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Application of Pennsylvania-American Water Company for Acquisition of
the Water Assets of Valley Township

66 Pa. C.S. S 1329
Application Filing Checklist - Water/Wastewater

Docket No. A-2020-3019859

Provide responses to Section 1329 Application Standard Data Requests,
including elechonic working documents (i.e., Excel spreadsheets) for all the
filing's schedules, studies, and working papers to the extent practicable.

RESPONSE: See enclosed responses to the Section 1329 Application Standard Data Requests
labeled Appendix A-4.1 (portions CONFIDENTIAL) and the electronic
working documents (i.e., Excel spreadsheets) for all the appraisal filing's
schedules, studies, and working paperc labeled Appendix A4.2 (AUS
Consultants, Inc. ("AUS") on behalf of PAWC) CONFIDENTIAL,
Appendix A-4.3 (Gannett Fleming Valuation and Rate Consultants, LLC
("Gannett Fleming') on behalf of VaIIey Township ("Valley"))
CONFIDENTIAL accompanying the Application.

Appendix A-2



APPENDIX 4.L

(RESPONSES TO DATA REQUESTSI

( PORTTONS CON H DENTTALI



I

Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Rates/Ratemaking

Estimate the potential monthly incremental cost impact on existing and
acquired customers following the actual results of the Buyer's most recently
adjudicated base rate proceeding, whether litigated or settled, allocating the
fair market value of the acquired system according to the Buyer's previously
approved single-tariff pricing model.

a. In the case of a wastewater acquisition, a Buyer that employs a
combined revenue requirement pursuant to 66 Pa. C.S. $ l3ll will
provide information assuming a combined water and wastewater
revenue requirement consistent with its most recent adjudicated base

rate proceeding.

If a Buyer has filed the thirty-day notice of 52 Pa. Code $ 53.45(a),
or has filed a rate case, it should calculate the above using data as

proposed in its upcoming or filed rate case.

Response Please refer to Appendix A-18-d of the Application. The notices contained
in Appendix A-18-d provide an estimate of the cost impact on existing and
acquired customers using the methodology approved by the Commission in
the Settlement of Docket No. A-2019-3006880. For the information
requested in part b of this question, please refer to Attachment 1. This
attachment provides an estimate of potential impacts in a format similar to
that used in Appendix A-18-d, but using the proposed monthly bills,
proposed revenues, proposed Act I I allocation and proposed cost of capital
from the Company's pending base rate case. These amounts have not yet
been approved by the Commission and thus are not used as the basis for the
notices to customers, in accordance with the Settlement referenced above.

Provided by: Rod P. Nevirauskas, American Water Works Seryice Company
Senior Director of Rates and Regulations

b.



Pennsylvanla Amedcan Water Company
Acquisition of Watlr Assets of the Valhy Townshlp
Docket No. A.202G3O19859

Valley Township Water Customers

Water

Rate Class Average Usage

Average Monthly Bill at
Valley Township

Rates at Closing

Potential AveraSe

Monthly Bill
Potential lncreas€

Residential 3458 sallmonth s28.51 ss9.33 530.72 or LO7%

Commercial 23592 sallmonth s170.4s s3s3.s2 s183.07 0r 707%
lndustrial 4045fi) galmonth S3,359.24 S6,987.80 53,518.56 ot 7O7%

PAWC Current Customers

Water

Rate Class Average Usage

Average Monthly Bill

at PAWC Zone 1

Current Rates

Average Bill at PAWC Zone 1

Current Rat6 Adjusted for
Potential lmpact of Acquistion

Potential lncrease

Residential 3458 gaTmonth S5s.91 S5s.98 50.07 or 0.1%

Commercial 23592 saUmonth s345.03 s34s.38 50.35 or 0.1%

lndustrial 4014500 saymonth S4,190.s8 54,t94.77 54.19 or 0.1%

Standard Data Request #1, Attachment 1W
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Pennsylvanh Amerlcan Watcr Company
Acqubltlon of Watrr Assets ot the Vallcy Townshlp
Dod(.t ilo. A.202G3O19t59

VallEy Township Water

Rate lmpact

Total

707.4%

--fFrj:,
Ss9.33

PAWC - Water

Rate lmpact

Total

Rate lmpact

Total

Rate lmpact

Total

0.1%

So.o7

S6s.98

0.1%

534s.38

o.1%___i5_

Rate lmpact

Total

LO7.4%

s183O?

S3s3.s2

-so3s

Rate lmpact

Total

1o7.4%-----ffi
56,987.80

Standard Data Request *1, Attachment 1W
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Residential

Minimum
Charge S28.12

34.58 0.8/tOC 0.49

34.00

s28.51

Zone 1 - Residential

s/8" Service CharEe s18.00

34.58 1.3854 47.9L

s65.91

Service Charre s28.12

236.92 0.E40c L70.45

34.00

s170.4S

Zone 1- Commercial

1 Service Chane S4s.40

150.00 1.3854 22L.66

76.92 1.0136 77.97

236.92

s345.03

lndustrial

Service CharSe s28.12

4.045.00 0.8400 3,369.24

34.00

s3.369.24

Zone 1 - lndustrial

2" Service Charre s203.40

160.00 L.2796 204,.74

3,885.00 0.9736 3,782.44

4,045.m

4,190.58

54,L94.77
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Pennsylvania American Wrter Company
Acqulsitlon of Water Assets of the Vallcry Township
Docket No. A-2020-3019859

Revenue Requlrement lncrease

Rate Base

Rate of Return %

Rate of Return

o&M

Taxes Other

Depreciation

Taxes

Revenue Requirement

$ 7,325,000 Appendix A-11

8.02% See CalculaUons

587,000

362,000

15,000

150,000

180,000

Appendix K

Appendix K

Appendix K

See C.alculations

7,294.000

Add Bulk Water Revenues (46% of per books 2019) L@,220

Valley Townshlp Water Year-l Revenues 703,000 Appendix K

Total Revenue Deficienry (Rev. Req. + Bulk Rev. - Year 1 Rev.) 755,220

Standard Data Request fi1, Attachment 1W
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Pmnsvlyrnia ArnGrlc.n watcr fampany
AcquHtlon of mEr ArseE of thc Vdlc, Towffihlp
Doclct to. A-202G:]01!r859

Summary

ncYCnuc Raoulrtment
Rate Base

Eetax ROR 

'6Pretax ROR

Plus: O&M Expense

Taxes other
Depreciation

Total R6r€ou€ Requirement

lncome Tar CrlcuLdon
Revenues

Less: O&M Erpense

Taxes Other
Depreciation

lnterest

S]r Terable lncome

State lncomeTar Rate

State lncomeTax

FITTaEble lncome

Fade.al hcomeTar Rate

Federal lncomeTar
Total lncome Taxes

lntrr6t
Rate Base

Weithted Cost of Debt

Wastailrter Capital

Structure

z32tm0
10.48%

768,000

362,m0
15,m0

15(r,000

1,291000

1,295,000

362,000

15,000
150,000

1t14,000

6240m
9.919,

62,000

s52,000
2t.wt

118,000
1&,000

7,325,000
t.96%

144,000

$

s

s

s

Cost

Rate

Weighted

Cost

Revenue

Multiplier
Rflenue

Requirement

Lory-Term Debt

Prefened Stock

Common Equity

R.ucou! 'Muldpllcr
Statutory State Tax Rate

Statutory Federal Tax Rite

1-StateTax Rate

Fed Rate limes (l-State Tar Ratel

Efrective Tex Rate

l-EffTax Rate

Reciprocal

43.8896

0.06%

55.05%

1.47?f

8.80t6
10.8096

1.96%

0.01%

6.0596

t.96%
0.01%

8.51%

1.4ffi31
1.40531

8.02,{

Co6t of Equity for Distribution System lmprovement OrarSe (DSlq 9.9016 M-202G!rc19858

c.pital Structure based on PAWC last water base rate case R-2017-2595853 PAWC Statement No. 13, Exhibit tlo. 13-A, Schedule 12.

10.it896

0.(x)99

0.2L

0.9001

0.18!Xr21

0.288921

0.7LL079
1.40631

Standard Data Request rll, Attachment 1W
FbSe 5 of 5



2.

Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Rates/Ratemakinq

If the Buyer has a present intention to increase the acquired system's rates to
a certain level, please state the basis for the targeted rate.

Response: Pennsylvania-American Water Company ("PAWC") will adopt Valley
Township's (Township's) existing rates at closing. PAWC anticipates
moving the acquired system's rates into a PAWC-consolidated rate zone in
future rate proceedings.

Provided by: Rod P. Nevirauskas, American Water Works Seruice Company
Senior Director of Rates and Regulations
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Pennsylvania-American lYater Company
Acquisition of the Township of Valley's \Yater Assets

Section 1329 Application Standard Data Requests

Rates/Ratemakine

Provide the annual depreciation expense using the purchase price/proposed
rate base. If the exact depreciation experse is not available, provide the best
estimate of the annual depreciation expense. Show how the depreciation
expense is calculated.

Response: The estimated annual depreciation expense associated with the purchase
price is $149,715. This amount is calculated as shown below:

Utility Plant in Service (UPIS) at Acquisition: $9,621,564 [Note l]

Composite depreciation rate : 1.56% [Note 2]

Annual depreciation expense: $149,715

Note l: The UPIS at Acquisition represents the depreciation expense based
on the undepreciated value of the utility plant at the $7,325,000 ratemaking
rate base. The UPIS at Acquisition does not include projected additions or
retirements after acquisition.

Note 2: The original cost, depreciation reserve, and remaining life used to
calculate this amount are contained in the AUS Consultants'
CONFIDENTIAL EXCEL file that has been provided in Application
Appendix 44.2.

Provided by: Rod P. Nevirauskas, American Water Works Seryice Company
Senior Director of Rates and Regulations
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Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Rates/Ratemakins

Provide an estimate of the annual revenue requirement of the municipal
systemunder the Buyer's ownership. Provide the assumptions for the annual
revenue requirement, including expected rate of return, expected
depreciation expense, O&M expenses, etc.

Response: The estimated annual revenue requirement of the Township system under
PAWC ownership is $1,261,000. This excludes bulk water revenues
currenfly received by PAWC from Valley Township. Please refer to direct
testimony of Mr. Nevirauskas at PAWC Statement No. 3W, Exhibit RPN-
lW, page 4 of 5, for the assumptions for the annual revenue requirement
shown above.

Provided by: Rod P. Nevirauskas, American Water Works Service Company
Senior Director of Rates and Regulations
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Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

RateslRatemaking

Other than the STAS, does Buyer's current water/wastewater tariff include
any provisions that would fall under "pass-through costs or charges imposed
by the Commonwealth of Pennsylvania"?

Response: No, other than the STAS, PAWC does not have any provisions in its tariff
that would fall under pass-through costs or charges imposed by the
Commonwealth of Pennsylvania.

PAWC's current water tariff includes a Ta:r Cuts and Jobs Act (TCJA)
negative surcharge which resulted from the decrease in the federal tax rate
in December 2017. This surcharge will not be applied to the Township's
customers under PAWC ownership.

PAWC's current water tariffalso includes the Distribution System
Improvement Charge (DSIC). PAWC's Application requests that this
charge be applied to Township customers, subject to inclusion in PAWC's
water LTIIP.

Provided by: Rod P. Nevirauskas, American Water Works Service Company
Senior Director of Rates and Regulations



6.

Pennsylvania-American Water Company
Acquisition of the Township of Valley's lYater Assets

Section 1329 Application Standard Data Requests

RateslRatemakins

Provide a listing of any entities that currently receive free service from the
Seller.

Response: The Township provides free water service to two Township-owned
buildings. The buildings are located at 890 West Lincoln Highway and
I145 West Lincoln Highway. After Closing, PAWC will bill the Township
for water service to these two buildings.

Provided by: Rod P. Nevirauskas, American \ilater Works Service Company
Senior Director of Rates and Regulations
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Pennsylvania-American lVater Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Rates/Ratemakins

In the next rate case, does buyer anticipate including the acquired system in
a combined revenue requirement?

Response: The Buyer anticipates including the Seller's water system in a combined
revenue requirement in the next rate case.

Provided by: Rod P. Nevirauskas, American Water Works Seryice Company
Senior Director of Rates and Regulations
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Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Rates/Ratemakins

If Seller has increased rates in the last year, please state the date of the
increase and provide a copy of the new rate schedule and the total annual
revenues produced under the new rates.

Response: The Township has not increased rates in the last year. The last rate increase
was effective January t,2013.

Provided by: Rod P. Nevirauskas, American Water \ilorks Service Company
Senior Director of Rates and Regulations



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

9

Rates/Ratemaking

Response:

Are there any leases, easements, ffid access to public rights-of-way that
Buyer will need in order to provide service which will not be conveyed at
closing? If yes, identifu when the conveyance will take place and whether
there will be additional costs involved.

It is anticipated that any leases, easements, and access to public rights-of-
way that Buyer will need in order to provide water service will be conveyed
prior to or at time of closing. See also APA Sections 6.05 and 6.06 as well
as Schedule 4.09 attached to the Application as CONFIDENTIAL
Appendix A-24-r, for further details in identifuing all easements and
obtaining any missing easements.

Keith Gabage, Pennsylvania-American Water Company
Senior Manager of Business Development

Provided by:



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Costs/Benefits

10. Provide a breakdown of the estimated tansaction and closing costs. Provide
invoices to support any fiansaction and closing costs that have already been
incurred.

Response: PAWC estimates transaction and closing costs of $441,325 to $656,325.
Please see the chart below for a breakdown of these estimated costs.

Area Amount (Settlement) Amount (Litigation)

LegalServices s3oo,ooo S5oo,ooo
Transfer Taxes S73,250 573,zso
Title lnsurance S2s,ooo Szs,ooo

Engineering Assessment Study 57,gzs 57,925
Customer Notice s4,000 s4,000

Act 12 FMV Valuation S3t,zso 546,250

Total i4/L,3zs s5s6,32s

Refer Appendix A-7 to the Application for a copy of the non-privileged
invoices to support the fransaction costs that have been incurred to date.

Provided by: Rod P. Nevirauskas, American Water Works Service Company
Senior Director of Rates and Regulation



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Costs/Benefits

ll. Please describe known and anticipated general expense savings and
efficiencies under Buyer's ownership. State the basis for all assumptions
used in developing these costs and provide all supporting documentation for
the assumptions, if available.

Response: PAWC's national purchasing power will produce savings for expenses after
ownership. Estimated cost savings include the following:

a. PAWC's confract pricing for pipe: 3TYobelow the market index
b. PAWC's chemical expense: 8.27% savings through negotiated

pricing

Other supply chain benefits include, but are not limited to, reliable and
secure supply channels, improved warranties, price stability, sfrategic
payment tenns, discounting, and supplier responsiveness and support.

PAWC anticipates that additional savings, efficiencies, and synergies will
occur under PAWC ownership of the system, given that PAWC will also be
the wastewater provider in the Township. As both the water and
wastewater provider in the Township, PAWC can avoid duplication of
services. These include, but are not limited to, a single locator responding
to both water and wastewater PA One calls, no equipment duplication, and
reducing the need for subcontacting and outsourcing of distribution system
maintenance and teatment plant lab analysis.

PAWC will also combine water and wastewater charges into one bill saving
costs to prepare, print and mail bills and offer to customers the effrciency of
only one bill to pay.

Under PAWC ownership, customers will experience more convenient and
faster responses to their service requests and faster response times
addressing system emergencies. PAWC also has many on-staff functional
specialists available to be the direct interface with customers supporting
their needs and the water system post-closing that would otherwise be
available to the Township only through the expense of third-party
consultants.



Pennsylvania-American Water Company
Acquisition of the Township of Valley's lYater Assets

Section 1329 Application Standard Data Requests

Additionally, as PAWC completes replacements of distribution mains, it is
expected that the reduction in water loss will lower the water treatnent
cost.

Keith Gabage, Pennsylvania-American Water Company
Senior Manager of Business Development

Provided by:



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Costs/Benefits

t2 Please provide a copy of the Seller's request for proposals (if there was one)
and any accompanying exhibits with respect to the proposed sale of the
system.

Response: See Attachmentl2 - a; Township of Valley's Request for Qualifications
For Water & Sewer System Exploration, dated June 20, 2019.

See Attachment 12 -b; Valley Township Request for Bids, distributed
October 18,2019.

Provided by: Keith Gabage, Pennsylvania-American Water Company
Senior Manager of Business Development



TOWNSHIP OF VALLEY
Request for Qualifications For

Water & Sewer System Sale Exploration

June 20,2OL9



Attachment 12-a

Table of Contents
Poge

1.

2.

3.

4.

5.

5.

Overview of RFQ and Process

Description of the Sewer System

Desffiption of the Water System

RFQ Submission Requirements

Form of Confidentiality Agreement

Disclaimer

1

2

5

8

15

2t



Afrachm ent 12-a

Section L
Overview of RFQ and Process

7.7 Overview of RFQProcess

The Valley Township Board of Supervisors, Chester County Pennsylvania ('Vatld' or 'Township") is

considering a sale of its water and wastewater systems (the "Sale"). The purpose of the Sale is twofold.
First, Valley is looking to generate up-front proceeds which may be utilized to fund long-term needs of the
Township. Second, Valley desires to exit the water and wastewater business and instead focus its
resources and energy on other government functions, while ensuring great service at affordable rates for
its customers in the future.

This Request for Qualifications ("RFQ") is the first step in a potential two-stage procurement process, with
the second step being the Request for Bids ("RFB"). Firms receiving this RFQ shall be referred to herein as

"Prospective Proposers." The purpose of this RFQ is to provide Prospective Proposers an opportunity to
formally express their interest in bidding on Valley's water and wastewater collection, conveyance, and
treatment system assets described in Sections 2 and 3 hereof (the "System"). Prospective Proposers who
fail to respond to this RFQ or whose submissions in response to this RFQ are deemed unqualified cannot
participate in the RFB process and are not eligible for award of the Sale. Prospective Proposers that
express an intent to submit a response to this RFQ will be asked to sign a Confidentiality and Data Room

Usage Agreement ('tonfidentiality Agreement'') and will receive access to an on-line data room which
will provide additional information concerning the System. Qualified Prospective Proposers will also have

the opportunityto conduct additionaldue diligence on the System through (i) System tours and additional
inspections by qualified Prospective Proposer representatives; (ii) management presentations (if
applicable); and (iii) review and discussion of a proposed purchase agreement (the "Purchase

Agreement'') for the System. Following this due diligence process, final and binding proposals will be

submitted in accordance with a RFB to be issued to the qualified Prospective Proposers.

Valley reserves the right to determine in its sole disoetion whether any Prospective Proposer is qualified

to participate in the RFB process. Valley resenres the right to modifu or terminate this RFQ process and/or
the RFB process at any stage if Valley determines such action to be in its best interests. The receipt of
proposals or other documents at any stage of either the RFQ or the RFB process will in no way obligate
Valley to enter into any contract at any time with any party. Valley will not be responsible in any manner
for the costs associated with the submission of any proposals in response to this RFQ, the RFB process or
any subsequent procurement. Valley reserves the right to reject any and all proposals, irrespective of
whether any such proposal is the only proposal received or one of a number of proposals representing
the most favorable transaction terms. Valley may or may not authorize the release of a RFB which would
define the terms and conditions of the Sale in accordance with the tentative schedule provided herein.

llPage



Attachm ent 12-a

Section 2
Description of the Sewer System

2.7 Description of Sewer Assets

Background

Valley Township's wastewater system is comprised of approximately sixteen miles of interceptors, force
mains, and tributary collection sewers divided into three drainage basins as identified below. Each basin

discharges wastewater into Pennsylvania-American Water Company's (PAWC) Coatesville District

wastewater system with treatment at PAWC's Coatesville District Wastewater Treatment Plant.

The Township's collection and conveyance system consists primarily of PVC, asbestos cement, and vitrified
clay sewers; and precast concrete manholes. There are nine sewage pump stations, five of which are

currently owned and operated by the Township. The other four pump stations in the Township are

currently the responsibility of developers, but most are intended to be dedicated to the Township upon

build-out of the respective developments. The original portion of the Township's wastewater system was

constructed in approximately 1970, and wastewater extensions are built with approved new

developments.

There are approximately 3,277 EDUs connected to the Township's wastewater system within the
municipal boundaries as direct customers of Valley Township. There are also three intermunicipal

connections in which wastewater is conveyed through the Township's wastewater system via conveyance

agreements with PAWC.

Pumping Stations

There are nine sewage pumping stations in Valley Township's wastewater system, of which six are in the
Rock Run Basin and three are in the Hayti Basin. There are no pumping stations in the Westwood Basin.

Five of the nine pumping stations are owned and operated by Valley Township. Two pumping stations

are owned and operated by developers and will eventually be dedicated to the Township upon completion

of the respective developments. The Valley View Business Park Temporary Pumping Station is owned and

operated by the developer, but it will not be dedicated to the Township because it is planned to be

eliminated once a permanent pumping station is built in a later phase of the development. The pumping

station at the Coatesville Country Club, located in West Caln Township, will not be dedicated to Valley

Township since it is not located within the Township. See table on following page for details on each of
the aforementioned pump stations.

2lPage



Hlgthrs Corp
CsSrll Townehip Rock Run 150 gpm Dedicated 10,421 42,4fi

Hlgldmd.Gorp.
Gonhrill Dcvrloprr Rock Run 150 gprn

To be
Dedicated

TBD TBD

Gofirvilo
Corrr[]yChlb

Coatcryllh
CountryClub

Rock Run 50 gpm l,lot in
Township

Unknown [Jnloorn

GorffiyRldgl Townrhip Rock Rwr 65 Spm Dedicated 6j24 15,876

RodrRun Townshlp Rock Run 800 gpm Dedicated %2,924 21,076

Hlltuhw Dovolopcr Rock Run 22Ogpm
To be

Dedicated
TBD TBD

YllhyUrw
Budncr Hr Dcvclopcr l'hyti 25 gprn

To be
eliminated in

future
Unknorn Unknovttn

Round Hl[ #l Townshlp Hayti 160 gpm Dedicated 16,628 31,972

Round HUla Townrhip Hayti 40 gpm Dedicated 5,739 5,961

Owner /
Operator

Peak
Capacity

2018 Arnua!
Average

Excess
CapacityPump Station Basin Status

Flow

Projected Development

Attachment 12-a
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Appro\rsd

Appro,Dd
Approrred

Appro,Bd
Appro\red

Appro\red

Exempt
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Exemd
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Ercmpt
Exemfl
Exornpt
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Exernpt
Exernpt
Exernot
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2
I
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2
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I
2
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I
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rdd EDU 1,360 16'(lG365'13€ zr3 2t5

Total
EDU's

Actual Projected New Connections
Total in 5-10 Year
5 ction

DEP StatusDevelopnnnt
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Attachm ent 12-a

Drainage Basins

The Rock Run Basin covers roughly the northern third of the Township. Three Township-owned pump
stations - Rock Run Pump Station, Highlands Corporate Center Pump Station #1, and Country Ridge Pump
Station are located in this basin. Two of the intermunicipal connections are also located within the Rock
Run Basin - the Coatesville Country Club and the Marriott are conveyed into the Rock Run Pump Station,
where they are metered and then pumped into PAWC'S system.

The Hayti Basin covers roughly the central third of the Township. The two Township-owned Round Hill
Pump Stations are located in this basin. All flows are conveyed through a gravity interceptor along W.
Lincoln Hwytothe Charles Street Meter Pit, whereflows are metered priortoflowing into PAWC's system.

The Westwood Basin covers roughly the southern third of the Township. Allflows are conveyed through
a gravity interceptor along Valley Road to the Valley Road Meter Pit, where flows are metered prior to
flowing into PAWC's system. The third intermunicipal connection, from the Strasburg Hunt subdivision in
East Fallowfield Township, is located within this basin.

Operations & Maintenance
Valley Township contracts with M&B Environmental to provide licensed operation services of the
Township-owned sewage pump stations. This contract includes routine operations, scheduled
maintenance, data recording, and maintenance of written logs. There is an emergency generator at each
pump station, and each pump station has an auto dialer to alert Township staff and the contract operator
in the event of a problem.

ln 2018, a few pipe blockages were cleared throughout the Township. The sewer line along Country Club
Road is cleaned quarterly due to ongoing grease issues, which are believed to originate from the Rainbow
Elementary School. The Township plans to evaluate the school's grease pre-treatment system in 2019. A
sewer rehabilitation project to address l/l and structural pipe and manhole deficiencies in the Hayti Basin

is projected for 2019.

Hlstorical Financial Data

2015
Actual

2016
(Actual)

2017
(Actual)

2018
(Unaudited)

OPERATNG RE\ENUES
Sewer rents and installation 2.748,087 2,772.W 2,773,N3 2.869,626

TOTA OPERATT{G REVENUES 2.748,W7 2.772,W 2,773.003 2,869.626
OPERATT{G E)(PENSES

Expenses
Depreciation

TOTA OPERAThIG E)(FENSES

2,282,897 2,532,858 2,48,828 3,281,7il

2,282,897 2,532,858 2,48,828 3,281,7il
O PERATI,|G NCOI,E (LOSS) 465.190 239.186 314.175 U121291

Sou rce: Township Admi nistration
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Section 3
Description of the Water System

3.7 Description of Woter Assets

Background

Valley Township's public water system is supplied by Townshipowned wells and bulk water purchased

from Pennsylvania-American Water Company (PAWC). Bulk water is purchased per PAWC's Water Tariff
for "Other Water Utilities Group A" at four (4) interconnection meter pit locations throughout the
Township. The Township's System is comprised of 4 services areas: 1) Valley Springs, 2) Red Road, 3)

Hillview, and 4) Old Lincoln Highway, as described below.

ServlcesAreas

1. Vallev Sorincs Service Area

Valley Springs (or Mineral Springs) System, is comprised of 3 wells and a treatment and pumping facility,

Mineral Springs Treatment Plant, located just north of the U.S. Route 30 Bypass. Following treatment, the
well water is conveyed from the Plant directly into the distribution system and also into a 15Q0fiI'gallon
elevated storage tower located adjacent to the Meadowbrook development. The Valley Springs System

was originally installed in 1988 to provide water for approximately 5(X) homes. There are now

approximately 822 residents connected to the system. The Delaware River Basin Commission (DRBC) and

PA Department of Environmental Protection (DEP) approved a permit (Permit No. 1588503) in 1988 for
the withdrawal of up to 4500,000 gallons of groundwater per month. The DRBC Water Allocation for the
well system was most recently renewed in 2018.

This service area has an emergency interconnection with PAWC, controlled through a pressure reducing

valve (PRV). This interconnection is provided through the Airport Road Bulk Meter Pit, located at the

intersection of Airport Road and West Lincoln Highway. The Chester County Airpo6 multiple commercial

and institutional uses, and several residences are serviced by this purchased-interconnect water upstream

ofthe PRV.

2. Red Road Service Area

The Red Road Service Area is located on the south side of Valley Township, along Valley Road to the west

of Mount Carmel Road. This service area is fed solely by an interconnection to PAWC at the Red Road

Bulk Meter Pit at the north end of Red Road. The system services the Valley Crossing; Springbrook Village,

and Timberlane residentialdevelopments; residences along and adjacentto Valley Road; residences along

Mount Carmel Road; and 2 businesses on Red Road. Approximately 300 residences and 2 businesses

within Valley Township are connected to this system. The water main runs south along Mount Carmel
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Road and supplies water to neighborhoods in East Fallowfield Township. The water into East Fallowfield
is metered by a deduct meter at the township line. Valley Township has no customers beyond the
Township line.

3. Hillview Service Area

The Hillview Service Area consists of the Hillview development on the east side of SR 82. There are 513

customers connected to the system, including residences and community facilities. This service area is

fed solely by an interconnection to PAWC at the Hillview Bulk Meter Pit along the Valley-Caln Township

line. There are no agreements limiting the usage through this meter.

4. Old Lincoln Highwav Service Area

TheOld Lincoln HighwayServiceAreaconsistsof residencesalongOld Lincoln Highway,offof WestLincoln

Highway, near the Township border with the City of Coatesville. There are 6 residences and 1 business

connected to this system. This service area is fed solely by an interconnection to PAWC at the Old Lincoln

Highway Bulk Meter Pit. There are no agreements limiting the usage through this meter.

Townshlp Owned Wells

The three wells (V-1, V-2 and V-4) were drilled in 1987. The pumps and motors have been replaced

numerous times since their original installation. Wells V-1, V-2, and V-4 supplied approximately
34,338,621gallons (approximately 94078 GPD) of water into the distribution system in calendar year

2018. The pump house and wells are located within the drainage basin of the Rock Run creek between
Mineral Springs Road and the U.S. Route 30 Bypass. The wells are equipped with electric submersible
pumps with manual shut-off switches located within the well house. The well covers are equipped with a

vent which can be removed manually to serve as an observation port.

1. WellNo. V-1

The production wel! was drilled on April 10,1987 to a depth of 220 feet. The well is cased with 6-inch

steel casing to a depth of 62 feet and grouted into bedrock. The pump intake is set at a depth of t77 feet.
The groundwater intake was measured at 82,020 GPD in production testing performed at the time of
original installation. However, based on drawdown testing performed in 2O!2, the pump capacity is

currently 22 gallons per minute. The well is permitted at 33,333 GPD. This well supplied approximately
3,049,950 gallons (8,356 GPD) of water to the Township in calendar year 2018.

2. WellNo. V-2

The production wellwas drilled on July 20,1987 to a depth of 310 feet. An 8-inch steelcasing was installed

to a depth of 50 feet and was grouted into bedrock. The well was rehabilitated in 20t2, and the well depth

is now 125 feet with the pump intake at a depth of 107 feet. Based on drawdown testing performed in

2012, the pump capacity is 19 gallons per minute. The well is permitted atL6,567 GPD. This wellsupplied

approximately 3,758,200 gallons (10,296 GPD) of water to the Township in calendar year 2018.

3. WellNo. V-4

The production well was drilled on September 29,1987 to a depth of 285 feet. The well was cased with

8-inch steel casing to a depth of 37 feet and grouted into bedrock. The pump intake is set at a depth of
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250 feet. Based on production testing performed at installation, the pump capacity is 108 gallons per

minute, with the groundwater intake measured at 155,520 GPD; the well is permitted at 100,000 GPD.

This well supplied 27,530,47L gallons (75,426 GPD) of water to the Township in calendar year 2018.

Treatment Plant & Storage Tank

The Mineral Springs water treatment plant was constructed in 1988. !t is a 49-foot by 22-foot l1.,O78

square feet footprint) building including a garage which houses an emergency generator and bulk caustic

soda tank; the chlorine contact well water tank is located underneath the building. The building contains

2 booster pumps (+/-150 GPM), pump controls, treatment tanks and chemicalfeed pumps and necessary

piping and valves. Additionally, there is a meter for each well and a finished water meter inside of the

building. The chemical feeds consist of chlorine, caustic soda and a sequestering agent, although the

sequestering agent is not currently in use.

The pump station (including wells) is located on a 5.4-acre Township-owned parcel.

The 9Gfoot, 150,000-gallon elevated storage tank was constructed in December 1988 and refurbished in

2009. The rehabilitation improvements consisted of interior and exterior modifications. The interior

modifications included the following: cleaning and painting of the interior wet and dry tank, installation

of stainless steel flexible cable safety climb on wet/dry ladders, removal/replacement of insulation on

inlet/discharge pipe, installation of rubber insulator between "U" bracket and overflow pipe and

replacement of light bulbs. The exterior modifications included the following: cleaning and painting of
exterior tank, installation of air gap and flapper gate in overflow pipe, replacement of FAA light and bulbs,

replacement of missing grout and application of elastomeric sealant. An additional modification included

the installation of 4-inch bed of washed %-inch stone in tank base floor. There is a T-Mobile antenna

system on the tank, which is controlled by a lease agreement.

The storage tank is located on 2 Township-owned parcels (12,505 square feet).

The plant and storage tank are equipped with a PRIMEX icontrolo SCADA system.

Hlstorical Flnancial Data

2o15
Actual

2016
(Actual)

2017
(Actual)

2o18
(Unaudited)

OPERATT.IG REVENT'ES
665,371 682,994 689,445 727,W

TOTA OPERATNG RE\ENUES 665,371 682,994 689,445 727,3ffi
OPERATING E)(PENSES

Elpenses
TOTA OPERATING E)(FENSES

598,205
598,205

665,030
665,030

637,868
637,868

ffi3,721
683,721

OPERATING INCOI,E [OSS) 67 166 17 .964 51 577

TlPage
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Section 4
RFQ Submission Requ irements

4.7 Qualification Requirements and Evoluation Criteria

This RFQ is open to Prospective Proposers who seek qualification to submit a proposal to purchase the

water, wastewater, or both Systems. Qualification will be based on a determination by Valley, in its sole

discretion, that the Prospective Proposer meets the requirements highlighted in this RFQ. Valley will
assess each respondent's qualifications in the areas of experience and technical and financial capability.

There will be no restriction as to the number of Prospective Proposers that may qualify under this RFQ.

Certain Prospective Proposers may find that forming a team with partners will enhance their ability to
meet the requirements of this RFQ. A team may consist of a prime/subcontractor relationship, a

partnership or a joint venture, or any other arrangement that is legally binding under the laws of the

Commonwealth of Pennsylvania. No change in the composition of a team after the RFQ process is

complete shall be permitted without the prior consent of Valley.

Valley's evaluation will be based on the following criteria:

PROPOSER STRUCTURE

To qualify, the Prospective Proposer or with its partner(s) must demonstrate sufficient team structure
with respect to the following areas:

1. Adequacy of proposed team structure to provide sufficient assurance that all technical and

financial obligations will be met.

2. Adequacy of definition of roles and responsibilities of team members and key personnel.

3. Adequacy of disclosure of controlling interests and team integrity.

TECHNICAL CAPASUTY

To qualify, the Prospective Proposer must demonstrate technical capability with respect to the following

areas of expertise:

1. Successful operation and maintenance of water and/or wastewater systems.

2. Customer service improvements and enhancements.

3. Customer safety, security, and environmental responsibilities.

4. Ability to execute an efficient, timely and seamless transition plan.

5. Capability to undertake required capital improvements.

6. Ability to offer other system enhancements with a demonstrated knowledge of technologies.

Flnancw- CaPABILITY

To qualifo, the Prospective Proposer must demonstrate financial capability with respect to the following
areas:
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1. Financial capability to make any upfront payment and undertake other commitments required

under the Purchase Agreement.

2. Financial ability to maintain and upgrade the System.

3. Adequate sources of operating capital.

4. Ability to secure financing.

5. Ability to finance future system expansion.

4.2 Formot ond Required lnformation

All RFQ submissions should follow the format outlined below. The written proposal shall be bound and

prepared on 8-Lf 2" x 11" paper. A limited number of L7" x 17" fold-out sheets for exhibits are acceptable.

All pages are to be sequentially numbered. Unnecessarily elaborate proposals are not being sought.

Elaborate artwork, expensive paper and binding, and expensive visual and other preparation aids are

neither necessary nor desirable. Any concerns with providing the required information should be

communicated to the Advisor Representatives (as defined below) in a prompt manner.

A. Cover Page (to include identification of all team members)

B. Cover Letter (2 pages maximum)

C. Table of Contents

D. Executive Summary (optional) (1 page maximum)

E. Proposerlnformation

l. Description of Prospective Proposer: Provide a description of the team, including a

description of all team members and the anticipated legal relationship (governance and

capital structure) among the team members (e.g., partners, shareholders, members,

operators, subcontractors, etc.) as appropriate. All equity investors should be identified.

ll. Roles of Team Members and Key Personnel: Briefly outline the roles of the team members

and key personnel. ln doing so, please ensure that all the requirements as detailed in

Section 3.1 are addressed.

lll. Operator: Specifically identify the entity or entities that will act as operator of the System

after the proposed Sale.

lV. Contact Person: Provide a single contact person for all future communication between

Valley and the Prospective Proposer. Please identify the contact person's name, title,
organization, address, telephone number, fax number, and email address.

V. Controlling lnterest: ldentifo the individuals or companies who hold a major or controlling

interest in each team member.

Vl. Expected Advisors: ldentify the companies and individuals who are expected to act as

legal, financial, or other advisors for the team.

Vll. Comparable Projects: Provide a list of comparable projects in which team members have

participated. Prospective Proposers should specify how these comparable projects relate
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to the proposed Sale, their specific role(s) on these other projects, and the extent to which
team members have worked together in prior projects.

Vlll. Provide at least three references, if available, in which the team or team members have

experience with water and/or wastewater system purchase contracts, as applicable, with
government entities. lnclude each reference's organization, title, e-mail and phone

number.

F. Technical Capability. Prospective Proposers must address the following areas with respect to
technical capability:

l. Operations and Maintenance Expertise: Prospective Proposers must provide evidence

demonstrating their ability to operate and maintain facilities similar to the System.

Specifica lly, Prospective Proposers shou ld have:

a. substantial water and/or wastewater system maintenance and operation

experience. !n particular please provide your most recent geographically

relevant Consumer Confidence Report as well as Water Quality Management

Report.

b. advanced knowledge of water and/or wastewater system maintenance, repair,

construction, and practical application of equipment and materials in water

a nd/or wastewater system operations.

c. demonstrated understanding in water and/or wastewater system aging

behavior to assess and determine the applicability of remedial maintenance

action.

d. all the capabilities necessary to successfully operate and maintain the System

including water and/or wastewater fee management and operations,

administration, marketing and public relations.

ll. Customer Service: Prospective Proposers must demonstrate their commitment to
achieving the highest standards of customer service and satisfaction. Specifically, the
Prospective Proposer must highlight its experience and qualifications providing excellent

customer service to the public using its water andlor wastewater services. Additionally,

as a pre-requisite, the Prospective Proposer will be expected to provide a plan to execute

a seamless transition to Prospective Propose/s operations while maintaining the highest

standards of customer service.

!ll. Safety and Security: Prospective Proposers must demonstrate their ability to address and

resolve safety and security issues. Specifically, the Prospective Proposer should have:

a. knowledge of water and wastewater system safety and security techniques and

methodologies.

b. experience in emergency response support.

lV. Capital tmprovements. Prospective Proposers must demonstrate their ability to efficiently
undertake prudent capita! improvements to the System. Prospective Proposers must

demonstrate expertise in relevant engineering standards, specifications, policies,

practices, and processes.

G. Financial Capability. Prospective Proposers should address the following areas with respect to
financial capability:
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l. Financial Capacity to Make Upfront Payment, Maintain the System. Prospective

Proposers must demonstrate theirfinancial capacity to pay the upfront consideration and

to maintain the System. To demonstrate sufficient financial capacity, the primary equity
providers and operators must provide copies of audited financial statements for the past

three years, together with any other relevant financial information. lf audited financial

statements cannot be provided, team members should provide enough financial

information to demonstrate that they have the financial resources to successfully execute

a project ofthis nature and scope.

ll. Ability to Raise Financing. Prospective Proposers must provide specific evidence

demonstrating their ability to raise financing for a purchase of this nature and scope.

Specific factors that will be assessed include:

a. capability of issuing debt and raising equity in the current capital market.

b. the number and size of past relevant transactions.

c. specific experiences on past relevant transactions.

H. Confidentiality and Data Room Usage Agreement. Prospective Proposers must submit any

proposed revisions to the Confidentiality Agreement for Valley approval prior to signing the

required Confidentiality Agreement exhibited in Section 5. Prospective Proposerc are asked to
submit a signed Confidentiality Agreement on June 14 along with their intent to respond to this

RFQ. Prospective Proposers will then be given access data room.

Should the submission contain proprietary data which the Prospective Proposer does not want disclosed

for any purpose other than evaluation of qualifications, Valley will entertain requests for non-disclosure

provided the firm identifies the appropriate sections/pages of the submission and the reason for doing

so. However, Prospective Proposers are advised that Valley is subject to the Pennsylvania Right to Know

Law (the "RTKL") and the provisions of the RTKLgovern the release or retention of information submitted

to Valley. Valley's decision with respect to this issue will be final.

Valley reserves the right to request a meeting or additional information from any Prospective Proposer at

any time if it determines, in its sole discretion, that such information is necessary for consideration of the

Prospective Proposer's qua lifications.

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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4.3 Advisors ond Consultants to Valley

The following firms are serving as advisors or consultants to Valley (collectively, the 'Valley Advisors") and
are not able to provide service to any Prospective Proposers or participate as members of any team:

Township Solicitor: Unruh Turner Burke & Frees

FinancialAdvisor: PFM FinancialAdvisors, IIC

Valley Engineer: Pennoni

SpecialTransaction Counsel: Dilworth Parcon LLP

Prospective Proposers may not rely on any of the foregoing firms for this RFQ, in determining any course

of action in relation to the proposed transaction or othenlrise, and are advised to seek their own

independent financial and legal advice with respect thereto. Prospective Proposers are required to
disclose any conflicts of interest with respect to the parties listed above.

4.4 Registrotion ond Submission lnstructions

Prospective Proposers that antlcipate responding to this RFQ must indicate whether they are interested

ln thc Townrh$s wttGr rpt m, westrnfl*Gr syrtem or both by June 27,2OLg by providing contact

information via e-mail to thc Valley Procurement Rcpresentative listed below with a copy to the Advisor

Representativcs listed balow. Providing contect infiormation will enable Valley to contact the Prospective

Proposer if necessary to amend this RFQ or for any other reason.

AllconbctsltottldbGdrcctGdmUto$c@llstedbelow.ProspectlveProposerc
rhouH not oont ct.ny offrdals or ct ff .t V.llcy rqarding thls RFQ.

Advisr Represcntotives: PFM Finoncial Advisors LLC

Scott Shearer
Managing Dircctor
Phone: (7171232-2723

shearers@ofm.com

John Frcy

Director
Phone: 17171 232-2723
frcvi@ofin.com

Benjamin Kapenstein

Senior Analyst
Phone: (717l.232-2723
kaoensteinb@ofm.com

Garrett Moore
Senior Analyst
Phone: (7171232-2723
mooree@ofm.com

P rxu re np nt Rcp rc e nto tiv c :

Carol lewis
Township Manager

890West Uncoln Highway

Coatewillc, PA 19320
manager@val lewownshi o.org
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To respond to thls RFQ, interested parties must dcllver to the addresses below an electronic copy of the
RFQsubmission and 5 hard copies of the RFQ no later than noon EDT on July 11, 2019.

Electronic copies should be scnt to cach of thc following email addresses:
shearers@pfm.com
frevi@pfm.com
kaoensteinb@ofm.com
mooreg@ofm.com

Hard copies should be sent to the following address

PFM Financial Advisors, LLC

C/O Garrett Moore
213 Market Street, Ste. 3

H a rris bu rg, P A t7 t0l-204/-

4.5 RFQ Evoluotion Process

Upon submission of the qualification documents, Valley staff and its Advisors (and any other persons or

entities determined by Valley in its sole discretion) will evaluate each Prospective Proposer based upon

the information provided in response to Section 4.2. Submissions will be evaluated in their entirety on a

Pass/Fail basis. lf a Prospective Proposer is notified that it is not qualified to participate in the RFB process

or to continue to participate in the RFQ process, it may request reconsideration by writing to the Advisor

Representatives within five (5) calendar days of receipt of the Notice, setting forth in writing the reasons

the determination should be reconsidered. The Advisor Representatives will notifo the Prospective

Proposer of a final determination within a reasonable time after receiving the request for reconsideration.

The ultimate decision will be final and conclusive regarding this RFQ. ln the event of a request for
reconsideration, if there is no response provided within 5 business days, the request shall be deemed

denied.

Valley reserves the right to modify or terminate this solicitation and pursue alternative options at any

stage if it determines such action to be in its best interests.
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4. 5 Te ntotive Tro n saction Sch ed u le

Prospective Proposers who are deemed qualified by Valley, in its sole discretion, will be asked to
participate in further due diligence as described in Section 1.1, and to ultimately provide final and binding
proposals to Valley in order to purchase the System. Upon receipt of final proposals, Valley will make its

selection. The approximate timing of this transaction will be as follows. This timeline is subject to change.

June 20, 2019
Request for Qualifications (*RFQ")
release

June 27, 2019

Prospective proposers indicate
intention to respond, sign
Confidentiality Agreements, open
dataroom

July 11,2019 Receive RFQ responses

By July 19, 2019 Qualify bidders

July / August 2019 Management Meetings and Asset
Tours

August - October 2019

- Negotiate Transaction documents
with Bidders

- Release first draft of the Asset
Purchase Agreement(s) ("APA")

Late October 2019 Release final transaction documents
with Request for Bids ('RFB")

Late November 2019 Receive RFB responses

Late Novcmber 2019 Best and Final Offer ('BAFO')
submission (if applicable) and award

December 2019 Board approval of transaction (official
award)

TBD Finane Close - varies based on type
of transaction and winning bidder

Tentative Timeline
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Section 5
Confi dentiality Agreement

5.7 Form of Confidentiolity Agreement

CONFIDENTIAUTY AND DATA Rq)M USAGE AGREEMENT

This Confidentiality and Data Room Usage Agreement ("Agreement") is made as of this _ day of
2019, by and between the ValleyTownship ('Township"), and

business entity type and State of formationl (the "Receiving Party").
a(n)[insert

Valley agrees to disclose to the Receiving Party certain information through a secure, virtual data
room. The virtualdata room willcontain Valley information, which may include but is not limited to, user
statistics, financial data, statistical data, and existing equipment. The Receiving Party agrees to access the
virtual data room under the following terms and conditions.

1. Confidentialiw. Subject only to the provisions of paragraph 2 below, the Receiving Party

wil! not disclose any Confidentia! Information (as defined below) received from Valley to anyone except
employees of the Receiving Party and those members of the Receiving Party's "proiect team" ('Team

Members") with a need to know who have been informed by the Receiving Party of the confidentiality of
such information. The Receiving Party agrees that it and its Team Members will use such information only
for the purpose of preparing the Receiving Party's submittal in response to Valley's Request for
Qualification (the "RFQ") and Request for Bids (the "RFB"). Upon the completion of the RFB process, or
at such time if earlier that the Receiving Party decides that it does not wish to pursue the RFB process

further, the Receiving Party acknowledges and agrees that its access to the virtual data room shall be

terminated and it further agrees to destroy all copies of Confidential Information in its possession, as

directed byValley.

a. "Confidential lnformation" shall be all information disclosed, in writing, orally,
visually, electronically or othenrise, by Valley to the Receiving Party, including all documents, data

and/or information contained in Valley's virtual data room.

b. With respect to the Confidential lnformation, the Receiving Party specifically
agrees to and shall cause all its Team Members to:

Protect and preserve the confidential and proprietary nature of all
Confidential lnformation and the information contained therein;

Not disclose, give, sell or othennise transfer or make available, directly or
indirectly, any Confidential lnformation or the information contained
therein to any third party for any purpose, except on a need to know
basis as is reasonably necessary for evaluation by advisors, consultants or
agents of the Receiving Party or potential investors or other financing

t.

lt.
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sources who have been informed by the Receiving Party of the
confidentiality of such information, or othenvise as explicitly permitted
in advance in writing by Valley;

ilt. Not use, transcribe or make records or copies of the Confidential
lnformation except as necessary to prepare the Receiving Party's
submittalto the RFB;

Limit the dissemination of the Confidential lnformation within the
Receiving Party's own organization and within the organizations of any
reasonably required advisors, consultants, agents, potential investors or
other financing sources, to those individuals whose duties justify the
need to know the Confidential lnformation, and then only provided that
there is a clear understanding by such individuals of their obligation to
maintain the confidential and proprietary nature of the Confidential
!nformation in accordance with this Agreement;

Notify Valley immediately of any loss or misplacement of Confidential
lnformation, in whatever form; and

Promptly advise Valley if it learns of any unauthorized use or disclosure
of the Confidential lnformation. ln addition, the Receiving Party agrees
to cooperate fully and provide any assistance necessary to protect
against the unauthorized use or disclosure of such Confidential
lnformation.

2. Exceotions. Notwithstanding the provisions of paragraph 1:

a. The Receiving Pafi's obligation with respect to keeping the Confidential
lnformation confidential and with respect to the use of Confidential lnformation shall terminate
with respect to any part of such information which is or becomes generally available to the public
or which ceases to be confidential through no fault of the Receiving Party.

b. The Receiving Party shall not be precluded from disclosing or making any use

whatsoever of any information which it can show was in its possession prior to the disclosure
made by Valley or which subsequently comes into its possession from a source independent of
Valley, which source was not, to the knowledge of Receiving Party, under any obligation of
confidentiality to Valley, or which was independently developed by the Receiving Party.

c. For the purpose of keeping confidential the Confidential lnformation received by
it, the Receiving Party agrees that it shalltreat al! such Confidential lnformation with no less than
the same degree of care to avoid disclosure to any third party as the Receiving Party employs with
respect to its own proprietary and confidential information.

d. ln the event that the Receiving Party is ordered by a court of competent
jurisdiction to release to a third party or to a court of competent jurisdiction any of the
Confidential lnformation provided by Valley, the Receiving Party may release such Confidential
lnformation provided, however, that the Receiving Party promptly notifies Valley of such legal

tv

v.

vl

16 lPage



Attachment 12-a

actioninadvanceofthereleaseofsuchConfidentiallnformation. Valleyshallhave,totheextent
provided by law, the opportunity to contest such legal action seeking release. Nothing contained
herein shall be deemed to require the Receiving Party to disclose Confidential Information.

3. Accessins the Virtual Data Room. Within a reasonable time after both parties execute
this Agreement, the Receiving Party will receive usernames and passwords to access the virtual data room.

4. Rules of Use. The virtual data room and all content within the virtual data room may not
be copied, reproduced, republished, uploaded, posted, or transmitted except for which the print or
download capability has been enabled or indicated in the virtual data room by Valley; provided, however,
that Valley grants the Receiving Party non-exclusive, non-transferable, limited permission to access and
display the Web pages within the virtual data room, solely on a computer or computers owned and
operated by the Receiving Party. All materials contained within the virtual data room that are made
available for downloading, access, or other use shall constitute Confidential lnformation and shall be
governed by the terms of this Agreement.

5. lndemnification. The Receiving Party agrees that its compliance with this Agreement is of
utmost importance and, accordingly, the Receiving Party agrees to indemnifo, defend and hold harmless
Valley and any third party (only to the extent a breach of this Agreement by the Receiving Party affecs
the proprietary rights of such third party) with respect to any claims, losses, damages and expenses
(including reasonable outside attorney's fees) which are attributable to or arise out of the Receiving

Party'sandortheTeamMembers'breachofthisAgreement. TheobligationsoftheReceivingPartyunder
this Agreement and the indemnification provisions provided herein shall survive termination of this
Agreement. Further, the Receiving Party agrees that Valley nor any official, trustee, officer or employee
thereof shall have any liability to the Receiving Party or any person asserting claims on behalf of the
Receiving Party as a result of any matter associated with the transactions contemplated hereby, except in

the case of willful misconduct of such party (and such exception shall apply only as to such party) or gross

negligence, which is the sole cause of such claims, losses, damage and expenses, except as may be
provided in the finaldefinitive agreement regarding a transaction with respect to the RFB between Valley
and the Receiving Party.

5. lnsider Tradine. The Receiving Party acknowledges that it is aware that United States

securities laws prohibit any person who has received from an issuer material, non-public information
concerning the matters which are the subject of this confidentiality agreement from purchasing or selling
bonds or other securities of such issuer or from communicating such information to any other person

under circumstances in which it is reasonably foreseeable that such person is likely to purchase or sell
such bonds or other securities.

7. Disclosure relatine to nesotiations or transaction status. Except as may be required by
applicable law, without the prior written consent of Valley, the Receiving Party and its agents and

employees shall not disclose to any person (including, without limitation, any person or entity directly or
indirectly bidding on, or otherwise involved in, the transactions contemplated hereby) either the fact that
discussions, negotiations or exchanges are taking place concerning possible transactions between Valley

and the Receiving Party or any of the terms, conditions or other facts with respect to any such possible

transaction, including the status thereof and the Receiving Party's potential participation therein.
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8. Waiver. No failure or delay by Valley in exercising any right, power or privilege hereunder
will operate as a waiver thereof, nor will any single or partial exercise thereof preclude any other or further
exercise thereof or the exercise of any other right, power or privilege hereunder.

9. Disclaimer of Warranw. All Confidential tnformation is provided "as is." Valley does not
make any representation or warranty, either express or implied, as to its quality, adequacy, completeness,
accuracy, fitness for a particular purpose, sufficiency or freedom from defects of any kind. Valley shall not
be liable in damages of whatever kind as a result of the Receiving Party's reliance on or use of the
Confidential lnformation provided hereunder, except as may be provided in a final definitive agreement
regarding a transaction with respect to the RFB between Valley and the Receiving Party.

10. Remedies. The Receiving Party acknowledges that the breach of any of the covenants or
agreements contained in this Agreement on the part of the Receiving Party andlor its employees will
result in irreparable harm and continuing damages to Valley, and that Valley's remedy at law for any such

breach or threatened breach would be inadequate. Accordingly, in addition to such remedies as may be

available to Valley at law or in equity, in the event of any such breach, any court of competent jurisdiction

may issue an injunction (both preliminary and permanent), without bond, enjoining and restricting the
breach or threatened breach of any such covenant, including, but not limited to, an injunction restraining
the Receiving Party andlor its employees from disclosing, in whole or in part, any Confidential
tnformation. The Receiving Party shall pay all of Valley's costs and expenses incurred in enforcing such

covenants.

11. Ownership. Confidential lnformation disclosed hereunder shall be and remain the
property of Valley. No Iicense, right title or interest is granted herein, directly or indirectly, by implication
or otherwise, to the Confidential lnformation by virtue of Valley disclosing said Confidential lnformation
to the Receiving Party, except such license or other rights as may be mutually and expressly agreed upon

between the parties by separate written agreement.

L2. Notice. Whenever notice is required to be given pursuant to this Agreement, the same

shall be in writing, and either personally delivered, sent by a nationally recognized overnight delivery
service, postage prepaid, or sent via United States certified mail, return receipt requested, postage

prepaid, and addressed to the parties at their respective addresses as set forth on the signature page of
this Agreement, or at such other addresses as any party, by written notice in the manner specified above

to the other party hereto, may designate from time to time. All notices shall be deemed to have been
given upon recelpt (or refusal of receipt) thereof.

13. Parties. This Agreement inures to the benefit of Valley and is binding upon Valley and the
Receiving Party, and their respective successors and assigns. This Agreement shall not be construed to
recognize or create a joint venture, partnership, or other formal joint business or agency relationship.

L4. Governing Law and Venue. This Agreement will be governed by and construed in
accordance with the laws of the Commonwealth of Pennsylvania applicable to agreements made and to
be performed within such State without regard to the conflict of laws principles thereof. Any dispute
arising out of this AgreemenL if litigated, shall be resolved by a state or federal court in Montgomery
County, PA, and the parties hereby consent to the jurisdiction of such court.

15. Severabilitv. ln the event any provision of this Agreement is found to be invalid or
unenforceable by a court of competent jurisdiction, the remainder of this Agreement shall not be affected
thereby, the provisions of this Agreement being severable in such circumstances.
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16. Entire Agreement. This Agreement (a) constitutes the entire agreement and supersedes
all written and oral communications between the parties relating to the subject matter hereof, and (b)

may be modified or amended only by a written instrument specifically stating that it modifies this
Agreement, signed by the parties hereto.

t7. Counteroarts. This Agreement may be executed in any number of counterparts, all of
which taken together shall constitute one and the same document.

18. Survival of Oblisations, Termination. The obligation of the Receiving Party and Valley
concerning confidentiality and non-use under this Agreement shall survive the termination of this
Agreement for a period of three (3) years from the date of termination. Either Receiving Party or Valley
may terminate this Agreement any time upon written notice to the other party.

lN WITNESS WHEREOF, Valley and the Receiving Party have executed this Agreement as of the
day and year first above written.

RECEIVING PARW

By:

Name:

Title:

Address for Notices:

Facsimile ( )

19 lPage



ValleyTownship

By:

Name:

Title:

Address for Notices:

Facsimile ( )_

REMAINDER OF PAGE INTENTIONALLY LEFT BIANK
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Section 6
Disclaimer

6.7 Discloimer

This RFQ has been prepared for informational purposes relating to the proposed transaction only and

upon the express understanding that it will be used solely for the purposes set forth herein. This RFQ is

based on information provided by Valley and other sources believed to be reliable; however, such

information is not guaranteed as to accuracy or completeness and is not to be construed as a
representation or warranty of Valley or its Advisors. This RFQ does not purport to be all-inclusive or to
contain all the information that a Prospective Proposer may desire in investigating the System. Neither
Valley nor any Valley Advisor (collectively, the "Project Team") makes any express or implied
representation or warranty as to the accuracy or completeness of the information contained herein or
made available in connection with any further investigation of the System (the "lnformation"). Each

member of the Project Team expressly disclaims any and all liability which may be based on the
lnformation or any errors contained therein or omissions therefrom. No other person has been authorized
by Valley to provide any information with respect to the proposed transaction or the System other than
the lnformation, and, if given or made, such other information must not be relied upon as having been

authorized by Valley. In furnishing this RFQ no member of the Project Team undertakes any obligation
to provide any Prospective Proposer with access to any additiona! information. A Prospective Proposer

that ultimately enters into a final and binding Purchase Agreement with Valley shall be entitled to rely
solely on the representations and warranties made to it by Valley in any such final and binding Purchase

Agreement.

This RFQ shall not be deemed an indication of the state of affairs of the System or Valley nor shall it
constitute an indication that there has been no change in the business or affairs of the System or Valley

since the date hereof. The information and expressions of opinion contained herein are subject to change

without notice, and neither the issuance of this RFQ nor any transaction that may be consummated
pursuant to the RFB process shall, under any circumstances, create any implication that there has been

no change in any of the information contained herein since the date hereof or the date as of which such

information is given, if earlier.

REMAINDER OF PAGE INTENTIONALLY LEFT BTANK
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VALLEY TOWNSHIP REQUEST FOR BIDS

Distributed: October 18, 2019

Proposals Due: November 18r 2019

I. GENERAL INFORMATION FOR THE PROPOSER:

This Request for Bids ("RFB") is being provided to your team bythe Township of Valley, Chester
County ("Valley" or the "Seller") to solicit a final, binding proposal (the "Proposal") to enter into
the Asset Purchase Agreements (the "APAs" or the "Agreements") for the sanitary sewer
collection and conveyance system, and the water treatment and distribution system (together the
"Systems" or the "Water and Sewer Systems"). Valley has engaged PFM Financial Advisors
LLC ("PFM" or the "Advisor") as an advisor in conjunction with the proposed System sales
(the "Transaction").

The assets included in the Transaction are described in more detail in each of the APAs. The final
version of the Agreements will be posted in the data room and labeled "Binding Proposal,
Execution Copy'' for clarity. Except for removing relevant bracketed information and filling in
blanks, and except as otherwise provided herein, no changes will be permitted to the APAs prior to
signing.

All recipients of this RFB submitted responses to the Request for Qualifications for Water & Sewer
System Monetization dated June 20, 2019 (the "RFQ") and were determined to be eligible for
consideration in moving forward with the proposed transaction process ("Pre-Qualified
Proposers"). The Pre-Qualified Proposers were subsequently provided with the opportunity to
conduct additional due diligence on the Systems assets included in the Agreements, including (i)
access to an online data room, and (ii) meetings with Valley representatives and advisors. kt
addition, Valley solicited feedback on drafts of the Agreements.

2. SYSTEMS DESCRIPTION:

All assets owned by the Seller comprising the Systems are set forth in Section 2.01 of each of the
APAs.

3. INFORMATION REQUIRED FROM PROPOSERS AND SELECTION
CRITERIA:

All Pre-Qualified Proposers eligible to respond to this RFB were deemed eligible to move
forward based on their demonstrated technical and financial qualifications detailed in their response
to the RFQ. All Pre-Qualified Proposers who submit a response to this RFB ('?roposers") must
comply with the requirements set forth in this document for submitting a Proposal. Provided that
the Proposal requirements are met and the Proposer is found to remain qualified, responsible and
responsive, the award of the Agreements will be based on the amount of Purchase Price included
as part of Proposal Form 6. In accordance with 62 Pa.C.S. $513(d), the contents of Proposals

will not be publically disclosed at the time of opening of the Proposals.

Each Proposal shall be in writing and formatted in accordance with the following outline:

Section 1.0 Executive Summary

Proposal Form l: Transmittal Letter
1
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Proposal Forrn 2: Non-Collusion Aflidavit

Section 2.0 Project Team and Technical Capability Information

Proposal Form 3: Statement of Ownership - Proposer

Proposal Form 4: Operator Information

Proposal Form 5: Contract and Lobbyist Disclosure

Section 3.0 Business Proposal

Proposal Form 6: Business Proposal

4. SI.]BMISSION INSTRUCTIONS AND REQUIREMENTS:

One (1) original and two (2) hard copies of the Proposal shall be submitted, with the original copy
of the Proposal clearly marked as the original and must contain the original signature forms and
other original documents. All packages shall be seakd and clearly marked with the legend:

"RESPONSE TO VALLEY WATER & SEWER SYSTEMS RFB.' In accordance with Section
8 of this RFB, the contents of the Proposal will not be made public until after the award of a
contract. The Proposal shall be submitted in a sealed envelope or package addressed to:

PFM Financial Advisors LLC
c/o John Frey

213 Market Street
Mail Room Third Floor
Harrisburg, PA 17101

THE SEALED PROPOSAL MUST BE RECEMD NO LATER THAN 2:00 P.M.
EASTERN TIME ON NOVEMBER lE,2019.

2
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To the extent there are any questions regarding delivery of the Proposal, please contact John

Frey at freyj @pfm. com/l 17 -232-27 23 .

By submitting a Proposal, Proposers acknowledge and agree to the following conditions:

o All Proposals submitted in response to this RFB shall become the property of Valley.
As such, after the award of a contract, or after the opening and rejection of all Proposals,
Proposals submitted will become public records subject to public review under applicable
law, subject to certain exceptions as described in Section 8 of this RFB.

The selection of a Proposal by Valley shall not waive or limit any assumptions of risk,
provision of indemniry or other obligations of the Proposer under each of the APAs as may be
executed between the Proposer and Valley.

Proposers and their representatives shall comply with the communications protocol set forth in
Section 5 of this RFB with respect to all communications conceming this RFB.

Proposals shall comply with all content requirements of Section 3 of this RFB. Failure to
comply with such requirements may result in a Proposer being deemed non-responsive.

The pre-qualification of Proposers to receive this RFB and provide a Proposal does not waive
or abridge the right of Valley to find that any Proposer is not qualified or that the Proposal is
non-responsive to the requirements of this RFB.

Proposers should ensure that the written and numerical Purchase Price in Business
Proposal 6 match. Should this not be the case, the binding Purchase Price will be assumed
to be the lower of the two Purchase Price numbers.

Valley reserves the right to reject any and all bids and to determine not to proceed with a

sale of the Systems.

Based on the outcome of regulatory determinations (if applicable) subsequent to the award
of the winning bid hereunder, the Seller reserves the right to renegotiate certain terms of
the APAs, including Purchase Price, as it deems in its best interests and as are acceptable to
the winning bidder, except that any adjustment to Purchase Price shall not result in a price
thatwould have resulted in a Best and FinalOffer bid process (*BAFO") had such adjusted
Purchase Price been the original bid price of Buyer or, if a BAFO has taken place pursuant
to this RFB, such adjusted Purchase Price is higher than the next highest bid received by
Seller in the BAFO.

a

a

a

a

o

a

a
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5. QUESTIONS AND REQUESTS FOR CLARIFICATION:

All questions and requests for clarification concerning this RFB shall be directed in writing to
Scott Shearer, whose contact information is provided below, by NO LATER THAItt 2:00
PM EASTERN TIME ON NOVEMBER 5, 2019. No questions, written or oral, shall be
accepted after this time.

John Frey
PFM Financial Advisors LLC

213 Market Street
Mail Room Third Floor
Harrisburg, PA l7l0l

freyj@pfm.com

Answers to such questions provided by Valley will be in writing and will be made available to all
Proposers.

6. BIDDING OPTION

There is one bidding option provided in Proposal Form 6. Proposers must provide the
purchase prlce for BOTH the Township's Water and Sanitary Sewer Systems combined. The
Township will not entertain proposals for just one of the Systems.

7. POTENTIAL BID INCREASE DUE TO BEST-AND-FINAL OFFER ("BAFO"):

Your Proposal Form should represent your best offer. However, if the Purchase Price set
forth in Proposal Form of one or more of the offers received by such deadline (other than the
offer setting forth the highest amount of Purchase Price) is within l0%o of the amount of the
Purchase Price in such highest offer, Valley will allow the Proposer whose offer sets forth the
highest amount of Purchase Price and any Proposer(s) whose offer is within l0% of such highest
amount of Purchase Price (the "Applicable Proposers") to increase the amount of proposed
Purchase Price by submitting an increased proposal form to be provided by Valley at that time.

lf necessary Valley will provide further instnrctions to all Applicable Proposers for submitting
such increased proposal forms; however, the timing for submission of such increased proposal
forms will be at the complete discretion of Valley and may be less than a week from November 12,

2019. All other terms of the offer will remain the same. You should not assume that you will be
given the opportunity to increase the amount of your Purchase Price under any other
circumstances.

8. APPROVAL AND SIGNING:

Valley intends to select the Proposer that offers the highest Purchase Price set forth in
Proposal Form 6 under the terms set forth during the procurement process for this transaction,
provided that the Proposer complies with all requirements set forth in this RFB for submitting a
final Proposal and is found to remain qualified, responsible and responsive. Execution of the
Agreements by Valley will be subject to final approval and authorization by the Seller's Board (the
"Board"). A recommendation will be submitted to the Board, shortly after the conclusion of the
proposal process. After selection of a Proposal and approval by the Board, the selected Proposer
and Valley shall be required to execute the APAs.

4
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9, CONFIDENTIALITY AND DISCLOSURE TO THIRD PARTIES

The existence and contents of this letter are subject to the confidentiality agreement that you
previously executed. Please remind all members of your team of your obligations under such
confidentiality agreement and the indemnity obligation for any violation thereof. All information
provided to Proposers, including the content of this leffer, shall be deemed confidential unless and
until Valley or Advisor notifies Proposers otherwise.

The records of Valley are subject to the provisions of the Pennsylvania Righrto-Know Law, 65
P.S. $67.101 et seq. ("RTK Law"), and that with certain exceptions, such records are subject
to public disclosure. Valley understands that in responding to this RFB, Proposers will be
submitting information, including financial data that the parties desire to be kept confidential. It
is Valley's position that this RFB is part of a competitive proposal Transaction process, and that
prior to the award of a contract or prior to the opening and rejection of all Proposals, all such
submissions are confidential and exempt from disclosure under the Section 708(bX26) of the RTK
Law, 65 P.S. $67.708(bX26).

Proposers are advised, however, that following award of a contract or the opening and rejection of
all Proposals, such submissions may be subject to public disclosure unless they are otherwise
exempt from disclosure under another provision of the RTK Law. Records and information
submitted by Prospective Proposers that constitute "trade secrets" or "confidential proprietary
information" as defined in the RTK Law are exempt from disclosure under Section 708(bxl1),
65 P.S. $67.708(bxl l). "Confidential proprietary infomration" includes commercial and
financial information which is privileged or confidential to the submitting party and the
disclosure of which would cause substantial harm to the competitive position of the person who
submitted the information. Proposers are advised that if they believe any information being
submitted in response to this Request for Feedback Proposals constitutes or references trade
secret or confidential propriety information, they should clearly so label any such information
with a prominent label of either: "TRADE SECRET" or "CONFIDENTIAL PROPRIETARY
INFORMATION." Any such claims may be subject to review pursuant to the procedures set

forth in the RTK Law. If Valley, the Pennsylvania Office of Open Records or a court determines
that such inforrnation does not qualify as a trade secret or confidential proprietary information,
such information maybe subject to public discloswe.

10. RIGHT TO REJECT BIDS AND SALE; MODIFICATION OF PRICE:

Valley reserves the right to reject any and all bids and to determine not to proceed with a sale of
the Systems. In addition, based on the outcome of regulatory determinations (if applicable)
subsequent to the award of the winning bid hereunder, the Seller reserves the right to renegotiate
certain terms of the APAs, including Purchase Price, as it deems in its best interests and as are

acceptable to the winning bidder, provided however that any adjustment to Purchase Price shall not
result in a price that would have resulted in a Best and Final Offer bid process ("BAFO") had such
adjusted Purchase Price been the original bid price of Buyer or, if a BAFO has taken place pursuant

to this RFB, such adjusted Purchase Price is higher than the next highest bid received by Seller in
the BAFO.
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PROPOSAL FORMS
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Proposal Fom 1 - Valley Township Water & Sewer Systems RFB
Transmittal Letter

{to be prepared on Proposer's Letterhead}

[Date],2019

PFM Financial Advisors LLC
c/o John Frey

213 Market Street
Mail Room Third Floor
Harrisburg, PA l7l0l

Re: Valley Township Water & Sewer Systems Request for Bids

Dear Valley Township:

(the "Proposer") hereby submits the attached Proposal in
response to Valley Township's Water & Sewer Systems Request for Bids (the "RFB") issued by
Valley Township ("Valley") on October 18,2019, as amended.

The undersigned Proposer hereby unconditionally and irrevocably offers to enter into the Asset
Purchase Agreements (the "APAs") for identified sewer facilities owned and operated by Valley.
Capitalized terms not otherwise defined in this Proposal have the meanings set forth in the APAs.

The Proposer, by its undersigned duly-authorized representative, hereby covenants, certifies,
represents, and warrants, as follows in connection with this Proposal:

RFB and Addendum Acknowledgement T-he Proposer acknowledges receipt of the RFB
and the following addenda to the RFB:

AddendumNo. Date

2. Due Authorization. The submittal of the Proposal has been duly authorizedby, and in all
respects is binding upon, the Proposer.

1
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Completeness; Wananty as to Proposal Information. The Proposer has submitted all
Proposal Forms and such Proposal Forms are apart of this Proposal. All information and
statements contained in the Proposal are current, correct and complete, and are made with
full knowledge that will rely on such information and statements in determining which
Proposals are responsive and responsible, and in ultimately selecting the Proposal deemed
most advantageous to Valley and executing the Agreements.

Identig of Buyer. The Buyer will be the Proposer, provided that the Proposer may, prior
to the execution of the Agreements pursuant to paragraph 8 below, create a subsidiary to
be the Buyer (the "Subsidiarlf'), in which event the Subsidiary shall carry out all of the
obligations of the Buyer under the Agreements from and after such execution.

Final Agreements. The Proposer agrees to enter into the Agreements in each case in the
form identified as "Binding Proposal, Execution Copy''as posted in the Virtual Data Room
for this Transaction (except for filling in indicated blanks and completion of Schedules as

provided therein).

Purchase Prtce. The amount of the Purchase Price that Proposer will pay pursuant to
Section 3.01 of each of the Agreements will be the total set forth in Proposal Form 6.

Proposal Effective Period This Proposal and offer shall remain in effect and irrevocable
until 5:00 p.m. Eastern Time on January 22,2020, unless extended to 5:00 p.m. Eastern
Time on February 19,2020 by Valley or unless further extended by mutual consent of
both Valley and the Proposer (the "Termination Time"). In the event that the Proposal
submission date is delayed beyond November 15,2019, the Termination Time will be

extended for the same period of time.

Agreements Execution.If at any time prior to the Termination Time, Valley gives written
notice to the Proposer, at the address specilied below, that they are prepared to enter into
the Agreements with the Proposer, the Proposer will, within two Business Days of its
receipt of such notice, execute and deliver the Agreements to Valley.

Debarmenl Neither tle Proposer, the Operator, nor any other member of Proposer's
project team is currently suspended or debarred from doing business with any governmental
entity.

Contract Disclosures. Except as disclosed in Proposal Form 5, neither Proposer nor any
member of Proposer's team has entered into any a:rangement with any person or entity
involving a finder's fee, fee splitting, firm affiliation orrelationship with anybroker- dealer,
payments to consultants, lobbyists, or commissioned representatives or other contractual
arrangements that could present a real or perceived conflict of interest.

No Litigation. There is no action, suit or proceeding, at law or in equity, before any
court or similar governmental body, against the Proposer, wherein an unfavorable decision,
ruling or finding would have a materially adverse effect on the ability of the Proposer
to perform its obligations under the Agreements contemplated hereby, or which, in
any way, would have a materially adverse effect on the validity or enforceability of the
obligations proposed to be undertaken by the Proposer, or any agreement or instrument
entered into by the Proposer in connection with the Transaction contemplated hereby.

8
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Certain Representattons and Warranties. The Proposer represents and warrants that (1)
Proposer has full power and authority to make this offer and submit this Proposal; Q)
Proposer, or the Subsidiary, will have full power and authority to execute and deliver the
Agreements pursuant to the terms hereof; (3) such actions do not and will not violate the
terms of any of the Proposer's or the Subsidiary's organizational documents or any
agreementbindingupon it or the terms of any Applicable Law; (4) no furtlrer consent
to this offer or Proposal or to the execution of the Agreements pursuant to the terms hereof
is required to be obtained from any other Person or Govemmental Authorify; and (5) this
offer and Proposal constitute, and the Agreements, if executed pursuant to the terms hereof,
will constitute duly authorized, valid and legally binding obligations of the Proposer, or
the Subsidiary, enforceable in accordance with their respective terms, except as may be
limited by bankruptcy, reorganization, insolvency, moratorium, fraudulent conveyance or
transfers, or other laws affecting creditor's rights generally, and subject to general principles
of equity (regardless of whether in law or in equity).

Material Changes. The Proposer has disclosed as an attachment to this Proposal all
material changes from the information provided in the Proposer's RFQ Response.

Principal Contacl The principal contact person who will serve as the interface between
the Governmental Party and the Proposer for all communications is:

I
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NAME:

TITLE:

ADDRESS:

PHONE:

FAX:

EMAIL:

Submitted by:

Name of Proposer

Name of Designated Siguatory

Signature

Title

10
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Proposal Form 2- Valley Water & Sewer Systems RFB
Non-Collusion Affidavit

STATE OF )

COUNTY OF )

I, UNSERT DESIGNATED SIGNATORY NAMEI, a resident of

#Hfi T*HT3}dffi TTilJH'JJ:TI'il}"'3.TJ;T.#"*
(l) I am the UNSERT TILEI of [NSERT PROPOSER NAMEI, organized under the laws
of the state of UNSERT STATE NAMEI, the Proposer making the Proposal in response to the
Valley Township Water & Sewer Systems Request for Bids issued by Valley on October 18,2019,
as amended, and that I executed said Proposal with full authority to do so;

(2) The pricing information set forth in this Proposal has been arrived at independently
without collusion, fraud, consultation, communication, or agreement, for the purpose of
restricting competition, as to any matter relating to such pricing information with any other
Proposer or anyone employed by or representing Valley;

(3) Unless otherwise required by law, the pricing information which has been quoted in this
Proposal has not been knowingly disclosed by the Proposer and will not knowingly be disclosed
by the Proposer, directly or indirectly, to any other Proposer or to any competitor prior to execution
of the Agreements; and

(4) No attempt has been made or will be made by the Proposer to induce any other person or
entity to submit or not to submit a Proposal for the purpose of restricting competition.

I, hereby affirm under the penalties of perjury that the foregoing statements are true.

Name of Proposer

Name of Designated Signatory

Signature

Title

1',l
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(Notary Public)

State/Commonwealth of

county of 

-

On this day of 2019, before me appeared IDESIGNATED
SIGNATORYJ, who is IINSERT TITLEI of [INSERT PROPOSERI, a I-INSERT STATE AND
ENTITY TYPEI. personally known to me to be the person described in and who executed this
Non-Collusion Statement and acknowledged that she/he signed the same freely and voluntarily
for the uses and purposes therein described.

In witress thereof, I have hereunto set my hand and affixed my official seal the day and year last
written above.

Notary Public in and for the State/Commonwealth of

(seal)

(Name printed)

Residing at

Commission Number

12
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Proposal Form 3- Valley Water & Sewer Systems RFB
Sfatamant rrf n - Pronoser

Name of Proposer:

Business Address:

Legal Form ofProposer:

State of Incorporation or Organizttion:

If not organized in Pennsylvania, is Proposer
authorized to do business in Pennsylvania?

List Names and Titles of All Principal
Olftcers and Directors:

Signiticant Equity Owners of the Proposer:

List the names, business addresses and percentage ownership interests of all Persons (individuals or entities) who
ounl directly or indirectly, lOYo or more of the capital stock, units, partnership or membership interests, or other
equity interests or securities of the Proposer (including options, warratrts and other rights to acquire such equity
interests) (the "Significant Equity Owners"). If none, please state 'NONE." If one or more such Significant Equity
Owner(s) of Proposer is an entity, then list the names and addresses of all Siguificant Equity Owners of such entity;
if none, please state 'None." This disclosure shall be continued until names and addresses of every Significant
Equity Owners exceeding the ten percent ownership criteria of each entity listed has been identified. Additional
pages may be attached.

Name Address
Interest

tltl
Yes
No

%

13
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Proposa! Form 4- Valley Water & Sewer Systems RFB
Onerator I on

If the Proposer is not the Operator, the Proposer must clearly identify the entity or entities that
will serve as the Operator under the APAs. For the proposed Operator, please provide the
following information.

l. Name & Address of Proposed Operator:

2. Operator'sPrimaryRepresentative:

3. Operator Experience (if not previously provided in response to the RFQ)

4. Operator's References (if not previously provided in response to the RFQ):

Material Change: Any change in condition (financial or otherwise), development,

occrurence or circumstance that could be materially adverse to the Operator that has

arisen after the date of the RFQ and which would have been responsive to the RFQ if
such change, development, occurrence or circumstance had arisen prior to the Proposer's

response to the RFQ.

14
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Proposal Form 5- Valley Water & Sewer Systems RFB

Gontract and Lobbvist Disclosure

Proposer hereby certifies that excep as listed below, neither Proposer nor any member of
Proposer's team has entered into any arrangement with any person or entity involving a finder's
fee, fee splitting, firm affiliation or relationship with any broker-dealer, payments to consultants,
lobbyists, or commissioned representatives or other contractual arrangements that could present a

real or perceived conflict of interest. (If there are no such arrangements, please write NONE)

Name of Person or Entity Disclosure and Descriotion of Arrangement

Name of Proposer

Name of Designated Signatory

Signature

Title
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Proposal Form 6- Valley Water & Sewer Systems RFB
Brrsiness Prooosal

The aggregate Purchase Price that Proposer offers to pay for the Systems is

US$ lin numbers),

lin wordsl United States

Dollars.

This aggregate Purchase Price is the sum of the amounts of $ for the purchase of

the sanitary sewer collection and conveyance system and $ for the purchase of the

water treatment and distribution system.

Proposers should ensure that the written and numerical Purchase Price in this Business
Proposal exactly match. Should this not be the case, the binding Purchase Price will be assumed

to be the lower of the two Purchase Price numbers.

Name of Proposer

Name of Designated Signatory

Signature



Pennrylvanie-Amerieon Water Company
Acquisifion of the Townrhip of Valloy's Water Acce6

Secfion 1329 Application Standard Data Roquestu

Cosh/Beneftts

-

13. Ploase provide a cop; of the proeosal and exhibits of the Buyer fm the
purchase of Seller's system.

Response: See Attachment 13 (COMIDENTIAL) PAWC's Response to Valley Water
and Sewer Systems RFB.

Provtded by: Keith Gnbags, Penneylvania-Amcriean Water Company
Senior Manager of Businecs Development
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Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Costs/Benefits

14. Provide a copy of the Buyer's offer to purchase the Seller's system and the
Seller's response to that offer.

Response: See Attachment 13 (CONFIDBNTIAL) PAWC's Response to Valley Water
and Sewer Systems RFB, datedNovember 18,2019.

Provided by: Keith Gabage, Pennsylvania-American Water Company
Senior Manager of Business Development



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Appraisals

15. For each UVE in this case, please provide the following, if not already
provided:

A list of valuations of utility property performed by the UVE;

A list of appraisals of utility property perfonned by the UVE;

A list of all dockets in which the UVE submiued testimony to a
public utility commission related to the appraisal of utility property;
and

An electonic copy of or electronic link to testimony in which the
UVE testified on public utility fair value acquisitions in the past two
years.

Response: Jerome C. Weinert. Principal and Director - AUS Consultants.Inc.

a. Please see Mr. Weinert's Curriculum Vitae attached to Appendix A-
14-b of the Application, direct testimony of Jerome C. Weinert
(PAWC Statement No. 4 W)

Please see Mr. Weinert's response to a. above.

Please see below list of dockets that Mr. Weinert submitted testimony
to a public utility commission related to the appraisal of utility
property:

A-2016-2580061 - New Garden
A-2017 -2606 I 03 - McKeesport
4-2018-3001582 - East Bradford
A-20 1 8-30 02437 - Sadsbury
A-20 I 8-3004933 - Exeter
A-20 19-3006880 - Steelton
A-20 1 9-300849 I - Cheltenham
A-2019-3009052 - East Norriton
A-2019-3014248 - Kane
A-2020 -3 0 I 9 63 4 - Royers ford

a.

b.

c.

d.

b

c



d.

Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

In the past two years, Mr. Weinert submitted testimony in the below
dockets. Linls to the dockets where Mr. Weinert testified are below:

i. City of McKeesport - A-2017-2606103
http://www.puc.state.pa.us/aboutJruc/consolidated_case_view.aspx?Docket:
A-2017-2606103

ii. East Bradford Township A-2018-3001582
http://www.ouc.state.pa.us/aboutJuc/consolidated_case_view.asox?Docket:
A-2018-3001582

iii. Sadsbury Township - A-2018-3002437
http://www.puc.state.pa.us/aboutJruc/consolidated_case_view.aspx?Docket:
A-20r8-3002437

iv. Exeter Township - A-2018-3004933
http://www.puc.state.pa.us/aboutJruc/consolidated_case_view.aspx?Docket:
A-2018-3004933

v. Steelton Borough - A-2019-3006880
http://www.puc.state.pa.us/aboutJuc/consolidated_case_view.aspx?Docket:
A-2019-3006880

vi. Cheltenham Township - A-2019-3008491
http://www.puc.state.pa.us/about puc/consolidated_case view.aspx?Docket:
A-2019-3008491

vii. East Norriton - A-2019-3009052
http://www.puc.state.pa.us/aboutJuc/consolidated_case_view.aspx?Docket=
A-2019-3009052

viii. Kane - 4-2019-3014248
http://www.puc.state.pa.us/aboutJuc/consolidated case_view.aspx?D
ocket:A-2O19-3014248

ix. Borough of Royersford - A-2020-3019634
http://www.puc.state.pa.us/about puc/consolidated case view.aspx?D

Please see Mr. Walker's Curriculum Vitae attached as Appendix A
to Mr. Walker's direct testimony, included as Appendix A-13-b to
the Application (Valley Township Statement No. 2W). Starred
items represent dockets where Mr. Walker presented testimony
related to the appraisal of utility property.

ocket:A-2020-3019634

Response: Harold Walker III, Manager, Financial Studies
Gannett Flemins Valuation and Rate Consultants. LLC

a.

b. Please see Mr. Walker's responsie to a. above.



c.

d.

Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Please see Mr. Walker's response to a. above.

In the past two years, Mr. Walker submiffed testimony in the below
dockets. Linls to the dockets where Mr. Walker testified are below:

x.

xi.

xii.

xiii.

xiv.

xv.

xvi.

xvii.

xviii.

Limerick Township - A-2017 -2605434
http://www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket:
A-20r7-2605434
Mahoning Township - A-201 8-30035 I 9
http://www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket:
A-2018-3003517
Mahoning Township - A-201 8-30035 I 7
http://www.puc.state.pa.us/aboutJuc/consolidated_case-view.aspx?Docket:
A-2018-3003517
East Bradford Township ,4'-201 8-3001 582
http://www.puc.state.pa.us/about ouc/consolidated_case_view.aspx?Docket:
A-2018-3001582
Exeter Township - A-2018-3004933
http://www.Duc.state.pa.us/about puc/consolidated case view.aspx?Docket=
A-2018-3004933
Cheltenham Township - A-2019-300849 I
htto://www.Duc. state.Da.us/about case view.asox?Docket:
A-2019-3008491

East Norriton - A-2019-3009052
http://www.puc.state.pa.us/aboutJruc/consolidated_case-view.aspx?Docket=
A-2019-30090s2
Kane Borough Authority - A-2019-3014248
http://www.puc.state.pa.us/about puc/consolidated case viqu.aspx?D
ocket:A-2019-3014248
Delaware County Regional Water Quality Control Authority - A-2019-
3015173
http ://www.puc. state.pa.us/about puc/consolidated case view.aspx?D
ocket:A-2O19-3015173
Borough of Royersford - A-2020-30 I 9634
http://www.puc. state.pa.us/aboutJtuc/consolidated case-view. aspx?D

ocket:A-2020-3019634

xlx



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Appraisals

16. Please explain each discount rate used in the appraisals, including
explanations of the capital structrue, cost of equrty and cost of debt. State

the basis for each input. Provide all sources, documentation, calculations
and/or workpapers used in determining the inputs.

Response: Jerome C. \ileinert. Principal and Director - AUS Consultants.Inc.

Please see the direct testimony of Jerome C. Weinert, Application Appendix
A-14-b (PAWC Statement No. 4 tJlI) at p. 15. Information on the discount
rate can also be found in Application Appendix A-5.1 (AUS Appraisal), the
section entitled "Cost of Capital/Required Return" and at CONFIDENTIAL
Appendix L-4.2 to the Application (AUS electronic workpapers).

Response: Ilarold Walker III, Manager, Financial Studies
Gannett Flemins Valuation and Rate Consultants. LLC

Please see the direct testimony of Harold Walker III, Application Appendix
A-13-b to the Application (Valley Township Statement No. 2 \M) at pp. 19-

20, Appendix A-5.2 to the Application (Gannett Fleming Appraisal), ild
CONFIDENTIAL Appendix A-4.3 to the Application (Gannet Fleming
elecffonic workpapers).



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Apnraisals

17. Please explain whether the UVE used replacement cost or reproduction cost
and why that methodology was chosen.

Response: Jerome C. Weinert Principal and Director - AUS Consultants.Inc.

AUS Consultants used replacement cost. Please see Direct Testimony of
Jerome C. Weinert, Application Appendix A-14-b (PAWC Statement No
4 W) atp.6 for an explanation of why the replacement cost was chosen.

Response: Harold Walker III, Manager, Financial Studies
Gannett Fleming Valuation and Rate Consultants. LLC

Gannett Fleming used the original cost new (OClt) to calculate the tended
original cost (TOC) measures, or the reproduction cost of the depreciable
assets by multiplyrng the OCN by specific cost indices. We converted
reproduction cost new to replacement cost new (RCN) after factoring in
obsolescence. We used the TOC method because the mandated use of the
Engineering Assessment's original cost essentially dictates the use of TOC
over the reproduction cost or the replacement cost methods. Please see the
Direct Testimony of Harold Walker III, Appendix A-13-b (Valley
Township Statement No. 2 \M) at pp.16-17 for an explanation of why this
method was chosen.



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Anpraisals

18. Please provide a copy of the source for the purchase price and number of
customers for each comparable acquisition used in the appraisals.

Response: Jerome C. \ileinert. Principal and Director - AUS Consultants.Inc.

The source of the purchase prices used in the comparable sales approach to
the Market Approach was the Asset Purchase Agreements in those
transactions. Those Asset Purchase Agreements are confidential and
therefore copies are not provided. However, the purchase price for each
transaction is publicly available at the linls provided in Response l5(d). Mr.
Weinert compared purchase price to original cost less depreciation,
replacement cost new less depreciatiorq Earnings Before Interest Taxes
Depreciation and Amortizations (EBITDA) and customers in the comparable
sales approach. The purchase price and customers associated with each
fransaction used in the Market Approach are provided in Mr. Weinert's
Direct Testimony in Appendix A-14-b (PAWC Statement No. 4 W) at page
10.

Response: Harold Walker III, Manager, Financial Studies
Gannett Flemine Valuation and Rate Consultants. LLC

Please see Attachment 18.2.
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AquA

Aqua America's Pennsylvania Subsidiary Enters Agreement to Purchase
Chelten ham Townsh ip Wastewater System

July 02, 2018 07:00 AM Eastem Daylight Time

BRYN MAWR, Pa.-(BUSINESS WIRE)--Aqua America announced today that its Pennsylvania subsidiary has signed an asset purchase

agreement with Cheltenham Township to purchase its wastewater system, which serves approximately 10,500 connections in Montgomery

County, for $50.25 million. The agreement must be approved by the Pennsylvania Public Utility Commission.

The transaction will be Aqua Pennsylvania's fourth acquisition application referred to the Pennsylvania PUC since Act 12, commonly refered to as
fair market value legislation, was enacted last year. Aqua Pennsylvania has asset purchase agreements with the 2,100-customer New Garden
Township wastewater system in Chester County and the S,4oo-customer Limerick Township wastewater system in Montgomery County. The

company also has an agreement, signed in December 2017, with East Bradford Township in Chester County to purchase its 1 ,2oo-customer
wastewater collection system, Aqua already provides water service to East Bradford, as it does with Cheltenham.

These four systems, including Cheltenham, total more than 19,000 wastewater connections and would nearly double Aqua Pennsylvania's current

22,00o-customer wastewater operation.

The new law encourages a consolidation of the fragmented industry for the benefit of customers, the environment, and local govemments. This

transaction will benefit customers by leveraging compliance expertise, purchasing power gained through economies of scale and operational

efficiencies to ultimately benefit service to our customers at affordable rates.

'We are pleased with the momentum we are gaining to reach agreements with municipal systems," said Aqua Ameilca Chairman and CEO

Christopher Franklin. "Act 12 is having its intended impact, allowing municipalities to be compensated for the fair value of their water and

wastewater assets and enabling utility professionals to bring expertise to systems in need.'

Aqua Pennsylvania President Marc Lucca says his team is ready to work with the Cheltenham community on making needed system

improvements.

"As with our pending agreements with New Garden, East Bradford and Limerick, the Aqua Pennsylvania team is looking foryvard to assuming

Cheltenham's sewer utility responsibilities so the township can direct its attention and capital to other priorities,' said Lucca. "We are anxious to

begin the work necessary to help the township meet the requirements of an outstanding Pennsylvania Department of Environmental Protection

consent orde( specifically related to inflow and infiltration issues there.'

ln total, Aqua has plans to spend nearly $50 million over the next 10 years to improve Cheltenham's wastewater system.

Aqua America is one of the largest U.S.-based, publicly traded water utilities and serves nearly 3 million people in Pennsylvania, Ohio, North

Carolina, lllinois, Texas, New Jersey, lndiana and Virginia. Aqua America is listed on the New York Stock Exchange under the ticker symbol WTR.

Msit AlquaAmerica.com for more information.

Forward-Looking Statcments

This release contains foruvardJooking statements within the meaning of the Private Securities Litigation Reform Act of 't995 including, among

others: the company's ability to successfully close the acquisition of th€ wastewater systems noted in this release. There are important factors that

could cause actual results to differ materially from those expressed or implied by such fonrvard-looking statements including: general economic

business conditions, the successful integration of the customers and the facilities, the success of the company's growth efforts including its ability

to utilize Act 12, and other factors discussed in our Annual Report on Form 10-K, which is on file with the Securities and Exchange Commission.
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Cheltenham Township
1329 Proceeding
Cheltenham Twp. - Water Accounts repofted for Sewer Billing

Type of Service Gallons Customersl
Commercial
Industrial
Public

Residential

280,938,300
364,400

9,962,700
484,692,800

534
L4

23
9,648

Total 775,958,r2OO 1Or219

1. Customers include all Active and Inactive Accounts



Attachment 18-2
Thc bllowing ttblc brcats down thc abovc total figurcs by customcr cless es of Dcccobcr 31,2017, 2016, rod 2015 :

20t7 20t6 2015

Crrtoncr:
Rrsidaliel
Cmmcrcid
Io&rstiel

Public Authrity
fire Protostio

O6cr (inehrdiag nm.mctcrcd accouats)

Toul

Wetcr Rcvoue* (in thousands):

Rcsihid
Cmmcrcial

h&rstid
Public Authcity
Firr Pr,otcctio

Othcr (includiag nm.mctcrcd accouots)

Totel

Crstoncr TYrtcr Corsrupdor (millions of gallons):

REsidcotid

Cmmcrcial

Ia&rsriel

Public Authcity

Totrl

I lt ,t93

9,3E6

536

1,072

3,178

2,980

I ll,49,l
8,626

41!'

g,lE

2.t76

s45

lloJJ4
8,569

178

9@

2,t15

5J3

135,645 t2,4,g68 t23,633

3 ,t,439

11,816

3229

3,193

r8,016

1,3,{8

3 107,054 i 9t,667 3 96,041

6a83l $

t3,676

3,196

3,84J

20.23s

321t

59,tEf t
12,250

3,176

3,510

It,486

1,361

6,408

2,026

7tt
575

6,5t3

t,954

7U
539

6,5S1

l94r
777

503

9,720 9,800 9,772

Thc Rcgulatcd Corupanics owD various small, discrctc parccls of laod that arc no loagcr rcquircd for warcr srryply purpoccs. At Dcccmbcr 31, 2017 , tbis land
totalcd ovs 600 acrcs. Oycr thc past scvcral ycars. we havc bcco disposing ofthcsc land parcels through salcs mdor donatioos, primarily to towns aod
municipalities. For more informatio,n, plcasc refa b Segments of Our Busiaess br;low.

Additiosd information o lend dispoeitioos caa bc fouud io Itcm 7 - *Managcment's Discussioo od Anatpis of Finencial Cmditioos aad Rcsults of Opcrrtioos -
Comitmcots rod Cootingcocics".

Competition

orr Rcgulilcd Coryanics face compctitioa &om a few <mall privatcly-owncd watcr qrste'n< opcrating witbin, or adjaccnt to, our fraschisc alcas and froo
muaicipal aad public authority systcms whosc scrr.icc arcas ia soorc cascs ovcrlap portioos ofow frrnchisc areas.

Employes

As of Deccorbcr 31,2017 , we cmploycd a total of 294 peoplc. Our cmployccs rrc not covcrod by colhctive bargaining egrccmcots.
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SJW Group makes St.t Uittion atl-cash offer
for Connecticut Water

] MIN FfAD vf

NEWYORK (neuters) - SJW Group (sJw.N) and Connecricutwater Service Inc
(CTWS.O) said on Monday they were changrng from a merger to an acquisition

agreement, with SJW offeringto buythe New England utilityfor $1.1 billion in cash

instead of combining stock.

The switch to an all-cash offer is wonh $70 per Connecdcut Water share, a 33 percent

premium to Connecticut Water's share price prior to the original deal announced in

March, according to a joint statement.

It was also higher than the implied $61.86 per share value ofthe Clinton, Connecdcut-

based firm under the merger-of-equals transaction, which would have created a combined

company in which efsting SJW shareholders would hold 60 percent ofthe stock.

SJW closed 2.3 percent lower, while Connecticut Water was 9 percent higher at $68.50,

To pay for the acquisition, SJW will initially utilize a $975 million bridge loan from

financial adviser JP Morgan Chase (f pu,N), Ultimately, the purchase would be covered by

debt and between $450 million and $500 million of equity finance.

t@//Www.ruuhc.com/artidc/us-conruadd{{xt{t-r€inrgrouCaiwgoW+neto+l-1-blllion-.ll€dl-oftr4or-oonnrc0qn*&r*lu$GillKR2S[ 1/5



211G/|2019 &lW Gmup mrIB 3'l.1 bilqr dl-cr$ orhr tur Connccdci

The new deal aims to conclude in the first quarter of 2O\9, subject to approvals from

Connecticut Water's shareholders, as well as regulators in Connecticut and Maine.

The duo's original all-stock merger announcement in March uiggered competing offers

from Eversource Energy (ES.N) and CaliforniaWater Service Group (CWT.N).

TTd5dtrment 18-2

ADVENTISEMEX'

ADVERTISING

'w'e have converted from a stock-for-stock deal to a cash offer, which will resolve any

further market distractions from the inferior proposals," SJW ChiefExecutive Eric

Thornburg told Reuters, in reference to the actions by Eversource and CalWater.

Switching to an acquisition, versus a merger structure, means that SJw shareholden will
no longer be required to vote on approving the deal, the statement said,

CalWater has an open tender offer to acquire SfW that

runs until sePt. 28.

Howwer, asked if the change was aimed at heading offany

shareholder challenge to the deal, Thornbqg told Reuters

it'lrasn't a consideration" and it had received nothing but

suppon from its shareholders.

CalWater declined to comment. A spokesman for Eversource said the companywas

evaluating developments but, as it has made clear, it will be disciplined in pursuing this or

any other transaction.

Reponing by David French in New York; Addttional Reponing by Liana B. Bakeq Edtting by Ltsa thumaker

Our Standards: The Thomen Reuterc Ttast Prlnciplffi.

MOTE FROU REUTEES
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Wastcwarcr trcatrrcnt is provided by thc Borough of West Chester pursunt to a Sewer Capacity

Agreement dated November 14, 20l7,by and betneen the Borough and East Bradford Township.

Copies of West Chester's 2017 Chapter 94 Reports to DEP for the Goose Creek WWTP and for the

Taylor Run WWTP are attached hereto as Er_hibit E3 and El@i!-E{.

15. The Goose Creek WWTP has a permiaed treatment capacity of 1.672 MGD. The Taylor

Run WWTP has a permiued teatnent capacity of 1.50 MGD. The elevation ofthe Goose Crcek WWI?

is generally abotrt EL 370. The elwation of the Taylor Run W\I/TP is generally about EL 260. The

elevation of the Requested Territory ranges from approximately EL 365 to EL 280.

16. Water service in the Requcstod Territory is provided by both Aqua Pennsylvania, Inc. and

private wells.

17. The original cost by year and major plant category, ofthe East Bradford Township used

and useful plant in sen ice is $8,294,93 I with a related calculation depreciation lesewe of $2,820,983.

The original cost value includes a series of capped seurcnl along the North Ba{amin Drive area of the

Township. The cappod sewers include approximately 3,300linear feet of 8'Crravity PVC pipe and 20

manholes, wi& an estimated original cost value of approximately $100,000 as estimated by Aqua The

pipe and manholes are included in the totals on page 2-l I and 2-12 ofExhibit W. Aqua will categorize

thc cappcd sewer pipe and manholes as plant held for future use in its assa allocation upon closing. The

area of capped scwers along North Benjamin Drive is not included in the Rquested Tenitory.

18. Tentative joumal enEies to record the tansaction are presented in Section IV.

ry. ASSET PURCHASE AGREEMENT

19. The lssers Purchase Agreement is dated December 20,2017. T'he First Amendment to

Assets Purchase Agreement is dated April 18, 2018. The purchase price is Five Million Dollars

5
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($5,000,000.00). In addition to the purchase price, Section 1.5 of the Agreement provides that Aqua will

assume certain defined liabilities and payccrtainout-of-pocketcosts incuned by East BradfodTorvnship.

20. The purclrase price and Agrcement arc based on arm's length negotiations. Aqua md East

Bradford Township are not affiliated with each other. Aqua will use short term debt initially for the

purchase ofthe assetswiththe expocation that the shortterm debtwill be convertedto longtemrdebtand

equity capital at a later darc.

2L. The wastewater system assets to be acquircd are the "Assets" and have the meaning

specified in Section l.l of the Agreement. The Assets include the asscts, properties and rights of East

Bradford Township that comprise thc wastewater slrstem or that are ou,ned by East Bradford Tovmship

and used by it solely in connection with operation of the system.

22, "Excluded Ass€ts," which are those assets not being hansferrcd to Aqua, have the

meaning specified in Section 1.4 ofthe Agreemcnt. Excluded Asscts include customer service laterals

that nur from the curb area to individual customer residences or stuctures; piping and fixtures inhrnal to

each customer residence or structure; cash and cash equivalents; and the items set forth in Schedule 1.4

ofthe Agrement.

21. "Assumed Liabilities" has the mcaning spocified in Scction 1.6 of the Agreemant and

include the liabilities and obligations under the Assumed Contracts that arise after Closing liabilities

incurred or arising from and after Closing under or from failure to comply with permits, approvals or

licenses related to the system that are transferrcd to Aqua and thc obligation to provide wastewater

service after Closing. The Assumed Contacts, which are listed in Schedule 1.6 ofthe APA and attached

hereto as E1[!!sl and Exhibit F2. are the Sewer Capacity Agreement dated November 14,2017,by

and between the Borough of West Chester and East Brdford Township and the Intergovernmental

Cooperation Agreement dated March 15,1999, between East Bradford and Birmingham Township.

-6-



# of Customers

Annual Gallons

Treated (2017)

Residential- Single Family 399 23,783,550
Residential- Townhomes 814 36,390,635

Commcrclal

Bradford Retail - The Eistro 112.800

Bradford Retail - Strip Stores 688,m0
Brookworth Plaza - Dunkin Donuts t47,2@
Brookworth Plaza - CVS 35,300

Brookworth Plaza - emoW buildinc

Brookworth Plaza - Strip Stores 142,m0
Brookworth Plaza - PNC Bank 17,000

Countryside Food Mart 52,7N
Antique lce Museum 3,600

Mrs. Mike's Restaurant 103,110

Brandvwine Hall Nursinc Home 8,281,m0
Daily Local News - now emDW building 24,4@

Bradford Plaza - Strip Stores 1,991,430

Bradford Plaza - Giant Food Store 2.527.7N
Bradford Plaza - Walgreens 47,000

Bradford Plaza - Giant Gas Station 6,200

Chester CounW Art Association 120,100

lndustrlel
Diesel Systems 66,300

Chem Service 173,400

Othcr Cless(?l'
Goddard School 252,800

Hillsdale Elementary School 649.700

WCU S Camous ADts - 144 24,zffi
WCU S Campus Apts - 167 583,900

WCU S Campus ADts - 168 500,900

WCU S Camous Aots - 169 '041,qX)
WCU S Campus Apts - 170 s70,900

WCU S CamDus Aots - 171 318,900

WCU S Campus Apts - 172 422.W
WCU S Camous ADts - 173 36,'100
WCU S Campus Apts - 174 424,500

WCU S Camous ADts - 175 ?23,4@

WCU S Campus Apts - 176 340,m0
WCU S Campus Agls- 177 355,000

Universitv Student Housinr I 4,463,500
5,429,000

fotal 90,121,435

East Bradford Township

Student Housing 2

tMay include church, school, public, etc... (please insert a line for each)

Attachment 18-2

420,000
153,300,mO

35

399

814
L,248
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a. How many customers will the acquisition add?

A. The acquisition of East Norriton will add 4,966 customers to Aqua's existing 28,000

wastewater customers. This is an increase in customers of 17.7o/o (or about 20yi.23

a. Will the acquisition increase rates for the customers to be acquired?

A. Yes. Aqua witness Packer states that he reasonably expects that rates for East Norriton

customers will increase under Aqua ownership.2a As discussed above, Aqua calculates

that if the entire revenue deficiency resulting from the acquisition is applied to East

Norriton Township customers, the adjusted average bill for customers using four thousand

gallons per month would increase from approximately $39 per month to $52 per month,

which would be a35o/o rate increase.25

a. Will the acquisition increase rates for existing Aqua customers?

A. Yes. Mr. Packer's testimony shows that, as a result of the acquisition, rates for existing

Aqua water customers and existing Aqua wastewater customers will increase if the revenue

deficiency is not fully borne by the East Norriton Township customers. Mr. Packer's

schedules show estimated increases to existing total Aqua water and wastewater customers

rangingfroms0.l7permonthto$l.66permonth($2.04peryearto$19.92peryear).26 If

the costs were spread to only existing wastewater customers, and not water customers, the

23ExhibitU,DirectTestimonyofWilliamC.Packer,p.9, lines2-3and ll-12,p. 16, lines l1-12.

24 Exhibit U, Direct Testimony of William C. Packer, p. 18, lines 17-20 and Appendix A, p. l; Response to OCA-II-4,
Attachment l, p. 22 (attached as OCA Exhibit DJG- I 2).

2s Exhibit U, Direct Testimony of William C. Packer, Appendix A, pp. l-2 ($38.52 + $13.42 : $51.94). ($13.42 +

$38.52)x100=34.84%.
26 Exhibit U, Direct Testimony of William C. Packer, Appendix A, p. l.
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Attachment 18-2

a. Describe the scope and organization of your testimony.

A. My testimony addresses the application filed by Aqua Pennsylvania Wastewater, Inc.

("Aqua" or the "Company") for the acquisition of the East Norriton Township (the

"Township") wastewater collection system assets. My testimony responds to the fair

market value ("FMV") approaches addressed in the testimonies of Harold Walker, III of

Gannett Fleming, who sponsors the FMV appraisals commissioned by the Company, and

Jerome C. Weinert, who sponsors the appraisal commissioned by the Township. I also

discuss the sufliciency of the notices sent to the customers of Aqua and the Township

regarding the impact on rates of the proposed acquisition.

IL EXECUTIYE SI,]MMARY

A. Overview

Please summarizes Aqua's application in this proceeding.

Aqua's application proposes to acquire the Township's wastewater assets under Sections

1102 and 1329 of the Public Utility Code (the "Code"). According to Section 1329(c)(2)

of the Code, the ratemaking rate base is the lesser of the negotiated purchase price and the

average of trvo FMV appraisals. The FMV estimated by Gannett Fleming and AUS

Consultants is$24.2million and $25.1 million, respectively. The purchase price negotiated

by Aqua and the Township is $21 million. Thus, the proposed rate base in the application

is $21 million.

10 a.
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Exeter Township supervisors agree to sell municipal wastewater system for
$96 million

[l readingeagle.comlnews/article/exeter-township-supervisors-agree-to-sell-municipal-wastewater-system-for-96-million

Share

Adjust font size: A A A
The sale to Pennsylvania American Water Co. will keep taxes steady for 10 years and do other things for Exeter, the

township manager said.

Written by Mike Urban

Exeter Township, PA -

The Exeter Township supervisors have agreed to sell the township's wastewater treatment plant and system to a private

company for $96 million, a move they expect will save taxpayers money and put the township on much better financial

footing.

The supervisors voted 4-1 on April 23 to approve the sale to Pennsylvania American Water Co., which supplies water to
the township and operates 15 wastewater treatment systems statewide.

The two sides must finalize the asset purchase agreement, and the sale will require Pennsylvania Utility Commission

approval, meaning the earliest the company is likely to take ownership would be early next year.

Township Manager John A. Granger said that if the sale goes through as planned, it will allow the township to hold real

estate taxes steady for 10 years or more; pay for future capital projects including equipment replacement, township

building relocation and storm sewer improvements; and still leave $48 million in the bank.

The cunent property tax rate is 2.14 mills, but that would have increased 32.6 percent to 2.8 mills in 2019 if the township

retained ownership of the plant, he said.

The township is expected to raise sewer rates 29 percent before the sale is completed, but that rate hike would likely

have been higher if the township held onto the system and made neoessary upgrades, said Supervisor John Cusatis.

And the supervisors plan to enact a homestead tax exemption that would more than cover the rate increase for most

homeowners, he said.

There are about 9,000 properties in Exeter connected to the wastewater system, and Pennsylvania American spokesman

Terry M. Maenza said that they shouldn't notice any changes in sewer service once the company takes control of the

system.

'lt should be seamless,'he said.

The company plans to retain the township's six wastewater employees, he said

Cusatis and fellow Supervisors Lisa VanderLaan, William F. White and David G. Speece Jr. voted for the sale, saying it

was a tough decision but the economic benefits were too good to tum down.

'The sale will pay off the library and sewer debt, stabilize the tax base and improve the township's credit rating," Cusatis

said.

Supervisor Gary E. Lloyd Jr. voted against the sale, saying he didn't want to lose the valuable asset.

https :/Arwvw. printf riend ly.com/p/g/wzKGKs 1t2
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Cusatis said that most Exeter residents he spoke with support the move, but at the April 23 meeting several expressed

oonoem about selling public property to private industry and giving up control of the wastewater system.

A written handout ftom resident Shenie Greene noted that: "l have done some research and read that many

municipalities have tiaken this route, then regretted it later. Once our sewer system is sold, it is gone forever and we
cannot get it back."

Pennsylvania American, headquartered in Hershey, is a subsidiary of American Water Works Co., based in Vorhees, N.J

This would be Pennsylvania American's first wastewater treatment system in Berks.

(Correspondent Valdis l. Lacis contributed to this story.)

Contact Mike Urban: 61 0-371 -5023 or murban@readingeagle.com.

https :/larww. printft iend ly. com/p/g/wzKGKs 212
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Attachment 18-2

l. Ths collection of a DSIC pnor to inclusion of the acquired assets in a base
rate c8se;

2. Tbe aocrual of Allowance forFuods Used During C,onstruction (ARIDC)
on non-DSIC eligible post-acquisition iryrovements; and

3. The deferral of depreciation forbook and raemaking purposcs on non-
DSIC eligible post-acquisition improvemenb.

a. Plcase briefly cummerizc the Acquirition Tranmctbn that the Joint Applicutt

are propocing

A. Under the terms of the Proposed Transaction" PAWC would acquire the wastewater

utility assets of Kane for $17.56 million-

a. Phase describe the Kane waltcwtter utflity.

A. Kane owns and operates a sanitary wastewatcr collection s)6tem thatpmvides

sanitary wastewater service b approximately 2,019 orsomers in Kane Borougb md

a portion of \lresmore Tonmship in McKeaa County. The breakout of Kane's

customer count is: 1,847 residsntial, 162 cornmercial, 3 industrial, and 7 municipal.

The $ 17.56 million purchase prico br a wastewater utility assas serving 2,0 19

cusbmem €quates to a cost of ryproximately $8,700 per customer.

a. Doer the Application provide the termr of the kopoced Ttansacdon?

A. Yes, the AssctPurchase Agreement ("APA') dated Novemba 4,2019 was included

with the Application. The APA states that tbe purchaso pnce is Seventoen Million,

Five Hundred Sixty Thousand Dollars ($17,560,000). The Application idicates that

tbe purcbase pnce is based on arm's length negotiations. PAWC and Kane Borough

ar€ uot affiliard with each otbr.

Ilircct Trrtinony of Rrlph C. Snith
On Bchrtf of txc Of,icc of Conrumcr Admcetc
Pegc 15 of45
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Attachment 18-2

ASSET PURCHASE AGREEMENT

7. Aqua and Limerick are parties to an Asset Purchase Agreement dated November 16,

2016.AquaExhibit1,Application'lf 5and!f 18; seealsoAquaExhibitNo. 1,Exhibitc.

8. The negotiated purchase price, which is based on arms' length negotiation, is Seventy-

Five Million One Hundred Thousand Dollars ($75,100,000.00). Aqua and Limerick are not affiliated

with each other. Aqua ExhibitNo. l, Application tf l8 and Aqua St No. I at6,lines 6 through 10.

9. Aqua will use short term credit lines to fund the transaction. The short term credit

funding will be converted to a mix of long-term debt and equity capital shortly after closing. Aqua

St. No. I atT,lines 18 through 20; see also LqtaExhibit No. 1, Application !f 18.

ASSETS BEING TRANSFERRED

10. The wastewater system assets to be transferred are the "Acquired Assets" and have

the meaning specified in Section 2.01 of the Agreernent. The Acquired Assets include all real

property Limerick owns and uses in the operation of the wastewater system and all sanitary

wastewater related treatment and conveyance facilities, including the Possum Hollow Waste Water

Treatment Plant ("PHWWTP"), the King Road Waste Water Treatment Plant ("KRWWTP') and all

pipes, pumping stations, manholes and pipelines and billing and collections related assets neoessary

to run the system. Aqua Exhibit No. 1, Application !l 19.

11. Acquired Assets also include the contracts identified on Schedule 4.15 of the

Agreement to which Limerick is a party (the o'Assigned Contacts"). Since contract parties, other

than Limerick, are identified by name, Schedule 4.15 and the Assigned Contracts are considered

CoNFIDENTIAL. Copies of CONFIDENTIAL Schedule 4.15 and the CONFIDENTIAL Assigned

Contracts were included with the Application as Confidential Exhibit F and admitted into evidence

as CONFIDENTIAL Aqua Exhibit No. 4. Aqua Exhibit No. l, Application ![ 20 and Tr. l3 and 20.

4
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$5,572,770. Exh. A-14-a, SWPA St. I at ll-12. The allocated purchase price for the water

system is $4,734,800 and the wastewater system is $4,765,200. Appendix A-14, SWPA St. 2 at

4-5.

The valuation experts were paid S59,145 for the Fair Market Value Appraisal Reports for

both the water and wastewater systems. Exh. A-8-a. SWPA also indicates that it will incur

transaction and closing costs of approximately $ 1,000.000 between the Water Systern and the

Wastewater System, which will be included in rate base. Appendix A-14, SWPA St.l at 5-6;

Appendix A-12.

OCA will examine the ratemaking rate base claims to determine if the claims are

reasonable and appropriate for ratemaking purposes.

2. Proposed Rates: SWPA proposes to charge customers of the Mahoning Township

system the Mahoning Township water and wastewater rates in effect at closing. Application at

6, l1; Appendix A-13. Those rates will remain in effect until SWPA's next base rate case but

SWPA may impose any fee or surcharge permitted by its Commission-approved tariff. Id.

The proposed rates do not appear to match the existing Mahoning Township rates. The

OCA will investigate this apparent discrepancy. The OCA will investigate the impacts on the

current customers as well as on Mahoning Township customers of the various assumptions and

proposals.

3. The OCA submits that additional information is necessary to determine how the

transaction will substantially and affirmatively benefit Suez's existing customers.

4. Conditions: Whether any conditions should be imposed upon the proposed kansfer

to ensure that Suez's customers are treated in a fair and just manner in accord with Pennsylvania

law and Commission rules and regulations.

4
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MAHONIT{G TOWNSHIP CUSTOMER UST

ilamc SeryiceAddrcss
T & S REALTY 304 HOLLOW DR

T & S REALTY 306 HOLLOW DR

T & S REALTY 308 HOLLOW DR

T & S REALTY 310 HOLLOW DR

T&S REALW 312 HOLLOW DR

DAVID & JOANNE BROOKO\32 TERRE LANE

JAYA SUGUNARAJ & JESSITI 214 ABBEY RD

DAVID BULBIN & BARBARA 74 WOODLAND DR

JEFFREY MOLINARO 1318 BLOOM RD

CRYSTAL DOMETITA 91 WOODLAND DR

AYUSA SINHA 672 LOWER ST

MADIAN YAHYA 676 LOWER ST

JEFF WATSON 168 KASEVILLE RD

ANWER & SARAH QURESHI 656 LOWER ST

ROSS & ASHLEY PETERS 83 TERRE LN

QUESHIANWER 564 LOWER STREET

MATHUR HERSH 660 LOWER STREET

PRASANNA SANKEPALLI & S 568 LOWER ST

MARK GATSKI & CATHERINI32 DELWOOD DR

JONATHAN & LAURA SPAHFTS TERRE LN

DANKO HOLDINGS LP 1301 BLOOM RD

TOTALS

Customcr No
11470.01

LL471.OL

tt472.Ot
11473.01

tL474.Ot
11475.01

L1476.02

11478.01

LL479.OL

11480.01
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11485.01

11488.01
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11166.02
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Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

Sewer

st rn EBJs

L

1

1

1

I
1

1

1

1

1

1

1

1

1

1

1

1

1

L

1

0

1431

1432
1433

1434

143s

1436

L437

1438

1439

7440

t44t
tMz
7443

1444
74/.5
t4r',6

7447

1'[48
7449

1450

145t

EDt, Count

2195 1451

1

1

1

1

t
1

7

7

1

1

1

1

1

1

1

1

1

L

L

1

1
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2l . Second, Ms. Vicari used inconsistent purchasc price values to calculate the average costs pcr

custonrer. Id. at 2l-22.

(a) Incorrcct Use of Proiected Customers

Ms. Vicari used an incorrect numberof customers for MACM. In Appendix A-17-a. it

states that MACM has 12,780 customers. yet Ms. Vicari used 21.953 customers. OCA St. I at

20-21. She explained that she used that number because she counted the individual connections

for each bulk customer. Id. She never supplied her calculation of the individual connections for

the four bulk customers. ld.

Ms. Vicari does not necessarily apply that logic to the other acquisitions in her sample

group by reflecting individual connections for any bulk customers. OCA St. lS at 16-17. By

using the actual number of customers for the other systems. she achieved a higher average cost

per customer. She then multiplied this overstated cost per customer times the unsupported

number of bulk customers' individual connection. compounding the error. Ms. Everette was not

able to confirm whether all of the customer numbers in Ms. Vicari's sample group were

consistently counted. She therefore used the 21.953 customer number used by Ms. Vicari to

minimize the issues in the proceeding.

(b) Inconsistent Purchase Price Values

Sinrilar to thc problem with the customcr count. MACM witness Vicari did not use

consistent purchase price values. OCA St. I at 2l-22. For the comparative acquisitions. she

used the purchase price plus the value of capital improvements required by the agreement of sale.

For MACM. however. she uses only the purchase price and does not consider the 562.7 million

of capital investments that PAWC anticipates making over the next l0 years. lncluding the cost

60
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McKeesport sewer system to be sold for $156 million
September 16, 2016 12:00 AM

By Deana Carpenter

The Municipal Authority of the City of McKeesport has agreed to sell its sewer system to Pennsylvania American Water
for approximately $156 million.

The sale is needed to bring the city to more stable financial ground and avoid Act 47,the program for financially
distressed municipalities, or municipal bankruptcy, McKeesport Mayor Michael Cherepko said at the Sept. 7 council
meeting.

"It became very clear to this adrninistration that the only way to save our community from municipal bankruptcy, while
continuing to offer the same level of services our residents deserve, would be to transfer our local sewage system to a
regional or national utility company," Mr. Cherepko said in a news release.

A purchase agreement was signed by both parties last Friday following votes by crty council and the municipal authority
to sell the sewer system. The sale is expected to be finalized in the second half of next 5rear pending regulatory approvals

and other closing conditions.

The system selves 22,ooo customers in McKeespoft and the communities of Dravosburg, Duquesne, East McKeesport,

Elizabeth Township, Glassport, Liberly, Uncoln, North Versailles, Port Vue, Versailles and White Oak.

"We look forward to closing the proposed acquisition and to providing \.vastewater services that reflect our commitment to
environmental stewardship and quality customer service," said

Kathy L. Pape, president of Pennsylvania American Water, said that after the deal is closed, the company looks forward
"to welcoming the Municipal Authority of the City of McKeesport's employees and customers to the Pennsylvania

Ameriean Water family. "

She said the company also looks forward to "providing wastewater services that reflect our cornmitment to environmental
stewardship and quality customer service."

The next step is approval of the acquisition by the Pennsylvania Public Utility Commission along with other approvals,

such as from the state Department of Environmental Protection.

In June, state Auditor General Eugene DePasquale said McKeeesport erred when it accidentally spent $7zg,z7; in state

funds earmarked for pension costs and subsequently couldn't pay its $2.3 million annual pension obligation last year.

McKeesport officials said then they would remedy the shortfall through "the sale of an asset in the near future."

"The total proceeds of the pending sale of the Municipal Authority of the City of McKeesport will solidify the City of
McKeesport's financial position for years to come," Mr. Cherepko said this week. "The down payment associated with this

htQs:/fliber.postgazette.com/local/easU2016/09/16/McKeesport-sclls-sswer-authorig-for-156-million/stories/201609160031.pint 1t12
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sale will generate enoush nevenue to cover all of the city's outstandi;;*-r, 
"oor"o"A$SP"h[fi[th1**municipal obligations associated with the ci!y's pension funds."

Deana Carpnter, {reelane writq: suburbanliuing @postgazette.com.

htpe'//liber.postgazette.com/locaUeasU20'16109/16/Md(eespott-sell+sewer-authority-for-15&million/sbdes201609l60031.prlnt ?n



Type
co1
co.2
IND
MIX
RES
Grand Total

Attachment 18-2

EAST END SEWER ACCOUNTS

20154 201$3 20152 2015-1 20141 2014-g 2011-2 2014-1
2,070,000 2,060,000 1,831,000 2,284,000 2,971,000 2,665,000 1,498,000 1,278,000

739,000 1,050,000 885,000 793,000 1,028,000 1,061,000 873,ooo 873,000

1 5,000 9,000 I 0,000 4,000 1 7,000 14,OOO 1 2,OOO 18,000
13,780,000 13,367,000 12,924,000 13,280,000 12,700,000 14,137,000 14,241,000 12,874,000
16'604'000 16,486,qn 15,650,000 16,361,000 16,716,qn 17,877,N0 16,524,qr0 15,04:,,(XrO

94 90 89 91 87 94 93 91

20154 GPD 201$3 GPD 2015-2 GPD 2015-l GPD m144 GpD m14-3 GpO 2014-2 GpD z}14-1cpD
22,021 22,8E9 20,573 25,099 34,149 28,3s1 16,108 14,044
7,862 11,667 9,944 E,714 11,816 11,287 9,387 9,593

160 100 112 41 195 149 129 198
146,596 ',t48,522 145,213 145,934 145,977 150,394 153,129 141,473
176,638 183,178 175,843 179,791 192,138 190,181 179,753 165,308

Type
col
co2
IND
Mrx
RES
Grand Tota!

# DAYS

Grand Total

1

Type

co1
co2
IND
Mtx
RES

TotalUnits

145
40

Grand Total 1

Service Area Total Units

Total Active
UniB

109
16

Total
Accounts

65
13

Type

co1
co2
IND
Mtx
RES
Grand Total

8,245,000
3,467,000

38,000
53,351,000
65,101,000

8,412,000
3,835,000

61,000
53.952,000
66,260,m0

2015 Totat Al14 Total

3
823
904

8

,043
,236

7
1012
1,lU

TotalActive
Units

282
5't

90
4

109

110
110

31

47
66
37

132
2

73
1,1U

Total
Accounts

107
52
56

5
110

1

70
112

31

48
66
40

132
2

72
904

BP
BR
BW
CR
CW
EE
GL
HD

PD

PM
PS
SC
SH
SRO
WB

290
52
99

5
't 10

1

132
127

31

48
66
65

132
2

76
1,236

0'122t2016 NGT\673\2015-4 Customer Summary by Class



SOUTH END SEWER ACCOUNTS

Type 2015,0 2015-3 2015-2
co1 163,000 68,000 33,000
RES 7,U4,000 7,494,000 7,172,000
Grand Total 7,607,000 7,552,000 7,205,000

Attachment 18-2

20144 2014-3 2011-2
277,000 265,000 26,000

7,109,000 7,576,000 7,233,000
7,386,000 7,841,000 7,261,000

201+12015-1
27,000

7,565,000
7,592,000

25,000
7,750,000
7,775,000

2015 Total 2014 TotalType

co1
RES
Grand Total

# DAYS 94 90 E9 91 87 94 93 91

Type 2O154GPD 2015-3GPD)15-2GPD 2015-IGPD 201't4cPD 2014-3cPD 2014-2GPD 2014-1 GPD
col 1 ,734 756 371 297 3,1 84 2,81 I 301 275
RES 79,191 83,267 80,584 83,132 81,7',t3 80,596 77,774 85,165
Grand Total 80,926 84,022 80,955 83,429 E4,E97 83,415 78,075 85,440

Type
col
RES
Grand Total

Total Active Total
TotalUnits Units Accounts

622
611 605 607
617 607 609

291,000
29,675,000
29,966,000

59s,000
29,668,000
30,263,000

TotalActive Tota!
Service Area Total Units Units Accounts
ES 17E 174 174
HGN 129 125 125
HGS 30 29 30

MG 21 21 21

ws 259 258 259
Grand Total 617 607 609

01t2212016 NGT\673\2015-4 Gustomer Summary by Class
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AVONDALE SEWER ACCOUNTS SEWER ACCOUNTS

20154 2015-3 2015-2 201*1 20144 2014-3 201G2 20144
2,833,000 3,044,000 2,895,000 3,014,000 2,844,000 2,681,000 2,s98,000 2,992,000

191,000 208,000 235,000 228,00a 224,OOO 195,000 192,000 179,000
301,000 312,000 2ss,000 273,o0a 2?7,000 25E,000 276,000 332,000

4,090,000 3,750,000 3,588,000 4,089,000 3,506,000 4,183,000 4,716,000 3,70s,000
31 ,000 24,000 20,000 19,000 21,000 22,000 19,000 74,000

7,445,999 7,338,000 6,993,000 7,623,000 6,922,000 7,339,000 7,901,000 7,292,000

Type
co1
coz
Mtx
RES
TWP
Grand Total

Type
col
coz
Mtx
RES
TWP
Grand Total

# DAYS 94 90 89 91 E7 94 93 91

Type 20154GPD 2015-3GPD,IS-ZGPD 2015-1 GPD 201/t 0GPD 2014-3GPD 201+2GPD 201+1 GPD
co1 30,138 33,822 32,528 33,121 32,690 26.521 27,935 32,879
co2 2,032 2,311 2,640 2,505 2,575 2,074 2,06s 1,967
Mlx 3,202 3,467 2,865 3,000 2,609 2,745 2,968 3,648
RES 43,511 41,667 40,315 44,934 40,299 44,500 s0,710 40,714
TWP 330 267 225 209 241 234 204 813
Grand Total 79,213 81,533 78,573 83,769 78,414 78,074 83,882 80,022

TotalUnits
397

4
8

306
3

718

TotalActive Tota!
Units Accounts

48 3E
44

228
282 230

33
359 283

Type

co1
coz
Mrx
RES
TWP
Grand Total

2015 Total 201t[ Total

11 ,786,000
862,000

1,141,000
't5,517,000

94,000
29,400,000

1 1 ,1 15,000
790,000

1,093,000
16,110,000

136,000
29,2M,o0o

Total Active Total
Service Area Total Units Units Accounts
41 308 76 46
BH 123 120 121
BH2666
RR 130 119 79
TK 151 38 31

Grand Total 71E 359 283

012.212016 NGT\673\2015-4 Customer Summary by Class
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The PA PUC Approves First Wastewater Sale Under
New Act 12

06t't4t2017

June 14, 2017 (Philadelphia, PA) - On June 14, 2017 , the Pennsylvania Public

Utility Commission approved, in a four-to-one vote, Aqua Pennsylvania

Wastewater, lnc.'s application to acquire the wastewater system of New Garden

Township and its Sewer Authority, and to begin providing wastewater service to

the residents of New Garden and Kennett Townships in Chester County. The

transaction is the first to be approved using the fair market valuation approach

established by the Pennsylvania State Legislature and Governor Tom Wolf with

Act 12 of2016 (Act ofApr. 14,2016. P.L. 76, No. 12, 66 Pa. C.S. S 1329).

Act 12 is changing the landscape for municipal sales of water and wastewater

systems to PUC+egulated public utility companies. The new law allows the
parties to the transaction to opt in to a new method of valuation, which takes the

value of the system for ratemaking purposes as either the lower of the average of
two independent fair market value appraisals-one obtained by the utility buyer

and one by the municipal seller-or by the negotiated purchase price. Prior to Act

12, system value for ratemaking was based on depreciated original cost, which

would likely always result in a lower sale price than fair market value. ln addition,

the new law requires the PUC to act within six months of the acceptance of the

application.

Act 12 became effective mid-June 2016, and the PUC issued its final

implementation order in October 2016. The New Garden transaction was the first

Act 12 application, submitted for approval in December 2016. Aqua, New Garden,

and the Authority agreed to a negotiated purchase price of $29,500,000, which

tumed out to be less than the average of the two appraisals commissioned by

Aqua and New Garden. The valuation for ratemaking purposes was therefore set

ar $29,500,000,

A protest to Aqua's application for PUC approval pursuant to Act 12 in the New

Garden transaction was filed by the Bureau of lnvestigation and Enforcement,

which sought a review of both of the fair market appraisals used, additional

information about the proposed rate freeze agreed to by the parties, and a

determination of whether the transaction was in the public interest under Section

1102 of the Public Utility Code.

An additional protest was filed by the Office of Consumer Advocates requesting

further information to determine whether supplementary conditions should be

imposed on the transaction to ensure that Aqua's existing customers are treated

in a fair and just manner; how the transaction will substantially and affirmatively

benefit Aqua's existing customers; and whether the agreement sufficiently

provides for safe, adequate, and reasonable service at iust and reasonable rates

An evidentiary hearing was held before an administrative law judge on February

16,2A17 , After the hearing, the judge recommended the denial of Aqua's

application, concluding that Aqua had failed to demonstrate by a preponderance

of the evidence that the acquisition was in the public interest because it failed to

demonstrate that the transaction will result in affirmative public benefits to its

existing customers. The judge also concluded that Aqua had failed to support its

rate stabilization plan with evidence to show its basis and impact. The judge did

Related Lawyers

Skye C.A. Nickalls

Merc A. Feller

Related Practices

Corporate and Business

Related Offices

Philadelphia, PA

https:/Arur',v.dilworthlaw.com/NewsEvenB/PressReleases?find=263302&printver=true 1t2
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Attachment 18-2

invest in necessary capital improveinents and resourccs, and expcrienccd managerist and

operating personnel noc€ssary to provide safe and reliable sewer services to the residents of

the TOS and surrounding areas. PAWC is currently the water provider within TOS and is

the op,erator of TOS's System pump station

a. PLEASE DESCRIBE PAWC'S HTSTORICAL REII\TIONSEIP WTIH TOS.

A. Since PAWC's acquisition of the water and wastewat€r assets of the City of Coatesville

Authority ("CCA") in March 2001, PAWC has been the regional wastcwater (and water)

provider in the City of Coatesville and surrounding communities. . PAWC's treats the

wastewater ftom the communities of Sadsbury Township, City of Coatesville, East

Fallowfield Township, Caln Township, West Caln Township, Valley Township, West

Sadsbury Township, Highland Township, West Brandyvine Township and Parksburg

Borough. TOS has been a bulk wastewater customer of PAWC since PAWC's acquisition

of CCA's water and wastewater system assets. We maintain a relationship with TOS and

other local municipalities by participating in local events, providing environmental and

firefighting grants, offering the "H2O Assistance Program," and supporting economic

gowth through infrasfr'rcture improve,ments in the communities we serve.

HOW MANY CUSTOMERS DOES THE TOS SYSTEM CURRENTLY SERVE

AITD HOW MANY CUSTOMERS DOES PAWC CURRENTLY SERVE?

As of December 31, 2016, TOS furnished wastewater services to 998 customers. This

number includes 950 residential and 48 cornmercial customer connections. Of these

a.

A.

t2
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interest in discussing the potential acquisition of the Systcm and the use of Section 1329,

the fair marke value approach. TOS's representatives executed the Letter of Interest on

December 6 and 7, 2016 and returned it to PAWC. This 'olettetr of Interest" was extended

through amendments on March 9, 2017, May 2,2017, June 6, 2017, and July 5, 2017 to

allow the parties to enter into a definitive agreernent. Tluough these extensions, PAWC

and TOS jointly retained the services of Herbert E. Madombie, Jr., P.8., of Media

Pennsylvania to complete the Engineer's Assessment of Tangible Assets pursuant to

Section 1329. The Engineer's Assessment of Tangible Assets is included as Sg$!g[!,!

of the APA and included with the UVE fair market valuation reports at Appendix A-5.

PAWC, pursuant to Section 1329, retained the senrices of AUS Consultants of Greenfield

Wisconsin to complete an appraisal of the Systan. TOS retained the services of Herbert,

Rowland & Grubic, Inc. of Harrisburg Pennsylvania to also complae an appraisal of the

System. These appraisals accompany the Application at Appendlx A-5 (together with

electronic working documents at Appendix A*{) and are includd as Schedule 2.2 of the

APA. After receipt of the two appraisals and subsequent arms-length negotiations, on May

l, 20lE TOS's Board of Supervisors approved the APA, which was subsequently executed

by PAWC and TOS that day too. This APA includes a negotiated purchase price of

$9,250,000.

CAN YOU PLEASE PROVIDE AI! OVERVIEW OT THE APA?

Yes. The APA is attached as Appendix A-2$t to the Application (PAWC Exhibit KEG-

l). The APA sets forth the terms and conditions pursuant to which the TOS will scll, and

PAWC will purchase, the System, as well as substantially all assets, properties and rights

l0

ll

t2

t3

l4

l5

l6

l7

l8

t9

20 a.

2t A.
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Elizabeth Rose Triscari, Esquire
Pennsylvania-American Water Company
800 West Hersheypark Drive
Hershey, PA 17033
(717) s20-4606
elizabeth.fr iscari @emwater. com

The Applicant's attorneys are authorized to receive all notices and communications regarding this

Application.

6. PAWC is a regulated public utility corporation duly organized and existing under

the laws of the Commonwealth of Pennsylvania, and is engaged in the business of collecting,

treating, storing, supplying, distributing and selling water to the public, and collecting, treating,

hansporting and disposing of wastewater for the public. Water and wastewater services are

furnished by PAWC to the public in a serice territory encompassing more than 400 communities

across the Commonwealth with a combined population of over 2,400,000. A description of

PAWC's existing certificated water and wastewater service territory is found in Appendix B,

along with a detailed corporate history outlining all of the mergers, acquisitions and

consolidations, which have created PAWC as it exists on the date of this Application.

7. Steelton is a municipal water authority, organized by the Borough of Steelton in

accordance with the Municipality Authorities Act, 53 Pa. C.S. $5601, et seq., with its offices

located at 123 North Front Street, Steelton, Pennsylvania. Steelton owns and operates the Steelton

System, providing water service to the public in the Borough of Steelton and a portion of Swatara

Township (the "Service Area"), in Dauphin County, Pennsylvania.

8. As of November 30, 2018, Steelton furnishes water service to 2,472 customers

including 2,289 residential,l24 commercial, l3 industrial, 34 institutional, 1l municipal, and one

bulk sales customer connection.

4
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PENNSYLVANIA REAL.TIME NEWS

Steelton water sale closer to completion as Pa. American Water signs $22.5 million
agreement
Updated Nov 15, 2018;
Posted Nov 15. 2018

SIEELTOl{ UAT RTTIOX PLIilT

iltr
TIfl

. u*Y

Pennsylvania American Water announced today it signed an agreement

to acquire the water assets of the Steelton Borough Authority. Pending

regulatory approvals, the sale should be complete by the third quarter of

2019.

8
shares

Bv Slerc-llars-Ei-lslEgeri@pe-E-n[rc,sso

The sale of Steelton's water system is one step closer to completion.

Pennsylvania American Water announced today it has signed an agreement to acquire the water assets of the Steelton

Borough Authority for $22.5 million.

The two will next seek approval of the acquisition from the Pennsylvania Public Utility Commission and other necessary

approvals from the Pennsylvania Department of Environmental Protection, according to the company.

1

@ Subscribe



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Appraisals

19. Have Buyer's and Seller's WE corresponded with regard to their respective
fair market value appraisals of the assets at issue in this case? If yes, provide
the following infonnation:

a. Identifu the nature and date(s) of correspondence;

a. Identiff the type(s) of correspondence (i.e. written, verbal, etc); and,

b. Provide copies of any written correspondence exchanged between the
UVEs.

Response: Jerome C. WeinerL Principal and Director - AUS Consultants.Inc.

No. The Buyer's and Seller's UVE did not corespond regarding their
respective fair market value appraisals of the assets at issue in this case.

Response: Ilarold \Ualker III, Manager, Financial Studies
Gannett Fleming Valuation and Rate Consultants. LLC.

No. The Buyer's and Seller's LfVE did not correspond regarding their
respective fair market value appraisals of the assets at issue in this case.



20.

Miscellaneous

Response:

Pennsylvania-American lVater Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Are there any outstanding compliance issues that the Seller's system has
pending with the PA Departrnent of Environmental Protection. If yes,
provide the following information:

a. Identifu the compliance issue(s);

b. Provide an estimated date of compliance;

c. Explain Buyer's anticipated or actual plan for remediation;

d. Provide Buyer's estimated costs for remediation; and,

e. Indicate whether the cost of remediation was or is anticipated to be
factored into either or both fair market valuation appraisals offered in this
proceeding.

a.-d. To the Buyer's knowledge there are no outstanding
compliance issues that the Seller's system has pending
with the PA Department of Environmental Protection.

e. AUS Consultants: The AUS Consultants' appraisal
considered any system remediation in its depreciation
deduction in the cost approach and the capital
expenditures deducted from future cash flows prior to
arriving at the net cash flows to discount. The market
approach used the cost approach conclusion as a basis of
comparison to market sales and as such the depreciation
deduction taken in the cost approach also recognizes any
remediation cost in the market approach.

Gannett Fleming: Gannet Fleming's appraisal did not
factor in specific projected remediation cost. However,
the income approach does factor in (deduct) estimated
capital expenditures when calculating future net cash
flows. Historical remediation cost is reflected in the cost
approach.



Pennsylvania-American Water Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Provided by: Michael J. Guntrum, Pennsylvania-American lYater Company
Senior Project Enqineer

Harold Walker III, Manager, Financial Studies
Gannett Fleming Valuation and Rate Consultants, LLC

Jerome C.lYeinert Principal and Director - AUS Consultants,Inc.



Pennsylvania-American lYater Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Miscellaneous

21. Are there any outstanding compliance issues that the Seller's system has pending
with the US Environmental Protection Agency? If yes, provide the following
information:

a. Identifu the compliance issue(s);

b. Provide an estimated date of compliance;

c. Explain Buyer's anticipated or actual plan for remediation;

d. Provide Buyer's estimated costs for remediation; and

e. Indicate whether the cost of remediation was or is anticipated to be
factored into either or both fair market valuation appraisals offered in this
proceeding.

Response:
a-d To the Buyer's knowledge there are no outstanding compliance

issues that the Seller's system has pending with the US
Environmental Protection Agency.

e. AUS Consultants: The AUS Consultants' appraisal considered any
system remediation in its depreciation deduction in the cost approach
and the capital expenditures deducted from future cash flows prior to
arriving at the net cash flows to discount. The market approach used
the cost approach conclusion as a basis of comparison to market
sales and as such the depreciation deduction taken in the cost
approach also recognizes any remediation cost in the market
approach.

Gannett Fleming: Gannet Fleming's appraisal did not factor in
specific projected remediation cost. However, the income approach
does factor in (deduct) estimated capital expenditures when
calculating futue net cash flows. Historical remediation cost is
reflected in the cost approach.



Pennsylvania-American lYater Company
Acquisition of the Township of Valley's Water Assets

Section 1329 Application Standard Data Requests

Provided by: Michael J. Guntrum, Pennsylvania-American Water Company
Senior Project Engineer

Harold lYalker III, Manager, Financial Studies
Gannett Fleming Valuation and Rate Consultants, LLC

Jerome C. Weinert, Principal and Director - AUS Consultantsr lnc.



VERITICATION

I Rod P. Ncvirauskas hencby statc that th€ fa&ts above set fo(& above ue truc ad oorrect

to the bet of my knowledge, infonuation ard bclio{, and that I apoot to be able to provo tlro

samoatahoaringhcldinthismdt€r. Iundcreteldthatftcststsmcntsmadehercinaremado

subjwt to the po,naltics of 18 Pa Cons. StEt. $4904 relatingto unswom falsificEtion to

authoritim.

Rod . Nerrirau*ss, Sr Rates ad Rcgulatior
Pennsylvmia-American Water Company

Dated: flckbo. ,, Ly..a



VERIFICATION

I, Keith E. Gabage hercby statc that the facts above set forlh above are tnre and correct to

the best of my knowledge, information and belief, and that I expect to be able to prove the same

at a hearing held in this matter. I rmderstand that thc statemeots made herein are made subject to

the penalties of 18 Pa. Cons. Stat. $4904 relating to unsworn falsification to authorities.

€
E. Cabage, Business Development

Pennsylvania-American Water Company

Dated: |oltlr, 7, zDzc)



YERIFICATION

I, Jaome C. Wcinsrt, P.8., hei,*y state thd drc frcts aboveeet fotth above are tnre and

wnect to tbe bost ofmy knowlodgp, infomation and bolicg md &st I cxpoct to ba able to provc

&osomeatahoaringhcldinthiematter. IrnrdwtanrlthatthostatcmqilBrnadehoreiaarernodc

$Sjcct to the penatties of 18 Pa Cms. Stst $4904 rolating to uurwmo falnifieEtion to

*lrflrori[es.

"lM

Jerromc C, Weircrt,, P.E. Principal andDiroctor
AUS Cousultrftts,Inc.

Datod: 7ok[n, 1. uzo



VERIHCATION

I,Ilamld Walker, III hcreby statc thatthc frcts above set forth above are true and conect

to the bc.st of my knowlcdge, inforn*ion and beliei and that I ocpect to be ahlc to prove the

samc at a hearing held in this matter. I urderstatrd thst tho shficmonts rnade hercin are made

subjcct to &e ponaltiee of 18 Pa. Cons. Stat $4904 rcl*ing ts unsulom falsification to

authoritics.

Harold lValker Itr, Manager, Finsncial Senices
CrannettFtcming

Dard: oa{obc. 7, LoZrt



VtrRIMCATION

L Michasl J. Guntrom hwby stotc that &c frffi sbmro sa forft above erc tru€ and

corrcct to thc bcst of my knowlodgc, infonnatisn rd balrtq md &d t crycc to bc ablo to pnove

the sarue c a hearhg hoH in his mgtcr. I undcrstsirl that ffrc strhmarts mrdc hcrein sc oradc

rubjoc to fie pcnaltic of lt Pa Cme. Sbt. $4904 rolating to unsuifir falsifisdioil to

amhoritio.

Enginccr
SlgorCornesny

Dacd: )c{o[.. 1, ZO zo

CS


