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@ Gannett Fleming

Excellence Delivered As Promised

July 15, 2020

Via email to manager(@valleytownship.org

Ms. Carol R. Lewis
Township Manager

Valley Township

890 West Lincoln Highway
P.O. Box 467

Coatesville, PA 19320

Re: Fair Market Value Appraisal

Dear Ms. Lewis:

In accordance with your request, we have prepared a fair market value appraisal of the
Valley Township’s water system assets (“Water System”) as of March 31, 2020.

Fair market value is defined as “the price, expressed in terms of cash equivalents, at
which property would change hands between a hypothetical willing and able buyer and a
hypothetical willing and able seller, acting at arm’s length in an open and unrestricted market,
when neither is under compulsion to buy or sell and when both have reasonable knowledge of
the relevant facts.”

Based on our analysis, as described in the attached appraisal report, the estimate of the
fair market value of the Water System as of March 31, 2020 is $10,532,000 (rounded).

Our appraisal was developed consistent with the Uniform Standards of Professional
Appraisal Practices. Our fair market value appraisal of the Water System was based on the Cost,
Market and Income Approaches to valuation. We used seven methods under the Cost, Market
and Income Approaches to valuation: Original Cost Method, Replacement Cost Method,
Capitalization of Earnings Method, Market Multiple Discounted Cash Flow Method,
Capitalization Discounted Cash Flow Method, Market Multiples Method, and the Selected
Transactions Method.

The attached narrative appraisal presents our findings and conclusions regarding the fair
market value of the Water System’s assets of March 31, 2020. The report describes the valuation
methodologies employed and the Exhibits that present the valuation results.

Gannett Fleming Valuation and Rate Consultants, LLC

1010 Adams Avenue «Audubon, PA 19403-2402
t: 610.650.8101 « f: 610.650.8190
www.gannettfleming.com
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Gannett Flemming

Ms. Carol R. Lewis
Coatesville, PA 19320 -2- July 15, 2020

The results of the analyses and calculations completed for each applicable approach are
detailed throughout the report and the Exhibits and are summarized as follows:

Valuation Indicated

Approach Value
Cost Approach $10,238,573
Income Approach 9,528,715
Market Approach 11,826,043

We thank Valley Township for this opportunity to provide valuation services in
connection with the fair market value appraisal of the Water System’s assets.

Respectfully Submitted,

GANNETT FLEMING VALUATION
AND RATE CONSULTANTS, LLC

PRSIV ==

HAROLD WALKER, III
Manager, Financial Studies

HW:amp
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INTRODUCTION

Introduction and Summary. The following narrative report presents our findings and
conclusions regarding the fair market value of the water system assets of the Valley Township as
of March 31, 2020. The report describes the valuation methodologies employed and the Exhibits
that present the valuation results. Based upon the analyses, we believe the fair market value of
the Valley Township’s water system assets is $10.5 million. This conclusion is based upon the
values suggested by the Cost, Income and Market approaches. During our analysis we found
indications of value that ranged from $9.5 million to $11.8 million. However, most of the
appropriate indicated values approximated $10.5 million.

Description of the Assignment. Gannett Fleming Valuation and Rate Consultants, LLC
was retained by the Valley Township (“Township”) to estimate the fair market value of the Valley
Township’s water system assets (“Water System”) as of March 31, 2020.

Standard and Premise of Value. The fair market value appraisal of the Water System

complies with the Uniform Standards of Professional Appraisal Practices, employing the cost,
market and income approaches. Fair market value is defined as “the price, expressed in terms of
cash equivalents, at which property would change hands between a hypothetical willing and able
buyer and a hypothetical willing and able seller, acting at arm’s length in an open and unrestricted
market, when neither is under compulsion to buy or sell and when both have reasonable knowledge
of the relevant facts.”!

As stated, the standard of value for this engagement is fair market value. The premise of

value is the going concern. The going concern premise of business value assumes that the business

1 The International Glossary of Business Valuation Standards

1
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will continue running normally using all of its assets to produce income and will continue operating
beyond the valuation date.

We valued the Water System’s assets as a group under the premise that the assets
collectively comprise an ongoing operating business enterprise. Additionally, in accordance with
66 Pa. C.S. Section 1329 the original source of funding for any part of the Water System’s assets
was not relevant to the determination of the value of said assets.

Intended Use of the Valuation. The intended use of the valuation is to comply with 66

Pa. C.S. Section 1329, Valuation of Acquired Water and Sewer System and conduct a fair market
value appraisal of the Water System in compliance with the Uniform Standards of Professional
Appraisal Practices, employing the cost, market and income approaches.

Client and Users. The client is the Valley Township. The intended users of the valuation

are the Valley Township, Pennsylvania American Water Company, Inc. and the Pennsylvania
Public Utility Commission.

Extraordinary Assumptions. There were no extraordinary assumptions required for this

appraisal.

Hypothetical Conditions. There were no hypothetical conditions assumed for this

appraisal.

Limiting Conditions. We accepted all information and data provided by the Valley

Township as it pertains to this assignment “as is” after a limited review. That is, we neither
audited nor verified any data, engineering assessment, financial record or operating data provided
for this assignment. We assumed all title to all assets included in the appraisal is good and
marketable, no hidden defects in the property or soil and no hazardous conditions or materials exist

which could affect the assets.
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Site Inspection. We viewed or observed the Water System’s facilities on June 17, 2020.
We also relied on engineering assessment of the Water System’s facilities report, “Valley
Township Water Facilities Engineering Assessment and Original Cost” and related files prepared
by Pennoni Associates Inc., to confirm the condition of the Water System’s property and
equipment.

Sources of Information. The following sources of information were reviewed during the

assignment:
Engineer’s assessment report “Valley Township Water Facilities Engineering Assessment
and Original Cost” and related files prepared by Pennoni Associates Inc.;
Township provided electronic files (PDF and Excel);
Water System’s Customer data;
Water System’s Fee Schedule;
Valley Township’s bulk service agreements;
Asset Purchase Agreement;
Water System’s 2018 Permit Compliance Report and Summary
Valley Township’s 5-Year Capital Plan
Valley Township’s Statement of Revenues & Expenditures for Water System (2017-2019);
Valley Township’s Audited Financials (2016);
Valley Township’s Budget for Water System (2020);
Blue Chip Financial Forecasts;
US Census Bureau, various data files;
Value Line Investment Survey; and

S&P Capital 1Q.
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Description of Valley Township. The Township is located in western Chester County in

southeastern Pennsylvania. It is immediately west of the City of Coatesville and approximately
6 miles west of the Borough of Downingtown. The Township is bounded by several townships,
including East Fallowfield to the south, Sadsbury to the west, West Caln to the north, and West
Brandywine to the east. The Township is the 55th largest land mass of Chester County’s 73
municipalities and was the 27th most populous with 7,632 people (2015) and 2,771 housing units
(2015). The Township consists of 5.9 square miles and lies approximately 45 miles northwest of
Philadelphia, Pennsylvania. According to U.S. Census figures, The Township’s population grew
32.8% from 2000 to 2010, while population in Pennsylvania grew 3.4% and 15.1% in Chester
County.

Description of the Water System. The Township owns and operates the Water System

which consists of the Mineral Springs Water Treatment Plant (“WTP”), three wells, one 150,000
gallon elevated tank, approximately 22 miles of distribution mains, associated infrastructure and
appurtenances, and related land and land rights. The Water System#ells approximately 65 million
gallons per year of drinking water to approximately 1,670 existing residential, commercial, and
institutional customers in the Township. The Water System is supplied by three wells and bulk
water purchased from Pennsylvania-American Water Company (“PAWC”).

Water pumped from the three wells is treated at WTP and then#onveyed from the WTP
directly into the distribution system and into a 150,000-gallon elevated storage tank. The three
wells, the WTP and the elevated storage tank were originally installed in 1988. The Delaware
River Basin Commission (“DRBC”) and PA Department of Environmental Protection (“DEP”)
approved a permit in 1988 for the withdrawal of up to 4,500,000 gallons of groundwater per month.

The permit has been extended a number of times over the years with the latest renewal for an
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additional ten years approved in 2018. The original permit extensions were granted with a
condition that an agreement be reached with the City of Coatesville Authority (“CCA”) for
installation of a back-up interconnection for the system. The CCA has since transferred
ownership of its water supply facilities to PAWC. Currently, bulk water purchased from PAWC
is supplied at the Airport Road Interconnect, Hillview Interconnect, Old Lincoln Highway
Interconnect, and Red Road Interconnect.

The WTP components include: two booster pumps, pump controls; treatment; chlorine
contact tank; three well meters, and one finished water meter. The treatment includes sodium
hypochlorite for disinfection, bulk caustic soda for pH adjustment, three chemical feed pumps, and
continuous chlorine analyzer. The WTP is generally in good condition. All finished water
piping and valves were replaced in 2008 and the meters and portions of the raw water piping have
been replaced since 2008. A SCADA system was installed and the control panel was replaced in
2016. Additionally, one of the booster pumps was replaced in 2017.

The three wells (V-1, V-2 and V-4) were drilled in 1987. The well pumps and motors
have been replaced several times since their original installation. Rehabilitation work on Well
V-1 and V-2 was conducted in 2012. The 90-foot, 150,000-gallon elevated storage tank was
constructed in 1988. The elevated storage tank was rehabilitated and repainted in 2009.

The Water System serves 1,669 customers through about 115,133 LF of ductile iron pipe
mains that range in size from 6” to 14”. The majority of the mains were installed in the 2000s
and the earliest installation is 1988. The Water System has 1,669 services, meters and 60
hydrants.

The Township utilizes one enterprise fund to account for the Water System’s operations

along with other enterprise fund operations. The Township’s audited financial statements reflect
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the use of the modified cash basis of accounting and provide limited information for the Water
System. The modified cash basis of accounting uses elements of both the cash basis and accrual
basis of accounting. The modified cash basis establishes a position part way between the cash
and accrual methods. The modified cash basis is not allowed under Generally Accepted
Accounting Principles (GAAP) or International Financial Reporting Standards (IFRS).

The Township’s audited financial statements only report a line item each for total revenues
and total expenditures for the Water System, do not report plant, assets, capitalization nor capital
expenditures#for the Water System and therefore,iprovide limited information for the Water
System. The Township’s annual statement of revenues & expenditures provide more details on
the Water System’s annual statement of revenues and expenditures than the audited financial
statements. Accordingly, we reviewed the Township’s statement of revenues & expenditures for
the Wastewater System for the years 2017 through 2019 and show those details on Exhibit 1.2
This information reveals the expenditures for the Water System do not include deprecation charges
nor interest charges.

According to the Township’s annual statement of revenues and expenditures, for the year
ended December 31, 2019 show (Exhibit 1) the Water System had reported revenues of $0.699
million and expenses of $0.620 million. At the same point in time, there is no information
regarding plant, assets, capitalization nor capital expenditures. As stated, the Township’s audited
financial statements provide limited information for the Water System.

The Water System is exempt from Pennsylvania Public Utility Commission (“PUC”)

regulation as a municipal utility. The Water System’s rate requirements are established by the

2 The information shown on Exhibit 1 for 2016 is based on the audited financial statements due to lack of annual
statement of revenues and expenditures for that year.
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needed funds to run the system. Most municipalities, including Water System, use a Government
Accounting Standards Board (“GASB”) process of accounting or the PA Department of
Community and Economic Development (“DCED”) versus Financial Accounting Standards Board
(“FASB”) method of accounting used by investor owned utilities (“IOU”). Municipalities are
not typically concerned with the return on and the return of their investments of their utility systems
since they deem they are providing a public service to their taxpayers. Municipalities typically
expense (i.e., maintenance expense) minor collection, renewals replacement, and customer
collection services capital expenditures and they do not typically fully account for the replacement
of all capital assets which are all typically capitalized (i.e., construction of capital asset,
construction expenditure, etc.) and “booked” at original cost by IOUs.  For these reasons, we do
not believe Water System’s financial statements should be fully relied upon without recognizing
their limitations.

As shown on Exhibit 2, the Water System provides service to 1,669 customers. The
Water System is estimated to add 182 connections through 2023. The Water Systems is not
dependent on industrial customers.

Demographics and Growth for the Water System. As shown on Exhibit 3, Table 3.1,

according to U.S. Census figures, the U.S. population grew 9.7% from 2000 to 2010, and the
population in Pennsylvania grew 3.4%. During this same period, Chester County’s population
grew 15.1% and the Township’s population grew 32.8% (Exhibit 3, Table 3.2). The Township’s
population growth was ranked 97 of the 2,572 municipalities in Pennsylvania.

The Census Bureau and planning agencies provide population projections for future time
periods. Population projections are a primary indicator of expected future growth, and they help

determine predictable demand for utility services, housing, roads, business services and facilities.
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The Delaware Valley Regional Planning Commission (“DVRPC”) publishes population
projections and employment projections for the Township and the nine Delaware Valley counties
(“Nine DVRPC Counties”). The DVRPC counties include Bucks County, Chester County,
Delaware County, Montgomery County and Philadelphia County, in Pennsylvania, and Burlington
County, Camden County, Gloucester County, and Mercer County, in New Jersey.

As shown on Page 2 of Exhibit 3, Table 3.3, the Township’s population growth is projected
to be about 329%the growth rate projected for the Nine DVRPC Counties during each five-year
period from 2015 through 2045. The Township’s project population growth places them in the
upper 92 percent or 92nd percentile of the 369 municipalities analyzed by DVRPC. Page 3 of
Exhibit 3, Table 3.4 shows the Township’s employment growth is projected to be about 403% the
growth rate projected growth rate projected for the Nine DVRPC Counties during each five-year
period from 2015 through 2045.

Currently, there are approximately 7,493 people (Exhibit 2) in the Water System’s service
area. There are 3,140 housing units in the Water System’s service area, and the ratio of people
in households to households is 2.39 persons per household. The Water System’s service area
density is 4.5 people per customer based on an estimated population of 7,493 and 1,669 customers.
The Water System’s service area density is higher than the 3.5 per customer density of water and

wastewater systems (see Table 2 in this report) indicating lower market penetration.

HISTORY AND NATURE OF THE BUSINESS

Economic Qutlook. The valuation date (March 31, 2020) is the specific date at which the

value of the Water System is based. Generally, only the circumstances existing at the valuation

date and events occurring up to the valuation date are considered. Events which could affect the
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value may occur subsequent to the valuation date.

An outbreak of a new strain of coronavirus was first reported in Wuhan, China in late 2019
and quickly spread around the world. A coronavirus is a kind of common virus that causes an
infection in sinuses, or upper throat. The World Health Organization (“WHO”) declared the
spread of the infection a pandemic. The WHO named the virus SARS-CoV-2, and the disease
COVID-19.

We do not believe the appraised value of the long-lived Water System assets will be
materially impacted by the COVID-19 or its related short-term events. In all likelihood, both the
mandatory and voluntary testing, preventative measures and social distancing should impact the
spread of the disease and constrain its impact to months while the Water System assets will provide
service for decades.

Moreover, the Water System’s customer base is not heavily dependent on customers from
sectors of the economy providing tourism and travel, employment services, mining/oil and gas
(energy), and leisure and hospitality which are likely to be the most impacted by COVID-19’s
related short-term events. Therefore, even on a short-term basis, the Water System’s revenues
and cash flows should not be materially impacted on a relative basis.

Nevertheless, we have included subsequent information in Appendix B (Known Impact of
COVID-19) regarding COVID-19’s known impact for informational purposes only and does not
affect the determination of value as of the specified valuation date of March 31, 2020.

In the valuation of any company, the general economic outlook as of the valuation date is
important since it influences how investors perceive alternative investment opportunities at that
point in time. As part of our analysis, we considered the forecasts for the U.S. economy that

prevailed as of March 31, 2020. In particular, we focused on the forecasts and economic
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these economic forecasts are presented in Table 1.

Economic Indicators
Latest Qtr Consensus Forecasts
40 2019 102020 202020

Key Assumptions
Real GDP 2.1 1.4 1.8
GDP Price Index 14 1.8 1.9
Consumer Price Index 24 1.8 1.9
Interest Rates
3-mo. Treasury Bills 1.61 1.6 1.5
10 Year Notes 1.79 1.7 1.7
30 Year Notes 2.26 2.1 22
Aaa Corporate Bond Yield 3.13 29 3.0
Baa Corporate Bond Yield 3.83 3.8 39
State & Local Bonds 313 2.6 2.8
Home Mortgage Rate 3.70 3.5 3.6

Table 1

Some of

Industry Review. A review of the industry in which the company operates is important

in determining value. The trends and stability of the specific economic environment affecting

operations need to be reviewed to gain further insight regarding the prospects and risks associated

with the industry and each company.

The water utility industry has a Standard Industrial Classification ("SIC") code of 4941

(Water Supply), has water utilities, and includes establishments primarily engaged in distributing

water for sale for residential, commercial, and industrial uses.

Government controlled

establishments such as municipal service districts and public utilities dominate the industry.

10
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Private companies or IOUs are active in the construction and improvement of water supply
facilities and infrastructure. There are currently 10,942 U.S. Businesses with a SIC code of 4941.

The water supply industry is the most fragmented of the major utility industries with more
than 53,000 community water systems in the U.S. (82% of which serve less than 3,300 customers).
The nation's water systems range in size from large municipally owned systems, such as the New
York City water system that serves approximately 9 million people, to small systems, where a few
customers share a common well.

An estimated 14% of all water supplies are managed or owned by IOUs. IOUs consist of
companies with common stock that is either actively traded or inactively traded, as well as
companies that are closely held, or not publicly traded. Currently (March 31, 2020), there are
only about nine investor owned water utility companies with publicly traded stock in the U.S.

A comparative industry to the water utility industry is the wastewater utility industry. The
wastewater utility industry has a Standard Industrial Classification ("SIC") code of 4952
(Sewerage Systems), has sewer utilities, and includes establishments primarily engaged in the
collection and disposal of wastes conducted through a sewer system, including such treatment
processes as may be provided. There are currently 2,195 U.S. Businesses with a SIC code of
4952.

The wastewater utility industry is a fragmented industry, although not as fragmented as the
water supply industry. According to the U.S. Environmental Protection Agency's ("EPA™) most
recent survey of publicly-owned wastewater treatment facilities in 2012, there are approximately
15,000 such facilities in the nation, serving approximately 76% of the U.S. population. Eighty
percent of domestic wastewater systems are government owned rather than 10Us. Currently,

there are no wastewater utility companies that have actively traded stock.

11
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The water utility industry and wastewater utility industry’s increased compliance with state
and federal water purity levels and large infrastructure replacements are driving consolidation of
the wastewater utility and water utility industries. Because many wastewater utility and water
utility operations do not have the means to finance the significant capital expenditures needed to
comply with these requirements, many have been selling their operations to larger, financially
stronger operations.

The larger IOUs have been following an aggressive acquisition program to expand their
operations by acquiring smaller wastewater and water systems. Generally, they enter a new
market by acquiring one or several wastewater or water utilities. After their initial entry into a
new market, the larger investor-owned water utility companies continually seek to expand their
market share and services through the acquisition of wastewater and water utility businesses and
operations that can be integrated with their existing operations. Such acquisitions may allow a
company to expand market share and increase asset utilization by eliminating duplicate
management, administrative, and operational functions.

Acquisitions of small, independent utilities can often add earning assets without necessarily
incurring the costs associated with the SDWA if such acquisitions are contiguous to the potential
purchaser.

In summary, the result of increased capital spending, to meet the SDWA requirements’

and to replace the aging infrastructure of many systems, has moved the wastewater and water

3 The SDWA, or Safc Drinking Water Act, is the principal federal law in the United States intended to ensure safe
drinking water for the public. Pursuant to the act, the EPA is required to set standards for drinking water quality and
oversee all states, localities, and water suppliers who implement these standards. The CWA, or Clean Water Act, is
the primary federal law in the United States governing water pollution. The CWA’s objective is to restore and maintain
the chemical, physical, and biological integrity of the nation's waters by preventing point and nonpoint pollution
sources, providing assistance to publicly owned treatment works for the improvement of wastewater treatment, and
maintaining the integrity of wetlands.

12
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industries toward consolidation.  Moreover, Federal and State regulations and controls
concerning water quality are still in the process of being developed and it is not possible to predict
the scope or the enforceability of regulations or standards which may be established in the future,
or the cost and effect of existing and potential regulations and legislation upon the sewer and water
systems. However, as a small to medium sized water system, the Water System faces the cost of
compliance with significantly limited financial resources when compared to larger IOU water

utilities.

QUANTITATIVE AND QUALITATIVE ANALYSIS

Comparison Review. The comparison review considers the financial and operating

statistics for the Water System, and a group of companies (“Comparable Group”) that operate in
the same basic or similar industry as the Water System. Since no marketplace exists for the
common stock of the Water System, an alternative to estimate the value of the Water System is to
analyze the price investors are willing to pay for the publicly traded common stock of companies
that are similar to the Water System. We list the Comparable Group chosen for study in Table 2.

The companies in the Comparable Group were selected based upon: (1) the availability of
financial information; (2) inclusion in the S&P Capital IQ database; (3) a March 31, 2020 market
value of common stock, the product of multiplying the closing stock price by the number of
common shares outstanding, greater than $200.0 million; (4) a March 31, 2020 total enterprise, the
sum of market value, preferred stock and total debt, greater than $450.0 million; (5) were not the
subject of a known acquisition at March 31, 2020; (6) with a Standard Industrial Classification
(SIC) of 4941 (i.e., Water Supply Facilities and Infrastructure) and (7) with a North American

Industry Classification System (NAICS) of 221310 (i.e., Water Supply and Irrigation Systems).

13
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The eight companies (“Comparable Group™) that met the criteria for selection are listed in Table

2.
Acquisition Date Size Statistics
Customer
Revenues Customers Population Density
(Mill. $)

Valley Township Water
System Assets $0.699 1,669 7,493 45
Comparable Group
Anmerican States Water Co $473.869 285,128 1,000,000 35
American Water Works Co Inc  3,610.000 3,434,000 15,000,000 44
Artesian Resources -CL A 83.595 92,640 300,000 32
California Water Service Gp 714.557 520,600 2,000,000 38
Essential Utilities, Inc. 889.692 1,026,704 3,000,000 29
Middlesex Water Co 134.598 120,000 400,000 33
SIW Corp 420.482 386,607 1,604,442 42
York Water Co 51.578 71,411 201,000 2.8

Median $447.176 335,868 1,302,221 35

Table 2

We believe that similar economic, industry and business risks have affected the
Comparable Group as those faced by the Water System. However, consideration must be given
to the fact that no two companies are exactly alike. Table 2 presents comparative statistics
regarding total revenues, customers, population of the area served, and customer density
(population + customers). On average, the Comparable Group are larger than the Water System.
The relative size difference between the group and the Water System suggests that the risk of the
Water System is greater than the Comparable Group. We will discuss the difference in risk

resulting from size later in this report.
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Financial Review. We conducted a financial review that considered the financial and

operating statistics for the Water System and the Comparable Group for the three-year period,
2017 to 2019. It is our opinion that the economic, industry and business risks affecting the
Comparable Group selected are similar to those faced by the Water System. However,
consideration must be given to the fact that no two companies are exactly alike.

The determination of reasonable water rates and sewer rates for the Comparable Group is
subject to rate regulation. For the Comparable Group, rate regulation serves as a substitute for
competition in the marketplace since utility companies are precluded from exercising complete
control over the price to be charged their customers. Under rate regulation, a cost of service
formula is used to set the price for service charged to customers. The cost of service formula
equates revenues to the sum of annual operating expenses, taxes other than income, depreciation
expense, income taxes, and the product of the rate base times a fair rate of return.

It is the responsibility of the utility seeking changes in rates to present sufficient evidence
to their regulators in support of their request. Historically, the Water System’s rates have not
considered a fair rate of return nor taxes. That is, the Water System’s rates would have been
higher and their financial results would have been healthier if they included a provision for a fair
rate of return and taxes. Therefore, the results of the Water System’s historical financial
performance shown on Exhibits 4 and 6 should be viewed with this knowledge.

Financial Benchmark Analysis. To gain insight into the risk differences between the

Water System and the Comparable Group, we reviewed financial ratios and coverages.
Unfortunately, there is not sufficient information for the Water System to do so due to the lack of
interest charges and deprecation charges being recorded in their financial information.

Therefore, a Financial Benchmark Analysis cannot be done.
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Risk Analysis. From an operations standpoint, the Water System and the Comparable
Group are indistinguishable. Both are required to meet SDWA and CWA requirements and are
also required to provide safe and reliable services to their customers.

A basic premise of finance is the tradeoff between risk and return.  That is, the higher the
perceived risk, the higher the required return.  Conversely, the lower the perceived risk, the lower
the required return.

As mentioned previously, size is a determinant of risk. Based on size, the Water System’s
risk is higher than the Comparable Group given Water System’s relatively small size. Table 2
details the size difference between the Water System and the Comparable Group. As shown on
Table 2, the Water System is many times smaller than the Comparable Group.

Size is a determinant of risk because the loss of a large customer impacts a small company
much more than a large company because a large customer of a small company usually accounts
for a larger percentage of the small company's sales. Further, a larger company has much more
diversification in customer mix, economic conditions, source of supplies, weather, demographic,
and financing than the Water System. Because the larger Comparable Group has a more diverse
geographic operation than the Water System, it enables them to sustain earnings fluctuations
caused by adverse weather conditions in one portion of its service territory. Further, the larger
Comparable Group has a more diverse customer base and is less susceptible to local downturns
associated with regional economic conditions than the Water System.

Exhibit 5, Table 5.1, provides an illustration which shows company size has been inversely
related to returns and the volatility of their common stock. Specifically, Ibbotson Associates
sorted 3,113 publicly traded common stocks based on size of market value (market price multiples

by the number of shares) and placed them into four different portfolios (quartiles). The common
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stock quartile return and the resultant size premium, column B, increased at an increasing rate as
you move from a larger stock quartile to a smaller stock quartile. Similarly, the total risk, or
standard deviation of annual returns (a measure of risk), also increased with decreasing company
size (column C).

The Comparable Group's market value on March 31, 2020 ranged from $345 million to
$21,637 million as shown on Table 5.2 of Exhibit 5. Based on their market value, the
Comparable Group's median market quartile was 3. Water System’s market value would place
them in quartile 4 based upon Water System’s financial statements and since the largest company
in quartile 4 on Table 5.1 had a market value of $728 million.

The change in risk adjusted common stock return rate between quartile 3 and quartile 4
(column J) is 78 basis points. The results of the illustration shown on Exhibit 5 suggests the
Water System’s common equity cost rate could be about 78 basis points higher than the
Comparable Group. The history of common stock returns indicates small company stocks are
riskier than large company stocks because as one moves from the larger to smaller quartiles, the
standard deviation (a measure of risk) of returns increases. Historically, common stock investors
have been compensated for taking on this additional risk by the higher returns provided by small
company stocks.

In general, it is reasonable to expect small companies to be more risky than large ones.
Exhibit 5 shows small company stocks have been riskier over a long period of time than larger
company stocks. This makes sense due to the various advantages that larger companies have
over smaller companies. For example, small capitalized firms generally have less access to
capital and, overall, not as many financial resources. Further, small capitalized stocks have lower

trading liquidity than larger ones.
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The bond market, particularly the corporate bond market, also differentiates between large
and small bond issues, where many large institutional investors such as pension funds and
insurance companies require large blocks of bonds for liquidity and performance. Because of
this size preference, smaller bond issuers often pay a cost rate premium when compared to larger
bond issuers.

A higher return requirement for companies the size of Water System translates into a higher
capitalization rate. All else being equal, a higher capitalization rate will produce a lower value.
However, all things are seldom equal as shown by the array of market multiples for the companies
that comprise the Comparable Group (Exhibit 17, page 2). As shown on Exhibit 17, the
Comparable Group's current market multiples do not suggest a higher capitalization rate due to
size as there are numerous other risks affecting the Comparable Group's market values.

Property Plant and Equipment Analysis. The Water System can best be characterized as

a water distribution system with some treatment capacity system. The Water System does not
have the number of large treatment facilities that the Comparable Group has. The Water
System’s gross property, plant and equipment is in relatively good condition given its age (Exhibit
6, Table 6.1) with 73% of their gross property, plant and equipment remaining undepreciated while
77% of the Comparable Group’s gross property, plant and equipment remained undepreciated.

Property Plant and Equipment Analysis for Contributions. Most regulatory commissions

determine rates for utilities based on a cost of service formula reflective of gross plant, property
and equipment less accumulated depreciation (i.e., net property, plant and equipment) being
roughly equal to investor provided capital (i.e., debt and equity capital) plus “cost free” capital

such as customer contributions. Under 66 Pa. C.S. Section 1329 (Valuation of Acquired Water
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and Water System’), the original source of funding for any part of the assets of a selling utility is
not relevant to determining the value of a selling utility’s assets.

We found a 21% (100% - 79%) difference between the Comparable Group’s net property,
plant and equipment and the Comparable Group’s investor provided capital on the valuation date
(Exhibit 6, page 1, Table 6.2). The difference between the Comparable Group’s net property,
plant and equipment and the Comparable Group’s investor provided capital is comprised of “cost
free” capital such as customer contributions.* This is evidenced by the 21% difference in the
Comparable Group’s net property, plant and equipment and the Comparable Group’s investor
provided capital (Exhibit 6, page 1, Table 6.2). Additionally, we verified known components of
the Comparable Group’s “cost free” capital by reviewing their individual balance sheets (Exhibit
6, page 1, Table 6.2) at year-end 2019.

We did not analyze the Water System’s property, plant and equipment for “cost free”
capital, or customer contributions, because the original source of funding for any part of the assets
of a selling utility is irrelevant to the valuation process under 66 Pa. C.S. Section 1329.

Capital Expenditures Analysis. The level of capital expenditures required for business

purposes is an indicator of risk. Over the last four years, the Comparable Group had annual
capital expenditures of about 9% of net plant (Exhibit 6, page 2, Table 6.3). During this same
time, 2015-18, capital expenditures were not reported for the Water System. Therefore, a
comparison of capital expenditures cannot be done.

Growth Rate Analyses. Higher growth rates are an indication of less risk. A review of

the growth rates in revenue, operating income plus depreciation and operating income, reveal that

4 Under rate regulation “cost free” capital, such as customer contributions, is subtracted from plant assets in
determining the dollar amount of property on which a utility may earn a “fair rate of return” and therefore, “cost
free” capital has no economic value to investors.
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the Water System’s revenues have been growing less than the Comparable Group (Exhibit 6, page
4, Table 6.4) over the last three years, while operating income plus depreciation and operating
income have been growing faster. Prospectively, the Water System’s growth rates should lag
without increased rates and a higher level of planned capital additions.

Profit Margin Analyses. Higher profit margins are an indication of less risk. We

compared earnings before interest and taxes (“EBIT’) to revenues to see how successful the Water
System’s management has been at generating income from the operation of the business. We
also compared operating profitability or earnings before interest, tax, depreciation and
amortization (“EBITDA”) divided by total revenue to gain a clearer view of the Water System's
core profitability. The Water System’s EBITDA profit margins are less than the Comparable

Group’s as are the EBIT profit margins indicating more risk (Exhibit 6, page 5, Table 6.5).

VALUATION

The purpose of this valuation is to comply with 66 Pa. C.S. Section 1329 (Valuation of
Acquired Water and Water System’) and conduct a fair market value appraisal of the Water
System’s assets as of March 31, 2020 in compliance with the Uniform Standards of Professional
Appraisal Practices, employing the cost, market and income approaches. Consequently, three
basic valuation approaches were considered in this analysis: the cost approach, the income
approach and the market approach.

The Cost Approach. In general terms, the cost approach measures value by determining

the amount of money required to replace the future service capability of an asset. The cost

approach is based on the premise that an informed purchaser will not pay more for a property than
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the cost of constructing an equally desirable substitute property, minus applicable depreciation,
and assuming no undue delay.

The cost approach can include the use of the: original cost method; trended original cost
method; reproduction cost method; and replacement cost method. From these cost bases, the
calculated accrued depreciation (accumulated depreciation) is subtracted.

The original cost method begins with determining the original cost new (“OCN”) measure
of the cost of the assets when first constructed. The OCN is based on (1) a review and summary
of the utility’s accounting records, contractors’ invoices and bid tabulations to determine the most
appropriate data sources of each type of asset; (2) and the “pricing out” of assets using unit costs
for each vintage year that property was placed in service.

Under the trended cost method, the trended original cost (“TOC”) measures the
reproduction cost by multiplying the OCN by specific cost indices. The TOC is based on (1) a
review and summary of the OCN at each location to determine those elements that would be
replaced-in-kind, those that would be replaced with current methods and technologies and those
that would not be replaced; (2) the selection of cost indexes and the calculation of trended original
cost for those elements that would be replaced-in-kind; and (3) the estimation of the cost to
purchase or construct those elements that would be replaced with current methods and
technologies. The TOC is a procedure for estimating reproduction cost new of property and is
sometimes used as a substitute for reproduction cost method and may be considered a form of the
reproduction cost method, though not as precise.

The reproduction cost method begins with determining the reproduction cost new
(“RPCN”) by determining the current cost of constructing identical new property. The

replacement cost method begins with estimating the replacement cost new (“RCN”) based on
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approximating the current cost of replacing service of existing property with similar new property
having the nearest equivalent utility to the property being valued (as defined by the International
Glossary of Business Valuation Terms).

The RPCN and the RCN methods include the research and verification of the inventory of
a company’s tangible personal property. Upon verification of the inventory, current material
costs, current construction costs, engineering costs, administration costs, interest during
construction, and entrepreneurial profit® are applied to the inventory listing in order to determine
the RPCN and to determine the RCN.

The RPCN method assumes the assets would be recreated under the conditions existing at
the date certain or valuation date, using the exact materials, standards, design, layout, and quality
of workmanship used to create the original assets. The RCN assumes the assets would be

recreated under the conditions existing at the date certain or valuation date, using similar materials,

current standards, under current conditions with similarly functional property.

From these cost bases (i.e., OCN, TOC, RPCN and RCN), the calculated accrued
depreciation (accumulated depreciation) is subtracted (“LD”).  The calculated accrued
depreciation is based on the assets’ attained ages, and the service life of the assets. The cost bases
of depreciable assets are reduced annually by the accumulated depreciation to reflect the loss in
the service value of the assets since being constructed.

Depreciation represents the loss in property value from: physical deterioration; functional
obsolescence; and external obsolescence. The accrued depreciation represents the sum of the

annual depreciation amounts that would have been charged for depreciation at a point in time.

5 The administration costs and entrepreneurial profit are those of the contractors and engineers. The cost of overhead
of the entity having the assets constructed can also be included. Generally overhead costs are allocated as part of an
asset’s cost, and usually represent at least 5% to 15% of infrastructure asset total costs.

22



Appendix A-5.2 (Gannett Fleming)

Accrued depreciation is a calculated amount that would be in the book reserve account at a point
in time using the current depreciation parameters (i.e., average service life). The average service
lives of depreciable assets are based on the materials used for construction and how long the
depreciable assets are likely to meet service demands.

The range of survivor characteristics usually experienced by utility and industrial
properties is encompassed by a system of generalized “survivor curves” known as the Iowa type
curves. The accrued depreciation ratio from a survivor curve is a concept that is used to estimate
the consumed service capacity of plant at a point in time. The survivor curve is used to find the
applicable accrued depreciation factors of the assets to result in the total accumulated depreciation.

The Original Cost Method. For this report, the Township provided us a copy of the

Engineer’s assessment report “Valley Township Water Facilities Engineering Assessment and
Original Cost” and related files prepared by Pennoni Associates Inc., to confirm the condition of
the Water System’s property and equipment. We utilized the Engineering Assessment and
calculated the Original Cost and Related Accrued Depreciation of the Water System as of March
31, 2020 (“OCNLD Study”) shown on Exhibit 7.

Page 1 of Exhibit 7 summarizes the original cost and related accrued depreciation by
account for the Water System as of March 31, 2020. The original cost was brought forward from
page 2 of Exhibit 7 and the accrued depreciation from page 3 of Exhibit 7.

The original cost of the Water System was determined from the Engineering Assessment
and is summarized on page 2 of Exhibit 7. A summarizing analysis of the original cost of the
Water System by account and vintage year is shown on Exhibit 10.

The accrued depreciation calculation, shown on page 3 of Exhibit 7, was based on

recognized methods using estimated survivor characteristics and the straight-line depreciation
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method. The estimated survivor curves are those used by other Pennsylvania water companies and
the material and age of the assets. The average service life procedure was used to apply the methods
of depreciation to group properties for which a survivor curve was used to recognize the existence
of life dispersion. The detailed calculations of accrued depreciation applicable to original cost
by account and vintage are included in Exhibit 8.

The results of the OCNLD Study established that the OCN of the Water System’s utility
plant in service as of March 31, 2020 was not less than $6.8 million ($6,843,616 rounded). The
OCNLD Study also determined a theoretical calculated accrued depreciation reserve of the utility
plant in service of $1.9 million (51,859,957 rounded) as of March 31, 2020. After factoring in
the OCNLD Study’s accrued depreciation reserve, the OCNLD of Water System’s utility plant in
service as of March 31, 2020 was determined to be $5.0 million ($6,843,616 - $1,859,957 =
$4,983,659).

The Replacement Cost Method. We utilized the OCN to calculate the trended original

cost (TOC) measures, or the replacement cost of the depreciable assets (RCN), by multiplying the
OCN by specific transition factors.> The result of this analysis is shown in the Replacement Cost
and Related Accrued Depreciation of the Water System as of March 31, 2020 (“RCNLD Study”)
shown on Exhibit 9.

Page 1 of Exhibit 9 summarizes the replacement cost new and related accrued depreciation
by account for the Water System as of March 31, 2020. The replacement cost new was brought
forward from page 2 of Exhibit 9 and the accrued depreciation from page 3 of Exhibit 9.

The replacement cost new of the Water System (see Exhibit 10) was calculated by trending

6 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.
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the original cost measures by multiplying the OCN by Handy-Whitman indices and obsolescence
factors. A summarizing analysis of the replacement cost new of the Water System by account
and vintage year and related transition factors is shown on Exhibit 10.”

The accrued depreciation calculation, shown on page 3 of Exhibit 9, was based on
recognized methods using estimated survivor characteristics and the straight-line depreciation
method. The estimated survivor curves are those used in the OCNLD Study. The average service
life procedure was used to apply the methods of depreciation to group properties for which a
survivor curve was used to recognize the existence of life dispersion. The detailed calculations of
accrued depreciation applicable to replacement cost new by account and vintage are included in
Exhibit 11.

The results of the RCNLD Study established that the RCN of the Water System’s utility
plant in service as of March 31, 2020 was not less than $14.7 million ($14,735,442 rounded). The
RCNLD Study also determined a theoretical calculated accrued depreciation reserve of the utility
plant in service of $4.5 million ($4,496,869 rounded) as of March 31, 2020. After factoring in
the RCNLD Study’s accrued depreciation reserve, the RCNLD of Water System’s utility plant in
service as of March 31, 2020 was determined to be $10.2 million ($14,735,442 - $4,496,869 =
$10,238,573).

The results of the OCNLD and RCNLD Cost Approaches show a range of value for the
Water System of $5.0 million to $10.2 million and collectively, indicated value of $10.2 million

($10,238,573 rounded) for the Water System based on the results of the RCNLD.

7 All land and land rights were valued at original cost.
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Benchmark Metrics. Besides providing an indication of value based upon a cost method,

the OCN and OCNLD can also provide a meaningful metric to evaluate the reasonableness of other
indications of value produced by other valuation methods. For example, the Comparable Group’s
market value of common equity plus minority interest, preferred stock, and total debt net of cash
and cash equivalents (“Enterprise Value”) is currently 1.73-times (Exhibit 17, page 2) their
OCNLD or net property, plant and equipment. Similarly, the Comparable Group’s Enterprise
Value is currently 1.33-times (Exhibit 17, page 2) their OCN or gross property, plant and
equipment.

The above-mentioned property, plant and equipment “multiples” understate the multiple
applicable to the Water System because some of the Comparable Group’s property, plant and
equipment includes assets that were originally financed with “cost free” capital such as customer

contributions.?

Subtracting customer contributions (“CIAC”) from the Comparable Group’s
property, plant and equipment (Exhibit 17, page 3) based on differences between investor provided
capital and OCN results in CIAC adjusted multiples of 1.95-times OCNLD and 1.50-times OCN
for the Comparable Group.

Multiplying the Water System’s OCN of $6.8 million by the Comparable Group’s 1.33-
times OCN multiple or the 1.50-times contributions adjusted OCN multiple indicates a range of
market value of $9.0 million to $10.2 million for the Water System, similar to the RCNLD of $10.2
million. Further, multiplying the Water System’s OCNLD of $5.0 million by the Comparable

Group’s 1.73-times OCNLD multiple or the 1.95-times contributions adjusted OCNLD multiple

indicates a range of market value of $8.7 million to $9.8 million for the Water System, similar to

8 Under rate regulation “cost free” capital, such as customer contributions, is subtracted from plant assets in
determining the dollar amount of property on which a utility may earn a “fair rate of return” and therefore, “cost
free” capital has no economic value to investors.
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the RCNLD of $10.2 million.® The aforementioned range of market values for the Water System
are not a substitute for an appraisal. However, the referenced range of market values for the
Water System can be a meaningful metric to evaluate the reasonableness of other indication of
value produced by other valuation methods.

Comparing the results of the OCNLD method and RCNLD method to the benchmark
metrics indicates that the value indicated by the OCNLD method of $5.0 million is inconsistent
with the benchmark metrics. Therefore, the results of $10.2 million RCNLD method form the
basis for our Cost Approach conclusion of $10.2 million ($10,238,573 rounded) and is used as the
Cost Approach as part of our fair market value determination for the Water System.

The Income Approach. Capitalizing or discounting a future income stream to a present

value provides an indication of the value of a business. The capitalization or discount rate reflects
future growth, business risk, economic factors, financial risk and industry risk of the assets. The
theory behind the income approach is that the value of a business is the future economic benefit
that ownership will provide.

The two most common methods of the income approach to valuation are the capitalization
of earning or cash flow method and the discounted cash flow method (“DCF”). The capitalization
of earning method converts a single base economic income number to a value by dividing it by a
capitalization rate. The capitalization of earnings is best suited when the future earnings, or cash
flow, can be predicted. The implicit assumption in the capitalization of earning method is that the

cash flow is a perpetuity and the capitalization rate is a constant.

9 Similarly, multiplying the Water System’s number of customers of 1,669 by the Comparable Group’s $9,216-
times customer multiple indicates a market value of $15.4 million, similar to the RCNLD of $10.2 million.
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The DCF method uses estimates of future free cash flow and discounts them to arrive at a
present value or price of the cash flows. Generally, the DCF analysis begins with an estimate of
the Debt Free Net Cash Flow over the next five to twenty years along with a terminal value. In
each year, the Debt Free Net Cash Flow is comprised of projected EBIT, minus income taxes, plus
projected depreciation and amortization, plus or minus projected changes in net cash working
capital, less projected capital expenditures. The second element of the DCF analysis is the
determination of an appropriate discount rate.

The capitalization rate used in the capitalization of earnings method and the discount rate
used in the DCF method are related. The discount rate is the opportunity cost rate related to the
risk of the cash flows. For the Water System, the appropriate discount rate is the current
municipal revenue bond yield on March 31, 2020 of 3.70%. The appropriate IOU discount rate
is the current net of tax overall cost of capital (weighted average cost of capital) on March 31,
2020 and ranges from 5.95% to 7.16%.!® The capitalization rate is simply the discount rate minus
the expected growth rate. If no growth is assumed, the capitalization rate is equal to the discount
rate.

The capitalization of earnings method is generally a reasonable approach for valuing the
Water System as it is currently owned (i.e., non-IOU) and operated. However, change in
ownership of the Water System to another large regional municipal authority (“MUNI”) or IOU
produces a myriad of problems for both the capitalization of earnings method and the DCF Method

because any future cash flow estimates would be hypothetical or estimated due to the uncertain

10 Both the American Society of Appraisers, ASA Business Valuation Standards, 2009, and the National
Association of Certified Valuation Analysts, Professional Standards, 2007, use the same definition: “Weighted
Average Cost of Capital (WACC). The cost of capital (discount rate) determined by the weighted average, at market
values, of the cost of all financing sources in the business enterprise's capital structure.”
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nature that would accompany new ownership including future rates, future expenses, future capital
expenditures, taxes, and regulation.

For a MUNI, the appropriate discount rate is the current municipal revenue bond, 3.70%,
because debt is the only major source of capital available to finance an acquisition (Exhibit 20,
pages 2-6). Although a MUNI likely carries equity on their books (balance sheet), all existing
equity is already invested in other assets and therefore, cannot be used to finance an acquisition.!!
For valuation purposes, an embedded cost of debt, or the historical cost of all debt issuances
outstanding is not used because this capital is already invested in assets. Whereas the marginal
cost of debt, 3.70%, at the valuation date is used in accordance with accepted valuation practices
and used for market valuation purposes.

As discussed previously, for an IOU, the appropriate discount rate is the net of tax overall
cost of capital (weighted average cost of capital), 5.95% to 7.16% (Exhibit 20, pages 2-9). In this
instance, the net of tax overall cost of capital (weighted average cost of capital) is based on the
Comparable Group’s market value capital structure of 24.4% debt and 75.6% equity, a market cost
of debt of 3.69% and a range of market cost of equity of 7.01% to 8.61%.!2 The Comparable
Group’s net of tax overall cost of capital (weighted average cost of capital) is used as a proxy to
conform to the “hypothetical buyer” or “hypothetical seller” of fair market valuation. Use of the
buyer’s net of tax overall cost of capital (weighted average cost of capital) would produce an

investment valuation, not a fair market valuation. '3

11 For example, when a municipal or government entity, such as the Commonwealth of Pennsylvania, finance
construction of a road or bridge, they only consider the marginal debt cost despite having “equity” reflected on their
books (balance sheet).

12 For example, see http://www.investinganswers.com/financial-dictionary/financial-statement-analysis/weighted-
average-cost-capital-wacc-2905. Also see http://www.wallstreetmojo.com/weighted-average-cost-capital-wacc/ , or
http://accountingexplained.com/misc/corporate-finance/wacc .

13 We did not use the 6.55% Comparable Group’s DSIC (distribution system improvement charge) related net of
tax overall cost of capital in our valuation because a “hypothetical buyer” cannot finance an acquisition at such a
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We began the Income Approach for the Water System by first determining the Debt Free
Net Cash Flow to be capitalized or discounted. The Debt Free Net Cash Flow is comprised of
EBIT, minus income taxes, plus depreciation and amortization, plus or minus projected changes
in net cash working capital, less projected capital expenditures. The development of Water
System’s Debt Free Net Cash Flow begins on Exhibit 1 and ends on Exhibits 12 through 16.

Differences in accounting practices exist between GASB, DCED and FASB because there
are differences in their purpose. That is, the GASB’s and DCED’s motivations are to make sure
government entities are accountable for the money they receive from the public or taxpayers, while
the FASB's focus is to help investors and creditors make decisions. These differences in
accounting objectives between GASB, DCED and FASB can present a problem when it comes to
comparing the financial statements of entities that are either publicly or privately owned, such as
the Water System and the Comparable Group.

Exhibit 1 presents the Water System’s financial information contained in their financial
statements, so it is more consistent with the Comparable Group and more practical for valuation
purposes. The information on Exhibit 1 was used to develop Exhibits 12 through 16. As noted
previously, the Water System’s financial statements and their rates did not include taxes nor a fair
rate of return.  Accordingly, on Exhibits 13 through 16 we adjusted the Water System’s post-2020
financial information for pro forma expenses and returns to be reflective of a MUNI or IOU

ownership.

rate and therefore, its use would provide a meaningless result. Where the 6.55% DSIC related cost was determined
based the Comparable Group’s book value capital structure of 46.6% debt and 53.4% equity, a cost of debt of 3.69%
and a DSIC cost of equity of 9.95%. However, we note the 6.55% Comparable Group’s DSIC related net of tax
overall cost of capital falls within the 5.95% to 7.16% range of discount rates used in our Income Approach.
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The Capitalization of Earmings Method. The capitalization of earnings method begins

with an estimate of the income or cash flow producing capabilities of the business (Exhibit 12) for
a recent time period and assumes current ownership and operations. We began the capitalization
of earning method for the Water System by first determining the Debt Free Net Cash Flow to be
capitalized. The Debt Free Net Cash Flow is comprised of current EBIT, minus income taxes,
plus current depreciation and amortization, plus or minus projected changes in net cash working
capital, less projected capital expenditures. Specifically, our capitalization of earnings method
capitalizes Water System's current (2020) budgeted Debt Free Net Cash Flow. The second
element of the capitalization of earnings method is the determination of an appropriate
capitalizationrate. Our analysis uses the current municipal revenue bond yield on March 31, 2020
of 3.70% (Exhibit 12, line 24) as a capitalization rate.

We computed the Water System’s indicated value based on the capitalization of earnings
method by dividing the projected Debt Free Net Cash Flow by the capitalization factor. The
capitalization factor is equal to the discount rate minus assumed growth in projected Debt Free Net
Cash Flow. We considered ranges of growth in the capitalization of earnings method. Based on
the current level of rates we concluded a no growth scenario is the most probable for the Water
System based on current ownership and operations.

Exhibit 12 shows the results of the capitalization of earnings method. For the Water
System, the capitalization of earnings method using a 3.70% capitalization rate (no growth)
indicates a value of $1.3 million (without rate increases). For the Water System, we believe the
no growth scenario is the most probable result based on current ownership and operations and
therefore, the capitalization of earnings method suggests a value of $1.3 million (without rate

increases) based on budgeted 2020 results.
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The DCF Method. For the Water System, the DCF method considers two types of

discounted cash flow analyses, the EBIT and EBITDA terminal value model (“Market Multiple
DCF”) and the capitalization of terminal value model (“Capitalization DCF”). We show the
results of these models on Exhibits 13 through 16.

The DCF method begins with an estimate of the income or cash flow producing capabilities
of the business. Specifically, our DCF methods use estimates of the results of the Water System’s
operations over the next 24 years. We use two different assumptions for the Water System’s
future operations in the DCF methods: MUNI ownership shown on Exhibits 13 and 15; and IOU
ownership shown on Exhibits 14 and 16.

Under the MUNI ownership the discount rate is the current 3.70% municipal revenue bond
yield and under the IOU ownership the discount rate is the current net of tax overall cost of capital,
reflecting the upper and lower range of the net of tax overall cost of capital for the Comparable
Group of 5.95% to 7.16%. For the Capitalization DCF, the capitalization rate reflects a scenario
of no additional growth (i.e., discount rate = capitalization rate) and a scenario of minimal growth
of 0.2% (i.e., discount rate — 0.2% growth = capitalization rate) under MUNI ownership and 0.2%
(i.e., discount rate — 0.2% growth = capitalization rate) under IOU ownership based on inflation,
changes in Debt Free Net Cash Flows and the projected population growth.

We computed the Market Multiple DCF terminal values by multiplying the Water System’s
projected EBIT and EBITDA by the Comparable Group’s adjusted multiples of 25.9-times and
18.4-times, respectively. We computed the Capitalization DCF terminal value by dividing the
projected Debt Free Net Cash Flow by the capitalization factor. The capitalization factor is equal

to the discount rate minus assumed growth in projected Debt Free Net Cash Flow.
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Exhibit 13 shows the results of the DCF method under the MUNI ownership scenario.
The results of the Capitalization DCF shown on Exhibit 13 show a range of value for the Water
System of $6.8 million to $7.0 million. The results of the Market Multiple DCF shown on Exhibit
13 show a value of $7.0 million. Collectively, the DCF method based on the MUNI ownership
scenario indicates a value of $7.0 million for the Water System based on the 0.2% growth
assumption.

Exhibit 14 shows the results of the DCF method under the IOU ownership scenario. The
results of the Capitalization DCF shown on Exhibit 14 show a range of value for Water System of
$4.3 million to $5.2 million. The results of the Market Multiple DCF shown on Exhibit 14 show
a range of value of $5.7 million to $6.8 million. Collectively, the DCF method based on the IOU
ownership scenario and a 0.2% growth assumption indicates a value of $5.5 million for the Water
System. !

The DCF method based on the MUNI ownership scenario indicates a value of $7.0 million
and the DCF method based on the IOU ownership scenario indicates a value of $5.5 million.
Collectively, the DCF method indicates a value of $6.2 million based on OCNLD.

Change in ownership of the Water System to a MUNI or an IOU produces a myriad of
problems for the DCF Method. Under a MUNI purchase, future cash flow estimates are uncertain
because they would reflect the actual price paid for the acquisition. Under an IOU purchase and

the associated regulation by the PUC, future cash flow estimates are uncertain since regulation by

14 If we used the 6.55% Comparable Group’s DSIC (distribution system improvement charge) related net of tax
overall cost of capital in our valuation shown on Exhibit 14, the results of the Capitalization DCF would show a
value for Water System of $4.7 million. Further, the results of the Market Multiple DCF would show a value of
$6.2 million and collectively, the DCF method based on the IOU ownership scenario and a 0.2% growth assumption
would indicates a value of $5.5 million for the Water System. The DCF method based on the MUNI ownership
scenario indicates a value of $7.0 million and the DCF method based on the IOU ownership scenario indicates a
value of $5.5 million. Collectively, the DCF method indicates a value of $6.2 million when DSIC 1s considered
based on OCNLD.
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the PUC would result in an unknown determination of rate base and the related depreciation and
authorized/achieved earning levels. In the current instance, we know the Market Approach and
the Cost Approach (RCNLD) indicate values considerably higher than the OCNLD value.

Therefore, Exhibits 13 and 14 are recalculated on Exhibits 15 and 16 to reflect revenues
and cash flows derived from an earnings base between OCNLD and RCNLD. Exhibit 15 shows
the results of the DCF method under the MUNI ownership scenario. The results of the
Capitalization DCF shown on Exhibit 15 show a range of value for the Water System of $10.3
million to $10.6 million. The results of the Market Multiple DCF shown on Exhibit 15 show a
value of $10.6 million. Collectively, the DCF method based on the MUNI ownership scenario
indicates a value of $10.6 million for the Water System based on the 0.2% growth assumption.

Exhibit 16 shows the results of the DCF method under the IOU ownership. The results of
the Capitalization DCF shown on Exhibit 16 show a range of value for Water System of $6.6
million to $8.1 million. The results of the Market Multiple DCF shown on Exhibit 16 show a
range of value of $8.8 million to $10.5 million. Collectively, the DCF method based on the IOU
ownership scenario and a 0.2% growth assumption indicates a value of $8.5 million for the Water
System.!?

The DCF method based on the MUNI ownership scenario indicates a value of $10.6 million
and the DCF method based on the IOU ownership scenario indicates a value of $8.5 million.

Collectively, the DCF method indicates a value of $9.5 million based on the Income Approach.

15 If we used the 6.55% Comparable Group’s DSIC (distribution system improvement charge) related net of tax
overall cost of capital in our valuation shown on Exhibit 16, the results of the Capitalization DCF would show a
value for Water System of $7.3 million. Further, the results of the Market Multiple DCF would show a value of
$9.6 million and collectively, the DCF method based on the IOU ownership scenario and a 0.2% growth assumption
would indicate a value of $8.5 million for the Water System. The DCF method based on the MUNI ownership
scenario indicates a value of $10.6 million and the DCF method based on the IOU ownership scenario using DSIC
indicates a value of $8.5 million. Collectively, the DCF method indicates a value of $9.5 million when DSIC is
considered.
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The Market Approach. There are two methods of doing the Market Approach to

valuation: the market multiples method; and the selected transaction method. We developed both
the market multiples method and the selected transaction method in our valuation analysis.

The Market Multiples Method. The market multiples method valuation begins by

reviewing market price data of corporations engaged in the same or a similar line of business as
the Water System. We relied upon market data for the Comparable Group for these purposes
since they are equally affected by similar economic, industry, and business risks as the Water
System. Since no marketplace exists for the common stock of the Water System, an alternative
to estimate the value of the Water System is to analyze the price investors are willing to pay for
the publicly traded common stock of companies that are similar to the Water System. The specific
market price data reviewed includes the market value of common equity plus minority interest,
preferred stock, and total debt net of cash and cash equivalents (i.e., Enterprise Value). Where
the market value of common equity is the product of multiplying the closing stock price by the
number of common shares outstanding. The Enterprise Value provides an indication of the value
of the entire business. The Enterprise Value multiples (“Market Multiples™) are shown on Exhibit
17. For the Comparable Group, the Market Multiples were calculated as of March 31, 2020 based
on the latest twelve months of financial data available at the appraisal date.

We used the Comparable Group’s Enterprise Value at March 31, 2020 and calculated
Market Multiples of: revenue (“Revenue”); EBITDA; EBIT; gross property plant and equipment
(“GPPE”); net property plant and equipment (“NPPE”); investor provided capital (“ICAP”);
utility customers (“Customers”); and population of the area served (“Population”).

The next step in the market multiples method valuation was applying the Comparable

Group’s Market Multiples to corresponding financial and operating statistics of the Water System.
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The Comparable Group’s Market Multiples reflect their capitalization rate of each financial and
operating statistic. For example, a Market Multiple of EBIT of 16.14 times equates to a
capitalization of EBIT of 6.20% (1 + 16.14 = 6.20%). Each capitalization rate is unique to the
entity and the statistic being evaluated and reflects the growth and investment risk of the entity.

We believe that similar economic, industry and business risks have affected the
Comparable Group as those faced by the Water System. However, consideration must be given
to the fact that no two companies are exactly alike. On average, the Comparable Group are larger
than the Water System. The relative size difference between the Comparable Group and Water
System suggests that the risk to investors of the Water System is higher than the Comparable
Group. Further, based upon our quantitative and qualitative analysis, we concluded that the Water
System has more risk than the Comparable Group.

Accordingly, the Comparable Group’s Market Multiples are not directly applicable to the
Water System. We assumed the higher risk due to the Water System’s size is added to the higher
risk found in our quantitative and qualitative analysis. This combined risk was assumed to result
in the Water System being 15% more risky than the Comparable Group and produces a 85% (100%
- 15%) base risk adjustment to the Comparable Group’s Market Multiples. We applied the 85%
base risk adjustment to all financial multiples. For example, the Comparable Group’s ICAP
multiple was multiplied by 85% to produce a lower multiple applicable to the Water System to
account for risk differences.

The Comparable Group’s Market Multiples of Revenue, EBITDA, and EBIT were adjusted
for the base risk adjustment to produce multiples applicable to the Water System (Exhibit 17, page
3). The Comparable Group’s Market Multiples of GPPE and NPPE were adjusted for the base risk

adjustment and for their percentage of property plant and equipment (Exhibit 17, page 3) financed
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with “cost free” capital such as contributions because “cost free” capital should not be part of this
valuation process. The Comparable Group’s Market Multiples of Customers and Population were
adjusted for the type of assets of the Water System and growth.

The net risk adjustments to the Comparable Group’s Market Multiples are shown on page
1 of Exhibit 17. The adjustments to the Comparable Group’s Market Multiples are: 85% of ICAP
(more risk/less growth), 96% of GPPE (more risk/lower growth and contributions), 96% of NPPE
(more risk/lower growth and contributions), 85% of Revenue (more risk/lower growth); 85% of
EBIT and 85% EBITDA (more risk/lower growth); and 95% of Customers and Population (growth
and contributions).

Page 1 of Exhibit 17 shows the market multiples method indicated values based on:
Revenue, EBIT and EBITDA (collectivity called “Income Statement Items”); ICAP, GPPE and
NPPE (collectivity called “Capital Items™); and Customers and Population (collectivity called
“Demographics Items”). For most municipal utilities, the indicated values based on Income
Statement Items are far below the indicated values that are based on Capital Items and those based
on Demographics Items. We attribute this to the dollars of Revenue, EBIT and EBITDA do not
reflect any provision for taxes while the multiples for the Comparable Group do.!® Consequently,
we do not believe the results of the multiples of Revenue, EBIT and EBITDA are meaningful and
should not be used for municipal utilities.

In the market multiples method, the meaningful Market Multiples of the Comparable
Group are used to develop an indicated value of the Water System. This is accomplished by

multiplying the Water System’s financial and operating data by the Comparable Group’s median

16 The Revenue, EBIT and EBITDA for the Water Systems also do not include a fair rate of return.
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Market Multiples (Exhibit 17, page 1). The results of the market multiples method (Exhibit 17,
page 1) show a range of value for the Water System of $8.5 million to $16.8 million and
collectively, indicate value of $12.7 million based on the meaningful Market Multiples.

The Selected Transactions Method. The selected transactions method entails analyzing

certain public information relating to selected transactions involving the purchase or sales of
businesses involved in the same or similar business line. The number of selected transactions
available for review is-limited because most acquisitions in the water and wastewater industry
involve small acquisitions for which no public information exits. Additionally, not all
transactions are comparable since some purchase prices may only involve the acquisition of the
common stock, purchase prices may be net of cash and others may only involve assets. In any of
these instances, the derived multiples (e.g., purchase price as a multiple of: Revenues; EBITDA;
EBIT; etc.) would understate (overstate) the multiples involving a purchase price for an entire
business enterprise (common stock) or business assets.

The selected transactions method provides a valuation of a business, or assets, at the time
the acquisition of that business was completed, rather than the appraisal date market value (March
31, 2020). The change in the Comparable Group’s market multiples of NPPE and ICAP, shown
in Figure 1, shows the change in market valuation over a recent 72 month period. In Figure 1 the
Comparable Group’s market multiples of NPPE and ICAP were indexed to March 31, 2020

valuation multiples so that the March 31, 2020 valuation multiples have an index value of 100.
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Recent 72 Months of Valuation Metrics Index
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Figure 1

The index of the Comparable Group’s appraisal date (March 31, 2020) valuation multiples
is 1% higher than 2020°s lowest levels and 9% below the 2020’s highest levels and 1% higher than
2019’s lowest levels and 10% below 2019°s highest levels. The index of the Comparable Group’s
March 31, 2020 valuation multiples are 15% higher than 2018’s lowest levels and 1% above 2018’s
highest levels, are 15% higher than 2017’s lowest levels and 2% below 2017’s highest levels, are
4% to 22% higher than 2016’s, and are 24% to 31% higher than 2015’s multiples’ index.

Because of the rapid rise in valuation multiples since early 2016 we limited our search for
selected transactions to: (1) those that occurred in 2016 or later; (2) purchases of water or sewer
systems; (3) assets being purchased; and (4) those that did not discount “cost free” capital/customer
contributions in the valuation. The selected transactions that met the stated selection criteria are
shown on pages 2 and 3 of Exhibit 18.

Using certain public information, we calculated sales price multiples of selected

transactions involving the purchase or sale of businesses that met the stated selection criteria. The
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calculated sales price multiples included transactions multiples of: ICAP; GPPE; NPPE; Revenue;
EBITDA; EBIT; Customers; and Population. As shown on pages 2 and 3 of Exhibit 18, the
selected transactions method indicated values based on the Income Statement Items are far
different than the Water System’s selected transactions method indicated values based on Capital
Items and those based on Demographics Items. We attribute this to the fact the selling utilities’
dollars of Income Statement Items do not reflect any provision for taxes.!” Consequently, we do
not believe the results of the multiples of Income Statement Items are meaningful.

The selected transaction method relies on and reflects information that was known, ex-
ante, at the time the winning purchase bid (price) was given and the metrics used are time period
sensitive. For example, bids made in 2016 only reflects metrics from 2015 since the results of
2016 could not be known at the time of the bids. The selected transaction method ex-ante
information (metrics) is shown on page 2 of Exhibit 18. Complete information only exists for a
few of the transactions, with only Customers and Population having ample data for all transactions
as is evident from the information shown (Exhibit 18, page 2). Therefore, we supplemented the
ex-ante data with ex-post information of GPPE and NPPE (collectivity called “Asset Items”) as
shown on page 3 of Exhibit 18.

In the selected transactions method, the significant selected transactions multiples of the
selling utilities are used to develop an indicated value of the Water System. This is accomplished
by multiplying the Water System’s financial and operating data by the selling utilities’ transactions
multiples (Exhibit 18, pages 2 and 3). The results of the selected transactions method (Exhibit

18, page 1) show a range of value for the Water System of $9.1 million to $16.1 million when all

17 Further, Revenue, EBIT and EBITDA for the Water Systems also do not include a fair rate of return.
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transactions are considered and a range of value of $9.1 million to $9.6 million when
collection/distribution assets are solely considered.!® Collectively, the indicate value for the
Water System is $11.0 million after giving additional weight to the collection/distribution assets
selected transactions multiples.

In 2018 two IOUs, Connecticut Water Service, Inc and SJW Group, announced a planned
merger with Connecticut Water being acquired by SJW through a stock purchase. SJW Group’s
purchase of Connecticut Water was approved in late 2019. Although this acquisition is not
directly applicable to the Water System, it does provide a range of indicated value for the Water
System (Exhibit 18, page 4) which we relied on as a check. In this selected transaction, the
significant selected transactions multiples of the selling utilities (Connecticut Water) are used to
develop an indicated value of the Water System. This is accomplished by multiplying the Water
System’s financial and operating data by the selling utilities’ transactions multiples. The results
of the Connecticut Water selected transactions show a range of value for the Water System of
$12.0 million when the reported significant selected transactions multiples are considered and a
value of $13.8 million when the reported significant selected transactions multiples have been
adjusted for “cost free” capital. Since the Connecticut Water transaction is a stock transaction, we
believe it may understate the value of an asset purchase. However, we also note that Connecticut
Water is a fully integrated company which is publicly traded while the Water System is not.

The results of the market multiples method shown on Exhibit 17 indicate value of $12.7
million. The results of the selected transactions method shown on Exhibit 18 indicate value of

$11.0 million. Based on the aforesaid results, the Market Approach to valuation indicates a value

18 The Water System can best be characterized as a water distribution system with some treatment capacity system.

41



Appendix A-5.2 (Gannett Fleming)

of $11.8 million for the Water System based on the results of the market multiples method and the
selected transactions method.

Conclusion. We summarize our findings for the Water System on Exhibit 19. Our
findings for the Water System is based on the Cost, Market and Income Approaches to valuation.
We used seven methods under the Cost, Market and Income Approaches to valuation: Original
Cost Method, Replacement Cost Method, Capitalization of Earnings Method, Market Multiple
Discounted Cash Flow Method, Capitalization Discounted Cash Flow Method, Market Multiples
Method, and the Selected Transactions Method.

The results from the capitalization of earnings method, market multiple discounted cash
flow method and the capitalization discounted cash flow method form the basis for our Income
Approach. Our Market Approach is supported by the market multiples method and selected
transactions method. The results from the original cost method form the basis for our replacement
cost method, and both methods form the basis for our Cost Approach.

We considered the results of each approach as an indicator of value individually, or as
independent indicators of value. Therefore, all three approaches to valuation were given
consideration in arriving at our estimate of the fair market value conclusion. Based on these facts,
our conclusion regarding the fair market value is $10.5 million. Our conclusion regarding the fair
market value can be described by the weights and the specific results of the three approaches to
valuation that are shown on Exhibit 19. The results of our analyses, shown on Exhibit 19, indicate
a range of value for the Water System of $9.5 million to $11.8 million and collectively indicate a

fair market value of $10,532,000 for the Water System.
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APPENDIX A

Professional Qualifications
of
Harold Walker, 111
Manager, Financial Studies
Gannett Fleming Valuation and Rate Consultants, LLC.

EDUCATION

Mr. Walker graduated from Pennsylvania State University in 1984 with a Bachelor of Science
Degree in Finance. His studies concentrated on securities analysis and portfolio management
with an emphasis on economics and quantitative business analysis. He has also completed the
regulation and the rate-making process courses presented by the College of Business
Administration and Economics Center for Public Utilities at New Mexico State University.
Additionally, he has attended programs presented by The Institute of Chartered Financial Analysts
(CFA).

Mr. Walker was awarded the professional designation "Certified Rate of Return Analyst" (CRRA)
by the Society of Utility and Regulatory Financial Analysts. This designation is based upon
education, experience and the successful completion of a comprehensive examination. He is also
a member of the Society of Utility and Regulatory Financial Analysts (SURFA) and has attended
numerous financial forums sponsored by the Society. The SURFA forums are recognized by the
Association for Investment Management and Research (AIMR) and the National Association of
State Boards of Accountancy for continuing education credits.

Mr. Walker is also a licensed Municipal Advisor Representative (Series 50) by Municipal
Securities Rulemaking Board (MSRB) and Financial Industry Regulatory Authority (FINRA).

BUSINESS EXPERIENCE

In 1996, Mr. Walker joined Gannett Fleming Valuation and Rate Consultants, LLC. In his
capacity as Manager, Financial Studies and for the past twenty years, he has continuously studied
rates of return requirements for regulated firms. In this regard, he supervised the preparation of
rate of return studies in connection with his testimony and in the past, for other individuals. He
also assisted and/or developed dividend policy studies, nuclear prudence studies, calculated fixed
charge rates for avoided costs involving cogeneration projects, financial decision studies for capital
budgeting purposes and developed financial models for determining future capital requirements
and the effect of those requirements on investors and ratepayers, valued utility property and
common stock for acquisition and divestiture, and assisted in the private placement of fixed capital
securities for public utilities.

Head, Gannett Fleming GASB 34 Task Force responsible for developing Governmental
Accounting Standards Board (GASB) 34 services, and educating Gannett Fleming personnel and
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Gannett Fleming clients on GASB 34 and how it may affect them. The GASB 34 related services
include inventory of assets, valuation of assets, salvage estimation, annual depreciation rate
determination, estimation of depreciation reserve, asset service life determination, asset condition
assessment, condition assessment documentation, maintenance estimate for asset preservation,
establishment of condition level index, geographic information system (GIS) and data
management services, management discussion and analysis (MD&A) reporting, required
supplemental information (RSI) reporting, auditor interface, and GASB 34 compliance review.

In 2004, Mr. Walker was elected to serve on the Board of Directors of SURFA. Previously, he
served as an ex-officio directors as an advisor to SURFA’s existing President. In 2000, Mr.
Walker was elected President of SURFA for the 2001-2002 term. Prior to that, he was elected to
serve on the Board of Directors of SURFA during the period 1997-1998 and 1999-2000.
Currently, he also serves on the Pennsylvania Municipal Authorities Association, Electric
Deregulation Committee.

Prior to joining Gannett Fleming Valuation and Rate Consultants, LLC., Mr. Walker was
employed by AUS Consultants - Utility Services. He held various positions during his eleven
years with AUS, concluding his employment there as a Vice President. His duties included
providing and supervising financial and economic studies on behalf of investor owned and
municipally owned water, wastewater, electric, natural gas distribution and transmission, oil
pipeline and telephone utilities as well as resource recovery companies.

Mr. Walker was also the Publisher of C.A. Turner Utility Reports from 1988 to 1996. C.A. Turner
Utility Reports is a financial publication which provides financial data and related ratios and
forecasts covering the utility industry. From 1993 to 1994, he became a contributing author for
the Fortnightly, a utility trade journal. His column was the Financial News column and focused
mainly on the natural gas industry.

EXPERT TESTIMONY

Mr. Walker has submitted testimony or been deposed on various topics before regulatory
commissions and courts in 25 states including: Arizona, California, Colorado, Connecticut,
Delaware, Hawaii, Illinois, Indiana, Kentucky, Maryland, Massachusetts, Michigan, Missouri,
New Hampshire, Nevada, New Jersey, New York, North Carolina, Oklahoma, Pennsylvania,
Rhode Island, South Carolina, Vermont, Virginia, and West Virginia. His testimonies covered
various subjects including: fair market value, the taking of natural resources, appropriate capital
structure and fixed capital cost rates, depreciation, fair rate of return, purchased water adjustments,
synchronization of interest charges for income tax purposes, valuation, cash working capital, lead-
lag studies, financial analyses of investment alternatives, and fair value.

PROFESSIONAL AFFILIATIONS

Society of Utility and Regulatory Financial Analysts
Board of Directors, 1996-2000, 2005-2008
President, 2000-2002
Treasurer, 1996-1998
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National Association of Water Companies
Pennsylvania Municipal Authorities Association
Electric Deregulation Committee

TECHNICAL PUBLICATIONS & PRESENTATIONS

Walker, Harold. Panelist "Now is the Time to Maximize Your Utility's Value." Presented at the Pennsylvania
Association of Township Supervisors 97th Annual State Convention, April 2019.

Walker, Harold. Panelist "Fair Market Acquisitions Debate.” Presented at National Association of Regulatory
Utilities Commissioners Winter Policy Summit, February 2019.

Walker, Harold. Panelist "Fair Market Value Legislation.” Presented at the National Association of Water
Companies Water Summit, October 2018.

Walker, Harold. Panelist "Leveraging Water & Sewer to Address Roads, Schools, and Pension Obligations.”
Presented at the Maryland Association of Counties 2018 Summer Conference, August 2018.

Walker, Harold. Panelist "Is the Glass Half Full or Half Empty? Valuing Municipal Water Acquisitions." Presented
at the Mid-Atlantic Conference of Regulatory Utilities Commissioners 23rd Annual Education Conference, June 2018.

Walker, Harold. "Valuation and Inventory of Governmental Assets Under GASB 34." Presented at the Society of
Depreciation Professionals 21st Annual Conference, September 2007.

Walker, Harold. "The Paradox of State Regulatory Opinions and Investor Behavior." Presented at the National
Association of Water Companies New England Chapter conference, November 2006.

Walker, Harold. "Valuation and Inventory Under GASB 34." Presented at the Government Finance Officers
Association South Central Pennsylvania Regional Chapter conference, August 2003.

Walker, Harold. "Valuation and Inventory under GASB 34." Presented at the Government Finance Officers
Association Southeastern Pennsylvania Regional Chapter conference, April 2002.

Walker, Harold. "GASB 34 & Your Infrastructure.” The Authority, August 2001, Volume XXXII, No. 4, pages
10-13.

Walker, Harold. "Managing Risk." Conference Chairperson, presented at the Society of Utility & Regulatory
Financial Analysts 33rd Financial Forum, April 2001.

Walker, Harold. "Paying for Your MSW System - Waste Generation Fees." Presented at the Federation of New
York Solid Waste Association Solid Waste/Recycling Conference and Trade Show, May 2001.

Walker, Harold. "Statement No. 34 of the Government Accounting Standards Board." Presented at the
Pennsylvania Association of Township Supervisors 79th Annual State Convention, April 2001.

Walker, Harold. "Cost of Capital Issues." Presented at the National Association of Water Companies New England
Chapter conference, October 2000.

Walker, Harold, Timothy Hartman, and Mark Everett. "Waste Generation Study: Life After Flow Control."
Presented at Waste Con 2000, October 1999.

Walker, Harold, and Timothy Hartman. "The Enhancement of Revenues Through a Waste Generation Study.”
Presented at SWANA's Planning and Management Symposium, July 1999.
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APPENDIX B

Known Impact of COVID-19

On March 11, 2020 the World Health Organization (“WHO”) declared a quickly spreading
coronavirus infection a pandemic (“COVID-19”). A coronavirus is a kind of common virus that
causes an infection in sinuses, or upper throat. An outbreak of a new strain of coronavirus was
first reported in Wuhan, China in late 2019 and quickly spread around the world. The WHO
named the virus SARS-CoV-2, and the disease COVID-19. A pandemic is a disease outbreak
that spreads widely across countries or continents. Categorizing a disease as a pandemic does not
signify lethality nor economic calamity. Rather, labeling a disease as a pandemic indicates its
spread over a wide geographic area and affecting a high proportion of the population.

The valuation date (March 31, 2020) is the specific date at which the value of the Water
System is based. Generally, only the circumstances existing at the valuation date and events
occurring up to the valuation date are considered. Events which could affect the value may occur
subsequent to the valuation date but have no bearing on an appraised value.

Nevertheless, we have included subsequent information since the valuation date in this
appendix (Appendix B) regarding COVID-19’s known impact for informational purposes only
and this information does not affect the determination of value as of our valuation date of March
31, 2020.

The United States Environmental Protection Agency (“EPA”) is providing information on
drinking water and wastewater to provide clarity to the public regarding COVID-19. According

to EPA, the COVID-19 virus has not been detected in drinking-water supplies. Based on current
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evidence, the risk to water supplies is low.!* EPA sent a “letter to Governors in all 50 states,
territories, tribes and Washington, DC, requesting that water and wastewater workers, as well as
the manufacturers and suppliers who provide vital services and materials to the water sector, are
considered essential workers and businesses by state authorities when enacting restrictions to curb
the spread of COVID-19.”%°

In response to COVID-19 the Federal Reserve has provided monetary and fiscal stimulus
to increase liquidity in the form of new fiscal stimulus programs and rate cuts. “For context, new
fiscal stimulus and total fiscal deficits in the US are roughly double the levels seen in 2008-2009,
and the US fiscal deficit we project for 2020 of 15%-18% is only matched by deficits seen at the
height of WWII in 1942-1943.”2' The combined result of these actions by the Federal Reserve
and investors’ flight to quality have resulted in artificial and historically low risk-free rates as
measured by the 30-year treasury bond yield. However, public utility bond yields have not
fluctuated (decreased) nearly to the degree which yields of 30-year treasury bonds have as is

evident by the widening of the yield spread or default spread shown in Table 3 below.

19 https://www.epa.gov/coronavirus, 5/27/20.
20 https://www.epa.gov/coronavirus/coronavirus-and-drinking-water-and-wastewater, 5/27/20
21 https://www.jpmorgan.com/jpmpdf{/1320748588999.pdf, 5/29/20.
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Bond Yields Yield Spread
30-Year A Rated Baa Rated A Rated Yield Baa Rated
Treasury Public Utility Public Utility LESS LESS
Bond Bond Bond 30-Year Bond 30-Year Bond
Monthly  Sep-2019 2.16 3.37 3.71 1.21 1.55
Monthly  Oct-2019 2.19 3.39 3.72 1.20 1.53
Monthly  Nov-2019 2.28 343 3.76 1.15 1.48
Monthly ~ Dec-2019 2.30 3.40 3.73 1.10 143
Daily 1/30/20 2.04 3.13 345 1.09 1.41
Daily 2127720 1.79 3.03 3.34 1.24 1.55
*  Daily 3/31/20 1.35 3.69 4.39 2.34 3.04
Daily 4/27/20 1.25 2.98 3.56 1.73 2.31
Daily 5/28/20 1.47 3.18 3.54 1.71 2.07
Daily 6/30/20 1.41 3.00 3.38 1.59 1.97
* . Valuation date of current appraisal

Table 3

Since the all-time market high for the S&P 500 Index, February 19, 2020, the COVID-19

pandemic and the related large-scale economic shutdown has caused widespread stock market

turbulence and has generally resulted in decreased financial asset prices for some sectors of the

economy. Nevertheless, asset prices reflected in water utility and wastewater utility market

valuations have remained relatively steady as demonstrated by the Comparison Group’s market

multiples shown in Table 4 below.?

22 The first six spot dates and the related multiples shown in the market multiples Table were taken from recent
Gannett Fleming appraisals filed with the PA PUC.
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Water Utility Comparsion Group Enterprise Value as a Multiple of

Invest. Gross Net
Capital PP&E PP&E Rev. EBITDA EBIT Customers Population

(x) x) (x) x) (x) (x) ®) ®)

12/31/2017  2.04 1.20 1.57 6.00 15.07  21.23 $7,348 $1,994
4/30/2018  1.94 1.17 1.54 6.11 1448  20.78 $7,131 $1,843
11/30/2018  1.90 1.17 1.55 7.06 16.34  23.99 $7,538 $2,120
2/28/2019  2.03 1.20 1.59 7.34 16.48  24.10 $8,042 $2,303
6/30/2019  2.25 1.40 1.83 7.88 18.03  26.89 $8,368 $2,463
12/31/2019  2.00 1.35 1.76 8.30 20.08  29.37 $9,631 $2,879

* 3/31/2020 1.95 1.33 1.73 8.02 21.60  30.43 $9,216 $2,677

4/30/2020 1.79 1.17 1.53 7.89 2048  28.83 $8,987 $2,613
5/28/2020  1.83 1.39 1.74 8.06 21.25  31.21 $9,492 $2,779
6/30/2020  1.87 1.40 1.76 8.11 21.12 3247 $9,930 $2,818

* - Valuation date of current appraisal

Comment:

Valuation date of 12/31/2017 from East Bradford Township A-2018-3001582
http//www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2018-3001582
Valuation date 0f 04/30/2018 from Exeter Township — A-2018-3004933
http//www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2018-3004933
Valuation date of 11/30/2018 from Cheltenham Township — A-2019-3008491
http//www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2019-3008491
Valuation date 0f02/28/2019 from East Norriton — A-2019-3009052
http//www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2019-3009052
Valuation date 0f 06/30/2019 from Borough of Kane Authority — A-2019-3014248
http://www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2019-3014248
Valuation date of 12/31/2019 from DELCORA — A-2019-3015173
http//www.puc.state.pa.us/about puc/consolidated case view.aspx?Docket=A-2019-3015173

Table 4

Even though most of the US will likely be affected by COVID-19’s related economic
effects, we believe those effects will vary greatly from place-to-place dependent on the nature of

the business sectors which comprise each local economy and their concentration within the local
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economy. We do not believe the appraised value of the long-lived Water System assets will be
materially impacted by the COVID-19 or its related short-term events. In all likelihood, both the
mandatory and voluntary testing, preventative measures and social distancing should impact the
spread of the disease and constrain its impact to months while the Water System assets will provide
service for decades.

Moreover, the Water System’s customer base is not heavily dependent on customers from
sectors of the economy providing tourism and travel, employment services, mining/oil and gas
(energy), and leisure and hospitality which are likely to be the most impacted by COVID-19’s
related short-term events. Therefore, even on a short-term basis, the Water System’s revenues

and cash flows should not be materially impacted on a relative basis.
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COMPLIANCE & APPRAISAL CERTIFICATION
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Compliance with Uniform Standards of Professional

Appraisal Practice (USPAP) 2020-2021

Fulfillment of Requirements for a Personal Property Appraisal and Report

State the identity of the client and any intended users, by name or type:

The client is the Valley Township. The intended users of the valuation are the
Valley Township, Pennsylvania American Water Company, Inc. and the
Pennsylvania Public Utility Commission.

State the intended use of the appraisal

The intended use of the valuation is to comply with 66 Pa. C.S. Section 1329,
Valuation of Acquired Water and Wastewater Systems and conduct a fair market
value appraisal of Valley Township’s Water System assets in compliance with the
Uniform Standards of Professional Appraisal Practices, employing the cost, market
and income approaches.

Describe information sufficient to identify the property, real, personal, and
intangible, involved in the appraisal, including the physical and economic
property characteristics relevant to the assignment.

Valley Township owns and operates the Water System which consists of the
Mineral Springs Water Treatment Plant (“WTP”), three wells, one 150,000 gallon
elevated tank, approximately 22 miles of distribution mains, associated
infrastructure and appurtenances, and related land and land rights. The Water
System sells approximately 65 million gallons per year of drinking water to
approximately 1,670 existing residential, commercial, and institutional customers
in the Township. The Water System is supplied by three wells and bulk water
purchased from Pennsylvania-American Water Company (“PAWC”).

Water pumped from the three wells is treated at WTP and then conveyed from the
WTP directly into the distribution system and into a 150,000-gallon elevated
storage tank. The three wells, the WTP and the elevated storage tank were
originally installed in 1988. The Delaware River Basin Commission (“DRBC”)
and PA Department of Environmental Protection (“DEP”) approved a permit in
1988 for the withdrawal of up to 4,500,000 gallons of groundwater per month. The
permit has been extended a number of times over the years with the latest renewal
for an additional ten years approved in 2018. The original permit extensions were
granted with a condition that an agreement be reached with the City of Coatesville
Authority (“CCA”) for installation of a back-up interconnection for the system.
The CCA has since transferred ownership of its water supply facilities to PAWC.
Currently, bulk water purchased from PAWC is supplied at the Airport Road
Interconnect, Hillview Interconnect, Old Lincoln Highway Interconnect, and Red
Road Interconnect.

Compliance - 1
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Compliance with Uniform Standards of Professional

Appraisal Practice (USPAP) 2020-2021

Fulfillment of Requirements for a Personal Property Appraisal and Report

The WTP components include: two booster pumps, pump controls; treatment;
chlorine contact tank; three well meters, and one finished water meter. The
treatment includes sodium hypochlorite for disinfection, bulk caustic soda for pH
adjustment, three chemical feed pumps, and continuous chlorine analyzer. The
WTP is generally in good condition. All finished water piping and valves were
replaced in 2008 and the meters and portions of the raw water piping have been
replaced since 2008. A SCADA system was installed and the control panel was
replaced in 2016. Additionally, one of the booster pumps was replaced in 2017.

The three wells (V-1, V-2 and V-4) were drilled in 1987. The well pumps and
motors have been replaced several times since their original installation.
Rehabilitation work on Well V-1 and V-2 was conducted in 2012. The 90-foot,
150,000-gallon elevated storage tank was constructed in 1988. The elevated
storage tank was rehabilitated and repainted in 2009.

The Water System serves 1,669 customers through about 115,133 LF of ductile
iron pipe mains that range in size from 6” to 14”. The majority of the mains were
installed in the 2000s and the earliest installation is 1988. The Water System has
1,669 services, meters and 60 hydrants. Valley Township’s water system assets
include water distribution, transmission, wells, storage and treatment assets, and
related land and land rights.

Valley Township’s water system land and land rights include land used for water
distribution and transmission, about 22 miles of mains, three wells, a storage tank,
treatment plant and multiple easements and rights-of-way necessary to operate the
Water System.

State the type and definition of value and cite the source of the definition,
including whether the opinion of value is in terms of cash or of financing terms
equivalent to cash, or based on non-market financing or financing with unusual
conditions or incentives

Fair market value is defined as:

“The price, expressed in terms of cash equivalents, at which property would
change hands between a hypothetical willing and able buyer and a
hypothetical willing and able seller, acting at arm's length in an open and
unrestricted market, when neither is under compulsion to buy or sell and
when both have reasonable knowledge of the relevant facts.” The
International Glossary of Business Valuation Standards

Compliance - 2
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Compliance with Uniform Standards of Professional

Appraisal Practice (USPAP) 2020-2021

Fulfillment of Requirements for a Personal Property Appraisal and Report

State the effective date of the appraisal and the date of the report

The effective date of the appraisal is as of March 31, 2020 and the appraisal report
date is July 2020.

Describe sufficient information to disclose to the client and any other intended
users of the appraisal the scope of work used to develop the appraisal

Conduct a fair market value appraisal of the Valley Township’s Water System
assets in compliance with the Uniform Standards of Professional Appraisal
Practices, employing the cost, market and income approaches.

The premise of value is going concern and the assets are valued as a group under
the premise that they collectively comprise an ongoing operating business
enterprise.

We accepted all information and data provided by the Valley Township as it
pertains to this assignment “as is” after a limited review. That is, we neither audited
nor verify any data, original cost data, financial records or operating data provided
for this assignment.

The appraisal considered all three approaches to value: the cost, income and market.
Briefly the scopes of work for each are as follows:

The cost approach utilized the original cost method and replacement cost method.
The reproduction cost method was calculated by trending (trended cost method) the
asset inventory developed by Pennoni Associates Inc. from its original cost new
inventory. The original cost method determined the original cost new measure of
the cost of the assets when first constructed. The original cost new inventory was
trended using the Handy Whitman Index of Public Utility Construction Costs for
the water industry to produce the reproduction cost new and converted to
replacement cost new after obsolescence was factored. The calculated accrued
depreciation was determined for the original cost new and for the replacement cost
new. The calculated accrued depreciation was based on the assets’ attained ages,
and the service life of the assets. The cost basis of depreciable assets was reduced
annually by the accumulated depreciation to reflect the loss in the service value of
the assets since being constructed. All land and land rights were valued at original
cost.

Income Approach - The income approach utilized the capitalization of earning
(cash flow) method and the discounted cash flow method. The capitalization of
earning method converted a single base economic income number to a value by

Compliance - 3
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Compliance with Uniform Standards of Professional

Appraisal Practice (USPAP) 2020-2021

Fulfillment of Requirements for a Personal Property Appraisal and Report

dividing it by a capitalization rate. The discounted cash flow method used estimates
of future debt free net cash flow and discounted them to arrive at a present value or
price of the cash flows. The capitalization rate and the discount rate were developed
based on market debt and equity rates at the appraisal date. The discounted cash
flow method reflected two types of discounted cash flow analyses, the EBIT and
EBITDA terminal value model and a capitalization of terminal value model.

Market Approach - The market approach was developed based on the market
multiples method and the selected transaction method. The market multiples
method was based on the market price data of publicly traded corporations engaged
in the same or a similar line of business as the Water System. The market price data
of these comparable publicly traded corporations was used to calculate the market
multiples for the comparable publicly traded corporations at the appraisal date. The
selected transactions method used certain public information relating to the
purchase or sales of businesses involved in the same or a similar business line as
the Water System to calculated market multiples at the time of transaction
(sale/purchase). The calculated market multiples determined by the market
multiples method and the selected transaction method were then multiplied by the
corresponding the Water System financial and operating statistic to produce an
indicated value for the Water System.

Reconciliation of the Valuation Approaches - The fair market value conclusion was
based on reconciliation of each of the three approaches to value and the intended
purpose of the appraisal.

Clearly and conspicuously:
o State all extraordinary assumptions and hypothetical conditions;

There were no extraordinary assumptions required or hypothetical
conditions in this appraisal.

o State that their use might have affected the assignment results

Not applicable.

Clearly and accurately disclose all assumptions, extraordinary assumptions,
hypothetical conditions, and limiting conditions used in the assignment

Not applicable.

Compliance - 4
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Compliance with Uniform Standards of Professional

Appraisal Practice (USPAP) 2020-2021

Fulfillment of Requirements for a Personal Property Appraisal and Report

. Describe the information analyzed, the appraisal procedures followed, and the
reasoning that supports the analyses, opinions, and conclusions

See scope of work above.

. State the use of the real estate existing as of the date of value and the use of the
real estate reflected in the appraisal

Valley Township’s water system land and land rights include land used for water
distribution and transmission, about 22 miles of mains, three wells, a storage tank,
treatment plant and multiple easements and rights-of-way necessary to operate the
Water System.

The Valley Township Water System’s land and land rights were assumed to be used
for the operation of the Water System for the appraisal.

. State and describe the support and rationale for the appraiser's opinion of the
highest and best use of the real estate

All land and land rights were assumed to be used for the operation of the Water
System for the appraisal, were valued at original cost, and not at highest and best
use of the real estate.

J State and explain any permitted departures from specific requirements of
STANDARD 1 and the reason for excluding any of the usual valuation
approaches. The appraisal then becomes a limited appraisal - a limited appraisal
report must contain a prominent section that clearly identifies the extent of the
appraisal process performed and the departures taken

No departures for Standard 1 were made.

. Include a signed certification in accordance with Standards Rule 2-3

See attached for signed certification.

Compliance - 5
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APPRAISAL CERTIFICATION

Valley Township, Pennsylvania
Valley Township
Water System Assets
Fair Market Value Appraisal Report
As of March 31, 2020

Gannett Fleming Valuation and Rate Consultants, LLC certify that, to the best of its knowledge
and belief:

— The statements of fact contained in this report are true and correct.

— The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are our personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

— Gannett Fleming Valuation and Rate Consultants, LLC has not performed an appraisal of
the Valley Township Water System prior to this current appraisal.

— Gannett Fleming Valuation and Rate Consultants, LLC, nor its professional staff has any
present or prospective interest in the property that is the subject of this report, and has no
interest or bias with respect to the parties involved.

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

— Our engagement in this assignment is not contingent upon developing or reporting
predetermined results.

— Our compensation for completing this assignment is not contingent upon the development
or reporting of a predetermined value or direction in value that favors the cause of the
client, the amount of the value opinion, the attainment of a stipulated result, or the
occurrence of a subsequent event directly related to the intended use of this appraisal.

— Our analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice (2020-2021)

Appraisal Certification - 1
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APPRAISAL CERTIFICATION

Valley Township, Pennsylvania
Valley Township
Water System Assets
Fair Market Value Appraisal Report
As of March 31, 2020

— The signers of this report have made a personal inspection of the property that is the
subject of this report.

— Individuals providing significant appraisal assistance to the person signing this certification
include: John J. Spanos, President, Joanna Lappin, Depreciation Analyst and Gregory R.
Herbert, Rate Analyst at Gannett Fleming Valuation and Rate Consultants, LLC.

Gannett Fleming Valuation and Rate Consultants, LLC
By,

oS ==

HAROLD WALKER, III

Manager, Financial Studies

Appraisal Certification - 2
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Valley Township Water System Assets
Selected Audited Financial Information

12-Months Ended December 31:

2016 2017 2018 2019

Gross property, plant & equipment NA NA NA NA
Accumulated depreciation NA NA NA NA

Net property, plant & equipment NA NA NA NA
Assets NA NA NA NA
Debt Current NA NA NA NA
Debt NA NA NA NA
Equity NA NA NA NA

Total Capital NA NA NA NA
OPERATING REVENUES
Charges for services NA 683,151 725,146 679,252
Other operating income NA 6,294 163 19,298
TOTAL OPERATING REVENUES 682,994 689,445 725,309 698,550
Expenses 665,030 637,853 683,721 619,845
Depreciation 0 0 0 0
TOTAL OPERATING EXPENSES 665,030 637,853 683,721 619,845
CAPX NA NA NA NA
Interest NA NA NA NA
Principal NA NA NA NA

Source of Information: Audited Financial Statements, Statement of Reveues & Expenditures, and Budgets (2016-2019)
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Valley Township Water System Assets
Population, Housing Units, Customer Count, and
New Connections

Valley Township Population
2019 To Customers

Population 7,493 4.5
Housing Units 3,140

Average Size 2.39

Current

Customers

Residential 1,644

Commercial 24

Institutional 1

Total 1,669

Projected New Connections

2019 2020 2021 2022

1
New Connections 2 51 49 41

Population and Housing Units (2019)

Total Population
Populationin ~ Housing per Housing
Total Population Households Units Vacancy Rate Unit

7,493 7,449 3,140 6.6% 2.39

Distribution
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Page 1 of 3
TABLE 3.2 Pennsylvania Population Census by County and Municipality, 2000 & 2010
1 Populati IR ge
Geographic Area | 2000 { 2010 | Change I Municipal Growth Rank
Pennsylvania 12,281,054 12,702,379 3.4% -
(Chester County 433,501 498,886 15.1% -
Valley township 5116 6,794 32.8% 97 out of 2,572
Source: U.S. Census Bureau,Census 2000 & 2010 Redistricting Data
(Public Law 94-171) Summary File.

TABLE 3.1 US Population Census Counts, 2000 & 2010
| Populati | Percentage

[Sae 1 2000 2010 |  Change

Alabama 4,447,351 4,779,736 7.5%
Alaska 626,931 710,231 13.3%]
Arizona 5,130,632 6,392,017 24.6%
Arkansas 2,673,400 2915918 9.1%|
California 33,871,653 37,253,956 10.0%
(Colorado 4,302,015 5,029,196 16.9%
Connecticut 3,405,602 3,574,097 4.9%)|
Delaware 783,600 897,934 14.6%
District of Columbia 572,059 601,723 5.2%)|
Florida 15,982,824 18,801,310 17.6%
Georgia 8,186,816 9,687,653 18.3%
Hawaii 1,211,537 1,360,301 12.3%)
1daho 1,293,956 1,567,582 21.1%)
Tllinois 12,419,647 12,830,632 3.3%|
Indiana 6,080,517 6,483,802 6.6%|
Towa 2,926,382 3,046,355 4.1%)
Kansas 2,688,824 2,853,118 6.1%|
Kentucky 4,042,285 4,339,367 7.3%)|
Louisiana 4,468,958 4,533,372 1.4%
Maine 1,274,923 1,328,361 4.2%)
Maryland 5,296,507 5,773,552 9.0%|
Massachusetts 6,349,105 6,547,629 3.1%
Michigan 9,938,480 9,883,640 -0.6%)
Minnesota 4,919,492 5,303,925 7.8%|
Mississippi 2,844,656 2,967,297 4.3%
Missouri 5,596,683 5,988,927 7.0%|
Montana 902,195 989,415 9.7%‘
Nebraska 1,711,265 1,826,341 6.7%)
Nevada 1,998,257 2,700,551 35.1%)
New Hampshire 1,235,786 1,316,470 6.5%
New Jersey 8,414,347 8,791,894 4.5%)
New Mexico 1,819,046 2,059,179 13.2%)
New York 18,976,821 19,378,102 2.1%)|
North Carolina 8,046,485 9,535,483 18.5%]
North Dakota 642,200 672,591 4.7%)
Ohio 11,353,145 11,536,504 1.6%
(Oklahoma 3,450,652 3,751,351 8.7%
Oregon 3,421,436 3,831,074 1 Z,(]"/:l
Pennsylvania 12,281,054 12,702,379 3.4%)
Rhode Island 1,048,319 1,052,567 0.4%]
South Carolina 4,011,816 4,625,364 15.3%)
South Dakota 754,844 814,180 7.9%|
Tennessee 5,689,267 6,346,105 11.5%)
Texas 20,851,790 25,145,561 20.6%
Utah 2,233,198 2,763,885 23.8%
Vermont 608,827 625,741 2.8%)|
Virginia 7,079,030 8,001,024 13.0%|
Washington 5,894,141 6,724,540 14.1%|
(West Virginia 1,808,350 1,852,994 2.5%|
(Wisconsin 5,363,715 5,686,986 6.0%|
Wyoming 493,782 563,626 14.1%)
Total - States & D.C. 281,424,603 308,745,538 9.7%)

Source: U.S. Census Bureau, Population Division
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Page 2 of 3

TABLE 3.3 Forecasted Population by County and Municipality, 2015-2045

Bucks County
Chester County
Delaware County
Montgomery County
Philadelphia County

Subtotal - Five
Pennsylvania Counties

Burlington County
(Camden County
Gloucester County
[Mcrcer County

Subtotal - Four New
Jersey Counties

Total - Nine DVRPC
Counties

Valley Township

Source: Delaware Valley Regional Planning Commission, June 2016.

Population Percentage Change
Estimate Forecast Forecast Forecast Forecast Forecast Forecast 2015to 2020 to 2025 to 2030to | 2035t0 | 2040to 2015to

2015 2020 2025 2030 2035 2040 2045 2020 2030 2035 2040 2045 2045
627,367 640,495 654,792 669,299 681,273 691,111 699,498 2.1% 22% 2.2% 1.8% 1.4% 1.2% 11.5%)
515,939 543,702 571,641 599,932 624,832 645,562 662,283 5.4% 5.1% 4.9% 4.2% 3.3% 2.6% 28.4%)
563,894 568,337 572,758 577,248 581,136 584,329 587,037 0.8% 0.8% 0.8% 0.7% 0.5% 0.5% 4.1%)
819,264 840,934 863,327 884,387 903,114 918,918 932,820 2.6% 2.7% 2.4% 2.1% 1.7% 1.5% 13.9%
1,567,443 1,594,787 1,616,816 1,643,971 1,667,290 1,683,402 1,696,133 1.7% 1.4% 1.7% 1.4% 1.0% 0.8% 8.2%)
4,093,907 4,188,255 4,279,334 4,374,837 4,457,645 4,523,322 4,577,771 2.3% 2.2% 22% 1.9% 1.5% 1.2% 11.8%
450,226 459,344 468,428 475,978 482,560 488,026 492,709 2.0% 2.0% 1.6% 1.4% 1.1% 1.0% 9.4%)
510,923 514,006 517,073 520,189 522,886 525,101 526,997 0.6% 0.6% 0.6% 0.5% 0.4% 0.4% 3.1%)
291,479 307,766 323,969 340,425 354,677 366,383 376,308 5.6% 5.3% 5.1% 4.2% 33% 2.7% 29.1%)
371,398 377,328 383,227 389,219 394,407 398,669 402,283 1.6% 1.6% 1.6% 1.3% 1.1% 0.9% 8.3%)
1,624,026 1,658,444 1,692,697 1,725,811 1,754,530 1,778,179 1,798,297 2.1% 21% 2.0% 1L7% 1.3% 1.1% 10.7%
5,717,933 5,846,699 5,972,031 6,100,648 6,212,175 6,301,501 6,376,068 2.3% 2.1% 2.2% 1.8% 1.4% 1.2% 11.5%|

= - —

7,632 8,187 8,740 9,301 9,787 10,186 10,524 1.3% 6.8% 6.4% 52% 4.1% 3.3% 37.9%)
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Page 3 of 3
TABLE 3.4 F Employment by County and lity, 2015-2045
Employment Percentage Change
Estimate Forecast l Forecast I Forecast Forecast Forecast | Forecast 2015 to 2020 to 202510 | 2030to | 2035t | 2040to | 2015to
2015 2020 2025 2030 2035 2040 2045 2020 2025 2030 2035 2040 2045 2045

Bucks County 322,731 329,645 337,203 344,859 351,310 356,671 361,124 2.1% 23% 23% 1.9% 1.5% 1.2% 11.9%
Chester County 309,605 326,320 343,050 359,774 374,967 387,391 397,405 5.4% 5.1% 4.9% 4.2% 3.3% 2.6% 28.4%|
Delaware County 268,054 270,167 272,269 274,401 276,248 277,763 279,050 0.8% 0.8% 0.8% 0.7% 0.5% 0.5% 4.1%)
Montgomery County 582,443 598,434 614,469 629,563 642,996 654,966 664,385 2.7% 2.7% 2.5% 2.1% 1.9% 1.4% 14.1%
Philadelphia County 772,847 786,308 797,156 810,574 822,002 829,937 836,825 1.7% 1.4% 1.7% 1.4% 1.0% 0.8% 8.3%)

Subtotal - Five

Pennsylvania Counties 2,255,680 2,310,874 2,364,147 2,419,171 2,467,523 2,506,728 2,538,789 2.4% 2.3% 2.3% 2.0% 1.6% 1.3% 12.6%)
Burlington County 241,298 246,351 251,368 255,562 258,363 261,195 263,622 2.1% 2.0% 1.7% 1.1% 1.1% 0.9% 9.3%)
(Camden County 263,582 265,169 266,753 268,359 269,750 270,892 271,869 0.6% 0.6% 0.6% 0.5% 0.4% 0.4% 3.1%|
Gloucester County 121,382 128,161 134,902 141,752 147,682 152,554 156,686 5.6% 5.3% 51% 4.2% 3.3% 2.7% 29.1%]|
[Mercer County 286,295 290,864 295,408 300,025 304,021 307,302 310,084 1.6% 1.6% 1.6% 1.3% 1.1% 0.9% 8.3%|

Subtotal - Four New

Jersey Counties 912,557 930,545 948,431 965,698 979,816 991,943 1,002,261 2.0% 1.9% 1.8% 1.5% 1.2% 1.0% 9.8%)|
Total - Nine DVRPC
Counties 3,168,237 3,241,419 3,312,578 3,384,869 3,447,339 3,498,671 3,5411050 2.3% 2.2% 22% 1.8% 1.5% 1.2% 11.8%
[Valley Township 2,085 2,249 2,440 2,633 2,787 2915 3,074 7.9% 8.5% 7.9% 5.8% 4.6% 5.5% 47.4%)
Source: Delaware Valley Regional Planning C S ber 2016. Base employ data from the National Establishments Time Series (NETS) database, 2010 and 2013.
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For Valley Township Water System Assets

Debt Service Coverage

Pre-Tax Interest Coverage - Including AFC(2)(x)
Post-Tax Interest Coverage - Including AFC(2)(x)
GCF / Interest Coverage(3)(x)

GCF / Tot. Debt(4)(%)

GCF / Construction(5)(%)

And the Comparable Group
2017 -2019 (1)

Valley Township Water System Assets Comparable Group
2019 | 2018 | 2017 2019 [ 2018 | 2017
NA NA NA 2.0 3.7 2.7
NA NA NA 3.6 3.6 4.4
NA NA NA 2.9 3.0 3.5
NA NA NA 4.7 4.9 59
NA NA NA 15.8 18.7 23.2
NA NA NA 63.0 63.2 81.8

Notes: (1) Average of the achieved results for each individual company based upon the

financials as originally reported.

(2) Represents the number of times available earnings, including AFC, cover all

interest charges.

(3) GCF or gross cash flow (sum of net income, depreciation, amortization,
net deferred income taxes and investment tax credits, less AFC), plus

interest charges, divided by interest charges.
(4) GCF (see note 3) as a percentage of total debt.

(5) The percent of GCF (see note 3) which cover gross construction expenditures.

Source: 2017-19 Annual Reports and Budgets

S&P Capital IQ
EXHIBIT 1



Appendix A-5.2 (Gannett FIErEIT 5

Valley Township Water System Assets
Illustrating the Impact of Size on Risk and Retun
Through Common Stock Returns

TABLE 5.1 Change in Return and Risk for Size-Quartiles Portfolio of the NYSE/AMEX/NASDAQ Common Stocks (1)

A B C D E E G H I ]
Average Standard [ Beta Adjusted |
Market  Quartile Deviation Change in Largest Comparison Quartile Change in
Market Quartile Premium of Quartile ~ Market Value  Quartile Group Beta Size Quartile
Quartile Name 1926-18 Return  Premium  in the Quartile Beta Beta Ratio Premium Premium
(%) (%) (%) (Mill §) (%) (%)
(Largest Stocks)
1  Large-Cap 0.00 19.9 -- 1,073,390 1.00 0.65 65% 0.00
2 Mid-Cap 0.89 243 0.89 13,456 1.12 0.65 58% 0.52 0.52
3 Low-Cap 1.60 28.5 0.71 2,993 1.22 0.65 53% 0.85 0.34
4 Mico-Cap 3.40 38.5 1.80 728 1.35 0.65 48% 1.64 0.78

(Smallest Stocks)

Notes: (1) 2019 Ibbotson Stocks, Bonds, Bills, and Inflation (SBBI) Yearbook

TABLE 5.2 Recent Market Values and Ibbotson Associates Market Quartiles for the Comparable Group

3/31/2020 Market
Market Quartile Market
Value Name Quartile
(Mill $)
Comparable Group
American States Water Co 3,013 Mid-Cap 2
American Water Works Co Inc 21,637 Large-Cap 1
California Water Service Gp 345 Mico-Cap 4
Essential Utilities, Inc. 2,442 Low-Cap 3
Middlesex Water Co 9,972 Mid-Cap 2
Middlesex Water Co 1,048 Low-Cap 3
SJW Corp 1,646 Low-Cap 3
York Water Co 566 Mico-Cap 4
Median 2,044 Low-Cap 3
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Valley Township Water System Assets Page 1 of5
Property Plant & Equipment Analysis
Capital Expenditures Analysis
Growth Rate Analyses

Profit Margin Analyses

TABLE 6.1 Property Plant & Equipment Analysis

(Current Know Statistics)

Percentage of
Net Property, | Property, Plant
Gross Property, Plant & & Equipment
Plant & Equipment | Equipment [Not Depreciated

(Millions of $)

Valley Township Water System
Assets $6.844 $4.984 73%

Comparable Group

American States Water Co $1,980.305 $1,437.042 73%
American Water Works Company 24,044.000 18,335.000 76%
Artesian Resources Corp 672.391 535.013 80%
California Water Service Group 3,540.033 2,409.873 68%
Essential Utilities, Inc. 8,214.803 6,358.657 77%
Middlesex Water Co 893.664 722.044 81%
SIW Group 3,192.780 2,230.343 70%
York Water Company (The) 399.269 313.993 79%

Median 77%

TABLE 6.2 Property Plant & Equipment Analysis for Contributions

(As of 3/31/2020)
Percentage of

Property, Plant 2019

& Equipment | Percentage of

Net Property, Plant Investor's Net of Known "Cost

& Equipment Capital Contributions | Free" Capital

(Millions of §)
Comparable Group

American States Water Co $1,437.042 $1,101.458 77% 23%
American Water Works Co Inc 18,335.000 15,678.000 86% 19%
Artesian Resources -CL A 535.013 314.114 59% 39%
California Water Service Gp 2,409.873 1,778.008 74% 27%
Essential Utilities, Inc. 6,358.657 6,978.773 110% 25%
Middlesex Water Co 722.044 589.563 82% 25%
SJW Corp 2,230.343 2,313.062 104% 26%
York Water Co 313.993 237.467 76% 28%

Median 79% 26%
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Valley Township Water System Assets Page 2 of 5
Property Plant & Equipment Analysis
Capital Expenditures Analysis
Growth Rate Analyses

Profit Margin Analyses

TABLE 6.3 Capital Expen;itures Analysis

PP&E-Total Net Capital Expenditures
2019 | 2018 | 2017 | 2016 2019 | 2018 | 2017 | 2016
(Millions of $) (Millions of $)
Valley Township Water System
Assets NA NA NA NA NA NA NA NA
Comparable Group
American States Water Co $1,437.042 $1,304.683 $1,213.264 $1,159.766 $151.940 $126.561 $113.126 $129.867
American Water Works Co Inc 18,335.000 17,409.000 16,246.000 14,992.000 1,654.000 1,586.000 1,434.000 1,311.000
Artesian Resources -CL A 535.013 502.527 464.384 429.383 40.677 49.053 41.094 28.251
California Water Service Gp 2,409.873 2,220.873 2,036.971 1,847.460 273.770 271.707 259.194 228.938
Essential Utilities, Inc. 6,358.657 5,930.326 5,399.860 5,001.615 550.273 495.737 478.089 382.996
Middlesex Water Co 722.044 628.476 566.718 526.907 89.125 72.094 50.301 47375
SJW Corp 2,230.343 1,365.771 1,278.025 1,180.481 164.325 135.973 141.213 129.134
York Water Co 313.993 299.871 289.524 271.652 20.537 16.882 25.074 13.208
Capital Expenditures / PP&E-Total Net

2019 | 2018 | 2017 | 2016
Valley Township Water System
Assets NA NA NA NA
Comparable Group
American States Water Co 11% 10% 9% 11%
American Water Works Co Inc 9% 9% 9% 9%
Artesian Resources -CL A 8% 10% 9% 7%
California Water Service Gp 11% 12% 13% 12%
Essential Utilities, Inc. 9% 8% 9% 8%
Middlesex Water Co 12% 11% 9% 9%
SJW Corp 7% 10% 11% 11%
York Water Co 7% 6% 9% 5%

Median 9% 10% 9% 9%
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Valley Township Water System Assets Page 3 of 5
Property Plant & Equipment Analysis
Capital Expenditures Analysis
Growth Rate Analyses

Profit Margin Analyses

Revenues EBITDA
2019 [ 2008 ] 2017 2016 2019 | 2018 [ 2017 | 2016
(Millions of $) (Millions of $)
Valley Township Water System
Assets $0.699 $0.725 $0.689 $0.683 $0.079 $0.042 $0.052 $0.018
Comparable Group
American States Water Co $473.869 $436.816 $440.603 $436.087 $164.085 $144.803 $159.380 $154.263
American Water Works Co Inc 3,610.000 3,440.000 3,357.000 3,302.000 1,306.476 1,154.957 1,102.741 917.849
Artesian Resources -CL A 83.595 80.411 82.235 79.089 433.284 387.423 380.137 340.460
California Water Service Gp 714.557 698.196 676.113 609.370 30.401 25.800 26.382 25.061
Essential Utilities, Inc. 889.692 838.091 809.525 819.875 147.867 140.577 127.710 122.709
Middlesex Water Co 134.598 138.077 130.775 132.906 38.056 33.947 35.841 28.720
SJW Corp 420.482 397.699 389.225 339.706 86.302 83.532 68.003 63.335
York Water Co 51.578 48.437 48.589 47.584 25.743 24.780 24.359 21.800
EBIT
2019 [ 2018 | 2017 2016
(Millions of $)
Valley Township Water System
Assets $0.079 $0.042 $0.052 $0.018
Comparable Group
American States Water Co $128.372 $104.140 $120.107 $115.154
American Water Works Co Inc 1,220.000 1,139.000 1,228.000 1,147.000
Artesian Resources -CL A 25.106 23.946 26.895 27.150
California Water Service Gp 109.924 119.686 132.592 104.015
Essential Utilities, Inc. 357.241 315.347 328.967 333.298
Middlesex Water Co 34318 37.766 37.967 40.060
SJW Corp 70.089 89.694 98.079 93.116

York Water Co 22.335 21.232 22473 22.888
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Property Plant & Equipment Analysis

Capital Expenditures Analysis
Growth Rate Analyses
Profit Margin Analyses

Page 4 of 5

TABLE 6.4 Growth Rate Analyses

Valley Township Water System
Assets

Comparable Group

American States Water Co
American Water Works Co Inc
Artesian Resources -CL A
California Water Service Gp
Essential Utilities, Inc.
Middlesex Water Co

SJW Corp

'York Water Co

Median

Valley Township Water System
Assets

Comparable Group
American States Water Co

American Water Works Co Inc
Artesian Resources -CL A
California Water Service Gp
Essential Utilities, Inc.
Middlesex Water Co

SJW Corp

'York Water Co

Median

Revenue Growth
2019 | 2018 | 2017
-3.6% 5.2% 0.9%
8.5% -0.9% 1.0%
4.9% 2.5% 1.7%
4.0% 22% 4.0%
2.3% 3.3% 11.0%
6.2% 3.5% -1.3%
-2.5% 5.6% -1.6%
5.7% 2.2% 14.6%
6.5% -0.3% 2.1%
5.3% 2.4% 1.9%
EBIT Growth
2019 | 2018 | 2017
88.1% -19.2% 188.9%
23.3% -13.3% 43%
7.1% -12% 7.1%
4.8% -11.0% -0.9%
-8.2% 9.7% 27.5%
13.3% -4.1% -1.3%
9.1% -0.5% -5.2%
21.9% -8.5% 5.3%
5.2% -5.5% -1.8%
5.0% -7.9% 1.7%

EBITDA Growth
2019 [ 2018 [ 2017
88.1% -19.2% 188.9%
13.3% 9.1% 3.3%
13.1% 4.7% 20.1%
11.8% 1.9% 11.7%
17.8% 22% 5.3%
52% 10.1% 4.1%
12.1% -5.3% 24.8%
3.3% 22.8% 7.4%
3.9% 1.7% 11.7%
12.0% 1.8% 9.6%
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Valley Township Water System Assets Page 5 of 5
Property Plant & Equipment Analysis
Capital Expenditures Analysis
Growth Rate Analyses
Profit Margin Analyses

TABLE 6.5 Profit Margin Analyses

EBITDA / Revenue - Margin

2019 | 2018 | 2017

Valley Township Water System
Assets 11.3% 5.8% 7.5%
Comparable Group
American States Water Co 34.6% 33.1% 36.2%
American Water Works Co Inc 36.2% 33.6% 32.8%
Artesian Resources -CL A 518.3% 481.8% 462.3%
California Water Service Gp 4.3% 3.7% 3.9%
Essential Utilities, Inc. 16.6% 16.8% 15.8%
Middlesex Water Co 28.3% 24.6% 27.4%
SIJW Corp 20.5% 21.0% 17.5%
'York Water Co 49.9% 51.2% 50.1%

Median 31.5% 28.9% 30.1%

EBIT / Revenue - Margin
2019 | 2018 | 2017

'Valley Township Water System
Assets 11.3% 5.8% 7.5%
Comparable Group
American States Water Co 27.1% 23.8% 27.3%
American Water Works Co Inc 33.8% 33.1% 36.6%
Artesian Resources -CL A 30.0% 29.8% 32.7%
California Water Service Gp 15.4% 17.1% 19.6%
Essential Utilities, Inc. 40.2% 37.6% 40.6%
Middlesex Water Co 25.5% 27.4% 29.0%
SJW Corp 16.7% 22.6% 25.2%
York Water Co 43.3% 43.8% 46.3%

Median 28.6% 28.6% 30.9%

Source: S&P Capital IQ
EXHIBIT 1
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS
SUMMARY OF ORIGINAL COST AND ACCRUED DEPRECIATION
OF WATER SYSTEM AS OF MARCH 31, 2020
ORIGINAL ACCRUED
ACCOUNT DESCRIPTION COST DEPRECIATION
(1) (2 (3) 4)

303.00 LAND AND LAND RIGHTS 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 221,516.08 105,061
304.40 STRUCTURES AND IMPROVEMENTS - T&D 176,759.58 49,838
307.20 WELLS AND SPRINGS 74,872.50 30,482
311.00 WATER TREATMENT EQUIPMENT 19,246.00 956
320.30 PUMPING EQUIPMENT 84,210.50 24,189
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 478,330.00 201,655
331.40 TRANSMISSION AND DISTRIBUTION MAINS 4,314,166.22 995,825
333.40 SERVICES 937,010.74 263,002
334.40 METERS AND METER INSTALLATIONS 171,049.92 85,833
335.00 HYDRANTS 326,482.73 92,983
346.00 COMMUNICATION EQUIPMENT 39,970.00 10,133
TOTAL COMPANY 6,843,616.27 1,859,957
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Page 2 of 3

VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

SUMMARY OF ANALYSIS OF ORIGINAL COST
OF WATER SYSTEM AS OF MARCH 31, 2020

ORIGINAL
ACCOUNT DESCRIPTION COST
M (2) @)
303.00 LAND AND LAND RIGHTS 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 221,516.08
304.40 STRUCTURES AND IMPROVEMENTS - T&D 176,759.58
307.20 WELLS AND SPRINGS 74,872.50
311.00 WATER TREATMENT EQUIPMENT 19,246.00
320.30 PUMPING EQUIPMENT 84,210.50
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 478,330.00
331.40 TRANSMISSION AND DISTRIBUTION MAINS 4,314,166.22
333.40 SERVICES 937,010.74
334.40 METERS AND METER INSTALLATIONS 171,049.92
335.00 HYDRANTS 326,482.73
346.00 COMMUNICATION EQUIPMENT 39,970.00

TOTAL COMPANY 6,843,616.27
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Page 3 of 3
VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS
SUMMARY OF SERVICE LIFE ESTIMATES AND CALCULATED ACCRUED
DEPRECIATION RELATED TO ORIGINAL COST AS OF MARCH 31, 2020
SURVIVOR ORIGINAL ACCRUED
ACCOUNT DESCRIPTION CURVE COST DEPRECIATION
(1 (2) ()] @) (5)

303.00 LAND AND LAND RIGHTS NONDEPRECIABLE 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 55-R3 221,516.08 105,061
304.40 STRUCTURES AND IMPROVEMENTS - T&D 55-R3 176,759.58 49,838
307.20 WELLS AND SPRINGS 50-R2.5 74,872.50 30,482
311.00 WATER TREATMENT EQUIPMENT 40-50.5 19,246.00 956
320.30 PUMPING EQUIPMENT 35-L2.5 84,210.50 24,189
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 56-R4 478,330.00 201,655
331.40 TRANSMISSION AND DISTRIBUTION MAINS 80-R3 4,314,166.22 995,825
333.40 SERVICES 60-R2.5 937,010.74 263,002
334.40 METERS AND METER INSTALLATIONS 25-L3 171,049.92 85,833
335.00 HYDRANTS 60-R3 326,482.73 92,983
346.00 COMMUNICATION EQUIPMENT 15-SQ 39,970.00 10,133

TOTAL COMPANY 6,843,616.27 1,859,957
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 303.00 LAND AND LAND RIGHTS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)
NONDEPRECIABLE
2001 1.00
2009 1.00
2.00

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 0.00
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 304.30 STRUCTURES AND IMPROVEMENTS - WTP

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (35) (6) (7) (8)

SURVIVOR CURVE.. IOWA 55-R3
NET SALVAGE PERCENT.. 0

1988 176,847.36 55.00 1.82 3,218.62 26.14 0.5247 92,797
2004 44,668.72 55..00 1.82 812.97 39.90 0.2746 12,264
221,516.08 4,031.59 105,061

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.82



YEAR
(1)

ORIGINAL

COST
(2)

SURVIVOR CURVE. .

1991
2003
2005
2011
2016

46,873.
43,241.
28,291.
39,900.
18,452.

176,759.
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 304.40 STRUCTURES AND IMPROVEMENTS - T&D

IOWA
NET SALVAGE PERCENT. .

49
93
55
00
61

58

CALCULATED ANNUAL AND ACCRUED DEPRECIATION

RELATED TO ORIGINAL COST AT MARCH 31,

AVG.
LIFE
(3)

0

555
55.
55.
55.
55.

55=R3

00
00
00
00
00

--ANNUAL ACCRUAL--
RATE
(4)

[ N =

.82
.82
.82
.82
.82

AMOUNT

(5)

853.

787
514
726
335

i 217

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT

10

.00
« 9
.18
.84

03

1.82

EXP.
(6)

28.
38.
40.
46.
.32

51

56
98
82
48

2020

—--ACCRUED
FACTOR
(7)

el oNeoNoNe)

.4807
.2913
.2578
.1549
.0669

DEPREC.--
AMOUNT
(8)

22,533
12,595
7,294
6,181
1;235

49,838



ORIGINAL
YEAR COST
(1) (2)
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 307.20 WELLS AND SPRINGS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

AVG. -—-ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 50-R2.5

NET SALVAGE PERCENT..

1988 49,560.00
2012 25,312.50
74,872.50

0
50.00 2.00 991.20 22.93 0.5414 26,832
50.00 2.00 506.25 42.79 0.1442 3,650

1,497.45 30,482

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 2.00



VALLEY TOWNSHIP WATER SYSTEM ASSETS
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VALLEY TOWNSHIP

ACCOUNT 311.00 PUMPING EQUIPMENT

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31,

ORIGINAL AVG.
YEAR COST LIFE
(1) (2) (3)

SURVIVOR CURVE.. IOWA 35-L2.5
NET SALVAGE PERCENT.. 0

2017 9,571.00 35.00
2019 9,675.00 35.00
19,246.00

COMPOSITE ANNUAL ACCRUAL

--ANNUAL ACCRUAL--

RATE AMOUNT EXP.

(4) (5) (6)

2.86 273.73 32.26

2.86 276.70 34.25
550.43

RATE, PERCENT .. 2.86

2020

--ACCRUED DEPREC.--

FACTOR

(7)

0.0783
0.0214

AMOUNT

(8)

749
207

956
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 320.30 WATER TREATMENT EQUIPMENT

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

ORIGINAL AVG. —--ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 40-S0.5
NET SALVAGE PERCENT.. 0

1988 25,000.00 40.00 2.50 625.00 18.10 0.5475 13,688
2008 24,330.00 40.00 2.50 608.25 29.98 0.2505 6,095
2009 3,774.00 40.00 2450 94.35 30.73 0.2318 875
2011 11,300.00 40.00 2.50 282.50 32.27 0.1933 2,184
2015 7,502.50 40.00 2.50 L8%.56 35.59 0.1103 827
2018 12,304.00 40.00 2.50 307.60 38.31 0.0423 520

84,210.50 2,105.26 24,189

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 2.50



ACCOUNT 330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31,

ORIGINAL AVG.
YEAR COST LIFE
(1) (2) (3)

SURVIVOR CURVE.. IOWA 55-R4
NET SALVAGE PERCENT.. 0

1988 300,000.00 55.00

2009 175,830.00 55.00

2011 2,500.00 55.00
478,330.00

--ANNUAL ACCRUAL--

RATE
(4)

1.82
1.82
1.82

AMOUNT EXP.
(5) (6)

5,460.00 24.38
3,200.11 44.29
45.50 46.27

8,705.61

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.82

2020

--ACCRUED DEPREC.--

FACTOR
(7)

0.5567
0.1947
0.1587

AMOUNT
(8)

167,019
34,239
397

201,655



YEAR
(1)

ACCOUNT 331.40

ORIGINAL

COST
(2)

SURVIVOR CURVE..

1988
1990
1991
1993
1994
2003
2004
2005
2007
2008
2015
2017

254,540.
597,506.
59,067.
388,789.
244,872.
601, 550.
577,827.

928,661

342,210.
34,638.
213;653.

70,847

4,314,166.

COMPOSITE ANNUAL ACCRUAL RATE,

IOWA
NET SALVAGE PERCENT..

12
28
26
83
65
27
95
<33
31
9%
86
«39

22

CALCULATED
RELATED TO

AVG.
LIFE
(3)

0

80.
80.
80.
80
80.
.00
80.
.00
80.
80.
80.
80.

80

80

80-R3

00
00
00
00
00

00

00
00
00
00
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

TRANSMISSION AND DISTRIBUTION MAINS

ANNUAL AND ACCRUED DEPRECIATION

ORIGINAL COST AT MARCH 31,

--ANNUAL ACCRUAL--

RATE
(4)

PR PP R e R P R

25
.25
25
«25
25
25
w29
«25
2D
.25
+28
«25

AMOUNT
(5)

3,
7,

4,
3,
T,
7,
115
4,

2,

53

PERCENT

181

222

277

927,

« 29
468.
738.
859.
060.
519,
.85
608.
.63
432.
670.
885.

83
34
87
hil
38

27
99
67
59
08

1:25

EXP.
(6)

50
51
52
54

65

.08
.85
.74
.53
55.
63.
64.
.68
67.
68.
15
77

44
79
13

58
55
34
30

2020

—--ACCRUED DEPREC.--

FACTOR
(7)

[eNeoNeoNoNeoNeoNoNeoNoNolNeNe]

.3740
.3519
.3408
.3184
.3070
.2026
.1909
.1790
«1:551
L1431
0583
.0338

AMOUNT
(8)

95,198
210,251
20,127
123,783
75,176
121,886
110,296
166,230
53,084
4,958
12,445
2,391

995,825
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 333.40 SERVICES

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- —--ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)

SURVIVOR CURVE.. IOWA 60-R2.5
NET SALVAGE PERCENT.. 0

1988 68,347.64 60.00 1.67 1,141.41 32.27 0.4622 31,588
1990 103,540.21 60.00 1..6% 1,729.12 33.83 0.4362 45,161
1991 11,980.68 60.00 1.67 200.08 34.62 0.4230 5,068
1993 114,148.32 60.00 1467 1,906.28 36.23 0.3962 45,222
1994 27,410.68 60.00 1.67 457.76 37.05 0.3825 10,485
2003 56,312.82 60.00 1:.67 940.42 44.68 0.2553 14,378
2004 2,543 ;92 60.00 1.67 42.48 45.56 0.2407 612
2005 390,565.71 60.00 1.67 6,522.45 46.44 0.2260 88,268
2007 74,746.20 60.00 1 .67 1,248.26 48.23 0.1962 14,663
2008 6,843.07 60.00 1.67 114.28 49.13 0.1812 1,240
2011 4,901.00 60.00 1.67 81.85 51.85 0.1358 666
2013 3,361.98 60.00 1.67 56.15 53.69 0.1052 354
2015 68,521.28 60.00 1.67 1,144.31 55.54 0.0743 5,093
2016 2;515:99 60.00 1.67 43.02 56.47 0.0588 152
2017 1,211.24 60.00 1.67 20.23 57.41 0.0432 52

937,010.74 15,648.10 263,002

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.67
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 334.40 METERS AND METER INSTALLATIONS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31, 2020

ORIGINAL AVG. —--ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 25-L3
NET SALVAGE PERCENT.. 0

2006 166,049.92 25.00 4.00 6,642.00 12.16 0.5136 85,283
2017 5,000.00 25.00 4.00 200.00 22.25 0.1100 550
171,049.92 6,842.00 85,833

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 4.00



YEAR
(1)

ORIGINAL

COST
(2)

SURVIVOR CURVE. .

NET SALVAGE PERCENT..

1988
1990
1993
1994
2003
2004
2005
2007
2008
2015

15,459.
32,882.
30,458.
18,530.
52,578.
4,915.
100,218.

38,457

6,354.

26,627

326,482.

COMPOSITE ANNUAL ACCRUAL RATE,

CALCULATED ANNUAL AND ACCRUED DEPRECIATION

EXHIBIT 8
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 335.00 HYDRANTS

RELATED TO ORIGINAL COST AT MARCH 31,

AVG.

LIFE

(3)

IOWA 60-R3
0

62 60.00

14 60.00

04 60.00

58 60.00

81 60.00

16 60.00

72 60.00

+55 60.00

28 60.00

.83 60.00

73

—--ANNUAL ACCRUAL--

RATE
(4)

O e N S Ry Sy SN Ry

.67
.67
.67
.67
.67
.67
.67
+67
.67
.67

AMOUNT
(5)

1,

S,

PERCENT

258.
549,
508.
3009.
878.

82.
673
642.
106.
444,

452

18
13
65
46
07
08
65
24
12
68

.26

1.67

EXP.
(6)

30

44

45.
47.
48.
534

.84
32.
35,
35.
43.
.85

48
02
87
93

78
66
61
35

2020

--ACCRUED DEPREC.--

FACTOR
(7)

OO0 O0OO0OO0OOO O

. 4860
.4587
.4163
. 4022
.2678
.2525
.2370
.2057
.1898
- 0775

AMOUNT
(8)

7,513
15,082
12,681
7,452
14,082
1,241
23,752
7,910
1,206
2,064

92,983



VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 346.00 COMMUNICATION EQUIPMENT

EXHIBIT 8

Appendix A-5.2 (Gannett Flemin@hge 12 of 12

VALLEY TOWNSHIP

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT MARCH 31,

ORIGINAL AVG.

YEAR COST LIFE
(1) (2) (3)
SURVIVOR CURVE.. 15-SQUARE
NET SALVAGE PERCENT.. 0
2011 420.00 15.00
2016 39,550.00 15.00
39,970.00

COMPOSITE ANNUAL ACCRUAL

-—-ANNUAL ACCRUAL--

RATE AMOUNT

(4) (3)

6.67 28.01

6.67 2,637.98
2,665.99

RATE, PERCENT .. 6.

EXP.
(6)

6:.2.5
11.25

2020

-—~ACCRUED
FACTOR
(7)

0.5833
0.2500

DEPREC.--
AMOUNT
(8)

245
9,888

16,133
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS
SUMMARY OF REPLACEMENT COST AND ACCRUED DEPRECIATION
OF WATER SYSTEM AS OF MARCH 31, 2020
REPLACEMENT ACCRUED
ACCOUNT DESCRIPTION COST DEPRECIATION
Q) 2 3 @

303.00 LAND AND LAND RIGHTS 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 582,873.62 286,766
304.40 STRUCTURES AND IMPROVEMENTS - T&D 316,511.79 102,773
307.20 WELLS AND SPRINGS 172,098.62 81,206
311.00 WATER TREATMENT EQUIPMENT 21,753.17 1,136
320.30 PUMPING EQUIPMENT 154,659.54 56,412
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 1,346,282.46 674,745
331.40 TRANSMISSION AND DISTRIBUTION MAINS 9,254,938.97 2,335,418
333.40 SERVICES 1,843,412.55 570,902
334.40 METERS AND METER INSTALLATIONS 312,803.59 158,446
335.00 HYDRANTS 690,968.77 219,146
346.00 COMMUNICATION EQUIPMENT 39,137.19 9,919

TOTAL COMPANY 14,735,442.27 4,496,869



Appendix A-5.2 (Gannett Fleming)EXHIBIT 9
Page 2 of 3

VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

SUMMARY OF ANALYSIS OF REPLACEMENT COST
OF WATER SYSTEM AS OF MARCH 31, 2020

REPLACEMENT
ACCOUNT DESCRIPTION COST
1) ) (&)
303.00 LAND AND LAND RIGHTS 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 582,873.62
304.40 STRUCTURES AND IMPROVEMENTS - T&D 316,511.79
307.20 WELLS AND SPRINGS 172,098.62
311.00 WATER TREATMENT EQUIPMENT 21,753.17
320.30 PUMPING EQUIPMENT 154,659.54
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 1,346,282.46
331.40 TRANSMISSION AND DISTRIBUTION MAINS 9,254,938.97
333.40 SERVICES 1,843,412.55
334.40 METERS AND METER INSTALLATIONS 312,803.59
335.00 HYDRANTS 690,968.77
346.00 COMMUNICATION EQUIPMENT 39,137.19

TOTAL COMPANY 14,735,442.27



Appendix A-5.2 (Gannett Fleming)EXHIBIT 9

Page 3 of 3
VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS
SUMMARY OF SERVICE LIFE ESTIMATES AND CALCULATED ACCRUED
DEPRECIATION RELATED TO REPLACEMENT COST AS OF MARCH 31, 2020
SURVIVOR REPLACEMENT ACCRUED
ACCOUNT DESCRIPTION CURVE cosT DEPRECIATION
™ () () (4) (5)

303.00 LAND AND LAND RIGHTS NONDEPRECIABLE 2.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 55-R3 582,873.62 286,766
304.40 STRUCTURES AND IMPROVEMENTS - T&D 55-R3 316,511.79 102,773
307.20 WELLS AND SPRINGS 50-R2.5 172,098.62 81,206
311.00 WATER TREATMENT EQUIPMENT 40-S0.5 21,753.17 1,136
320.30 PUMPING EQUIPMENT 35-L2.5 154,659.54 56,412
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 55-R4 1,346,282.46 674,745
331.40 TRANSMISSION AND DISTRIBUTION MAINS 80-R3 9,254,938.97 2,335,418
333.40 SERVICES 60-R2.5 1,843,412.55 570,902
334.40 METERS AND METER INSTALLATIONS 25-3 312,803.59 158,446
335.00 HYDRANTS 60-R3 690,968.77 219,146
346.00 COMMUNICATION EQUIPMENT 15-5Q 39,137.19 9,919

TOTAL COMPANY 14,735,442.27 4,496,369



Appendix A-5.2 (Gannett FlemingEXHIBIT 10

VALLEY TOWNSHIP

VALLEY TOWNSHIP WATER SYSTEM ASSETS

SUMMARY OF REPLACEMENT COST AND TRANSITION FACTORS BY ACCOUNT AND VINTAGE YEAR
OF WATER SYSTEM AS OF MARCH 31, 2020

VINTAGE BASE
ACCOUNT DESCRIPTION YEAR COST
1 (2) 3) )
303.00 LAND AND LAND RIGHTS 2001 1.00
303.00 LAND AND LAND RIGHTS 2009 1.00
304.30 STRUCTURES AND IMPROVEMENTS - WTP 1988 176,847.36
304.30 STRUCTURES AND IMPROVEMENTS - WTP 2004 44,668.72
304.40 STRUCTURES AND IMPROVEMENTS - T&D 1991 46,873.49
304.40 STRUCTURES AND IMPROVEMENTS - T&D 2003 43,241.93
304.40 STRUCTURES AND IMPROVEMENTS - T&D 2005 28,291.55
304.40 STRUCTURES AND IMPROVEMENTS - T&D 2011 39,900.00
304.40 STRUCTURES AND IMPROVEMENTS - T&D 2016 18,452.61
307.20 WELLS AND SPRINGS 1988 49,560.00
307.20 WELLS AND SPRINGS 2012 25,312.50
311.00 PUMPING EQUIPMENT 2017 9,571.00
311.00 PUMPING EQUIPMENT 2019 9,675.00
320.30 WATER TREATMENT EQUIPMENT 1988 25,000.00
320.30 WATER TREATMENT EQUIPMENT 2008 24,330.00
320.30 WATER TREATMENT EQUIPMENT 2009 3,774.00
320.30 WATER TREATMENT EQUIPMENT 2011 11,300.00
320.30 WATER TREATMENT EQUIPMENT 2015 7,502.50
320.30 WATER TREATMENT EQUIPMENT 2018 12,304.00
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 1988 300,000.00
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 2009 175,830.00
330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES 2011 2,500.00
331.40 TRANSMISSION AND DISTRIBUTION MAINS 1988 254,540.12
331.40 TRANSMISSION AND DISTRIBUTION MAINS 1990 597,506.28
331.40 TRANSMISSION AND DISTRIBUTION MAINS 1991 59,067.26
331.40 TRANSMISSION AND DISTRIBUTION MAINS 1993 388,789.83
331.40 TRANSMISSION AND DISTRIBUTION MAINS 1994 244,872.65
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2003 601,550.27
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2004 577,827.95
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2005 928,661.33
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2007 342,210.31
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2008 34,638.97
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2015 213,653.86
331.40 TRANSMISSION AND DISTRIBUTION MAINS 2017 70,847.39
333.40 SERVICES 1988 68,347.64
333.40 SERVICES 1990 103,540.21
333.40 SERVICES 1991 11,980.68
333.40 SERVICES 1993 114,148.32
333.40 SERVICES 1994 27,410.68
333.40 SERVICES 2003 56,312.82
333.40 SERVICES 2004 2,543.92
333.40 SERVICES 2005 390,565.71
333.40 SERVICES 2007 74,746.20
333.40 SERVICES 2008 6,843.07
333.40 SERVICES 2011 4,901.00
333.40 SERVICES 2013 3,361.98
333.40 SERVICES 2015 68,521.28
333.40 SERVICES 2016 2,575.99
333.40 SERVICES 2017 1,211.24
334.40 METERS AND METER INSTALLATIONS 2006 166,049.92
334.40 METERS AND METER INSTALLATIONS 2017 5,000.00
335.00 HYDRANTS 1988 15,459.62
335.00 HYDRANTS 1990 32,882.14
335.00 HYDRANTS 1993 30,458.04
335.00 HYDRANTS 1994 18,530.58
335.00 HYDRANTS 2003 52,578.81
335.00 HYDRANTS 2004 4,915.16
335.00 HYDRANTS 2005 100,218.72
335.00 HYDRANTS 2007 38,457.55
335.00 HYDRANTS 2008 6,354.28
335.00 HYDRANTS 2015 26,627.83

TRANSITION
FACTOR

5)

1.00
1.00
2.86
1.71
262
1.82
1.60
1.23
1.09
2.86
1.19
1.23
1.03
3.05
1.49
1.41
1.33
1.18
1.07
3.80
1.16
1.08
3.03
2.81
2.76
264
2.59
2.08
1.96
1.81
1.60
1.44
1.14
1.09
2.88
2.69
2.60
242
235
1.92
1.82
1.72
1.46
1.37
1.23
1.17
1.14
1.13
1.09
1.85
1.10
3.44
3.03
2.86
2.82
1.93
1.88
1.83
1.63
1.56
1.19

FACTOR
REFERENCE

Page 1 of 2

REPLACEMENT
COST

(6)

M
(1)
@
@
@)
@
)
()
)
(2)
)
(4)
4)
@3)
3)
(©)
(©)
(©)
@)
(©)
(®)
6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
(6)
@
@)
@)
@)
@)
@)
)
@)
@)
@
@)
@)
@)
@)
7)
8)
(8)
©)
©)
(9)
©)
©)
©)
©)
©)
(©)
©)

@

1.00

1.00
506,586.66
76,286.96
123,000.14
78,911.03
45,405.41
49,123.46
20,071.75
141,966.69
30,131.93
11,773.10
9,980.07
76,136.36
36,162.85
5,310.43
15,049.39
8,818.73
13,181.78
1,140,000.00
203,592.63
2,689.83
769,983.86
1,681,354.88
162,964.07
1,025,872.23
634,272.58
1,251,874.89
1,132,917.30
1,677,134.64
546,890.82
49,896.61
244,547.05
77,230.04
196,952.79
279,005.30
31,096.91
275,988.75
64,506.47
108,034.92
4,628.89
672,535.10
108,805.81
9,399.24
6,007.13
3,942.79
78,278.36
2,914.50
1,315.59
307,326.26
5,477.33
53,190.76
99,733.43
87,102.08
52,179.46
101,560.12
9,250.58
183,595.36
62,821.61
9,909.44
31,625.93
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS Page 20f2
SUMMARY OF REPLACEMENT COST AND TRANSITION FACTORS BY ACCOUNT AND VINTAGE YEAR
OF WATER SYSTEM AS OF MARCH 31, 2020
VINTAGE BASE TRANSITION FACTOR REPLACEMENT
ACCOUNT DESCRIPTION YEAR COST FACTOR REFERENCE COST
(1) ) (©) (4) () (6) Y

346.00 COMMUNICATION EQUIPMENT 2011 420.00 0.96 (10) 403.06
346.00 COMMUNICATION EQUIPMENT 2016 39,550.00 0.98 (10) 38,734.13

TOTAL COMPANY 6,843,616.27 14,735,442.27
NOTES : (1) Not trended

@)
@)
(4)
(©)
(6)
@)
®)
9)
(10)

Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 8
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 16
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 9
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 23
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 34
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 39
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 40
Handy-Whitman Index of Public Utility Costs, 1/1/20, Cost Trends of Water Utility Construction, North Atlantic Region, Line 42
U.S. Bureau of Labor Statistics, Producer Price Index: PPI industry data for Broadcast and wireless communications equipment

mfg, not seasonally adjusted
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 303.00 LAND AND LAND RIGHTS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. —--ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (35) (6) (7) (8)
NONDEPRECIABLE
2001 1.00
2009 1.00
2.00

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 0.00
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 304.30 STRUCTURES AND IMPROVEMENTS - WTP

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. —--ANNUAL ACCRUAL-- —--ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)

SURVIVOR CURVE.. IOWA 55-R3
NET SALVAGE PERCENT.. 0

1988 506,586.66 55.00 1.82 9,219.88 26.14 0.5247 265,821
2004 76,286.96 55.00 1.82 1,388.42 39.90 0.2746 20,945
582,873.62 10,608.30 286,766

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.82



YEAR
(1)

ORIGINAL

COST
(2)

SURVIVOR CURVE. .

1991
2003
2005
2011
2016

123,000.
78,911.
45, 405.
49,123.
20,071.

316;511.

COMPOSITE ANNUAL ACCRUAL RATE,

VALLEY TOWNSHIP WATER SYSTEM ASSETS

EXHIBIT 11

Appendix A-5.2 (Gannett FlemingPage 3 of 12

VALLEY TOWNSHIP

ACCOUNT 304.40 STRUCTURES AND IMPROVEMENTS - T&D

IOWA
NET SALVAGE PERCENT..

14
03
41
46
75

79

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31,

AVG.
LIFE
(3)

0

55.
SToT
55
55.
55

55-R3

00
00
00
00
00

--ANNUAL ACCRUAL--
AMOUNT

RATE
(4)

e

. 82
.82
.82
.82
.82

(5)

2,238.
436.
826.
.05
365.

1,

S,

PERCENT

894

760.

60
18
38
31
52

1

s 82

EXP.
(6)

28.
38.
40.
46.
+32

51

56
98
82
48

2020

-—-ACCRUED DEPREC.--
FACTOR

O OO oo

(7)

. 4807
.2913
.2578
.1549
.0669

AMOUNT
(8)

59,130
22,984
11,706
7,610
1,343

102,773
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 307.20 WELLS AND SPRINGS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- -—-ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 50-R2.5
NET SALVAGE PERCENT.. 0

1988 141,966.69 50.00 2.00 2,839.33 22,93 0.5414 76,861
2012 30,131.93 50.00 2.00 602.64 42.79 0.1442 4,345
172,098.62 3,441.97 81,206

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 2.00
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 311.00 PUMPING EQUIPMENT

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 35-L2.5
NET SALVAGE PERCENT.. 0

2017 11,773.10 35.00 2.86 336.71 32.26 0.0783 922
2019 9,980.07 35.00 2.86 285.43 34.25 0.0214 214
21,753.17 622.14 1,136

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 2.86



YEAR
(1)

ORIGINAL

COST
(2)

SURVIVOR CURVE. .

1988
2008
2009
2011
2015
2018

76,136.
36,162.
5,310.
15,049.
8,818.
13,181.

154,659.

COMPOSITE ANNUAL ACCRUAL RATE,

IOWA
NET SALVAGE PERCENT..

36
85
43
39
73
78

54

VALLEY TOWNSHIP WATER SYSTEM ASSETS
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VALLEY TOWNSHIP

ACCOUNT 320.30 WATER TREATMENT EQUIPMENT

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31,

AVG.
LIFE
(3)

0

40.
40.
40.
40.
40.
40.

40-S0.5

00
00
00
00
00
00

-—-ANNUAL ACCRUAL--

RATE
(4)

NNDNDDNDDNDN

.50
<50
«50
.50
+50
.50

AMOUNT
(3)

1,

3,

PERCENT

903.
.07
132,
376.
220
329.

904

866.

41
76
23
47
54
48

2.50

EXP.
(6)

18.
29
30.
32.
35
38.

10
98
73
27
59
31

2020

--ACCRUED DEPREC.--

FACTOR
(7)

[eNeoNeoNeNeoNe)

.5475
.2505
.2318
.1933
+1103
.0423

AMOUNT

(8)

41,685
9,059
1,231
2,908

972
557

56,412
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 330.40 DISTRIBUTION RESERVOIRS AND STANDPIPES

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- -—-ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)

SURVIVOR CURVE.. IOWA 55-R4
NET SALVAGE PERCENT.. 0

1988 1,140,000.00 55.00 1.82 20,748.00 24.38 0.5567 634,672
2009 203,592.63 55.00 1.82 3,705.39 44.29 0.1947 39,646
2011 2,689.83 55.00 1.82 48.95 46.27 0.1587 427

1,346,282.46 24,502.34 674,745

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.82
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 331.40 TRANSMISSION AND DISTRIBUTION MAINS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (35) (6) (7) (8)

SURVIVOR CURVE.. IOWA 80-R3
NET SALVAGE PERCENT.. 0

1988 769,983.86 80.00 1.25 9,624.80 50.08 0.3740 287,974
1990 1,681,354.88 80.00 1.25 21,016.94 51.85 0.3519 591,635
1991 162,964.07 80.00 1.25 2,037.05 52.74 0.3408 55,530
1993 1,025,872.23 80.00 1.25 12,823.40 54.53 0.3184 326,617
1994 634,272.58 80.00 125 7,928.41 55.44 0.3070 194,722
2003 1,251,874.89 80.00 1.25 15,648.44 63.79 0.2026 253,655
2004 1,132,917.30 80.00 1.25 14,161.47 64.73 0.1909 216,251
2005 1,677,134.64 80.00 1.25 20,964.18 65.68 0.1790 300,207
2007 546,890.82 80.00 1.25 6,836.14 67.59 0.1551 84,834
2008 49,896.61 80.00 1425 623.71 68.55 0.1431 7,141
2015 244,547.05 80.00 1.25 3,056.84 75.34 0.0583 14,245
2017 77,230.04 80.00 1.25 965.38 77.30 0.0338 2,607

9,254,938.97 115,686.76 2,335,418

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.25
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 333.40 SERVICES

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)

SURVIVOR CURVE.. IOWA 60-R2.5
NET SALVAGE PERCENT.. 0

1988 196, 952 .79 60.00 1.67 3,289.11 32.27 0.4622 91,026
1990 279,005.30 60.00 1.6 4,659.39 33.83 0.4362 121,694
1991 31,096.91 60.00 1.67 519.32 34.62 0.4230 13,154
1993 275,988.75 60.00 1.67 4,609.01 36.23 0.3962 109,338
1994 64,506.47 60.00 1.6l 1,077+26. 37.05 0.3825 24,674
2003 108,034.92 60.00 1.67 1,804.18 44.68 0.2553 27,585
2004 4,628.89 60.00 1z 6:1 77.30 45.56 0.2407 1,114
2005 672,:535.10 60.00 1. 67 11,231.34 46.44 0.2260 151,993
2007 108,805.81 60.00 1.67 1,817.06 48.23 0.1962 21,344
2008 9,399.24 60.00 1.67 156.97 49.13 0.1812 1,703
2011 6,007.13 60.00 1.67 100,32 51.85 0.1358 816
2013 3,942.79 60.00 1.67 65.84 53.69 0.1052 415
2015 78,278.36 60.00 1.67 1,307.25 55.54 0.0743 5,818
2016 2,914 .50 60.00 1.6 48.67 56.47 0.0588 171
2017 1731559 60.00 1.67 21.97 57.41 0.0432 57

1,843,412.55 30,784.99 570,902

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.67
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 334.40 METERS AND METER INSTALLATIONS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (5) (6) (7) (8)
SURVIVOR CURVE.. IOWA 25-L3
NET SALVAGE PERCENT.. 0
2006 307,326.26 25.00 4.00 12,293.05 12.16 0.5136 157,843
2017 5,477.33 25.00 4.00 219.09 22.25 0.1100 603
312,803.59 12,512.14 158,446

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 4.00
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 335.00 HYDRANTS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- —-—-ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)

SURVIVOR CURVE.. IOWA 60-R3
NET SALVAGE PERCENT.. 0

1988 53,190.76 60.00 1.67 888.29 30.84 0.4860 25,851
1990 99,733.43 60.00 1.67 1,665.55 32.48 0.4587 45,745
1993 87,102.08 60.00 1.67 1,454.60 35.02 0.4163 36,263
1994 52,179.46 60.00 1.67 871.40 35.87 0.4022 20,985
2003 101,560.12 60.00 1.67 1,696.05 43.93 0.2678 27,201
2004 9,250.58 60.00 1.67 154.48 44.85 0.2525 2,336
2005 183,595.36 60.00 1.67 3,066.04 45.78 0.2370 43,512
2007 62,821.61 60.00 L. 61 1,049.12 47.66 0.2057 12,921
2008 9,9009.44 60.00 1.67 165.49 48.61 0.1898 1,881
2015 31,625.93 60.00 1:67 528.15 55.35 0.0775 2,451

690,968.77 11,539.17 219,146

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 1.67
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VALLEY TOWNSHIP
VALLEY TOWNSHIP WATER SYSTEM ASSETS

ACCOUNT 346.00 COMMUNICATION EQUIPMENT

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO REPLACEMENT COST AT MARCH 31, 2020

ORIGINAL AVG. --ANNUAL ACCRUAL-- --ACCRUED DEPREC.--
YEAR COST LIFE RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) (3) (4) (3) (6) (7) (8)

SURVIVOR CURVE.. 15-SQUARE
NET SALVAGE PERCENT.. 0

2011 403.06 15.00 6.67 26.88 6.25 0.5833 235
2016 38,734.13 15.00 6.67 2,583.57 11.25 0.2500 9,684
39,13% .19 2,610.45 9,919

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT .. 6.67
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12.

13.
14.
15.

16.
17.

18.

19
20
21

22.
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. OPERATING REVENUES (1)

. Charges for services

. Other operating revenue

. Tap Fees

. Total Operating Revenues

Rate Increase

. OPERATING EXPENSES (1)

Operating & Maintenance Expenses

. Operating Expenses Before Depreciation
10.
11.

Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
() Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 12
Page 1 of 3

Income Approach
Valley Township Water System Assets
Pro Forma Operations
Earnings Capitalization Model
Budget
Actual Year 0
017 2018 2019 2020
683,151 725,146 679,252 664,680
6,294 163 19,298 20,140
0 0 0 0
689,445 725,309 698,550 684,820
637,853 683,721 619,845 599,597
637,853 683,721 619,845 599,597
0 0 0 104,803
637,853 683,721 619,845 704,400
51,592 41,588 78,704 (19,580)
689,445 725,309 698,550 684,820
51,592 41,588 78,704 85,223
51,592 41,588 78,704 (19,580)
51,592 41,588 78,704 (19,580)
0 0 0 0
51,592 41,588 78,704 (19,580)
0 0 0 104,803
0 0 0 30,000
7,584 7,978 7,684 7,533
$44,008 $33,610 $71,020 $47,690




23.

24.

25.

26.

27.

28.

Debt Free Net Cash Flow (10)

Capitalization Factor: (8)

Indicated Value (line 23 + line 24)

Debt Free Net Cash Flow (10)

Capitalization Factor: (9)

Indicated Value (line 26 + line 27)

Appendix A-5.2 (Gannett FlemingEXHIBIT 12

Income Approach
Valley Township Water System Assets

Pro Forma Operations
Earnings Capitalization Model

N
=3
[}

3.70%
Capitalization
Rate Model (No
Growth)

$47,690

3.70%

$1,288,918

3.70%
Capitalization
Rate Model
(0.00% Growth)

$47,690

3.70%

$1,288,918

See last page of this EXHIBIT for notes and assumptions.

Page 2 of 3
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Income Approach
Valley Township Water System Assets

Pro Forma Operations
Earnings Capitalization Model

Notes: (1) Assumptions:

@

3)
“
®)
(©)

@
®)
(©)

(10)

Terms:

Charges for services - Pre-2021 are actual or budget. Post-2020 based on
customer growth (EDU) and average revenue per customer.

OPERATING EXPENSES - increase at 2.0% annually after 2020 unless
noted elsewhere. Assumed economies of scale are shown on lines below.

Depreciation - Pre-2021 based on actual depreciation rate plus same rate on half
of CAPX. Post-2020 based on depreciation rate plus same rate on half of CAPX.

Line 5.
Line 12 + line 10.
Line 12.

Capital Expenditures - Pre-2021 based on financials/budget. Post-2020 years are
estimates at 1.51% of prior year-end GROSS Property, plant and equipment.

Changes in Working Capital - based on water industry 1.10% of revenues.

Discount rate is the the current MUNI discount rate. Capitalization rate (K ) at
3/31/2020 equal to discount rate, where capitalization rate =K - g.

Discount rate is the current MUNI discount rate. Capitalization rate ( K ) at
3/31/2020 adjusted for stated growth ( g ) where capitalization rate =K - g.

Final year shown, line 22.

CAPX - Capital Expenditures

CIP - Capital improvement plan

Dep - Depreciation expense

GROSS PPE - GROSS Property, plant and equipment
IOU - Investor owned utility

MUNI - Large regional municipally owned utility
NET PPE - NET Property, plant and equipment
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Appendix A-5.2 (Gannett FlemingEXHIBIT 13

. OPERATING REVENUES (1)

. Charges for services

Other operating revenue

. Tap Fees
. Other (Rate Increase)
. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

©

10.
11.
12.
13.
14,
15.
16.
17.

18.

19.
20.
21.

22.
23,

24,
25.
26.
27.

28.
29.

30.

31.

32.

33.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow
PV Time Period (mid-year)

Present Value Factor: 3.70% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 3.50% (9)

income Approach
Incor.ne Approach Page 1of7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Budget Estimated Estimated
| Actual Year 0 Year | Year 2
2017 2018 019 2020 2021 2022
683,151 725,146 679,252 664,680 674,148 681,960
6,294 163 19,298 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 265,965
689,445 725,309 698,550 684,820 694,288 968,065
39%
637,853 683,721 619,845 599,597 611,589 623,821
0 0 0 0 (11,961) (12,200)
0 0 0 0 (17,927) (18,285)
0 0 0 0 0 0
0 0 0 0 0 0
637,853 683,721 619,845 599,597 581,701 593,335
0 0 0 104,803 105,630 106,956
637,853 683,721 619,845 704,400 687,331 700,291
51,592 41,588 78,704 (19,580) 6,957 267,774
689,445 725,309 698,550 684,820 694,288 968,065
51,592 41,588 78,704 85,223 112,587 374,730
51,592 41,588 78,704 (19,580) 6,957 267,774
51,592 41,588 78,704 (19,580) 6,957 267,774
0 0 0 0 0 0
51,592 41,588 78,704 (19.580) 6,957 267,774
0 0 0 104,803 105,630 106,956
0 0 0 30,000 99,500 105,328
7,584 7,978 7,684 7,533 7,637 10,649
$44,008 $33,610 $71,020 $47,690 $5,449 $258,753
0.5 05 1.5
0.9820 0.9470
$5,351 $245,039
0.9829 0.9497
$5,356 $245,738

Present Value Debt Free Net Cash Flow

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services
. Other operating revenue

Tap Fees

. Other (Rate Increase)
. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

10.
11.
12.
13.
14.
15.
16.
17.

18,
19.
20.

21.

22,
23.

24,
25.
26.
27.

28.
29.

30.

31.

32,

33.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)
Present Value Factor: 3.70% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 3.50% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 13

income Approach
Income Approach Page 2 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
2023 2024 2025 2026 2027 2028
969,643 985,799 996,597 1,007,659 1,018,844 1,030,154
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
989,783 1,005,939 1,016,737 1,027,799 1,038,984 1,050,294
636,297 649,023 662,004 675,244 688,748 702,523
(12,444) (12,693) (12,947) (13,206) (13,470) (13,740)
(18,651) (19,024) (19,404) (19,792) (20,188) (20,592)
0 0 0 0 0 0
0 0 0 0 0 0
605,202 617,306 629,652 642,245 655,090 668,192
108,332 109,728 111,140 112,571 114,020 115,488
713,535 727,034 740,792 754,816 769,111 783,680
276,248 278,905 275,945 272,983 269,873 266,614
989,783 1,005,939 1,016,737 1,027,799 1,038,984 1,050,294
384,581 388,633 387,085 385,554 383,894 382,102
276,248 278,905 275,945 272,983 269,873 266,614
276,248 278,905 275,945 272,983 269,873 266,614
0 0 0 0 0 0
276,248 278,905 275,945 272,983 269,873 266,614
108,332 109,728 111,140 112,571 114,020 115,488
106,684 108,057 109,448 110,858 112,285 113,731
10,888 11,065 11,184 11,306 11,429 11,553
$267,009 $269,511 $266,453 $263,390 $260,180 $256,818
25 35 45 55 6.5 715
0.9132 0.8806 0.8492 0.8189 0.7897 0.7615
$243,833 $237,331 $226,272 $215,690 $205,464 $195,567
0.9176 0.8866 0.8566 0.8276 0.7996 0.7726
$245,008 $238,948 $228,243 $217,981 $208,040 $198,417

See last page of this EXHIBIT for notes and assumptions.
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income Approach
Income Approach Page 30f7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 9 Year 10 Year t1 Year 12 Year 13 Year 14
2029 2030 2031 2032 2033 2034

1. OPERATING REVENUES (1)

2. Charges for services 1,041,588 1,053,150 1,075,488 1,087,426 1,110,492 1,122,818

3. Other operating revenue 20,140 20,140 20,140 20,140 20,140 20,140

4. Tap Fees 0 0 0 0 0 0

5. Other (Rate Increase) 0 10,531 4] 10,874 0 5,614

6. Total Operating Revenues 1,061,728 1,083,821 1,095,628 1,118,440 1,130,632 1,148,572

7. Rate Increase 1% 1% 0%

8. OPERATING EXPENSES (1

9. Operating & Maintenance Expenses 716,574 730,905 745,524 760,434 775,643 791,156
10. Remove Economies of Scale
11.  LESS: EOS - Wages & Benefits (14,014) (14,295) (14,580) (14,872) (15,170) (15,473)
12. LESS: EOS - Professional Services (21,004) (21,424) (21,852) (22,289) (22,735) (23,190)
13.  LESS: EOS - Eliminated Expenses 0 0 0 0 0 0
14. ADD: Additional O&M 0 0 0 0 0 0
15. Operating Expenses Before Depreciation 681,556 695,187 709,091 723,273 737,738 752,493
16. Depreciation (2) 116,975 118,482 120,007 121,552 123,117 124,701
17. Total Operating Expenses 798,531 813,669 829,097 844,825 860,855 877,194
18. Operating Income 263,197 270,152 266,531 273,615 269,777 271,378
19. Revenues (3) 1,061,728 1,083,821 1,095,628 1,118,440 1,130,632 1,148,572
20. EBITDA (4) 380,172 388,634 386,537 395,167 392,894 396,079
21. EBIT (5) 263,197 270,152 266,531 273,615 269,777 271,378
22. EBIT 263,197 270,152 266,531 273,615 269,777 271,378
23. (-) Income Taxes 0 0 0 0 0 0
24. Debt Free Net Income 263,197 270,152 266,531 273,615 269,777 271,378
25. (+) Depreciation & Amortization 116,975 118,482 120,007 121,552 123,117 124,701
26. () Capital Expenditures (6) 115,195 116,678 118,180 119,702 121,243 122,804
27. (-) Changes in Working Capital (7) 11,679 11,922 12,052 12,303 12,437 12,634
28. Debt Free Net Cash Flow $253,298 $260,034 $256,305 $263,163 $259,214 $260,641
29. PV Time Period (mid-year) 8.5 9.5 10.5 11.5 12.5 13.5
30. Present Value Factor: 3.70% (8) 0.7343 0.7081 0.6828 0.6585 0.6350 0.6123
31. Present Value Debt Free Net Cash Flow $185,997 $184,130 $175,005 $173,293 $164,601 $159,590
32. Present Value Factor:  3.50% (9) 0.7465 0.7212 0.6968 0.6733 0.6505 0.6285
33. Present Value Debt Free Net Cash Flow $189,087 $187,537 $178,594 $177,187 $168,619 $163,813

See last page of this EXHIBIT for notes and assumptions.
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Income Approach Page 4 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

[~

10.
i1
12.
13.
14.
15.
16.
17.

18.
18.
20.

21.

22.
23.

24,
25.
26.
27.

28.
29.

30.

31.

32.

33.

N ouv s wN R

Estimated Estimated Estimated Estimated Estimated Estimated
Year 15 Year 16 Year 17 Year 18 Year 19 Year 20
2035 2036 2037 2038 2039 2040
. OPERATING REVENUES (1)
. Charges for services 1,140,958 1,153,622 1,172,260 1,185,272 1,205,619 1,219,001
. Other operating revenue 20,140 20,140 20,140 20,140 20,140 20,140
Tap Fees 0 0 0 0 0 0
. Other (Rate Increase) 0 5,768 0 7,112 0 7,314
. Total Operating Revenues 1,161,098 1,179,530 1,192,400 1,212,524 1,225,759 1,246,455
Rate Increase 0% 1% 1%
. OPERATING EXPENSES (1)
Operating & Maintenance Expenses 806,979 823,118 839,581 856,372 873,500 890,970
Remove Economies of Scale
LESS: EOS - Wages & Benefits (15,782) (16,098) (16,420) (16,748) (17,083) (17,425)
LESS: EOS - Professional Services (23,654) (24,127) (24,609) (25,101) (25,603) (26,116)
LESS: EOS - Eliminated Expenses 0 0 0 0 0 0
ADD: Additional O&M 0 0 0 0 0 0
Operating Expenses Before Depreciation 767,543 782,893 798,551 814,522 830,813 847,429
Depreciation (2) 126,308 127,934 129,581 131,249 132,939 134,650
Total Operating Expenses 893,850 910,827 928,132 945,772 963,752 982,079
Operating Income 267,248 268,703 264,268 266,752 262,007 264,376
Revenues (3) 1,161,098 1,179,530 1,192,400 1,212,524 1,225,759 1,246,455
EBITDA (4) 393,555 396,637 393,849 398,002 394,946 399,026
EBIT (5) 267,248 268,703 264,268 266,752 262,007 264,376
EBIT 267,248 268,703 264,268 266,752 262,007 264,376
(-) Income Taxes 0 0 0 0 0 0
Debt Free Net Income 267,248 268,703 264,268 266,752 262,007 264,376
(+) Depreciation & Amortization 126,308 127,934 129,581 131,249 132,939 134,650
(-) Capital Expenditures (6) 124,385 125,986 127,608 129,251 130,916 132,601
(-) Changes in Working Capital (7) 12,772 12,975 13,116 13,338 13,483 13,711
Debt Free Net Cash Flow $256,398 $257,676 $253,124 $255,413 $250,547 $252,714
PV Time Period (mid-year) 145 155 16.5 17.5 18.5 195
Present Value Factor: 3.70% (8) 0.5905 0.5694 0.5491 0.5295 0.5106 0.4924
Present Value Debt Free Net Cash Flow $151,403 $146,721 $138,991 $135,241 $127,929 $124,436
Present Value Factor: 3.50% (9) 0.6072 0.5867 0.5669 0.5477 0.5292 0.5113
Present Value Debt Free Net Cash Flow $155,685 $151,178 $143,496 $139,890 $132,589 $129,213

See last page of this EXHIBIT for notes and assumptions.
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Income Approach Page 50f7
Valiey Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Estimated Estimated Estimated Estimated
Year 21 Year 22 Year 23 Year 24
2041 2042 2043 2044

1. OPERATING REVENUES (1)

2. Charges for services 1,239,927 1,253,691 1,279,015 1,293,212

3. Other operating revenue 20,140 20,140 20,140 20,140

4, Tap Fees 0 0 0 0

5. Other (Rate Increase) 0 11,283 0 14,225

6. Total Operating Revennes 1,260,067 1,285,114 1,299,155 1,327,577

7. Rate Increase 1% 1%

8. OPERATING EXPENSES (1)

9. Operating & Maintenance Expenses 908,789 926,965 945,504 964,414
10. Remove Economies of Scale
11.  LESS: EOS - Wages & Benefits (17,774) (18,129) (18,492) (18,861)
12.  LESS: EOS - Professional Services (26,638) 27,171) (27,714) (28,268)
13.  LESS: EOS - Eliminated Expenses 0 0 0 0
14. ADD: Additional O&M 0 0 0 0
15. Operating Expenses Before Depreciation 864,378 881,665 899,298 917,284
16. Depreciation (2) 136,384 138,140 139,919 141,720
17. Total Operating Expenses 1,000,761 1,019,806 1,039,217 1,059,005
18. Operating Income 259,306 265,308 259,938 268,572
19. Revenues (3) 1,260,067 1,285,114 1,299,155 1,327,577
20. EBITDA (4) 395,689 403,449 399,857 410,293
21. EBIT (5) 259,306 265,308 259,938 268,572
22. EBIT 259,306 265,308 259,938 268,572
23. (-) Income Taxes 0 0 0 0
24, Debt Free Net Income 259,306 265,308 259,938 268,572
25. (+) Depreciation & Amortization 136,384 138,140 139,919 141,720
26. (-) Capital Expenditures (6) 134,308 136,037 137,789 139,563
27. () Changes in Working Capital (7) 13,861 14,136 14,291 14,603
28. Debt Free Net Cash Flow $247,521 $253,276 $247,777 $256,126
29. PV Time Period (mid-year) 205 215 225 235
30. Present Value Factor: 3.70% (8) 0.4748 0.4579 0.4415 0.4258
31. Present Value Debt Free Net Cash Flow $117,523 $115,975 $109,393 $109,059
32. Present Value Factor: 3.50% (9) 0.4940 0.4773 0.4611 0.4456
33. Present Value Debt Free Net Cash Flow $122,275 $120,888 $114,250 $114,130

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Mode! and
DCF With EBIT & EBITDA Terminal Value Model

Page 6 of 7

DCF With Capitalization of Terminal Value Model @ 3.70%

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 3.70%

Terminal
Value

Projected Debt Free Net Cash Flow (10} $256,126
Divided by Capitalization Factor (8) 3.70%
24th Year Terminal Value 6,922,330
24th Year Present Value Factor (11) 0.4258
Present Value of Terminal Value 2,947,528
Present Value Debt Free Net

Cash Flow for 24 Years 3,893,834
Indicated Value $6,841,362

Multiples (13)

Projected EBIT $268,572 259
Projected EBITDA 410,293 18.4
'Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value

24th Year Present Value Factor (11)

Present Value of Terminal Value

Present Value Debt Free Net

Cash Flow for 24 Years

Indicated Value

Terminal
Value

$6,956,018
7,549,383
7,353,573
0.4258
3,131,151

3,893,834

$7,024,985

DCF With Capitalization of Terminal Value Model @ 3.50%

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 3.50%

Terminal
Value

Projected Debt Free Net Cash Flow (10) $256,126
Divided by Capitalization Factor (9) 3.50%
24th Year Terminal Value 7,317,892
24th Year Present Value Factor (12) 04258
Present Value of Terminal Value 3,115,958
Present Value Debt Free Net

Cash Flow for 24 Years 3,893,834

Indicated Value $7,009,792

Multiples (13)

Projected EBIT $268,572 259
Projected EBITDA 410,293 18.4
‘Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value

24th Year Present Value Factor (12)

[Present Value of Terminal Value

Present Value Debt Free Net

Cash Flow for 24 Years

Indicated Value

Terminal

Value

$6,956,018
7,549,383
7,353,573
0.4258
3,131,151

3,893,834

$7,024,985

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Notes: (1) Assumptions:

@

3
@)
&)
©®

9
®

©)
(10)
an
(12)
(13)

Terms:

Charges for services - Pre-2021 are actual or budget. Post-2020 based on
customer growth (EDU) and average revenue per customer. Rate increases
(Other rate increase line item) are added year after they occur.

Other (Rate Increase) - Assumed purchase by MUNI at end of 2020 with
shown rate increases.

OPERATING EXPENSES - increase at 2.0% annually after 2020 unless
noted elsewhere. Assumed economies of scale are shown on lines below.
Wages & Benefits - Post-2020 assumed 15% savings due to economies of
scale. Increase at 2.0% afterwards.

Professional Services - Post-2020 assumed 50% savings due to economies of
scale. Increase at 2.0% afterwards.

No Additional O&M.

Depreciation - Pre-2021 based on actual depreciation rate plus same rate on half
of CAPX. Post-2020 based on depreciation rate plus same rate on half of CAPX.

Line 6.
Line 18 + line 16.
Line 18.

Capital Expenditures - Pre-2021 based on financials/budget. Post-2020 years are
estimates at 1.51% of prior year-end GROSS Property, plant and equipment.

Changes in Working Capital - based on water industry 1.10% of revenues.

Discount rate is the the current MUNI discount rate. Capitalization rate ( K ) at
3/31/2020 equal to discount rate, where capitalization rate =K - g.

Discount rate is the current MUNI discount rate. Capitalization rate (K ) at
3/31/2020 adjusted for stated growth ( g ) where capitalization rate =K - g.
Final year shown, line 28.

Final year shown, line 30.

Final year shown, line 30.

Developed on Market Multiples EXHIBIT 17.

CAPX - Capital Expenditures

CIP - Capital improvement plan

Dep - Depreciation expense

GROSS PPE - GROSS Property, plant and equipment
10U - Investor owned utility

MUNI - Large regional municipally owned utility
NET PPE - NET Property, plant and equipment
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ML_ns_Am!mmh Page 1 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
F With EBIT & EBITDA inal Value Model
Budget Estimated Estimated
Actual Year 0 Year | Year 2
017 2018 2019 2020 2021 2022

1. OP TING S(1

2. Charges for services 683,151 725,146 679,252 664,680 674,148 681,960

3. Other operating revenue 6,294 163 19,298 20,140 20,140 20,140

4, Tap Fees (1] 0 0 0 0 0

5. Other (Rate Increase) 0 0 0 0 0 470,553

6. Total Operating Revenues 689,445 725,309 698,550 684,820 694,288 1,172,653

7. Rate Increase 9%

8. OPERATING EXPENSES (1)

9. Operating & Maintenance Expenses 637,853 683,721 619,845 599,597 611,589 623,821
10. Remove Economies of Scale
11.  LESS: EOS - Wages & Benefits 0 0 0 0 (11,961) (12,200)
12.  LESS: EOS - Professional Services 0 0 0 0 (17,927) (18,285)
13.  LESS: EOS - Eliminated Expenses 0 0 0 0 0 0
14. ADD: Additional O&M 0 0 0 0 0 0
15. ADD: PURTA & Reg Assessment 0 0 0 [1] 10,926 10,971
16. Operating Expenses Before Depreciation 637,853 683,721 619,845 599,597 592,627 604,306
17. Depreciation (2) 0 0 0 104,803 105,630 106,956
18. Total Operating Expenses 637,853 683,721 619,845 704,400 698,257 711,262
19. Operating Income 51,592 41,588 78,704 (19,580) (3,969) 461,391
20. Revenues (3) 689,445 725,309 698,550 684,820 694,288 1,172,653
21. EBITDA (4) 51,592 41,588 78,704 85,223 101,661 568,347
22. EBIT (5) 51,592 41,588 78,704 (19,580) (3,969) 461,391
23. EBIT 51,592 41,588 78,704 (19,580) (3,969) 461,391
24. (-) Income Taxes 0 0 0 (5.657) (1,147) 133,296
25. Debt Free Net Income 51,592 41,588 78,704 (13,923) (2,822) 328,095
26. (+) Depreciation & Amortization 0 0 0 104,803 105,630 106,956
27. (-) Capital Expenditures (6) 0 0 0 30,000 99,500 105,328
28. (-) Changes in Working Capital (7) 7,584 7,978 7,684 7,533 7,637 12,899
29.  Debt Free Net Cash Flow $44,008 $33,610 $71,020 $53,347 ($4,330) $316,823
30. PV Time Period (mid-year) 0.5) 0.5 1.5
31. Present Value Factor: 5.95% (8) 0.9715 0.9170
32. Present Value Debt Free Net Cash Flow ($4,206) $290,527
33. Present Value Factor: 7.16% (9) 0.9660 0.9015
34. Present Value Debt Free Net Cash Flow ($4,182) $285,616
35. Present Value Factor: 5.75% (8) 0.9724 0.9196
36. Present Value Debt Free Net Cash Flow ($4,210) $291,351
37. Present Value Factor: 6.96% (9) 0.9669 0.9040
38. Present Value Debt Free Net Cash Flow ($4,186) $286,408

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)
. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21.
22,

23.
24,

25.
26.
27.
28.

29.

30.

31

32.

33.

34,

35.

36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 14

Income Approach
Income Approach Page 20f7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 3 Year 4 Year § Year 6 Year 7 Year 8
2023 2024 2025 2026 2027 2028
1,178,919 1,198,562 1,211,690 1,225,140 1,238,739 1,252,489
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,199,059 1,218,702 1,231,830 1,245,280 1,258,879 1,272,629
636,297 649,023 662,004 675,244 688,748 702,523
(12,444) (12,693) (12,947) (13,206) (13,470) (13,740)
(18,651) (19,024) (19,404) (19,792) (20,188) (20,592)
0 0 0 0 0 0
0 0 0 0 0 0
13,690 13,839 13,948 14,020 14,095 14,169
618,892 631,145 643,600 656,265 669,185 682,361
108,332 109,728 111,140 112,571 114,020 115,488
727,225 740,873 754,740 768,836 783,206 797,849
471,834 477,829 477,090 476,444 475,673 474,780
1,199,059 1,218,702 1,231,830 1,245,280 1,258,879 1,272,629
580,167 587,557 588,230 589,015 589,694 590,268
471,834 477,829 477,090 476,444 475,673 474,780
471,834 477,829 477,090 476,444 475,673 474,780
136,313 138,045 137,831 137,645 137,422 137,164
335,521 339,784 339,259 338,799 338,251 337,616
108,332 109,728 111,140 112,571 114,020 115,488
106,684 108,057 109,448 110,858 112,285 113,731
13,190 13,406 13,550 13,698 13,848 13,999
$323,980 $328,049 $327,401 $326,814 $326,139 $325,374
25 35 45 55 6.5 715
0.8655 0.8169 0.7710 0.7277 0.6868 0.6483
$280,405 $267,983 $252,426 $237,822 $223,992 $210,940
0.8412 0.7850 0.7326 0.6836 0.6380 0.5953
$272,532 $257,519 $239,854 $223,410 $208,077 $193,695
0.8696 0.8223 0.7776 0.7353 0.6953 0.6575
$281,733 $269,755 $254,587 $240,306 $226,765 $213,933
0.8452 0.7902 0.7388 0.6907 0.6457 0.6037
$273,828 $259,224 $241,884 $225,730 $210,588 $196,428

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)
. Charges for services

Other operating revenue
Tap Fees

. Other (Rate Increase)
. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21,
22.

23.
24,

25.
26.
27.
28.

29.
30.

31

32.

33.

34,

35.

36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow
PV Time Period (mid-year)

. Present Value Factor: 5.95% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 7.16% (9)

Present Value Debt Free Net Cash Flow

Present Value Factor: 5.75% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 14

Income Approach Page 3 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 9 Year 10 Year 11 Year 12 Year 13 Year 14
2029 2030 2031 2032 2033 2034
1,266,392 1,280,449 1,294,662 1,309,032 1,323,563 1,338,254
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,286,532 1,300,589 1,314,802 1,329,172 1,343,703 1,358,394
716,574 730,905 745,524 760,434 775,643 791,156
(14,014) (14,295) (14,580) (14,872) (15,170) (15,473)
(21,004) (21,424) (21,852) (22,289) (22,735) (23,190)
0 0 0 0 0 0
0 (1] 0 0 0 0
14,245 14,321 14,399 14,477 14,556 14,637
695,801 709,508 723,490 737,750 752,294 767,130
116,975 118,482 120,007 121,552 123,117 124,701
812,776 827,990 843,496 859,302 875,411 891,831
473,756 472,599 471,306 469,870 468,292 466,563
1,286,532 1,300,589 1,314,802 1,329,172 1,343,703 1,358,394
590,731 591,081 591,312 591,422 591,409 591,264
473,756 472,599 471,306 469,870 468,292 466,563
473,756 472,599 471,306 469,870 468,292 466,563
136,868 136,534 136,160 135,746 135,289 134,790
336,888 336,065 335,146 334,124 333,003 331,773
116,975 118,482 120,007 121,552 123,117 124,701
115,195 116,678 118,180 119,702 121,243 122,804
14,152 14,306 14,463 14,621 14,781 14,942
$324,516 $323,563 $322,509 $321,354 $320,096 $318,728
85 95 10.5 11.5 125 135
0.6118 0.5775 0.5451 0.5144 0.4856 0.4583
$198,539 $186,857 $175,800 $165,304 $155,439 $146,073
0.5555 0.5184 0.4838 0.4515 0.4213 0.3932
$180,269 $167,735 $156,030 $145,091 $134,857 $125,324
0.6218 0.5879 0.5560 0.5257 0.4972 0.4701
$201,784 $190,222 $179,315 $168,936 $159,152 $149,834
0.5644 0.5277 0.4934 0.4613 0.4313 0.4032
$183,157 $170,744 $159,126 $148,240 $138,058 $128,511

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21.
22.

23.
24,

25.
26.
27.
28.

29.
30.
31.

32.

33.

34,

35.

36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow
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income Approach
Incox.ne Approach Page 4 0of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 15 Year 16 Year 17 Year 18 Year 19 Year 20
2035 2036 2037 2038 2039 2040
1,353,109 1,368,128 1,383,314 1,398,669 1,414,194 1,429,892
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 4,290
1,373,249 1,388,268 1,403,454 1,418,809 1,434,334 1,454,322
0%
806,979 823,118 839,581 856,372 873,500 890,970
(15,782) (16,098) (16,420) (16,748) (17,083) (17,425)
(23,654) (24,127) (24,609) (25,101) (25,603) (26,116)
0 0 0 0 0 0
0 0 0 0 0 0
14,717 14,799 14,881 14,966 15,050 15,135
782,260 797,692 813,432 829,488 845,863 862,564
126,308 127,934 129,581 131,249 132,939 134,650
908,567 925,626 943,013 960,738 978,802 997,214
464,682 462,642 460,441 458,071 455,532 457,108
1,373,249 1,388,268 1,403,454 1,418,809 1,434,334 1,454,322
590,989 590,576 590,022 589,321 588,471 591,758
464,682 462,642 460,441 458,071 455,532 457,108
464,682 462,642 460,441 458,071 455,532 457,108
134,246 133,657 133,021 132,337 131,603 132,058
330,436 328,985 327,420 325,734 323,929 325,050
126,308 127,934 129,581 131,249 132,939 134,650
124,385 125,986 127,608 129,251 130,916 132,601
15,106 15,271 15,438 15,607 15,778 15,998
$317,253 $315,662 $313,955 $312,126 $310,175 $311,101
14.5 15.5 16.5 17.5 18.5 19.5
0.4325 0.4083 0.3853 0.3637 0.3433 0.3240
$137,212 $128,885 $120,967 $113,520 $106,483 $100,797
0.3669 0.3424 0.3195 0.2981 0.2782 0.2596
$116,400 $108,083 $100,309 $93,045 $86,291 $80,762
0.4446 0.4204 0.3975 0.3759 0.3555 0.3361
$141,051 $132,704 $124,797 $117,328 $110,267 $104,561
0.3770 0.3524 0.3295 0.3081 0.2880 0.2693
$119,604 $111,239 $103,448 $96,166 $89,330 $83,780

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21.
22.

23.
24,

25.
26.
27.
28.

29.
30.
31.

32.

33.

34.

35.

36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 7.16% (9)

Present Value Debt Free Net Cash Flow

Present Value Factor: 5.75% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow
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Income Approach

Valley Township Water System Assets

Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Estimated Estimated Estimated Estimated
Year 21 Year 22 Year 23 Year 24
2041 2042 2043 2044
1,450,101 1,466,197 1,488,402 1,504,923
20,140 20,140 20,140 20,140
0 0 0 0
0 5,865 0 7,525
1,470,241 1,492,202 1,508,542 1,532,588
0% 1%
908,789 926,965 945,504 964,414
(17,774) (18,129) (18,492) (18,861)
(26,638) (27,171) (27,714) (28,268)
0 0 0 0
0 0 0 0
15,246 15,334 15,456 15,546
879,624 896,999 914,754 932,830
136,384 138,140 139,919 141,720
1,016,007 1,035,140 1,054,673 1,074,551
454,234 457,062 453,869 458,037
1,470,241 1,492,202 1,508,542 1,532,588
590,617 595,203 593,788 599,758
454,234 457,062 453,869 458,037
454234 457,062 453,869 458,037
131,228 132,045 131,123 132,327
323,006 325,017 322,746 325,710
136,384 138,140 139,919 141,720
134,308 136,037 137,789 139,563
16,173 16,414 16,594 16,858
$308,909 $310,707 $308,282 $311,009
20.5 215 225 235
0.3058 0.2886 0.2724 0.2571
$94,464 $89,670 $83,976 $79,960
0.2423 0.2261 0.2110 0.1969
$74,849 $70,251 $65,047 $61,238
0.3179 0.3006 0.2842 0.2688
$98,202 $93,398 $87,614 $83,599
0.2517 0.2354 0.2200 0.2057
$77,752 $73,140 $67,822 $63,975

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Page 6 of 7

DCF With Capitalization of Terminal Value Model @ 5.95%

Terminal
Value

Projected Debt Free Net Cash Flow (10) $311,009
Divided by Capitalization Factor (8) 5.95%
24th Year Terminal Value 5,227,043
24th Year Present Value Factor (11) 0.2571
Present Value of Terminal Value 1,343,873
Present Value Debt Free Net

Cash Flow for 24 Years 3,843,836

Indicated Value $5,187,709

DCF With Capitalization of Terminal Value Model @ 7.16%

Terminal
Value

Projected Debt Free Net Cash Flow (10) §311,009
Divided by Capitalization Factor (9) 7.16%
24th Year Terminal Value 4,343,702
24th Year Present Value Factor (12) 0.1969
Present Value of Terminal Value 855,275
Present Value Debt Free Net

Cash Flow for 24 Years 3,442,098
Indicated Value $4,297,373

DCF With Capitalization of Terminal Value Model @ 5.75%

Terminal
Value

Projected Debt Free Net Cash Flow (10) $311,009
Divided by Capitalization Factor (8) 5.75%
24th Year Terminal Value 5,408,854
24th Year Present Value Factor (11) 0.2571
Present Value of Terminal Value 1,390,616
Present Value Debt Free Net

Cash Flow for 24 Years 3,843,836
Indicated Value $5,234,452

See last page of this EXHIBIT for notes and assumptions.

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 5.95%

Terminal
Multiples (13) Value

Projected EBIT $458,037 259 $11,863,162
Projected EBITDA 599,758 18.4 11,035,539
‘Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 11,308,654
24th Year Present Value Factor (11) 0.2571
Present Value of Terminal Value 2,907,455
Present Value Debt Free Net

Cash Flow for 24 Years 3,843,836
Indicated Value $6,751,291

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 7.16%

Terminal
Multiples (13) Value

Projected EBIT $458,037 259 $11,863,162
Projected EBITDA 599,758 18.4 11,035,539
Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 11,308,654
24th Year Present Value Factor (12) 0.1969
Present Value of Terminal Value 2,226,674
Present Value Debt Free Net

Cash Flow for 24 Years 3,442,098
Indicated Value $5,668,772

DCF With Capitalization of Terminal Value Model @ 6.96%
Terminal
Value

Projected Debt Free Net Cash Flow (10) $311,009
Divided by Capitalization Factor (9) 6.96%
24th Year Terminal Value 4,468,521
24th Year Present Value Factor (12) 0.1969
Present Value of Terminal Value 879,852
Present Value Debt Free Net

Cash Flow for 24 Years 3,442,098
Indicated Value $4,321,950
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Notes: (1) Assumptions:

@

3)
)
®)
(O)

M

®)

)

(10)
(11
(12)
(13)

Terms:

Charges for services - Pre-2021 are actual or budget. Post-2020 based on
customer growth (EDU) and average revenue per customer. Rate increases
(Other rate increase line item) are added year after they occur.

Other (Rate Increase) - Assumed purchase by IOU at end of 2020 with
shown rate increases.

OPERATING EXPENSES - increase at 2.0% annually after 2020 unless
noted elsewhere. Assumed economies of scale are shown on lines below.
Wages & Benefits - Post-2020 assumed 15% savings due to economies of
scale. Increase at 2.0% afterwards.

Professional Services - Post-2020 assumed 50% savings due to economies of
scale. Increase at 2.0% afterwards.

No Additional O&M.
PURTA & Reg Assessment - 2021 assumed due to IOU purchase at the end of 2020.

Depreciation - Pre-2021 based on actual depreciation rate plus same rate on half
of CAPX. Post-2020 based on depreciation rate plus same rate on half of CAPX.

Line 6.

Line 19 + line 17.

Line 19.

Capital Expenditures - Pre-2021 based on financials/budget. Post-2020 years are
estimates at 1.51% of prior year-end GROSS Property, plant and equipment.
Changes in Working Capital - based on water industry 1.10% of revenues.

Discount rate is the current lower end of the IOU discount rate. Capitalization
rate ( K ) at 3/31/2020 adjusted for stated growth ( g ) where capitalization rate
=K-g.

Discount rate is the current upper end of the IOU discount rate. Capitalization
rate ( K ) at 3/31/2020 adjusted for stated growth ( g ) where capitalization rate
=K-g.

Final year shown, line 29.

Final year shown, line 31.

Final year shown, line 33.

Developed on Market Multiples EXHIBIT 17.

CAPX - Capital Expenditures

CIP - Capital improvement plan

Dep - Depreciation expense

GROSS PPE - GROSS Property, plant and equipment
10U - Investor owned utility

MUNI - Large regional municipally owned utility
NET PPE - NET Property, plant and equipment
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Income Approach Pagc 1 of7
Valley Township Water System Assets

Pro Forma and Estimted Operations With MUNI Ownership

10.
11.
12.
13.
14,
15.
16.
17.

18.
19.
20.
21.

22,
23.

24.
25.
26.
27.

28.
29.

30.

31.

32.

33.

MWy e b

DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Budget Estimated Estimated
| Actual Year 0 Year | Year 2
017 2018 201 2020 2021 2022
OPE ING REVENUES (1
Charges for services 683,151 725,146 679,252 664,680 674,148 681,960
Other operating revenue 6,294 163 19,298 20,140 20,140 20,140
Tap Fees 0 0 0 0 0 0
Other (Rate Increase) 0 0 0 0 0 463,733
Total Operating Revenues 689,445 725,309 698,550 684,820 694,288 1,165,833
Rate Increase 68%
OPERATING EXPENSES (1)
Operating & Maintenance Expenses 637,853 683,721 619,845 599,597 611,589 623,821
Remove Economies of Scale
LESS: EOS - Wages & Benefits 0 0 0 0 (11,961) (12,200)
LESS: EOS - Professional Services 0 0 0 0 (17,927) (18,285)
LESS: EOS - Eliminated Expenses 0 0 0 0 0 0
ADD: Additional O&M 0 0 0 0 0 0
Operating Expenses Before Depreciation 637,853 683,721 619,845 599,597 581,701 593,335
Depreciation (2) 0 0 0 165,323 166,074 167,699
Total Operating Expenses 637,853 683,721 619,845 764,920 747,776 761,034
Operating Income 51,592 41,588 78,704 (80,100) (53,488) 404,799
Revenues (3) 689,445 725,309 698,550 684,820 694,288 1,165,833
EBITDA (4) 51,592 41,588 78,704 85,223 112,587 572,498
EBIT (5) 51,592 41,588 78,704 (80,100) (53,488) 404,799
EBIT 51,592 41,588 78,704 (80,100) (53.488) 404,799
(-) Income Taxes 0 0 0 0 0 0
Debt Free Net Income 51,592 41,588 78,704 (80,100) (53.488) 404,799
(+) Depreciation & Amortization 0 0 0 165,323 166,074 167,699
(-) Capital Expenditures (6) 0 0 0 30,000 99,500 165,157
(-) Changes in Working Capital (7) 7,584 7,978 7,684 7,533 7,637 12,824
Debt Free Net Cash Flow $44,008 $33,610 $71,020 $47,690 $5,449 $394,516
PV Time Period (mid-year) 0.5) 0.5 1.5
Present Value Factor: 3.70% (8) 0.9820 0.9470
Present Value Debt Free Net Cash Flow $5,351 $373,607
Present Value Factor: 3.50% (9) 0.9829 0.9497
Present Value Debt Free Net Cash Flow $5,356 $374,672

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services

Other operating revenue
Tap Fees

. Other (Rate Increase)
. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

©

10.
11.
12.
13.
14.
15.
16.
7

18.

19.
20.
21.

22.
23.

24,
25.
26.
27.

28.
29.

30.

31.

32.

33.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow
PV Time Period (mid-year)

Present Value Factor: 3.70% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 3.50% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 15

income Approach
Incor.ne Approach Page 20f7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
2023 2024 2025 2026 2027 2028
1,171,943 1,191,470 1,204,520 1,217,891 1,231,409 1,245,078
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,192,083 1,211,610 1,224,660 1,238,031 1,251,549 1,265,218
636,297 649,023 662,004 675,244 688,748 702,523
(12,444) (12,693) (12,947) (13,206) (13,470) (13,740)
(18,651) (19,024) (19,404) (19,792) (20,188) (20,592)
0 0 0 0 0 0
0 0 0 0 0 0
605,202 617,306 629,652 642,245 655,090 668,192
169,830 171,988 174,173 176,386 178,627 180,897
775,032 789,294 803,825 818,632 833,717 849,089
417,051 422,316 420,835 419,399 417,832 416,129
1,192,083 1,211,610 1,224,660 1,238,031 1,251,549 1,265,218
586,881 594,304 595,008 595,786 596,459 597,026
417,051 422,316 420,835 419,399 417,832 416,129
417,051 422,316 420,835 419,399 417,832 416,129
0 0 0 0 0 0
417,051 422,316 420,835 419,399 417,832 416,129
169,830 171,988 174,173 176,386 178,627 180,897
167,256 169,381 171,534 173,713 175,921 178,156
13,113 13,328 13,471 13,618 13,767 13,917
$406,512 $411,595 $410,002 $408,454 $406,771 $404,953
2.5 35 45 55 6.5 7.5
0.9132 0.8806 0.8492 0.8189 0.7897 0.7615
$371,227 $362,451 $348,174 $334,483 $321,227 $308,371
0.9176 0.8866 0.8566 0.8276 0.7996 0.7726
$373,015 $364,920 $351,208 $338,037 $325,254 $312,866

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

©

10.
11
12.
13.
14,
15.
16.
17.

18.
19.
20.
21.

22.
23.

24,
25.
26.
27.

28.
29.

30.

31.

32.

33.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow
PV Time Period (mid-year)

Present Value Factor: 3.70% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 3.50% (9)

Present Value Debt Free Net Cash Flow
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Income Approach Page 30of7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 9 Year 10 Year 11 Year 12 Year 13 Year 14
2029 2030 2031 2032 2033 2034
1,258,898 1,272,872 1,287,001 1,301,287 1,315,731 1,330,335
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,279,038 1,293,012 1,307,141 1,321,427 1,335,871 1,350,475
716,574 730,905 745,524 760,434 775,643 791,156
(14,014) (14,295) (14,580) (14,872) (15,170) (15,473)
(21,004) (21,424) (21,852) (22,289) (22,735) (23,190)
0 0 0 0 0 0
0 0 0 0 0 0
681,556 695,187 709,091 723,273 737,738 752,493
183,195 185,523 187,881 190,268 192,686 195,134
864,751 880,710 896,971 913,541 930,424 947,627
414,287 412,302 410,170 407,886 405,447 402,848
1,279,038 1,293,012 1,307,141 1,321,427 1,335,871 1,350,475
597,482 597,825 598,050 598,154 598,133 597,982
414,287 412,302 410,170 407,886 405,447 402,848
414,287 412,302 410,170 407,886 405,447 402,848
0 0 0 0 0 0
414,287 412,302 410,170 407,886 405,447 402,848
183,195 185,523 187,881 190,268 192,686 195,134
180,420 182,712 185,034 187,385 189,766 192,177
14,069 14,223 14,379 14,536 14,695 14,855
$402,993 $400,890 $398,638 $396,234 $393,672 $390,950
8.5 9.5 105 11.5 12.5 135
0.7343 0.7081 0.6828 0.6585 0.6350 0.6123
$295,918 $283,870 $272,190 $260,920 $249,982 $239,379
0.7465 0.7212 0.6968 0.6733 0.6505 0.6285
$300,834 $289,122 $277,771 $266,784 $256,084 $245,712

See last page of this EXHIBIT for notes and assumptions.



Appendix A-5.2 (Gannett FlemingEXHIBIT 15

Income Approach
Income Approach Page 4 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 15 Year 16 Year 17 Year 18 Year 19 Year 20
2035 2036 2037 2038 2039 2040

1. OPERATING REVENUES (1)

2. Charges for services 1,345,102 1,360,033 1,375,129 1,390,393 1,405,826 1,421,431

3. Other operating revenue 20,140 20,140 20,140 20,140 20,140 20,140

4. Tap Fees 0 0 0 0 0 0

5. Other (Rate Increase) 0 0 0 0 0 7,107

6. Total Operating Revenues 1,365,242 1,380,173 1,395,269 1,410,533 1,425,966 1,448,678

7. Rate Increase 0%

8. OPERATING EXPENSES (1)

9. Operating & Maintenance Expenses 806,979 823,118 839,581 856,372 873,500 890,970
10. Remove Economies of Scale
11. LESS: EOS - Wages & Benefits (15,782) (16,098) (16,420) (16,748) (17,083) (17,425)
12.  LESS: EOS - Professional Services (23,654) (24,127) (24,609) (25,101) (25,603) (26,116)
13.  LESS: EOS - Eliminated Expenses 0 0 0 0 0 0
14. ADD: Additional O&M 0 0 0 0 0 0
15. Operating Expenses Before Depreciation 767,543 782,893 798,551 814,522 830,813 847,429
16. Depreciation (2) 197,613 200,125 202,668 205,243 207,850 210,492
17. Total Operating Expenses 965,156 983,018 1,001,219 1,019,765 1,038,663 1,057,921
18. Operating Income 400,086 397,155 394,050 390,768 387,303 390,757
19. Revenues (3) 1,365,242 1,380,173 1,395,269 1,410,533 1,425,966 1,448,678
20. EBITDA (4) 597,699 597,280 596,718 596,011 595,153 601,249
21. EBIT (5) 400,086 397,155 394,050 390,768 387,303 390,757
22. EBIT 400,086 397,155 394,050 390,768 387,303 390,757
23. (-) Income Taxes 0 0 0 0 0 0
24, Debt Free Net Income 400,086 397,155 394,050 390,768 387,303 390,757
25. (+) Depreciation & Amortization 197,613 200,125 202,668 205,243 207,850 210,492
26. (-) Capital Expenditures (6) 194,619 197,092 199,597 202,133 204,701 207,302
27. (-) Changes in Working Capital (7) 15,018 15,182 15,348 15,516 15,686 15,935
28. Debt Free Net Cash Flow $388,063 $385,006 $381,773 $378,362 $374,767 $378,012
29. PV Time Period (mid-year) 14.5 15.5 16.5 17.5 185 19.5
30. Present Value Factor: 3.70% (8) 0.5905 0.5694 0.5491 0.5295 0.5106 0.4924
31. Present Value Debt Free Net Cash Flow $229,151 $219,222 $209,631 $200,343 $191,356 $186,133
32. Present Value Factor: 3.50% (9) 0.6072 0.5867 0.5669 0.5477 0.5292 0.5113
33. Present Value Debt Free Net Cash Flow $235,632 $225,883 $216,427 $207,229 $198,326 $193,277

See last page of this EXHIBIT for notes and assumptions.
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Income Approach Page 50f7
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Estimated Estimated Estimated Estimated
Year 21 Year 22 Year 23 Year 24
2041 2042 2043 2044

1. OPERATING REVENUES (1)

2. Charges for services 1,444,395 1,460,428 1,485,498 1,501,987

3. Other operating revenue 20,140 20,140 20,140 20,140

4. Tap Fees 0 0 0 0

5. Other (Rate Increase) 0 8,763 0 10,514

6. Total Operating Revenues 1,464,535 1,489,331 1,505,638 1,532,641

7. Rate Increase 1% 1%

8. OPERATING EXPENSES (1)

9. Operating & Maintenance Expenses 908,789 926,965 945,504 964,414
10. Remove Economies of Scale
11.  LESS: EOS - Wages & Benefits (17,774) (18,129) (18,492) (18,861)
12.  LESS: EOS - Professional Services (26,638) (27,171) (27,714) (28,268)
13.  LESS: EOS - Eliminated Expenses 0 0 0 0
14. ADD: Additional O&M 0 0 0 0
15. Operating Expenses Before Depreciation 864,378 881,665 899,298 917,284
16. Depreciation (2) 213,166 215,875 218,619 221,396
17. Total Operating Expenses 1,077,544 1,097,540 1,117,917 1,138,680
18. Operating Income 386,991 391,791 387,721 393,961
19. Revenues (3) 1,464,535 1,489,331 1,505,638 1,532,641
20. EBITDA (4) 600,157 607,666 606,340 615,357
21. EBIT (5) 386,991 391,791 387,721 393,961
22. EBIT 386,991 391,791 387,721 393,961
23. (-) Income Taxes 0 0 0 0
24, Debt Free Net Income 386,991 391,791 387,721 393,961
25. (+) Depreciation & Amortization 213,166 215,875 218,619 221,396
26. (-) Capital Expenditures (6) 209,936 212,604 215,305 218,041
27. (-) Changes in Working Capital (7) 16,110 16,383 16,562 16,859
28.  Debt Free Net Cash Flow $374,111 $378,679 $374,473 $380,457
29. PV Time Period (mid-year) 20.5 215 225 235
30. Present Value Factor: 3.70% (8) 0.4748 0.4579 0.4415 0.4258
31. Present Value Debt Free Net Cash Flow $177,628 $173,397 $165,330 $161,998
32. Present Value Factor: 3.50% (9) 0.4940 0.4773 0.4611 0.4456
33. Present Value Debt Free Net Cash Flow $184,811 $180,744 $172,669 $169,531

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets
Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and

Page 6 of 7

DCF With EBIT & EBITDA Terminal Value Model

DCF With Capitalization of Terminal Value Model @ 3.70% DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 3.70%
Terminal Terminal
Value Multiples (13) Value

Projected Debt Free Net Cash Flow (10) $380,457 Projected EBIT $393,961 259 $10,203,583
Divided by Capitalization Factor (8) 3.70% Projected EBITDA 615,357 18.4 11,322,561
24th Year Terminal Value 10,282,608 Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 10,953,298
24th Year Present Value Factor (11) 0.4258 24th Year Present Value Factor (11) 0.4258
Present Value of Terminal Value 4,378,335 Present Value of Terminal Value 4,663,914
Present Value Debt Free Net Present Value Debt Free Net

Cash Flow for 24 Years 5,941,339 Cash Flow for 24 Years 5,941,339
Indicated Value $10,319,674 Indicated Value $10,605,253

DCF With Capitalization of Terminal Value Model @ 3.50% DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 3.50%
Terminal Terminal
Value Multiples (13) Value

Projected Debt Free Net Cash Flow (10) $380,457 |Projected EBIT $393,961 259 $10,203,583
Divided by Capitalization Factor (9) 3.50% Projected EBITDA 615,357 18.4 11,322,561
24th Year Terminal Value 10,870,186 'Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 10,953,298
24th Year Present Value Factor (12) 0.4258 24th Year Present Value Factor (12) 0.4258
Present Value of Terminal Value 4,628,525 Present Value of Terminal Value 4,663,914
Present Value Debt Free Net Present Value Debt Free Net

Cash Flow for 24 Years 5,941,339 Cash Flow for 24 Years 5,941,339 |
Indicated Value $10,569,864 Indicated Value $10,605,253

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With MUNI Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Notes: (1) Assumptions:

@

3)
@
)
©)

)
®

®
(10)
(1)
(12)
(13)

Terms:

Charges for services - Pre-2021 are actual or budget. Post-2020 based on
customer growth (EDU) and average revenue per customer. Rate increases
(Other rate increase line item) are added year after they occur.

Other (Rate Increase) - Assumed purchase by MUNI at end of 2020 with
shown rate increases.

OPERATING EXPENSES - increase at 2.0% annually after 2020 unless
noted elsewhere. Assumed economies of scale are shown on lines below.
Wages & Benefits - Post-2020 assumed 15% savings due to economies of
scale. Increase at 2.0% afterwards.

Professional Services - Post-2020 assumed 50% savings due to economies of
scale. Increase at 2.0% afterwards.

No Additional O&M.

Depreciation - Pre-2021 based on actual depreciation rate plus same rate on half
of CAPX. Post-2020 based on depreciation rate plus same rate on half of CAPX.

Line 6.
Line 18 + line 16.
Line 18.

Capital Expenditures - Pre-2021 based on financials/budget. Post-2020 years are
estimates at 1.49% of prior year-end GROSS Property, plant and equipment.

Changes in Working Capital - based on water industry 1.10% of revenues.

Discount rate is the the current MUNI discount rate. Capitalization rate (K ) at
3/31/2020 equal to discount rate, where capitalization rate =K - g.

Discount rate is the current MUNI discount rate. Capitalization rate (K ) at
3/31/2020 adjusted for stated growth ( g ) where capitalization rate =K - g.
Final year shown, line 28.

Final year shown, line 30.

Final year shown, line 30.

Developed on Market Multiples EXHIBIT 17.

CAPX - Capital Expenditures

CIP - Capital improvement plan

Dep - Depreciation expense

GROSS PPE - GROSS Property, plant and equipment
10U - Investor owned utility

MUNI - Large regional municipally owned utility
NET PPE - NET Property, plant and equipment
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Appendix A-5.2 (Gannett FlemingEXHIBIT 16

. OPERATING REVENUES (1)

. Charges for services

Other operating revenue

. Tap Fees
. Other (Rate Increase)
. Total Operating Revenues

Rate Increase

OPERATING EXPENSES (1)
Operating & Maintenance Expenses
Remove Economies of Scale

LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment

Operating Expenses Before Depreciation

Depreciation (2)

Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)
Debt Free Net Cash Flow
PV Time Period (mid-year)

Present Value Factor: 5.95% (8)

Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Income Approach Page 1 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Budget Estimated Estimated

B Actual Year 0 Year 1 Year 2

2017 2018 2019 2020 2021 2022
683,151 725,146 679,252 664,680 674,148 681,960
6,294 163 19,298 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 750,156
689,445 725,309 698,550 684,820 694,288 1,452,256

110%
637,853 683,721 619,845 599,597 611,589 623,821
0 0 0 0 (11,961) (12,200)
0 0 0 0 (17,927) (18,285)
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 14,586 14,544
637,853 683,721 619,845 599,597 596,287 607,879
0 0 0 165,323 166,074 167,699
637,853 683,721 619,845 764,920 762,362 775,578
51,592 41,588 78,704 (80,100) (68,074) 676,678
689,445 725,309 698,550 684,820 694,288 1,452,256
51,592 41,588 78,704 85,223 98,001 844,377
51,592 41,588 78,704 (80,100) (68,074) 676,678
51,592 41,588 78,704 (80,100) (68,074) 676,678
0 0 0 (23,141) (19.666) 195,492
51,592 41,588 78,704 (56,959) (48.,408) 481,186
0 0 0 165,323 166,074 167,699
0 0 0 30,000 99,500 165,157
7,584 7,978 7,684 7,533 7,637 15,975
$44,008 $33,610 $71,020 $70,831 $10,529 $467,753

(0.5) 05 1.5

0.9715 0.9170
$10,229 $428,929
0.9660 0.9015
$10,171 $421,679
0.9724 0.9196
$10,239 $430,145
0.9669 0.9040
$10,181 $422,849

Present Value Debt Free Net Cash Flow

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

. OPERATING EXPENSES (1)

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FleminglXHIBIT 16

income Approach
Incmfne Approach Page 20of7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
2023 2024 2025 2026 2027 2028
1,464,929 1,489,337 1,505,650 1,522,363 1,539,261 1,556,347
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,485,069 1,509,477 1,525,790 1,542,503 1,559,401 1,576,487
636,297 649,023 662,004 675,244 688,748 702,523
(12,444) (12,693) (12,947) (13,206) (13,470) (13,740)
(18,651) (19,024) (19,404) (19,792) (20,188) (20,592)
0 0 0 0 0 0
0 0 0 0 0 0
18,853 19,037 19,172 19,261 19,352 19,445
624,055 636,343 648,824 661,506 674,442 687,637
169,830 171,988 174,173 176,386 178,627 180,897
793,885 808,331 822,997 837,893 853,069 868,534
691,184 701,146 702,793 704,610 706,332 707,953
1,485,069 1,509,477 1,525,790 1,542,503 1,559,401 1,576,487
861,014 873,134 876,966 880,997 884,959 888,850
691,184 701,146 702,793 704,610 706,332 707,953
691,184 701,146 702,793 704,610 706,332 707,953
199,683 202,561 203,037 203,562 204,059 204,528
491,501 498,585 499,756 501,048 502,273 503,425
169,830 171,988 174,173 176,386 178,627 180,897
167,256 169,381 171,534 173,713 175,921 178,156
16,336 16,604 16,784 16,968 17,153 17,341
$477,739 $484,588 $485,611 $486,754 $487,825 $488,825
25 35 45 55 6.5 75
0.8655 0.8169 0.7710 0.7277 0.6868 0.6483
$413,483 $395,860 $374,406 $354,211 $335,038 $316,905
0.8412 0.7850 0.7326 0.6836 0.6380 0.5953
$401,874 $380,401 $355,759 $332,745 $311,233 $290,997
0.8696 0.8223 0.7776 0.7353 0.6953 0.6575
$415,442 $398,476 $377,611 $357,910 $339,185 $321,402
0.8452 0.7902 0.7388 0.6907 0.6457 0.6037
$403,785 $382,921 $358,769 $336,201 $314,989 $295,103

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)

. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

©

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21.
22.

23.
24,

25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 7.16% (9)

Present Value Debt Free Net Cash Flow

Present Value Factor: 5.75% (8)

Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 16
Page 3 of 7

Income Approach
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 9 Year 10 Year 11 Year 12 Year 13 Year 14
2029 2030 2031 2032 2033 2034
1,573,623 1,591,090 1,608,751 1,626,608 1,644,663 1,662,919
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 0 0 0
0 0 0 0 0 0
1,593,763 1,611,230 1,628,891 1,646,748 1,664,803 1,683,059
716,574 730,905 745,524 760,434 775,643 791,156
(14,014) (14,295) (14,580) (14,872) (15,170) (15,473)
(21,004) (21,424) (21,852) (22,289) (22,735) (23,190)
0 0 0 0 0 0
0 0 0 0 0 0
19,538 19,633 19,728 19,824 19,921 20,020
701,094 714,820 728,819 743,097 757,659 772,513
183,195 185,523 187,881 190,268 192,686 195,134
884,289 900,343 916,699 933,365 950,345 967,647
709,474 710,887 712,192 713,383 714,458 715,412
1,593,763 1,611,230 1,628,891 1,646,748 1,664,803 1,683,059
892,669 896,410 900,072 903,651 907,144 910,546
709,474 710,887 712,192 713,383 714,458 715,412
709,474 710,887 712,192 713,383 714,458 715,412
204,967 205,375 205,752 206,096 206,407 206,683
504,507 505,512 506,440 507,287 508,051 508,729
183,195 185,523 187,881 190,268 192,686 195,134
180,420 182,712 185,034 187,385 189,766 192,177
17,531 17,724 17,918 18,114 18,313 18,514
$489,751 $490,599 $491,368 $492,056 $492,658 $493,173
8.5 9.5 10.5 11.5 125 13.5
0.6118 0.5775 0.5451 0.5144 0.4856 0.4583
$299,630 $283,321 $267,845 $253,114 $239,235 $226,021
0.5555 0.5184 0.4838 0.4515 0.4213 0.3932
$272,057 $254,327 $237,724 $222,163 $207,557 $193,915
0.6218 0.5879 0.5560 0.5257 0.4972 0.4701
$304,527 $288,423 $273,201 $258,674 $244,950 $231,840
0.5644 0.5277 0.4934 0.4613 0.4313 0.4032
$276,415 $258,889 $242,441 $226,986 $212,483 $198,847

See last page of this EXHIBIT for notes and assumptions.
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. OPERATING REVENUES (1)
. Charges for services

. Other operating revenue

. Tap Fees

. Other (Rate Increase)

. Total Operating Revenues

Rate Increase

8. OPERATING EXPENSES (1)

o

10.
11.
12.
13.
14.
15.
16.
17.
18.

19.

20.
21,
22.

23,
24,

25.
26.
27.
28.
29.
30.
31.
32.
33.
34,
35.
36.

37.

38.

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingXHIBIT 16

income Approach
Income Approach Page 4 of 7
Valley Township Water System Assets
Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model
Estimated Estimated Estimated Estimated Estimated Estimated
Year 15 Year 16 Year 17 Year 18 Year 19 Year 20
2035 2036 2037 2038 2039 2040
1,681,378 1,700,041 1,718,911 1,737,991 1,757,283 1,776,789
20,140 20,140 20,140 20,140 20,140 20,140
0 0 0 (1] 0 0
0 0 0 0 0 3,554
1,701,518 1,720,181 1,739,051 1,758,131 1,777,423 1,800,483
0%
806,979 823,118 839,581 856,372 873,500 890,970
(15,782) (16,098) (16,420) (16,748) (17,083) (17,425)
(23,654) (24,127) (24,609) (25,101) (25,603) (26,116)
0 0 0 0 0 0
0 0 0 0 0 0
20,120 20,221 20,322 20,425 20,530 20,635
787,663 803,114 818,873 834,947 851,343 868,064
197,613 200,125 202,668 205,243 207,850 210,492
985,276 1,003,239 1,021,541 1,040,190 1,059,193 1,078,556
716,242 716,942 717,510 717,941 718,230 721,927
1,701,518 1,720,181 1,739,051 1,758,131 1,777,423 1,800,483
913,855 917,067 920,178 923,184 926,080 932,419
716,242 716,942 717,510 717,941 718,230 721,927
716,242 716,942 717,510 717,941 718,230 721,927
206,922 207,125 207,289 207,413 207,497 208,565
509,320 509,817 510,221 510,528 510,733 513,362
197,613 200,125 202,668 205,243 207,850 210,492
194,619 197,092 199,597 202,133 204,701 207,302
18,717 18,922 19,130 19,339 19,552 19,805
$493,598 $493,928 $494,162 $494,298 $494,331 $496,747
14.5 15.5 16.5 175 18.5 19.5
0.4325 0.4083 0.3853 0.3637 0.3433 0.3240
$213,481 $201,671 $190,401 $179,776 $169,704 $160,946
0.3669 0.3424 0.3195 0.2981 0.2782 0.2596
$181,101 $169,121 $157,885 $147,350 $137,523 $128,955
0.4446 0.4204 0.3975 0.3759 0.3555 0.3361
$219,454 $207,647 $196,429 $185,807 $175,735 $166,957
0.3770 0.3524 0.3295 0.3081 0.2880 0.2693
$186,086 $174,060 $162,826 $152,293 $142,367 $133,774

See last page of this EXHIBIT for notes and assumptions.
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OPERATING REVENUES (1)

. Charges for services

Other operating revenue
Tap Fees

. Other (Rate Increase)

Total Operating Revenues

Rate Increase

. OPERATING EXPENSES (1)

Operating & Maintenance Expenses
Remove Economies of Scale
LESS: EOS - Wages & Benefits
LESS: EOS - Professional Services
LESS: EOS - Eliminated Expenses
ADD: Additional O&M
ADD: PURTA & Reg Assessment
Operating Expenses Before Depreciation
Depreciation (2)
Total Operating Expenses

Operating Income

Revenues (3)
EBITDA (4)
EBIT (5)

EBIT
(-) Income Taxes

Debt Free Net Income
(+) Depreciation & Amortization
(-) Capital Expenditures (6)
(-) Changes in Working Capital (7)

Debt Free Net Cash Flow

PV Time Period (mid-year)

Present Value Factor: 5.95% (8)
Present Value Debt Free Net Cash Flow
Present Value Factor: 7.16% (9)
Present Value Debt Free Net Cash Flow
Present Value Factor: 5.75% (8)
Present Value Debt Free Net Cash Flow

Present Value Factor: 6.96% (9)

Present Value Debt Free Net Cash Flow

Appendix A-5.2 (Gannett FlemingEXHIBIT 16

Income Approach

Valley Township Water System Assets

Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Estimated Estimated Estimated Estimated
Year 21 Year 22 Year 23 Year 24
2041 2042 2043 2044
1,800,104 1,820,085 1,845,809 1,866,298
20,140 20,140 20,140 20,140
0 0 0 0
0 5,460 0 7,465
1,820,244 1,845,685 1,865,949 1,893,903
0% 0%
908,789 926,965 945,504 964,414
(17,774) (18,129) (18,492) (18,861)
(26,638) (27,171) (27,714) (28,268)
0 0 0 0
0 0 0 0
20,761 20,869 21,009 21,119
885,139 902,534 920,307 938,403
213,166 215,875 218,619 221,396
1,098,305 1,118,409 1,138,926 1,159,799
721,939 727,276 727,023 734,104
1,820,244 1,845,685 1,865,949 1,893,903
935,105 943,151 945,642 955,500
721,939 727,276 727,023 734,104
721,939 727,276 727,023 734,104
208,568 210,110 210,037 212,083
513,371 517,166 516,986 522,021
213,166 215,875 218,619 221,396
209,936 212,604 215,305 218,041
20,023 20,303 20,525 20,833
$496,579 $500,134 $499,774 $504,543
205 21.5 225 235
0.3058 0.2886 0.2724 0.2571
$151,854 $144,339 $136,138 $129,718
0.2423 0.2261 0.2110 0.1969
$120,321 $113,080 $105,452 $99,344
0.3179 0.3006 0.2842 0.2688
$157,862 $150,340 $142,036 $135,621
0.2517 0.2354 0.2200 0.2057
$124,989 $117,732 $109,950 $103,784

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

DCF With Capitalization of Terminal Value Model @ 5.95%

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 5.95%

Terminal Terminal
Value Multiples (13) Value

Projected Debt Free Net Cash Flow (10) $504,543 Projected EBIT $734,104 25.9 $19,013,286
Divided by Capitalization Factor (8) 5.95% Projected EBITDA 955,500 18.4 17,581,192
24th Year Terminal Value 8,479,708 ‘Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 18,053,783
24th Year Present Value Factor (11) 0.2571 24th Year Present Value Factor (11) 0.2571
Present Value of Terminal Value 2,180,133 Present Value of Terminal Value 4,641,628
Present Value Debt Free Net Present Value Debt Free Net

Cash Flow for 24 Years 5,876,254 Cash Flow for 24 Years 5,876,254
Indicated Value $8,056,387 Indicated Value $10,517,882

DCF With EBIT & EBITDA Terminal Value Model - Discount Rate of 7.16%

DCF With Capitalization of Terminal Value Model @ 7.16%
Terminal Terminal
Value Multiples (13) Value

Projected Debt Free Net Cash Flow (10) $504,543 Projected EBIT $734,104 25.9 $19,013,286
Divided by Capitalization Factor (9) 7.16% Projected EBITDA 955,500 18.4 17,581,192
24th Year Terminal Value 7,046,685 ‘Weighted (1/3 EBIT 2/3 EBITDA) Terminal Value 18,053,783
24th Year Present Value Factor (12) 0.1969 24th Year Present Value Factor (12) 0.1969
Present Value of Terminal Value 1,387,492 Present Value of Terminal Value 3,554,790
Present Value Debt Free Net Present Value Debt Free Net

Cash Flow for 24 Years 5,252,736 Cash Flow for 24 Years 5,252,736
Indicated Value $6,640,228 Indicated Value $8,807,526

DCF With Capitalization of Terminal Value Model @ 5.75% DCF With Capitalization of Terminal Value Model @ 6.96%
Terminal Terminal
Value Value

Projected Debt Free Net Cash Flow (10) $504,543 Projected Debt Free Net Cash Flow (10) $504,543
Divided by Capitalization Factor (8) 5.75% Divided by Capitalization Factor (9) 6.96%
24th Year Terminal Value 8,774,654 24th Year Terminal Value 7,249,176
24th Year Present Value Factor (11) 0.2571 24th Year Present Value Factor (12) 0.1969
Present Value of Terminal Value 2,255,964 Present Value of Terminal Value 1,427,363
Present Value Debt Free Net Present Value Debt Free Net

Cash Flow for 24 Years 5,876,254 Cash Flow for 24 Years 5,252,736
Indicated Value $8,132.218 Indicated Value $6,680,099

See last page of this EXHIBIT for notes and assumptions.
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Income Approach
Valley Township Water System Assets

Pro Forma and Estimted Operations With IOU Ownership
DCF With Capitalization of Terminal Value Model and
DCF With EBIT & EBITDA Terminal Value Model

Notes: (1) Assumptions:

2

©)
“@
®)
6

U

®

®

(10)

(11)
(12)

(13)

Terms:

Charges for services - Pre-2021 are actual or budget. Post-2020 based on
customer growth (EDU) and average revenue per customer. Rate increases
(Other rate increase line item) are added year after they occur.

Other (Rate Increase) - Assumed purchase by IOU at end of 2020 with
shown rate increases.

OPERATING EXPENSES - increase at 2.0% annually after 2020 unless
noted elsewhere. Assumed economies of scale are shown on lines below.
Wages & Benefits - Post-2020 assumed 15% savings due to economies of
scale. Increase at 2.0% afterwards.

Professional Services - Post-2020 assumed 50% savings due to economies of
scale. Increase at 2.0% afterwards.

No Additional O&M.
PURTA & Reg Assessment - 2021 assumed due to IOU purchase at the end of 2020.

Depreciation - Pre-2021 based on actual depreciation rate plus same rate on half
of CAPX. Post-2020 based on depreciation rate plus same rate on half of CAPX.

Line 6.

Line 19 + line 17.

Line 19.

Capital Expenditures - Pre-2021 based on financials/budget. Post-2020 years are
estimates at 1.49% of prior year-end GROSS Property, plant and equipment.
Changes in Working Capital - based on water industry 1.10% of revenues.

Discount rate is the current lower end of the IOU discount rate. Capitalization
rate ( K ) at 3/31/2020 adjusted for stated growth ( g ) where capitalization rate
=K-g.

Discount rate is the current upper end of the IOU discount rate. Capitalization
rate ( K ) at 3/31/2020 adjusted for stated growth ( g ) where capitalization rate
=K-g.

Final year shown, line 29.

Final year shown, line 31.

Final year shown, line 33.

Developed on Market Multiples EXHIBIT 17.

CAPX - Capital Expenditures

CIP - Capital improvement plan

Dep - Depreciation expense

GROSS PPE - GROSS Property, plant and equipment
IOU - Investor owned utility

MUNI - Large regional municipally owned utility
NET PPE - NET Property, plant and equipment
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Page 1 of 3
Market Multiples Method
Valley Township Water System Assets
2018 Operations
Market Multiple Method
A B C D E
(Col B x Col C) (Col A x Col D)
Comparison Valley's
Group's Valley's Risk Adjusted Valley's
Subject Valuation Growth & Valuation Market
Company Multiples Risk Multiples Multiples
Statistic (1) 3/31/2020 Adjustment 3/31/2020 Valuation
Risk Adjusted Multiple ]
1. Valley Township Water System Assets
2. Investor Provided Capital $0 1.95 85.00% 1.66 NA
3. Gross PP&E $6,843,616 1.33 96.00% 1.28 8,759,828
4. Net PP&E $4,983,659 1.73 96.00% 1.66 8,272,874
5. Revenues $698,550 8.02 85.00% 6.82 4,764,111
6. EBITDA $78,704 21.60 85.00% 18.36 1,445,005
7. EBIT $78,704 30.43 85.00% 25.87 2,036,072
8. Customers 1,669 $9,216 95.00% $8,755 14,612,095
9. Population 7,493 $2,677 95.00% $2,543 19,054,699
10.
11. Average $8,420,669
Conclusion of Market Multiple Method Valuation I
Low High Conclusion
12, Capital Items $8,272,874 $8,759,828 $8,516,351
13. (Items 3-4)
14. Income Statement Items 1,445,005 4,764,111 -
15. (Items 5 -7)
16. Demographics Items 14,612,095 19,054,699 16,833,397
17. (Item 8)
Conclusion

$12,674,874
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Market Multiples Method
Valley Township Water System Assets

Development of Market Multiples Method for the Market Multiples Method

Latest Quarter End Latest 12 Month 2019 3/31/2020
Invest.
Gross Net Total 12 Mos. 12 Mos. 12 Mos. Enterprise
PP&E PP&E Capital Rev. EBITDA EBIT C Populati Value
($ Mill) (S Mill) ($ Mill) (S Mill) ($ Mill) ($ Mill) ($ Mill)
American States Water Co $1,980.305 $1,437.042 $1,101.458 $473.869 $164.085 $128.372 285,128 1,000,000 $3,511.490
American Water Works Company Inc ~ $24,044.000 $18,335.000 $15,678.000 $3,610.000 $1,802.000 $1,220.000 3,434,000 15,000,000 $31,126.337
Artesian Resources Corp $672.391 $535.013 $314.114 $83.595 $35.909 $25.106 92,640 300,000 $498.652
California Water Service Group $3,540.033 $2,409.873 $1,778.008 $714.557 $201.212 $109.924 520,600 2,000,000 $3,397.807
Essential Utilities, Inc. $8,214.803 $6,358.657 $6,978.773 $889.692 $513.717 $357.241 1,026,704 3,000,000 $11,201.474
Middlesex Water Co $893.664 §722.044 $589.563 $134.598 $50.150 $34.318 120,000 400,000 $1,311.783
SJW Corp. $3,192.780 $2,230.343 $2,313.062 $420.482 $138.578 $70.089 386,607 1,604,442 $3,056.183
York Water Company (The) $399.269 $313.993 $237.467 $51.578 $30.023 $22.335 71,411 201,000 $668.987
Average $5,367.156 $4,042.746 $3,623.806 $797.296 $366.959 $245.923 742,136 2,938,180 $6,846.589
Max $24,044.000 $18,335.000 $15,678.000 $3,610.000 $1,802.000 $1,220.000 3,434,000 15,000,000 $31,126.337
Min $399.269 $313.993 $237.467 $51.578 $30.023 $22.335 71,411 201,000 $498.652
Median $2,586.543 $1,833.693 $1,439.733 $447.176 $151.332 $90.007 335,868 1,302,221 $3,226.995
Enterprise Value as a Multiple of
Invest. Gross Net | I I Population
Capital PP&E PP&E Rev. EBITDA EBIT Customers Population Per Customer
(x) (x) (x) (x) (x) (x) ) ®
American States Water Co 3.19 1.77 2.44 741 21.40 2735 $12,315 $3,511 3.51
American Water Works Company Inc 1.99 1.29 1.70 8.62 17.27 25.51 $9,064 $2,075 4.37
Artesian Resources Corp 1.59 0.74 0.93 597 13.89 19.86 $5,383 $1,662 3.24
California Water Service Group 1.91 0.96 141 4.76 16.89 3091 $6,527 $1,699 3.84
Essential Utilities, Inc. 1.61 1.36 1.76 12.59 21.80 31.36 $10,910 $3,734 292
Middlesex Water Co 2.23 1.47 1.82 9.75 26.16 38.22 $10,932 $3,279 333
SIJW Corp. 1.32 0.96 1.37 7.27 22.05 43.60 $7,905 $1,905 4.15
York Water Company (The) 2.82 1.68 2.13 12.97 22.28 29.95 $9,368 $3,328 2.81
Average 2.08 1.28 1.70 8.67 20.22 30.85 $9,050 $2,649 352
Max 3.19 1.77 244 12.97 26.16 43.60 $12,315 $3,734 437
Min 1.32 0.74 0.93 4.76 13.89 19.86 $5,383 $1,662 2.81

Median 1.95 1.33 1.73 8.02 21.60 30.43 $9,216 82,677 342



Appendix A-5.2 (Gannett Fleming¥HIBIT 17
Page 3 of 3

Market Multiples Method
Valley Township Water System Assets

Quantification of the Effective Risk/Growth Adjustments

Net Gross Invest.
PP&E PP&E Capital

Comparable Group Multiple 1.73 1.33 1.95
fRatio to Net PPE 76.88%

(Not Contributed Multiple (NPPE = ICAP mult.) 195 1.50

Base Risk Factor X 85% 85%

Subject Company Adjusted Multiple 1.66 1.28

Subject Company Adjusted Multiple 1.66 1.28

(Comparable Group Multiple E 1.73 1.33

Effective Risk/Growth Adjustment 96% 96%

Net Gross

PP&E PP&E

Plant Assets 100% 100%
Ratio of Known "Cost Free" Capital 26% 26%
Plant Assets Less Known "Cost Free" Capital 74% 74%
(Comparable Group Multiple 1.73 1.33
Plant Assets Less Known "Cost Free" Capital = 74% 74%
Mulitple Without "Cost Free" Capital 234 1.80
Base Risk Factor X 85% 85%
Subject Company Adjusted Multiple 1.99 1.53
Subject Company Adjusted Multiple 1.99 1.53
Comparable Group Multiple & 1.73 1.33
Effective Risk/Growth Adjustment 115% 115%

Rev. EBITDA EBIT

Comparable Group Multiple 8.02 21.60 30.43
|implied Capitalization Rate (1+Multiple) 12.47% 4.63% 3.29%
(- ) Growth Adjustment - 0.00% 0.00% 0.00%
Adjusted Capitalization Rate (k-G) 12.47% 4.63% 3.29%)
Adjusted Multiple (1+Adj, Cap. Rate)) 8.02 21.60 3043
Base Risk Factor X 85% 85% 85%)
Subject Company Adjusted Multiple 6.82 18.36 25.87
Subject Company Adjusted Multiple 6.82 18.36 25.87
Comparable Group Multiple # 8.02 21.60 30.43

Effective Risk/Growth Adjustment 85% 85% 85%
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Page 1 of 4
Selected Transactions Method
For Valley Township Water System Assets
Summary
Median Mid-Point Value
All Selected Transactions Companies
1. Asset Items $9,135,476
2. Ex-Ante (page 2) $9,141,020 $8,802,923
3. Ex-Post (page 3) $7,859,220 $10,738,742
4. Demographics Items $16,091,003
5. Ex-Ante (page 2) $15,330,165 $16,851,842
6. Ex-Post (page 3) $15,330,165 $16,851,842
7. Indicated Value $12,613,240
Fully Integrated Selected Transactions Companies
8. Asset Items $8,603,554
9. Ex-Ante (page 2) $9,141,020 $8,802,923
10. Ex-Post (page 3) $8,007,108 $8,463,163
11. Demographics Items $22,677,198
12. Ex-Ante (page 2) $23,128,772 $22,225,623
13. Ex-Post (page 3) $23,128,772 $22,225,623
14. Indicated Value $15,640,376
Mostly Collection/Distribution Selected Transactions Companies
15. Asset Items $9,085,096
16. Ex-Ante (page 2) NA NA
17. Ex-Post (page 3) $7,431,451 $10,738,742
18. Demographics Items $9,597,268
19. Ex-Ante (page 2) $8,309,027 $10,885,509
20. Ex-Post (page 3) $8,309,027 $10,885,509

21. Indicated Value $9,341,182
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Page 2 of 4
1 Transactions Method - Ex-An
For Valley Township Water System Assets
on 2016 - 2019 Ac s of A of Water or stem, Without Discount for Customer Contributions
Selected Transactions' Metrics
Announced Investor Provided
Name Service | System |Purchase Price was: Capital Gross PP&E Net PP&E Revenues EBITDA EBIT Customers Population
Municipal Authority of the City of Mckeesport ww INT $156,000,000 $83,903,219 $91,435,797  §73,813,794 $13,047,844 $6,180,616 $3,811,679 12,780 50,570
New Garden Township/Authority’s WW System’s Assets ww INT $29,500,000 $23,001,140 $25,988330  $17,967,319 $2,261,2 $907.386 $499,638 1,796 12,085
Limerick Township Wastewater System’s Assets ww INT $75,100,000 $43,501,755 $60,847,250  $36,113,701 $4,418,775 $2,487,775 $893,600 5416 18,798
Steelton Borough (Water) Authority w INT $22,500,000 NA NA NA NA NA NA 2472 5932
Exeter Township Wastewater System Assets ww INT $96,000,000 NA NA NA $7,735,788 $4,660,967 $4,660,967 8,984 27,609
Kane Borough Authority Wastewater System ww INT $17.560,000 $10,809,115 $20,265.926 $8,897,773 $1,433,978 $684,830 $181,672 2,019 4,645
Sadsbury Township Wastewater Utility ww c/o $9,250,000 NA NA NA NA NA NA 998 3,850
East Bradford Township Wastewater System Assets ww D $5,000,000 $1,298,627 NA NA $1,130,372 $49,804 $49,804 1,248 9,942
Township of Mahoning Water System Assets w CcD $4,734,800 NA NA NA $753,857 $151.916 $91,468 1,186 4,218
Township of Mahoning Sewer System Assets wWwW CcD $4,765,200 NA NA NA $1,193,055 ($173,564) ($244,337) 1,451 4,218
Cheltenham Township System Assets ww CD $50,250,000 NA NA NA §9,290,500 $4,506,168 $4,506,168 10,219 37,841
East Norriton Township Wastewater System Assets wwW C/D $21,000,000 $4,055,138 NA NA $3,320,000 $612,827 $612,827 4,966 14,296
| Subject Company's Metrics x
Valley Township Water System Assets S0 $6.843,616 $4,983.659 $698,550 §78,704 $78,704 1,669 7,493
L Subject Company's Selected T ions Multipl |
Municipal Authority of the City of Mckeesport ww INT $9,906,936 $0 $11,675,997  $10,532,595 $8,351,863 $1,986,505 $3,221,106  $20,372,770 $23,114,653
New Garden Township/Authority's WW System’s Assets ww INT $9,746,782 S0 $7.768,359 $8,182,520 $9,113,023 $2,558,743 $4,646,900  $27,413.976 $18,290,732
Limerick Township Wastewater System’s Assets ww INT $11,593,907 S0 $8,446,652  $10,363.734 $11,872,319 $2,375,886 $6.614,448  $23,142.891 $29,935,328
Steelton Borough (Water) Authority w INT $21,805,997 NA NA NA NA NA NA  $15,191,141 $28,420,853
Exeter Township Wastewater System Assets ww INT $11,159,891 NA NA NA $8,668,904 $1,621,034 $1,621,034  $17.834372 $26,054,113
Kane Borough Authority Wastewater System ww INT §9,598,424 S0 $5,929,850 $9,835,388 $8,554,202 $2,018,081 $7,607,349  $14,515919 $28,326,605
Sadsbury Township Wastewater Utility ww (3] $16,735,925 NA NA NA NA NA NA  §15.469,188 $18,002,662
East Bradford Township Wastewater System Assets wwW C/D $4,891,286 $0 NA NA $3,089,912 $7,901,373 $7,901,373 $6,686,699 §3,768,356
Township of Mahoning Water System Assets w CD $5,197,719 NA NA NA $4,387.430 $2,452,982 $4,074,068 $6.663,053 $8,411,061
Township of Mahoning Sewer System Assets ww c/D $2,608,105 NA NA NA $2,790,090 ($2,160,824) ($1,534,933) $5.481,129 $8,465,065
Cheltenham Township System Assets ww C/D $4,738,146 NA NA NA $3,778,283 $877,658 $877,658 $8,206,992 $9,950,140
East Norriton Township Wastewater System Assets ww CD $4,646,181 $0 NA NA $4,418,539 $2,696,983 $2,696,983 §7,057,793 $11,006,785

Definitions: Where "INT" is "Fully Integrated Assets" and "C/D" is "Mostly Collection/Distribution Assets".
Where "WW" is wastewater and "W" is water.
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Page 3 of 4
it T ions Method - Ex-Post
For Valley Township Water System Assets
2016 - 2019 Acquisitions of Assets of Water or System, Without Discount for Customer Contributions
Ex-Post Selected T ions' Metrics
Ex-Post -
Announced Investor Provided | Ex-POST - OCN| OCNLD - Net
Name Service | System |Purchase Price was: Capital - Gross PP&E PP&E Revenues EBITDA EBIT Customers Population
Municipal Authority of the City of Mckeesport ww INT $156,000,000 $83,903,219  $108,231,570  $80,085,602 $13,047,844 $6,180,616 $3,811,679 12,780 50,570
New Garden Township/Authority’s WW System’s Assets ww INT $29,500,000 §23,001,140 $27,146,852  $18,567,728 $2,261,294 $907,386 $499,638 1,796 12,085
Limerick Township Wastewater System’s Assets ww INT $75,100,000 $43,501,755 $63,480,402  $46,153,867 $4,418,775 $2,487.775 $893,600 5416 18,798
Steelton Borough (Water) Authority w INT $22,500,000 NA  $19,739,906  $14,433,435 NA NA NA 2,472 5,932
Exeter Township Wastewater System Assets ww INT $96,000,000 NA 868404345  $42,678.351 $7,735,788 $4,660.967 $4,660,967 8984 27,609
Kane Borough Authority Wastewater System ww INT $17,560,000 $10,809,115 $21,023,527  $13,503,901 $1,433,978 $684,830 $181,672 2,019 4,645
Sadsbury Township Wastewater Utility ww CDh $9,250,000 NA $7,480,601 $6,128,876 NA NA NA 998 3,850
East Bradford Township Wastewater System Assets ww C/D $5,000,000 $1,298,627 $8,294,931 §5,473,948 $1,130,372 $49,804 $49,804 1,248 9,942
Township of Mahoning Water System Assets w CD $4,734,800 NA $5,294,272 $3,507.138 $753,857 $151916 $91,468 1,186 4218
Township of Mahoning Sewer System Assets wwW C/D $4,765,200 NA $4,931,649 $3,234,859 $1,193,055 (§173,564) (8244,337) 1,451 4,218
Ch Township System Assets ww CD $50,250,000 NA $19,818,216  $15,408,458 $9,290,500 $4,506,168 $4,506,168 10,219 37,841
East Norriton Township Wastewater System Assets wwW C/D $21,000,000 $4,055,138 $16,916,212 $9,251.450 $3,320,000 $612,827 $612,827 4,966 14,296
Subject Company's Metrics
Valley Township Water System Assets S0 $6,843,616 $4,983,659 $698,550 $78,704 $78,704 1,669 7,493
Valley Township Water System Assets
Ex-Post Subject Company's Selected T i iples Val

Municipal Authority of the City of Mckeesport ww INT $9,577,340 S0 $9,864,073 $9,707,748 $8,351,863 $1,986,505 $3,221,106  $20,372,770 $23,114,653
New Garden Township/Authority’'s WW System’s Assets ww INT $9,672,267 $0 §7,436,835 $7,917,928 $9,113,023 $2,558,743 $4,646,900  $27,413,976 $18,290,732
Limerick Township Wastewater System’s Assets ww INT $11,268,300 S0 $8,096,287 $8,109,240 $11,872,319 $2,375,886 $6,614,448  $23,142,891 $29,935,328
Steelton Borough (Water) Authority w INT $14,795,358 NA $7,800,511 $7,768,929 NA NA NA 815,191,141 $28,420,853
Exeter Township Wastewater System Assets ww INT $10,944.869 NA $9,604.465  $11,210,163 $8,668,904 §1.621,034 $1,621,034  $17,834372 $26,054,113
Kane Borough Authority Wastewater System wwW INT $9,152,362 S0 $5,716,163 $6,480,576 $8,554,202 $2,018,081 $7,607,349  $14,515919 §28,326,605
Sadsbury Township Wastewater Utility wwW CD $12,363,945 NA $8,462,348 $7,521,582 NA NA NA  $15.469,188 $18,002,662
East Bradford Township Wastewater System Assets wwW Cc/D $4,753,132 S0 $4,125,179 $4,552,161 $3,089,912 $7.901,373 $7,901,373 $6,686,699 $3,768,356
Township of Mahoning Water System Assets w CD $5,548,169 NA $6,120,417 $6.728,172 $4,387.430 $2,452,982 $4,074,068 $6.663,053 $8,411,061
Township of Mahoning Sewer System Assets ww CD $3,856,355 NA $6.612,636 $7.341,319 $2,790,090 (82,160,824) (51,534,933)  $5.481,129 $8,465,065
Cheltenham Township Wastewater System Assets ww C/D $8,185,103 NA 817352304  $16,252,688 §3,778,283 $877,658 $877,658 $8,206,992 $9,950,140
East Norriton Township Wastewater System Assets ww co $5,960,664 S0 $8,495752  $11,312.480 $4,418,539 $2,696,983 $2,696,983 $7,057,793 $11,006,785

Definitions: Where "INT" is "Fully Integrated Assets" and "C/D" is "Mostly Collection/Distribution Assets".
Where "WW" is wastewater and "W" is water.
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Selected Transactions Method
For Valley Township Water System Assets
Based on Recent STW Group's Bid For Connecticut Water Service Inc., With and Without Discount for Cost Free Capital

Page 4 of 4

ICounecticut Water Service Inc.

Valley Township Water System Assets

Purchase Price was:

$1,106,267

Subject Company Statistics Transaction Multiple

Investor Provided Capital
Gross PP&E

Net PP&E

Revenues

EBITDA

EBIT

Customers

Population

Average

$573,223
$939,050
$697,723
$107,054
$48,920
$32,236
135,645
450,000

1.93
1.18
1.59
10.33
22.61
34.32
$8,156
$2,458

Subject Company Statistics Transaction Multiple

Investor Provided Capital

Gross PP&E (Less "Cost Free" Capital)
Net PP&E (Less "Cost Free" Capital)
Revenues

EBITDA

EBIT

Customers

Population

Average

$573,223
$646,723
$480,521
$107,054
$48,920
$32,236
135,645
450,000

1.93
1.71
2.30
10.33
22.61
3432
$8,156
$2,458

Valley Township Selected
Water System Transactions
Assets's Multiples
50 NA
$6,843,616 $8,062,262
$4,983,659 $7,901,786
$698,550 $7,218,627
$78,704 $1,779,796
$78,704 $2,700,944
1,669 $13,611,705
7,493 $18,420,576
$8,527,956
$0 NA
$6,843,616 $11,706,513
$4,983,659 $11,473,500
$698,550 $7,218,627
$78,704 $1,779,796
$78,704 $2,700,944
1,669 $13,611,705
7,493 $18,420,576
9558809

$7,982,024
$11,999,082

$16,016,140

$11,590,007
$13,803,073

$16,016,140



Valuation
Approach

Cost Approach

Income Approach

Market Approach

Valley Township Water System Assets
Summary of Approach Results and
Fair Market Value Conclusion at Appraisal Date
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Indicated
Value

$10,238,573

9,528,715

11,826,043

Conclusion

Conclusion
$10,532,000

Consideration

33.3%

33.3%

33.4%
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Daily Bond Yields and Key

Updated by 11 am ET with data Data as of 31-Mar-20
Moody's Daily Long-
term Corporate Bond
Yield Averages
Utilities  Industrial Corporate
Aaa NA 2.73 2.73
Aa 3.35 2.82 3.09
A 3.69 3.37 3.53
Baa 4.39 4.86 4.63
Avg 3.81 3.45 3.63
Moody's Daily
Treasury Yield
Auvaraacac
Short-Term (3-5 yrs) 0.34
Medium-Term (5-10 0.53
yrs)
Long-Term (10+ yrs) 1.2
Moody's Daily Public
Utility Common Stock
Yield Averages
Price 424 .41
Yield 4.57
New Dividend 19.4
Moody's Commodity
and Scrap Price
Indexes
Spot Commodity Index 5,408.90
Industrial Metals Index 1,545.94

Page 2
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Index Name: S&P Municipal Bond Revenue Index

As of: May 22, 2020

Effective date Yield To Maturity

3/25/2020 3.56%
3/26/2020 3.26%
3/27/2020 3.22%
3/30/2020 3.22%
3/31/2020 3.27%
4/1/2020 3.51%
4/2/2020 3.57%
4/3/2020 3.50%
4/6/2020 3.42%

Page 3
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FED H.15

DATE DAAA DBAA DGS10 DGS20 DGS30
2020-03-25 3.34 5.01 0.88 1.23 1.45
2020-03-26 3.07 4.87 0.83 1.20 1.42
2020-03-27 2.95 4.70 0.72 1.09 1.29
2020-03-30 2.71 4.59 0.70 1.10 1.31
2020-03-31 2.73 4.63 0.70 1.15 1.35
2020-04-01 2.76 4.59 0.62 1.04 1.27
2020-04-02 2.64 4.55 0.63 1.04 1.26
2020-04-03 2.63 4.54 0.62 1.05 1.24
2020-04-06 2.63 4.58 0.67 1.08 1.27

Page 4
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50f273
30-Year Credit
Years A Rated T-Bond Spread
Pre COVID-19 Yields
Jan 2019 435 3.04 1.31
Feb 2019 4.25 3.02 1.23
Mar 2019 4.16 2.98 1.18
Apr 2019 4.08 2.94 1.14
May 2019 3.98 2.82 1.16
Jun 2019 3.82 2.51 1.25
Jul 2019 3.69 2.57 1.12
Aug 2019 3.29 2.12 1.17
Sep 2019 3.37 2.16 1.21
Oct 2019 3.39 2.19 1.20
Nov 2019 3.43 2.28 1.15
Dec 2019 3.40 2.30 1.10
Jan 2020 3.29 2.22 1.07
Median Credit Spread (Pre COVID-19) 1.17
Spot  3/31/20 3.69 1.35 2.34
Median Credit Spread (Pre COVID-19) 1.17
COVID-19 Default Adjustment 1.17

Page 5



FED H.15
10-yrT-  20-yrT-
bond bond

Spot 3/31/20 0.70 1.15
FED H.15 AAA Corp BAA CORP
3/31/20 2.73 4.63
Moody's Spot ===> 2.73 4.63
0.00 0.00

Moody's Daily Long-term Corporate Bond Yield Averages
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e 6 0f273
30-yr T-
bond
1.35
[ ARated utility |
Spread 0.00 0.00
Moody's Spot ===> 3.69 3.69

3/31/2020 Utilities  Industrial Corporate
Spot  Aaa NA 2.73 273
Aa 3.35 2.82 3.09
A 3.69 3.37 3,53
Baa 439 4.86 4.63
Avg 3.81 3.45 3.63
S&P Municipal Bond Revenue Index
3/31/20 3.27%
Utilities
Aa
A
Baa
Decade  Annual
Spread  Spread
10-Year 0.70
20-Year 115 0.450 0.045
30-Year 135 0.200
REVENUE BOND INDEX
10-20 Yr
20-30Yr
30-Yr Rev Bond Est.
2016 Lt Debt 41
Prf Stk 5.4
Pref Stock Est. 132%

Implied 3.69 3.69 3.69

3.27
0.23
0.20

3.69
132%
4.86
3/31/20
A-Rated Rev Bonds 3.70
A-Rated PU Bonds 3.69
A-Rated PU Pref Stk 4.86
30-yr T-bond 1.35
COVID-19 Default Adjustment 1.17
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Equity Risk Premium
Beta (Value Line Med.)
Risk Adjusted Equity Premium

Yield (RF)
Size Premium
COVID-19 Default Adjustment

American States Water Co
American Water Works Co Inc
Artesian Resources Corp
California Water Service Gp
Essential Utilities, Inc.
Middlesex Water Co

SIW Corp

York Water Co

Average

Median

SBBI
6.91
0.65
4.49

1.35
1.60
1.17

Recent
Market
Value

(Mill $)

3,012.90
21,637.34
345.40
2,442.36
9,972.48
1,048.24
1,646.05
565.71

2.083.810

SBBI
6.91
0.65
4.49
1.35
0.00
1.17
7.01
Market
Quartile Market

Name artile
Mid-Cap 2
Large-Cap 1
Mico-Cap 4
Low-Cap 3
Mid-Cap 2
Low-Cap 3
Low-Cap 3
Mico-Cap 4

Mid-Cap 2

2044204 Low-Cap 3

Appendix A-5.2 (Gannett Flemiqg

Quartile
Size
Premium

0.89
0
34-
1.6
0.89
1.6
1.6
34

0.89
L60

Page 7

High

Low

11.88 Total Return SBBI 1926-2018
4.97 Income Return ~ SBBI 1926-2018

1.35 30-yr T-bond
1.17 COVID-19 Default Adjustment

Value
Line
Beta

0.65
0.55

0.7
0.65
0.75

0.6

0.7

0.66
0.65

IBIT 20
e 7 of273

8.61
7.01
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5/22/2020

12/31/19
Company Name Ticker Symbol LT Debt-Total Qtly

AMERICAN ST.AWR
AMERICAN W/AWK
ARTESIAN RESARTN.A
CALIFORNIA VCWT
ESSENTIAL UT WTRG
MIDDLESEX W MSEX
SJW GROUP  SJW
THE YORK WA YORW

Debt Cost

Pref. Stock Cost
Equity Cost
Equity Cost

3/31/2020

3.69
4.86
8.61
7.01

499.928
8,771.000
146.331
823.002
3,061.245
243.687
1,305.869
103.282

Ratio
24.40%
0.00%
75.60%

24.40%
0.00%
75.60%

0.000
0.000
0.000
0.000
0.000
2.084
0.000
0.000

Cost
3.690
4.860
8.610

3.690
4.860
7.012

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.90
0.00
6.51
7.41

0.90

5.30
6.20

Preferred S Minority In Common Equity-Total-Qtly

601.530
6,121.000
160.268
779.906
3,880.860
323.792
889.984
134.185

Shield
0.72

Invested Capital-Total Qtly

1,101.458
14,892.000
306.599
1,602.908
6,942.105
569.563
2,195.853
237.467

Overall
0.6482592
0
6.50916

7.16

0.6482592
0
5.300694

5.95

March-20
Market Value-Mnthly

3,012.896
21,637.337
345.402
2,442,358
9,972.483
1,048.242
1,646.049
565.707

]| <<<<ANSWER

]| <<<<ANSWER

Book Ratios

AMERICA
AMERICA
ARTESIA?!
CALIFOR?
ESSENTIA
MIDDLES
SJW GRO!
THE YOR!

LTD
0.454
0.589
0.477
0513
0.441
0.428
0.595
0.435

0.492
0.466

Pref

0.000
0.000
0.000
0.000
0.000
0.004
0.000
0.000

0.000
0.000

Equity

0.546
0411
0.523
0.487
0.559
0.568
0.405
0.565

0.508
0.535

1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000

Avg
Med

Market Ratios
Pref

0.000
0.000
0.000
0.000
0.000
0.002
0.000
0.000

0.000
0.000

0.858
0.712
0.702
0.748
0.765
0.810
0.558
0.846

0.750
0.757

1.000
1.000
1.000
1.000

1.000
1.000
1.000

|4 Beuuen) z'G-v xipuaddy

€ELCIO B

ﬁnwe

&

0T LI9IH



Public Meeting held November 2019

DSIC Weighted Cost of Capital

Assumptions: 3/31/2020

Debt Cost 3.69

Pref. Stock Cost 4.86

DSIC Equity Cost 9.95

Ratio

Debt 46.60%
Pref 0.00%
Equity 53.40%

Appendix A-5.2 (Gannett Fleming} " ®\" 22

e 9 of273
ROE
9.95

Cost Wt Shield Overall

3.690 1.72 0.72 1.238069

4.860 0.00 1 0

9.950 5.31 1 5.3133

7.03 <<<<ANSWER
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Department of Community & Economic Development
Governor's Center for Local Government Services

Commonwealth Keystone Building
400 North Street, 4th Floor

Harrisburg, PA 17120-0225 .

Ph: B88-223-6837 | fax: 717-783-1402

Appemm,/.\.s.z.ceannettﬂempg{

2016 MUNICIPAL ANNUAL AUDIT
AND
FINANCIAL REPORT

151655 VALLEY TWP, CHESTER COUNTY
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<DEED-CLGS-30 (9-09)

BALANCE SHEET

|
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x DCED-CLGS-30 (09-00)

'g VALLEY TWP, CHESTER County
) BALANCE SHEET
& December 31, 2016
<C Governmental Funds Fid, Fund Account Groups Total
Spocial , e .
i . Revenue gl o
3 G:.::':! “{Including | Debt Service | |
State Liquid | i ] 1)
Fuels) ; £
Assets and Other Debits
100-120 |Cash and Invesimenls 3,030,106 45,799 945017 4,020,922
140-144 | Tax Receivable
'&'_,;112499' Accounis Receivable (excluding axes)
130.00 |Due From Other Funds
131139, | Other Current Assets 289,933 289,933
150-159 ® '
160-169 |Fixed Assels
180-189 | Other Debils 937,278 937,278
Total Assets and Other Debits 3,320,039 45,799 945,017 937,278 5,248,133
Liabilities and Other Credits
Payroll Taxes and Other Payroll
210-229 | \withholdings
iz | Al Other Current Liabilities 289,933 289,933
230.00 |Due To Other Funds

Page 11



DCED-CLGS-30 {09-09)

S M—i —e—————
S 9\l VALLEY TWP, CHESTER County
El' ‘*5 BALANCE SHEET
E '] December 31, 2016
p—
% Governmental Funds Proprietary Funds Fid, Fund Account Groups Total
o)
Ch Special G :
> Revenue enera
e General Capital internal Trust and General Memorandum
ludi Debt Service| Enterprise Long Term
Q Fund S(t.:tce ll|.l q't‘a?d Projects e Service Agency |Fixed Assets gobt Only
L Fuels) ! -
H Liabilities and Other Credits
260-269 |Long-Term-Liabilities B44,648 844,648
Current Porlion of Long-Term Debt and
240-259 Other Credits 92,630 92,630
JTotal Liabilities and Other Credits 289,933 937,278 1,227,211
0
[ Fund and Account Group Equity
0 281-284 |Contributed Capital
g
a 290.00 |Investment in General Fixed Assels
éhmzas P Balance / Retained Eamings on | 3 030,106 45,799 945,017 4,020,922
291-299 | Other Equity
ot B agz :I::;:oum Srour 3,030,106 45,799 945,017 4,020,922

EOTAL LIABILITIES AND FUND AND ACCOUNT GROUP EQUITY

5.248,133J

Page 12



. EXHIBIT
bt FIemllpa%% 13 of 2

DCED-CLGS-30 (8-0

REVENUES

VALLEY TWP, CHESTER County
STATEMENT OF REVENUES AND EXPENDITURES
December 31, 2016

Governmental Funds

Proprietary Funds

Flduciary Fund

Special

- Revenue
* (including
State Liquid

- Fuels)

Capital
Projects

State

Al Ng

All Other State Shared Revenues and Entitlements

sls

State Payments in Lieu of Taxes

153,608

203,445

357,053

Local Government Units

Highways and Streets

All Other Local Governmental Units Capital and
Operating Grants

222,941

222,941

Local Government Unit Shared Payments for
Contracted Intergovernmental Services

Local Governmental Units and Authorities Payments

in Lieu of Taxes

~ Tofal Local Government Units

222,941

222,941

Charges for Service

361.00

General Government

9,503

9,503

362.00

Public Safety

11,784

11,784

363.20

Parking

363.00

All Other Charges for Highway & Street Services

364.10

Wastewaler / Sewage (including conneclion / tapping
fees, sewer usage charges, reserve capacily {ee, eic.)

2,772,044

2,772,044

364,30

Solid Waste Collection and Disposal Charge (Irash)

591,125

591,125

364.60

Hosi Municipality Benefit Fee for Solid Wasle Facility

364.00

All Other Charges for Sanitation Services

365.00

Health

366.00

Human Services

367.00

Cuilture and Recreation

368.00

Airports
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DCED-CLGS-30 (9-09)

REVENUES

VALLEY TWP, CHESTER County

STATEMENT OF REVENUES AND EXPENDITURES

December 31, 2016

Governmental Funds

Proprietary Funds

Fiduclary Fund

Total

General Fund

Special
Revenue
{Including
State Liquid
Fuels)

Capital
Projects

Debt Service

Enterprise

Internal
Service

Trust ahd £l
Agency

Memorandum
Only

Charges for Service

369.00

P CTITT

Bars

370 00

Cemeleries

) 372.00

Electric System

-
L 373.00

Gas System

374.00

Housing System

(5 375.00

Markets

L4
N 377.00

Transit Systems

T 378.00

Water System

682,994

682,994

379.00

All Other Charges for Service

11,804

11,804

Total Charges for Service

624,216

3,455,038

4,079,254

Unclassified Operating Revenues

383.00

Special Assessments

386.00

Escheats (sale of personal property)

387 00

Contributions and Donations from Private Sectors

26,025

26,025

388.00

Fiduciary Fund Pension Contributions

389.00

All Other Unclassified Operating Revenues

1,228

1,228

Total Unclassified Operating Revenues

27,253

27,253

Other Financing Sources

391.00

Proceeds of General Fixed Asset Disposilion

392.00

Interfund Operaling Translers

112,695

112,695

393.00

Proceeds of General Long-Term Debt

394.00

Proceeds of Short Term-Debt
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on DCED-CLGS-30 (9-08)

(=]
g S VALLEY TWP, CHESTER County
m © STATEMENT OF REVENUES AND EXPENDITURES
R December 31, 2016
m‘) Governmental Funds Proprietary Funds Fiduclary Fund Total
R=-¥ Special s
E, General Fund S(Et:j’{{’?::%d ,ﬁ‘;‘;‘:"s Debt Service | Enterprise Pl T:’g’::;‘y" ”""‘“o':,';"“'"
L Fuelg)
¥ EXPENDITURES
E Public Safety
414.00 |Planning and Zoning 26,603 26,603
;/415.00 Emergency Management and Communicalions 3570 3,570
7416.00 |Militia and Armories
417.00 |Examination of Licensed Occupalions
418.00 |Pubiic Scales (weights and measures)
419.00 |Other Public Safely
g Total Public Safety 891,942 891,942
Health and Human Services
2500 |Health and Human Services 5,700 5,700
Total Health and Human Services 5,700 5,700
Public Works - Sanitation
426 00 |Recycling Collection and Disposal 37,060 37,060
42700 |Solid Waste Collection and Disposal (garbage) 369,032 369,032
428.00 [Weed Control 300 300
42900 [Waslewaler / Sewage Treatment and Collection 2,532,858 2,532,858
Total Public Works - Sanitation 406,392 2,532,858 2,939,250
Public Works - Highways and Streets
430.00 {General Services - Administration 55,007 55,007
43100 |Cleaning of Streets and Gutters
432,00 |Winter Maintenance — Snow Removal 26,836 24 900 51,736
433.00 |Traffic Control Devices 1,252 4,196 5,448
434.00 |Street Lighting 18,386 18,386
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01 D-CLGS-30 (8-09)

2
7

. EXHIBIT
¢t Flemind) 6 of 2

EXPENDITURES

STATEMENT OF REVENUES AND EXPENDITURES

VALLEY TWP, CHESTER County

December 31, 2016

Governmental Funds

Flduciary Fund

General Fund

Special
_ Revenue
{Including
State Liquid
Fuels)

Capital
Projects

Debt émlu

Proprietary Funds

internal
: Service

Public Works - Highways and Streets

Sidewalks and Crosswalks

Storm Sewers and Drains

Repairs of Tools and Machinery

463

463

Maintenance and Repairs of Roads and Bridges

96,533

3,850

100,383

Highway Construction and Rebuilding Projects

203,511

197,329

77,727

478,567

o

&5 Total Public Works - Highways and Streets

383,602

248,661

77,727

709,990

<<

Other Public Works Enterprises

44000

Airporls

441 00

Cemeleres

442.00

Electric System

443.00

Gas Syslem

444 00

Markels

445 00

Parking

446.00

Storm Water and Flood Control

447 00

Transit System

448,00

Water System

665,030

665,030

449 00

Water Transport and Terrinals

Total Qt!lme‘!""Ppbll_c Works Enterprises

665,030

665,030

Culture and Recreation

451.00

Culture-Recreation Adminisication

46,633

46,633

452.00

Participant Recrealion

453.00

Spectalor Recreation

454.00

Parks
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HIBIT 20

Appendix A-5.2 (Gannett Fleming)™ ' .~

DCED-CLGS-30

Department of Community & Economic Development
Governor’s Center for Local Government Services
Commonwealth Keystone Building

400 North Street, 4® Floor

Harrisburg, PA 17120-0225

Ph: 888-223-6837 | fax: 717-783-1402

2018 MUNICIPAL ANNUAL AUDIT
AND FINANCIAL REPORT

Township of:

VALLEY County: CHESTER

KiMMEL, LORAH & ASSOCIATES, LLP

®
CERTIFIED PUBLIC ACCOUNTANTS
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Appendix A-5.2 (Gannett Flemil_r;l

HIBIT 20

18 0of 273
Balance Sheet
December 31, 2018
Y GOVERNMENTALFUNDS & .~ "' o .0
Assets and Other Debits General Fund Special Revenue Capital Profects Debt Service
100-120 _ |Cash and Investments 2,374,951 | § 117,554 3,362,388 -
140-144 | Tax Receivable
121-129 i
145-149  |Account Receivable (excluding taxes)
130 Due From Other Funds - 20,250
131-139
150-159  [Other Current Assets 605,282
160-169  |Fixed Assets
180-189  [Other Debits
Total Assets and Other Debits 2,980,233 | $ 117,554 3,382,638 .
Liabilities and Other Credits
._210-229 Payroll Taxes and Other Payroll Withholdings -1$ - - -
200-209
231-239 | All Other Current Liabilities 308,110
230 Due To Other Funds
260-269  |Long Term Liabilities
240-259  |Curment Portion of Long-Term Debt & Other Credits
Total Liabilities and Other Credits 308,110 | § - = =
Fund and Account Group Equity
281-284  |Contributed Capital 32,4001 $ - - -
290 Investment in General Fixed Assets
270-289  |Fund Balance / Retained Earnings on 12/31 2,639,723 117,654 3,382,638
291-299  |Other Equity
Total Fund and Account GfOLlP Eqully 2,672,123 $ 1 17‘554 3.382.638 =
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Appendix A-5.2 (Gannett Flem'kp

HIBIT 20
19 of 273

TOTAL LIABILITIES AND FUND AND ACCOUNT GROUP EQUITY

—
; PROPRIETARY _Emns‘;{ : flp;il"(ﬁgn;y- L ACCOUNT GBQUPS ¢ ‘ T OTAL >
. Internal Trust & Gonecal Ganeral -
Assets and Other Debits Enterprise Servi o Fixed Long Memorandum Only
e gency Assets Term Debt
100-120 {Cash and Investments $ 676,540 $ -1$ -1$ 6,531,433
140-144 |Tax Receivable -
121-129 ,
145-149 [Account Recaivable (excluding taxes) 2
130 Due From Other Funds 20,250
131-139
150-159 |Other Current Assets 605,282
160-169 |Fixed Assets =
180-189 |Other Debits 7,693,330 7,693,330
Total Assets and Other Debits $ 676,540 $ -1$ -8 $ 7,693,330 | § 14,850,295
Liabilities and Other Credits
210-229 |Payroll Taxes and Other Payroll Withholdings | $ -1$ -1$ -1 $ $ -1$ -
200-209 :
231-239 {All Other Current Liabilities 308,110
230 Due To Other Funds - -
260-269 {Long Term Liabilities 7,433,977 7,433,977
240-259 |Current Portion of Long-Term Debt & Other Credits 259,363 259,353
Total Liabilities and Other Credits $ -13 -1 8 -1% $ 7,693330|% 8,001,440
Fund and Account Group Equity
281-284 |Contributed Capital $ -1$ -8 $ -1$ 32,400
290 Investment in General Fixed Assets -
&70-289 Fund Balance / Retained Earnings on 12/31 676,540 6,816,455
291-299 |Other Equity .
Total Fund and Account Group Equity $ 676,540 | $ -s -ls $ -{$ 6,848,855
$ 14,850,295
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Appendix A-5.2 (Gannett Flemilp

HIBIT 20
20 of 273

Charges for Service Enterprise ';::,,"ca: T",’:‘m"c';d M’"’g’:,’;""”’
General Government -1 8§ -1 8 -8 12,672
Public Safsty 95,286
Parking :
All Other Charges for Highway & Streets Services 5
Wastewater/Sewage Charges 2,795,379 2,795,379
Solid Waste Collection & Disposal Charge (trash) 770,833
Host Municipality Benefit Fes for Sclid Waste Facility e
All Other Charges for Sanitation Services pe
Health z
Human Services a
Culture and Recreation =
Airports ¥
Bars ™
Cemeteries 5
Electric System =
Gas System -
0 Housing System e =
375.00 Markets -
377.00 Transit Systems .
378.00 Water System 708,629 708,629
9. All Other Charges for Services 5,651
Total Charges for Services 3,504,008 | $ -1$ -1$ 4,388,450
Unclassified Operating Revenues
383.00 Assessments -1$ -1 S - -
386.00 Escheats (sale of personal property) 5
387.00 Contributions & Donations from Private Sectors 15,400
388.00 Fiduciary Fund Pension Contributions $ -
389.00 All Other Unclassified Operating Revenues 18,082
Total Unclassified Operating Revenues -18 -18 -18 33,482
Other Financing Sources

391.00 Proceeds of General Fixed Asset Disposition 82,5801 $ -1$ -1 8 100,000
392.00 Interfund Operating Transfers 3,679,605
393.00 Proceeds of General Long-Term Debt 2
394.00 Proceeds of Short-Term Debt a
395.00 Refunds of Prior Year Expenditures 43,116
Total Other Financing Sources 82,580 | § -1$ -1$ 3,722,721

[ TOTAL REVENUES 3,596,986 || $ -I's BE 11,859,026 ||

8
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Appendix A-5.2 (Gannett Flempa@“;

General Government Enterprise e g oo "
Legislative (Governing) Body $ - - 12,917
Executive (Manager or Mayor) 74,891
Auditing Services/Financial Administration 51,377
Tax Collection 900
Solicitor/Legal Services 247,394
Secretary/Clerk 191,534
Other General Government Administration 73,563
T-Networking Services-Dala Processing &
Engineering Services 393,589
General Govemment Buildings and Plant 3,828,936
Total General Government $ - - 4,875,101
" IPublic Safety
410.00 Police $ - - 602,257
411.00 Fire 122,173
412.00 Ambulance/Rescus 107,624
413.00 UCC and Code Enforcement 162,297
414.00 Planning and Zoning 34,376
415.00 Emergency Management & Communications =
416.00 Militia and Amories -
417.00 Examination of Licensed Occupations -
418.00 Public Scales (weights and measures) -
419.00 Other Public Safety -
Total Public Safety $ - - 1,059,806
Health and Human Services
0.00- -
425.00 Health and Human Services $ - - 8,879
[Public Works - Sanitation
426.00 Recycling Collection and Disposal $ - - -
427.00 Solid Waste Collection and Disposal (trash) 439,379
428.00 Weed Control %
429.00 Wastewater/Sewage Collection and Treatment 3,445,038 3,445,038
Total Public Works - Sanitation $ 3,445,038 - 3,057,403
10
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Appendix A-5.2 (Gannett Flem'kp

HIBIT 20
22 of 273

Public Works - Highways and Streets Enterpise s g -
430.00 General Services- Administration -8 149,519
1431.00 Cleaning of Streets and Gutters 5,604
432.00 Winter Maintenance- Snow Removal 71,085
433.00 Traffic Control Devices 3,956
434.00 Street Lighting 18,206
1435.00 Sidewalks and Crosswalks ik
436.00 Storm Sewers and Drains -
43700 Repairs of Tools and Machinery 4,670
438.00 Maintenance & Repairs of Roads & Bridges 17,245
439.60 Highway Construction and Rebuilding Projects 541,491
Total Public Works - Highways and Streets -8 811,855
Public Works - Other Services
440.00 Airports -1 8 ”
441.00 Cemeteries =
442.00 Electric System <
443.00 Gas System =
444.00 Markets =
445.00 Parking -
446.00 Storm Water and Flood Control =
447.00 Transit System 0
448.00 Water System 683,721 683,721
449.00 Water Transport and Terminals i
Total Public Works-Other Services 683,721 | § 683,721
Culture and Recreation
451.00 Culture- Recreation Administration -1 8 44,315
452.00 Participant Recreation g
453.00 Spectator Recreation N
454.00 Parks -
456.00 Shade Trees =
456.00 Libraries 6,794
457.00 Civil and Military Celebrations A
458.00 Senior Citizens' Centers 3
450.00 All Other Culture and Recreation =
Total Culture and Recreation -1% 51,109
12
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Appendix A-5.2 (Gannett Flemilpa@(

Conservation of Natural Resources $ -1 8 $ S -
Community Development and Housing =
Economic Development 5
Economic Opportunity =
All Other Community Development "
Total Community Development $ -15 $ $ -
Debt Service Enterprise Internal Service Trust and Agency Memorandum Only
471.00 Debt Principal (short-term and long-term) S $ $ 118,726
472.00 Debt Interest (short-term and long-term) 276,291
475.00 Fiscal Agent Fees 500
Total Debt Service $ -13 S $ 395,517
{Employer Paid Benefits & Withholding ltems
481.00 Employer Paid Withholding Taxes
and Unemployment Compensation $ -8 $ 3 72,823
482.00 Judgments and Losses 2
483.00 Pension/Retirement Fund Contributions 115,379
484.00 Woarker Compensation Insurance 59,778
487.00 Group Insurance and Other Benefits 446,628
Total Empioyer Pald Benefits & Wiihholding ltems $ -3 3 $ 694,608
Insurance
486.00 Insurance, Casualty, and Suraty $ -1 $ $ $ 75,384
Unclassified Operating Expenditures
488.00 Fiduciary Fund Benefits and Refunds Paid S 3
489.00 All Other Unclassified Expenditures ) 14,272
Total Unclassified Operating Expenditures $ -18 $ $ 14,272
Other Financing Uses
491.00 Refund of Prior Year Revenues § -1$ $ $ -
492.00 Interfund Operating Transfers - 3,579,605
493.00 All Other Financing Uses i
Total Other Financing Uses $ -19$ $ $ 3,579,605
{ TOTAL EXPENDITURES [$ 4128759 $ I's -s 16,207,270
EXCESS/DEFICIT OF REVENUES OVER :
EXPENDITURES $ (531.773)" $ $ $ (4.343,244)“
14

Page 23

HIBIT 20
23 of 273



HIBIT 20

Appendix A-5.2 (Gannett Flemipg)™. , of 273

B . STATEMENT OF CAPITAL EXPEN_DITURES

1] ( ,Coristrﬁ cﬂon

Commumty bevélop}}lent
Electric ) -

198,990 198,990

[Cbraries -
[Mass Transit .
Police -
IRecreation .
Sewer B
Solid Waste - “
Streets/Highways 534,103 534,103

Water =
[Other (Please Specify) -

TOTAL CAPITAL EXPENDITURES '3 733,093

EMPLOYEE COMPENSATION

Total salaries, wages, commissions, etc. paid this year $ 1,171,466
(including all employees and elected officials)*

"Use income from box 16 of the W-3 Statement

16
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Date: 03/21/2019
Time: 4:02:59PM

| Statement of Revenues & Expenditures I User: CINDI

Valley Township Page: 1
For Period Ending 12/31/2018

Selecting on FUND equals 08 AOLE S0\ 7)

ACCOUNT CURRENT PERIOD CURRENT YEAR YEAR-TO-DATE PRIOR YEAR YEAR-TO-DATE
DESCRIPTION BUDGET ACTUAL BUDGET ACTUAL BUDGET ACTUAL
08.341.0000
Interest Earnings 591.06 8,500.00 8,346.27 700.00 8,918.48
08.350.0400 10,573.1S5
PA DCED GRANT 50,000.00 31 ! G OO’? o) | e 26:000.0
08.364.1000 ,_‘("S.L\_\ . Clana
Sewerage Charges 67,972.40 2,670,000.00 <2,836,473.75 2,800,000.00 2,738,281.99
08.364.1209 e
Connection Fees 10,000.00 3,829.22 15,317.00 17,906.28
08.364.1240
Conveyance fees 938.83 14,000.00 20,976.41 10,000.00 14,083.95
08.364.1900
Miscellaneous 0.10 2,730.71
Total Revenues 69,502.29 2,752,500.00 2,869,625.75 2,952,017.00 2,781,921.41
08.429.1100
SALARIES - WAGES SECRETARIES 4,504.36 31,065.00 56,809.41 50,159.00 61,991.71

"008.429.1200

U3 THIRD PARTY PLUMBING INSPECTOR 1,000.00

£208.429.2100

“'PRINTING & POSTAGE 3,000.00 1,564.41 3,800.00 4,288.4§>
08.429.2200 p
BANK CHARGES 45.00 180.00 15.0'%
08.429.2300 o
TELEPHONE 258.68 3,800.00 3,138.64 4,100.00 351428
08.429.3109 x
ENGINEERING 1,677.25 30,000.00 34,016.25 40,000.00 24.998.75,‘>
08.429.3200 o
LEGAL 92.50 1,000.00 N

TN

08.429.3300
AUDIT 26,650.57 4,800.00 32,817.24 4,800.00 4,800.0Q)
08.429.3400 S
FACILITY & OFFICE EXPENSE 47,895.00 47,895.00 56.28D
08.429.3410 =
BENEFIT ALLOCATION 64,805.00 64,805.00 %
08.429.4300
SEWAGE TREATMENT COSTS 345,200.36 2,338,000.00 3,020,482.98 2,500,000.00 2,147,13 .
08.429.4500 e
ELECTRICITY 2,237.92 15,100.00 17,198.06 15,100.00 15,92 é
08.429.4600 O =
MAINTENANCE & REPAIRS 17,746.80 35,000.00 72,992.61 35,000.00 49,1685 =
08.429.4610 ™M i
ROAD CREW SALARIES 2,562.96 65,770.00 37,568.12 62,135.00 63,40547 ©



Date: 03/21/2019
Time: 4:02:59PM

ACCOUNT

DESCRIPTION
08.429.4620
1&1

08.429.4630

UPGRADE TO SYSTEM - PA DCED GRA
08.429.4700

SUPPLIES & EQUIPMENT

08.429.4900
MISCELLANEOUS

08.429.5000
THEFT LOSS

08.492.0100
Interfund Transfer to Gen Fund - Benefit A

Total Expenditures

Excess of Revenues over Expenditures for Report

97 98eq

| Statement of Revenues & Expenditures I User: CINDI
Valley Township Page: 2
For Period Ending 12/31/2018
Selecting on FUND equals 08 3618 206\
CURRENT PERIOD CURRENT YEAR YEAR-TO-DATE PRIOR YEAR YEAR-TO-DATE

BUDGET ACTUAL BUDGET ACTUAL BUDGET ACTUAL
25,000.00 6<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>