Valuation Summary Created 2-4 -20 17 .xlsx" ;
which is now enclosed with this response on a CD ROM.

RESPONSE:

ii. File named "section2_original cost sewer system_tangible assets.xlsx"

In its filling, Pennsylvania-American renamed the file
"section2_original_cost_sewer system_tangible assets.xlsx" to "Appendix A-4
PAWC UVE Electronic Working Papers 2 of 2." The files are the same. Please

refer to that file, which is enclosed again with this response on a CD ROM.

RB,SPONSE:

RESPONSE:

iii. File named "Water Industry.xlsx"

The file "Water Industry.xlsx" is enclosed with this response on a CD ROM.

iv. File named "Excluded-Assets-Original Cost Tables NGT-
20l6Update.xlsx"

The file "Excluded-Assets-Original Cost Table - NGT_2016Update.xlsx" was

referred to in AUS Consultants Market Approach, page 6 of 29, only to provide

the basis for the market comparable statistic of Depreciated Original Cost for
the New Garden Township sale of its wastewater system which was adjudicated

LEGAL\36651425\2



b.

66Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018-3002437

in PA PUC Docket No. A-2016-2580061. A copy of the file is provided with
this response on a CD ROM.

Appendix A-5 contains a document titled "Valuation Summary." Page 5 of the

Valuation Summary contains a spreadsheet named "Market Approach." The values

shown for the purchase price of McKeesport Wastewater Systern do not match the

values stated on Page 29 of AUS's appraisal dated November 21,2017. Please

explain this discrepancy.

At the November 21,2017 appraisal date, the purchase price agreed upon

between Pennsylvania-American and the Municipal Authority of the City of
McKeesport was $162 million. The narrative of the appraisal report reflects

that purchase price at page 29; this purchase price revised an earlier proposed

purchase price of $156 million, which is detailed in the Market Approach of the

appraisal statistics at Valuation Summary page 5 of l0 and the Market

Approach page 3 of 29. Subsequent to the finalization of the Sadsbury appraisal

I understand a settlement agreement was proposed at a purchase price of $158

million for the MACM assets.

RESPONSE:

RESPONSE:

Response(s) provided by: Jerome C. Weinert
Principal and Director, AUS Consultants, Inc.

Within the Excel Spreadsheet named "24 Appendix A-4 PAWC UVE Electronic

Working Papers 2 of 2" on the "Mains Unit Costs" tab, there are multiple reference

errors. Please provide a statement that these reference errors do not influence any

calculations.

The reference errors referred to in the spreadsheet "24 Appendix A-4 PAWC

UVE Electronic Working Papers 2 of 2," on the Tab "Mains Unit Costs," are

only descriptive column references which do not affect the calculation of the

mains unit costs.

LEGAL\3665 1425U
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66Pa. C.S. Section1329 Application Completeness Review
Pennsylvania-Ameri can Water Company - Wastewater Divi sion

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018 -3002437

Checklist Item No. 4 - Herbert, Rowland & Grubic, Inc. (HRG) Appraisal

a. Certain information referenced in Appendix A-5 does not appear to be supported
by corresponding working papers. Please provide working papers for the

following:

i. HRG Schedule C, "a detailed analysis of regional wastewater collection
system construction costs" resulting in an estimated unit cost per lineal foot
of$154.

RESPONSE: The construction cost of the Borough of Conshohocken Authority's sewer

system was the regional wastewater collection system used in the detail
analysis. Enclosed is a summary of the construction cost analysis showing the

estimated replacement value at $16,163,705 and a total linear feet of 104,645,

which results in an estimated unit cost per lineal foot of $154. The Excel file is
included on the accompanying CD ROM.

ll HRG Schedule F, an explanation of the assigned present value discount rate

of 6.75%.

The present value discount rate of 6.75% is the equally weighted average cost

of capital between the rate of return on equity (9%) and the cost of borrowing
money (4.5%). There are no corresponding working papers in Excel format.

HRG Schedule G, evidence supporting the assignedz}lT cost per square

foot of 53.90 for easements.

The basis of the $3.90 per square foot is as follows: In20I3,8 parcel appraisals

were performed in various areas of Susquehanna Township, Dauphin County.

The parcels were similar in size, type and use as those in Sadsbury Township,
Chester County. These parcels were reviewed and found to identiff fee simple

unit values that ranged $3.60 to $6.60 per square foot.

Similarly, in 2017, 2 parcels appraisals were performed in West Hanover
Township, Dauphin County, which appear to be more rural in nature and of
similar use as those in Sadsbury Township, Chester County. These parcels were

reviewed and found to identiff a fee simple unit value of $3.00 per square foot.

RESPONSE:

RESPONSE:

lll

LEGAL\3665 l42sU



b.

66 Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. ,4.-2018 -3002431

Current "for sale" internet listings on Zillow.com were reviewed for 7

properties in various areas of Sadsbury Township, Chester County. Price per

square foot for the developed properties ranged significantly as follows: $3.68,

$8.31, $9.04, 518.22, $44.06, $133 and $236 (townhouse). Note - for sale

(asking) prices are not used as a basis for determining fair market value of
similar parcels; however, the information may help support actual "sold" cost

data for fair market value of parcels.

Conclusion: An estimated unit value of $5.20 per SF is assumed as an average

fee simple value for Sadsbury Township, Chester County. A percentage of the

fee simple value is applied for permanent sanitary sewer easements. A range

of percentages may be used and consideration should be given to the level of
impact the easement would have to the owner's use of the property. For this

estimate, 75 percent of the fee simple unit value or $3.90 per square foot is used.

There are no conesponding working papers in Excel format.

The customer list in Appendix A-4 includes the following addresses which are

outside of the requested territory defined in Appendix A- I 6a through A- 1 6h. Please

revise Appendix A-l6a through A-l6h as necessary for the following addresses:

1. 2063 Valley Road, Parkesburg 19365

2. 2061Yalley Road, Parkesburg 19365

3. 2041Yalley Road, Parkesburg 19365

4. 1953 Valley Road, Parkesburg 19365

5. 157 Cowan Road, Parkesburg 19365

The Township has confirmed that properties located at2063,2061,2041, and

1953 on Valley Road in Parkesburg are connected to the System. The property

located at 157 Cowan Road in Parkesburg is outside of the Service Area and

not connected to the System. The Service Area has been modified to include

the properties on Valley Road as reflected in revised map and metes/bounds

descriptions accompanying the response to Item No. 4.

RESPONSE:

LEGAL\36651425\2



66Pa. C.S. Section1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018-3002437

c. Checklist Itern No. l0 - HRG's appraisal does not appear to include an appraisal

certification, pursuant to USPAP Rule 2-3, 6-3,8-3, and l0-3.

RESPONSE: Seeenclosedcertification.

d. The photos included in Exhibit 2 of HRG's appraisal are not captioned. Please

provide captions explaining what assets the photos are depicting.

RESPONSE: See enclosed photos.

Response(s) provided by: As to Item Nos. 2.a.,2.c., and 2.d. and their subparts, Adrienne M.
Vicari, P.E., Practice Area Leader, Financial Services, for Herbert,
Rowland, and Grubic, Inc.

As to Item No. 2.b., Michael J. Guntrum, Senior Project Engineer
for Pennsylvania-American Water Company.

LECAL\36651425U





Borough of Conshohocken Authoritv
Exhibit 2

Summarv of Replacement Costs - Collection Part

Current
Size (inches) Linear Feet Current Unit Price Replacement Value

202.2518" Total 29

15" Total 247

12" Total L,214

10" Total 1,509

8" Total 101,040

6" Total 672

5 2oz.2s

s 169.6s

S 1ss.84

s 1s4.13

s 1s4.13

5,855

48,742

205,955

235,163
15,573,295

94,328

s 16,163,348

480

5.5

3,685

1,75g,goo

17,932,L48

'1,6,t63,349

7,768,9O0

L7,932,748

1o4,645

Manhole Installed Cost with Frames and Covers

Total Number of Manholes

Avgerage Depth (feet)

Unit Price lnstalled

Replacement Cost of Manholes

Replacement Cost - Sewer Mains and Manholes

Collection Part Facilities

Sewer Mains

Manholes

Total Collection Part Facilities

480

Excluded Facilities (Contributed)

Sewer Mains

12" Total

8" Total

Manholes

7,245

5,898

60

lnventory of Facilities Obtained from GIS Data on 02126/20L6

Replacement Cost as of April, 2016





PER THE UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

STANDARD 2: REAL PROPERTY APPRAISAL. REPORTING

Standard Rule 2-3

I certify that, to the best of my knowledge and belief:

- the statements of fact contained in this report are true and correct.
- the reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting

conditions and are my personal, impartial, and unbiased professional analyses, opinions, and conclusions.
- I have no present or prospective interest in the property that is the subject ofthis report and no personal interest

with respect to the parties involved.
- I have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject

of this report within the three-year period immediately preceding acceptance of this assignment.
- I have no bias with respect to the property that is the subject of this report or to the parties involved with this

assignment.
- my engagement in this assignment was not contingent upon developing or reporting predetermined results.
- my compensation for completing this assignment is not contingent upon the development or reporting of a

predetermined value or direction in value that favors the cause of the client, the amount of the value opinion,
the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended
use ofthis appraisal.

- my analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with
the Uniform Standards of Professional Appraisal Practice.

- I have not made a personal inspection of the properly that is the subject of this report.
- no one, other than HRG personnel under my direction, provided significant real property appraisal assistance

to the person signing this certification.

STANDARD 6: MASS APPMISAL. DEVELOPMENT AND KEPORTING

Standard Rule 6-3

When necessary for credible assignment results, I have:

- identified and analyzed the effect on use and value of the following factors: existing land use regulations,
reasonably probable modifications of such regulations, economic supply and demand, the physical adaptability
ofthe real estate, neighborhood trends, and highest and best use of the real estate.

- to the best of my knowledge and belief no personal property was identifired, analyzed or appraised that is
subject to this property.

STANDARD 8: PERSONAL PROPERTY APPRAISAL, REPORTING

Standard Rule 8-3

I certifu that, to the best of my knowledge and belief, no personal property was identified, analyzed or appraised
that is subject to this property.



STANDARD 1O: BUSINESS APPRAISAL, REPORTING

Standard Rule l0-3

I certiff that, to the best ofmy knowledge and belief:

- the statements of fact contained in this report are true and correct.
- the reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting

conditions and are my personal, impartial, and unbiased professional analyses, opinions, and conclusions.
- I have no present or prospective interest in the property that is the subject ofthis report, and I have no personal

interest with respect to the parties involved.
- I have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject

of this report within the three-year period immediately preceding acceptance of this assignment.

- I have no bias with respect to the property that is the subject of this report or to the parties involved with this
assignment.

- my engagement in this assignment was not contingent upon developing or reporting predetermined results.
- my compensation for completing this assignment is not contingent upon the development or reporting of a

predetermined value or direction in value that favors the cause of the client, the amount of the value opinion,
the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended
use ofthis appraisal.

- my analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with
the Uniform Standards of Professional Appraisal Practice.

- no one, other than HRG personnel under my direction, provided significant real property appraisal assistance

to the person signing this certification.

Date: io I t .</,zc,t C

Adrienne M. Vicari
Practice Area Leader, Financial Services
Herbert, Rowland, and Grubic,Inc.





SADSBURY TOWNSHIP SANITARY SEWER SYSTEM

FAIR MARKETVALUATION AS OF DECEMBER 3L,2Ot6

STOTTSVITLE PUMP STATION

Emergency Generator

Access to Valve Pit



SADSBURY TOWNSHIP SANITARY SEWER SYSTEM

FAIR MARKETVALUATION AS OF DECEMBER 3L,20T6

STOTTSVILTE PUMP STATION

Electrical Supply

Wet Welland Valve Pit



SADSBURY TOWNSHIP SANITARY SEWER SYSTEM

FAIR MARKET VATUATION AS OF DECEMBER 3T,2016

STOTTSVILTE PUMP STATION

Pump Control Panels

Valve Pit and Wet Well



66 Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. ,4.-2018-3002437

3. Checklist Item No. 8 - The Application's Appendix A-8 provides copies of an agreernent

and invoices from both AUS Consultants, Lrc. and HRG but does not quantiff the total fees

paid to each firm for providing completed utility valuation appraisals for the acquisition.

Please provide statements that quantifu the total fees paid to each company.

RESPONSE: The following table details the fees rendered (to date) by AUS Consultants, Inc.

and HRG for their utility valuation appraisals for the acquisition:

Consultant

Invoice

Date

AUS Consultants

AUS Consultants

AUS Consultants

AUS Consultants (Final Invoice)

Total Billed to Date

HRG

HRG

HRG

HRG

HRG

Total Billed to Date

o4/o7lL7
06l02lL7
70/to/t7
06lLtlt8

03/03/77
o4/o7/t7
oslos/L7
06/08lL7
07/o7/L7

s6,525.00
L4,397.72

1,641.00

9,466.00

s32,029.72

51,133.00
3,762.50

L2,370.5L

7,12L.5L

2,250.OO

526,637 sz

See also enclosed the final invoice received from AUS Consultants. Inc. on June 11. 2018.

Response(s) provided by: Jerome C. Weinert Principal and Director, AUS Consultants, Inc.;
and Adrienne M. Vicari, P.E., Practice Area Leader, Financial
Services, for Herbert, Rowland, and Grubic, Inc.

LEGAL\36651425\2





aus

eaw
Enclosure

Al tS t ONSI lt I Al'J I '>

Jeromc C. W€ln€rt, PE. ASA, CDP
Princlpal and Diroctor, Dcprcciatlor and Valualion
e-mall: ffi Ino.tj@euEwert. net

Revised June 11,2018
May 30, 2018

Mr. Scott D. Fogelsanger
Senior Business Development Manager
Pennsylvania American Water Company
852 Wesley Drive
Mechanicsburg, PA 17 05*447 5

Dear Scott:

Enclosed is our final invoice for AUS Consultants appraisal and prefiling activities for the
Sadsbury Township Wastervater l.Jtility System, This invoice is for appraisal activities through
issuing our final appraisal report and the final draft of my direc't testimony.

Very truly yours,



INVOICE

Pennsylvania Amarican Water Company June 1 '1,2018

Enclosed is our final invoice for AUS Consultante appraisal and prefiling aciivities for the
Sadsbury Township Wastewater Ulility System. This invoice is for appraisal activities through
issuing our final appraisal report and the final drafi of my direct testimony.

Inspections. ... .....,$1,462.50
Prefiled Testimony.. .. $3,000
FedEx......... .........,,....,... $31
Report Processing. ..0397.72
TravelExpenses .....$178.50
TOTAL PROPOSED FEE THIS lNVOtcE.... ...............$92,029.72

Previous Blllinog
4t612017 $6,525
611t2017 .............$14 ,gg7.72
1011012017 $1,641
TOTAL PREVIOUS BILLINGS

GRAND TOTAL TH|S tNVOtCE..r......,...,.r. ... $9,466.00

Please remit with a duplicate copy of this invoice to:

AUS Gonsullantc, Inc.
155 Galther Drive, Suite A
llt. Laurcl, NJ 08054

CUSTOMER I.D.7O-PM-01
tNvotcE No. {.9197

Reference No. 1 0-060643
(G/L No.441036)

Employer l.D. No.22-194-3906
INCORPORATED

Remit Wires to:
AUS, Inc. at Webster Bank, N.A.
Account 1 0974951, ABA# ACH2I 1170101

aus



66Pa. C.S. Section1329 Application Completeness Review
P ennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. ,4.-2018-3002437

4. Checklist Itern No. 16.d - The written descriptions of the four separate service territories
by metes and bounds are not labeled by corresponding area number designated in Appendix

A-16-a. Please identify the area numbers corresponding to each metes and bounds

description.

RESPONSE: Please see revised map and revised descriptions accompanying this response,

which are also included on the accompanying CD ROM.

Response(s) provided by: Michael J. Guntrum, Senior Project Engineer for Pennsylvania-

American Water Company.

t-EcALB665l425\2
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Pennsylvania-American Water Company 
Coatesville Operating Area 

Proposed Service Territory - Sadsbury Wastewater System 
Approximately 1,550 Acres 

Sadsbury Township, Chester County 

* PENNSYLVANIA 

AMERICAN WATER 
Pennsylvania American Water 
800 West Hersheypark Drive 
Hershey, PA 17033 

Date; 6/13/201 8 
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Disclaimer: Bearings i,nd distances were not 
developed as a result of a physical survey completed 
by a Professional Licensed Surveyor, but instead completed 
through employment of ESRl's ArcGIS COGO tool. 

• Bearings and Distances attached separately 





Area 1 Starting Point: Approximately 286 feet north and 18 feet west of the northeastern-most point of
parcel pin 35-3-75. The starting point is located on the municipal boundary of Sadsbury Township
and West Sadsbury Township.
Sequence From

t
2

3

4

5

6

7

8

9
10

7t
12

13

t4
15

16

t7
18

To Bearing
2 N87'01.'47"E

3 544"57'45"E
4 584"58'24"E

5 51"15'12"E

6 N85'35',33"E

7 N7"29'37"W
8 N85'34'47"E
9 56'47'08"8

10 N85"14'35"E

11 53"05'48"E

12 585"00'15"W
13 S4"11'27"E
14 584"31',43"W
15 569'18'56"W
16 S84'18'55"W
17 N32"55'38"W
18 N7'05'06"W
1 N5"19'51"W

Distance

432.092022
295.086506

462.LO7t9s
435.021668

558.563413

101.2004s6

199.23185
911.609537

617.508365
479.490478
23L.924tLL

1609.592668

282.3L0746
203.2L007s

1600.410456

113.729936
815.480109

282L.!LO28L

1

2

3

4
5

6

7

8

9

10

LL

L2

13

t4
15

16

L7

18

Approximate Area: 155 Acres



Area 2 Starting Point: The western-most point of parcel pin 37-2-8.4.
Sequence From

T

Approximate Area: 21 Acres

To Bearing Distance
2 N53"35'34"E 1190,887008
3 N72'09'47"E 495.990549
4 N82"39'51"E 407.8t3637
5 S24"37'00"W 213.584
6 S15'36'38"W 267.72tO39
7 529"32',26"E 490.482L28
1 N85'53'29"W 2029.43522

2

3

4

5

6

7



Area 3 Starting Point: The southern-most poant of parcel pin 37-3-23.
Sequence

t

Approximate Area: 14 Acres

To Bearing Distance
2 N18"14',58"E t437.458637
3 N37"38'31"E 276.5896Lt
4 N78"04'46"E 335.087039
5 S4"52'05"E 258.351235

5 S83"13'15"W 69.8275t
7 S5"51'11"E 410.915259
1 S43"54'02"W 1359.056198

2

3

4

5

5

7



Area 4 Starting Point: Approximately 159 feet south and 158 feet east of the intersection of Old Mill Road
and Wendy Circle. The starting point is located on the municipal boundary of SadsburyTownship
and West Caln Township.
Sequence From

L

2

3

4

5

6

7

8

9

10

TL

t2
13

74

15

t5
L7

18

19

20

2L

22

23

24

25

25

27

28

29

30

31

32

33

34

35

36

37

38

39

40

4L

42

43

L

2

3

4

5

6

7

8

9

10

TL

t2
13

74

15

16

17

18

19

20

2L

22

23

24

25

26

27

28

29

30

3L

32

33

34

35

36

37

38

39

40

4t
42

43

To Bearing

2 N73"26',42"E

3 N82"47'01"E

4 55"57'13"E

5 N82'52'57"E

6 527"4l',49"E

7 N62'28'34"E
g s57"28'33"E
g N71"50'13"E

10 s2"49'29"E

11 S83"22'45"W

t2 s4"26',t7"E

L3 N83"24'29"E

14 s2"49',29"E

L5 s1"31'43"W

L5 s72'58'19"W
17 N17'39'52"W

18 534'20'13"W
19 N17'26'45"W

20 s72"00'30"w
215L7"29'OL"E

22 572"32'15"W

23 S8"27'19"W

24 523'11'33"W
25 531"20'15"W

26 539"23'25"W
27 559"40'30"W
2g N4"35'45"E

29 Ngg's1'09"w
30 Ng4'50'19"W

31 S19'18'17"W

32 N20"42'45"W

33 N84"50'18"W

34 S4"31'45"W
35 N83"59'16"W

36 N5"08'21"E

37 N84'50'19"W

3g s95"39'54"W

39 N5'41'39"W
40 N75'50'47"E

4t N72"O7'25"E

42 N20'05'26"W

43 557"47'2L"W

44 N18"05'42"W

Distance

312.22s998

332.096085

386.755376

337.777439

150.880423

472.982989

2699.004229
2263.986796

1465.3L8901

104.948895

327.22009

95.7L2551

L2L6.982625

5329.478079
738.649L77

338.004402
459.002178

282.2606sL

667.306297

238.t90422
234.8439

225.L38064

566.048891

332.L55rO7

419.9303L3

111.485536

394.35041

473.363075

569.122529
743.675977

80L.477286

305.2L7944
181.818785

204.L8737L

L78.7L66r7
2790.995028

214.658697

502.897248
3006.475445

L175.52475L

L426.582323

928.354753

939.052374



44 44

45 45

46 46

47 47

48 48

49 49

50 50

51 51

52 52

53 53

54 54

55 55

55 55

57 57

58 58

59 59

50 50

61 51

62 62

63 53

64 64

55 55

66 56

67 67

58 58

69 69

70 70

7L 7L

45 N55"14'05"E

45 N92"40'04"W

47 N72"LO'27"W

48 N41"01',09"W

49 N21"L0',30"E

50 N51"25'50"W

51 534"35'38"W

52 N77"49',r4"W

53 N15"48'l-7"W

54 N22"24',48"W

55 N81"12'5L"W

55 530"32',39"W

57 N85"35'56"W

58 N7'58'49"W
59 N30"16'13"W

50 N29"59',03"E

61 N88"36',37"E

62 52L"l-3'57"E

63 S84"29',59"E

54 S0"18'13"W

55 S19"30'39"E

66 576"42',45"E

67 N7"37'16"W

68 N85"11'15"E

69 N3"16'04"W

70 N83"46'33"E

7L N5'36'45"W
1 N4"48'32"E

s42.O33L54

294.588743

332.3L873

695.476606

329.094085

26L.r78039
2s3.940376

L72.838275

720.978844

s8s.256674

3L6.473085

270.170847

794.207289

664.906729

1240.788938

9s.29977

24L.897L34

350.431425

256.938706

280.920994

643.937947

3L5.546098

989.538362

1246.554567

1347.069047

753.581689

1163.701091

284.734t76

Approximate Area: 1,359 Acres



66Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4.-2018-3002437

5. The Application's Paragraph 35 states, in part, that no corporation is furnishing or has

rights to furnish service in the requested territory. However, this conflicts with the

agreement as of Novernber 15, 2011, between Sadsbury Township and Valley Township
regarding sanitary sewer service for 2800 West Lincoln Highway provided within
Appendix A-24-a, Tab l. Please either revise the requested territory to exclude the subject

property; or provide a statement that PAWC will be seeking to terminate the subject

agreement and provide required information pursuant to 52Pa. Code $ 3.501(aX9).

RESPONSE: PAWC presumes this item refers to Appendix A-24-f, Tab 2. (To clarify, it
appears there may be a bookmarking eror on the PDF version of the

Application and its appendices. The referenced agreement is the first agreement

in Appendix A-24-f, Tab 2, on the hard copy, which includes the referenced

agreement). PAWC has revised the requested territory to exclude the subject

property as reflected on the map provided in response Item No. 4.

Response(s) provided by: Michael J. Guntrum, Senior Project Engineer for Pennsylvania-

American Water Company; Keith Gabage, Senior Manager,

Business Development, for Pennsylvania-American Water

Company.

LEGAL\36651425U



66Pa. C.S. Section1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018-3002437

6. Provide copies of the "Terminated Agreements" identified in Section a.l(k)(iv) of the

Asset Purchase Agreement (APA).

RESPONSE: Please refer to Appendix A-24-f,Tab 2. Appendix A-24-f,Tab 2 includes all
the "Terminated Agreernents" referenced in APA fl a.lft)(iv) (although they
may not be in the exact order in which they are referenced in the APA). PAWC
produced them in the paper filing of the Application and appendices and on the

electronic version of the Application and appendices as PDFs. The complete

APA does not include hard copies of those documents. Accordingly, PAWC
separately provided copies of the Terminated Agreements in response to

Checklist item24.f,which calls for copies of agreements referenced in the APA.

Response(s) provided by: Keith Gabage, Senior Manager, Business Development, for
Pennsylvania-American Water Company.

LEGAL\35651425\2



66 Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437

7. Checklist Item No. l9.a- Please provide a copy of Sadsbury Township's audited financial
information for 2017.

RESPONSE: Township's audited financial information for 2017 will not be available

September/October 2018. Please. see response to Appendix A-19-a
accompanying the Application for the 2015 and 2016 Audited Financial

Statements provided by the Township. These are the most recent available

audited financial statements for the Township. For each of these documents, the

auditor's letters are dated October 18,2016, and Septernber 26,2017,
respectively, consistent with PAWC's understanding from the Township that

the Township has its annual audited financial statements prepared in the

S eptember/October time frame.

Response(s) provided by: John R. Cox, Director of Rates and Regulations - Pennsylvania, for
Pennsylvania-American Water Company.

The

until

LEGAL\3665 1425\2



66Pa. C.S. Section1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018-3002437

8. Checklist Item No. 19.b - Please provide a copy of Sadsbury Township's adopted budget

for 2017.

RESPONSE: Please see Appendix A-19-b accompanying the Application which includes the

2017 adopted budget that the Township provided. This is the most recent

available budget information from the Township and is enclosed.

Response(s) provided by: John R. Cox, Director of Rates and Regulations - Pennsylvania, for
Pennsylvania-American Water Company.

LEGAL\36651425U





Sadsbury Township
2017 Sewer Budget
lnilial 1O|17DO16 

AmountRevised 72114112016 
2016 Budget ro Date 2or7 Budget

Account Numbers Final October 31, 2016 Proposed Comment

Sewer Revenue
340.04 Interest lncome

360.'10 Tapping Fees

360.11 . West Caln tapping fee
360.12 Lateral Insp.

360.14 Usage Fees
360.14 Usage Fees West Caln Twp Billed to PAW
360.18 Application Fee
NEW Sewer Management Program Fee
360.21 Capacity Fees
360.22 Water Meters
360.24.Lab Charges
360.24A - Interest Charges
360.25 Sewer Certification
390.00 Miscellaneous Revenue
390.01 Loan trom Capital Reserve Fund

Total Sewer Revenue

100 505 600

1,136,000 801,752 1,008,000 perl,moGailons

2,900

0
300

11,000
200

n

550
600

17,400
1,500
1,850

500
0

0 tapping fec! et 2,953 as follows; 1

4,294 0 Disoiullo tot along wallace
Calnshirc: 29 unil rd sots: connedions at
$2,93E per connection, Liln€nce Tracl

0 0 none, o connec{lon l?om Calnshire Estate

235 320 zal6o.ooperlnspeciion
New Rates, Flel fee 300-00 por year, 13.50

11,580 9,700
573 0 oottrara3soperoonnection

0 0 2oi7 witl be Inittalyear

771 0 O other at S55o oer @nneclion

667 1,000
19,987 16,200

233 300
1,470 2,000
500 500

00

1,172,900 942,567 1,058,620

{84C37C04-5FFF-484F-91 3C-1 6868 1 855732}



Sadsbury Township
2017 Sewer Budget
lnitial 1011712016
Revised 1AMll2016

Account Numbers
2016 Budget

Final

Amount
To Date 2017 Budget

October 3{, 2016 Proposed Comment

Sewer Expense
402 Financial Administration
402.00 Administration/Billing
402.01 Professional fees for sale of sewer system

402.10 Right a Way Payments

402.10 PAW Billing & Collection Fees
402.20. Banking fees
402.10 Auditor Fees
402.30 Phone @ Pump Station
402.50 Loan Principle 1998 Notes
402.60 Loan lnterest '1998 Notes
402.61 Principalon 2003 Note
402.61 Interest on 2003 Note
402.62Princioal on 2009 Note
402,62 Interest on 2009 Note
Total 402 Administration

461 Construction/Design
461.1 1 Application Reviews
461.12 Laleral Inspections
461.'13 Reimbursement
461.14 West Caln Project
NEW Sewer Management Program Fee

461.10' Engineering - Other

461. 1 2 Capital Projects

{84C37C04-5FFF484F-91 3C-1 686B I 855732}

49,400

n

550 596
3,050 1,902

55,000 40,374

65,600 To General Fund,

115,000
P8rkesbury Renewal, July, 14, 2019, Phase

0 28 & 38 Renewel 121l2O18

550
2,700

45,000
2,800

51,000
29,800

194,000 202,000
76,900 61,863 67,800

1,0001,000 1,000
8,200 5,280 8,1 00

473,900 382,615 591,350

4,600
49,000
32,200

194,000

0
2,800
7,400

0
0

1,S03
49,000
26,697

U

258
1,642

0
0

25,000 10,11 1

59,500

0 Average rala increase 3.27%,

400 Averagc ralc increase 3.27%,

3,1 00 nverage rate increase 3.27%,

0
0 zolz will be ihe lnitist year

General, 16,0m; Weslem Serer Dislricl
17,500 tapptng lee calculalion (2,500)

New secudty and fence gales (S5,000),
Replace exisling hoist ($10,000), Replae
crackad concrelc Dad around uat rarall
($22,000), lnstall sump pump in force main
meter pit ($5,000), Security cameras &
\ €alher Station (S7,500): Install Pump

8,192 85,700(tz,ooo),sewerManhoterepairsig,2oo



Sadsbury Township
20'17 Sewer Budget
lnitial 1011712016
Revised '12114il2016

Account Numbers
20't5 Budget

Final

Amount
To Date 2017 Budget

October 31, 2015 Proposed Comment

Total 451 Construction/Elesign

462 PAWC Fees
462.10 Treatrnent
462.20 Capacity
Total 462 PAWC Fees

463 Legal
463.11Legal Sewer
Total 

'163 
Legal

464 Maintenance
4644 Maint€nance Pump Station
465 Water lleters

Total 464 Capital & Maintenance

TOTAL EXPENSES

Total Revenue
Total Expenses
Surplus (Deficit)
Estimate of Cash Balance at Beginning of Year
Estlmate of Cash Balance at Endlng of Year

{84C37C04-sFFF-484F-91 3C-1 686B 1 855732}

94,700

544,000
0

339,614
0

20,203 106,700

491 ,500 No Rate hcre€se unlil1nno18
0 Payrnent to PAW on 1OO new EDU at t525

5144,000

14,400

339,514

-2,310

49t,500

9,000 No Rale hcrease in 2o17

14,400

28,900
25,000

3,100

-2,31O

28,44'l
0

'1,240

9,000

Includes Generalor maintenance 2 M8Jor, 2
32,300 Mlnor & PAV\IC Service Fee 5O5 per month

25,000
1,3@

57,000 29,691 58,600

1,1E4,001 769,803 1,257,150

1,172,900
1,184,00'l

942,567 1,058,620
769,803 1,257,150

-11,101 72,7il -198,530
326,400
127,870



66 Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. A-2018-3002437

9. Checklist ltem No. 19.e - The Application's Appendix A-19-e identifies Sadsbury

Township's debt to be approximately 52.745 million. Please identify the nature, terms,

and payment history of this outstanding debt and any outstanding debt identified in
Sadsbury Township's 2017 audited financial information.

RESPONSE: As noted in response to Item No. 7, the Township's audited financial
information for 2017 will not be available until September/October 2018.

PAWC is not assuming any debt of the Township upon closing. For the most

recent information available from the Township, please see response at

Appendix A-19-a, which includes the 2016 Financial Statement Year Ended

December 31,2016. Page MD&A 18 outlines the Guaranteed Sewer Revenue

Notes Series 1998, 2003 , and 2009, with a total principal outstanding balance

of $2.745 million as of December 31,2016. Please also see pages 26-31 of
Appendix A-19-a for detailed information regarding each of the Guaranteed

Sewer Revenue Notes. All referenced pages are enclosed with this response.

Response(s) provided by: John R. Cox, Director of Rates and Regulations - Pennsylvania, for
Pennsylvania-American Water Company.

LEGAL\3665142sU





SADSBURY TOWNSHIP
Management Discussion and Analysis
December 31, 2O16

DEBT ADMINISTRATTON

As of January 1,2016, the Townshlp had total outstanding principal on notes of $2,989,000.
Durlng the year, the Township made payrnents against prlncipal In the amount of $244,000,
resufting in ending outstanding debt, as of Decernber 31,2O16, of $2,745,000,

Debt Service Schedule
December 31, 2016

Principal
Outstanding
lan. 1, 2016

$ 672,000

Additions

Prlncipal
Outstanding

Pavments Dec, 31, 2016

Guaranteed Sewer Revenue
Note Series 1998

Guaranteed Sewer Revenue
Note Series 2003

Guaranteed Sewer Revenue
Note Series 2009

$ 49,000 $ 623,000

194,000 $ 1,579,000

1,000 543,000

$ 2 9,009_ -9333!99_ _$2,J4s,0o0_

More detailed information about our long-term liabllities is included In the Notes to the Financial
Statements,

THE TOWNSHIP'S FUTURE

The Township expects to experience growth in the next five years as the economy lmproves.

EI N AN C IA L TiIAN AG EM EN T

Our financlal report is designed to provide our citizens, taxpayers, investors, and credltors with
a general overview of the Townshlp's finances and to show the BoardC accountabllity for the
money it recelves. If you have questlons about this report or wish to request additlonal financial
information, please contact Linda Shank, Asslstant Secretary/Assistant Treasurer at the
Townshlp office.

MD&A 18



SADSBURY TOWNSHIP
Notes to Flnancial Statements
Decernber 3t,,2()16

fnterest Rate Rlsk

The Township has a formal investment policy that limits Investment maturities as a
means of managing its exposure to fair value losses arislng frorn increasing Interest
rates, The Township has no interest rate risk,

Credlt Risk

The Township has no investment policy that would limit its investment cholces to certain
credit ratings.

Concentration of Credlt Rlsk

The Township places no llrnlt on the amount that the Townshlp may invest ln any one
issuer.

7. OEBTOETIGATIONS

Following is a summary of changes In debt obligations for the year ended Decernber 31,
2016:

(See next page)

26



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2O16

Descrlotlon

1998 Guaranteed Sewer Revenue Note

The orlglnal lssue amount of $975,000 had a

flxed lnterest rate of 4.584o/o. Beglnnlng

September 2005, the note bears Interest at
a flxed rate of 4,251o, $

l99B.Guaranteqd Sewer Revenue Nole

The orlglnal lssue amount of $405,000 had a
varlable weekly Interest rate based on ttre
Municlpal Swap Index as set by the Bond Market
Assoclation, Thls rate cannot exceed 25o/o ger

annurn. The average rate was 3,35o/o. Eeglnnlng

September 2006, the note bears lnterest at
a flxed rate of 4.O45o/o.

?003 Guarant€ed Sewer Revenue Notes Serles A
The orlglnal lssue amount of $2,123,000 had a
variable weekly Inlerest rate based on the

Municlpal Swap Index as set by the Eond Market
Assoclatlon. Thls rate cannot exceed 15% per
annum. The avsrage rate was 3,37o/o. Beglnn,lng

September 2006, the note bears Interest at
a flxed rate of 3.979o/o,

2003 Guaranteed Sewer Revenue Notes Serles. B

The orlglnal lssue amount of $1,377,000 had a
varlable weekly Interest rate based on the
Municlpal Swap Index as set by the Bond Market
AssociaUon, Thls rate cannot exceed 15% per

annum. The average rate waj 3.37o/o. Beglnning

September 2006, the note bears Interest at
a flxed rate of 3,979Vo.

2009 Guaranteed Sewer Revenue Notes Serles A-l
The orlglnal lssue amount of $8,000 had a

varlable weekly Inberest rate based on the
Munlclpal Swap Index as set by the Securlues
Industry and Financlal Market Assoclatlon. Thls

rate cannot exceed t5% per annum. The average
rate was 1,27Oo/o.

2009 Guarantced sewer Revenue Notes Serles A-?
The orlginal lssue amount of $542.000 had a

varlable weekly Interest rate based on the

Munlclpal Swap Index as set by the SecurlUes

Industry and Ftnanclal Market Assoclatlon. Thls
rate cannot exceed l5%o Oer annum.
rate was L.ZlOq6.

Tolal Debt Obllgatlons

The average

Amount Addltlons
Outstandlng Current

LlLl2Qr6

449,000 $ 33,000 $ 4t6,000

223,O0O 15,000 2o7,ooo

396,000 194,000 202,000

L,377,OOO r,377,OOO

2,000 1,000 1,000

542,000 542,000

$ 2,989,000 $ $ 2.14,000 $2,745,000

Year

Retlred Amount
Current outslandlng
Year l2/3tl20L6_

27



SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

The Township can prepay the Guaranteed Sewer Revenue Notes-the Serles of 1998, and
both Serles A and B of 2003, and both Series A-1 and A-2 of 2009 subject to paying the
costs associated wlth the llquldatlon of the notes.

The Guaranteed Sewer Revenue Notes-Series of 1998, both Series A and B of 2003, and
both Series A-1 and A-2 of 2009-are secured by the revenue base of the sewer systern
and by the full faith, credit, and taxing powers of the Townshlp.

Interest expense was $111,581 for the year ended December 31, 2016.

The amounts ol future annual principal and interest payments on debt outstandlng, assumlng
a varlable rate of 4o/o f or the 2009 notes, as of December 31. 2016, for each of the next five
years and In the aggregate are as follows:

Year Ending December 31, Princioal Interest Total
20t7
2018
20L9
2020
202L
2022-2026
2027-2028

$ 254,000 $
263,OOO
273,OOO
284,000
296,000

1,149,OO0
226,OOO

1o7,383
96,899
86,O29
74,798
62,980

150,626

361,383
359,899
359,029
358,798
358,980

1,299,626
8,972 234,972

$__?.748q99.$ s87,687 $ 3,332,687

Proceeds from tax-exempt bonds lssued after September 1, 1986, are subject to the 1986
Tax Reforrn Act, The Township invests, records, and reports these proceeds in the manner
set forth by the U.S. Treasury and Internal Revenue Service to maintain the tax-exernpt
status of the bonds at December 31, 2016. There are no arbitrage liabilltles. The Township
ls ln compliance wtth provlsions of all note agreements.

The Township issued the Guaranteed Sewer Revenue Notes, 1998 A and B Series, the
Guaranteed Sewer Revenue Notes, 2003 A and B Series, and the Guaranteed Sewer
Revenue Notes, 2009 Series to the Delaware Valley Regional Finance Authority ("DelVal")
to evldence its obligations for loans from DelVal. Under the terms of the Loan
Agreements, the Townshlp pays interest on the loans sufflclent to pay its allocable share
of DelVal's bond debt service, interest rate swaps (including termination costs), and
adminlstrative costs.

DelVal has entered into interest rate swap transactions to hedge lts exposure to changing
market conditions, to mlnimize the costs to provide loans, and to minimize fixed and
variable loan rates, All DelVal loans are Inltially varlable rate, and all loans are allocated
a notional arnount, equal to the outstanding principal of the loans, of DelVal interest rate
swaps under which DelVal pays a variable rate to its Counterparty. These are
programmalic swap agreements that would only be terminated if the DelVal Loan
Program were being collapsed. DelVal provides a fixed rate loan if requested by a
borrower by enterlng into an oFfsetting swap transaction under whlch DelVal pays a fixed
rate. Thls offsettlng transactlon ls entirely allocable to the fixed rate borrower, The
offsetting transaction would only be terminated it the flxed rate borrower requested the
termination (to prepay its loan or to reset the interest rate), the fixed rate borrower
defaulted on its payment obligations, or the DelVal Loan Prograrn were collapsed,
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SADSBURY TOWNSHIP
Notes to Financial Statements
December 31, 2016

fNTEREST RATE SwAp - SERIES or 1998 GulnaureeD SEWER RrveNue Nores A

Objleqtiye of the_inlerest rate swao - The Township issued the $975,000 Series of 1998.
Guaranteed Sewer Revenue Notes to DelVal to mlnlmize lts costs of issuance and to take
advantage of the ability to set the Notes at a varlable rate or a fixed rate. The Notes
were converted to a fixed rate in 2006,

Terms - The Township's obligatlons for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25, 2026. The allocable notional
amount equals the Notes balance outstanding. Currently, under the Loan Agreernent, the
Township pays DelVal a fixed rate of 4,25o/o plus a spread of 40 basis polnts,

Fair Value - The allocable portion of DelVal's variable rate swap had a positive falr value
of $58,681 at December 31, 2016. The fixed rate swap allocable to the Township had a
negative fair value of $61,200 at December 3I, 2016, The fair value was derived from
proprietary models based upon well recognized financial princlpals and reasonable
estimates about relevant future market conditions,

Credft rlsk - As of December 3L,2Ot5, the Township was exposed to credlt rlsk because
the swaps had a combined negative fair value. The Townshlp is exposed to credlt rlsk in
the amount of the derivatives fair value if the DelVal Loan Program is collapsed, the
Township elects to prepay the Notes or to reset the interest rate on the Notes, or the
Township defaults on its payment obligatlons. DelVal was rated A1 by Moody's Investors
Service and A+ Standard and Poor'b as of December 31, 2016,

Basls rlsk - The Township does not have any basis risk under the allocable DelVal swap
agreements.

IIrlnesr RATE SWAP SERIES oF 1998 GueRnnlreEp SEwen REVENUE NOTES B

Obiectlve oF the Interes! rate swao - The Township issued the $405,000 Series of 1998.
Guaranteed Sewer Revenue Notes to DelVal to minimlze its costs of issuance and to take
advantage of the ability to set the Notes at a variable rate or a fixed rate. The Notes
were converted to a flxed rate in 2006.

Terms - The Townshlp's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to terminate on September 25, 2025. The allocable notlonal
amount equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Townshlp pays DelVal a flxed rate of 4.045o/o plus a spread of 40 basls points,

Fair Value - The allocable portion of DelVal's varlable rate swap had a positive fair value
of $29,200 at December 31, 2016. The fixed rate swap allocable to the Township had a
negative fair value of $24,682 at December3L,20L6, The fair value was derived from
proprietary models based upon well recognized financial princapals and reasonable
estimates about relevant future market condltions.
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SADSBURY TOWNSHIP
Notes to Flnanclal Statements
December 31, 2016

Credit risk - As of December 3L, 20L6, the Township was not exposed to credit risk
because the swaps had a comblned positive fair value. The Township is exposed to credit
risk in the amount of the derlvatives fair value if the DelVal Loan Program ls collapsed,
the Townshlp elecks to prepay the Notes or to reset the lnterest rate on the Notes, or the
Township defaults on lts payment obllgatlons. DelVal was rated A1 by Moody's Investors
Servlce and A+ Standard and Poor's as of December 31, 2OL6,

Basls risk - The Township does not have any basis rlsk under the allocable DelVal swap
agreernents,

rnrgnesT FIATE SWAP. Senlrs oF 2OO3 GUARANTEED SEWER REVENUE NoTEs A AND B

Objective of lhe interest rate swap - The Townshlp lssued the $3,500,000 Series of 2003.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of lssuance and to take
advantage of the abllity to set the Notes at a variable rate or a lixed rate, The Notes
were converted to a fixed rate in 2006.

Terrns - The Townshlp's obligations for the allocable notional amounts of the DelVal swap
agreements are scheduled to termlnate on June 25,2023, The allocable notional amount
equals the Notes balance outstanding. Currently, under the Loan Agreement, the
Township pays DelVal a fixed rate of 3.979o/o plus a spread of 40 basls polnts,

Fair Value - The allocable portion of DelVal's variable rate swap had a positive fair value
of $222,736 at December 31, 20!6. The fixed rate swap allocable to theTownship had a
negative falr value of $134,168 at December 31, 2016, The fair value was derlved from
proprietary models based upon well recognized financial principals and reasonable
estimates about relevant future market condltlons,

Credit risk - As of December 31, 2016, the Township was not exposed to credlt risk
because the swaps had a combined positive fair value. The Township is exposed to credit
risk in the amount of the derivatlves fair value if the DelVal Loan Program is collapsed,
the Township elects to prepay the Notes or to reset the interest rate on the Notes, or the
Township defaults on its payment obligations. DelVal was rated A1 by Moody's Investors
Service and A+ Standard and Poor's as of December 31, 2016,

Basis risk - The Township does not have any basis risk under lhe allocable DelVal swap
agreements.

fNlenesr RATE SwAp - Senres or 20O9 GuaRlNteeD SEWER Revenue Nores

Objective of the lnterest rate swao - The Townshlp lssued the $550,000 Series of 2009.
Guaranteed Sewer Revenue Notes to DelVal to minimize its costs of issuance and to take
advantage of the ablllty to set the Notes at a variable rate or a fixed rate. The Notes
were issued at a variable rate.

Terms - The Township's obllgations for the aflocable notional amounts of the DelVal swap
agreements are scheduled to terminate on June 25,2023. The allocable notional amount
equals the Notes balance outstanding, At December 31, 2016, the variable interest rate
was 1.253olo.
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SADSBURY TOWNSHTP
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December 31, 2016

Fair value - The allocable portion of DelVal's variable rate swap had a positive falr value
of $76,596 at December 31, 20L6, The fair value was derived from proprietary models
based upon well recognized financial prlncipals and reasonable estlmates about relevant
future market conditions.

Credit risk - As of December 31, 2016, the Township had no credit rlsk because the
variable rate swap had a positive fair value. DelVal was rated A1 by Moody's lnvestors
Servlce and A+ Standard and Poor's as of December 31, 2016,

Basip risk - The Township does not have any basis rlsk under the allocable DelVal swap
agreements.

8. JOINT SEWER AGREEMENTS

PENNSvLvANn-Auenrcar Wnten CoMpANy (Fonuenlv Grrv or ColresvruE AurHoRrTY)

Under an agreement dated July 7,1997, the Pennsylvania-American Water Company
(formerly City of Coatesville Authority) agreed to provide sewage conveyance and
treatment capacity of 4L0,750 gallons per day to Sadsbury Township. The Pennsylvania-
American Water Company constructed facilitles needed for the additional sewage
conveyance and financed this proJect by issulng bonds, Thls agreement expires thlrty
years from the effective date. Either party may terminate thls agreement upon glvlng
five years written notice, The Townshlp is responslble for the design, financing, and
construction of the sewer lines and pumping statlons located wlthin the Township.

For this service, the Township is paying the Pennsylvania-American Water Company's
standard, published rates lor sewage conveyance on a rnonthly basis,

In addition, the Township has reimbursed the Pennsylvania-American Water Company its
pro rata share of capacity fees and conveyance costs assoclated with theTownship's
connection to the system, The Township will also retmburse the Pennsylvania-American
Water Company for the pro rata share of the Pennsylvania-American Water Company's
bond interest directly attributable to the construction of facilities related to the additional
systern. These charges are being paid on a per connection basis. At December 31, 20t6,
prepald expense was $40,063 for conveyance costs and $26,775 for capacity fees.

Under an agreement dated September L6,2003, two developments located in West Caln
Township agreed to connect to the Sadsbury Townshlp system to have their sewage
conveyed to the facility owned by the Pennsylvania-Amerlcan Water Company,
Pennsylvanla-American Water Company has agreed to construct a force maln to carry
flows of 110,000 gallons per day from these two developments to the Townshlp's sewage
conveyance system. For this service, the two developments agree to pay to the
Township connection fees of $2,319 per equivalent dwelling unit of which the Township
will relmburse $1,178 per equivalent dwelling unit to Sadsbury Sewer Corporation, as
discussed below. In addition, the two developments agreed to pay in advance $26,000
as a sewage conveyance fee for the period beginning September t6,2OO3, and ending
December 31, 2006. Beginnlng January I, 2007t the Townshlp wlll charge for sewage
conveyance on a quarterly basls on a lormula contained in the agreement. Sewage fees
were $14,501 for the year ended December 31, 2015. The two developments and
Pennsylvanla-American Water Company agreed to reimburse the Township for all
expenses incurred relating to this agreement,
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66 Pa. C.S. Section 1329 Application Completeness Review
Pennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. ,4.-2018-3002437

10. Checklist Item No. 22.e- The Application provides statements in the direct testimony and

a letter from Sadsbury Township indicating the Application is consistent with the Chester

County Comprehensive Plan but does not provide evidence from the Chester County
Planning Commission indicating the filing is consistent with the Chester County
Comprehensive Plan. Please provide evidence the Application is consistent with the

Chester County Comprehensive Plan.

RESPONSE: See enclosed letter from the Chester County Planning Commission.

Response(s) provided by: Keith Gabage, Senior Manager, Business Development, for
Pennsylvania-American Water Company.

LECAL\36651425\2





THE COT]NTYOFCHESTER

Keith Gabage
Pennsylvania American Water
100 Cheshire Couft, Suite 104

Coatesville, PA 19320

Re: Application of Pennsylvania American Water Company to pnrchase the wastewater collection
and conveyance system of Sadsbury Township

Dear Mr. Gabage:

The Chester County Planrring Commission is the designated planning agency for the County of
Chester. A representative of Lamb McErlane requested information regarding this application on June
It,2018. Section 619.2 of Act247 as amended states, "Commonwealth agencies shall consider and
may rely upon comprehensive plans and zoning ordinances when reviewing applicatious for the
fund ing or permitting of infrastructure or facilities." To assist in your considemtion of this application
in concurrence with Act247, the Planning Commission is providing you with comments on this
application as they relate to land use issues. This letter should not be considercd a protest.

We acknowledge that Pennsylvania American Water Company is seeking to purchase the collection
and conveyance system of Sadsbury Township, Chester County. The 2009 Chester County
Comprehensive Plan, Landscapes2, designates the area of the public sewer service area in Sadsbury
Township as primarily a Suburban Landscape, with a small portion of the existing service area along
Route 3724lalley Road/Strasburg Road, located in the Rural Landscape. Landscapes2 Policy UI2.5
states: "Maintain upgrade or expand existing sewer and water facilities to support redevelopment and
new development in designated gloMh areas, where consistent with local land use planning, while
discouraging the extension of those facilities in the rural, agricultural and natural landscapes."
Therefore, in reviewing this application, the Planning Commission finds that the acquisition of the
Sadsbury Township wastewater collection and conveyance system by Pennsylvania American Water
Company is generally consistent with the goals and objectives of Landscapes2 that relate to utilities
and infrastructure in the Suburban Landscape. The Planning Commission does not encourage further
expansion of the service area in the Rural Landscape or other areas designated for preservation within
the Township.

Thank you for the opporlunity to provide comment on this application. If you have any questions
regarding these comments, please do not hesitate to call me.

COMMISSIONERS
Michelle Kichline
Kathi Cozzone
Terence Farell

Brian N. O'Leary, AICP
Executive Director

Max O'Keefe, Lamb McErlane
Sadsbury Township

PLANNING COMMISSION
Government Selices Center, Suite 270
601 Westtown Roaa.

P.O.Box2747
West Chester, PA 19380-0990
(610)344-6285 Fax (610) 344-65Is

June 12,2018

Executive Director

email:ccplanning@chesco.org' website:www.ChescoPlanning.org



66 Pa. C.S. Section 1329 Application Completeness Review
P ennsylvania-American Water Company - Wastewater Division

Sadsbury Township Wastewater Acquisition at Docket No. 4-2018-3002437

I I . Checklist Item No. 22.e - Map II- I , provided as part of Appendi x A-22b-l appears to have

been folded over when it was scanned and is not legible. Please provide a legible copy of
Map II-1.

RESPONSE: See enclosed map.

Response(s) provided by: Michael J. Guntrum, Senior Project Engineer for Pennsylvania-

American Water Company.

Please mark the materials "CONFIDENTIAL" in bold or highlighted manner if any of the

requested information is deemed to be of a confidential nature.

LEGAL\36651425U
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