Application of Pennsylvania-American Water Company for Acquisition of
the Wastewater Assets of the Borough of Kane Authority
66 Pa. C.S. § 1329
Application Filing Checklist — Water/Wastewater
Docket No. A-2019-3014248

7. State the total fees paid to the utility valuation experts for providing the completed
appraisals for the acquisition and provide documentation, i.e., the valuation
service agreement and all associated invoices, supporting the subject fee amounts.

AMENDED RESPONSE:

The valuation services assessments and fees paid to Jerome C. Weinert, P.E.,
Principal and Director for AUS Consultants on behalf of PAWC and by Harold
Walker III, Manager — Financial Studies for Gannett Fleming Valuation and Rate
Consultants, LLC. on behalf of the Authority are reflected in Appendix A-7.1
(AUS Consultants) and Amended Appendix A-7.2 (Gannett Fleming).

Amended Appendix A-7



Agreement to Provide Valuation Consulting Services
Between

AUS Consultants
And

Pennsylvania America Water Company
For the Appraisal of

Kane, Pennsylvania’s Wastewater Utility

As of the most recent period (3™ Quarter 2017)



Agreement for Valuation Consulting Services

This Agreement for Valuation Consulting Services (“Agreement”) is by and between AUS
Consultants, a New Jersey corporation (“Supplier™) and Pennsylvania-American Water Cowupany, a
Pennsylvania corporation (“PA-American”) and is entered into as of November 9, 2017. In
consideration of the covenants hereinafter contained, and intending to be legally bound, the Parties
hereto agree to as follows:

Section 1. Description of Services:
Supplier is being engaged to act as a Utility Valuation Expert, as such term is defined in

Pennsylvania Act 12 of 2016, amending Chapter 13 of the Pennsylvania Public Utility Code and the
Final Implementation Order entered by the Public Utility Commission at Docket No. M-2016-
2543193 (collectively, “Act 127). Supplier is being engaged with respect to the proposed acquisition
by PA-American of the wastewater system assets currently owned by Kane, Pennsylvania, McKean
County, Pa. (the “Project”). Upon the issuance of a notice to proceed by PA-American, Supplier
shall prepare and produce the following appraisals and/or studies suitable for the Project, including if
requested (collectively, the “Services”):

1. An Appraisal (Valuation study) consistent with the 2016-2017 & 2017-2018 Uniform
Standards of Appraisal Practices (USPAP) as of the date requested by PA-American and
consistent with the requirements of Act 12.

2. If applicable, provide expert witness testimony and documentation for the Valuation studies as
required by Act 12.

3. If requested by PA-Amcrican, updatcs to the Valuation studies as of the date requested by PA-
American.

4. Provide the documentation required by Act 12 with respect to the Services and the fees
charged by Supplier pursuant to this Agreement.

5. If requested by PA-American, perform such other services as are consistent with Supplier’s
engagement as a Utility Valuation Expert.

Section 2. Duration:

Unless amended, the Project subject to this Agreement is anticipated to be approximately two years
in duration and will be performed for the period beginning upon the issuance of a notice to proceed
by PA-American and continuing through November 9, 2019. Supplier acknowledges and agrees that
it shall not and shall have no obligation to provide the Services until such time as PA-American has
issued a notice to proceed. To the extent Act 12 imposes any requirements with respect to the timing
for the completion of the Services, the commencement date for such Services shall not be deemed to
be any earlier than the date PA-American issues the notice to proceed.

Proprietary and Confidential
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Section 3. Effective & Expiration Dates:

This Agreement shall be effective as of the date set forth in the first paragraph hereof (“Effective
Date”) and shall continue until the earlier to completion on the Project or November 9, 2019
(“Expiration Date”) unless earlier terminated as set forth in this Agreement.

Section 4. Personnel to Perform the Services:

Jerome C. Weinert, Principal and Director, shall be in charge of the Services on behalf of Supplier.
Supplier shall call upon additional experienced professional staff as required. In the event that this
Project or Agreement should not continue for any reason, or should PA-American replace the need
for Supplier, PA-American shall give notice as soon as feasibly possible for Supplier to re-deploy

their resources elsewhere without any penalty to PA-American.

Both parties recognize the importance of maintaining a continuity of Supplier’s personnel on this
Project. Supplier agrees that any of its employees, staff, professionals, experts, partners, and/or other
personnel: (a) identified as the “Project Team” identified in Section 6 of this Agreement, and/or (b)
assigned to this Project subsequent to the execution of this Agreement, shall continue to be staffed on
this Project throughout the entire length of time Project Services are provided under this Agreement.
Further, said personnel shall be used in the same capacities in which they are initially intended as of
the exccution date of this Agreement, or as of the date they are assigned to the Project subsequent to
execution date of this Agreement, so long as they continue to be employed by Supplier, or so long as
PA-American continues to desire their services.

Should Supplier terminate its relationship and/or employment with said personnel, or if said
personnel terminates the relationship with Supplier and/or resigns from employment with Supplier,
to the extent that Supplier, for any reason, enters into non-compete or similar agreement(s) and/or
arrangement (s) with any of its employees, staff, professionals, experts, partners, and/or other
personnel, Supplier agrees to immediately release said personnel from non-compete or similar
agreement(s) and/or arrangement(s) with respect to being able to work for PA-American in any
capacity PA-American sees fit.

Should any or all of Suppliers employees, staff, professionals, experts, partners, and/or other
personnel staffed on this Project leave the employ of Supplier during the terms of this Agreement,
Supplier agrees to immediately notify PA-American and suggest alternative personnel to be staffed
on the Project. In no event shall any Supplier employee, staff, professional, expert, partner, and/or
other personnel be assigned to this Project (whether identified in this Section 4, or identified
elsewhere subsequent to the execution of this Agreement) without the express written permission and
approval by PA-American. Further, PA-American reserves the right to terminate the Services of any
of Supplier employee, staff, professional, expert, partner, and/or other personnel working on this
Project at any time, and for any reason, without penalty.

Section 5. Location:
Supplier’s (AUS Consultants’) offices in Harrisburg, Pennsylvania, Mt. Laurel, New Jersey,

Greentfield, Wisconsin and various PA-American Company’s sites as may be required.

Proprietary and Confidential
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Section 6. Prices:
Supplier fees for the Services are as follows:

Appralsal Activity Fees Expenses
(not to (not to
exceed) exceed)
Appraisal
Initial Appraisal $28,120 $3,200
Appraisal updates $2,500 $800
Pre-filed Direct testimony related to the $3,000 $500
above described Valuation studies

Valuation Activity performed by AUS Hourly
Consultants staff following completion of Rates
pre-filed testimony plus
expenses

Jerome C. Weinert $250
David Sheffer 175
David Weiler 175
Michael Diedrich 225
Elizabeth A. Weinert ; 150
Earl Robinson ' - 200
Susan Macchia 50

The expenses in the above tables are for travel and living, report production and shipping.

Supplier recognizes that its fees for the Project are subject to disclosure pursuant to Act 12 and so
that Pa-American can include such fees as part of the transaction and closing costs associated with
the proposed acquisition of the Project. Supplier further recognizes that its fees shall not exceed five
percent (5%) of the fair market value of the assets to be acquired as part of the Project unless such
fees are approved by the Pennsylvania Public Utility Commission (“PUC”). Supplier agrees that its
fees shall comply with the requirements of Act 12 and the PUC Implementation Order regarding Act
12.

Section 7. Payment:

Payment all undisputed amounts shall be made within 60 days upon PA-American being invoiced
each month for all work completed during the prior month, or partial payment upon being invoiced
should this appraisal engagement be suspended.

All payment terms are Net 60.

Proprietary and Confidential
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Section 8. Non-Disclosure:

A. The Parties agree as follows:

1. In connection with the Project, PA-American may find it beneficial to disclose to Supplier
certain confidential or proprietary information in written, oral or other tangible or
intangible forms, which may include, but is not limited to, discoveries, ideas, concepts,
know-how, techniques, designs, specifications, drawings, blueprints, tracings, diagrams,
models, samples, flow charts, data, computer programs, disks, diskettes, tapes, marketing
plans, customer names and other technical, financial or business information (individually
and collectively, “Information™). All Information which is disclosed by PA-American to
Supplier, whether provided in tangible or intangible form, including, but not limited to,
electronic mail or other electronic communications, shall be deemed to be confidential or
proprietary. Further, if Information is provided orally, including Information conveyed to
an answering machine, voice mail box or similar medium, it shall too be deemed to be
confidential or proprietary.

2. Supplier shall:

a. Hold such Information in confidence with the same degree of care with which
Supplier protects its own confidential or proprietary Information, but no less
than reasonably prudent care;

b. Restrict disclosure of the Information solely to its employees, contractors and
agents with a need to know such Information, advise those persons of their
obligations hereunder with respect to such Information, and assure that such
persons: are bound by obligations of confidentiality no less stringent than those
imposed in this Agreement;

c. Use the Information only as needed for the purposes of the Project;

d. Except for the purposes of the Project, not copy, distribute, or otherwise use such
Information or knowingly allow anyone else to copy, distribute, or otherwise use
such Information; any and all copies shall bear the same notices or legends, if
any, as the originals; and,

e. Upon request, promptly return to PA-American all Information that is in tangible
form; as to Information that was disclosed or is stored in intangible form,
including, but not limited to electronic mail or other electronic communications,
upon request by the PA-American, Supplier shall certify in writing within five
(5) business days to PA-American that all such Information has been destroyed
or, if the Information was recorded on an erasable storage medium, that Supplier
has used reasonable efforts to erase all such Intangible Information.

3. Except for customer Information, Supplier shall have no obligation to preserve the
confidential or proprietary nature of any Information which:

a. Was already known to the Supplier free of any obligation to keep it confidential at
the time of its disclosure by PA-American as evidenced by Supplier’s written
records prepared prior to such disclosure; or

b. is or becomes publicly known through no wrongful act of Supplier; or
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c. is rightfully received from a third person having no direct or indirect secrecy or
confidentiality obligation to PA-American with respect to such Information; or

d. is independently developed by an employee, contractor or agent of Supplier or a
third party not associated with the Project and who did not have any direct or
indirect access to the Information, as evidenced by the Supplier’s written records;
or

€. is approved for release by written authorization by PA-American; or,

f. it is required to disclose pursuant to a written request or demand of a duly
empowered government agency or a court of competent jurisdiction, provided due
notice and an adequate opportunity to intervene is given to PA-American, unless
such notice is prohibited by such written request or demand, in which case, the
Supplier shall disclose only such Information as is required and shall use
reasonable efforts to obtain confidential treatment for any Information that is so
disclosed.

4. Any Information relating to the Project that is disclosed by PA-American to Supplier
shall remain confidential for five (5) years from the date of termination of the
Agreemenl. Notwilhstanding anything to the contrary herein, Customer Information shall
remain confidential indefinitely and shall never be disclosed or used without the prior
written approval of an authorized representative. of PA-American. “Customer
[nformation™ includes, but is not limited to, customer name, address, phone number,
information concerning a customer’s calling patterns, unlisted cuslomer numbers, any
other information associated with a customer or with persons in the household of a
customer, and any information available to PA-American and/or its suppliers by virtue of
PA-American’s relationship with its customers as a provider of telecommunications,
Internet, information or other services, including, but not limited to, the quantity,
technical configuration, location, type, destination, amount of use of telecommunications
or other services subscribed to, and information contained on the telephone bills of PA-
American’s customers pertaining to telephone exchange service, telephone toll service or
other services received by a customer of PA-American.

5. Any disclosed Information by PA-American shall be deemed the property of PA-
American, who shall retain exclusively rights to such Information. Nothing contained in
this Agreement shall be construed as granting or conferring any patent, copyright,
trademark or other proprietary rights by license or otherwise in any such Information to
Supplier, except for the right to use such Information in accordance with this Agreement.

6. NOTWITHSTANDING ANYTHING IN THIS AGREEMENT TO THE CONTRARY,
PA-AMERICAN MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY
NATURE WHATSOEVER WITH RESPECT TO ANY INFORMATION
FURNISHED, INCLUDING, WITHOUT LIMITATION, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR
WARRANTIES AGAINST INFRINGEMENT.

7. In the event Supplier discloses, disseminates, or releases any confidential or proprietary
Information received from PA-American, except as expressly permitted herein, such
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disclosure, dissemination, or release shall be deemed a material breach of this
Agreement. In the event of such breach, PA-American may demand prompt return of all
confidential and proprietary Information previously provided to Supplier and terminate
this Agreement. The provisions of this Section are in addition to any other legal rights or
remedies PA-American may have in law or in equity.

8. This Agreement shall be governed by and construed in accordance with the laws of the
Commonwealth of Pennsylvania, irrespective of its choice of law principles. Both Parties
agree to comply with all laws, including, but not limited to, laws and regulations
regarding the export of information outside the United States. Supplier shall not
knowingly transmit, directly or indirectly, in whole or in part, any Information of PA-
American or export, directly or indirectly, any product or Information in contravention of
the laws of the United States or the laws of any other country governing the aforesaid
activitics. Supplier shall not transfer any Information received hereunder or any product
made using such Information to any country prohibited from receiving such data or
product by the U.S. Department of Commerce Export Administration Regulations without
first obtaining a valid export license. In the event Supplier violates the foregoing,
Supplier shall defend, indemnify, and hold harmless PA-American from and against any
claim, loss, liability, expense or damage including fines or legal fees, incurred PA-
American with respect to the export or re-export activities contrary to the foregoing.
Notwithstanding any other provision of this Agreement, this Section shall survive any
termination or expiration of this Agreement.

Section 9. Ownership of Paid-For Development, Use and Reservation of Rights:

PA-American shall be the exclusive owner of all right, title, and interest in and to all Paid-For
Development (defined below), including, without limitation, all Intellectual Property Rights therein
and thereto. Supplier shall assign or have assigned to PA-American and hereby assigns to PA-
American all Intellectual Property Rights in and to the Paid-For Development. “Paid-For
Development” shall mean any and all Items to the extent produced or developed by or on behalf of
Supplier or its employees, agents, or direct or indirect contractors or suppliers (and whether
completed or in-progress), or forming part of any deliverable, pursuant to this Agreement (including,
without limitation under any statement of work, exhibit, order or other document under, subordinate
to, or referencing this Agreement or the Project) (collectively “Agreements™) for the development of
which PA-American has been charged monies in one or more of the Agreements (“Development
Fees”). Paid-For Development shall always exclude all Excluded Materials, but shall include
(without limitation) any modifications, alterations or updates of any Excluded Materials
(“Enhancements™) that otherwise fall within the definition of Paid-For Development (“Paid-For
Enhancements™). PA-American’s ownership of Paid-For Enhancements shall be subject to
Supplier’s underlying rights and ownership in Supplier’s Excluded Materials.

“Items” shall mean any or all inventions, discoveries, ideas, (whether patentable or not), and
all works and materials, including but not limited to products, devices, computer programs,
source codes, designs, files, specifications, texts, drawings, processes, data or other
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information or documentation in preliminary or final form, and all Intellectual Property rights
in or to any of the foregoing.

“Excluded Materials” shall mean: i) Supplier’s Pre-Existing Materials; ii) Supplier’s
Independently Developed Materials; and iii) Supplier’s Mere Reconfigurations.

“Supplier’s Pre-Existing Materials” shall mean those Items owned by Supplier to the
extent and in the form that they both existed prior to the date Supplier began any work under
this Agreement and were created without any use of any PA-American Items. Supplier’s Pre-
Existing Materials shall not, however, include Paid-For Enhancements thereto.

“Supplier’s Independently Developed Materials” shall mean those Items that have been
developed by Supplier, or on Supplier’s behalf, both i) without use of any PA-American
Items; and ii) independently of any work performed under any Agreements.

“Supplier’s Mere Reconfigurations” means those specific reconfigurations of Supplier’s
pre-existing software performed by Supplier, or on Supplier’s behalf, but only to the extent
that such reconfiguration is an alteration to such software which is strictly required to permit
Supplier's software to function on PA-American’s network or service platform. In no event
shall Supplier’s Mere Reconfigurations include enhancements, modifications, or updates that
are not contained in Supplier’s Pre-Existing Materials and that add any features, functionality,
or capabilities.

“Intellectual Property Rights” means all patents (including all reissues, divisions,
continuations, and extensions thereof) and patent applications, trade names, trademarks,
service marks, logos, trade dress, copyrights, trade secrets, mask works, rights in technology,
know-how, rights in content (including but not limited to performance and synchronization
rights), or other intellectual property rights, protected under the laws of any governmental
authority having jurisdiction.

Section 10. Right to Terminate:

PA-American has the right to terminate this Agreement, in its entirety or any portion thereof, at any
time without penalty. Should PA-American terminate this Agreement at any time, Supplier shall be
entitled to keep and collect all fees billed to PA-American prior to the termination date which are not
the subject of a dispute between the parties. Further, Supplier shall be entitled to charge, and PA-
American agrees to pay for all properly performed Services as of the termination date in accordance
with the rates set forth in Section 6 or, in the case of a fixed fee, a prorata share of the monthly
billing during the month in which the Agreement was terminated. Said prorata share shall be
calculated by dividing the total number of days worked by Supplier during the month in which the
Agreement is terminated, by the total number of calendar days in the month in which the Agreement
was terminated.

Section 11. Invoices/Billing Information:

The Supplier agrees to submit invoices in paper and or electronic form with appropriate references to
the PA-American Point of Contact identified in Section 12.
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Section 12. Project Manager/Point of Contact/Legal Counsel:
The project manager and/or point of contact of Supplier shall be:

Jerome C. Weinert

Principal and Director

AUS Consultants

Suite 201

8555 West Forest Home Avenue
Greenfield, Wisconsin 53228
E-Mail: weinertj@auswest.net
414-529-5755 (oftice)
414-529-5750 (fax)
414-698-8371 (cell)

The point of contact for PA-American shall be:

Scott D. Fogelsanger, Senior Business Development Manager
Pennsylvania-American Water Company

852 Wesley Drive

Mechanicsburg, PA 17055-4475

717-790-3044 (office)

717-875-2282 (cell)

717-790-3058 (fax) E .

Email: Scott.Fogelsanger@amwater.com

The Legal Counsel contact for PA-American shall be:

Andrew L. Swope, Vice President, General Counsel
Pennsylvania-American Water Company

800 West Hersheypark Drive

Hershey, PA 17033

717-531-3210 (office)

717-574-2691 (cell)

717-531-3399 (fax)

Email: Andrew.Swope@amwater.com
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Section 13. Signatures:

AUS Consultants (Supplier) Pennsylvania American Water Company
Jerome C. Weinert Bernard J. Grundusky
November 9, 2017 November 9, 2017
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(O S0 AUS CONSULTANTS

3555 West Forest Home Avenue

Suile 201

- -

Jerome C. Weinert, PE, ASA, CDP R,
Princlpal and Director, Depreciation and Valuation N4529 o755 ¢ Te
e-mail: weinertj@auswest.net 4145295750 Fax

www.ausconsuliants com

May 30, 2018

Mr. Scott D. Fogelsanger

Senior Business Development Manager
Pennsylvania American Water Company
852 Wesley Drive

Mechanicsburg, PA 17055-4475

Dear Scott:

Enclosed is our progress invoice for AUS Consultants appraisal of the Kane Wastewater Utility
System. This invoice is for appraisal activities through issuing our preliminary appraisal report
on April 25, 2018. We have left approximately $8,000 unbilled from our contract with PA
American; the unbilled monies will be used for plant inspections, appraisal finalizations and
prefiled direct testimony.

Very truly yours,

y/z/mw

eaw
Enclosure



INVOICE

Pennsylvania American Water Company May 30, 2018

Enclosed is our progress invoice for AUS Consultants appraisal of the Kane Wastewater Utility
System. This invoice is for appraisal activities through issuing our preliminary appraisal report on
April 25, 2018. We have left approximately $8,000 unbilled from our contract with PA American;
the unbilled monies will be used for plant inspections, appraisal finalizations and prefiled direct
testimony.

Professional Fee

PROTESSIONAL FEE THIS INVOICE et iteeee e eeeeeesee e ese e e ee e $25,500
Expenses

REPOM ... e e $63.90
FOA EX ...t $26.67
EXPENSES THIS INVOICE .......cooeuvececcireeeeeeemeesesse e resssss e sees s s $90.57
GRAND TOTAL THIS INVOICE......c.coomeeeeeeseseeeeeee e eeesees e $25,090.57

Please remit with a duplicate copy of this invoice to:

AUS Consultants, Inc.
155 Gaither Drive, Suite A
Mt. Laurel, NJ 08054

CUSTOMER I1.D. 70-PAA-01
INVOICE NO. 149198

Reference No. 10-0618-01
(G/L No. 441036)

Employer 1.D. No.22-194-3906
INCORPORATED

Remit Wires to:

AUS, Inc. at Webster Bank, N.A.

Account 10974951, ABA# ACH211170101
international Swift# WENAUS31
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@ consultants

Jerome C. Weinert, PE, ASA, CDP
Principal and Director, Depreciation and Valuation
e-mail: weinertj@auswest.net

November 1, 2019

Mr. Scott D. Fogelsanger

Senior Business Development Manager
Pennsylvania American Water Company
852 Wesley Drive

Mechanicsburg, PA 17055-4475

Dear Scott:

AUS CONSULTANTS

8555 West Forest Home Avenue
Suite 201

Greenfield, WI 53228
414.529.5755 " Te|
414.529.5750 ® Fax
www.ausconsultants.com

Enclosed is our invoice for AUS Consultants finalizing our appraisal of the Kane Wastewater
Utility System. This invoice is for appraisal activities through finalizing the Kane appraisal and

developing testimony.

Very truly yours,

eaw
Enclosure



INVOICE

Pennsylvania American Water Company November 1, 2019

This invoice is for appraisal activities through finalizing the Kane appraisal and developing
testimony.

Professional Fee
Finalize APPraisal ...................c.ooooi oo $8,000.00
UDPAALE. ...ttt $2,500.00
TESHUMONY ...ttt et e s $3,000.00
PROFESSIONAL FEE THIS INVOICE.........ccccortieemeereeeeessessesessessesesssesssessessoes $13,500.00
Expenses
INSPECHIONS ..ottt $ 248.99
REPOM . ettt $64.00
FOA EX. ... e $ 27.00
EXPENSES THIS INVOICE ...ttt esseesssecessssssensssssesssssnssessnssessessens $337.99
GRAND TOTAL THIS INVOICE................. T T rasvasanacns $13,839.99

Please remit with a duplicate copy of this invoice to:

AUS Consultants, Inc.
155 Gaither Drive, Suite A
Mt. Laurel, NJ 08054

CUSTOMER I.D. 70-PAA-01
INVOICE NO. 153376

Reference No. 10-0618-02
(G/L No. 441036)

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

Remit Wires to;

AUS, Inc. at Webster Bank, N.A.

Account 10974951, ABA# ACH211170101
International Swift# WENAUS31



@l Gannett Fleming

Excellence Delivered As Promised

February 5, 2018

E-Mail to lori@kaneboro.com

Mr. Donald E. Payne
Borough Manager
Kane Borough Authority
112 Bayard Strest
Kane, PA 16735

Dear Mr. Payne:

Fair Market Value Appraisal
Under Pennsylvania Act 12 of 2016

In response to your request, Gannett Fleming Valuation and Rate Consultants. LLC is
pleased to submit this cost proposal to provide Kane Borough Authority (*Authority™) a fair
market value appraisal of Kane Borough Authority Sanitary Sewer System Assets ("Kane's
System"),

SCOPE OF SERVICES

Gannett Fleming Valuation and Rate Consultants, LLC (“Gannett Fleming”) proposes to
conduct a fair market value appraisal of the Authority's assets in compliance with the Uniform
Standards of Professional Appraisal Practices, employing the cost, market and income
approaches. It should be noted that Gannett Fleming will utilize asset cost information provided
by an "engineering assessment” of the Authority's assets. The ‘engineering assessment” will be
prepared under separate agreement or by others and provided to us for use in our fair market
value appraisal.

Fair market value is defined as “the price, expressed in terms of cash equivalents, at
which property would change hands between a hypothetical willing and able buyer and a
hypothetical willing and able seller, acting at arm'’s length in an open and unrestricted market,

when neither is under compuision to buy or sell and when both have reasonable knowledge of
the relevant facts"

As stated, the standard of value for this engagement is fair market value. The premise
of value is going concern. The going concern premise of business value assumes that the
business will continue running normally using all of its assets to produce income and will
continue operating beyond the valuation date.

Gannett Fleming Valuation and Rate Consultants, LLC
PO Boxa710 « H:‘i!l’i;’«hu!'g PANTNR-TYI0 | 207 Sengte Avenue o Camp HILPA 170112316
PITEIANTIN o F 717 743 4396

Aruv givre com



Bannett Fleming

Kane Borough Authority -2- February 5, 2018

Gannett Fleming will value the Authority's assets as a group under the premise that they
callectively comprise an ongoing operating business enterprise. In accordance with 66 Pa. C.S.
Section 1329 the original source of funding for any part of the assets of the selling utility will not
be relevant to determination of the value of said assets.

We will accept all information and data provided by the Authority as it pertains to this
assignment “as is” after a limited review. That is, we will neither audit nor verify any data,
ariginal cost data, financial records or operating data provided for this assignment.

SITE INSPECTION

We will visit or inspect the Authority's facilities and rely on the information provided by
the “engineering assessment’ of the Authority's assets provided by the Authority and
Pennsylvania American Water Company

REPORT

We will prepare a written document to substantiate our opinion. Our appraisal will be
developed consistent with the Uniform Standards of Professional Appraisal Practices. Our
valuation will include a detailed analysis and will be presented in a narrative comprehensive,
“stand-alone” document for your use. The estimate of value that results from a valuation

engagement will be expressed as a conclusion of value to be used for the purposes stated
above.

Although our valuation is intended to estimate fair market value, we assume no

responsibility for the inability of a seller or buyer to obtain a sale or purchase contract at that
price.

QUALIFICATIONS

Since 1915, Gannett Fleming and its predecessors have been helping clients in public
pricing policy and related financial matters for managerial purposes, before regulatory
commissions and in courts of law. OQur staff has considerable experience in providing an array
of specialized financial services to support the core needs and objectives of our clients.

Our specialized financial services encompass utility valuations, economic valuation
studies, cost of capital studies. depreciation studies, rate studies, lead lag studies, analyses of
public utility accounting systerns, debt financing repors, economic and demographic studies,
financial decision studies, optimum capital structure, debt service levels, dividend policy, private
placement of debt, financial benchmarking, and conducting property inventories.

We design each study and its related report to meet the specific requirements of our
clients. These studies require objective analyses of basic data. informed professional judgment,
and clear presentation of the results. Our staff includes professionals specialized in public utility
accounting and ratemaking, valuation, cost of capital, lead lag, depreciation, associated
technical services, and financial analysis. We are experienced utility vatuation experts who
determine fair market value using the cost, market and income approaches in accordance with
66 Pa. CS. Section 1329. We are a registered Municipal Advisor with the Securities &
Exchange Commission (SEC); and are a subsidiary of Gannett Fleming, Inc.
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Gannett Fleming is approved as a “Utility Valuation Expert” by the Pennsylvania Public
Utility Commission within the context of 68 Pa. C.S. Section 1329, Valuation of Acquired Water
and Wastewater Systems.

FIDUCIARY DUTY

Gannett Fleming has a fiduciary duty to. and will provide a thorough, objective, and fair
market valuation using the cost, market and income approaches in accordance with 86 Pa C.S.
Section 1329 and Pennsylvania laws.

Gannett Fleming attests that it does not derive any material financial benefit from the
sale of, or purchase of, a selling utility other than fees for services rendered. Gannett Fleming
also verifies it does not have any immediate family members who are directors, officers or
employses of either an acquiring public utility, entity or selling utility within a 12-month periad of
the date of hire to perform an appraisal. We further affirm that Gannett Fleming is not directly or

indirectly owned, partnered or in any way affiliated with a water/wastewater distribution
company.

BASIS FOR COMPENSATION

Gannett will perform the above services, and other related services that you may
authorize, based on hourly billing rates for our personnel in effect when we perform the work,
plus the reimbursement of direct expenses. Direct expenses include transportation, meals,
lodging and incidental expenses incurred while traveling and any other expenses required as a
result of the assignment that are not incidental te the narmal conduct of business. Attached are

our billing rates for this project. We will render invoices monthly for services performed during
the preceding month.

Based on our experience, we esiimate the cost for a complete study will range from
$28,000 to $33,000. The availability and quality of the required data sources of information
impact the final cost,

SCHEDULE
The fair market value appraisal will be completed within ninety (90) days of Ganneft
Fleming's receipt of an accepted copy af this proposal and the receipt of required data.
PROPOSAL
Based on the understanding outlined in this letter, we propose that the Kane Barough
Authority retain Gannett Fleming Valuation and Rate Consultants, LLC to perform the services

as outlined in this letter. If this letter proposal is satisfactory to you, please have it executed
(where indicated below) on behalf of Kane Borough Authority and return a copy to us.
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We appreciate the opportunity to provide Kane Borough Authority with valuation services
in connection with the fair market value appraisal of Kane's System assets. We look forward to
acceptance of our proposal and to a successful project

Respectfully submitted,

GANNETT FLEMING VALUATION
AND RATE CONSULTANTS, LLC

Yok K ko -

PAUL R. HERBERT

President
0280 =
HAROLD WALKER, 11|
Manager, Financial Studies
Attachment
HW:mle

Kane Borough Autharity accepts the foregoing Proposal and authorizes Gannett
Fleming Valuation and Rate Consultants, LLC to proceed with the services described
herein.

ACCEPTED BY:

Z/]ﬂ'&fyééfy Z -5 —{F

(Signature) (Date)

D ooe /g‘.?’éc_fﬁav

(Printed Name)

Chopp 794
(Title)
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GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC
BILLING RATES

EFFECTIVE DECEMBER 30, 2017

Hourly
Personnel Rate
SUPERVISORY STAFF
W. M. Stout, Principal Consultant $300.00
P. R. Herbert, Chairman and President 265.00
J. J. Spanos, Senior Vice President and Treasurer 260.00
C. R. Clarke, Director, Western U.S. Services 255.00
H. Walker, Ill, Manager, Financial Studies 235.00
J. F. Wiedmayer, Jr., Project Manager, Depreciation 210.00
C. E. Heppenstall, Project Manager, Rate Studies 185.00
N. W. Allis, Project Manager, Depreciation & Technical Deveiopment 185.00
STAFF
Analysts and Engineers 170.00
Associate Analysts and Engineers 160.00
Assistant Analysts and Engineers 145.00
Senior Technicians 110.00

Suppart Staff 110.00



&) Gannett Flerning INVOICE

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

ACH/EFT Payment Information:
ABA: 031312738
Account No.: 5003165655
Account Name: Gannett Fleming
Kane Borough Authority
Attn: Donald E. Payne, Borough Manager
112 Bayard Street

Check Payment Iinformation:
Kane, PA 16735

Gannett Fleming Valuation and Rate Consultants, LLC
PO Box 829160
Philadelphia, PA 19182-9160

Project: 063772

Invoice No: 063772*3187 Federal EIN: 46-4413705
Invoice Date: March 16, 2018 Send Remit Info: AccountsReceivable@gfnet.com
Invoice Period: February 3, 2018 through March 2, 2018
Project Manager: Harold Walker Ili hwalker@gfnet.com 610 650-8101

Fair Market Value Analysis

Summary of Current Charges

Phase 000 - FAIR MARKET VALUE APPRAISAL $ 3,040.00
Total Charges $ 3,040.00
Total Due This INVoiCe ....cccccevevecenene $3,040.00

Amended Appendix A-7.2



(4] Gannett Fleming

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

Project: 063772
Invoice No: 063772"3187
Invoice Date: March 16, 2018

Phase 000 - Fair Market Value Appraisal

Labor Costs

Labor Classification Hours Rate
Harold Walker 12.00 $ 23500
Support Staff 2.00 110.00

Total Labor Costs
Total Phase -- 000

Amount
$ 2,820.00
220.00
$ 3,040.00
$ 3,040.00

Page 2 of 2



\@l Gannett Fleming INVOICE

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

ACH/EFT Payment information:
ABA: 031312738
Account No.: 5003165655
Account Name: Gannett Fleming
Kane Borough Authority
Attn: Donald E. Payne, Borough Manager
112 Bayard Street

Check Payment Information:
Kane, PA 16735

Gannett Fleming Valuation and Rate Consultants, LLC
PO Box 829160
Philadelphia, PA 19182-9160

Project: 063772

Invoice No: 063772*3245 Federal EIN: 46-4413705
Invoice Date: April 13,2018 Send Remit Info: AccountsReceivable@gfnet.com
Invoice Period: March 3, 2018 through March 30, 2018
Project Manager: Harold Walker IlI hwalker@gfnet.com 610 650-8101
Fair Market Value Appraisal

Summary of Current Charges

Phase 000 - FAIR MARKET VALUE APPRAISAL $ 12,040.00
Total Charges $12,040.00

Total Due This Invoice ...........ccvenen. $12,040.00
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(4 Gannett Flerning
Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

Project: 063772
Invoice No: 063772*3245
Invoice Date: April 13,2018

Phase 000 -- Fair Market Value Appraisal

Labor Costs
Labor Classification

Harold Walker

Support Staff

Hours Rate Amount
51.00 $ 235.00 $ 11,985.00
0.50 110.00 55.00
Total Labor Costs $ 12,040.00
Total Phase -- 000 $ 12,040.00

Page 2 of 2



4] Gannett Fleming INVOICE

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

ACH/EFT Payment Information:

ABA: 031312738

Account No.: 5003165655

Account Name: Gannett Fleming
Kane Borough Authority

Attn: Donald E. Payne, Borough Manager
112 Bayard Street Check Payment Information:
Kane, PA 16735 Gannett Fleming Valuation and Rate Consuitants, LLC

PO Box 829160
Philadelphia, PA 19182-9160

Project: 063772

Invoice No: 063772*3347 Federal EIN: 46-4413705
Invoice Date: May 21, 2018 Send Remit Info: AccountsReceivable@gfnet.com
Invoice Period: March 31, 2018 through April 27, 2018
Project Manager: Harold Walker il hwalker@gfnet.com 610 650-8101
Fair Market Value Appraisal

Summary of Current Charges

Phase 000 - FAIR MARKET VALUE APPRAISAL $ 15,985.00
Total Charges $ 15,985.00

Total Due This Invoice .........cccoouu...e $15,985.00



L )
@) Gannett Fleming Project: 063772
Invoice No: 063772*3347
Excellence Delivered As Promised Invoice Date: May 21,2018

Gannett Fleming Valuation and Rate Consultants, LLC

Phase 000 -- Fair Market Value Appraisal

Labor Costs

Labor Classification Hours Rate Amount

Associate Analyst 1.00 $ 160.00 $ 160.00

Harold Walker 66.00 235.00 15,510.00

John J. Spanos 1.00 260.00 260.00

Support Staff 0.50 110.00 55.00
Total Labor Costs $ 15,985.00
Total Phase -- 000 $ 15,985.00

Page 2 of 2



4} Gannett Flemning INVOICE

Excellence Delivered As Promised

'Gannett Fleming Valuation and Rate Consultants, LLC

ACH/EFT Payment information:

ABA: 031312738

Account No.: 5003165655

Account Name: Gannett Fleming
Kane Borough Authority

Attn: Donald E. Payne, Borough Manager
112 Bayard Street

Check Payment Information:
Kane, PA 16735

Gannett Fleming Valuation and Rate Consultants, LLC
PO Box 829160
Philadelphia, PA 19182-9160

Project: 063772

Invoice No: 063772*4102 Federal EIN: 46-4413705
Invoice Date: February 20, 2019 Send Remit Info: AccountsReceivable@gfnet.com
Invoice Period: December 29, 2018 through February 1, 2019
Project Manager: Harold Walker Ili hwalker@gfnet.com 610 650-8101

Fair Market Value Appraisal

Summary of Current Charges

Phase 000 - FAIR MARKET VALUE APPRAISAL 3 1,497.50
Total Charges $ 1,497.50

Total Due This InvVoiCe .......cccvvvmrennnn $1,497.50
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(&) Gannett Fleming Project: 063772
Invoice No: 063772*4102
Excellence Delivered As Promised Invoice Date: February 20, 2019
Gannett Fleming Valuation and Rate Consultants, LLC
Phase 000 - Fair Market Value Appraisal
Labor Costs
Labor Classification Hours Rate Amount
Harold Walker 6.00 $  240.00 $ 1,440.00
Support Staff 0.50 115.00 57.50
Total Labor Costs $ 1,497.50
Total Phase -- 000 $1,497.50

Page 2 of 2



(&) Gannett Flerning INVOICE

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

ACH/EFT Payment Information:
ABA: 031312738
Account No.: 5003165655
Account Name: Gannett Fleming
Kane Borough Authority
Attn: Donald E. Payne, Borough Manager

112 Bayard Street .
Kane, PA 16735 Check Payment Information:

Gannett Fleming Valuation and Rate Consultants,
LLC
PO Box 829160

Philadelphia, PA 19182-9160
Project: 063772

Invoice No: 063772*4805 Federal EIN: 46-4413705
Invoice Date: November 6, 2019 Send Remit Info: AccountsReceivable@gfnet.com
Mote: TO PREVENT IMPOSTER FRAUD. If you receive any notification of a change in payment |nslrucl|ons you should call our Accounts Receivable department at 717-763- 7211 to verify the authanticity
of the change. We cannot be held responsible for a misdirected payment as a result of your not ¢ cily of req aes lo paymant instructions or “imposter hacks" to your systam.

Invoice Period: September 28, 2019 through October 25, 2019
Project Manager: Harold Walker Il hwalker@gfnet.com 610 650-8101

Fair Market Value Appraisal

Summary of Current Charges

Phase 000 - FAIR MARKET VALUE APPRAISAL $ 2,457.50
Total Charges $ 2,457.50

Total Due This Invoice .................... $2,457.50
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&) Gannett Fleming

Excellence Delivered As Promised

Gannett Fleming Valuation and Rate Consultants, LLC

Project: 063772
Invoice No: 0637724805
Invoice Date: November 6, 2019

Phase 000 -- Fair Market Value Appraisal

Labor Costs
Labor Classification

Harold Walker

Support Staff

Hours Rate
10.00 $ 240.00
0.50 115.00

Total Labor Costs

Total Phase -- 000

$

Amount
2,400.00

57.50

$ 2,457.50

$ 2,457.50

Page 2 of 2





