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DIRECT TESTIMONY OF 
KEITH E. GABAGE 

 
INTRODUCTION 

 
Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE RECORD. 1 

A. My name is Keith E. Gabage and my business address is 100 Cheshire Court, Suite 104, 2 

Coatesville, PA 19320. 3 

 4 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 5 

A. I am employed by Pennsylvania-American Water Company (“PAWC”) as Senior 6 

Manager, Business Development. 7 

 8 

Q. WHAT ARE YOUR RESPONSIBILITIES AS PAWC’S SENIOR MANAGER, 9 

BUSINESS DEVELOPMENT? 10 

A. I develop and maintain necessary contacts to stay abreast of new business opportunities 11 

within the Commonwealth of Pennsylvania in both the community water and wastewater 12 

markets.  In addition, I also monitor acquisition activity throughout the Commonwealth of 13 

Pennsylvania and conduct research on potential opportunities.  I manage the acquisition 14 

process from initial contact through to responding to Requests for Qualifications, Requests 15 

for Proposals and Requests for Bids issued by owners (or through the owners’ 16 

representatives) of community water and/or wastewater systems.  When PAWC is 17 

successful in negotiating and executing an asset purchase agreement with a selling 18 

municipality, township or entity, I assist in preparing an Application for submission to the 19 

Pennsylvania Public Utility Commission (“PUC” or “Commission”).  These 20 

responsibilities require that I maintain a good working knowledge of regulatory and 21 



 2 
 

technical developments, new technologies and current trends as they affect the water and 1 

wastewater utility industries, and that I be familiar with legislation, regulations and public 2 

policies affecting business opportunities. 3 

 4 

Q. PLEASE DESCRIBE YOUR PROFESSIONAL EDUCATION AND EXPERIENCE. 5 

A. I received a Bachelor of Arts (BA) degree in Liberal Arts, General Studies from Villanova 6 

University (1994) and a paralegal certificate from Pennsylvania State University – 7 

Abington Campus (1996).  I also received a Master of Public Administration from West 8 

Chester University (2019).  I have attended Widener University School of Law and am 9 

currently doctoral candidate and elected to pursue other educational pursuits in lieu of my 10 

Doctor of Public Administration.  I am a member of Pi Alpha Alpha; the National Honor 11 

Society for Public Affairs and Administration.  My experience in the water and wastewater 12 

utility industry began in July 1979 when I was employed by Philadelphia Suburban Water 13 

Company, now Essential Utilities, Inc. (f/k/a “Aqua America, Inc.”) (“Aqua”).  I was 14 

employed by Aqua or its Pennsylvania subsidiary, Aqua Pennsylvania, Inc., until May 15 

2013, and during that time served in the capacity of Survey Mechanic (Engineering) 16 

between 1979-1980; Draftsman (Engineering) between 1980-1981; Laborer (Operations) 17 

between 1981-1983; Service Department Representative (Operations/Engineering) 18 

between 1983-1989; Chief Estimator (Engineering) between 1989-1990; New Business 19 

Representative (Engineering) between 1990-1994; Director of Safety & Claims (Law and 20 

Administration) between 1994-2002; and then Director of Business Development between 21 

2002-2013.  I joined PAWC on May 13, 2013, where I have been serving in my current 22 

capacity as Senior Manager, Business Development.23 



 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 1 

A. Yes.  I have previously testified for PAWC before the Commission as a company witness 2 

for certain matters and a listing of those dockets is attached as PAWC Exhibit KEG-1W. 3 

 4 

Q. HAS PAWC FILED AN APPLICATION WITH THE COMMISSION FOR 5 

REGULATORY APPROVAL TO ACQUIRE THE WATER SYSTEM OF VALLEY 6 

TOWNSHIP (“VALLEY”) AND RELATED APPROVALS? 7 

A. Yes.  PAWC filed its Application on October 9, 2020 for approval of PAWC’s acquisition 8 

of Valley’s water treatment, and distribution facilities system (the “System”).  I will refer 9 

to the acquisition in my testimony as the “Transaction.”  10 

The Application and its numerous appendices are true and correct to the best of my 11 

knowledge, information, and belief.  We used PAWC records, as well as Valley records 12 

made available by Valley, to prepare the Application.  For purposes of having a complete 13 

evidentiary record in this proceeding, upon which the Commission can base its decision, I 14 

incorporate by reference and submit the Application and all its appendices (Appendices A 15 

through K) as PAWC Exhibit KEG-2W. 16 

 17 

Q. WHAT IS PAWC SEEKING IN ITS APPLICATION? 18 

A. There are four basic requests.  First, PAWC is requesting approval of the acquisition under 19 

66 Pa. C.S. § 1102, similar to many requests that come before the Commission.  20 

Specifically, PAWC seeks approval to acquire the Water System and the right to begin 21 
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service in the areas currently served by Valley (the “Service Area”).1  The Application 1 

contains a pro forma tariff supplement (Appendix A-12) under which Valley’s current 2 

rates would be initially adopted and would apply to all areas within the Service Area. 3 

Second, pursuant to 66 Pa. C.S. § 1329 (“Section 1329”), PAWC is seeking to 4 

utilize fair market value for the ratemaking rate base of the Water System.  As explained 5 

more-fully below, fair market value under Section 1329 is the lesser of the stated negotiated 6 

purchase price in the APA or the average of the appraisal of Valley’s Utility Valuation 7 

Expert (“UVE”) and the appraisal of PAWC’s UVE.   8 

Third, PAWC is also seeking confirmation under Section 1329 to collect a 9 

distribution system improvement charge (“DSIC”) for the new service area and seeking the 10 

accrual and deferral of certain post-acquisition improvement costs.  Specifically, the 11 

accrual of Allowance for Funds Used During Construction (“AFUDC”) for post-12 

acquisition improvements not recovered through its DSIC for book and ratemaking 13 

purposes and the deferral of depreciation related to post-acquisition improvements not 14 

recovered through the DSIC for book and ratemaking purposes.  In addition, PAWC is 15 

seeking confirmation that it may include, in its next base rate case, a claim for transaction 16 

and closing costs related to the acquisition. 17 

Fourth, PAWC is seeking Certificates of Filing for approval under Section 507 of 18 

the Pennsylvania Public Utility Code (“Code”), 66 Pa. C.S. § 507, of (a) the APA, and (b) 19 

the November 16, 1988 Sewer and Water Service Agreement Between West Caln 20 

 
1  It should be noted that the Recitals to the Asset Purchase Agreement, dated December 17, 2019, (“APA”) 
erroneously state that Valley provides service in Sadsbury Township, Chester County, Pennsylvania (“Sadsbury”).  
Valley does not provide service in Sadsbury and the Service Area does not include any portion of Sadsbury. 
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Township, Valley, Valley Township Authority2 and Highlands Corporate Center.3  These 1 

agreements are between PAWC and a municipal corporation and are therefore required to 2 

be filed with the Commission under Section 507. PAWC requests that the Commission 3 

issue Certificates of Filing or otherwise approve these agreements if the Commission 4 

deems that Certificates of Filing or approvals for these agreements are necessary under 66 5 

Pa. C.S. § 507. 6 

 7 

Q. WHAT DOES SECTION 1329 REQUIRE TO BE INCLUDED IN THE 8 

APPLICATION? 9 

A. Section 1329 requires that the Application include (1) a copy of the two UVE appraisals, 10 

(2) the purchase price, (3) the ratemaking rate base, (4) the transaction and closing costs, 11 

and (5) the proposed tariff.  However, as will be explained later in my testimony, the 12 

Commission has expanded the filing requirements beyond those specifically required by 13 

the statute. 14 

 15 

Q. WHAT DOES THE COMMISSION REQUIRE FOR THE APPROVAL OF THE 16 

FAIR MARKET VALUE RATEMAKING TREATMENT PERMITTED UNDER 17 

SECTION 1329? 18 

A. In its Final Supplemental Implementation Order entered February 28, 2019, at Docket No. 19 

M-2016-2543193 (“Final Supplemental Implementation Order”), the Commission 20 

attached as Appendix A an extensive list of specific Section 1329 “Filing Requirements” 21 

 
2  Valley Township Authority was subsequently disbanded. 
3  Valley will assign this contract to PAWC at closing.  In addition, Valley will assign some other contracts with 
municipal corporations to PAWC at closing, but those agreements will either terminate or become obsolete at closing. 
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for items to include with an Application for it to be processed in a six-month time frame.  1 

PAWC’s Application is structured around those Filing Requirements.  Appendix A to the 2 

Application and its sub-appendices directly address each of the Filing Requirements. 3 

 4 

Q. IS PAWC FILING AS PART OF THE APPLICATION TESTIMONY PREPARED 5 

BY VALLEY? 6 

A. Yes.  PAWC’s Application includes the written direct testimony of Valley’s selected UVE 7 

Mr. Harold Walker, III, and the written direct testimony of Patrice Proctor, the Chairman 8 

of the Valley Township Board of Supervisors.    PAWC is not sponsoring the written direct 9 

testimony of Mr. Walker and Ms. Proctor but has included that testimony in Appendix A-10 

13 as required by the Filing Requirements and in anticipation of Valley’s potential 11 

participation in the proceeding.  PAWC reserves its right to submit rebuttal testimony 12 

regarding Valley’s testimony as appropriate. 13 

 14 

Q. IS PAWC PROPOSING THAT ITS APPLICATION BE EVALUATED USING THE 15 

FAIR MARKET VALUE PROVISION OF SECTION 1329? 16 

A. Yes.  PAWC’s Application has been prepared in accordance with the fair market value 17 

provision of Section 1329 of the Code.  Specifically, PAWC is requesting that the 18 

ratemaking rate base related to the Water System be based on the lesser of the average of 19 

the UVE fair market value appraisals included in the Application or the APA purchase 20 

price.  I note, however, that PAWC reserves its right to make alternative ratemaking 21 

proposals in future proceedings as may be permitted under the Code.  22 
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Q. ASIDE FROM AUTHENTICATING THE APPLICATION FOR ITS ADMISSION 1 

INTO THE EVIDENTIARY RECORD AND IDENTIFYING ITS REQUESTS FOR 2 

RELIEF, WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 3 

PROCEEDING? 4 

A. My direct testimony describes the Transaction.  I will explain why the Transaction is in the 5 

public interest and will provide affirmative public benefits of a substantial nature and 6 

should be promptly approved by the Commission.  I will also discuss why PAWC is legally, 7 

financially, and technically fit to acquire and operate the Water System.   8 

 9 

Q. PLEASE IDENTIFY THE OTHER PAWC WITNESSES WHO WILL BE 10 

PROVIDING WRITTEN DIRECT TESTIMONY AND THEIR SUBJECT 11 

MATTER AREAS. 12 

A. In addition to my direct testimony, PAWC will submit the written direct testimony of Mr. 13 

Michael Guntrum, PAWC Senior Project Engineer, Engineering; and Mr. Rod P. 14 

Nevirauskas, American Water Works Service Company Senior Director of Rates and 15 

Regulations, Mid-Atlantic Division.  PAWC is also sponsoring direct testimony by its 16 

selected UVE, Mr. Jerome C. Weinert, Principal & Director of AUS Consultants, Inc.  As 17 

discussed above, PAWC is also including in its Application, but not sponsoring, the written 18 

direct testimony by Valley’s selected UVE,  Mr. Harold Walker, III, Manager, Financial 19 

Studies of Gannett Fleming Valuation and Rate Consultants, LLC and  Patrice Proctor, 20 

Chairman, Valley Township Board of Supervisors.  These testimonies are being submitted  21 

in anticipation of Valley’s potential participation in the proceeding.  PAWC reserves its 22 

right to submit rebuttal testimony regarding Valley’s testimony, as appropriate. 23 
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Mr. Guntrum will also describe engineering and environmental issues associated 1 

with the System, support PAWC’s technical fitness to operate the Water System, and 2 

explain certain commitments made by PAWC in the APA.  Mr. Guntrum will also address 3 

the anticipated day-to-day operation of the Water System once it is acquired by PAWC, 4 

including staffing and the customer service enhancements that PAWC intends to 5 

implement for the benefit of Valley’s customers.  Mr. Nevirauskas will address the initial 6 

rates, rules, and regulations for Valley’s customers as well as the impact of the Transaction 7 

on PAWC’s existing customers.  Mr. Nevirauskas will also discuss the financing of the 8 

Transaction and the overall financial fitness of PAWC.  Mr. Weinert will provide 9 

supporting testimony for his fair market valuation report. 10 

 11 

DESCRIPTION OF THE TRANSACTION 12 

Q. PLEASE PROVIDE A DESCRIPTION OF THE TRANSACTION NEGOTIATION 13 

PROCESS. 14 

A. On June 20, 2019, PFM Financial Advisors, LLC (“PFM”) issued Valley’s Request for 15 

Qualifications for Water & Sewer System Exploration (“RFQ”), which was the first part 16 

of a two-step process.  PAWC responded on June 21, 2019, expressing its indication of 17 

interest to participate in Valley’s process and subsequently submitted its response to the 18 

RFQ on July 11, 2019, which included a Confidentiality Agreement.  PAWC received 19 

access to PFM’s Virtual Data Room and on July 31, 2019, PAWC participated in Valley’s 20 

Management Meeting and Tour to conduct its field due diligence.  PAWC had the 21 

opportunity during the due diligence phase of Valley’s process to request additional 22 
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materials and provide comments to the draft Asset Purchase Agreement and related 1 

Disclosure Schedules.   2 

On October 18, 2019, PFM issued, on behalf of Valley, the Request for Bids 3 

(“RFB”); the second step of the process, which indicated that proposals were due on 4 

November 15, 2019.  The RFB was later modified to require that proposals were due on 5 

November 18, 2019.  PAWC submitted its proposal timely on November 18, 2019 and was 6 

notified by PFM later that day that PAWC was the only bidder.  On November 19, 2019, 7 

PFM presented PAWC’s offer to Valley’s Supervisors.  PAWC then attended a Valley 8 

Board of Supervisors’ Meeting on December 17, 2019, at the request of PFM.  At this 9 

meeting, PFM presented, and the Board opened the meeting for public discussion.  PAWC 10 

assisted in answering questions from the members of the public in attendance and at the 11 

conclusion of the public discussion the Board of Supervisors approved and signed the APA.  12 

Pursuant to Section 1329, PAWC and Valley retained the services of Pennoni 13 

Associates, Inc. on February 12, 2020, for the completion of The Engineer’s Assessment 14 

of Tangible Assets, which is included as Appendix A-15-a of this Application.  Also 15 

pursuant to Section 1329, on or about August 23, 2019, and April 20, 2020, PAWC and 16 

Valley, respectively, retained their UVEs to use The Engineer’s Assessment of Tangible 17 

Assets in preparing their fair market valuation reports.  These reports and electronic 18 

working papers are included as Appendix A-5-a and Appendix A-5-b of this Application.  19 

To complete these reports, PAWC retained the services of AUS Consultants, Inc. and 20 

Valley retained the services of Gannett Fleming Valuation and Rate Consultants, LLC.  21 

These reports value the System as of December 17, 2019, and March 31, 2020, 22 
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respectively.  The average of these two appraisals is $11,041,185 The arms-length 1 

negotiated purchase price for the Water System, as provided for in the APA, is $7,325,000. 2 

 3 

Q. CAN YOU PLEASE PROVIDE AN OVERVIEW OF THE APA? 4 

A. Yes.  The APA is attached as Appendix A-24-a (CONFIDENTIAL) to the Application 5 

(PAWC Exhibit KEG-2W).  The APA sets forth the terms and conditions pursuant to 6 

which Valley will sell, and PAWC will purchase, substantially all assets, properties and 7 

rights that Valley owns and uses in connection with the Water System.  The APA sets forth 8 

the entire understanding of the parties with respect to the Transaction.  Under the APA, the 9 

closing of the Transaction will occur after the receipt of all applicable governmental 10 

approvals, including approvals from this Commission, and after all applicable conditions 11 

have been met (or waived) by the parties.   12 

Upon closing of the Transaction, PAWC will take ownership of the Water System 13 

and begin rendering water service to Valley’s current customers and Valley will 14 

permanently discontinue providing or furnishing water service to the public within Valley 15 

Township and limited portions of West Caln and East Fallowfield Townships, Chester 16 

County, Pennsylvania. 17 

 18 

Q. CAN YOU PLEASE PROVIDE A SUMMARY OF THE APA’S PROVISIONS 19 

GOVERNING THE TRANSFER OF ASSETS? 20 

A. The terms of purchase of specific properties, assets and rights to be transferred to PAWC 21 

are defined and described in the APA’s Section 2.01.  Generally, the APA states that every 22 

asset, property and right owned by Valley, and used in the provision of water service, 23 
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whether real, personal, mixed, tangible or intangible, and including all the physical plant, 1 

property, equipment and facilities comprising the Water System owned by Valley shall be 2 

conveyed to PAWC.  All interests in real estate, including leases, easements and access to 3 

public rights-of-way, owned by Valley and relating to the Water System, as well as all 4 

assigned contracts, which are listed in the APA’s Schedule 4.13,  also will be conveyed to 5 

PAWC. 6 

Section 2.02 and Schedule 2.02(h) of the APA provide a list of assets not included 7 

in the sale.  They generally exclude: any contracts, licenses and leases that are not otherwise 8 

Assigned Contracts; the seals, organizational documents, minute books, or other records 9 

having to do with the organization of the Seller; cash and cash equivalents; insurance 10 

policies of Seller; all rights to any outstanding lien related to a non-payment by a System 11 

customer existing at or prior to the Closing Date; any assets, properties and rights used by 12 

Seller other than those that primarily relate to the System; and any and all connecting 13 

facilities originating from the Seller’s terminus point of the distribution facilities at the 14 

main or edge-of-road or curb-line when the facilities are located within a public right-of-15 

way or the edge of an easement when the distribution facilities are located within private 16 

property to and throughout the customer’s property.  17 

   18 

Q. HAS PAWC AGREED TO ASSUME ANY LIABILITIES OF VALLEY’S AS PART 19 

OF THE TRANSACTION? 20 

A. Yes, PAWC is accepting certain “Assumed Liabilities” as part of this Transaction on the 21 

day of closing.  Per Section 2.04 of the APA, PAWC will assume any and all liabilities and 22 

obligations: (1) arising under Valley’s public water supply  permits (arising from, related 23 
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to or based on events or circumstances occurring on or after the Closing Date) and (2) 1 

arising out of or relating to the System or the Acquired Assets on or after the Closing 2 

including: (a) all liabilities and obligations under the Assigned Contracts and Permits 3 

resulting from events that occur or conditions that arise on or after the Closing; (b) any 4 

litigation against Valley related to the System or the Acquired Assets resulting from events 5 

that occur after the Closing; (c) all liabilities and obligations for Taxes related to the 6 

System, its operation, and the Acquired Assets on or after the Closing. 7 

 8 

Q. CAN YOU PLEASE SUMMARIZE THE APA’S PROVISIONS GOVERNING THE 9 

NEGOTIATED PURCHASE PRICE OF THE TRANSACTION? 10 

A. The consideration for the purchase of the System is set forth in Section 3.01 of the APA.  11 

The arm’s length negotiated purchase price is $7,325,000. 12 

 13 

Q. PLEASE EXPLAIN THE RATES THAT WILL APPLY TO VALLEY’S 14 

CUSTOMERS FOLLOWING THE CLOSING OF THE TRANSACTION. 15 

A. As set forth in Section 7.03 of the APA and as will be explained more-fully in the Direct 16 

Testimony of Mr. Nevirauskas, PAWC Statement No. 3, PAWC will adopt Valley’s rates 17 

at the time of Closing of the Transaction.  Moreover, the parties recognize that ratemaking 18 

authority is vested with the Commission.  Other charges, such as PAWC’s DSIC and State 19 

Tax Adjustment Surcharges, will apply and may be subject to increases.  PAWC will bill 20 

all Valley customers on a monthly basis, effective following closing.  The effective rates 21 

are shown in the APA Appendix A-24-a (CONFIDENTIAL), Schedule 7.03, and 22 
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referenced in Appendix A-18-a through A-18-c to the Application (PAWC Exhibit 1 

KEG-2W). 2 

Q. HAS PAWC MADE ANY COMMITMENTS IN THE APA THAT WILL BE 3 

IMPLEMENTED AFTER THE CLOSING OF THE TRANSACTION? 4 

A. No, however, my colleague, Michael Guntrum, will discuss our proposed capital plan post-5 

closing in his written direct testimony, PAWC Statement No. 2W.  In addition, Mr. 6 

Guntrum will also discuss the anticipated day-to-day operation of the System once it is 7 

acquired by PAWC, including staffing, in his written direct testimony.  8 

 9 

TRANSACTION IS IN THE PUBLIC INTEREST 10 

Q. PLEASE PROVIDE AN OVERVIEW OF PAWC. 11 

A. PAWC, a subsidiary of American Water Works Company Inc., (“American Water”), is the 12 

largest regulated public utility corporation duly organized and existing under the laws of 13 

the Commonwealth of Pennsylvania, engaged in the business of collecting, treating, 14 

storing, supplying, distributing, and selling water to the public, and collecting, treating, 15 

transporting and disposing of wastewater for the public.  Water and wastewater service is 16 

furnished by PAWC to the public in a service territory encompassing more than 400 17 

communities in 36 counties, including Chester County and the neighboring counties of 18 

Lancaster, Berks, and Montgomery.  Overall, PAWC serves a combined population of over 19 

2,400,000 across the Commonwealth and is American Water’s largest subsidiary with 20 

nearly 19 percent of American Water’s regulated customer base.  21 

PAWC currently employs approximately 1,100 professionals with expertise in all 22 

areas of water and wastewater utility operations, including engineering, regulatory 23 
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compliance, water and wastewater treatment plant operation and maintenance, distribution 1 

and collection system operation and maintenance, materials management, risk 2 

management, human resources, legal, accounting and, most importantly, customer service.  3 

PAWC has the expertise, the record of environmental compliance, the commitment to 4 

invest in necessary capital improvements and resources, and experienced managerial and 5 

operating personnel necessary to provide safe and reliable water service to the residents of 6 

Valley and surrounding areas.   7 

 8 

Q. PLEASE DESCRIBE PAWC’S HISTORICAL RELATIONSHIP WITH VALLEY. 9 

A. Since PAWC’s acquisition of the water and wastewater assets of the City of Coatesville 10 

Authority (“CCA”) in March 2001, PAWC has been the regional water (and wastewater) 11 

provider in the City of Coatesville and surrounding communities. PAWC provides water 12 

to the communities of Valley Township, Sadsbury Township, City of Coatesville, East 13 

Fallowfield Township, Caln Township, West Caln Township, West Sadsbury Township, 14 

Highland Township, West Brandywine Township, Parksburg Borough, Atglen Borough, 15 

Quarryville Borough, South Coatesville Borough, Bart and Colerain Townships.  Valley 16 

has been a bulk water customer of PAWC since PAWC’s acquisition of CCA’s water and 17 

wastewater system assets.  We maintain a relationship with Valley and other local 18 

municipalities by participating in local events, providing environmental and firefighting 19 

grants, offering the “H2O Assistance Program,” and supporting economic growth through 20 

infrastructure improvements in the communities we serve.   21 



 

Q. HOW MANY CUSTOMERS DOES VALLEY’S SYSTEM CURRENTLY SERVE 1 

AND HOW MANY CUSTOMERS DOES PAWC CURRENTLY SERVE? 2 

A. As of March 31, 2020, Valley furnished water service to 1,671 customers including 1,641 3 

residential, 27 commercial, 1 industrial, and 2 school customer connections.   4 

As of August 31, 2020 PAWC, furnished water service to approximately 671,431 5 

,customers in the following classifications: 6 

   Residential:    618,309 7 
   Commercial:      45,876 8 
   Industrial:           532 9 
   Municipal, Resale and Other:           2,399 10 
   Fire Protection:         4304 11 
   Total:     671,431 12 
   13 

Q. CAN YOU PLEASE EXPLAIN WHY THE PROPOSED TRANSACTION IS IN 14 

THE PUBLIC INTEREST? 15 

A. The Transaction will result in affirmative public benefits of a substantial nature.  First, 16 

PAWC, as a large and long-established public utility, has the managerial, technical, and 17 

financial fitness to operate the System in a safe and efficient manner in compliance with 18 

the Code, the Pennsylvania Clean Streams Law, and all other applicable statutory and 19 

regulatory requirements.  PAWC has extensive experience in the operation of water 20 

treatment and distribution systems.  The acquisition fosters the Commission’s stated goal 21 

of regionalizing water systems to provide greater environmental and economic benefits to 22 

customers.    23 

Second, Valley’s current customers will benefit in several ways from becoming 24 

PAWC customers.  PAWC is a large, financially-sound company that has the capacity to 25 

finance necessary capital additions and improvements that will benefit its customers.  In 26 

addition, given its size, its access to capital, and its recognized strengths in system 27 
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planning, capital budgeting, and construction management, PAWC is well-positioned to 1 

ensure that high quality water service meeting all applicable state and federal regulatory 2 

requirements is provided to Valley’s customers.  Additionally, PAWC is subject to the 3 

jurisdiction of the Commission and must comply with the Code.  Valley is not regulated 4 

by the Commission and does not need to comply with the Code. 5 

Third, Valley’s current customers will benefit from the enhanced and proven 6 

customer service that PAWC provides.  My colleague, Michael Guntrum, discusses these 7 

customer service enhancements in more detail in PAWC Statement No. 2W; however, I 8 

would like to note that they include, but are not limited to, additional bill payment options, 9 

extended customer service and call center hours, enhanced customer information and 10 

education programs, and access to PAWC’s customer assistance program. 11 

Finally, the Transaction will benefit PAWC’s existing customers and Valley’s 12 

current customers in the long-term by expanding PAWC’s customer base.  There will be 13 

no immediate rate impact on PAWC’s existing customers, and we expect that the 14 

Transaction will help PAWC maintain reasonable rates for all its customers going forward.  15 

Moreover, by adding additional connections to the entire PAWC system, there are more 16 

customers to share future infrastructure investment cost, which promotes stable rates across 17 

the entire PAWC system.  Customers who benefit from near-term improvements will one 18 

day help pay for improvements on behalf of other customers on other parts of the PAWC 19 

system.  Being able to spread the costs of investing in and maintaining public water systems 20 

over a growing customer base, particularly in a time of increased environmental 21 

requirements, is essential to the continued success of water systems and maintaining 22 

reasonable rates for customers.  There is also a clear legislative intent associated with 23 
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Section 1329 and its allowance of fair market valuation for ratemaking purposes.  The 1 

General Assembly intended to facilitate the acquisition of municipal water and wastewater 2 

systems by investor-owned utilities for the benefit of municipal corporations and their 3 

customers. 4 

 5 

PAWC’S LEGAL, FINANCIAL AND TECHNICAL FITNESS 6 

Q. CAN YOU PLEASE TELL US WHY PAWC IS LEGALLY FIT TO ACQUIRE AND 7 

OPERATE THE SYSTEM? 8 

A. Yes.  PAWC is a Commission-regulated public utility with a good compliance history.  9 

There are no pending legal proceedings that would suggest that PAWC is not legally fit to 10 

provide service to customers on Valley’s System. 11 

 12 

Q. CAN YOU EXPLAIN WHY PAWC IS FINANCIALLY FIT TO ACQUIRE AND 13 

OPERATE THE SYSTEM? 14 

A. Yes.  PAWC is the largest water and wastewater provider in Pennsylvania.  It has a long-15 

demonstrated history with the Commission of financial stability. 16 

As part of the Application, PAWC provided the audited internal balance sheet, as 17 

of December 31, 2019, for PAWC (Appendix D to PAWC Exhibit KEG-2W), as well as 18 

the audited income statement, as of December 31, 2019 for PAWC (Appendix F to PAWC 19 

Exhibit KEG-2W).  Those documents show that PAWC had total assets of approximately 20 

$5.3 billion as of December 31, 2019.  Further, they show that PAWC had net income of 21 

approximately $187 million for the 12 months ending December 31, 2019.  These figures 22 

further demonstrate that PAWC has the financial stability and wherewithal to acquire the 23 
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System and operate it in the public interest.  My colleague, Mr. Nevirauskas, will provide 1 

additional details in PAWC Statement No. 3 on the financial health of PAWC and its ability 2 

to access capital. 3 

 4 

Q. PLEASE EXPLAIN WHY PAWC IS TECHNICALLY FIT TO OPERATE THE 5 

SYSTEM? 6 

A. As I discussed earlier, PAWC is engaged in the business of collecting, treating, storing and 7 

distributing water for the public.  PAWC is the largest investor-owned water utility in the 8 

Commonwealth of Pennsylvania and already has significant water operations.  PAWC is 9 

experienced in undertaking and completing water and wastewater system acquisitions with 10 

public and private sector owners and successfully integrating those assets into our business 11 

operations.  My colleague, Michael Guntrum, will explain in greater detail in PAWC 12 

Statement No. 2, specifically how PAWC intends to operate the System once acquired. 13 

 14 

SERVICE TERRITORY 15 

Q. PLEASE EXPLAIN THE SERVICE TERRITORY SOUGHT BY PAWC IN THE 16 

APPLICATION.  17 

A. As part of its Application, PAWC is seeking the right to provide service in the service area 18 

served by Valley as shown in the maps and descriptions attached as Appendix A-16-a 19 

through A-16-f (Appendix A-16-f is CONFIDENTIAL) to PAWC Exhibit KEG-2W.  20 

No municipal authority, corporation, partnership or individual other than Valley is now 21 

furnishing or has corporate or franchise rights to furnish service similar to that to be 22 

rendered by PAWC in the Service Area covered by the Application, and no competitive 23 
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condition will be created.  As discussed above, upon closing of the Transaction, Valley will 1 

permanently discontinue all water service to the public. 2 

Valley also provides water service in limited portions of West Caln and East 3 

Fallowfield Townships which are also served by PAWC.   4 

 5 

APPROVAL OF CONTRACTS WITH MUNICIPAL CORPORATIONS 6 

Q. HAS PAWC REQUESTED CODE SECTION 507 CERTIFICATES OF FILING OR 7 

APPROVALS AS PART OF ITS APPLICATION? 8 

A. Yes.  In addition to the approvals sought under Code Sections 1102(a) and 1329, 66 Pa. 9 

C.S. §§ 1102(a), 1329, the APA (attached as CONFIDENTIAL Appendix A-24-a) and 10 

the Sewer and Water Service Agreement Between West Caln Township, Valley, Valley 11 

Township Authority, and Highlands Corporate Center (attached in Appendix A-25-a) 12 

(which will be assumed by PAWC), must be filed with the Commission pursuant to Code 13 

Section 507.   14 

The foregoing agreements are reasonable and necessary in order for PAWC to 15 

provide service in the Service Area.  16 

 17 

Q. PLEASE DESCRIBE ANY OTHER MUNICIPAL CONTRACTS TO BE 18 

ASSUMED BY PAWC. 19 

A. Other municipal agreements assigned or assumed by PAWC either terminate or become 20 

obsolete at closing.  These agreements include contracts between Valley and PAWC and 21 

contracts between Valley and the City of Coatesville Authority (which is now owned by 22 

PAWC).  Those agreements are attached to the Application in Appendix A-25-a.  23 
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 CONCLUSION 1 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 2 

A. Yes.  However, I reserve the right to supplement my testimony as additional issues or facts 3 

arise during the course of this proceeding.  Thank you. 4 



Exhibit KEG-1  

Previous Testimony Before the Pennsylvania Public Utility Commission From May 2013-Present  

Case Docket 
Application of Pennsylvania-American Water 

Company (PAWC) for approval of:  (1) the 
transfer, by sale, of substantially all of Paint-Elk 

Joint Sewer Authority (PEJSA) properties and 
rights related to its wastewater system to PAWC, 

and (2) the rights of PAWC to begin to offer or 
furnish wastewater service to the public in 

portions of Paint Township and Elk Township, 
Clarion County, Pennsylvania.   

Docket No. A-2013-2395998 

Application of Pennsylvania-American Water 
Company-Wastewater Division (PAWC-WD) for 

approval of:  (1) the transfer, by sale, of 
substantially all of Shippenville Borough 

properties and rights related to its wastewater 
system to PAWC-WD, and (2) the rights of PAWC-

WD to begin to offer or furnish wastewater 
service to the public in Shippenville Borough and 

an additional portion of Elk Township, Clarion 
County, Pennsylvania.   

Docket No. A-2014-2441953 

Application for approval of: 1) the transfer, by 
sale, of substantially all of the water system 

property and rights of the McEwensville 
Municipal Authority to PAWC, and 2) the right of 

PAWC to begin to offer or furnish water service to 
the public in McEwensville Borough and an 
additional portion of Delaware Township, 

Northumberland County, PA. 

Docket No. A-2015-2460981 

Application for approval of: 1) the transfer, by 
sale, of substantially all of the wastewater system 
assets and rights of the McEwensville Municipal 

Authority to PAWC-WD, and 2) the right of 
PAWC-WD to begin to offer or furnish 

wastewater service to the public in McEwensville 
Borough, Northumberland County, PA. 

Docket No. A-2015-2460981 

Application of PAWC for approval of 1) the 
transfer, by sale, of substantially all of the 

Borough of Turbotville's assets, properties and 
rights related to its wastewater collection and 
treatment system to PAWC, and 2) the right of 
PAWC to begin to offer or furnish  wastewater 

service to the public in the Borough of 
Turbotville, Northumberland County 

Pennsylvania 
 

Docket No. A-2018-3004189 



Exhibit KEG-1  

Application of Pennsylvania-American Water 
Company for approval of the transfer, by 

sale, of substantially all the Municipal 
Authority of the Borough of Turbotville’s 
assets, properties and rights related to its 

water treatment and distribution system, to 
Pennsylvania-American Water Company 

Docket No. A-2018-3004191 

Section 1329 Application of Pennsylvania-
American Water Company–Wastewater 
Division for the Acquisition of Sadsbury 
Township’s Wastewater System Assets 

Docket No. A-2018-3002437 
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DIRECT TESTIMOIYY OF
MICHAEL J. GT]NTRUM, P.E.

a. PLEASE STATE YOUR NAME Ai\D BUSINESS ADDRESS FOR THE RECORD.

Michael J. Guntrum, 852 Wesley Drive, Mechanicsburg, PA 17055.

BY WHOM ARE YOU EMPLOYED AIYD IN WHAT CAPACITY?

I am employed by Pennsylvania-American Water Company (*PAWC" or the "Company'')

as a Se,nior Project Engineer.

WHAT ARE YOUR RESPONSIBILITIES AS A SENIOR PROJECT ENGINEER?

As a Senior Project Engineer for PAWC, I am responsible for the performance of due

diligence activities related to potential water and wastewater acquisitions in the

Commonwealth of P ennsylvania.
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A.
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PLEASE DESCRIBE YOUR PROFESSIONAL EDUCATION ATiD EXPERIENCE.

I received my Bachelor of Science degree in civil engineering in 1994 and a Master of

Engineering degree in Environmental Engineering in 1995 from the University of Idaho.

In 2010, I received my Master in Business Administation from Lebanon Valley College.

I have worked in various engineering roles and have over 24 yearsof experience in

environmental engineering related to municipal and industrial water and wastewater

treatment. I have worked at PAWC since 2003 in roles related to the acquisition of water

and wastewater facilities. I am a registered Professional Engineer in Pennsylvania and I20



I hold a Project Management Professional certification from the Project Management

Institute.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PEI\INSYLVAI\IIA

PUBLIC UTILITY COMMISSION (.,pUC" OR "COMMISSTON"X

Yes. I have testified before the Commission on several occasions as shown on PAYYC

Exhibit MJG-3W.

WHAT IS THE PURPOSE OF YOUR TESTIMOI\iY IN THIS PROCEEDING?

My testimony will describe the water syste,rn including the source of supply, treatment, and

dishibution system ("System") currently owned by the Township of Valley ("Valley'') that

PAWC has agreed to acquire (the "Transaction"). I will also explain how the acquired

system will be integrated into PAWC's existing operations, describe PAWC's technical

fitness to run the system, and discuss the benefits of the Transaction.

a. cAtr You PLEASE DESCRTBE THE SYSTEM?

A. The Valley system has three Public Water System Identification Numbers ("PWSIDs").

Valley Springs (PWSID #: 1150185) has three permanent ground water wells. Prior to

entering the distribution system, the water is treated with sodium hypochlorite for

disinfection and pH adjusted by addition of sodium hydroxide. The systern received its

ground water rule certification in November 2011. The ma:rimum rated flow from the

teatnent system is 150 gpm. The Valley Springs system also supplements production

with purchased surface water from PAWC's Coatesville water system. Valley Crossing
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a.

A.

(PWSID #: ll50l97) purchases all its water from PAWC Coatesville. Villages ofHillview

(PWSID #:1150225) purchases all its water from PAWC Coatesville.

PLEASE DESCRIBE PIPE SIZES AND MATERIALS USED FOR THE

CONSTRUCTION OF THE DISTRIBUTION SYSTEM.

Based on the mapping that was available and provided by Valley, the dishibution system

is primarily constructed from ductile iron pipe. The approximate sizes and lengths are

listed in the table below.

Pipe Diameter and Material Approximate Pipe Length
6-inch DIP 12,599 ft
8-inch DIP 79,554 fr
lO-inch DIP 10,916 ft
12-inch DIP 10,814 ft
l4-inch DIP 1,250 ft
TOTAL 1r5.133 ft

PLEASE STATE WHETIIER TIIE SYSTEM CAI\[ PROVIDE AI\i N)EQUATE

SUPPLY OF WATER TO MEET PRESENT AND FTJTURE CUSTOMER

DEMANDS.

Based on the population projections and demand projections the system capacity is

adequate to meet present and future customer demands.

PLEASE STATE TIIE ELEVATIONS OF THE MAJOR FACILITIES AI\D

SERYICE AREA.

Please see Appendix A-lGf (CONFIDENTIAL) for a map showing the approximate

elevations of the existing facilities.
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DOES PAWC PROVIDE WATER SERVICE TO VALLEY, WEST CALN AND

EAST FALLOWFIELD TOWNSIIIPS?

Yes, presently PAWC provides water service in portions of Valley and East Fallowfield

Township and provides water service in most of West Caln Township. PAWC is acquiring

the wastewater syste,m in Valleyunder a separate application that will be filed shortly.

PLEASE PROYIDE AI\ OVERYIEW OF PAWC'S EXISTING WATER

OPERATIONS FACILITIES IN THT', VALLEY AREA.

PAWC's Coatesville operations center is located within one mile from Valley and houses

both the local operations team and operations support staff.

PLEASE DESCRIBE HOW PAWC WILL MANAGE THE DAY.TO-DAY

oPERATTONS OF TrrE SYSTEM ONCE rT rS ACQUTRED?

The System will be managed as part of PAWC's Coatesville water deparfrnent within

PAWC's Southeast Area operations. The Valley systems that receive water wholly from

PAWC (Valley Crossing, and Villages of Hillview) will be integrated into the PAWC

Coatesville water system. The Valley Springs system will continue to operate as a

standalone system. The Southeast Area provides a range of shared support services --

including purchasing, environmental compliance, health, and safety, meter reading,

customer service work and PA One Calls. The water and wastewater operations in Valley

will both be supported by common shared support senrices.
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1 a. ARE OTHER PAWC EMPLOYEES AVATLABLE TO ASSTST WrTH WATER

oPERATIONS, AS NEEDED?

A. Yes. Current PAWC ernployees in this area are supported by a shared support team

supporting corlmon functions such as payroll, purchasing, environmental compliance,

health, and safety. Employees in both the water and wastewater deparfinents will support

each other when appropriate and necessary, particularly in emergency situations. As

mentioned above, all operations and employees within PAWC and within the broader

American Water Works Company, lnc. ("American Water") footprint have access to each

other when circumstances require and/or when a very specialized skill or experience is

required to support all local issues.
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16

WILL THERE BE AI{Y UI\TNECESSARY DUPLICATION OF OPERATIONS

FACILITIES FOLLOWING TIIE ACQUISITION?

No, the System will be operated by PAWC's existing Coatesville syston. It will also have

the support of PAWC's surrounding operations as well as PAWC's operations throughout

the Commonwealth and American Water's nationwide resources.

t7

18 a. WHAT ARE THE ESTIMATED CAPITAL COSTS FOR THE SYSTEM?

19 A. The 5-year capital plan for the System is shown on PAWC Exhibit MJC'-lW.

2t a. IN YOUR OPINION, IS PAWC BETTER EQUIPPED THAN VALLEY TO

MAINTAIN EI\"VIRONMENTAL COMPLIANCE FOR TIIE SYSTEM? WHY?

20

5
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lA. Yes. PAWC can draw upon a much broader range of engineering and operational

experience, as well as deeper financial resources, to address the environmental compliance

challenges of the System. In addition, grvfl PAWC's existing platform in relation to the

operation of water and wastewater systems in neighboring communities, we believe that

PAWC is best positioned to provide those senrices on a cost-effective basis.

PAWC is the Commonwealth's largest investor-owned provider of water and

wastewater services. As a leading wastewater provider in Pennsylvania, PAWC brings

industry leading expertise and has extensive technical experience in upgrading, operating

and maintaining sewer facilities. PAWC is a recognizedleader in providing communities

in the Commonwealth with well-maintained and reliable water and wastewater service and

has extensive local knowledge due to our decades of experience providing water service to

neighboring communities.

PAWC currently employs approximately 1,100 professionals with expertise in all

areas of water and wastewater utility operations including engineering, regulatory

compliance, water and wastewater treafrnent plant operation and mainte'nance, distribution

and collection system operation and maintenance, material management, risk management,

human resources, legal, accounting, and customer service. As a subsidiary of American

Water, PAWC has available to it additional resources of highly tained professionals who

have expertise in various specialized areas. A 50-person team of American Water

corporate angineers has handled a wide variety of system evaluations, selecting treafrnent

processes and establishing sritical design criteria for water and wastewater freatnent

systans in order to improve operations and prioritize capital improvonents.
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I PAWC has an established track record of successfully managing large capital

investnent projects in order to provide reliable service to the communities it serves.

PAWC has an ongoing progfirm of capital invesfinent focused on systematically replacing

and adding new pipes, heatment and pumping facilities, and other water and wastewater

infrastructure; thereby minimizing customer disruption caused by infrastructure failure.

PAWC has funded in excess of $l billion in capital construction over the past five years

with expenditures expected to total $275 million to $300 million per year for the next five

years. Capital planning is performed by in-house engineering staff and operations to

establish capacity needs, regulatory impacts, service adequacy and reliability for PAWC's

wastewater systems. Project costs, altematives and risks are also determined.

Comprehensive periodic oversight of water and wastewater assets gives PAWC a clear and

objective view of needs and potential capital project solutions.

PLEASE DESCRIBE PAWC'S TECIINICAL FITNESS TO PROVIDE WATER

SERVICE TO VALLEY'S CUSTOMERS.

PAWC has approximately 670,000 active water customers across the Commonwealth, with

customers in 36 counties. A map of PAWCos current service territories is attached to my

testimony as PAWC Exhibit MJC,-2W. PAWC has had no material issues in complying

with the Pennsylvania Public Utility Code ("Code") or other regulatory requirements.

Moreover, PAWC has the resources, skill and expertise to respond to ever-increasing

environmental standards for the treafrnent of water and to manage the long-term

infrastructure issues inherent in water systems.
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I a.

A.

DOES PAWC MAINTAIN CYBER SECURITY, PHYSICAL SECURITY,

BUSINESS CONTINUITY, AI\D EMERGENCY PLAI\[S?

Yes. Cyber and physical security plans are maintained and monitored by American Water

for each of its subsidiaries. PAWC maintains emergency response plans and Operations

and Maintenance ("O&M") Manuals, both of which have operational business continuity

included within the plans and are updated each year. These plans are tested each year

through emergency response tabletop exercises. Each plan is overseen and managed by

various groups and individuals to provide overarching support to PAWC. These groups

are responsible for testing, reviewing, and updating their respective plan(s).

The deparffnents assigned to Physical Security, Emergency Response, Business

Continuity, and Cyber Security plans are as follows:

o Physical Security Plan - Operational Risk Management Security
(American Water Works Service Company, Inc. ("AWWSC"))

o Cyber Security Plan - Operational Risk Management Security
(Awwsc)

o Emergency Response Plan - Operations (PAWC)
o Business Continuity Plan - Operational Risk Management (PAWC)

and Operations (PAWC)

To protect physical and cyber resources, the designated groups have developed procedures

to ensure that PAWC operates in a safe, secure, and reliable environment. A major

commifinent in assuring plans are kept current is performing various testing on an annual

basis. Types of testing performed by AWWSC and PAWC include vulnerability

assessments, system operational testing, full scale exercises, media backups, and real-life

events.
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A. PLEASE DESCRIBE PAWC'S RELATIONSIIIPS WITH COMMISSION

EMERGENCY RESPONSE STAFF, PEIYNSYLVAI\IIA EMERGENCY

MANAGEMENT AGENCY STAFF', AI\ID LOCAL FIRST RESPONDERS.

A. PAWC has a stong working relationship with the Commission's Emergency Response

Staff. PAWC provides the Commission with emergency response numbers for all PAWC

operating areas each year. The Commission provides emergency numbers for its staff,

which PAWC disfributes to all PAWC's operating areas for inclusion in the PAWC

Emergency Response Plans. For those emergencies that warrant communication to the

Commission's Emergency Preparedness Liaison Officer ("EPLO"), PAWC has contacted

Commission staffnumerous times in the past to advise of situations and actions taken by

PAWC. Each year PAWC conducts emergency response tabletop exercises to test response

to emergency situations, including weather emergencies, contamination of supply, damage

to facilities, cyber-attack, and other perils. The Commissionos emergency response staff

has participated in those exercises each year since 2006. We also invite local first

responders to participate, such as fire departrnents, police departrnents, hazmat responders,

local prison personnel, as well as the Pennsylvania Deparfrnent of Environmental

Protection ("DEP"), and the Pennsylvania Governor's Office of Homeland Security

(*OHS") personnel. PAWC has participated in Pennsylvania Water/Wastewater Agency

Response Network ("PaWARN") and Pennsylvania Emergency Managernent Agency

(*PEMA") sponsored exercises over the years. Our current relationship with PEMA is

through the Commission EPLO and PaWARN.
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I a.

A.

PLEASE DESCRIBE PAWC'S PARTICIPATION IN PEI\NSYLVAIIIA'S ..ONE

CALL'' SYSTEM AIID THE RESOTJRCES THAT PAWC DEDICATES TO THE

PROGRAM.

All of PAWC's 36 dishicts are members of Pennsylvania One Call System Inc. and

complete excavator requested mark outs on a daily basis. Each distict has a minimum of

one person dedicated to completing dig notifications utilizing a third-party internet based

One Call ticket management system known as Korweb that is accessible via vehicle

mounted computers for real time response to any PA One Call dig notification.

DOES PAWC HAVE AI\t EMPLOYEE SAFETY PROGRAM?

Yes. American Water and PAWC have made safety a value and not just a goal. It is very

important to us that every employee and contractor return home safely every day. We

make safety a value instead of a goal because goals change, but values do not change.

Safety performance is fundamental to our Company's culture and key to its success.

Employees are expected to conduct themselves in a safe manner, in accordance with our

Health and Safetypolicy and with the Health and Safety Procedures and Practices Manual.

PAWC establishes, implernents, promotes and manages safety programs, activities and

haining that enable continued safety improvement, injury reduction and compliance with

applicable Federal, State and local requirements. Safety programs are developed and

implernented in accordance with Company policy and applicable practices and include:

Supporting practices that are developed, reviewed and updated to
provide guidance on safe performance of activities in the workplace
and are reflective of changes in organizational, operational and
regulatory needs;
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Stategic and priority development and implonentation of safety
improvements based on risk analysis of workplaces, work tasks and
related potential injuries and incidents;

Development of, and measurement against, specific Company and
external safety performance targets and safety accountabilities for all
employees;
Ongoing assessment and review of safety processes, activities and
supporting programs (including those related to other Company
policies, such as the Workplace Conduct and Behavior Policy) to
gauge effectiveness, identiffprogram gaps and pinpoint opportunities
for continued improvement;

Consistency of implementation and compliance with Company and
regulatory requirements across the enterprise; and;

Defined and monitored contractor qualifications and requirements for
safety performance in accordance with approved contact documents,
applicable laws and regulations.

WHAT EFFORTS, IF AIYY, WILL PAWC IINDERTAKE TO EDUCATE

CUSTOMERS REGARDING PAWC OWNERSHIP OF THE SYSTEM?

As the Transaction is nearing closing PAWC plans to produce bill inserts or onserts and/or

letters to customers to explain the fiansition, billing, payment options and other items

associated with the change in ownership. PAWC's website will also add content to help

educate customers and to address frequently asked questions.

WHAT, IF At[Y, CUSTOMER ENHANCEMENTS CAI\ VALLEY CUSTOMERS

EXPECT AS A RESULT OF THE TRANSACTION?

PAWC prides itself on providing superior customer service. As part of its commifrnent to

customer service, PAWC offers its customers a number of enhanced services, including

exte,nded call center hours, additional bill payment options, enhanced customer information

and education programs, and access to PAWC's customer assistance progfttm.
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CA}t YOU PLEASE PROVIDE ADDITIONAL DETAIL ON EACH OT' THESE

CUSTOMER SERVICE ENHANCEMENTS?

Yes. Customer Service. Our call center is available from 7:00 a.m. to 7:00 p.m., Monday

through Friday. Customers can also reach a customer service representative via email at

infopa@amwater.com. In addition, our customers have the ability to manage their account

via PAWC's "My H20" online portal. Finally, PAWC offers emergency support 24 hours

aday, seven days a week. All of this means that we are very responsive to our customers

and any issues they may have and will provide the same responsive approach to Valley's

customers once PAWC acquires the System.

Bill Payment Options. PAWC offers a number of bill payment options. Customers

have the option to receive paper bills through the mail or go paperless and receive their

bills electronically via the "My H20" on-line portal. Either wa5 customers can pay their

bill by mail, online, or ovetr the phone with a debit or credit card. They can also pay by e-

check or an electronic funds fransfer (which can be set up at the "My H20" online portal)

or pay in person at multiple authorized payment locations across the state. Additionally

customers will transition from a quarterly billing to a monthly billing cycle and will receive

a combined monthly bill from PAWC for water and wastewater services.

Customer Information and Education Programs. PAWC provides extensive

customer information and education programs that will be available to Valley's current

customers through brochures, bill inserts, and educational videos posted on PAWC's

website. Our customers always have full access to a wide range of topics, including

information on preventing sewer overflows, preventing frozen pipes, beneficially re-using

residuals from water treatment plants for community gardens, detecting and fixing silent
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toilet leaks, properly disposing of unused pharmaceuticals to keep them out of the

wastewater system, conserving water, installing expansion tanks, obtaining Fire

Departrnent Grants, and protecting customers from utility imposters.

Customer Assistance Programs. Finally, as new PAWC customers, Valley's

customers will have access to PAWC's customer assistance program called the "H20 Help

to Others Program." For water customers, this program offers two main services: (l)

grants of up to $500 per year and (2) a 15% discount on total water charges. Additionally,

customers who qualifu for the program may also qualiff to.receive a water saving kit which

includes, among other things, a low-flow shower head and low-flow faucet aerators.

DOES PAWC HAVE A PROGRAM TO PROTECT ITS CUSTOMERS AGAINST

UTILITY EMPLOYEE IMPOSTERS?

Yes, PAWC has developed communications tools and programs to regularly educate

customers about the tactics used by utility employee imposters and what homeowners need

to know to protect themselves. The communications vehicles include bill inserts, news

releases, social media posts and website information about imposter-related crimes and

precautions that customers can take. In addition, PAWC helped form the Keystone

Alliance to Stop Utility Imposters, a coalition of water, gas and electric utilities, along with

the Commission, Pennsylvania District Attomeys Association and Pennsylvania Chiefs of

Police Association, to launch a public awareness campaign using public service

announcements, print materials, posters and community presentations.
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PLEASE DESCRIBE PAWC'S CUSTOMER DISPUTE RESOLUTION

PROCEDURE.

PAWC is governed by Chapter 14 of the Code, Responsible Utility Customer Protection

Act, 66 Pa. C.S. $ 1401 et seq., and the Commission's regulations corlmonly known as

Chapter 56,52 Pa. Code $ 56.1 et seq. This law and Commission regulations provide the

process and procedures for customer billing, collections, payme,nt arangements, medical

certifications, Protection from Abuse Orders, termination of service, reconnection of

service, and customer dispute resolution procedures. PAWC has a customer compliance

team located in the Mechanicsburg office responsible for ensuring that customer disputes

and complaints are resolved in compliance with the Commission's regulations.

Additionally, the Company has a customer advocacy team located in the Mechanicsburg

office responsible for addressing any customer disputes and escalated concerns.
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14 a. To rrrE BEST OF YOUR KNOWLEDGE, DO VALLEY'S CUSTOMERS

15 CURRENTLY HAVE A PUBLIC OMBUDSMAN TO REPRESENT TIIEIR

l6 INTERESTS?

17 A. No.

18

le a. DO PAWC'S CUSTOMERS HAVE A PUBLIC OMBUDSMA}I TO REPRESENT

THEIR INTERESTS?

Yes. The Office of Consumer Advocate ("OCA") represents residential customers of

public utilities; the Office of Small Business Advocate (*OSBA') represents small

commercial customers of public utilities; and, the Commissionos Bureau of Investigation

2t A.
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a.

& Enforceme,nt (*I&E") represents the general public interest. Moreover, the Commission,

an independent regulatory agency, has regulatory oversight of matters involving public

utilities. The Commission and all of the public advocates are funded by regulatory

assessments on public utilities.

CONCLUSION

DO YOU BELIEVE PAWC HAS THE ABILITY TO PROVIDE SAF'E,

ADEQUATE, AIID RELIABLE WATER SERVICE TO VALLEY'S

CUSTOMERS?

Yes.

DO YOU BELIEVE THAT THE PROPOSED TRANSACTION WOULD RESULT

IN AI\ AFF'IRMATTVE PUBLIC BENEFIT OF A SUBSTAI\TIAL NATURE?

Yes. PAWC, as the largest investor-owned water and wastewater company in the

Commonwealth, will be able to provide an enhanced level of operational expertise and

customer service.
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a.
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t7 a. DoEs THIS CONCLUDE YOUR TESTIMOI\IY?

18 A. Yes. However, I resenre the right to supplement my testimony as additional issues and

t9 facts arise during the course of the proceeding. Thank you.
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Valley Water Capital Plan

YearAfterClosins I 2 3 4 5

Capital lmprovement
Safety s go.mo

Securitv S so,mo
SCADA S so,mo
GIS Survev S +s.om

Misc. improvements S loo,mo S so,om

Meter replacement s 110.(m s 110.000 s 110.0m

Distribution System I mprovements S zoo.sao S 2oo,G4o s 200,am S zm.oqo
Hil lview pump station i mprovements S loo,ooo S soo,mo S soo,mo
Val lev Sorings i mprovements S so,mo S rso.om
Reoccurri ng capital proiects S rss,ooo S r+s,om S 14s,mo S r+s,mo S r+s,ooo

Total s ss0.m0 s sss.640 s 70s.640 s 84s.540 S 8+s,sao
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Case Docket Number
Pennsylvania-American Water Company
Acquisition of Sadsbury Township Wastewater
Syste,m

Docket No. A-201 8 -3002437

Pennsylvania American Water Company
Acquisition of Borough of Kane Wastewater
System

Docket No. A-201 9 -301 4248

Pennsylvania-American Water Company
Acquisition of the Borough of New
Cumberland Borough

Docket No. A-201 6 -25441 5l

Pennsylvania-American Water Company
Acquisition of Borough of Royersford
Wastewater System

Docket No. A-2020-3019634

CASES PREVIOUSLY TESTIFIED IN

2t



VERIFICATTON

I, Michael J. Guntnrm hereby stat€ that the facts above set forth above are true and

correct to the best of my knowledge, information and belief, and that I expect to bc able to prove

the same at a hearing held in this matter. I understand that the stat€ments made herein are made

subjcct to the penalties of l8 Pa. Cons. Stat, $4904 relating to unsworn falsification to

authorities.

Engineer
Pennsy Watet Company

Dated: ()r,tobu.. 1, ZO zo

M



BEFORE THE
PEI\INSYLVAI\H PUBLIC UTILITY COMMISSION

In re: Application of Pennsylvania-American Water
Company under Section 1102(a) of the Pennsylvania
Public Utility Code, 66Pa C.S. $ I102(a), for approval
of (l) the fransfer, by sale, of substantially all of Valley
Township's assets, properties and rights related to its
water treafinent and distribution system to Pemnsylvania-
American Water Company, and (2) the rights of
Pennsylvania-American Water Company to begin to offer
or furnish water service to the public in Valley Township,
and in aportion of West Caln and East Fallowfield
Townships, Chester County, Pennsylvania

Docket No. 4-2020-3019859 et al.

DIRECT TESTIMOI\TY OF'
ROD P. NEVIRAUSKAS ON BEHALF OF

PEI{NSYLVANIA.AMERICATI WATER COMPAI\IY

Date: October9,2020 PAWC Statement No. 3W
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A.

DIRECT TESTIMOIYY OF
ROD P. NEYIRAUSKAS

INTRODUCTION

PLEASE STATE YOUR NAME AIID BUSINESS ADDRESS FOR THE RECORD.

Rod P. Nevirauskas, 852 Wesley Drive, Mechanicsburg, PA 17055.

BY WIIOM ARE YOU EMPLOYED AI\D IN WHAT CAPACITY?

I am employed by American Water Works Service Company ("Service Company'') as

Senior Director of Rates and Regulations for the Mid-Atlantic Division, which includes

Pennsylvania-American Water Company ("PAWC").

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROTIND ATID BUSINESS

EXPERIENCE.

I received a Bachelor's Degree in Economics from the University of Massachusetts. Since

beginning my employment with a subsidiary of the American Water Works Company, Inc.

(*AWW" or "American Water") in 1980, I have held various positions of increasing

responsibilities in rates and finance. In October 2004,I was named Director of Rates and

Regulations for the American Water Works Shared Services Center ("SSC''), a financial

senrices organization providing national support to AWW's subsidiary operating

companies. In 2005, I was promoted to the position of Director of Financial Services at

the SSC. In that capacity, I led the SSC Rates and Regulations group in supporting rate

case filings for all of AWW's regulated operating subsidiaries. On January 1,2009, I

assumed the position of Director of Rates and Regulations for the states of Pennsylvania,

Virginia and Maryland. In late 2011, AWW re-organized its divisional sffucture, and
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4

5

responsibility for rate and regulatory matters in West Virginia, Virginia and Maryland were

transferred to the Mid-Atlantic Division of AWW, of which PAWC is a mernber. On April

1,2017,I was promoted to Senior Director with regulatory responsibility for Pennsylvania

and West Virginia.

HAYE YOU PREVIOUSLY SUBMITTED TESTIMOI\TY BEFORE TIIE

PEI{NSYLVAI\IA PUBLIC UTILTTY COMMTSSION CIHE ..COMMISSION'D OR

"PUC"X

Yes. I have testified on ilrmerous occasions on behalf of utility subsidiaries of AWW in

support of rate filings and financings in the States of Connecticut, Rhode Island, New

Jersey, New Hampshire, Maryland, New York, Ohio, West Virginia and the

Commonwealths of Massachusetts, Virginia and Pennsylvania.

WHAT IS THE PTTRPOSE OF YOUR TESTIMOI\'Y IN THIS PROCEEDING?

My testimony first addresses the financial fitness of PAWC to acquire and operate the

water fteatne,nt and distribution systern ("System") currently owned and operated by

Valley Township ("Township"), which PAWC has agreed to purchase ("Transaction").

Second, my testimony addresses: (a) the identification of ratemaking rate base as required

in 66 Pa. C.S $ 1329 for PAWC's acquisition of the Syste,m; (b) the benefits of the

Transaction; (c) the customer notices associated with the Transaction; (d) an estimate of

the range of tansaction and closing costs incurred by PAWC; (e) an overview of the rate

provisions contained in the Asset Purchase Agreement (*APA") for PAWC's acquisition

of the System; (f) a recommendation regarding a separate cost of service study for this

6
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A.

acquisition; (g) a statement regarding PAWC's intentions with respect to accrual of certain

post-acquisition improvement costs and deferral of related depreciation; and, (h) the

authentication of certain Application appendices.

PAWC'S FINAI\CIAL FITNESS

PLEASE DISCUSS PAWC'S FINAI\CIAL FITNESS.

PAWC is the Commonwealth's largest water and wastewater provider, with total assets of

$5.3billionandannualrevenuesof$689millionfor2019. For2019,PAWChadoperating

income of approximately $330 million and net income of approximately $187 million.

These operating results produced cash flows from operations of approximately $355

million.

DOES PAWC HAVE TIIE OYERALL FINAI\ICIAL FITNESS AI\D ACCESS TO

CAPTTAL TO ACQUTRE THE TOWNSITP'S ASSETS?

Yes. PAWC has sffong operating cash flows and net income and, therefore, a strong

balance sheet. PAWC's strong operating and financial performance allows it to obtain

competitive interest rates for long-term debt financing and access to equity investments

from its parent company. PAWC is a financially-sound business that can financially

support the acquisition of the System as well as the ongoing operating and investment

commitnents that will be required to operate, maintain and improve those assets in serving

the public.
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Line of Credit

PAWC presently has liquidity through a $400 million line of credit through American

WaterCapital Corp.("AWCC'), awhollyowned subsidiaryofAmericanWater. PAWC's

shong credit ratings allow PAWC to obtain additional capacity on this line of credit.

Lone Term Debt Financine

PAWC carries a corporate credit rating of "A3" from Moody's lnvestors Services and an

"A" rating from Standard and Poor's Rating Services. PAWC obtains long-term debt

financing through AWCC at favorable interest rates and payment terms. When applicable,

PAWC also uses low-cost financing through the Pennsylvania Infrastructure Investment

Authority (*PENNVEST") and the Pennsylvania Economic Development Financing

Authority (*PEDFA").

Equitv Investments

PAWC may obtain additional equity investnents through American Water based on its

sfrong operating performance.

PLEASE EXPLATN HOW PAWC INTENDS TO FUND TIIE ACQUTSTTTON.

PAWC will initially fund the Transaction with short-term debt and will later replace it with

a combination of long-term debt and equity capital.

A. WHAT IMPACT, IF AIYY, DO YOU AITTICIPATE THAT THE ACQUISITION OF

THE SYSTEM WILL IIAVE ON PAWC'S CORPORATE CREDIT RATINGS?

a.

A.

5



lA. As stated above, PAWC does not anticipate that the acquisition of the Systern will have a

significant impact on its credit ratings.

r.AIR MARKET VALUE RATE BASE

PLEASE STATE TIIE RATE BASE REQUESTED IN THE APPLICATION

PURSUATYT TO 66 PA. C.S $ 1329.

The negotiated purchase price for the acquired water and wastewater assets is $20,575,000.

The purchase prices for each system and the average of the appraisals of the buyer's Utility

Valuation Expert ("UVE") and the seller's UVE are shown in the chart below:
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A.
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Water
Wastewater

Purchase Price
$7,325,000
$13,950,000

Average Appraisal
$11,051,185
$19,463,530
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Accordingly, the negotiated purchase prices totaling $20,575,000 are the fair market value

for ratemaking purposes under Section 1329 (i.e. the lower of the negotiated purchase price

and the average of the UVEs' appraisals). The fair market value as determined by the

Section 1329 process, in addition to the fransaction and closing costs described below,

becomes part of PAWC's rate base for ratemaking purposes. Note, however, that PAWC

reserves its right in future proceedings to make rate base claims related to the acquisition

as may othenvise be permitted under the Pennsylvania Public Utility Code ("Code").

PLEASE DISCUSS THE PUBLIC BENEFITS OF THE TRANSACTION.

The System's customers will be served by a large, financially sound company that has the

capability to finance necessary capital additions. PAWC is fit to provide safe and adequate

service to the Township's customers. Given its size, access to capital and its recognized

6
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1 strengths in system planning, capital budgeting and consfi:uction management, PAWC is

well-positioned from a financial, managerial and technical perspective to ensure that high

quality wastewater service meeting all federal and state requirements is provided to Ore

Township's customers and maintained for PAWC's existing customers. As discussed in

the testimony of PAWC wihress Michael J. Guntrum, PAWC's Senior Project Engineer,

PAWC Statement No. 2W, PAWC plans improveme,nts in the service to the Township's

water and wastewater customers over the next five years. Furthermore, the acquisition

furthers the Commission's goals of consolidation and regionalization of water and

wastewater systems within the Commonwealth. PAWC currently provides water for resale

and bulk wastewater treatment to the Township. As explained in PAWC witness

Guntrum's testimony in Statement No. 2W, this acquisition will enable PAWC to directly

provide dishibution and treatment service to the Township's customers, most of which are

cr.urently indirectly provided service by PAWC's Coatesville water and wastewater

freatnent plants.

The ratemaking rate base ofthe Transaction equates to an average of approximately

$4,386 per water customer and $4,464 per wastewater customer.l This average rate base

per customer is less than the average per-customer ratemaking rate base approved by the

Commission in other recent Section 1329 applications, including PAWC's recently

approved acquisition of the wastewater system assets of the Borough of Kane Authority,

at $8,697 per customef and the acquisition of the water system assets of the Steelton

I Water: $7,325,000 purchase price / 1,670 customers: $4,386.
Wastewater: $13,950,000 purchase price / 3,125 customers: $4,464.
2 DocketNo.A-2019-3014248,OpinionandOrderenteredJune 18,2020.$lT,560,000ratemakingratebaseapproved
(Recommended Decision p . 24) I 2,019 customers (p. 9) : average rate base of $8,697 per customer.
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Borough Authority ("Steelton") at $8,293 per customer.3 The Commission approved the

Kane acquisition on June 18,2020 and the Steelton acquisition on October 3,2019, finding

the settlements of the application proceedings to be in the public interest.

WIIAT IMPACT, IF AI[Y, WIL TIIERE BE ON TIIE RATES OF THE

TOWNSHIP'S CUSTOMERS AS A RESULT OF THE ACQUISITION OF TrrE

SYSTEM?

PAWC has committed to adopt, upon closing of the Transaction, the Township's current

minimum charge and consumption charge then in effect at the time of closing.

PAWC expects to propose to move the Township's rates toward consolidated rates

in future base rate cases. Subject to Commission approval, PAWC anticipates allocating a

portion of its wastewater revenue requirement to the combined water and wastewater

customer base, as permitted by 66 Pa. C.S. $ l3ll(c). As PAWC customers, the cost of

service to Township customers can be allocated among a larger group of customers,

thereby mitigating the per-customer impact of capital improvements and increases in

operating costs.
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18 a. WHAT IMPACT, IF AIyy, WILL THERE BE ON TIrE RATES OF PAWC'S

l9 CURRENT CUSTOMERS AS A RESULT OF THE ACQUISITION OF THE

SYSTEM?

3 Docket No. 4-2019-3006880, Opinion and Order entered October 3,2019 ("Steelton Ordef'). $20.5 million
ratemaking rate base approved @ecommended Decision p.36) 12,472 customers (Recommended Decision p. l0) :
average rate base of$8,293 per customer.
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lA. There is no immediate impact on the rates of PAWC's current customers. PAWC expects

to include the Township's wate,r and wastewater operations in PAWC's future base rate

filings. Any impacts on the rates of PAWC's existing customers would occur only upon

Commission approval as part of a base rate proceeding. A non-binding estimate of possible

rate impacts for existing customers is shown in Appendix A-18-d and discussed in the

Customer Notice section below. The Township's customers, asi part of PAWC's overall

customer base, will become part of PAWC's overall cost allocation. Nothing contained in

the APA would bind the Commission or other interested parties in futrue raternaking

proceedings.

I I a. DO YOU AIITTCIPATE THE TRANSACTION HARMING PAWC'S FINAI\ICIAL

t2 STATUS IN AI\[Y MAIYNER?

13 A. No, not at all. PAWC does not anticipate that the acquisition of the System will have a

t4 negative impact on PAWC's cash flows, credit ratings or access to capital and, therefore,

l5 will not deteriorate in any manner PAWC's ability to continue to provide safe, adequate,

l6 and reasonable service to its existing customers at just and reasonable rates.

t7

l8 CUSTOMER NOTICE

rs PAwc PRovrDrNG NoTICE TO CUSTOMERS OF THE ACQUISITION?

Yes. PAWC is providing notice ofthe acquisition to existing PAWC water and wastewater

customers as well as to the Township's water customers. The notices to PAWC customers

and Township water customers are attached to the application as Appendix A-lE-d. These

notices contain a non-binding estimate of the potential rate impact of the acquisition.
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I a. HOW WERE THE ESTIMATES OF POTENTIAL RATE IMPACTS

CALCULATED FOR THE NOTICES PROVIDED IN APPENDIX A.18.D?

These notices were prepared in accordance with the Steelton Order.a This Order approved

a Settlement in which PAWC agreed to the form and calculation of the notices for future

Section 1329 acqtisition proceedings ("Settlement").

In the Settlement, the Joint Petitioners (PAWC, the Commission's Bureau of

Investigation & Enforcernent ("I&E'), the Office of Consumer Advocate ("OCA"), the

Office of Small Business Advocate ("OSBA") and the Borough of Steelton) agreed to the

form of the notices to be sent to existing PAWC water and wastewater customers and the

notice to be sent to the customers of the system being acquired. The forms of the notices

were attached to the Settlement as Appendix E and Appendix F.

The Joint Petitioners also agreed to the Rate Impact Calculations for these notices.

Those calculations are discussed in more detail below.

A.

a. ARE THE NOTICES TO EXISTING PAWC CUSTOMERS AND THE

CUSTOMERS OF THE SYSTEM BEING ACQUIRED SUBSTATYTIALLY IN TIIE

FORM INDICATED BY APPENDIX E AIID APPENDIX F TO TIIE ABO\TE.

REFERENCED SETTLEMENT?

A. Yes. These notices were prepared in substantial compliance with the Settlement.

4 The Valley water system is a current bulk water customer of PAWC. Because the situation of the acquired system
being a bulk water customer was not addressed in the Steelton Settlement, the Company discussed the reflection of
these bulk revenues in the calculation with I&E, OCA and OSBA prior to filing. The notice contained in PAWC
Exhibit RPN-IW reflects the methodology discussed with these parties.
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16 A.

PLEASE SIMMARIZE TIilE CALCULATION OF THE POTENTIAL RATE

IMPACT SHOWI\I IN THE NOTICE TO THE TOWNSHIP'S CUSTOMERS.

As shown in Appendix A-18-d, the notice to Township customers shows the following

information regarding the potential rate impacts of the acquisition:

The 103% insrease shown in the chart above is calculated as 100% of the revenue

deficiency divided by the Year One revenues of the System.s The current average monthly

bill is calculated using the Township's existing water rates, which will be adopted by

PAWC at closing.6 The potential average monthly bill after acquisition is calculated by

increasing the current average monthly bill amounts by the 103% insrease. This

methodology was used to comply with the Settlement at Docket No. A-2019-3006880

(Exhibit G). Please refer to PAWC Exhibit RPN-IW for the calculation of the customer

notice.

PLEASE ST]MMARIZE THE CALCULATION OF TIIE POTENTIAL RATE

IMPACT SHOWN IN THE NOTICE TO PAWC WATER CUSTOMERS.

As shown in Appendix A-18-d, the notice to PAWC's existing water customers shows the

following information regarding the potential rate impacts of the acquisition:

5

6

7

8

9

10

5 See note 4, above.
6 As discussed in the APA Rate Provisions section below, PAWC intends to bill customers on a monthly basis, and
Valley's existing quarterly rates arc prorated for purposes of calculating montlly biUing. The Township's existing
rates are shown in Appendix A-lE-a.

Valley Township Water Customers

Rate Class Averaqe Usage

Average Monthly
Bill at the

Township's
Rates at Closins

Potential Average
MonthlvBill

Potential
Increase

Residential 3,630 gaUmonth $30.0s s60.91 t03%
Commercial 22,000 saVmonth $156.24 $316.70 l03o/"

Industrial 476.000 eaVmonth s3,969.84 s8,046.87 103%

t7
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PAWC Existing Water Customers

Rate Class Average Usage

Average
MonthlyBill

at PAWC
Zonel,

Current Rates

Average Monthly
Bill at PAWC Zone

I Curreirt Rate
Adjusted for

Potential Impact of
Acouisition

Potential
Increase

Residential 3,630 gaVmonth $60.8s $60.91 0.r%
Commercial 22,000 gaUmonth $291.80 $292.09 0.lo/o

Industrial 476,000 gaUmonth $4,530.44 s4,534.97 0.lo/o

I
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The 0.1% percentage increase shown in the chart above represents the potential

impact on PAWC water customers of the Act I I allocation to water customers. This

allocation to water customeni is divided by PAWC's applicable water revenues, which

were $667,585,862 in PAWC's most recent base rate case.7

The current average monthly bill is shown at PAWC's current Zone I rates and the

average usage for each customer class as reflected in the filing of PAWC's most recent

base rate case (Docket No. R-2017-2595853). The average monthlybill for PAWC Zone

I customers after acquisition is calculated by increasing the current average monthly bill

amounts by the 0.1% percentage increase, which was calculated as explained above. This

methodology was used to comply with the Settlernent at Docket No. A-2019-3006880

(Exhibit G). Please refer to PAWC Exhibit RPN-IW for the calculation of the customer

notice.
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ls a. Do You HAVE ArYY FLTRTHER COMMENTS ON TrrE CUSTOMER NOTTCES

PAWC IS PROVIDING IN THIS PROCEEDING?

7 Consistent with the Steelton Settlemen! the 2017 base rate case is considered PAWCs most recent base rate case.

PAWC has a base rate case pending before the Commission. The Settlement indicates that the notice will be revisited
by the parties after the conclusion ofthis base rate case.

16

t2



1A. Yes. As discussed above, the calculation of estimated potential rate impacts to PAWC and

Township customers were performed in conformance with the PAWC's Settlement at

Docket No. A-2019-3006880. Ultimately, my rate impacts of the acquisition will be

determined by the Commission in future base rate proceedings.

TRANSACTION AI\ID CLOSING COSTS

PLEASE DESCRIBE THE ESTIMATED TRANSACTION AIID CLOSING COSTS

FOR THE TRANSACTION.

As set forth in the Commission's Final Implementation Order at Docket No. M-2016-

2543193, transaction and closing costs include the Utility Valuation Expert ('.IJVE")

appraisal fees and the buyer's closing costs, including reasonable attomey fees. In

accordance with the Final Implementation Order and fraditional rate,lnaking principles,

reasonable hansaction and closing costs are not to be decided in this Application

proceeding; instead, PAWC must justiffthe costs by a "preponderance of the evidence" in

a future base rate proceeding.

As a practical matter, the exact extent of such costs cannot be known at the time of

filing the Application and will not be finallyknown until after closing of the Transaction.

The costs depend on a number of variables, including whether this Application is settled

or fully-litigated. PAWC will track such costs and incorporate them into rate base in a

future base rate proceeding as appropriate. Nevertheless, attached to the Application as

Appendix A-10 is PAWC's estimate of the anticipated range of hansaction and closing

costs (approximately $441,000 to $656,000).
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I APA RATE PROYISIONS

a. PLEASE PROVIDE Alt OVERVIEW OF THE RATE PROVTSTONS OF THE ApA.

A. Section 7.03 of the APA, dated as of December 17,2019, contains provisions related to

rates. PAWC has committed to adopt, upon closing of the Transaction, the Township's

current minimum charge and consumption charge then in effect at the time of closing.

The initial rates to be applicable to the former Township water customers are set

forth in the pro forma tariff supplernent attached as Appendix A-12 to the Application.

Syste,m customers will be governed by rates for new Valley Rate Zone "XX." The current

usage rate (consumption charge) utilized by Valley is a rate per thousand gallons beyond

10,000 gallons per quarter. The Township's customers are currently billed quarterly.

Under PAWC ownership, and set forttr in the pro forma tariff supplement, attached as

Appendix A-12, the usage rate per thousand gallons is converted to a usage rate per

hundred gallons, beyond 3,400 gallons per month. This billing per 100 gallons corresponds

to how all other PAWC customers are billed. PAWC intends to bill customers on a monthly

basis, and Valley's existing rates will be prorated for purposes of calculating monthly

billing. Valley does not currently bill for fire protection, and PAWC will adopt this practice

wrtil its next rate case.
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DO THE RATE PRO\ISIONS OF THE APA INCLUDE A RATE

STABILIZATION PLAII AS DEFINED BY SECTION 1329?

The APA does not set forth or require a "rate stabilization plan" as defined by Section

1329(E). Therefore, PAWC is not required under the Final Implementation Order at22

t4



1 Docket No. M-201 6-2543193 to provide testimony, schedules, and work papers in support

of a rate stabilization plan.

Section 1329(9) defines a"rate stabilization plan'o as "[a] plan that will hold rates

constant or phase rates in over a period of time after the next base rate case." As detailed

in Section 7.03 of the APA, PAWC will be charging the Township's current rates (but not

other charges) as PAWC's base rates within the service territory. The APA provides that

PAWC shall not propose to increase base rates until after the second anniversary of the

Closing Date.

The Township is not included in PAWC's base rate case that is currently pending

before the Commission. PAWC does not anticipate that the Township's rates will be held

constant after the next base rate case and therefore the APA provision does not fall within

the definition of a'orate stabilization plan" as defined by 66 Pa. C.S. $ 1329. Interested

parties will have an opportunityto participate in the first base rate case in which the System

is included and address issues, including cost allocation, as appropriate.

Moreover, while the APA contractually restricts PAWC from proposing an increase

in base rates until after the second anniversary ofthe Closing Date, I am advised by counsel

that nothing in the APA purports to restict the Commission's authority to set rates that it

considers to be 'Just and reasonable" in the context of a base rate proceeding or otherwise.

As such, the instant application does not propose a"rate stabilization plan" for approval by

the Commission. In a previous Section 1329 proceeding, the Commission stated the
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2

following regarding the relationship between rate commitnents and rate stabilization

plans:8

The ALI determined that therate commitmentprovision contained in the APA does
not trump the Commission's ultimate authorityto set and allocate rates. We agree.
Here, the APA provides firm, unqualified guarantees to the seller as a terrn of the
APA. However, it does not purport to hold rates constant or phase rates in over a
period time after the next base rate case. It offers no tariff language for us to
approve. Thus, we decline to hold that the rate commitnent constitutes a rate
stabilization plan pursuant to Section 1329(9) of the Code."), reversed on other
grounds, McCloskeyv. Pa. Pub. Util. Comm'n,195 A.2d 1055 (Pa. Cmwlth.2018)
("AquaNew Garden").

PAWC was careful in negotiating the APA to respect the statutory authority of the

Commission to set just and reasonable rates.

In its pending base rate case, PAWC has asked the Commission to approve tariff

provisions allowing for a Regionalization and Consolidation Surcharge ("RCS"). The RCS

would reduce regulatory lag in the recovery of the capital invesffnent being made by

PAWC in order to regionalize and consolidate its systern through acquisitions. This

regulatory lag results from PAWC's adoption of the rates being charged by the selling

municipality at the time of the acquisition ptrsuant to the requirements of Section 1329 --

which, in some instances, are substantially below the costs of providing service to the

customers of the acquired system. The proposed RCS would allow PAWC to recover the

reve,nue requirement shortfall resulting from the acquisition in a more timely manner. The

System, however, is not included in PAWC's pending base rate case and, because of

Section 1329's requironent to adopt existing rates for acquired customers, the RCS would

not apply to System customers under the proposed tariffprovisions.

8 See Application of Aqua Pennsylvania Wastavater, Inc. Pursuant to Sections 1102 and 1329 of the Public Utility
Codefor Approval of its Acquisition of the Wastewater System Assets of New Garden Tovnship and the New Garden
Township Sewer Authority, Docket No. 4-2016-2580061 (Opinion and Order entered hn 29, 2017), pp. 4142.
Intemal footnote omitted.
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Exclusion of Township customers from the RCS does not make Section 703(a) of

the APA a rate stabilization plan because, as discussed above, approval is not being

requested in this proceeding. See AquaftrIew Garden. If approved in PAWC's pending

base rate case, the RCS would be a tariffprovision with the force and effect of law - not a

rate stabilizationplan. Under Section 1329, PAWC must adopt the existing base rates of

the acquired customers, with the specific exclusion of the DSIC (as discussed below).

Systerr customers would be exempt from the RCS until the next base rate case because of

the mandates of Section 1329 and the Commission-approved tariffadopting the RCS; not

as the result of any contractual obligation between PAWC and the Township under the

APA.

DOES PAWC SEEKTHE AUTHORITY TO CHARGE NON.BASE RATES PRIOR

TO PAWC'S FIRST BASE RATE CASE IN WIIICH THE SYSTEM IS

INCLUDED?

Yes. PAWC is requesting authority from the Commission to approve collection of a

distribution system improvement charge ("DSIC") related to the System in the future, prior

to the first base rate case in which the System plant-in-seruice is incorporated into rate

base. PAWC would not begin charging a DSIC until the eligible Systeur plant is approved

by the Commission in an amendment to PAWC's Long Term Infrastnrcture Improvement

Plan for water.
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A.

POST.ACOUISITION IMPROVEMENT COSTS

PLEASE STATE YOUR TINDERSTATIDING OF SECTION 1329 WITH RESPECT

TO POST-ACQUTSTTION TMPROVEMENT COSTS.

I am advised by counsel that Section 1329(f) allows "an acquiring public utility's post

acquisition improvements that are not included in a dishibution system improvement

charge [to] accrue allowance for funds used during consfruction ["AFUDC"] afterthe date

the cost was incurred until the asset has been in service for a period of four years or until

the asset is included in the acquiring public utility's next base rate case, whichever is

earlier." Section 1329(D also provides that "[d]epreciation on an acquiring public utility's

post acquisition improvements that have not been included in the calculation of a

distribution systern improvonent charge shall be deferred for book and ratemaking

purposes."

DOES PAWC TNTEND TO ACCRUE AFUDC FOR POST-ACQUISTTION

IMPROVEMENTS?

Yes. As summarized in the Direct Testimony of PAWC Wibress Michael J. Guntrum,

PAWC's Senior Project Engineer, PAWC Statement No. 2W, PAWC will be making post-

acquisition improvements to the System. As such, PAWC will likely accrue AFUDC

consistent with what is permitted under Section 1329. PAWC will address any claims for

AFUDC in the first base rate proceeding in which the Authority's assets are included.
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DOES PAWC INTEND TO DEFER DEPRECIATION ON NON-DSIC.ELIGIBLE

POST-ACQUTSTTTON TMPROVEMENTS FOR BOOK Ar\D RATEMAKING

PURPOSES?

Yes. Section 1329(f) permits such deferral of depreciation. The statute appears to allow

deferral without specific Commission approval; however, out of an abundance of caution,

PAWC is specifically petitioning the Commission, as part of this Application proceeding,

for permission to defer the depreciation for book and ratemaking purposes.

COST OF SERVICE STUDY

PLEASE PROYIDE AI\t OVERVIEW OF THE SEPARATE COST OF SERYICE

sruDy ("coss") pRovIsIoN oF pRroR PAwc SECTION 1329

ACQUTSITTONS.

As part of the settlement of prior Section 1329 acqtisition proceedings, PAWC has agreed

that in the next base rate case, PAWC will submit a cost of service study removing the

revenues, expenses and rate base associated with the acquired system and will submit a

separate cost of service study for the acquired syston.e

PLEASE DISCUSS WHETHER PAWC SHOI]LD BE REQUIRED TO PROVIDE

A SEPARATE COSS FOR VALLEY IN PAWC'S NEXT RATE CASE.

As discussed above, Valley is currently a bulk water and wastewater customer of PAWC.

Upon acquisition, the Valley customers will be direct PAWC customers and will continue

to be served by PAWC's Coatesville water and wastewater treafrnent plants. I believe it is

e See, for example, the Steelton settlement referenced above, paragraph 23

22

t9



I appropriate that Valley be included in the COSS that includes the Coatesville water

heatnent plant rather than in a separate COSS. By including Valley in this COSS, the

Valley system would also be part of the depreciation study that will be performed for the

service area including Coatesville. In my opinion, this is preferable to establishing separate

depreciation rates for Valley, which is and will be physically connected to the Coatesville

system.

Additionally, as stated previously, PAWC expects to propose to move the

Township's rates toward consolidated rates in future base rate cases. Under these

circumstances, a cost of service study for the Valley System would be of limited value in

PAWC's next base rate case. In my opinion, the expense of a separate cost of service sfudy

would not be warranted by the benefits to be gained from such a study..

AUTHENTICATION OF APPLICATION APPENDICES

ARE YOU FAMILIAR WITH THE APPLICATION FILED BY PAWC IN THIS

PROCEEDING?

Yes, I helped to prepare several of the appendices in support of the Application and I have

reviewed the final version of the Application and the appe,ndices.

PLEASE IDENTIF"T WIIICH APPLICATION APPENDICES WERE PREPAREI)

BY YOU OR TINDER YOUR SUPERVISION AIYD CONTROL?

Appendix A-10 is PAWC's estimate of the anticipated range of transaction and closing

costs. T\e pro forma tariff *tpplement is attached as Appendix A-12 to the Application.

In addition, based on financial statements provided by the Township and on PAWC's
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audited financial statements, the following appendices were prepared: Appendix C

(balance sheet of the Township as of Decerrber 31, 2}l9),r0 Appendix D (audited balance

sheet of PAWC as of December 31, 2019), Appendix E (income statement of the

Township for the 12 months ended December 3l,2}l9),rr Appendix F (audited income

statement ofPAWC forthe 12 months ended Decernber 31,2019),Appendix GQroforma

balance sheet of PAWC, gving effect to the transfer), Appendix H @ro forma

consolidated income statement of PAWC and the Township for 12 months) and Appendix

K (estimated annual revenues and expenses).

HOW WERE APPENDICES A-10, A-12, APPENDICES C THROUGH H, AND

APPENDIX K PREPARED?

I reviewed the financial information of PAWC, to which I have direct access, and I

reviewed the financial and rate information provided by the Township, to which I received

access through the Transaction due diligence process.

l0

l3

ll

t2

t4

a.

A.

t5

16 a. ARE APPENDICES A-10, A-LZ,APPENDICES C TIIROUGIT H, ANID APPENDIX

t7 K TRUE AI\[D CORRECT TO THE BEST OF YOUR KNOWLEDGE,

l8 INFORMATION, AND BELIEF?

19 A. Yes.

l0 Valley does not have a separate balance sheet for the water system. All balance sheet items are reflected on a
Township-wide basis. As such, the balance sheet shown for Valley in Appendix C is blank
ll Valley does not have a separate income statement for the water system; however, the information in Appendix E is
provided based on information separately identified for the system in the audited Annual Audit and Financial Report.

2t



I CONCLUSION

2 a. DOES THIS CONCLITDE yot R TESTIMOTYY?

3 A. Yes. However, I reserve the right to supplement my testimony as additional issues and

4 facts arise during the course of the proceeding. Thank you.

22



Penniylvanla Anrcrican watcr Compsny
Acqubit'ron of Watcr Arslts of the Vaky fownship
Docket No. 4202G3019t59

Valley Township Water Customers

Watrr

Rate Class Average Usage

Averate Monthly Bill at
Valley Township

Rates at Closinr

Potential Averate
Monthly Bill

Potential lncrease

Residential 3,630 rallmonth s30.0s s50.91 530.86 or 103%

Commercial 22,000 rallmonth s156.24 s316.70 i150.46 or 103%

lndustrial 475,000 rallmonth s3.969.84 s8.046.87 I 4,077.O3 or 103%

PAWC Current Customers

Water

Rate Class Avera8e UsaSe

Average Monthly Bill

at PAWC Zone 1

Current Rat6

Aver{e Bill at PAWC Zone 1

Curent Rates Adjusted fot
Ibtential lmpact of A.quistion

Potential lncrease

Residential 3,630 sallmonth s60.85 s60.91 50.06 or 0.1%

Commercial 22,O00 rallmonth s291.80 s292.Gr 50.29 or 0.1%

lndustrial 475,q)0 rallmonth s4,530./t4 54,s34.97 54.53 or 0.1%

PAWC Exhibit RPN-1W

Page 1 of 5



Pcnnsylvan'ra Amarlcan water Company

Acqulsltlon of Water Arscts of the Valley Townshlp
Docket 1{o. A-202G3019859

Valley Township Water

Rate lmpact L02.7%

Total S50.91

PAWC - Water

Rate lmpact

Total

Rate lmpact

Total

Rate lmpact

Total

PAWC Exhibit RPN-1 W

------So06-slo:8e 0.1%

s60.91

o.7%Rate lmpact

Total

to2.7%-J-60.46
S316.70

S0.29

s292.09

0.1%Rate lmpact

Total

702.7%

5+or?.ot
s8,046.87

-----14s3

Residential

Minimum
Charre S28.12

35.30 0.840c 1.93

34.00

s30.0s

Zone 1 - Residential

sl8" Service Charge S16.so

35.30 L,22L7 t14.35

s60.8s

Commercial

Servlce Charee s28.12

220.00 0.8'00 L56.24

34.00

S155.24

1- Commercial

Service Charre s41.50

150.00 L.2205 195.28

50.00 0.9153 54.92

220.00

s291.8C

lndustrial

Service CharR€ s28.12

4760.00 o.840c

34.00

s3,969.84

Zone 1 - lndustrial

2 Service Charge S195.3s

150.m 1.1843 189.49

4,600.00 0.9010 4,L44.64

4760.00

4.530.44

Page 2 of 5

54,s34.97



Fu[COS - lmre of htcrt rc.ppllcdtoV.llruforrt3hlpW.E Cll3bmG]r

nerrenue Requirement lncreese

Current Valley Township water revenues

E3dmstrd hcrlarc to wa3tctxiatcr qratooEr!

s 722,220

701000

IOLfr

lmoum of lncnara allocrEd b uatlrd|3toma'3:
RerEnue Rcquirement lncrease s 722,220

PAWC water cust. rev. (R-2017-2595853 Proof of Ranenues Excludes OWR & Contract Sahs)

Ertlmatrd lncttara to W!t!; CurtomGrs

550,769,554

0.lx

PAWC E)dribft RPN-IW

Page 3 of 5



Pcnnsyhnnh Aatrlcan W.t r Complny
Acqubltlon ol Wrt r &3.ti of tlir V.ltcy Towmhlp
Doclct I{o. A.2@G3019E59

Rcrrcnuc ncqulrcmcnt lnorrsr

Rate Base

Rate of Return %

Rat€ of Retum

o&M

Tares Other

Depreciadon

Taxes

Revenue Requlrement

Add Bulk Water Revenues (45E6 of per boola 2019)

Valley Townshlp Water Year-l Rer€nu*

Total Rqlenue Deftclency lRev. Req. + Bulk Rev. - Year 1 Ran.)

s 2325,m0 AppendixA"ll

7.81% See calqllations

572,(m

362,m0

15,000

1s0,000

152,m0

1,251,(m

Appendix I

Appendix K

Appendix K

See Calculations

764,220

703,m0 Appendix (

722,220

PAWC Exhlblt RPN-IW

Pate4 of5



Summary

wastewater

ReYenue Reouirement
Rate Base

Pretax ROR %

Pretax ROR

Plus: O&M Expense

Taxes Other
Depreciation

Total Revenue Requirement

lncome Tax Calculaton
Revenues

Less: O&M Expense

Taxes Other
Depreciation

lnterest
SlTTaxable lncome

State lncome Tax Rate

State lncome Tax

FIT Taxable Income

Federal lncome Tax Rate

Federal lncome Tax

Total lncome Taxes

lnterest
Rate Base

Weighted Cost of Debt

Capital

Structure

s 7,325,000

LO.02%

7y,@o
352,000

15,000

150,000

1,261,000

s 7,261,@O

362000
15,000

150,m0
173,000

561,000

9.99%

s6,000

505,000

27.N%
106,000
162,000

s 7,32s,000

2.36%

s 173,000

Cost WeiShted

Cost

Revenue

Multiplier
Revenue

RequirementRate

Lont-Term Debt

Preferred Stock

Common Equity

Rwenue 'Multplier
Statutory State Tax Rate

Statutory Federal Tax Rate

1- State Tax Rate

Fed Rate Times (l-State Tax Rate)

Effective Tax Rate

1-EffTax Rate

Reciprocal

44.89%

o.t7%
54.94%

5.2s%

8.66?6

9.9tr4

0.0999

0.21

0.9001

0.189021

0.288921

o.7L7079

1.40531

PAWC B(hibit RPN-IW

Page 5 of5

2.36%

0.01%
s.44%

1.40631

7.N637

2.36%

o.o7%

7.65%

78L%

Cost of Equity for Distribution System lmprovement Charge (DSIC) 9.90% M-202G,3019868

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

70.o2%



VERIFICATION

I Rod P. Nwirarnkas hereby state that tlre fcots abovc s€t forft above aro true and correct

to the bost of my lurwled$. information and belid ard thet t expeot ts be ablc to provc the

samc at a hoariag held in this matterr. I undessted &at the ststmfrffi made herein are made

subjoct to the penaltie of 18 Pa Cons. St&t. $4904 rclatingto wuiwom falsificetioo to

authorities.

Rod . Netrimnskss, Sf. Rates and Reguletion
Pennsylvarda-American Watar Co'mpauy

Datod: flckbr,- ?, Ti eO



BEFORE THE
PEIINSYLVAI\IA PUBLIC UTILITY COMMISSION

In re: Application of Pennsylvania-American Water
Company under Section I102(a) of the Pennsylvania
Public Utility Code, 66 Pa C.S. $ I102(a), for approval
of (l) the tansfer, by sale, of substantially all of Valley
Township's assets, properties and rights related to its
water treatnent and distribution system to
Pennsylvania-American Water Company, and (2) the
rights of Pennsylvania-American Water Company to
begn to offer or furnish water service to the public in
Valley Township, and in a portion of West Caln and
East Fallowfield Townships, Chester County,
Pennsylvania

Date: October7,2020

Docket No. A-2020-3019859 et al.

DIRECT TESTIMOI\TY OF
JEROME C. WEINERT, PE, ASA, CDP

UTILITY VALUATION EXPERT
SELECTED BY

PENNSYLVANIA-AMERICAII WATER COMPAI\'Y

PAWC Statement No. 4 W
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0.

A.

DIRECT TESTIMONY OF JEROME C. WEINERT

Please state your name, business address, and occupation.

My name is Jerome C. Weinert. My business address is 8555 West Forest Home Avenue,

Suite 201, Greenfield,W 53228. I am a Principal and Director of AUS Consultants, Inc.

("AUS Consultants"). This testimony was prepared by me.

Please describe your qualilications and indicate if you are registered as a Utility

Valuation Expert with the Pennsylvania Public Utility Commis5isn ("PUC" or

"Commission").

My curriculum vitae ('CVo') is attached to my report and this testimony. PAWC Exhibit

JCW-I. AUS Consultants is a registered Utility Valuation Expert with the PUC. We

obtained that registration in 201 6 and were informed of our renewal by the PUC's Secretary

on January 13,2020.

What is the purpose of your testimony?

This direct testimony provides clarification and explanation of the appraisal I provided to

Pennsylvania-American Water Company (*PAWC"), the "Acquiring Public Utility"

pursuant to 66 Pa. C.S. $ 1329(a)(5) and in accordance with the Uniform Standards of

Professional Appraisal Practice ("USPAIr") (2020-202 I Edition).

Are you advocating for any party or outcome?

No. The Ethics Rule of the USPAP, applicable here pursuant to 66 Pa. C.S. $ 1329(a)(3),

requires that I perform the appraisal with impartiality, objectivity, and independence, and

without accommodation ofpersonal interests. In addition, the USPAP Ethics Rule requires
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2

DIRECT TESTIMONY OF JEROME C. WEINERT

that I not perform the assignment with bias, that I must not advocate the cause or interest

of any party or issue and that I must not accept an assignment that includes the reporting

of predetermined opinions and conclusions.

a. Do you have any afliliation with either VaIIey (the "Selling Utility" pursuant to 66 Pa.

C.S. $ 1329(a)(5)) or the Acquiring Public Utility?

A. No. Other than the current assignment to provide the subject appraisal, and similar on-

going assignments to provide appraisals of other utility systems, I have no business or

personal relationships with any party to the proposed acquisition.
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What is your fee arrangement to deliver the appraisal?

A copy of the fee arrangerrent is included with the Application as Appendix A-7.1. In

surlmary, AUS Consultants are to receive $25,200 plus expenses in compensation for our

appraisal.

Will you receive that fee regardless of whether the Commi3sisn approyes the

proposed transaction or whether it closes?

Yes. 66 Pa. C.S. $ 1329(aX3) mandates that I comply with the USPAP when developing

my appraisal. Under the USPAP, I cannot perform the appraisal with bias and acceptance

of a fee contingent on a particular outcome like closing or Commission approval would

violate that Ethics Rule.

2
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3

DIRECT TESTIMONY OF JEROME C. WEINERT

1Q. Have you prepared any exhibits, schedules, or appendices to accompany your direct

testimony?

Yes. The appraisal I submitted to the Acquiring Public Utility pursuant to Section

1329(a)(5) is included in the Application as Appendi* A-5.1. The appraisal includes a

narative and supporting exhibits in sections. All were prepared under my supenrision and

confrol. Also, as stated above, attached to this testimony as PAWC Exhibit JCW-I is my

CV.

A.

9 Q. Please summarize your results of the application of the cost, market, and income

4
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7

10

ll A.

l4

15 a.

16

t7 A.

l8

l9

approaches to valuation.

The summary results of the cost, income, and market approaches is presented below

l2

13

Appraisal Approach
Cost

lncome
Market
Appraisal Conclusion

Value lndicator
t,-,6&,026
11,528,534

11,269,42O

Weight
50,6

W,
70,6,

Wtd Value lndic4tor
5,832,013
4,611,4]4
t,t26,942

11,570,369

Please describe any assumptions, extraordinary assumptions, hypothetical

conditions, and/or limiting conditions that you applied to the valuation.

The major assumptions and limiting conditions used in preparing our appraisal of the

Valley Township ("Valley'') Water Systan ("System") are described in our appraisal report

"Fair Market Appraisal Report of Valley Township (PA) Water System, as of December

3
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DIRECT TESTIMONIY OF JEROME C. WEINERT

17,2019." Beyond the above-described assumptions, there are no exhaordinaryl or

hypothetical2 assumptions (as defined in the 212}-2021edition of USPAP).

IIow was each assumption used and what was its result?

The assumptions are detailed in my appraisal report and are discussed furttrer in this

testimony.

a. IIow did you develop the weighting applied to each approach in your appraisal and

why are the individual weights you chose appropriate for this proposed transaction?

For the cost approach I chose a weighting of 50o/o. It is my opinion that this weighting is

appropriate for the cost approach because the major purpose of this appraisal is to be an

input to the Commission's establishment of cost for future ratemaking and the cost

approach conclusion is directly reflective of the property cost.

For the market approach, I chose a weighting of l0Yo. It is my opinion that this

weighting is appropriate for the market approach because while the market approach

provides some information as to the value of the property, establishing comparability

between the individual sales to the subject property is difficult and uncertain therefore

requiring less weight of the market approach and the l0% weight accomplishes that

objective.

A.

I Exhaordinary assumption: an assignment-specific assumption as of the effective date regarding uncertain
information used in an analysis which, if found to be false, could alter the appraiser's opinions or conclusions. 2020-
2021 USPAP page 4.
2 Hypotlretical condition: a condition, directly related to a specific assignment, which is contrary to what is known by
the appraiser to exist on the effective date of the assignment results, but used for the purpose of analysis. 2020-2021
USPAP page4.
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For the income approach, I chose a weighting of 40%. It is my opinion that this

weighting is appropriate for the income approach because the income approach reflects the

value of the property's return to the property's owner. T\e 40% weight accomplishes that

objective.

Did you conduct an on-site inspection of the $slling Utility's assets, and if so, what

was its result on the appraisal?

Yes. AUS Consultants conducted an on-site inspection of Valley's water assets during

June 2020. The on-site inspection was mainly used to provide an overview of the System

and verifu its condition.

lYhat Utility Earnings Report was used to create the capital structure used in your

appraisal?

I used a market required capital structure based on an analysis of the market capital

structure analysis (detailed in the Cost of Capital / Required Retum portion of our appraisal

report). Information used in developing the market capital sfiucture was obtained from

financial statistics reported in Value Line Inveshrent Survey for the water / wastewater

industrypublished in their January 10,2020 issue.

lYhat capital structure was used in your appraisal?

The capital structure used in my appraisal is included below

a.

A.

10
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3 Cost Aporoach
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Regarding your application of the cost approach, what method did you use to

determine the cost approach result (e.g. original cost, replacement cost reproduction

cost)?

I used the replacement cost method.

Please explain why you chose the replacement cost method.

I chose the replacement cost method because it is considered the proper starting point for

a cost approach. Replacement cost reflects the appraisal date cost of providing the

property's functionality and capacity at the appraisal date using recognized materials and

labor costs.

What index did you use for that method?

I used the Handy Whifinan Index of Public Utility Construction Costs for the Water

Industry (North Eastern US Region), AUS Telephone lndex (General Plant), and various

United States Bureau of Labor Statistics cost index series.
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Under your application of the cost approach what assets did you value or trend

differently from other assets and why was that necessary?

I costed each property account with cost trends appropriate for the property contained in

the account. As such, the costing of each property account may differ from account to

account. It is my opinion that an accurate appraisal requires each property account be

costed with cost trends reflective of the property contained in the account. Valley's

property as detailed in the Pennoni Associates, Inc. Engineer's Assessment of $6,843,616

was determined to have a replacement cost new of $15,320,978 summarized as follows:
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13 These results are detailed in the Application Appendix A-5.1 (AUS Appraisal) under the

Cost Approach section.

7

t4



I

2

3

4

5

6

a.

A.

a.

A.

DIRECT TESTIMONY JEROME C. WEINERT

Under your application of the cost approac\ what year-end date did you use for

calculating the depreciation or condition of the property?

I used the date of December 17,2019.

IIow did you determine the depreciation parameters of survivaUretirement

characteristics and service lives for the utility property under the cost approach?

I determined those parameters based on our review of the depreciation studies filed by

PAWC in support of their depreciation parameters (Iowa-type Strvival Characteristics and

Service Lives) and the resultant depreciation expense and rate base (net book) in their

recent General Rate Cases (R-2017-2595853 and R-2020-3019371) and AUS Consultants'

experience in preparing depreciation studies for the water and wastewater industry and our

experience appraising water and wastewater properties.

a. Why are those parameters appropriate?

A. Those parameters are appropriate because the parameters reflect the actual serrrice life

experienced by PAWC in serving water customers in the Commonwealth of Pennsylvania

and which were adjudicated by the PUC in the 2017 General Rate Cases and will be

adjudicated by the PUC in the 2020 General Rate Cases (Docket Nos. R-2020-3019369

and R-2020-30193371). The parameters in the following table also reflect AUS

Consultants' experience ofthe survival / retirement characteristics ofnormal and functional

service lives of water properties:
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DIRECT TESTIMONY OF JEROME C. WEINERT

Pennsylvanla Amedcan Wate, Company
Valley Townshlp W.ter System
Wat€r Dlrtibutlon System
lnvestor-owned Utlllty
December 1Z 2019

Summary of Account Costint and Depreciation Parameters Used in the Depreciation Original Cost and the Depreciated
(1) l2l (4) (s) (6)

(4a) (4b) (5a)

Description

lowa
Survivor/

Retirement
Curve

yea6 %ofCORLD Table Life

Account
Number

Normal
Service Economic Tax

Life Obsolescence Depreciation

303.20 3Gi.2O DISTRIBUTION RESERVOIRS AND STANDPIPES UZNonDep
:XB.3O 303.:IOWTP & WELIS LANDPURIFICATION |AND ZNonDep
304.40 :lo4.4vaults & Meter Pits R3.O

307.20 307.00 WELjSANDSPRTNGS SO.O

311.20 311.20 PUMPING EQUIPMENT. ELECTRIC SO.O

311.:rc 311.30 PUMPING EQUIPMENT- BOOSTER ELECTRIC SO.O

32O.:N 32O.:x) WTP EqUIPMENT I.ARGE STRUCruRES SO.5

33O.UO 330.4 DISTRIBUTION RESERVOIRS AND STANDPIPES SO.5

331.2O 331.4 Distribution - Mains - Ductle lron R2.0

333.rO 333.q)SERV|CES R2.5

3:}4.40 334.40 METERS AND METER INSTALI.ATIONS L1.O

335.40 335.OOF|RE HYDRANTS R2.5

:}46.Il()3'16.4COMUNICATIONEQUIPMENT.SCADA SQ.O

o.m
0.m

75.0O

55.m
42.0O

42.@
60.00
65.00

110.0O

70.@
25.m
75.m
12.m

o.q)96

0.mr6
o.w6
0.0096

o.w6
o.q)96

o.w6
0.00,6

0.m96

o.0096

o.0096

o.qvo
o,w6

MACRS

wTACRS

MACRS

MACRS

tvtAcRs

MACRS

MACRS

MACRS

MACRS

MACRS

MACRS

tvtAcRs

MACRS

(5b)

o.oo
0.00

25.00

25.00
25.m
25.00
5.m
25.00
25.0O

25.q)
25.00
25.00
t2.N1

1

3

4

5

6

7

a.

8A.

Also, due the age of Valley's eady property installations the marimum depreciation was

limited to 85% of the cost new.

What was the result of the application of the depreciation prrameters to the

previously described replacement cost new of $1513201978?

With the application of the above described depreciation parameters, the replacement cost

ne\il of $15,320,978 results in a replacement cost new less depreciation of $11,664,026

determined as follows:
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The above replacement cost new less depreciation represents the preliminary cost approach

conclusion which was tested for economic obsolescence based on the results of the income

and market approaches which will be described in the remainder of this testimony. Based

on our review of the preliminary cost approach and the results of the income and market

approaches, no economic obsolescence exists at the preliminary cost approach conclusion

of $11,664,026; therefore, the final cost approach conclusion was determined to be

$11,664,026. These results are detailed in the Application Appendix A-5.1 (AUS

Appraisal) under the Cost Approach section.

Market Aoproach

a. Regarding your application of the market approach, what methods did you use to

determine the market approach result?

l0
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DIRECT TESTIMONIY OF JEROME C. WEINERT

I used the comparable sales of water and wastewater properties in the Commonwealth of

Pennsylvania subsequent to the passage of Section 1329 and financial market value ratios

of publicly traded water and wastewater companies as reported in the January 10,2020

issue of Value Line Investnent Survey.
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a. lYhat assumptions, analyses, and/or adjustments did you make under each method?

Under the comparable sales method, it is my opinion that sales amount to depreciated

replacement cost is the best indicator in arriving at the appraised value of physical assets

operating as a water system. Under the financial ratios method, I believe that an accurate

result depends on using the weighted mean of the ratio of the market debt and equity to

book debt and equity.

A.

a. lYhat were the results of the market analysis you performed?

A. The comparable sales analysis produced a result of $11,269,420. The financial market

analysis produced a result of $ I 1,331,625 detailed as follows:

l1
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Pennsylvania Amed.an Water Company
ValleyTomshlp Water System
Water System
lrvestor-Owned Utillty
As of December 17, 2019

Comp.r.bl. t l6ADg€dr

M.dct SJ.! O.tr

C.cntral Tcndancy and Rellablllty Analpls

MflictSd.3 An lyrl3 - PPIOCID
Simple

i/ban 2.OA2

Standard Devlation 0.8607
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Mode NotApplicable
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Conclusion

Valley Township Water Syrt€m's OC1D

M.rht SCGI Ardysh - PP/customcl
Simple

irean 7447
Standard Devlation 4031

Median A221

Mode Not Applicable
FoE@st 7,294
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Valley Townshlp Water System!
CustomeE

Mrlct V.luG lrdladon

FlmdCldrr

Financlal Markets
ilhrk€t to Eook (equity)
Market to gook (equlty and debt)

Use (equity.nd debt)

Valley Townshlp Water Syrtem's OC]D

Summary of Market Analyres
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CustomeE
Cash Flow (EBITDA)

velue lJne

2.Um Auslnput Conclusion

AUS Cost
5,370,438 Apprcact Vall€yTownshlp W.tcrSystem's CORTD

1It,74tt,8n

7.*92
0.6008

1.5598

1.5598

5,370,438

rr,33162s

70,740,877

10,863,874

u,650,8no
71,44€,901

11,331,52s

weighted

71,207,275

11,331,62s

11,269,42O

M.*ct S.lGr AndFb - PP/CORfD

Simple
Mean 0.8130

Standard Deviatlon 0.1852

Median 0.8908

Mode Not Applicable

Mrt tSCrr Anrlytl. - PPlCt h Flil (EBITDAI

SlmPle
Mean

0.928s

0.1086

0.9637

0.9919

t1,6il,026

10,86it rr4

0.9314 ALElnput

AUS Cost

Apprcach

weithted
9,ts7
3,158

6,372
7,a2s

Market value per
share to Book

value perShae
3.40

2.7L

Medlan
Mode
FoE6t

22.34

u,m
21.00

Not Applicable
17.00

Weighted
22.W
8.m

13.00

Not Applicable

7,3q) AUSlnput Concluslon

valley Township water system'sC$h
,"5!16 Vall€ylnfo Flowr

u,650,800 M.lt tvduc lndlodon

AUS

In@me
520,1lo5 Agprcach

22.O Al,'lslnput

rL4{8,901

2.17 AUS lnput

AUS Cost
AppEdr

MCn
MGdlm
Concludon

2

3 Q. Which results were used to determine your market approach result?
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I used the results of $ll,269,420becatse I believe those results represent an accurate

assessment and it was based on the relationship of market comparable sales to the

replacement cost nerr less depreciation of those properties. These results are detailed in

the Application Appendix A-5.1 (AUS Appraisal) under the Market Approach section.

rilhat was the calculation you used to determine your overall market approach

results?

The calculation I used consisted of the ratio ofthe market sales to their depreciated original

cost, replaceme,nt cost new less depreciation, customers, and cash flows (EBITDA) of

Valley's property.

market approach?

I examined the following tansactions to develop the result of my market approach:
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t2 a. What comparable transactions or comparable sales did you evaluate to develop your
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9/30/2018 PAAm€dEn Krnc

Ndr:

&rts

lvbntgom.ry

MXean

5,(m,(m

2t"qD(m

$,m,(m

2L(Ul,(xX'
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I

2

3

4

5

6 A.

a.

A.

7

8

Income Approach

a. Regarding your application of the income approach, what method did you use to

determine the income approach result?

I used the discounted cash flow method.

What assumptions did you employ to develop your income approach result?

Under the income approach, it is my opinion that the results of the futtre operations of the

Valley System must be considered. I believe that an accurate result depends on adjusting

recent results of the system's operation to better reflect how those results will migrate over

future periods under the operation as a rate regulated water system regulated by the PUC.

1 Fln.l Purch.s. Prle cflaG th! a6Eed upon purdra* prie adriavad to*frb th..cquistion.pplidion
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What discount rate did you use to calculate your income approach?

I used a discount rate of 7 .93Yo and a capitalization rate of 6.00%.

Please explain how you developed the discount rate.

In each case, the discount rate was a market discount rate at the appraisal date and was

determined using the weighted average cost of capital ("WACC") ofboth debt and equity.

The inputs to the WACC determination, capital structure, cost of debt, cost of equity, and

income ta:r rate (state and federal) were determined based on an analysis of Value Line

Investnent Surveys and the Ibbotson Stock, Bonds, Bills, and Inflation ("Ibbotson SBBI")

2020 Edition (SBBI activity over the period 1926 through 2019). The cost of debt was

determined at December 10, 2019, based on the Value Line Invesfinent Survey. The cost

of equity was based on the capital asset pricing model ("CAPM") and the Dividend Growth

Model ("DGM"), two recognized cost of equity estimating models and the PUC's Bureau

of Technical Utility Services' Re,port on Quarterly Earnings of Jurisdictional Utilities for

Year-ending Dece,rnber 31,2019. The above described data for Valley's appraisal can be

found in the exhibits to my appraisal report in the section entitled Cost of Capital / Required

Return.

What capital structure inputs differ from those identilied in capital structure set forth

earlier in your testimony?

None. As described in the previous discussion of the capital structure, we utilized a market

required capital structure based on analysis of the water / wastewater indusfiry's market

capital stucture as defined by analysis of market financials as published in Value Line
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DIRECT TESTIMONY OF JEROME C. WEINERT

Invesfrnent Survey (January 10,2020). The theory in appraisal is to estimate the value of

a property in an arm's length transaction wherein the purchaser finances the purchase with

capital (debt and equi$ available in the financial markets at the appraisal date. Those are

the current (appraisal date) financial markets.

What is the source and basis of the alternative input you propose in the income

approach?

As discussed above, we used Value Line Invesfinent Survey to develop a market required

capital structure. Please see Application Appendix A-5.1 (AUS Appraisal) Income

Approach section for the cost of capital of the Income Approach and Cost of Capital /

Required Return section for the basis of the Cost of Capital / Required Return.

If you used a terminal value in your discounted cash flow analysis what is the number

of years over which the cash flows are considered?

I considered those cash flows over 19 periods with period 20 represe,nting all future periods.

What is the basis for using this number of years?

It is my opinion that the use of 19 periods is a reasonable number of periods for the forecast

revenues and expenses to stabilize.

What is your Income Approach conclusion?

AUS Consultants' income approach conclusion was determined to be $l1,528,534 detailed

as follows:
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These results are detailed in the Application Appendix A-5.1 (AUS Appraisal) under the

Income Approach section.

a.

eA.
l0

What number of Selling Utility customers or equivalent dwelling units did you use to

value 1[s $slling Utility's system and how did you develop that number?

I did not use customers/EDUs in developing the forecasted revenues and expenses. Instead,

I used past and budgeted results from operations to establish forecasted operating results.
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DIRECT TESTIMONIY OF JEROME C. WEINERT

Did you make any updates to your appraisal after it was submitted to the Buyer, and

if so, what was the update, when was it made, and why was it necessary?

I did update my initial appraisal after it was submitted to PAWC since an additional year

of financials (2019) was available and a final Engineers Assessment dated Apit20,2020

was received in early May 2020.

Does this conclude your direct testimony?

It does. However, by filing this direct testimony I understand that I may have the

opportunity to submit additional testimony responsive to challenges to my appraisal.

a.
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Curriculum Vitae (CV) of Jerome C. Weinert. P.E.. CDP. ASA

Mr. Weinert is cunently Principal and Director of AUS Consultants, Depreciation and Valuation. He has
forty-eight (2020-19721years' experience in valuation and depreciation consulting and management.
AUS, with offices across the country, has provided consulting services to the regulated utility industry
nationally for over thifi-nine years. A partial list of services provided includes valuations depreciation
studies, rate of return studies, cost of service studies, and rate design.

Prior to joining AUS in 1987, Mr. Weinert was employed by American Appraisal Associates, lnc.
(American) for sixteen years in their Regulated lndustries Group. He held various positions at American,
the last being supervising appraiser. Among his other valuation responsibilities, he directed the firm's
utility industry capital recovery studies and AUS Consultant's valuation of communication company assets
and businesses.

Mr. Weinert graduated from the Milwaukee School of Engineering with a Bachelor of Science degree in
Mechanical Engineering and received a master's in business administration from Marquette University.
He is a registered professional engineer (1976) (by examination) in the state of Wisconsin as well as a
senior member (1982) of the American Society of Appraisers in the public utility valuation field. This latter
designation is obtained by written examination primarily in the areas of utility valuation, depreciation, and
the economics of regulated firms. He is also a Certified Depreciation Professional (1997) (CDP) and
founding member of the Society of Depreciation Professionals and the Society's 1995 President and
sponsor of the Society's Certification and re-certification program; as such Mr. Weinert developed these
programs and oversaw their initial introduction into the Society. He also worked in conjunction with
Society members in the development of the Society's training programs which as of 2003 has become the
only such formalized depreciation training program in the North America and is an instructor in several of
its courses.

During his professional career related to valuations and depreciation matters Mr. Weinert has testified
before various courts and public service commissions on these subjects. He has also assisted numerous
utilities in preparing capital recovery plans which specifically address the issues of plant replacement.
Mr. Weinert has also presented expert testimony on valuation matters. Mr. Weinert has testified before
the Pennsylvania Public Utility Commission on regulatory matters associated with Pennsylvania Section
1329 matters. On matters related to eminent domain issues, Mr. Weinert has presented expert testimony
in the Massachusetts Superior Court, the Court of Common Pleas, Fayette County, Ohio, the New
Hampshire Public Utilities Commission, the Twentieth Judicial Court (deposition only) in Charlotte County,
Florida, the Nineteenth Judicial Circuit Court in St. Lucie Gounty, Florida (deposition only). ln regard to ad
valorem taxation, Mr. Weinert has presented study results to the New York State Board of Equalization
and Assessment (now the New York Office of Real Property Services (NY ORPS)), pertaining to useful
life and net salvage values for all types of utility property subject to the Board's mass appraisal model.
Mr. Weinert has appeared before the Valuation Adjustment Board in Florida for Duval, Hillsborough,
Okeechobee, and Palm Beach counties, the Twelfth Judicial Circuit Sarasota County, Florida, the
California Board of Equalization and Assessment, the Arizona Board of Assessment, the Missouri Board
of Taxation, the Colorado and Texas Departments of Review, the Massachusetts Tax Appeal Court, the
Superior Court of the State of Arizona in the County of Maricopa, the State Tax Appeal Board of the State
of Montana, the New York City Tax Commission and the Public Utility Commission of Pennsylvania
Section 1329 hearings (8).

Mr. Weinert has appeared before regulatory bodies in Alaska, Arkansas, lllinois, lndiana, lowa, Missouri,
Nevada, Nebraska, North Carolina, Ohio, Oregon, Pennsylvania, and South Carolina in support of rate-
base valuation determination and capital recovery. He has presented testimony on depreciation matters

QUALIFICATIONS I
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before the Canadian Radio-Television and Telecommunications Commission (CRTC) and the United
States Federal Energy Regulatory Commission (FERC). ln terms of water and wastewater acquisitions
and applications for regulatory approval of rate base Mr. Weinert has testified for two investor-owned
acquisitions of municipal wastewater authorities one representing the municipality and secondly for the
acquiring investor-owned utility. He has submitted study results to the State Commissions of Alabama,
Alaska, Arkansas, ldaho, lllinois, lndiana, lowa, Kentucky, Michigan, Minnesota, Mississippi, Missouri,
Montana, Nebraska, North Carolina, Oregon, Pennsylvania, South Carolina, Washington, and Wisconsin,
and the Federal Communications Commission.

Mr. Weinert has presented papers on valuation and depreciation topics to professional and utility industry
trade organizations. He also directed AUS Consultants'semi-annual week-long depreciation training
programs (1988-1997). These specialized training courses, offered at basic and advanced levels, teach
depreciation study techniques to public utility and public service c,ommission staff specialists. The
training includes depreciation theory and concepts and hands-on experience with personal computer-
based analytical depreciation programs.

QUALIFICATIONS 2



Appraisal & Capital Recovery Activities Client List

Study Year
Prooertv Year PerformedCompany

2020
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana BellTelephone Company
Verizon New York, lnc.
Verizon Business (formerly MCI)
East Noniton Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company

2019
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Business (formerly MCI)
Cheltenham Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company

2018
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana BellTelephone Company
Embarq Florida, lnc.
Verizon Business (formerly MCI)
Level 3 Communications, LLC
Level 3 Communications, LLC
CenturyLink Communications, LLC
CenturyLink Communications, LLC
East Bradford Tovnship, PA
Pennsylvania American Water Company
Pennsylvania American Water Company
Appraisal

2017
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications

North America
Califomia
Florida
lndiana
NewYork
North America
East Norriton Wastewater
Kane Wastevvater
Royersford Wasteurater

North America
Califomia
Florida
lndiana
Florida
North America
Cheltenham Wastewater
Steelton Water
Exeter Wastewater

North America
California
Florida
lndiana
Florida
North America
North America
Califomia
North America
California
East Bradford Wastanater
Sadsbury Wasterrvater
Kane Wastewater

CV of Weinert

Page 3

2020
2020
2020
2020
2020
2020
2020
2W0
2020

2019
2019
2019
2019
2019
2019
2019
2019
2019

2018
2018
2018
2018
2018
2018
2018
2018
2018
2018
2018
2018
20't8

Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value 1329
Fair Market Value 1329

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value 1329
Fair Market Value 1329

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value Appraisal
Fair Market Value

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

QUALIFICATIONS 3

2019
2019
2019
2019
2019
2019
2019
2019
2019

20't8
2018
2018
2018
2018
2018
2018
2018
2018

2017
2017
20't7
2017
2017
2017
2017
2017
2017
2017
2018
2017
2017

North America
Califomia
Florida
lndiana
Florida
Florida
North America
North America
California

2016
2016
2016
2016
201 6
2016
2016
20't6
2016

2017
2017
2017
2017
2017
2017
2017
2017
2017



Appraisal & Gapital Recovery Activities Glient List

Prooertv

Whitpain Wastevtrater
Plymouth Wastei,vater
East Norriton Wastevvater
Sadsbury Wastwtrater
McKeesport W*tewater
ldaho

North America
California
Florida
lndiana
Florida
Florida
North America
North America,
Califomia
Nevv Garden Wastarater

CV of Weinert

Page 4

Year
Performed

2017
2017
2017
2017
2017
2017

Activitv

Appraisal for Planning
Appraisal for Planning
Appraisal for Planning
Fair Market Value Appraisal
Fair Market Value Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Depreciation Study
Depreciation Study
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

QUALIFICATIONS 4

Study
Company

Whitpain Township, PA
Plymouth Torrynship, PA
East Norriton Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company
lntermountain Gas Company

2016
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Nevtr Garden Township, PA

2015
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana BellTelephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Verizon Wireless

2014
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana BellTelephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Cascade Natural Gas Corporation
lntermountain Gas Company
Virgin lslands Telephone Corporation
Verizon Wireless

20'13

North America
California
Florida
lndiana
Florida
Florida
North America
North America,
California
Nationwide

North America
Califomia
Florida
lndiana
Florida
Florida
North America
North America,
California
Oregon & Washington
ldaho
US Vrgin lslands
Nationwide

2014
2014
2014
2014
2014
2014
2014
20't4
2014
2014

20't5
20't5
2015
2015
2015
2015
2015
2015
2015
2015

20't3
2013
2013
2013
2013
2013
20't3
2013
2013
2013
201 3
2013
2013

Year

2016
2016
2016
20't6
2016
2016

2015
2015
2015
2015
2015
2015
2015
2015
2015
2016

2016
2016
2016
20't6
201 6
2016
2016
2016
2016
2016

2014
2014
2014
2014
2014
2014
2014
2014
2014
20't4
2014
2014
2014

AT&T Communications North America 2012 2013
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Appraisal & Capital Recovery Activities CIient List

Study Year
Property YearGomoanv

AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan BellTelephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Sprint Nextel Corporation
Verizon Wireless
Verizon Communications

2012
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Sprint Nextel Corporation
Verizon Wireless
MetroPCS
Verizon Communications
Verizon Wireless

2011
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan BellTelephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Global Crossing
lntermountain Gas Company
Sprint Nextel Corporation
Verizon Wireless
MetroPCS
Verizon Communications
lnlermountain Gas Company
Mrgin lslands Telephone Corporation

Performed Activitv

Califomia
Florida
lndiana
Michigan
Florida
Florida
Nar England - Mass
North America
North America,
California
North America
Pdm Beach, Florida
Nar England Mass

North America
Califomia
Florida
lndiana
Michigan
Florida
Florida
Neur England - Mass
North America
North America,
Califomia
North America
Palm Beach, Florida
Palm Beach, Florida
Florida - revised
Palm Beach, Florida

2012
20't2
2012
2012
2012
2012
2012
2012
2012

2012
2012
2@2-20fJ7

2011
2011
20'11
2008
2012

North America
Califomia
Florida
lndiana
Michigan
Florida
Florida
Na,v England - Mass
North America
North America,
Califomia
North America
ldaho
North America
Pdm Beach, Florida
Palm Beach, Florida
Florida - revised
ldaho
US Virgin lslands

2010
2010
2010
2010
2010
2010
2010
2010
2010
2010

2011
2011
2011
2011
2011
201',|
2011
2011
2011
2011

2010
2010
2010
2010
2010
2008
2010
20'to

2011
2011
2011
2011
201',|
2011
2011
2011

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Technical Update of Depreciati

QUALIFICATIONS 5

2013
2013
2013
2013
2013
2013
20't3
2013
2013

2011
2011
2011
2011
2011
20'11
2011
2011
2011
2011

2012
20't2
2012
2012
2012
2012
2012
2012
2012
2012

20't3
2013
2013

2012
2012
2012
2012
2012
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Appraisal & Capital Recovery Activities Client List

Study Year
YearComoanv Prooertv

2010
AT&T Communications North America
AT&T Communications Califomia
AT&T Communications Florida
AT&T - lndiana BellTelephone Company lndiana
AT&T - Michigan Bell Telephone Company Michigan
AT&T - Southwestern Bell Telephone Company

Arkansas, Kansas, Missouri, Oklahoma, Texas
Embarq Florida, lnc. Florida
Embarq Missouri, lnc. Missouri
Verizon Communications Florida
Verizon Communications Northwest
Verizon Communications New England - Mass
Verizon Business (formerly MCI) North America
Level 3 Communications No(h America,

California
Global Crossing North America
MetroPCS Palm Beach, Florida

Performed Activitv

Study

2009
AT&T Communications North America 2008
AT&T Communications California 2008
AT&T Communications Florida 2008
AT&T - lndiana BellTelephone Company lndiana 2008
AT&T - Michigan Bell Telephone Company Michigan 2008
AT&T - Wisconsin Bell Telephone Company Wisconsin 2008
AT&T - Southwestem Bell Telephone Company 2008

Arkansas, Kansas, Missouri, Oklahoma, Texas
Embarq Florida, lnc. Florida 2008
Embarq Texas, lnc. Texas 2008
Embarq Missouri, lnc. Missouri 2008
Embarq Northwest Washington 2008
Embarq Mrginia Virginia 2008
Verizon Communications Florida 2008
Verizon Communications Northwest 2008
Verizon Communications Nantr England - Mass 2008
Verizon Business (formerly MCI) North America 2008
Level 3 Communications North America, 2008

California, Michigan & Arizona
Global Crossing North America 2008
AboveNet, lnc North America/Califomia 2003
Verizon Wireless Ohio Properties 2OO+2OO5
Virgin lslands Telephone Corporation US Virgin lslands 2008
Sprint Nextel Corporation North America 2008

2009
2009
2009
2009
2009
2009

2009
2009
2009
2009
2009
2009
2009

2009
2009

2010
2010
2010
201 0
2010
2010

2010
2010
2010
2010
2010
2010
2010

2010
2010

2009
2009
2009
2009
2009
2009
2009

2009
2009
2009
2009
2009
2009
2009
2009
2009
2009

2009
2009
2009
2009
2009

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

QUALIFIGATIONS 6

2008
AT&T Communications North America 2007 2008



Appraisal& Capital Recovery Activities Client List

Study Year
Prooertv Year PerformedGompany

AT&T Communications
AT&T - lndiana BellTelephone Company
AT&T - Michigan BellTelephone Company
AT&T - Wisconsin Bell Telephone Company
AT&T - Southwestem BellTelephone Company

Embarq Florida, lnc.
Embarq Texas, lnc.
Embarq Missouri, lnc.
Embarq Northwest
Embarq Virginia
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Global Crossing
lntermountain Gas Company

2007
AT&T Communications
AT&T Communications
AT&T - lndiana BellTelephone Company
AT&T - Michigan BellTelephone Company
AT&T - Wisconsin BellTelephone Company
Embarq Florida, lnc.
Embarq Texas, lnc.
Embarq Missouri, lnc.
Embarq North Carolina
Embarq Mrginia
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Qwest Communications Corporation

Level 3 Communications

Level 3 Communications
Global Crossing
Alaska Communications System, lnc.

(Acs)

Galifomia 20o7
lndiana z0fJT
Michigan 2007
Wisconsin 2007

2007
Arkansas, Kansas, Missouri, Oklahoma, Texas
Florida 2007
Texas 20Ol
Missouri 2007
Washington 20(Jl
Mrginia zWT
Florida 2W7
California 2OO7

No(hwest 2W7
Neur England Mass 2W2-2O07
North America 2007
North America, 20Ol
California, Michigan & Arizona
North America z0ol
ldaho 20OT

North America 2006
Califomia 2006
lndiana 2006
Michigan 2006
Wisconsin 2006
Florida 2006
Texas, 2006
Missouri 2006
North Carolina 2006
Mrginia 2006
Florida 2006
California 2006
Northwest 2006
North America 2006
North America 2006
Califomia
North America, 2006
Califomia, Michigan, & Arizona
Arizona 20[J,2-20ffi
North America 2006
ACS of Alaska 2006
ACS ofAnchorage
ACS of Fairbanks
ACS of the Northland
ACS Holdings
ldaho 2006

CV of Weinert
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2008
2008
2008
2008
2008

2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008

2007
2008

2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007

2007

2007
2007
2W7

Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Studies

Depreciation Studylntermountain Gas Company 2007

QUALIFICATIONS 7
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Study Year
Prooertv Year
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2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006

2005
2005
200s
2005
2005
2005
2005
2005
2005
2005

2005
2005

2004
2004
2004
2004
2004
2AO4
2004
2004
2c[,4
2004
200.4

2003
2003

Performed ActivitvComoanv

2006
AT&T Communications
AT&T Communications
AT&T Communications
Sprint Florida, lnc.
Sprint Texas, lnc.
Sprint Missouri, lnc.
Sprint North Carolina
Sprint Virginia
Embarq Nevada
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Global Crossing
lndianapolis Power & Light

200s
AT&T Communications
AT&T Communications
Sprint Florida, lnc.
Sprint PCS
Verizon Communications
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
Global Crossing

lndianapolis Power & Light

2004
Sprint Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
Sprint PCS
AT&T Communications
AT&T Communications
lntermountain Gas Company

2003
Sprint Florida, lnc.
Verizon Communications

Palm Beach Florida
North America
California
Florida
Texas,
Missouri
North Carolina
Virginia
Nevada
Florida
Califomia
Northwest
Massachusetts
North America
Arizona
North America
IPL

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Deprecidion Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

QUALIFICATIONS 8

2000 - 2003
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005
2ffi2-2--5
2005
2002-2006
2005
2005

North America
California
Florida
North America
Florida
Califomia
Northwest
North America
North America
North America
Nevtt York Special

Franchise Property
IPL

Florida
California
Northwest
New England
North America
North America
North America
Cost lndexes
North America
Califomia
ldaho

Florida
Califomia

2004
200,4
2004
200,4
2004
2004
2004
200,4
2004
2004

2003 & 2004
2004

2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003

2002
2002
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Year
Performed Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal

Functional Obsolescence
& Useful Life studies for
valuation
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Depreciation Study

Economic Life Study
Depreciation study
Phase lll Price Caps

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Study
Ad Valorem Tax Appraisal

QUALIFICATIONS 9

Study
Companv

Verizon Communications
Sprint Communications, LP
Level 3 Communications
Sprint PCS
AT&T Communications
AT&T Communications
Global Crossing
Verizon Wireless

2002
Sprint Florida, lnc.
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
AT&T Wireless
Sprint PCS
AT&T Communications
lntermountain Gas Company
AT&T Communications

2001
Verizon

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP
Global Crossing
Sprint PCS
Sprint Corporation
Alaska Communications System, lnc.

(Acs)

2000
Sprint PCS

Telus Communications

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP

1999
Sprint Corporation

lntermountain Gas Company
Sprint Florida, lnc.

P

Northwest
North America
North America
Cost lndexes
North America
California
North America
Broward County, FL

Florida
California
Northwest
North America
North America
North America
Plymouth, Ml
Cosl lndexes
North America
ldaho
Califomia

Verizon - New York

Sprint Florida, lnc.
Califomia
North America
North America
Cost lndexes
Centel - Nevada
ACS of Alaska
ACS of Anchorage
ACS of Fairbanks
ACS of the Northland
ACS Holdings

2W2
2002
2002
2002
2002
2002
2002

1998 through 2002

Year

2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001

2001

2003
2003
2003
2003
2003
2003
2003
2003

2002
2002
2W2
2002
2W2
2002
2002
2002
2002
2002
2m,2

2000
2000
2000
2000
2000
2000
2000

2001-2

2001
2001
20o1
20o1
2001
2001-2
2W1

BTS Equipment
Telus - Alberta & British Columbia

Florida
California
North America

Centel - Nevada

lntermountain Gas Company
Florida

1998 1999 DepreciationStudy

2000
2000

1999
1999
1999

1998
1998

2000
2000

2000
2000
2000

'1999

1999
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Appraisal & Gapital Recovery Activities Glient List

Study Year
Prooertv Year Performed

North America 1998

Comoanv

Sprint Communications, LP

1998
Frontier Corporation

Pacific Telecom, lnc.

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP

Sprint Corporation

Sprint C,orporation

Telus Communications

1997
Sprint Corporation

Pacific Telecom, lnc.

Pacific Telecom, lnc.

Telus Communications

lndianapolis Power & Light

Sprint Florida, lnc.
Verizon Communications

Pacific Telecom, lnc.

1996
lntermountain Gas Company
Sprint Florida, lnc.

Century Telephone

Telus Communications

Johnson County Kansas Office
of the Assessor

Frontier Telephone of Rochester 1998

Telephone Utilities of Washington 1997

Activitv

1999 Ad Valorem Tax Appraisal

1997 Valuation depreciation
Lives and Net Salvage
Parameters

1998 DepreciationStudy

Florida
Florida
North America

United Telephone Company of
South Carolina

Carolina Telephone and Telegraph
and Gentral Telephone of North
Carolina

Telus - Edmonton (TCE)

Centel - Nevada

Telephone Utilities of Oregon

Telephone Utilities of Alaska1996
And the Northland

Telus - TCI formerly AGT

IPL

Floilda
Florida

Eagle Telephone (Colorado) 1996

lntermountain Gas Company
Florida

Century Telephone of Ohio, lnc.

AGT Limited
(Alberta Government Telephones)

Useful Life of Computer
Equipment

1998 1998

1998 1998

1997 1998

1997 1997

1996 1997

1997

1996 1997

1996

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Expense
Universal Service Fund
Depreciation Expense
Universal Service Fund

Depreciation Study
Phase ll Price Caps

Unbundling/
lnter-connection
Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study
Phase ll Price Caps

Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Study

Depreciation Study
Ad Valorem Tax Appraisal

Depreciation Study

Depreciation Study

Useful/Market
Life Analysis

QUALIFICATIONS 1O

1997
'1997

1997

1996
1996

1995
1995

1995

1995

1998
1998
1998

1997

1997
1997

1997

1996
1996

1996

1996

1995 1995



Comoanv

M ilwaukee Metropolitan Salerage
Distric{

Sprint Corporation

Sprint Corporation

Pacific Telecom, lnc.

Pacific Telecom, lnc.

lndiana Energy

Columbia Gas Transmission

United Telephone - Midwest
Group

lntermountain Gas Co.

Pacific Telecom, lnc.

Small Telephone Company
Coalition

United Telephone Systems

Neur York State Division of
Equalization and Assessment

Rochester Telephone Company

lndiana Energy

Long Distance Division

Cellular Division

Alascom, lnc.

Telephone Utilities of the
Northland

Telephone Utilities of
Alaska

lndiana Gas Company

Gas Pipeline Property in
Sullivan County, NY

United Telephone Company
of Missouri

lntermountain Gas Co.

Alascom, lnc.

Telephone Utilities of
Oregon, lnc.

Telephone Utilities of
Wahington, lnc.

Oregon Small Telephone
Companies

United Telephone Co. of
Pennsylvania

Electric, Gas, Water,
Telephone, Pipeline,
Steam, CATV

1995 DepreciationStudy

1994 DepreciationStudy

GVWeinert
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1996

1995

1995

1994

1994

1993

1993

1993

't992

1992

1gg2

1992

Activitv

Depreciation Study

Depreciation/Recovery
Status Study

Depreciation/Recovery
Status Study

Depreciation Study

Depreciation Study

Useful Life Study

Modemization/
Depreciation Study

Depreciation Study

Depreciation Study

11

Appraisal & Gapita! Recovery Activities Glient List

Prooertv
Study Year
Year Performed

Milwaukee Metropolitan
Sorerage District

1993 1993

1995

1995

1995

1994

1993

1993

1993

1993

1992

1992

1991

1991

1991

1991

1991

Enterprise Telephone 1991

lndiana Gas/Richmond Gas/
Terre Haute Gas 1990

1992 DepreciationStudy

1992 Depreciation Study

Depreciation Support

lnstructional
Depreciation Study

Useful Lives and
Net Salvage
Values

1991

Study Revianr

Depreciation Study

Depreciation Study

QUALIFICATIONS I1

American Electric Power lndiana/Michigan Porer Co.
1990 1991
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Appraisal& Capita! Recovery Activities Glient List

Comoanv

Rochester Telephone Company

United Telephone
Systems

United Telephone
Systems

Telephone and Data
Systems, lnc.

Telephone and Data
Systems, lnc.

lndiana Energy

lntermountain Gas Co.

North-West Telephone
Company

United Telephone
System

Milwaukee Water

lndiana Natural
Gas Corp.

PacificTelecom

WICOR

Rochester Telephone Co.

Study Year
Performed

1991

1990

1990

1990

1990

1989

1989

1989

1991 Study Review

1990

lnstructional
Depreciation Study

Study Revieur

1991 DepreciationStudy

1990 DepreciationStudy

1990 DepreciationStudy

1990

Year

1990

Ac'tivitv

United Telephone Co.
of Florida

1990

1989

1990

1989

1989

1989

1989

1989

1989

1989

1989

1987

1988

United Telephone Co.
of Oregon

Quincy Telephone
Company

Wolverine Telephone
Company

lndiana Gas Company,
lnc.

1989

lntermountain Gas Co. 1989 Remaini
Salvage

ng Life/Net
Support

North-West Telephone
Company

United of Texas

United of Missouri

Milwaukee Water

lndiana Natural
Gas Gorp.

Telephone Utilities of
the Northland

Telephone Utilities of
Alaska

ALLTEL - Kentucky, lnc.

ALLTEL - Ohio, lnc.

1990 Study Review

lnstructional
Depreciation Study

1990 lnstructional
Depreciation Study

1990 DepreciationStudy

1990 DepreciationStudy

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Alascom 1989

1988Telephone Utilitie of
Washington, lnc.

Wisconsin Gas Company 1988 1989 DepreciationStudy

Depreciation Study

Deprecidion Study

QUALIFICATIONS 12

ALLTEL
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13

Utility lndustries
Capital Recovery Activities Glient List

Comoanv

Milwaukee Metropolitan
Sewer District

United Telephone

Telephone Company

United Telecom

Pacific Telecom

United Telephone

Wisconsin Southem Gas

Pacific Telecom

Pacific Telecom

Lincoln
Telecommunications

Northwest Natural Gas
Corporation

ALLTEL

Propertv

Westem Reserve
Telephone Company

Milwaukee Metropolitan
Ssryer District

United of Ohio

Telephone Company

U.S. Sprint

Telephone Utilities of
Oregon

Telephone Utilities of
Eastem Oregon

Rose Valley Telephone
Company

United of Minnesota

Wisconsin Southem Gas

Glacier State Telephone
Company

Sitka Telephone Co.

Juneau-Douglas Tel
Company

Telephone Utilities of
Alaska

Alascom

Lincoln Telephone and
Telegraph Company

Northwest Natural Gas
Corporation

Westem Reserve
Telephone Company

ALLTEL - Ohio

ALLTEL - Alabama

Study Year
Performed

1989
1989

1988

'1987

1987

1987

1989 DepreciationStudy

1989 ElepreciationStudy

Activitv

ELG Support
ELG Support

Depreciation Study

Depreciation Study

Year

1988

1988

1988
1988

1988

1987

1987

1987

1987

1987

1986

1986

1986

1986

1986

1986

1985

1984

1984

1984

1984

1987

1987

1986

1985

1985

1985

1985

1988 Useful Life Study

1988 DepreciationStudy

1988 DepreciationStudy

1988 DepreciationStudy

1988 Capital Planning
Support

Depreciation Study

Depreciation Study

1987 DepreciationStudy

Depreciation Study

Digital Switching
SeMce Life

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

QUALIFICATIONS 13

Gulf Telephone Co. Gulf Telephone Company



Property

United of lowa

United of Arkansas

Telephone Utilities of
Washington

Telephone Utilities of
Eastem Oregon

Telephone Utilities of
Oregon

Northwestem Telephone
Systems, lnc., Oregon

Rose ValleyTelephone
Company

All United Telephone
Companies

Lincoln Telephone &
Telegraph Company

ALLTEL - Mississippi

ALLTEL - Michigan

North Carolina Natural
Gas Corporation

Western Reserve
Telephone

Mid Ohio Telephone

Florence Telephone
Company

Leeds Telephone Co.

Elmore Coosa Tel
Company

Brookville Telephone
Company

Mid-Pennsylvania
Telegraph

Telephone Utilities of
Oregon

Study Year
Year Performed

GVWeinert
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1985

1985

't984

14

Appraisal & Capital Recovery Activities Ctient List

Danv

United Telephone
Systems, lnc.

PacificTeleom

Pacific Telecom

United
Telecommunications

Lincoln
Telecommunications

ALLTEL

North Carolina
Natural Gas Corp.

Mid Continent
Telephone
(Cunently ALLTEL)

Telephone Utilities
(Cunently Pacific
Telecom)

1983 1984 Depreciation Study

1983 1984 Depreciation Study

1gtr! 1984 Depreciation Study

1983 1984 Depreciation Study

1983 1984 CapitalRecovery
Strategy

1983 1984 Depreciation Study

1984

'1984

1983

1!N2

1982

1982

1982

1980

1980

1980

1980

1980

1979

1983

1983

1983

1982

1981

1981

1981

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Deprecidion Study

Depreciation Study

Depreciation Study

1982 1983 DepreciationStudy

1981 Depreciation Study

1981 DepreciationStudy

1980 Depreciation Study

Depreciation Study

QUALIFICATIONS 
'4

Telephone Utilities of 1979 1980



Papers and Seminars

United Telephone
Systems, lnc.

Telephone Utilities

United Telephone
Systems, lnc.

Rochester Telephone

United Telephone
Systems, lnc.

Princeton Telephone

Northwestern Telephone

Eastem Oregon

Northwestem Telephone
Systems, lnc.-Oregon

Rose Valley Telephone
Company

United of Ohio

Telephone Utilities of
Wahington

United of Ohio

Rochester Telephone
(!ndiana)

United of Ohio

Princeton Telephone
(lndiana)
Northwestern Telephone
(lllinois)

1979

1979

1979

1978

1978

1977

1977

1976

1975

1977

1976

CVWeinert
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1980 Depreciation Study

1980 DepreciationStudy

1980 Depreciation Study

1979 Depreciation Study

1979 Depreciation Study

1978 DepreciationStudy

1978 DepreciationStudy

Depreciation Study

Depreciation Study

QUALIFICATIONS 15
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Papers and Seminars

207!

2010

2009

2008

2007

2006

Trainine lnstructor Deoreciation Basics Sessions A & B and Life and Salvaee Analysis
Society of Depreciation Professionals 25th Annual Meeting
Atlanta, GA Septem ber 20-22, 201 1

Will the Real Cost Aoproach Please Stand Up?
National Association of Property Tax Representatives Transportation, EnerBy, & Communications (NAPTR.TEC)

Scottsdale, Arizona October 25-27, 2010

lssues Affectins Assessment of Resulated lndustries
lnstitute for Professionals in Taxation (lPT) Property Tax Symposium
Austin, Texas October 31 - November 3, 2010

(Valuinq) lntanqibles
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 28, 2009

Fair Value Accountino (Aooraisal Panelist)
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 29, 2009

Valuation lssues Valuation of Assets and the lmpact of Depreciation
Society of Depreciation Professionals Annual Meeting
Greenville, SC September 21-26, 2008

Obsolescence in the Lono-Distance and LocalTransoort Networks
Technology Futures lnc. Asset Valuation Conference
Austin Texas February 8, 2008

Communications lndustrv lssues
National Association of Property Tax Representative - Transportation, Energy, & Communications
New Orleans, LA October 30, 2007

Aooraisal Procedures & lssues in a Chanoino communications lndustrv
Florida Chapter lnternational Association of Assessing Officers' Tangible Personal Property Conference
Ocala, Florida January 12,2006

Valuation of lntanoibles
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 25, 2006

SDP 20 years of History and Beyond
Society of Depreciation Professionals 20th Annual Meeting
Long Beach, CA September 18, 2006

Valuation in a World with Asset lmoairments
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas August 1, 2005

2005

QUALIFICATIONS 16
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Paoers and Seminars

2004

2003

2000

1996

1995

1994

1994

1990

Deoreciation in the Valuation of Assets
Society of Depreciation Professionals' Eighteenth Annual Meeting
Washington, D.C., September 13, 2004

Cost Aooroach and the Use of Aooraisal Guidelines
lnstitute for Professionals in Taxation - Property Tax Symposium
Fort Lauderdale, FL, September 17,2003

Cost Aooroach - Obsolescence and Deoreciation
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, July 28, 2003

Aooraisal lssues Associated with Technolooical Chanoe in the Wireline Telecommunications lndustrv
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, July 31, 2000

The lmoact of Advancino Technoloov and the Chanoino Reoulatorv Environment on Obsolescence
Calculations for Ad Valorem Valuation Purooses
Journal of Property Tax Management, Spring 2000

How to Develoo a Reoroduction/Reolacement Cost New Less Depreciation Aooroach to Value
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, August 4, 1996

Valuation Method. Techniques and Strateoies (How to Quantifv Stranded lnvestment) (Market. lncome.
& Cost Aooroach
AGA Depreciation Committee Meeting
Denver, Colorado, August 6-9, 1995, jointly presented with Earl Robinson of AUS Consultants

lnteqratino Future Exoectations for the Teleohone lndustrv into Historical Deoreciation Analvsis
United States Telephone Association (USTA's 1994 Capital Recovery Seminar)
Scottsdale, Arizona, September 12-13, 1994

Caoital Recoverv: United States versus Canada
Canadian Telephone lndustry's Annual Capital Recovery Seminar
Edmonton, Alberta, Canada June 14-15, 1994

Caoital Recoverv: Methods. Terminoloov. Procedures. and Record Keeoinq
United States Telephone Association (USTA)'s
1990 Non-FCC Subject and Small Company Capital Recovery Seminar
Minneapolis, Minnesota April 10_1 1, 1990

lnteqration of Technoloov Forecastino lnto Historical Life Studies
29th lowa State Regulatory Conference
Ames, lowa May 15-17, 1990

The 1990's and the Second Wave of Maior Plant Retirements in the Communications lndustrv
NARUC's Seventh Biennial lnformation Conference
Columbus, Ohio September 12-14, 1990

QUALIFICATIONS 17
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Papers and Seminars

1989

1988

How Do We lncoroorate Chanoe into the Studv Filino Procedures?
USTA's 1990 Capital Recovery Seminar
Chicago, lllinois October 16_17, 1990

Plant Modernization: Caoital Plannino and Caoital Recoverv
Midwest Utilities Conference
Chicago, lllinois September 11_14, 1989

Price lndexes Todav: Procedures. Uses. and Misuses
Society of Depreciation Professionals' Third Annual Meeting
New Orleans, Louisiana December 6_7, 1989

Plant Modernization: Caoital Plannino and Caoital Recoverv
National Association of Regulatory Utility Commissioners (NARUC)'s
Sixth Biennial Regulatory I nformation Conference
Columbus, Ohio September 14_16, 1988

Page 18

QUALIFICATIONS 18



Papers and Seminars

1997

1997

1996

't994

1994

1 993

1993

1993

1993

1993

1993

1992

1992

1992

1992

1991

1991

CVWeinert
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Sprint Corporation - West Finance Center
Overland Park, Kansas, August 1997

Rochester Telephone Corporation
Rochester, New York, April 1997

Sprint-Florida-Vista United Telecom m unications
Altamonte Springs, Florida August 27-29,1996

Saskatchewan Telecom m u nications
Regina, Saskatchewan, Canada, June 1994

AUS Consultants/Leroy J. Murphy and Associates 1994 Capital Recovery Seminar
May 1994

Manitoba Telephone System, Winnipeg, Manitoba, December 1993

Society of Depreciation Professionals Annual Meeting
Charleston, South Carolina September 30, 1993

SPRINT - LocalTelephone Division
Atlanta, Georgia August 11-12, 1993

AUS Consultants/Leroy J. Murphy and Associates 1993 Capital Recovery Seminar
Chicago, lllinois May 11 - 13, 1993

Canadian Telephone Capital Recovery Seminar
Halifax, Nova Scotia April 20 - 22, 1993

United Telephone, Midwest Group
Overland Park, Kansas January 20, 1993

BellSouth Corporation
Birmingham, Alabama November 23, 1992

Sprint - LocalTelephone Division
Kansas City, Kansas November 18 - 20, 1992

Society of Depreciation Professionals Annual Meeting
San Antonio, Texas September I - 10, 1992

AUS Consultants/Leroy J. Murphy and Associates 1992 Capital Recovery Seminar
Chicago, lllinois October 6 - 8, 1992

Society of Depreciation Professionals Annual Meeting
Nashville, Tennessee November 20-22, 1991

ALLTEL Corporation Microcom puter Depreciation Studies System Training
Hudson, Ohio October 14-16, 1991

QUALIFICATIONS I9
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Caoital Recoverv Trainino

Society of Depreciation Professionals
AnnualTraining
Charleston, South Carolina, Septem ber 1 8-23, 201 6

Society of Depreciation Professionals
AnnualTraining
Austin Texas September 2015

Society of Depreciation Professionals
AnnualTraining
New Orleans, Louisiana September 2014

Society of Depreciation Professionals
AnnualTraining
Salt Lake City, Utah September 2013

Society of Depreciation Professionals
AnnualTraining
Minneapol is, M in nesota, Septem ber 1 6-1 8, 2O1 2

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation
Studies System Training
Kansas City, Kansas September 23-25,1991

AUS Consultants/Leroy J. Murphy and Associates 1991 Capital Recovery Seminar
Lake Geneva, Wisconsin September 17-19, 1991

Rochester Telephone Corporation, Capital Recovery/Microcomputer Depreciation Studies
System Training, Rochester, New York September 3-7, 1991

Ameritech Services, Microcomputer Depreciation Studies System Training
Chicago, lllinois May 16-17, 1991

AUS Consultants/Leroy J. Murphy and Associates 1991 Capital Recovery Seminar
Washington, D.C. April9_11, 1991

United Telecommunications, lnc., Capital Recovery Seminar
Overland Park, Kansas December 1990

AUS Consultants/Leroy J. Murphy and Associates 1990 Capital Recovery Seminar
Chicago, lllinois September 24_27, 1990

AUS Consultants/Leroy J. Murphy and Associates 1990 Capital Recovery Seminar
Chicago, lllinois January 29-February 1, 1990

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation Studies
System Training, Chicago, lllinois July 1990

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation Studies
System Training, Chicago, lllinois July 1989

20
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2015

2014

2013

2012

1991

1991

1991

1991

1991

1990

1990

1990

1990

1989

QUALIFICATIONS 20
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AUS Gonsultants/Leroy J. Murphy and Associates 1989 Capital Recovery Seminar
Chicago, lllinois March 6_9, 1989

AUS Consultants/Leroy J. Murphy and Associates 1988 Capital Recovery Seminar
Chicago, lllinois July25_28, 1988

United Telecommunications, lnc., Microcomputer Depreciation Studies System Training
Kansas City, Kansas January 1988
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1988
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BEFORE THE  
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

In re:  Application of Pennsylvania-American Water  : 
Company under Section 1102(a) of the Pennsylvania  : 
Public Utility Code, 66 Pa C.S. § 1102(a), for approval  : 
of (1) the transfer, by sale, of  substantially all of Valley  : 
Township’s assets, properties and rights related to its  : 
wastewater collection and conveyance   : Docket No. A-2020-3020178 
system to Pennsylvania-American Water    : 
Company, and (2) the rights of Pennsylvania-American :  
Water Company to begin to offer or furnish wastewater  : 
service to the public in Valley Township, and limited  : 
portions of East Fallowfield Township,    : 
Sadsbury Township and West Caln Township,  : 
Chester County, Pennsylvania    : 
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Dated:  October 9, 2020      PAWC Statement No. 1 WW 



 

DIRECT TESTIMONY OF 
KEITH E. GABAGE 

 
INTRODUCTION 

 
Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE RECORD. 1 

A. My name is Keith E. Gabage and  business address is 100 Cheshire Court, Suite 104, 2 

Coatesville, PA 19320. 3 

 4 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 5 

A. I am employed by Pennsylvania-American Water Company (“PAWC”) as Senior 6 

Manager, Business Development. 7 

 8 

Q. WHAT ARE YOUR RESPONSIBILITIES AS PAWC’S SENIOR MANAGER, 9 

BUSINESS DEVELOPMENT? 10 

A. I develop and maintain necessary contacts to stay abreast of new business opportunities 11 

within the Commonwealth of Pennsylvania in both the community water and wastewater 12 

markets.  In addition, I also monitor acquisition activity throughout the Commonwealth of 13 

Pennsylvania and conduct research on potential opportunities.  I manage the acquisition 14 

process from initial contact through to responding to Requests for Qualifications, Requests 15 

for Proposals and Requests for Bids issued by owners (or through the owners’ 16 

representatives) of community water and/or wastewater systems.  When PAWC is 17 

successful in negotiating and executing an asset purchase agreement with a selling 18 

municipality, township or entity, I assist in preparing an Application for submission to the 19 

Pennsylvania Public Utility Commission (“PUC” or “Commission”).  These 20 

responsibilities require that I maintain a good working knowledge of regulatory and 21 
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technical developments, new technologies and current trends as they affect the water and 1 

wastewater utility industries, and that I be familiar with legislation, regulations and public 2 

policies affecting business opportunities. 3 

 4 

Q. PLEASE DESCRIBE YOUR PROFESSIONAL EDUCATION AND EXPERIENCE. 5 

A. I received a Bachelor of Arts (BA) degree in Liberal Arts, General Studies from Villanova 6 

University (1994) and a paralegal certificate from Pennsylvania State University – 7 

Abington Campus (1996).  I also received a Master of Public Administration from West 8 

Chester University (2019).  I have attended Widener University School of Law and am 9 

currently pursuing a Doctor of Public Administration (“DPA”) at West Chester University.  10 

I am a member of Pi Alpha Alpha; the National Honor Society for Public Affairs and 11 

Administration.  My experience in the water and wastewater utility industry began in July 12 

1979 when I was employed by Philadelphia Suburban Water Company, now Essential 13 

Utilities, Inc. (f/k/a “Aqua America, Inc.”) (“Aqua”).  I was employed by Aqua or its 14 

Pennsylvania subsidiary, Aqua Pennsylvania, Inc., until May 2013, and during that time 15 

served in the capacity of Survey Mechanic (Engineering) between 1979-1980; Draftsman 16 

(Engineering) between 1980-1981; Laborer (Operations) between 1981-1983; Service 17 

Department Representative (Operations/Engineering) between 1983-1989; Chief 18 

Estimator (Engineering) between 1989-1990; New Business Representative (Engineering) 19 

between 1990-1994; Director of Safety & Claims (Law and Administration) between 1994-20 

2002; and then Director of Business Development between 2002-2013.  I joined PAWC on 21 

May 13, 2013, where I have been serving in my current capacity as Senior Manager, 22 

Business Development. 23 

 24 
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Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 1 

A. Yes.  I have previously testified before the Commission as a company witness for certain 2 

matters and a listing of those dockets is attached as PAWC Exhibit KEG-1 WW. 3 

 4 

Q. HAS PAWC FILED AN APPLICATION WITH THE COMMISSION FOR 5 

REGULATORY APPROVAL TO ACQUIRE THE WASTEWATER SYSTEM OF 6 

VALLEY TOWNSHIP (“VALLEY”) AND RELATED APPROVALS? 7 

A. Yes.  PAWC filed its Application on October 9, 2020 for approval of PAWC’s acquisition 8 

of Valley’s wastewater treatment, transportation and collection system (the “Wastewater 9 

System”).  I will refer to the acquisition in my testimony as the “Transaction.”  10 

The Application and its numerous appendices are true and correct to the best of my 11 

knowledge, information, and belief.  We used PAWC records, as well as Valley records 12 

made available by Valley, to prepare the Application.  For purposes of having a complete 13 

evidentiary record in this proceeding, upon which the Commission can base its decision, I 14 

incorporate by reference and submit the Application and all its appendices (Appendices A 15 

through L) as PAWC Exhibit KEG-2 WW. 16 

 17 

Q. WHAT IS PAWC SEEKING IN ITS APPLICATION? 18 

A. There are four basic requests.  First, PAWC is requesting approval of the acquisition under 19 

66 Pa. C.S. § 1102, similar to many requests that come before the Commission.  20 

Specifically, PAWC seeks approval to acquire the Wastewater System and the right to 21 

begin service in the areas currently served by Valley (the “Service Area”), to include all 22 

areas pursuant to Valley’s Act 537 Plan.  The Application contains a pro forma tariff 23 
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supplement (Appendix A-12) under which Valley’s current rates would be initially 1 

adopted and would apply to all areas within the Service Area. 2 

Second, pursuant to 66 Pa. C.S. § 1329 (“Section 1329”), PAWC is seeking to 3 

utilize fair market value for the ratemaking rate base of the Wastewater System.  As 4 

explained more-fully below, fair market value under Section 1329 is the lesser of the stated 5 

negotiated purchase price in the APA or the average of the appraisal of Valley’s Utility 6 

Valuation Expert (“UVE”) and the appraisal of PAWC’s UVE.   7 

Third, PAWC is also seeking confirmation under Section 1329 to collect a 8 

distribution system improvement charge (“DSIC”) for the new service area and seeking the 9 

accrual and deferral of certain post-acquisition improvement costs.  Specifically, the 10 

accrual of Allowance for Funds Used During Construction (“AFUDC”) for post-11 

acquisition improvements not recovered through its DSIC for book and ratemaking 12 

purposes and the deferral of depreciation related to post-acquisition improvements not 13 

recovered through the DSIC for book and ratemaking purposes.  In addition, PAWC is 14 

seeking confirmation that it may include, in its next base rate case, a claim for transaction 15 

and closing costs related to the acquisition. 16 

Fourth, PAWC is seeking Certificates of Filing for approval under Section 507 of 17 

the Pennsylvania Public Utility Code (“Code”), 66 Pa. C.S. § 507, of (a) the APA, and (b) 18 

the November 16, 1988 Sewer and Water Service Agreement Between West Caln 19 

Township, Valley, Valley Township Authority1 and Highlands Corporate Center.2  These 20 

agreements are between PAWC and a municipal corporation and are therefore required to 21 

 
1  Valley Township Authority was subsequently disbanded. 
2  Valley will assign this contract to PAWC at closing.  In addition, Valley will assign some other contracts with 
municipal corporations to PAWC at closing, but those agreements will either terminate or become obsolete at closing. 
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be filed with the Commission under Section 507.  PAWC requests that the Commission 1 

issue Certificates of Filing or otherwise approve these agreements if the Commission 2 

deems that Certificates of Filing or approvals for these agreements are necessary under 66 3 

Pa. C.S. § 507. 4 

 5 

Q. WHAT DOES SECTION 1329 REQUIRE TO BE INCLUDED IN THE 6 

APPLICATION? 7 

A. Section 1329 requires that the Application include (1) a copy of the two UVE appraisals, 8 

(2) the purchase price, (3) the ratemaking rate base, (4) the transaction and closing costs, 9 

and (5) the proposed tariff.  However, as will be explained later in my testimony, the 10 

Commission has expanded the filing requirements beyond those specifically required by 11 

the statute. 12 

 13 

Q. WHAT DOES THE COMMISSION REQUIRE FOR THE APPROVAL OF THE 14 

FAIR MARKET VALUE RATEMAKING TREATMENT PERMITTED UNDER 15 

SECTION 1329? 16 

A. In its Final Supplemental Implementation Order entered February 28, 2019, at Docket No. 17 

M-2016-2543193 (“Final Supplemental Implementation Order”), the Commission 18 

attached as Appendix A an extensive list of specific Section 1329 “Filing Requirements” 19 

for items to include with an Application for it to be processed in a six-month time frame.  20 

PAWC’s Application is structured around those Filing Requirements.  Appendix A to the 21 

Application and its sub-appendices directly address each of the Filing Requirements. 22 

 23 
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Q. IS PAWC FILING AS PART OF THE APPLICATION TESTIMONY PREPARED 1 

BY VALLEY? 2 

A. Yes.  PAWC’s Application includes the written direct testimony of Valley’s selected UVE 3 

Mr. Harold Walker, III, and the written direct testimony of Patrice Proctor, the 4 

Chairwoman, Board of Supervisors of Valley Township.  PAWC is not sponsoring the 5 

written direct testimony of Mr. Walker and Ms. Proctor but has included that testimony in 6 

Appendix A-13 as required by the Filing Requirements and in anticipation of Valley’s 7 

potential participation in the proceeding.  PAWC reserves its right to submit rebuttal 8 

testimony regarding Valley’s testimony as appropriate. 9 

 10 

Q. IS PAWC PROPOSING THAT ITS APPLICATION BE EVALUATED USING THE 11 

FAIR MARKET VALUE PROVISION OF SECTION 1329? 12 

A. Yes.  PAWC’s Application has been prepared in accordance with the fair market value 13 

provision of Section 1329 of the Code.  Specifically, PAWC is requesting that the 14 

ratemaking rate base related to the Wastewater System be based on the lesser of the average 15 

of the UVE fair market value appraisals included in the Application or the APA purchase 16 

price.  I note, however, that PAWC reserves its right to make alternative ratemaking 17 

proposals in future proceedings as may be permitted under the Code.  18 

 19 

Q. ASIDE FROM AUTHENTICATING THE APPLICATION FOR ITS ADMISSION 20 

INTO THE EVIDENTIARY RECORD AND IDENTIFYING ITS REQUESTS FOR 21 

RELIEF, WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 22 

PROCEEDING? 23 
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A. My direct testimony describes the Transaction.  I will explain why the Transaction is in the 1 

public interest and will provide affirmative public benefits of a substantial nature and 2 

should be promptly approved by the Commission.  I will also discuss why PAWC is legally, 3 

financially, and technically fit to acquire and operate the Wastewater System.   4 

 5 

Q. PLEASE IDENTIFY THE OTHER PAWC WITNESSES WHO WILL BE 6 

PROVIDING WRITTEN DIRECT TESTIMONY AND THEIR SUBJECT 7 

MATTER AREAS. 8 

A. In addition to my direct testimony, PAWC will submit the written direct testimony of Mr. 9 

Michael Guntrum, PAWC Senior Project Engineer, Engineering; and Mr. Rod P. 10 

Nevirauskas, American Water Works Service Company Senior Director of Rates and 11 

Regulations, Mid-Atlantic Division.  PAWC is also sponsoring direct testimony by its 12 

selected UVE, Mr. Jerome C. Weinert, Principal & Director of AUS Consultants, Inc.  As 13 

discussed above, PAWC is also including in its Application, but not sponsoring, the written 14 

direct testimony by Valley’s selected UVE,  Mr. Harold Walker, III, Manager, Financial 15 

Studies of Gannett Fleming Valuation and Rate Consultants, LLC and  Ms. Patrice Proctor, 16 

of the Township of Valley, in anticipation of Valley’s potential participation in the 17 

proceeding.  PAWC reserves its right to submit rebuttal testimony regarding Valley’s 18 

testimony, as appropriate. 19 

Mr. Guntrum will also describe engineering and environmental issues associated 20 

with the System, support PAWC’s technical fitness to operate the Wastewater System, and 21 

explain certain commitments made by PAWC in the APA.  Mr. Guntrum will also address 22 

the anticipated day-to-day operation of the Wastewater System once it is acquired by 23 
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PAWC, including staffing and the customer service enhancements that PAWC intends to 1 

implement for the benefit of Valley’s customers.  Mr. Nevirauskas will address the initial 2 

rates, rules, and regulations for Valley’s customers as well as the impact of the Transaction 3 

on PAWC’s existing customers.  Mr. Nevirauskas will also discuss the financing of the 4 

Transaction and the overall financial fitness of PAWC.  Mr. Weinert will provide 5 

supporting testimony for his fair market valuation report. 6 

 7 

DESCRIPTION OF THE TRANSACTION 8 

Q. PLEASE PROVIDE A DESCRIPTION OF THE TRANSACTION NEGOTIATION 9 

PROCESS. 10 

A. On June 20, 2019, PFM Financial Advisors, LLC (“PFM”) issued Valley’s Request for 11 

Qualifications for Water & Sewer System Exploration (“RFQ”), which was the first part 12 

of a two-step process.  PAWC responded on June 21, 2019, expressing its indication of 13 

interest to participate in Valley’s process and subsequently submitted its response to the 14 

RFQ on July 11, 2019, which included a Confidentiality Agreement.  PAWC received 15 

access to PFM’s Virtual Data Room and on July 31, 2019, PAWC participated in Valley’s 16 

Management Meeting and Tour to conduct its field due diligence.  PAWC had the 17 

opportunity during the due diligence phase of Valley’s process to request additional 18 

materials and provide comments to the draft Asset Purchase Agreement and related 19 

Disclosure Schedules.   20 

On October 18, 2019, PFM issued, on behalf of Valley, the Request for Bids 21 

(“RFB”); the second step of the process, which indicated that proposals were due on 22 

November 15, 2019.  The RFB was later modified to require that proposals were due on 23 



Amended Appendix A-14-a  

9 
 

November 18, 2019.  PAWC submitted its proposal timely on November 18, 2019 and was 1 

notified by PFM later that day that PAWC was the only bidder.  On November 19, 2019, 2 

PFM presented PAWC’s offer to Valley’s Supervisors.  PAWC then attended a Valley 3 

Board of Supervisors’ Meeting on December 17, 2019, at the request of PFM.  At this 4 

meeting, PFM presented, and the Board opened the meeting for public discussion.  PAWC 5 

assisted in answering questions from the members of the public in attendance and at the 6 

conclusion of the public discussion the Board of Supervisors approved and signed the APA.  7 

Pursuant to Section 1329, PAWC and Valley retained the services of Pennoni 8 

Associates, Inc. on February 12, 2020, for the completion of The Engineer’s Assessment 9 

of Tangible Assets, which is included as Appendix A-15-a of this Application.  Also 10 

pursuant to Section 1329, on or about August 23, 2019, and April 20, 2020, PAWC and 11 

Valley, respectively, retained their UVEs to use The Engineer’s Assessment of Tangible 12 

Assets in preparing their fair market valuation reports.  These reports and electronic 13 

working papers are included as Appendix A-5-a and Appendix A-5-b of this Application.  14 

To complete these reports, PAWC retained the services of AUS Consultants, Inc. and 15 

Valley retained the services of Gannett Fleming Valuation and Rate Consultants, LLC.  16 

These reports value the System as of December 17, 2019, and March 31, 2020, 17 

respectively.  The average of these two appraisals is $19,463,530.  The arms-length 18 

negotiated purchase price for the Wastewater System, as provided for in the APA, is 19 

$13,950,000.20 



 

Q. CAN YOU PLEASE PROVIDE AN OVERVIEW OF THE APA? 1 

A. Yes.  The APA is attached as Appendix A-24-a (CONFIDENTIAL) to the Application 2 

(PAWC Exhibit KEG-2 WW).  The APA sets forth the terms and conditions pursuant to 3 

which Valley will sell, and PAWC will purchase, substantially all assets, properties and 4 

rights that Valley owns and uses in connection with the Wastewater System.  The APA sets 5 

forth the entire understanding of the parties with respect to the Transaction.  Under the 6 

APA, the closing of the Transaction will occur after the receipt of all applicable 7 

governmental approvals, including approvals from this Commission, and after all 8 

applicable conditions have been met (or waived) by the parties.   9 

Upon closing of the Transaction, PAWC will take ownership of the Wastewater 10 

System and begin rendering Wastewater service to Valley’s current customers and Valley 11 

will permanently discontinue providing or furnishing Wastewater service to the public 12 

within Valley and limited portions of West Caln, Sadsbury and East Fallowfield 13 

Townships, Chester County, Pennsylvania. 14 

 15 

Q. CAN YOU PLEASE PROVIDE A SUMMARY OF THE APA’S PROVISIONS 16 

GOVERNING THE TRANSFER OF ASSETS? 17 

A. The terms of purchase of specific properties, assets and rights to be transferred to PAWC 18 

are defined and described in the APA’s Section 2.01.  Generally, the APA states that every 19 

asset, property and right owned by Valley, and used in the provision of wastewater service, 20 

whether real, personal, mixed, tangible or intangible, and including all the physical plant, 21 

property, equipment and facilities comprising the Wastewater System owned by Valley 22 

shall be conveyed to PAWC.  All interests in real estate, including leases, easements and 23 
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access to public rights-of-way, owned by Valley and relating to the Wastewater System, as 1 

well as all assigned contracts, which are listed in the APA’s Schedule 4.13,  also will be 2 

conveyed to PAWC. 3 

Section 2.02 and Schedule 2.02(h) of the APA provide a list of assets not included 4 

in the sale.  They generally exclude: any contracts, licenses and leases that are not otherwise 5 

Assigned Contracts; the seals, organizational documents, minute books, or other records 6 

having to do with the organization of the Seller; cash and cash equivalents; insurance 7 

policies of Seller; all rights to any outstanding lien related to a non-payment by a System 8 

customer existing at or prior to the Closing Date; any assets, properties and rights used by 9 

Seller other than those that primarily relate to the Wastewater System; the MS4 system real 10 

property and any and all connecting facilities originating from the Seller’s terminus point 11 

of the collection facilities at the edge-of-road or curb-line when the facilities are located 12 

within a public right-of-way or the edge of an easement when the collection facilities are 13 

located within private property to and throughout the customer’s property.  14 

   15 

Q. HAS PAWC AGREED TO ASSUME ANY LIABILITIES OF VALLEY’S AS PART 16 

OF THE TRANSACTION? 17 

A. Yes, PAWC is accepting certain “Assumed Liabilities” as part of this Transaction on the 18 

day of closing.  Per Section 2.04 of the APA, PAWC will assume any and all liabilities and 19 

obligations:  (1) arising under Valley’s NPDES Permits (arising from, related to or based 20 

on events or circumstances occurring on or after the Closing Date) and (2) arising out of 21 

or relating to the System or the Acquired Assets on or after the Closing including:  (a) all 22 

liabilities and obligations under the Assigned Contracts and Authorizations and Permits 23 
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resulting from events that occur or conditions that arise on or after the Closing; (b) any 1 

litigation against Valley related to the System or the Acquired Assets resulting from events 2 

that occur on or after the Closing; (c) all liabilities and obligations for Taxes related to the 3 

System, its operation, and the Acquired Assets on or after the Closing. 4 

 5 

Q. CAN YOU PLEASE SUMMARIZE THE APA’S PROVISIONS GOVERNING THE 6 

NEGOTIATED PURCHASE PRICE OF THE TRANSACTION? 7 

A. The consideration for the purchase of the System is set forth in Section 3.01 of the APA.  8 

The arm’s length negotiated purchase price is $13,950,000. 9 

 10 

Q. PLEASE EXPLAIN THE RATES THAT WILL APPLY TO VALLEY’S 11 

CUSTOMERS FOLLOWING THE CLOSING OF THE TRANSACTION. 12 

A. As set forth in Section 7.03 of the APA and as will be explained more-fully in the Direct 13 

Testimony of Mr. Nevirauskas, PAWC Statement No. 3 WW, PAWC will adopt Valley’s 14 

rates at the time of Closing of the Transaction.  Moreover, the parties recognize that 15 

ratemaking authority is vested with the Commission.  Other charges, such as PAWC’s 16 

DSIC and State Tax Adjustment Surcharge, will apply and may be subject to increases.  17 

PAWC will bill all Valley customers on a monthly basis, effective following closing.  The 18 

effective rates are shown in the APA Appendix A-24-a (CONFIDENTIAL), Schedule 19 

7.03, and referenced in Appendix A-18-a through A-18-c to the Application (PAWC 20 

Exhibit KEG-2 WW). 21 



 

Q. HAS PAWC MADE ANY COMMITMENTS IN THE APA THAT WILL BE 1 

IMPLEMENTED AFTER THE CLOSING OF THE TRANSACTION? 2 

A. No, however, my colleague, Michael Guntrum, will discuss our proposed capital plan post-3 

closing in his written direct testimony, PAWC Statement No. 2WW.  In addition, Mr. 4 

Guntrum will also discuss the anticipated day-to-day operation of the System once it is 5 

acquired by PAWC, including staffing, in his written direct testimony.  6 

 7 

TRANSACTION IS IN THE PUBLIC INTEREST 8 

Q. PLEASE PROVIDE AN OVERVIEW OF PAWC. 9 

A. PAWC, a subsidiary of American Water Works Company Inc., (“American Water”), is the 10 

largest regulated public utility corporation duly organized and existing under the laws of 11 

the Commonwealth of Pennsylvania, engaged in the business of collecting, treating, 12 

storing, supplying, distributing, and selling water to the public, and collecting, treating, 13 

transporting and disposing of wastewater for the public.  Water and wastewater service is 14 

furnished by PAWC to the public in a service territory encompassing more than 400 15 

communities in 36 counties, including Chester County and the neighboring counties of 16 

Lancaster, Berks, and Montgomery.  Overall, PAWC serves a combined population of over 17 

2,400,000 across the Commonwealth and is American Water’s largest subsidiary with 18 

nearly 19 percent of American Water’s regulated customer base.  19 

PAWC currently employs approximately 1,100 professionals with expertise in all 20 

areas of water and wastewater utility operations, including engineering, regulatory 21 

compliance, water and wastewater treatment plant operation and maintenance, distribution 22 

and collection system operation and maintenance, materials management, risk 23 
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management, human resources, legal, accounting and, most importantly, customer service.  1 

PAWC has the expertise, the record of environmental compliance, the commitment to 2 

invest in necessary capital improvements and resources, and experienced managerial and 3 

operating personnel necessary to provide safe and reliable wastewater service to the residents 4 

of Valley and surrounding areas.   5 

 6 

Q. PLEASE DESCRIBE PAWC’S HISTORICAL RELATIONSHIP WITH VALLEY. 7 

A. Since PAWC’s acquisition of the water and wastewater assets of the City of Coatesville 8 

Authority (“CCA”) in March 2001, PAWC has been the regional water (and wastewater) 9 

provider in the City of Coatesville and surrounding communities.  PAWC provides 10 

wastewater treatment for the communities of Valley, Sadsbury Township, City of 11 

Coatesville, East Fallowfield Township, Caln Township, West Caln Township, Valley 12 

Township, West Sadsbury Township, Highland Township, West Brandywine Township 13 

and Parksburg Borough.  Valley has been a bulk wastewater customer of PAWC since 14 

PAWC’s acquisition of CCA’s water and wastewater system assets.  Valley sends its 15 

wastewater to PAWC for treatment.  We maintain a relationship with Valley and other local 16 

municipalities by participating in local events, providing environmental and firefighting 17 

grants, offering the “H2O Assistance Program,” and supporting economic growth through 18 

infrastructure improvements in the communities we serve.    19 

 20 

Q. HOW MANY CUSTOMERS DOES VALLEY’S SYSTEM CURRENTLY SERVE 21 

AND HOW MANY CUSTOMERS DOES PAWC CURRENTLY SERVE? 22 

A. As of December 31, 2020, Valley furnished wastewater service to 3,125 customers.   23 
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As of August 31, 2020 PAWC, furnished wastewater services to approximately 75,253 1 

customers in Pennsylvania, inclusive of 69,692 residential customers, 5,303 commercial 2 

customers, 203 municipal customers, 44 industrial customers, and 11 bulk customers. 3 

   4 

Q. CAN YOU PLEASE EXPLAIN WHY THE PROPOSED TRANSACTION IS IN 5 

THE PUBLIC INTEREST? 6 

A. The Transaction will result in affirmative public benefits of a substantial nature.  First, 7 

PAWC, as a large and long-established public utility, has the managerial, technical, and 8 

financial fitness to operate the System in a safe and efficient manner in compliance with 9 

the Code, the Pennsylvania Clean Streams Law, and all other applicable statutory and 10 

regulatory requirements.  PAWC has extensive experience in the operation of wastewater 11 

collection, treatment, transportation and disposal systems.  The acquisition fosters the 12 

Commission’s stated goal of regionalizing wastewater systems to provide greater 13 

environmental and economic benefits to customers.    14 

Second, Valley’s current customers will benefit in several ways from becoming 15 

PAWC customers.  PAWC is a large, financially-sound company that has the capacity to 16 

finance necessary capital additions and improvements that will benefit its customers.  In 17 

addition, given its size, its access to capital, and its recognized strengths in system 18 

planning, capital budgeting, and construction management, PAWC is well-positioned to 19 

ensure that high quality wastewater service meeting all applicable state and federal 20 

regulatory requirements is provided to Valley’s customers.  Additionally, PAWC is subject 21 

to the jurisdiction of the Commission and must comply with the Code.  Valley is not 22 

regulated by the Commission and does not need to comply with the Code. 23 
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Third, Valley’s current customers will benefit from the enhanced and proven 1 

customer service that PAWC provides.  My colleague, Michael Guntrum, discusses these 2 

customer service enhancements in more detail in PAWC Statement No. 2; however, I 3 

would like to note that they include, but are not limited to, additional bill payment options, 4 

extended customer service and call center hours, enhanced customer information and 5 

education programs, and access to PAWC’s customer assistance program. 6 

Finally, the Transaction will benefit PAWC’s existing customers and Valley’s 7 

current customers in the long-term by expanding PAWC’s customer base.  There will be 8 

no immediate rate impact on PAWC’s existing customers, and we expect that the 9 

Transaction will help PAWC maintain reasonable rates for all its customers going forward.  10 

Moreover, by adding additional connections to the entire PAWC system, there are more 11 

customers to share future infrastructure investment cost, which promotes stable rates across 12 

the entire PAWC system.  Customers who benefit from near-term improvements will one 13 

day help pay for improvements on behalf of other customers on other parts of the PAWC 14 

system.  Being able to spread the costs of investing in and maintaining public wastewater 15 

systems over a growing customer base, particularly in a time of increased environmental 16 

requirements, is essential to the continued success of wastewater systems and maintaining 17 

reasonable rates for customers.  There is also a clear legislative intent associated with 18 

Section 1329 and its allowance of fair market valuation for ratemaking purposes.  The 19 

General Assembly intended to facilitate the acquisition of municipal water and wastewater 20 

systems by investor-owned utilities for the benefit of municipal corporations and their 21 

customers.     22 



 

PAWC’S LEGAL, FINANCIAL AND TECHNICAL FITNESS 1 

Q. CAN YOU PLEASE TELL US WHY PAWC IS LEGALLY FIT TO ACQUIRE AND 2 

OPERATE THE SYSTEM? 3 

A. Yes.  PAWC is a Commission-regulated public utility with a good compliance history.  4 

There are no pending legal proceedings that would suggest that PAWC is not legally fit to 5 

provide service to customers on Valley’s System. 6 

 7 

Q. CAN YOU EXPLAIN WHY PAWC IS FINANCIALLY FIT TO ACQUIRE AND 8 

OPERATE THE SYSTEM? 9 

A. Yes.  PAWC is the largest water and wastewater provider in Pennsylvania.  It has a long-10 

demonstrated history with the Commission of financial stability. 11 

As part of the Application, PAWC provided the audited internal balance sheet, as 12 

of December 31, 2019, for PAWC (Appendix D to PAWC Exhibit KEG-2 WW), as well 13 

as the audited income statement, as of December 31, 2019 for PAWC (Appendix F to 14 

PAWC Exhibit KEG-2 WW).  Those documents show that PAWC had total assets of 15 

approximately $5.3 billion as of December 31, 2019.  Further, they show that PAWC had 16 

net income of approximately $187 million for the 12 months ending December 31, 2019.  17 

These figures further demonstrate that PAWC has the financial stability and wherewithal 18 

to acquire the System and operate it in the public interest.  My colleague, Mr. Nevirauskas, 19 

will provide additional details in PAWC Statement No. 3 on the financial health of PAWC 20 

and its ability to access capital. 21 

 22 
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Q. PLEASE EXPLAIN WHY PAWC IS TECHNICALLY FIT TO OPERATE THE 1 

SYSTEM? 2 

A. As I discussed earlier, PAWC is engaged in the business of collecting, treating, transporting 3 

and disposing of wastewater for the public.  PAWC is the largest investor-owned water 4 

utility in the Commonwealth of Pennsylvania and already has significant water operations.  5 

PAWC is experienced in undertaking and completing water and wastewater system 6 

acquisitions with public and private sector owners and successfully integrating those assets 7 

into our business operations.  My colleague, Michael Guntrum, will explain in greater 8 

detail in PAWC Statement No. 2 WW, specifically how PAWC intends to operate the 9 

System once acquired. 10 

 11 

SERVICE TERRITORY 12 

Q. PLEASE EXPLAIN THE SERVICE TERRITORY SOUGHT BY PAWC IN THE 13 

APPLICATION.  14 

A. As part of its Application, PAWC is seeking the right to provide service in the service area 15 

served by Valley as shown in the maps and descriptions attached as Appendix A-16-a 16 

through A-16-f to PAWC Exhibit KEG-2 WW.  No municipal authority, corporation, 17 

partnership or individual other than Valley is now furnishing or has corporate or franchise 18 

rights to furnish service similar to that to be rendered by PAWC in the Service Area covered 19 

by the Application, and no competitive condition will be created.  As discussed above, 20 

upon closing of the Transaction, Valley will permanently discontinue all wastewater 21 

service to the public. 22 
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Valley also provides wastewater service in limited portions of West Caln, East 1 

Fallowfield and Sadsbury Townships which are also served by PAWC.  The agreements 2 

related to these communities are included in Appendix A-25-a and identified on Schedule 3 

4.13 to the APA.  The agreements will terminate after closing on the Transaction with 4 

Valley. 5 

 6 

APPROVAL OF CONTRACTS WITH MUNICIPAL CORPORATIONS 7 

Q. HAS PAWC REQUESTED CODE SECTION 507 CERTIFICATES OF FILING OR 8 

APPROVALS AS PART OF ITS APPLICATION? 9 

A. Yes.  In addition to the approvals sought under Code Sections 1102(a) and 1329, 66 Pa. 10 

C.S. §§ 1102(a), 1329, the APA (attached as CONFIDENTIAL Appendix A-24-a) and 11 

the Sewer and Water Service Agreement Between West Caln Township, Valley, Valley 12 

Township Authority, and Highlands Corporate Center (attached in Appendix A-25-a) 13 

(which will be assumed by PAWC), must be filed with the Commission pursuant to Code 14 

Section 507.  The foregoing agreements are reasonable and necessary in order for PAWC 15 

to provide service in the Service Area.  16 

 17 

Q. PLEASE DESCRIBE ANY OTHER MUNICIPAL CONTRACTS TO BE 18 

ASSUMED BY PAWC. 19 

A. Other municipal agreements assigned or assumed by PAWC either terminate or become 20 

obsolete at closing.  These agreements include contracts between Valley and PAWC and 21 

contracts between Valley and the City of Coatesville Authority (which is now owned by 22 

PAWC).  Those agreements are attached to the Application in Appendix A-25-a.  23 
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CONCLUSION 1 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 2 

A. Yes.  However, I reserve the right to supplement my testimony as additional issues or facts 3 

arise during the course of this proceeding.  Thank you. 4 



Exhibit KEG-1  

Previous Testimony Before the Pennsylvania Public Utility Commission From May 2013-Present  

Case Docket 
Application of Pennsylvania-American Water 

Company (PAWC) for approval of:  (1) the 
transfer, by sale, of substantially all of Paint-Elk 

Joint Sewer Authority (PEJSA) properties and 
rights related to its wastewater system to PAWC, 

and (2) the rights of PAWC to begin to offer or 
furnish wastewater service to the public in 

portions of Paint Township and Elk Township, 
Clarion County, Pennsylvania.   

Docket No. A-2013-2395998 

Application of Pennsylvania-American Water 
Company-Wastewater Division (PAWC-WD) for 

approval of:  (1) the transfer, by sale, of 
substantially all of Shippenville Borough 

properties and rights related to its wastewater 
system to PAWC-WD, and (2) the rights of PAWC-

WD to begin to offer or furnish wastewater 
service to the public in Shippenville Borough and 

an additional portion of Elk Township, Clarion 
County, Pennsylvania.   

Docket No. A-2014-2441953 

Application for approval of: 1) the transfer, by 
sale, of substantially all of the water system 

property and rights of the McEwensville 
Municipal Authority to PAWC, and 2) the right of 

PAWC to begin to offer or furnish water service to 
the public in McEwensville Borough and an 
additional portion of Delaware Township, 

Northumberland County, PA. 

Docket No. A-2015-2460981 

Application for approval of: 1) the transfer, by 
sale, of substantially all of the wastewater system 
assets and rights of the McEwensville Municipal 

Authority to PAWC-WD, and 2) the right of 
PAWC-WD to begin to offer or furnish 

wastewater service to the public in McEwensville 
Borough, Northumberland County, PA. 

Docket No. A-2015-2460981 

Application of PAWC for approval of 1) the 
transfer, by sale, of substantially all of the 

Borough of Turbotville's assets, properties and 
rights related to its wastewater collection and 
treatment system to PAWC, and 2) the right of 
PAWC to begin to offer or furnish  wastewater 

service to the public in the Borough of 
Turbotville, Northumberland County 

Pennsylvania 
 

Docket No. A-2018-3004189 



Exhibit KEG-1  

Application of Pennsylvania-American Water 
Company for approval of the transfer, by 

sale, of substantially all the Municipal 
Authority of the Borough of Turbotville’s 
assets, properties and rights related to its 

water treatment and distribution system, to 
Pennsylvania-American Water Company 

Docket No. A-2018-3004191 

Section 1329 Application of Pennsylvania-
American Water Company–Wastewater 
Division for the Acquisition of Sadsbury 
Township’s Wastewater System Assets 

Docket No. A-2018-3002437 
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In re: Application of Pennsylvania-American Water
Company under Section ll02(a) of the Pennsylvania
Public Utility Code, 66Pa C.S. $ ll02(a), for approval
of (1) the transfer, by sale, of substantially all of Valley
Township's assets, properties and rights related to its
wastewater collection and conveyance
system to Pennsylvania-American Water
Company, and (2) the rights of Pennsylvania-American
Water Company to begin to offer or furnish wastewater
service to the public in Valley Township, and limited
portions of East Fallowfield Township,
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Chester County, Pennsylvania
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DIRECT TESTIMONY OF JEROME C. WEINERT

rQ. Please state your name, business address, and occupation.

My name is Jerome C. Weinert. My business address is 8555 West Forest Home Avenue,

Suite 201, Greenfield,WI53228. I am a Principal and Director of AUS Consultants, Inc.

("AUS Consultants"). This testimony was prepared by me.

2l^.

6 Q. Please describe your qualifications and indicate if you are registered as a Utility

7

8

Valuation Expert ("UVE") with the Pennsylvania Public Utility Commission ("PUC"

or "Commission").

9 A. My curriculum vitae ("CV") is attached to my report and this testimony. PAWC Exhibit

l0 JCW-I WW. AUS Consultants is a registered UVE with the PUC. We obtained that

ll registration in20l6 and were informed of our renewal by the PUC's Secretary on January

l2 13,2020.

l3

t4 a.

ls A.

t6

t7

l8

l9

a.

2t A.

20

What is the purpose of your testimony?

This direct testimony provides clarification and explanation of the appraisal I provided to

Pennsylvania-American Water Company ("PAWC"), the Acquiring Public Utility

pursuant to 66 Pa. C.S. $ 1329(a)(5) and in accordance with the Uniform Standards of

Professional Appraisal Practice ("USPAP") (2020-2021 Edition).

Are you advocating for any party or outcome?

No. The Ethics Rule of the USPAP, applicable here pursuant to 66 Pa. C.S. $ 1329(a)(3),

requires that I perform the appraisal with impartiality, objectivity, and independence, and

without accommodation ofpersonal interests. In addition, the USPAP Ethics Rule requires

22

23

1
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that I not perform the assignment with bias, that I must not advocate the cause or interest

of any party or issue and that I must not accept an assignment that includes the reporting

of predetermined opinions and conclusions.

Do you have any affiliation with either Valley Township ("Valley"), the Selling Utility

pursuant to 66 Pa. C.S. $ 1329(a)(5), or the Acquiring Public Utility?

No. Other than the current assignment to provide the subject appraisal, and similar on-

going assignments to provide appraisals of other utility systerns, I have no business or

personal relationships with any party to the proposed acquisition.

What is your fee arrangement to deliver the appraisal?

A copy of the fee arrangernent is included with the Application as Appendix A-7.1. In

summary, AUS Consultants are to receive $25,200 plus expenses in compensation for our

appraisal.

Will you receive that fee regardless of whether the Commission approves the

proposed transaction or whether it closes?

Yes. 66 Pa. C.S. $ 1329(a)(3) mandates that I comply with the USPAP when developing

my appraisal. Under the USPAP, I cannot perform the appraisal with bias and acceptance

of a fee contingent on a particular outcome like closing or Commission approval would

violate that Ethics Rule.

2

3

4

5

6

7

8

9

a.

A.

l0

ila.
12 A.

l3

t4

l5

16 a.

t7

18 A.

l9

20

2

2t
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3

4

5

6

7

8

TESTIMONY OF JEROME

rQ. Have you prepared any exhibits, schedules, or appendices to accompany your direct

testimony?

Yes. The appraisal I submitted to the Acquiring Public Utility pursuant to Section

1329(a)(5) is included in the Application as Appendix A-5.1. The appraisal includes a

narrative and supporting exhibits in sections. All were prepared under my supervision and

control. Also, as stated above, attached to this testimony as PAWC Exhibit JCW-I WW

is my CV.

A.

9 Q. Please summarize your results of the application of the cost, market, and income

l0 approaches to valuation.

1l A. The summary results of the cost, income, and market approaches is presented below.

t2

Appraisal Approach
Cost

lncome
Market
Appraisal Conclusion

Value lndicator
L9,252,333

L9,754,327

L7,937,623

Weight Wtd Value lndicator
5@/o 9,626,766
4Uo 7,66L,737
1@/" L,793,762

19,081,059r3

t4

ls a.

l6

t7 A.

l8

19

Please describe any assumptions, extraordinary assumptions, hypothetical

conditions, and/or limiting conditions that you applied to the valuation.

The major assumptions and limiting conditions used in preparing our appraisal of Valley's

Wastewater Collection System (the "System") are described in our appraisal report "Fair

Market Appraisal Report of Valley Township (PA) Wastewater System, as of December

3
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3

4

5

6

7

8

9

a.

A.

a.

l0 A.

ll

t2

l3

l4

l5

l6

t7

l8

l9

DIRECT TESTIMONY OF JEROME C. WEINERT

17,2019." Beyond the above-described assumptions, there are no extraordinaryl or

hypothetical2 assumptions (as defined in the 2020-2021edition of USPAP).

How was each assumption used and what was its result?

The assumptions are detailed in my appraisal report and are discussed further in this

testimony.

How did you develop the weighting applied to each approach in your appraisal and

why are the individual weights you chose appropriate for this proposed transaction?

For the cost approach I chose a weighting of 50%o. It is my opinion that this weighting is

appropriate for the cost approach because the major purpose of this appraisal is to be an

input to the Commission's establishment of cost for future ratemaking and the cost

approach conclusion is directly reflective of the property cost.

For the market approach, I chose a weighting of l0%. It is my opinion that this

weighting is appropriate for the market approach because while the market approach

provides some information as to the value of the property, establishing comparability

between the individual sales to the subject property is difficult and uncertain therefore

requiring less weight of the market approach and the l0% weight accomplishes that

objective.

I Extraordinary assumption: an assignment-specific assumption as of the effective date regarding uncertain
information used in an analysis which, if found to be false, could alter the appraiser's opinions or conclusions . 2020-
2021 USPAP page4.
2 Hypothetical condition: a condition, directly related to a specific assignment, which is contrary to what is known by
the appraiser to exist on the effective date ofthe assignment results, but used for the purpose ofanalysis. 2020-2021
USPAP page4.

4
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For the income approach, I chose a weighting of 40o/o. It is my opinion that this

2

4

3

5

6

7

8

9

weighting is appropriate for the income approach because the income approach reflects the

value of the property's return to the property's owner. T\e 40o/o weight accomplishes that

objective

a Did you conduct an on-site inspection of the $slling Utility's assets, and if so, what

was its result on the appraisal?

Yes. AUS Consultants conducted an on-site inspection of Valley's wastewater assets

during June 2020. The on-site inspection was mainly used to provide an overview of the

System and verifu its condition.

A.

10

ll

t2 a.

l3

14 A.

l5

l6

t7

18

l9

a.20

What Utility Earnings Report was used to create the capital structure used in your

appraisal?

I used a market required capital structure based on an analysis of the market capital

structure analysis (detailed in the Cost of Capital / Required Return portion of our appraisal

report). Information used in developing the market capital structure was obtained from

financial statistics reported in Value Line Investment Survey for the water / wastewater

industry published in their January 10,2020 issue.

What capital structure was used in your appraisal?

The capital structure used in my appraisal is included below.

5

2t A.
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WrEr.nd W-terratc, Cct of Capltd
FlEt Cls.rter 20D l1-1-2GlOl

As.n lnv.3tor-Omcd Utlllty

Wcljhtcd Coet of Caplt l (Dlrount R !.)
(1)

Equity

Iot lc.plt lr
Gmwth (g)

n ts ulthout Gloxrth: (l+r)/(qrl-l

(2al (31 (3a) (4)

Type of Data Capital C.ost Type of Data
AIJS tnp$

It arket 3.23% Martet

Market 9.9e/. Martet

(4al (s)

After-tax
Tax affect on MarlGt
cost of c.pital Capit.l Cost

(2rFr(e)
7L.L7% O.W6

L@.e/" 7.33%

Debt

(2)

Portion of
Capital
Slnpd

760/"

740/"

Tar Rate

2A.aSv"

o.0,6

1lxJ.W 7.93yr

Lazfi
6qr%I

2

4

5

6

7

8

3 Cost Approach

a.

A.

eQ.
10 A.

1l

t2

l3

t4

15 a.

t6 A.

t7

Regarding your application of the cost approach, what method did you use to

determine the cost approach result (e.g. original cost, replacement cos{ reproduction

cost)?

I used the replacement cost method.

Please explain why you chose the replacement cost method.

I chose the replacement cost method because it is considerd the proper starting point for

a cost approach. Replacement cost reflects the appraisal date cost of providing the

property's functionality and capacity at the appraisal date using recognized materials and

labor costs.

What index did you use for that method?

I used the Handy Whitnan lndex of Public Utility Construction Costs for the Water

Industry (North Eastern US Region), AUS Telephone Index (General Plant), and various

United States Bureau of Labor Statistics cost index series.

6

l8
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5

6

7
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Under your application of the cost approach what assets did you value or trend

differently from other assets and why was that necessary?

I costed each property account with cost trends appropriate for the property contained in

the account. As such, the costing of each property account may differ from account to

account. It is my opinion that an accurate appraisal requires each property account be

costed with cost trends reflective of the property contained in the account. Valley's

property as detailed in the Pennoni Associates, Inc. Engineer's Assessment of $13,389,110

was determined to have a replacernent cost new of $31,729,237 summaized as follows:

P.nnsy'v.ni. Am.d@n w.br cffiprny
V.llGy Town$ip Wa+w.&r Sy*m
w.$w.br 6ll.don syim
lnve$rowned qlny
As ol h@mhr 17, 2019

bd.-ffidk(rcil

(1) (2) ( 15)(3)

6ti€
_!Iijsl_g=!_ P.nmd.r

R.sddis
hTErhs htb(RCN) (@R)

(s)

(RCN) to

(cffi)

@$

Odglnal Cost coR

(e) ( 10) (a) ( 14)

NABK
code

NARUC

code

52,8rc
2,183,S10

1,99,10
9,8s9

HW-139

cfi/u
RCN

21,729,237

353.m
353.S
3g.s
355.S
m.21
m.B
$1.21
%1.D
361.4
363.m
36s.20
Gr.hd
Total

3s3.20
353.S
3il.30
355.$
M.2L
m.B
5L21
*L.2
361,4

bnd & bnd Rights Od8ln.l Easln
bnd & bnd Rl8hG - PumpinS

Studures & lmprovements - PumplnS

Generating Equipment - PumplnS
Collcdion Sew.E - Forc€ - klns
Colledion Sewe6 - Force'Mnholes / &ter Pits
colledlon S.w€6 - GBvity - Mains

Colledlon Sewac - Gaviiy - Mains Relinlng

ColledlonSeweE Gravity Menhol.s

3,H
3

1,712,310
21,47

L,LA1,SLg

20,733

us861
SBEl

usEg

19.78
6

2,U3,68
*.781

1,S,8U
5.3$

t7,w,fl
s,9

4g3,sro
41S,G

41,51

LM
LM
LM
LM
LM
lm
1.O
LM
LM
1.m
lm

5.ffi
1.9
1.tr
1.71
L-67

t.D
2.47
1.11

2.6
2.17
4.8

2.37

19,749
6

LW,619
36,74L

,,%,4L2
b,3s

17,9,9
s,s

4s3,510
4,1S,38

41,S1355.20 Flow Me.iudn8 lnst.llations M.ter Pit!
Gr.nd
Total Grind Total 11S,110 tm 31,78,237l0

ll

t2 These results are detailed in the Application Appendix A-5.1 (AUS Appraisal) under the

7

l3 Cost Approach section.
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Under your application of the cost approach, what year-end date did you use for

calculating the depreciation or condition of the property?

I used the date of Decernber 17,2019.

How did you determine the depreciation parameters of survivaUretirement

characteristics and service lives for the utility property under the cost approach?

I determined those parameters based on our review of the depreciation studies filed by

PAWC in support of their depreciation parameters (Iowa-type Survival Characteristics and

Service Lives) and the resultant depreciation expense and rate base (net book) in their

recent General Rate Cases (R-2017-2595853 and R-2020-3019371) and AUS Consultants'

experience in preparing depreciation studies for the water and wastewater industry and our

experience appraising water and wastewater properties. The following table summarizes

those studies and AUS Consultants' review of the depreciation parameters:

4

5

6

7

a.

A.

8

9

l0

l1

t2

t3

8
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Summary of PAWC Deprecaation Studles Prepared for Rate Case
Arcoonl D..c.lpti.n

Qlta2c, ttrarot
R.i.i.i.t Lil.

Qlraaat alaa20t

354.20

354.30

3v.4
3s4,.70

355.m
360.10
361.10

36L.20

353.()
364.m
365.m
370.@
371m
3ao.m
3a1m
:182.m

:t89.10

389.60

390.@

391m
392.q)
393.@
394.m
395.m
396.m
397.@

394@

STRUCTURES AND IMPROVEMENTS - COLLECTION

STRUCTURES AND IMPROVEMENTS - SPP

STRUCTURES AND IMPROVEMENTS - TOP

STRUCTURES ANO IMPROVEMENTS - GENER.AL

POWER GENERATION EQUIPMENT

COLTECTION SEWERS. FORCE MAINS
COLLECTION SEWERS - GRAVITY MAINS

4L.3

22.9
13.3

23.L

42.7

35.5

37.L
43.7

37.4

13.6

12.3

9.5

L9,9
16.4

11,3

a.7
10.3

9-6

R3

R2.5

R2

s1

R2.S

s2
R2.5

s1.5
R3

L3

s1.5

R3

50
5-R2

R3

R3

52.5

SQ

L4

sq
SQ

SQ

12.5

SQ

sq

R3

so

so
s1

so.5

R3

R2.5

s2.5
R3

12.5

s2

R3

so.5

s1.5

R3

R3

s2.5

SQ

sq
L4

sq
sq
SQ

R2

SQ

SQ

5Q

years

45

50

55
35

35

70
70

50

38

20
30

50
4
45

50

50

20

20
15

25
20

15

16

15

1S

ntra20a

years

45

55

55
35

35
75

80

50

47
15

25

50

30

35

50

50

20

5
20

t4
25

20

15

15

15

25

yeaE

39.1
45.2

55.6
33.3

29.7

53.1
56.9

yeaE

33.3
32.6

31.7

23.2

19.3
52.5

54.8

32.2

N.2
5.1

10.8

33.7

18.2

20.1
12.7

28.3

11.3

3.5

10.1

9.8
17.2

15.4
10.4

73.2
5.9

12.8

21.5

MANHOLES

SERVTCES

FLOW MEASURING DEVICES

FLOW MEASURI NG I NSTALLATIONS

RECEIVING WELI.S

PUMPING EQUIPMENT

TREATMENT EQUIPMENT

PLANT SEWERS

OUTFALLSEWER LINES

OTHER PLANT AND MISCELLANEOUS EQUI PMENT. INTANGI BLES

OTHER PI.ANTAND MISCELLANEOUS EQUIPMENT- CPS

OFFICE FURNITURE AND EQUIPMENT

TR.ANSPORTATION EQUIPMENT

STORES EqUIPMENT

TOOI.S, SHOP AND GARAGE EqUIPMENT

LABORATORY EQUIPMENT

POWER OPERATED EQUIPMENT

COMMUNICATION EQUIPMENT

MISCELLANEOUS EqUIPMENT

OTHERTANGIBLE PI..ANT

2

J

4

5

6

7

8

9

0.

A.

Why are those parameters appropriate?

Those parameters are appropriate because the paftrmeters reflect the actual service life

experienced by PAWC in serving wastewater customers in the Commonwealth of

Pennsylvania and which were adjudicated by the PUC in the2017 General Rate Cases and

will be adjudicated by the PUC in the 2020 General Rate Cases (Docket Nos. R-2020-

3019369 and R-2020-30193371). The parameters in the following table also reflect AUS

Consultants' experience ofthe survival / retirement characteristics ofnormal and functional

service lives of wastewater properties:l0

9

1l
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Pennsylvania Am€rican Water Company
Valley Township Wastewater System
wastewater collection system
lnvestor-Owned Utility
December 1Z 2019

Summary of Account Costing and Depreciation Parameters Used in the Depreciation Original Cost and the Depreciated
Replacement Cost New Studies

(1) 12) (4) (s) (5)

(4a) (4b) (5a)

lowa
Survivor/ Normal

Account Retirement Service Economic Tax

Number Description curve Life Obsolescence Depreciation

years % of CORLD Table Life

353.20 Land & Land Rights - Original Basin

353.30 Land & Land Rights - Pumping
353.40 tand & Land Rights - Treatment
354.30 Stuctures & lmprovements - Pumping
355.:)0 Generating Equipment - Pumping
360.21 Collection Sewers - Force - Mains
360.23 Collection Sewers - Force - Manholes / Meter Pits

351.21 Collection Sewers - Gravity - Mains
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a.

A.

Also, due the age of Valley Township's early property installations the mrxlmum

depreciation was limited to 85% of the cost new.

What was the result of the application of the depreciation parameters to the

previously described replacement cost new of $3117291237?

With the application of the above described depreciation parameters, the replacement cost

new of $31,729,237 results in a replacement cost new less depreciation of $19,252,333

determined as follows:10
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29.A2 31,78,237 7171 454 75.27 0.51 19,2s2,111

5

The above replacement cost new less depreciation represents the preliminary cost approach

conclusion which was tested for economic obsolescence based on the results of the income

and market approaches which will be described in the remainder of this testimony. Based

on our review of the preliminary cost approach and the results of the income and market

approaches, no economic obsolescence exists at the preliminary cost approach conclusion

of $19,252,333; therefore, the final cost approach conclusion was determined to be

$19,252,333. These results are detailed in the Application Appendix A-5.1 (AUS

Appraisal) under the Cost Approach section.

6

7

9

l0

ll

12 Market Approach

13 a. Regarding your application of the market approach, what methods did you use to

determine the market approach result?t4

1l
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I used the comparable sales of water and wastewater properties in the Commonwealth of

Pennsylvania subsequent to the passage of Section 1329 and financial market value ratios

of publicly traded water and wastewater companies as reported in the January 10, 2020

issue of Value Line Investment Survey.

What assumptions, analyses, and/or adjustments did you make under each method?

Under the comparable sales method, it is my opinion that sales amount to depreciated

replacernent cost is the best indicator in arriving at the appraised value of physical assets

operating as a wastewater collection system. Under the financial ratios method, I believe

that an accurate result depends on using the weighted mean of the ratio of the market debt

and equity to book debt and equity.

What were the results of each analysis you performed?

The comparable sales analysis produced a result of $17,931,623. The financial market

analysis produced a result of $19,443,097 detailed as follows:

2

3

4

5

6

7

8

9

a.

A.

10
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t2

13 a.

t4 A.
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Which results were used to determine your market approach result?

I used the results of $17,931,623 because I believe those results represent an accurate

assessment and it was based on the relationship of market comparable sales to the5
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replacement cost new less depreciation of those properties. These results are detailed in

the Application Appendix A-5.1 (AUS Appraisal) under the Market Approach section.

4 Q. What was the calculation you used to determine your overall market approach

results?

6 A. The calculation I used consisted of the ratio of the market sales to their replacement cost

7

8

new applied to the replacement cost new less depreciation of Valley's property

9 Q. What comparable transactions or comparable sales did you evaluate to develop your

5

l0

ll A.

market approach?

I examined the following transactions to develop the result of my market approach:

t2
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I Income Approach

a. Regarding your application of the income approach, what method did you use to

determine the income approach result?

I used the discounted cash flow method.

What assumptions did you employ to develop your income approach result?

Under the income approach, it is my opinion that the results of the future operations of

Valley's System must be considered. I believe that an accurate result depends on adjusting

recent results of the System's operation to better reflect how those results will migrate over

future periods under the operation as a rate regulated wastewater system regulated by the

PUC.

A.

a.

A.

8

9

l0

ll

t2

13 a.

t4 A.

l5

16 a.

17 A.

l8

19

20

2t

22

23

What discount rate did you use to calculate your income approach?

I used a discount rate of 7 .93o/o and 6.00% capitalization rate.

Please explain how you developed the discount rate.

In each case, the discount rate was a market discount rate at the appraisal date and was

determined using the weighted average cost of capital ("WACC") of both debt and equity.

The inputs to the WACC determination, capital structure, cost of debt, cost of equity, and

income tax rate (state and federal) were determined based on an analysis of Value Line

Investment Surveys and the Ibbotson Stock, Bonds, Bills, and Inflation ("Ibbotson SBBI")

2020 Edirion (SBBI activity over the period 1926 through 2019). The cost of debt was

determined at December 10, 2019, based on the Value Line Investment Survey. The cost
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of equity was based on the capital asset pricing model ("CAPM") and the Dividend Growth

Model ("DGM"), two recognized cost of equity estimating models and the PUC's Bureau

of Technical Utility Services' Report on Quarterly Eamings of Jurisdictional Utilities for

Year-ending Septernber 30,2019. The above described data for Valley's appraisal can be

found in the exhibits to my appraisal report in the section entitled Cost of Capital / Required

Retum.

What capital structure inputs differ from those identified in capital structure set forth

earlier in your testimony?

None. As described in the previous discussion of the capital structure, we utilized a market

required capital structure based on analysis of the water / wastewater industry's market

capital structure as defined by analysis of market financials as published in Value Line

Investment Survey (January 10,2020). The theory in appraisal is to estimate the value of

a property in an arm's length transaction wherein the purchaser finances the purchase with

capital (debt and equity) available in the financial markets at the appraisal date. Those are

the current (appraisal date) financial markets.

What is the source and basis of the alternative input you propose in the income

approach?

As discussed above, we used Value Line Investment Survey to develop a market required

capital structure. Please see Application Appendix A-5.1 (AUS Appraisal) Income

Approach section for the cost of capital of the Income Approach and Cost of Capital /

Required Retum section for the basis of the Cost of Capital / Required Retum.

a.

l0 A.

ll

t2

l3

t4

l5

l6
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18 a.

l9

20 A.
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If you used a terminal value in your discounted cash flow analysis what is the number

of years over which the cash flows are considered?

I considered those cash flows over 19 periods with period 20 representing all future periods.

What is the basis for using this number of years?

It is my opinion that the use of 19 periods is a reasonable number of periods for the forecast

revenues and expenses to stabilize.

What is your Income Approach conclusion?

AUS Consultants' income approach conclusion was determined to be $19,154,327 detalled

as follows:

17
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These results are detailed in the Application Appendix A-5.1 (AUS Appraisal) under the

Income Approach section

What number of Selling Utility customers or equivalent dwelling units did you use to

value 16s $slling Utility's system and how did you develop that number?

I did not use customers/EDUs in developing the forecasted revenues and expenses. Instead,

I used past and budgeted results from operations to establish forecasted operating results.
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Did you make any updates to your appraisal after it was submitted to the Acquiring

Public Utility, and if so, what was the update, when was it made, and why was it

necessary?

I did update my initial appraisal after it was submitted to PAWC since an additional year

of financials (2019) was available and a final Engineers Assessment dated May 28,2020

was available, which I received in early May 2020.

Does this conclude your direct testimony?

It does. However, by filing this direct testimony I understand that I may have the

opportunity to submit additional testimony responsive to challenges to my appraisal.
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Curriculum Vitae (CV) of Jerome C. Weinert. P.E.. CDP. ASA

Mr. Weinert is currently Principal and Director of AUS Consultants, Depreciation and Valuation. He has
forty+ight (2020-1972) years' experience in valuation and depreciation consulting and management.
AUS, with offices across the country, has provided consulting services to the regulated utility industry
nationally for over thirty-nine years. A partial list of services provided includes valuations depreciation
studies, rate of return studies, cost of service studies, and rate design.

Prior to joining AUS in 1987, Mr. Weinert was employed by American Appraisal Associates, lnc.
(American) for sixteen years in their Regulated lndustries Group. He held various positions at American,
the last being supervising appraiser. Among his other valuation responsibilities, he directed the firm's
utility industry capital recovery studies and AUS Consultant's valuation of communication company assets
and businesses.

Mr. Weinert graduated from the Milwaukee School of Engineering with a Bachelor of Science degree in
Mechanical Engineering and received a master's in business administration from Marquette University.
He is a registered professional engineer (1976) (by examination) in the state of Wisconsin as well as a
senior member (1982) of the American Society of Appraisers in the public utility valuation field. This latter
designation is obtained by written examination primarily in the areas of utility valuation, depreciation, and
the economics of regulated firms. He is also a Certified Depreciation Professional (1997) (CDP) and
founding member of the Society of Depreciation Professionals and the Society's 1995 President and
sponsor of the Society's Certification and re-certification program; as such Mr. Weinert developed these
programs and oversaw their initial introduction into the Society. He also worked in conjunction with
Society members in the development of the Society's training programs which as of 2003 has become the
only such formalized depreciation training program in the North America and is an instructor in several of
its courses.

During his professional career related to valuations and depreciation matters Mr. Weinert has testified
before various courts and public service commissions on these subjects. He has also assisted numerous
utilities in preparing capital recovery plans which specifically address the issues of plant replacement.
Mr. Weinert has also presented expert testimony on valuation matters. Mr. Weinert has testified before
the Pennsylvania Public Utility Commission on regulatory matters associated with Pennsylvania Section
1329 matters. On matters related to eminent domain issues, Mr. Weinert has presented expert testimony
in the Massachusetts Superior Court, the Court of Common Pleas, Fayette County, Ohio, the New
Hampshire Public Utilities Commission, the Twentieth Judicial Court (deposition only) in Charlotte County,
Florida, the Nineteenth Judicial Circuit Court in St. Lucie County, Florida (deposition only). ln regard to ad
valorem taxation, Mr. Weinert has presented study results to the New York State Board of Equalization
and Assessment (now the New York ffice of Real Property Services (NY ORPS)), pertaining to useful
life and net salvage values for all types of utility property subject to the Board's mass appraisal model.
Mr. Weinert has appeared before the Valuation Adjustment Board in Florida for Duval, Hillsborough,
Okeechobee, and Palm Beach counties, the Twelfth Judicial Circuit Sarasota County, Florida, the
California Board of Equalization and Assessment, the Arizona Board of Assessment, the Missouri Board
of Taxation, the Colorado and Texas Departments of Review, the Massachusetts Tax Appeal Court, the
Superior Court of the State of Arizona in the County of Maricopa, the State Tax Appeal Board of the State
of Montana, the New York City Tax Commission and the Public Utility Commission of Pennsylvania
Section 1329 hearings (8).

Mr. Weinert has appeared before regulatory bodies in Alaska, Arkansas, lllinois, lndiana, lowa, Missouri,
Nevada, Nebraska, North Carolina, Ohio, Oregon, Pennsylvania, and South Carolina in support of rate-
base valuation determination and capital recovery. He has presented testimony on depreciation matters

QUALIFICATIONS I
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before the Canadian Radio-Television and Telecommunications Commission (CRTC) and the United
States Federal Energy Regulatory Commission (FERC). ln terms of water and wastewater acquisitions
and applications for regulatory approval of rate base Mr. Weinert has testified for two investor-owned
acquisitions of municipal wastewater authorities one representing the municipality and secondly for the
acquiring investor-owned utility. He has submitted study results to the State Commissions of Alabama,
Alaska, Arkansas, ldaho, lllinois, lndiana, lowa, Kentucky, Michigan, Minnesota, Mississippi, Missouri,
Montana, Nebraska, North Carolina, Oregon, Pennsylvania, South Carolina, Washington, and Wisconsin,
and the Federal Communications Commission.

Mr. Weinert has presented papers on valuation and depreciation topics to professional and utility industry
trade organizations. He also directed AUS Consultants' semi-annual weekJong depreciation training
programs (1988-1997). These specialized training courses, offered at basic and advanced levels, teach
depreciation study techniques to public utility and public service commission stafi specialists. The
training includes depreciation theory and concepts and hands-on experience with personal computer-
based analytical depreciation programs.

QUALIFICATIONS 2
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Appraisal & Capita! Recovery Activities Client List

Study Year
Propertv Year PerformedCompany

2020
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Verizon New York, lnc.
Verizon Business (formerly MCI)
East Norriton Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company

2019
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Business (formerly MCI)
Cheltenham Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company

2018
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Business (formerly MCI)
Level 3 Communications, LLC
Level 3 Communications, LLC
CenturyLink Communications, LLC
CenturyLink Communications, LLC
East Bradford Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company
Appraisal

2017
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications

North America
California
Florida
lndiana
New York
North America
East Norriton Wastewater
Kane Wastewater
Royersford Wastewater

North America
California
Florida
lndiana
Florida
North America
Cheltenham Wastewater
Steelton Water
Exeter Wastewater

North America
California
Florida
lndiana
Florida
North America
North America
California
North America
California
East Bradford Wastewater
Sadsbury Wastewater
Kane Wastewater

North America
California
Florida
lndiana
Florida
Florida
North America
North America
California

2019
2019
2019
2019
2019
2019
2019
2019
2019

2020
2020
2020
2020
2020
2020
2020
2020
2020

2018
2018
2018
2018
2018
2018
201 8
2018
2018

2019
2019
201 9
2019
2019
2019
2019
2019
2019

2017
2017
2017
2017
2017
2017
2017
2017
2017
2017
2018
2017
2017

2018
20'18
2018
2018
2018
2018
2018
2018
2018
2018
2018
2018
2018

2016
201 6
2016
2016
2016
2016
2016
2016
2016

2017
2017
2017
2017
2017
2017
2017
2017
2017

Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value 1329
Fair Market Value 1329

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value 1329
Fair Market Value '1329

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value 1329
Fair Market Value Appraisal
Fair Market Value

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appralsal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

QUALIFICATIONS 3



Appraisal& Capital Recovery Activities Client List

Study Year
Prooertv Year PerformedGompany

Whitpain Township, PA
Plymouth Township, PA
East Norriton Township, PA
Pennsylvania American Water Company
Pennsylvania American Water Company
lntermountain Gas Company

2016
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
New Garden Township, PA

2015
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Verizon Wireless

2014
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Cascade Natural Gas Corporation
lntermountain Gas Company
Virgin lslands Telephone Corporation
Verizon Wireless

2013

Whitpain Wastewater
Plymouth Wastewater
East Norriton Wastewater
Sadsbury Wastewater
McKeespo( Wastewater
ldaho

North America
California
Florida
lndiana
Florida
Florida
North America
North America,
California
New Garden Wastewater

North America
California
Florida
lndiana
Florida
Florida
North America
North America,
California
Nationwide

North America
California
Florida
lndiana
Florida
Florida
North America
North America,
California
Oregon & Washington
ldaho
US Virgin lslands
Nationwide

2016
2016
2016
2016
2016
2016

2017
2017
2017
2017
2017
2017

2015
2015
2015
201 5
2015
2015
2015
2015
2015
2016

2016
2016
2016
2016
2016
2016
2016
2016
2016
2016

2014
2014
2014
2014
2014
2014
2014
2014
2014
2014

2015
201 5
2015
2015
2015
2015
2015
201s
2015
2015

2013
2013
2013
2013
2013
2013
2013
2013
2013
2013
2013
2013
2013

2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014

CV of Weinert
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Activitv

Appraisal for Planning
Appraisal for Planning
Appraisal for Planning
Fair Market Value Appraisal
Fair Market Value Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Fair Market Value Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Depreciation Study
Depreciation Study
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

QUALIFICATIONS 4

AT&T Communications North America 2012 2013



CV of Weinert

Page 5

Appraisal& Capital Recovery Activities Client List

Study Year
Prooertv YearCompany

AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Sprint Nextel Corporation
Verizon Wireless
Verizon Communications

2012
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Sprint Nextel Corporation
Verizon Wireless
MetroPCS
Verizon Communications
Verizon Wireless

2011
AT&T Communications
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
Embarq Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Global Crossing
lntermountain Gas Company
Sprint Nextel Corporation
Verizon Wireless
MetroPCS
Verizon Communications
lntermountain Gas Company
Virgin lslands Telephone Corporation

Performed Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Technical Update of Depreciatl

QUALIFICATIONS 5

California
Florida
lndiana
Michigan
Florida
Florida
New England - Mass
North America
North America,
California
North America
Palm Beach, Florida
New England Mass

North America
California
Florida
lndiana
Michigan
Florida
Florida
New England - Mass
North America
North America,
California
North America
Palm Beach, Florida
Pdm Beach, Florida
Florida - revised
Palm Beach, Florida

North America
California
Florida
lndiana
Michigan
Florida
Florida
New England - Mass
North America
North America,
California
North America
ldaho
North America
Pdm Beach, Florida
Pdm Beach, Florida
Florida - revised
ldaho
US Virgin lslands

2012
2012
2012
2012
2012
2012
2012
2012
2012

2013
2013
2013
2013
2013
2013
2013
2013
2013

2012
2012
2002-2007

2013
2013
2013

2011
2011
2011
2011
2011
2011
2011
2011
2011
2011

2012
2012
2012
2012
2012
2012
2012
2012
2012
2012

2011
2011
2011
2008
2012

2012
2012
2012
2012
2012

2010
2010
2010
2010
2010
2010
2010
2010
2010
201 0

2011
2011
2011
2011
2011
2011
2011
2011
2011
2011

2010
2010
2010
2010
2010
2008
2010
2010

2011
2011
2011
201'l
2011
2011
2011
2011
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Study Year
Year
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2010
2010

2009
2009
2009
2009
2009
2009
2009

Performed Activitv

Study

Gompanv Propertv

2010
AT&T Communications North America
AT&T Communications California
AT&T Communications Florida
AT&T - lndiana Bell Telephone Company lndiana
AT&T - Michigan Bell Telephone Company Michigan
AT&T - Southwestern Bell Telephone Company

Arkansas, Kansas, Missouri, Oklahoma, Texas
Embarq Florida, lnc. Florida
Embarq Missouri, lnc. Missouri
Verizon Communications Florida
Verizon Communications Northwest
Verizon Communications New England - Mass
Verizon Business (formerly MCI) North America
Level 3 Communications North America,

California
Global Crossing North America
MetroPCS Palm Beach, Florida

2009
2009
2009
2009
2009
2009

2010
2010
2010
2010
2010
2010

2009
2009
2009
2009
2009
2009
2009

201 0
201 0
2010
2010
2010
2010
2010

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

QUALIFICATIONS 6

2009
AT&T Communications North America 2008
AT&T Communications California 2008
AT&T Communications Florida 2008
AT&T - lndiana Bell Telephone Company lndiana 2008
AT&T - Michigan Bell Telephone Company Michigan 2008
AT&T - Wisconsin Bell Telephone Company Wisconsin 2008
AT&T - Southwestern Bell Telephone Company 2008

Arkansas, Kansas, Missouri, Oklahoma, Texas
Embarq Florida, lnc. Florida 2008
Embarq Texas, lnc. Texas 2008
Embarq Missouri, lnc. Missouri 2008
Embarq Northwest Washington 2008
Embarq Virginia Virginia 2008
Verizon Communications Florida 2008
Verizon Communications Northwest 2008
Verizon Communications New England - Mass 2008
Verizon Business (formerly MCI) North America 2008
Level 3 Communications North America, 2008

California, Michigan & Arizona
Global Crossing North America 2008
AboveNet, lnc North America/California 2003
Verizon Wireless Ohio Properties 2004-2005
Virgin lslands Telephone Corporation US Virgin lslands 2008
Sprint Nextel Corporation North America 2008

2009
2009

2009
2009
2009
2009
2009
2009
2009
2009
2009
2009

2009
2009
2009
2009
2009

2008
AT&T Communications North America 2007 2008



Appraisal & Capital Recovery Activities Client List

Study Year
Pro YearComoanv

AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
AT&T - Wisconsin Bell Telephone Company
AT&T - Southwestern Bell Telephone Company

Embarq Florida, lnc.
Embarq Texas, lnc.
Embarq Missouri, lnc.
Embarq Northwest
Embarq Virginia
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications

Global Crossing
lntermountain Gas Company

2007
AT&T Communications
AT&T Communications
AT&T - lndiana Bell Telephone Company
AT&T - Michigan Bell Telephone Company
AT&T - Wisconsin Bell Telephone Company
Embarq Florida, lnc.
Embarq Texas, lnc.
Embarq Missouri, lnc.
Embarq North Carolina
Embarq Virginia
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Qwest Communications Corporation

Level 3 Communications

Level 3 Communications
Global Crossing
Alaska Communications System, lnc.

(ACS)

CV of Weinert
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2008
2008
2008
2008
2008

Performed Activitv

California 2007
lndiana 2007
Michigan 2007
Wisconsin 20Ol

2007
Arkansas, Kansas, Missouri, Oklahoma, Texas
Florida 2007
Texas 2007
Missouri 2007
Washington 2007
Virginia 2007
Florida 2007
California 2007
Northwest 2007
New England Mass 2002-2007
North America 2007
North America, 2007
California, Michigan & Arizona
North America 2007
ldaho 2007

2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Studies

Depreciation Study

2007
2008

North America 2006
California 2006
lndiana 2006
Michigan 2006
Wisconsin 2006
Florida 2006
Texas, 2006
Missouri 2006
North Carolina 2006
Virginia 2006
Florida 2006
California 2006
Northwest 2006
North America 2006
North America 2006
California
North America, 2006
California, Michigan, & Arizona
Arizona 2002 - 20Oo
North America 2006
ACS of Alaska 2006
ACS of Anchorage
ACS of Fairbanks
ACS of the Northland
ACS Holdings
ldaho 2006

2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007

2007

2007
2007
2007

lntermountain Gas Company 2007

QUALIFICATIONS 7
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Appraisal & Capital Recovery Activities GIient List

Study Year
Propertv Year rmed ActivityCompany

2006
AT&T Communications
AT&T Communications
AT&T Communications
Sprint Florida, lnc.
Sprint Texas, lnc.
Sprint Missouri, lnc.
Sprint North Carolina
Sprint Virginia
Embarq Nevada
Verizon Communications
Verizon Communications
Verizon Communications
Verizon Business (formerly MCI)
Level 3 Communications
Level 3 Communications
Global Crossing
lndianapolis Power & Light

2005
AT&T Communications
AT&T Communications
Sprint Florida, lnc.
Sprint PCS
Verizon Communications
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
Global Crossing

lndianapolis Power & Light

2004
Sprint Florida, lnc.
Verizon Communications
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
Sprint PCS
AT&T Communications
AT&T Communications
lntermountain Gas Company

2003
Sprint Florida, lnc.
Verizon Communications

Palm Beach Florida
North America
California
Florida
Texas,
Missouri
North Carolina
Virginia
Nevada
Florida
California
Northwest
Massachusetts
North America
Arizona
North America
IPL

North America
California
Florida
North America
Florida
California
Northwest
North America
North America
North America
New York Special

Franchise Property
IPL

Florida
California
Northwest
New England
North America
North America
North America
Cost lndexes
North America
California
ldaho

Florida
California

2004
2004
2004
2004
2004
2004
2004
2004
2004
2004

2005
2005
200s
2005
2005
2005
2005
2005
2005
2005

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

QUALIFICATIONS 8

2000 - 2003
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005
2002-2--5
2005
2002-2006
2005
2005

2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006

2003 & 2004
2004

2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003

2005
2005

2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004

2003
2003

2002
2002



Appraisal & Capital Recovery Activities Client List

Study Year
Property Year PerformedComoanv

Verizon Communications
Sprint Communications, LP
Level 3 Communications
Sprint PCS
AT&T Communications
AT&T Communications
Global Crossing
Verizon Wireless

2002
Sprint Florida, lnc.
Verizon Communications
Verizon Communications
Sprint Communications, LP
Level 3 Communications
Global Crossing
AT&T Wireless
Sprint PCS
AT&T Communications
lntermountain Gas Company
AT&T Communications

2001
Verizon

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP
Global Crossing
Sprint PCS
Sprint Corporation
Alaska Communications System, lnc.

(Acs)

2000
Sprint PCS

Telus Communications

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP

1999
Sprint Corporation

lntermountain Gas Company
Sprint Florida, lnc.

Northwest
North America
North America
Cost lndexes
North America
California
North America
Broward County, FL

Florida
California
Northwest
North America
North America
North America
Plymouth, Ml
Cost lndexes
North America
ldaho
California

2002
2002
2002
2002
2002
2002
2002

1998 through 2002
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2003
2003
2003
2003
2003
2003
2003
2003

2002
2002
2002
2002
2002
2002
2002
2002
2002
2002
2002

2001-2

2000
2000

2000
2000
2000

Activitv

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Ad Valorem Tax Appraisal

Functional Obsolescence
& Useful Life studies for
valuation
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Depreciation Study
Depreciation Study

Economic Life Study
Depreciation study
Phase lll Price Caps

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Study
Ad Valorem Tax Appraisal

QUALIFICATIONS 9

2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001

Verizon - New York 2001

Sprint Florida, lnc.
California
North America
North America
Cost lndexes
Centel - Nevada
ACS of Alaska
ACS of Anchorage
ACS of Fairbanks
ACS of the Northland
ACS Holdings

BTS Equipment
Telus - Alberta & British Columbia

Florida
California
North America

Centel - Nevada

lntermountain Gas Company
Florida

2000
2000
2000
2000
2000
2000
2000

2001
2001
2001
2001
2001
2001-2
2001

2000
2000

1999
1999
I 999

1998

1998
't998

1999 DepreciationStudy

1999
1999



Companv

Sprint Communications, LP

1998
Frontier Corporation

Pacific Telecom, lnc.

Sprint Florida, lnc.
Verizon Communications
Sprint Communications, LP

Sprint Corporation

Sprint Corporation

Telus Communications

1997
Sprint Corporation

Pacific Telecom, lnc.

Pacific Telecom, lnc.

Telus Communications

lndianapolis Power & Light

Sprint Florida, lnc.
Verizon Communications

Pacific Telecom, lnc.

1996
lntermountain Gas Company
Sprint Florida, lnc.

Century Telephone

Telus Communications

Johnson County Kansas Office
of the Assessor

Florida
Florida
North America

United Telephone Company of
South Carolina

Carolina Telephone and Telegraph
and Central Telephone of North
Carolina

IPL

Florida
Florida

Eagle Telephone (Colorado) 1996

lntermountain Gas Company
Florida

Century Telephone of Ohio, lnc.

AGT Limited
(Alberta Government Telephones)

Useful Life of Computer
Equipment

1997
1997
1997

1998
1998
1 998

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Expense
Universal Service Fund
Depreciation Expense
Universal Service Fund

Depreciation Study
Phase ll Price Caps

Unbundling/
lnter-connection
Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study
Phase ll Price Caps

Depreciation Study

Ad Valorem Tax Appraisal
Ad Valorem Tax Appraisal

Depreciation Study

Depreciation Study
Ad Valorem Tax Appraisal

Depreciation Study

Depreciation Study

Useful/Market
Life Analysis

QUALIFICATIONS 1O

Appraisal & Capital Recovery Activities Client List

Study Year
Propertv Year Performed

North America 1998

Frontier Telephone of Rochester 1998 1997

Telephone Utilities of Washington 1997
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1 998

1 998

1998

1997

1997

1997

1997

1997

1997
1997

1997

1996
1996

1996

1996

1999 Ad Valorem Tax Appraisal

Valuation depreciation
Lives and Net Salvage
Parameters

1998 DepreciationStudy

1998

Telus - Edmonton (TCE) 1997

Centel - Nevada 1997

Telephone Utilities of Oregon 1996

Telephone Utilities of Alaska 1996
And the Northland

Telus - TCI formerly AGT 1996

1998

1996

1996
1996

1995
1995

1995

1995

1995 1995
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11

Comoanv

M ilwaukee Metropolitan Sewerage
District

Sprint Corporation

Sprint Corporation

Pacific Telecom, lnc.

Pacific Telecom, lnc.

lndiana Energy

Columbia Gas Transmission

United Telephone - Midwest
Group

lntermountain Gas Co.

Pacific Telecom, lnc.

Small Telephone Company
Coalition

United Telephone Systems

New York State Division of
Equalization and Assessment

Rochester Telephone Company

lndiana Energy

Appraisal & Capita! Recovery Activities Client List

Property
Year

Performed

Milwaukee Metropolitan
Sewerage District

Study
Year

Long Distance Division

Cellular Division

Alascom, lnc.

Telephone Utilities of the
Northland

Telephone Utilities of
Alaska

lndiana Gas Company

Gas Pipeline Property in
Sullivan County, NY

United Telephone Company
of Missouri

lntermountain Gas Co.

Alascom, lnc.

Telephone Utilities of
Oregon, lnc.

Telephone Utilities of
Washington, lnc.

1995 DepreciationStudy

1994 DepreciationStudy

Activitv

Depreciation Study

Depreciation/Recovery
Status Study

Depreciation/Recovery
Status Study

Depreciation Study

Depreciation Study

Useful Life Study

Modernization/
Depreciation Study

Depreciation Study

Depreciation Study

1 995

1995

1995

1994

1993

1993

1993

1993

1993

1992

1992

1991

1991

1996

1995

1995

1994

1994

1993

1993

1993

1 993

1992

1992

1992

1992

Oregon Small Telephone
Companies 1991

199'1United Telephone Co. of
Pennsylvania

Electric, Gas, Water,
Telephone, Pipeline,
Steam, CATV

1991

Enterprise Telephone 1991

lndiana Gas/Richmond Gas/
Terre Haute Gas 1990

1992 Depreciation Study

1992 Depreciation Study

Depreciation Support

lnstructional
Depreciation Study

Useful Lives and
Net Salvage
Values

1 991

Study Review

Depreciation Study

Depreciation Study

QUALIFICATIONS 11

American Electric Power lndiana/Michigan Power Co
1990 1991



Companv

Rochester Telephone Company

United Telephone
Systems

United Telephone
Systems

Telephone and Data
Systems, lnc.

Telephone and Data
Systems, lnc.

lndiana Energy

lntermountain Gas Co.

North-West Telephone
Company

United Telephone
System

Milwaukee Water

lndiana Natural
Gas Corp.

Pacific Telecom

WICOR

Prooertv

Rochester Telephone Co.

Study Year
Performed

1 991

1990

1990

1990

1989

1989

1989

Activitv

1991 Study Review

lnstructional
Depreciation Study

1990 Study Review

1991 DepreciationStudy

1990 DepreciationStudy

1990 DepreciationStudy

1990 Remaining Life/Net
Salvage Support

1990 Study Review

1990 lnstructional
Depreciation Study

1990 lnstructional
Depreciation Study

CV Weinert
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Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

12

Appraisal & Capital Recovery Activities Client List

Year

1 990

United Telephone Co.
of Florida

Quincy Telephone
Company

Wolverine Telephone
Company

United Telephone Co.
of Oregon

1990

1989

1990

1989

1989

1989

1989

1989

1989

1989

1989

1989

1989

1988

1988

1987

1988

lntermountain Gas Co. 1989

lndiana Gas Company,
lnc.

North-West Telephone
Company

United of Texas

United of Missouri

Milwaukee Water

lndiana Natural
Gas Corp.

Telephone Utilities of
the Northland

Telephone Utilities of
Alaska

Alascom

Telephone Utilities of
Washington, lnc.

Wisconsin Gas Company

ALLTEL - Kentucky, lnc.

ALLTEL - Ohio, lnc.

1990 DepreciationStudy

1990 DepreciationStudy

1989 DepreciationStudy

Depreciation Study

Depreciation Study

QUALIFICATIONS 12

ALLTEL
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13

Utility lndustries
Capital Recovery Activlties Client List

Comoanv

Milwaukee Metropolitan
Sewer District

United Telephone

Telephone Company

United Telecom

Pacific Telecom

United Telephone

Wisconsin Southern Gas

Pacific Telecom

Pacific Telecom

Lincoln
Telecommunications

Northwest Natural Gas
Corporation

ALLTEL

1988

1987

1987

1987

1987

1987

1986

1986

1986

1986

1986

1986

1985

1984

1984

1984

1984

1988

1988

1988

1988

1988

1988

1987

1987

'1987

1987

1987

1 987

1986

1985

1985

1985

1985

Activitv

1989 DepreciationStudy

1989 DepreciationStudy

ELG Support
ELG Support

Useful Life Study

Depreciation Study

Depreciation Study

Depreciation Study

Capital Planning
Support

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Digital Switching
Service Life

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

QUALIFICATIONS 13

Property

Western Reserve
Telephone Company

Milwaukee Metropolitan
Sewer District

United of Ohio

Telephone Company

U.S. Sprint

Telephone Utilities of
Oregon

Telephone Utilities of
Eastern Oregon

Rose Valley Telephone
Company

United of Minnesota

Wisconsin Southern Gas

Glacier State Telephone
Company

Sitka Telephone Co.

Juneau-Douglas Tel
Company

Telephone Utilities of
Alaska

Alascom

Lincoln Telephone and
Telegraph Company

Northwest Natural Gas
Corporation

Western Reserve
Telephone Company

ALLTEL - Ohio

ALLTEL - Alabama

Study Year
Performed

1989
1989

Year

1988

1988

1 988
1988

Gulf Telephone Co. Gulf Telephone Company
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14

Comoanv

United Telephone
Systems, lnc.

Pacific Telecom

Pacific Telecom

United
Telecommunications

Lincoln
Telecommunications

ALLTEL

North Carolina
Natural Gas Corp.

Mid Continent
Telephone
(Currently ALLTEL)

Telephone Utilities
(Currently Pacific
Telecom)

Appraisal & Capital Recovery Activities Client List

Propertv
Study Year
Year Performed

United of lowa 1985

I 985

1 984

United of Arkansas

Telephone Utilities of
Washington

Telephone Utilities of
Eastern Oregon

Telephone Utilities of
Oregon

Northwestern Telephone
Systems, lnc., Oregon

Rose Valley Telephone
Company

All United Telephone
Companies

Lincoln Telephone &
Telegraph Company

ALLTEL - Mississippi

ALLTEL - Michigan

North Carolina Natural
Gas Corporation

Western Reserve
Telephone

Mid Ohio Telephone

Florence Telephone
Company

Leeds Telephone Co.

Elmore Coosa Tel
Company

Brookville Telephone
Company

Mid-Pennsylvania
Telegraph

Telephone Utilities of
Oregon

1984

1984

1983

1983

1983

1983

1983

1983

1 983

1982

1982

1982

1982

1982

1980

1980

1980

1980

1980

1979

1983

1983

1 983

1982

1981

1981

1981

1984 Depreciation Study

1984 Depreciation Study

1984 Depreciation Study

1984 DepreciationStudy

1984 Capital Recovery
Strategy

1984 Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

Depreciation Study

1983 Depreciation Study

1981 Depreciation Study

1981 DepreciationStudy

1980 Depreciation Study

Depreciation Study

QUALIFICATIONS 14

Telephone Utilities of 1979 1980



Papers and Seminars

United Telephone
Systems, lnc.

Telephone Utilities

United Telephone
Systems, lnc.

Rochester Telephone

United Telephone
Systems, lnc.

Princeton Telephone

Northwestern Telephone

Eastern Oregon

Northwestern Telephone
Systems, lnc.-Oregon

Rose Valley Telephone
Company

United of Ohio

Telephone Utilities of
Washington

United of Ohio

Rochester Telephone
(lndiana)

United of Ohio

Princeton Telephone
(lndiana)
Northwestern Telephone
(lllinois)

't979

'1979

1979

1978

1978

1977

1977

1976

1975

1977

1 976

CV Weinert
Page 15

1980 Depreciation Study

1980 Depreciation Study

1980 Depreciation Study

't979 DepreciationStudy

1979 Depreciation Study

1978 Depreciation Study

1978 Depreciation Study

Depreciation Study

Depreciation Study

QUALIFICATIONS 15
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Papers and Seminars

20LL

2010

2009

2008

2007

2006

Trainins lnstructor Depreciation Basics Sessions A & B and Life and Salvase Analvsis
Society of Depreciation Professionals 25th Annual Meeting
Atlanta, GA September 20-22,2011

Will the Real Cost Approach Please Stand Uo?

National Association of Property Tax Representatives Transportation, Energy, & Communications (NAPTR'TEC)

Scottsdale, Arizona October 25-27, 2010

lssues Affecting Assessment of Regulated lndustries
lnstitute for Professionals in Taxation (lPT) Property Tax Symposium
Austin, Texas October 31 - November 3, 2010

(Valuinq) lntanqibles
Appraisalfor Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 28, 2009

Fair Value Accountinq (Appraisal Panelist)
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 29, 2009

Valuation lssues Valuation of Assets and the lmoact of Deoreciation
Society of Depreciation Professionals Annual Meeting
Greenville, SC September 21 -26, 2008

Obsolescence in the Lono-Distance and LocalTransport Networks
Technology Futures lnc. Asset Valuation Conference
Austin Texas February 8, 2008

Communications lndustrv lssues
National Association of Property Tax Representative - Transportation, Energy, & Communications
New Orleans, LA October 30, 2007

Aooraisal Procedures & lssues in a Chanoino communications lndustrv
Florida Chapter lnternational Association of Assessing Officers' Tangible Personal Property Conference
Ocala, Florida January 12,2006

Valuation of lntanoibles
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas July 25, 2006

SDP 20 years of History and Beyond
Society of Depreciation Professionals 20th Annual Meeting
Long Beach, CA September 18, 2006

Valuation in a World with Asset lmoairments
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas August 1,2005

2005

QUALIFICATIONS 16



CV Weinert
Page 17

Paoers and Seminars

2004

2003

2000

1996

1995

1 994

1 994

1 990

Depreciation in the Valuation of Assets
Society of Depreciation Professionals' Eighteenth Annual Meeting
Washington, D.C., September 13, 2004

Cost Aoproach and the Use of Appraisal Guidelines
lnstitute for Professionals in Taxation - Property Tax Symposium
Fort Lauderdale, FL, September 17,2003

Cost Aooroach - Obsolescence and Deoreciation
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, July 28, 2003

Aopraisal lssues Associated with Technoloqical Chanqe in the Wireline Telecommunications lndustrv
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, July 31, 2000

The lmoact of Advancino Technoloqv and the Chanqino Requlatorv Environment on Obsolescence
Calculations for Ad Valorem Valuation Purooses
Journal of Property Tax Management, Spring 2000

How to Develop a Reproduction/Replacement Cost New Less Depreciation Approach to Value
Appraisal for Ad Valorem Taxation, Wichita State University
Wichita, Kansas, August 4, 1996

Valuation Method, Techniques and Strateqies (How to Quantifv Stranded lnvestment) (Market. lncome,
& Cost Aooroach
AGA Depreciation Committee Meeting
Denver, Colorado, August 6-9, 1995, jointly presented with Earl Robinson of AUS Consultants

lnteoratino Future Expectations for the Telephone lndustrv into Historical Deoreciation Analvsis
United States Telephone Association (USTA's 1994 Capital Recovery Seminar)
Scottsdale, Arizona, September 12-13, 1994

Capital Recoverv: United States versus Canada
Canadian Telephone lndustry's Annual Capital Recovery Seminar
Edmonton, Alberta, Canada June 14-15, 1994

Capital Recoverv: Methods. Terminoloov. Procedures. and Record Keepino
United States Telephone Association (USTA)'s
1990 Non-FCC Subject and Small Company Capital Recovery Seminar
Minneapolis, Minnesota April 10_1 1, 1990

lnteqration of Technoloqv Forecastinq lnto Historical Life Studies
29th lowa State Regulatory Conference
Ames, lowa May 15-17, 1990

The 1990's and the Second Wave of Maior Plant Retirements in the Communications lndustrv
NARUC's Seventh Biennial lnformation Conference
Columbus, Ohio September 12-14, 1990

QUALIFICATIONS 17
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Papers and Seminars

1989

1 988

How Do We lncorporate Chanoe into the Studv Filinq Procedures?
USTA's 1990 Capital Recovery Seminar
Chicago, lllinois October 16_17, 1990

Plant Modernization: Capital Planninq and Caoital Recoverv
Midwest Utilities Conference
Chicago, lllinois September 11_14, 1989

Price lndexes Today: Procedures. Uses. and Misuses
Society of Depreciation Professionals' Third Annual Meeting
New Orleans, Louisiana December 6_7, 1989

Plant Modernization: Capital Planninq and Caoital Recoverv
National Association of Regulatory Utility Commissioners (NARUC)'s
Sixth Biennial Regulatory lnformation Conference
Columbus, Ohio September 14_16, 1988

Page 18

QUALIFICATIONS 18



Papers and Seminars

1997

1997

1996

1 994

1 994

1 993

1 993

1993

1 993

1993

1993

1992

1992

1992

1992

1991

1 991

CV Weinert
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Sprint Corporation - West Finance Center
Overland Park, Kansas, August 1997

Rochester Telephone Corporation
Rochester, New York, April 1997

Sprint-Florida-Vista United Telecommunications
Altamonte Springs, Florida August 27-29,1996

Saskatchewan Telecommunications
Regina, Saskatchewan, Canada, June 1994

AUS Consultants/Leroy J. Murphy and Associates 1994 Capital Recovery Seminar
May 1994

Manitoba Telephone System, Winnipeg, Manitoba, December 1993

Society of Depreciation Professionals Annual Meeting
Charleston, South Carolina September 30, 1993

SPRINT - LocalTelephone Division
Atlanta, Georgia August 11 -12, 1993

AUS Consultants/Leroy J. Murphy and Associates 1993 Capital Recovery Seminar
Chicago, lllinois May 11 - 13, 1993

Canadian Telephone Capital Recovery Seminar
Halifax, Nova Scotia April 20 -22,'1993

United Telephone, Midwest Group
Overland Park, Kansas January 20, 1993

BellSouth Corporation
Birmingham, Alabama November 23, 1992

Sprint - LocalTelephone Division
Kansas City, Kansas November 18 - 20, 1992

Society of Depreciation Professionals Annual Meeting
San Antonio, Texas September 9 - 10, 1992

AUS Consultants/Leroy J. Murphy and Associates 1992 Capital Recovery Seminar
Chicago, lllinois October 6 - 8, 1992

Society of Depreciation Professionals Annual Meeting
Nashville, Tennessee Novem ber 20-22, 1991

ALLTEL Corporation Microcomputer Depreciation Studies System Training
Hudson, Ohio October 14-16, 1991

QUALIFICATIONS 19
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Gapital Recoverv Traininq

Society of Depreciation Professionals
AnnualTraining
Charleston, South Carolina, September 18-23, 2016

Society of Depreciation Professionals
AnnualTraining
Austin Texas September 2015

Society of Depreciation Professionals
AnnualTraining
New Orleans, Louisiana September 2014

Society of Depreciation Professionals
AnnualTraining
Salt Lake City, Utah September 2013

Society of Depreciation Professionals
AnnualTraining
Minneapolis, M innesota, Septem ber 1 6-1 8, 201 2

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation
Studies System Training
Kansas City, Kansas September 23-25,1991

AUS Consultants/Leroy J. Murphy and Associates 1991 Capital Recovery Seminar
Lake Geneva, Wisconsin September 17-19, 1991

Rochester Telephone Corporation, Capital Recovery/Microcomputer Depreciation Studies
System Training, Rochester, New York September 3-7, 1991

Ameritech Services, Microcomputer Depreciation Studies System Training
Chicago, lllinois May 16-17 , 1991

AUS Consultants/Leroy J. Murphy and Associates 1991 Capital Recovery Seminar
Washington, D.C. April9_11, 1991

United Telecommunications, lnc., Capital Recovery Seminar
Overland Park, Kansas December 1990

AUS Consultants/Leroy J. Murphy and Associates 1990 Capital Recovery Seminar
Chicago, lllinois September 24 27, 1990

AUS Consultants/Leroy J. Murphy and Associates 1990 Capital Recovery Seminar
Chicago, lllinois January 29-February 1, 1990

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation Studies
System Training, Chicago, lllinois July 1990

United Telecommunications, lnc., Capital Recovery/Microcomputer Depreciation Studies
System Training, Chicago, lllinois July 1989

20

2016

2015

2014

2013

2012

1991

1 991

1991

1991

1991

1 990

1 990

1990

1990

1989

QUALIFICATIONS 20
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Capital Recoverv Traininq

AUS Consultants/Leroy J. Murphy and Associates 1989 Capital Recovery Seminar
Chicago, lllinois March 6_9, 1989

AUS Consultants/Leroy J. Murphy and Associates 1988 Capital Recovery Seminar
Chicago, lllinois July25 28, 1988

United Telecommunications, lnc., Microcomputer Depreciation Studies System Training
Kansas City, Kansas January 1988

21

1989

1 988

1988

QUALIFICATIONS 21



VERIFICATION

I, Jerome C. Weinert, P.8., hereby state that the facts above set forth above are true and

correct to the best of my knowledge, information and belief, and that I expect to be able to prove

the same at a hearing held in this matter. I understand that the statements made herein are made

subject to the penalties of l8 Pa. Cons. Stat. $4904 relating to unswom falsification to

authorities.

Cd***

Jerome C. Weinert, P.E. Principal and Director
AUS Consultants, Inc.

Dated: 0"k1".' 4 7'c^>'2,)



 

 

 

 

 

 

17 North Second Street      Suite 1410      Harrisburg, PA 17101 

     877.868.0840     717.703.5901 Fax     cozen.com 

 

July 21, 2021 David P. Zambito 
 

Direct Phone 717-703-5892 
Direct Fax 215-989-4216 
dzambito@cozen.com VIA E-MAIL 

 

 

Honorable Conrad A. Johnson 
Honorable Emily I. DeVoe  
Pennsylvania Public Utility Commission 
Office of Administrative Law Judge 
Piatt Place, Suite 220 
301 Fifth Avenue 
Pittsburgh, PA 15222 

Re: In re:  Application of Pennsylvania-American Water Company under Section 
1102(a) of the Pennsylvania Public Utility Code, 66 Pa C.S. § 1102(a), for 
approval of (1) the transfer, by sale, of substantially all of Valley Township’s 
assets, properties and rights related to its water treatment and distribution 
system to Pennsylvania-American Water Company, and (2) the rights of 
Pennsylvania-American Water Company to begin to offer or furnish water 
service to the public in Valley Township, a portion of West Caln and East 
Fallowfield Townships, Chester County, Pennsylvania; Docket Nos. A-2020-
3019859 et al. 

In re:  Application of Pennsylvania-American Water Company under Section 
1102(a) of the Pennsylvania Public Utility Code, 66 Pa. C.S. § 1102(a), for 
approval of (1) the transfer, by sale, of substantially all of Valley Township’s 
assets, properties and rights related to its wastewater collection and 
conveyance system to Pennsylvania-American Water Company, and (2) the 
rights of Pennsylvania-American Water Company to begin to offer or furnish  
wastewater service to the public in Valley Township, and limited portions of 
East Fallowfield Township, Sadsbury Township, and West Caln Township, 
Chester County, Pennsylvania; Docket No. A-2020-3020178 et al.    

Supplemental Direct Testimony of Pennsylvania-American Water Company 

Dear Administrative Law Judges Johnson and DeVoe: 

 Enclosed please find copies of the following testimony, submitted on behalf of 
Pennsylvania-American Water Company, in the above-referenced matter: 

 Supplemental Direct Testimony of Michael J. Guntrum, PE, PAWC St. No. 2W-S 
and 2WW-S (with verification), together with PAWC Exhibit MJG-4. 

Copies have been served on all parties, as indicated on the enclosed Certificate of 
Service.   



Honorable Conrad A. Johnson and Emily I. DeVoe 
July 21, 2021 
Page 2 
 ______________________________________ 

 

Should you have any questions or concerns, please contact me.  Thank you. 

Respectfully submitted, 

Cozen O'Connor 

 

 

By: David P. Zambito, Esq. 
Counsel for Pennsylvania-American Water 
Company 

Enclosures 

cc: Rosemary Chiavetta, Secretary (Cover Letter and Certificate of Service Only) 
 Per Certificate of Service 
 Susan Simms Marsh, Esq. 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 
In re:  Application of Pennsylvania-American 
Water Company under Section 1102(a) of the 
Pennsylvania Public Utility Code, 66 Pa C.S. 
§ 1102(a), for approval of (1) the transfer, by sale, 
of substantially all of Valley Township’s assets, 
properties and rights related to its water treatment 
and distribution system to Pennsylvania-American 
Water Company, and (2) the rights of 
Pennsylvania-American Water Company to begin 
to offer or furnish water service to the public in 
Valley Township, a portion of West Caln and East 
Fallowfield Townships, Chester County, 
Pennsylvania 

: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
:  
: 

 
 
 
 
 
Docket No. A-2020-3019859, et 
al. 

 and 
 
In re:  Application of Pennsylvania-American Water 
Company under Section 1102(a) of the 
Pennsylvania Public Utility Code, 66 Pa C.S. § 
1102(a), for approval of (1) the transfer, by sale, of 
substantially all of Valley Township’s assets, 
properties and rights related to its wastewater 
collection and conveyance system to 
Pennsylvania-American Water Company, and (2) 
the rights of Pennsylvania-American Water 
Company to begin to offer or furnish wastewater 
service to the public in Valley Township, and limited 
portions of East Fallowfield Township, Sadsbury 
Township and West Caln Township, Chester 
County, Pennsylvania 

: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
 

 
 
 
 
 
Docket No. A-2020-3020178, et 
al. 

 
CERTIFICATE OF SERVICE 

 
I hereby certify that I have this 21st day of July, 2021 served a true copy of the foregoing 

Supplemental Direct Testimony of Michael J. Guntrum, PE upon the parties, listed below in 

accordance with the requirements of 52 Pa. Code §1.54 (relating to service by a party). 

Due to the COVID-19 Pandemic, Service is Being Made by E-Mail Only  

Erin K. Fure, Esq. 
Office of Small Business Advocate 
555 Walnut Street 
Forum Place, 1st Floor 
Harrisburg, PA 17101 
Counsel for Office of Small Business 
Advocate 
efure@pa.gov 
 
 

Erika McLain, Esq. 
Pennsylvania Public Utility Commission 
Bureau of Investigation and Enforcement 
Commonwealth Keystone Building 
400 North Street, 2nd Floor West 
Harrisburg, PA  17120 
Counsel for Bureau of Investigation 
and Enforcement 
ermclain@pa.gov 
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Christine Maloni Hoover, Esq. 
Erin Gannon, Esq. 
Harrison Breitman, Esq. 
Office of Consumer Advocate 
555 Walnut Street 
Forum Place, 5th Floor 
Harrisburg, PA  17101-1923 
Counsel for Office of Consumer Advocate 
CHoover@paoca.org 
EGannon@paoca.org 
HBreitman@paoca.org 
 
Nick Miskanic 
Paul Zander 
Clinton McKinley 
Pennsylvania Public Utility Commission 
400 North Third Street 
Harrisburg, PA 17120 
nmiskanic@pa.gov 
pzander@pa.gov 
cmckinley@pa.gov 

Thomas Wyatt, Esq. (PA I.D. 89342) 
Matthew S. Olesh, Esq. (PA I.D. 206553) 
Sydney N. Melillo, Esq. (PA I.D. 328031) 
Obermayer Rebmann Maxwell & Hippel, 
LLP 
Centre Square West 
1500 Market Street, Suite 3400 
Philadelphia, PA 19102 
Counsel for Valley Township 
Thomas.Wyatt@obermayer.com 
Matthew.Olesh@obermayer.com 
Sydney.Melillo@obermayer.com 
 
 

Respectfully submitted, 
 

 
 

______________________________ 
David P. Zambito, Esquire (PA ID 80017) 
Jonathan P. Nase, Esquire (PA ID 44003) 
Cozen O’Connor 
17 North Second Street, Suite 1410 
Harrisburg, PA  17101 
(717) 703-5892 
dzambito@cozen.com 
jnase@cozen.com 

 Attorneys for Pennsylvania-American Water 
Company 

mailto:Thomas.Wyatt@obermayer.com
mailto:Matthew.Olesh@obermayer.com


VERIFICATION 

I, MICHAEL J. GUNTRUM hereby state that the facts above set forth above are true and 

correct to the best of my knowledge, information and belief, and that I expect to be able to prove 

the same at a hearing held in this matter. I understand that the statements made herein are made 

subject to the penalties of 18 Pa. Cons. Stat. §4904 relating to unswom falsification to 

authorities. 

Dated: 7/21/21 



 

 

BEFORE THE  
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 
 

In re:  Application of Pennsylvania-American Water  : 

Company under Section 1102(a) of the Pennsylvania  : 

Public Utility Code, 66 Pa C.S. § 1102(a), for approval  : 

of (1) the transfer, by sale, of  substantially all of Valley  : 

Township’s assets, properties and rights related to its  : 

wastewater collection and conveyance   : Docket No. A-2020-3020178, et al 

system to Pennsylvania-American Water    : 

Company, and (2) the rights of Pennsylvania-American :  

Water Company to begin to offer or furnish wastewater  : 

service to the public in Valley Township, and limited  : 

portions of East Fallowfield Township,    : 

Sadsbury Township and West Caln Township,  : 

Chester County, Pennsylvania    : 

         

In re:  Application of Pennsylvania-American Water    : 

Company under Section 1102(a) of the Pennsylvania  : 

Public Utility Code, 66 Pa C.S. § 1102(a), for approval  : 

of (1) the transfer, by sale, of  substantially all of Valley  : 

Township’s assets, properties and rights related to its  : 

water treatment and distribution system to Pennsylvania- :  Docket No. A-2020-3019859 

American Water Company, and (2) the rights of   : 

Pennsylvania-American Water Company to begin to offer : 

or furnish water service to the public in Valley Township,  : 

and in a portion of West Caln and East Fallowfield   : 

Townships, Chester County, Pennsylvania   : 

 

____________________________________________________________________ 
 

SUPPLEMENTAL DIRECT TESTIMONY  
OF 

MICHAEL J. GUNTRUM, P.E.  
ADDRESSING COMMISSIONER RALPH V. YANORA’S JULY 1, 2021 LETTER 

_____________________________________________________________________ 
 
 
 
 
 

Date: July 21, 2021      PAWC Statement 2W-S  

        PAWC Statement 2WW-S   



 

1 

 

SUPPLEMENTAL DIRECT TESTIMONY OF 
MICHAEL J. GUNTRUM, P.E. 

 
 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE RECORD. 1 

A. Michael J. Guntrum, 852 Wesley Drive, Mechanicsburg, PA 17055. 2 

 3 

Q. MR. GUNTRUM DID YOU SUBMIT TESTIMONY PREVIOUSLY IN THIS 4 

PROCEEDING?  5 

A. Yes, I previously submitted PAWC Statement No. 2-W and PAWC Statement No. 2-WW on 6 

October 9, 2020.   7 

 8 

Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT TESTIMONY?  9 

A. The purpose of this supplemental direct testimony is to update my direct testimony, PAWC 10 

Statement No. 2-W and Statement No. 2-WW, to address the matters raised in the letter from 11 

Commissioner Ralph V. Yanora dated July 1, 2021 (“Commissioner Yanora’s Letter”), at 12 

these dockets, which is attached as PAWC Exhibits MJG-4W and MJG-4WW.  13 

Commissioner Yanora has asked the parties to address questions that generally request 14 

information regarding the Valley Township (“Valley”) water distribution system’s customer-15 

owned lead service lines, cross connections, commercial meters, valves, backflow prevention 16 

and unaccounted-for water.  I will address some of the questions regarding customer-owned 17 

lead service lines, cross connections, backflow prevention and unaccounted-for water.    18 



 

2 

 

Q. WHAT WERE PAWC’S EFFORTS TO INCLUDE VTWDS IN ITS ACT 120 OF 2018, 1 

66 PA. C.S. § 1311(B)(2), CUSTOMER-OWNED LEAD SERVICE LINE 2 

REPLACEMENTS?  (COMMISSIONER YANORA’S LETTER QUESTION NO. 2)   3 

A.  PAWC filed its Application on October 9, 2020, for approval of PAWC’s acquisition of 4 

Valley’s water treatment and distribution facilities system (the “Water System”).  5 

Additionally, PAWC, on October 9, 2020, filed its Application for approval of PAWC’s 6 

acquisition of Valley’s wastewater collection and conveyance system (the “Wastewater 7 

System”) (collectively referred to herein as the “Applications”).  I will refer to the acquisition 8 

in my testimony as the “Transaction.” 9 

  Once the Pennsylvania Public Utility Commission (“Commission” or “PUC”) takes 10 

action on PAWC’s Applications and closing on the Transaction takes place, PAWC will 11 

incorporate the Valley Water System customer-owned service lines (if any) into the 12 

Company’s inventory process as part of its compliance with the Environmental Protection 13 

Agency’s (“EPA”) Lead and Copper rules. PAWC will incorporate customer-owned lead 14 

service lines (if any) into the Company’s lead service line replacement plan. 15 

 16 

Q. WHAT WERE PAWC’S EFFORTS TO INCLUDE VTWDS IN ITS TARIFF CROSS-17 

CONNECTION CONTROL REQUIREMENTS REGARDING 25 PA. CODE 18 

§§ 109.709, 109.609 AND ANY APPLICABLE PROVISIONS OF THE 19 

INTERNATIONAL PLUMBING CODE? (COMMISSIONER YANORA’S  LETTER 20 

QUESTION NO. 3)  21 

A. At this time, the Commission has not taken action on PAWC Applications.  If the Applications 22 

are approved, immediately following closing of the Transaction, Valley’s customers will be 23 



 

3 

 

subject to PAWC’s prevailing water tariff on file with, and as approved by, the Commission, 1 

including all non-rate related terms and conditions of service, including cross connection 2 

requirements. 3 

 4 

Q. PLEASE EXPLAIN A “CROSS-CONNECTION”.  5 

A. Cross connections are defined in the Pennsylvania Department of Environmental Protection’s 6 

("PA DEP’s”) regulations (25 Pa. Code § 109.1) as follows:  7 

Cross-connection—An arrangement allowing either a direct or 8 

indirect connection through which backflow, including backsiphonage, can 9 

occur between the drinking water in a public water system and a system 10 

containing a source or potential source of contamination, or allowing treated 11 

water to be removed from any public water system, used for any purpose or 12 

routed through any device or pipes outside the public water system, and 13 

returned to the public water system. The term does not include connections 14 

to devices totally within the control of one or more public water systems 15 

and connections between water mains. 16 

 17 

Q. THE DEFINITION USES THE TERMS “BACKFLOW” AND 18 

“BACKSIPHONAGE.”  PLEASE EXPLAIN THOSE TERMS.  19 

A. In general, the terms refer to the flow of water back into a public water system from a 20 

customer’s home or business.  For example, some customers obtained public water service 21 

after their on-lot wells became deficient in water quantity or quality.  Unless the well is 22 

separated from the customer’s internal plumbing system, water could backflow from a 23 

compromised well into the public water supplier’s system.  Backsiphonage can occur when 24 

there is a substantial drop in water pressure within the public water supplier’s system, which 25 

happens when there is a main break.  The drop in pressure on the public water supplier’s system 26 

can cause water to be siphoned from the customer’s home or business back into the water 27 

distribution grid.  If the “backflow” or “backsiphonage” contains contaminants or pathogens, 28 
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they can be distributed to the water supplied to other customers on the system, who can 1 

unknowingly consume that water or use it for other potable purposes. 2 

 3 

Q. WHAT IS THE PRINCIPAL METHOD USED TO PREVENT THE RISKS OF 4 

BACKFLOW AND BACKSIPHONAGE FROM CUSTOMER PREMISES THAT 5 

POSE HIGHER RISKS OF POTENTIAL CONTAMINATION? 6 

A. Backflow and backsiphonage can be prevented by installing backflow prevention devices 7 

between the customer’s internal plumbing and a public water supplier’s service line.  8 

Backflow prevention devices are mentioned in Question No. 8 of Commissioner Yanora’s 9 

letter, and I discuss the various forms of backflow prevention later in my testimony. 10 

 11 

Q. DO THE PA DEP REGULATIONS IMPOSE A REQUIREMENT ON PUBLIC 12 

WATER SUPPLIERS TO INSTALL BACKFLOW PREVENTION DEVICES? 13 

A. No.  Section 109.608 of the PA DEP regulations addresses a public water supplier’s design 14 

and construction of its own facilities and provides that “a public water system may not be 15 

designed or constructed in a manner which creates a cross-connection.” However, the cross 16 

connections that could produce backflow or backsiphonage from customers’ homes and 17 

businesses is addressed in Section 109.709 of the PA DEP regulations.  That regulation places 18 

the obligation for eliminating cross-connections on customers of public water suppliers: 19 

§ 109.709.  Cross-connection control program.  20 

 21 

(a)  No person may introduce contaminants into a public water supply 22 

through a service connection of a public water system.  23 

 24 

(1)  It shall be the responsibility of the customer to eliminate 25 

cross-connections or provide backflow devices to prevent 26 

contamination of the distribution system from both 27 
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backsiphonage and backpressure.  Individual backflow 1 

preventors shall be acceptable to the public water supplier. 2 

 3 

(2) If the customer fails to comply with paragraph (1) within 4 

a reasonable period of time, the water supplier shall 5 

discontinue service after reasonable notice has been made to 6 

the customer. 7 

 8 

Q. WHAT OBLIGATION IS IMPOSED ON A PUBLIC WATER SUPPLIER BY THE PA 9 

DEP REGULATIONS? 10 

A. Section 109.709(b) requests a public water supplier to develop a program to enforce its 11 

customers’ obligation:  12 

At the direction of the Department, the public water supplier 13 

shall develop and implement a comprehensive control program for 14 

the elimination of existing cross-connections or the effective 15 

containment of sources of contaminations, and prevention of future 16 

cross-connections.  A description of the program, including the 17 

following information, shall be submitted to the Department for 18 

approval: 19 

 20 

(1) A description of the methods and procedures to be used.  21 

 22 

(2) An implementation schedule for the program. 23 

 24 

(3)  Legal authority for implementation of the program, 25 

such as, by ordinance or rules. 26 

 27 

(4) A time schedule for inspection of nonresidential 28 

customers’ premises for cross-connections with 29 

appropriate recordkeeping.  30 

 31 

(5)  A public education program for residential customers. 32 

 33 

(6)  A description of the methods and devices which will 34 

be used to protect the water system.  35 

 36 

(7)  A program for the review of plans for new users to 37 

assure that no new cross-connections are developed.  38 

 39 

(8)  Provisions for discontinuance of water service, after 40 

reasonable notice, to premises where cross-connections 41 

exist. 42 
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  1 

Q. HAS PAWC DEVELOPED AND IMPLEMENTED A CROSS-CONNECTION 2 

CONTROL PROGRAM? 3 

A. Yes, it has. 4 

  5 

Q. AS A PUBLIC UTILITY SUBJECT TO THE JURISDICTION OF THE PUC, 6 

WHAT IS THE SOURCE OF THE COMPANY’S AUTHORITY TO REQUIRE 7 

ITS CUSTOMERS TO COMPLY WITH ITS CROSS-CONNECTION PROGRAM? 8 

A. The Company’s water service tariff includes rules that incorporate the terms of its cross-9 

connection control program.  The cross-connection program rules have been approved by the 10 

Commission.  11 

 12 

Q. WHAT ARE THE COMPLIANCE MATERIALS OF PAWC’S EFFORTS TO 13 

INCLUDE VTWDS IN ITS OPERATION AND MAINTENANCE PLANS REQUIRED 14 

BY 25 PA. CODE § 109.702 AS THEY RELATE TO ADEQUATE, SAFE, AND 15 

REASONABLE SERVICE FOR UTILITY CUSTOMERS AND EMPLOYEES? 16 

(COMMISSIONER YANORA’S LETTER QUESTION NO. 4) 17 

A. The Company has Operation and Maintenance Plans meeting the regulatory requirements in 18 

25 Pa. Code § 109.702 for each of its water systems.  Once the Commission takes action on 19 

PAWC’s Applications and closing on the Transaction takes place, the Company will update 20 

the Operation and Maintenance Plans to include the Valley Water System.   21 

 22 
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Q. HOW WILL PAWC INTEGRATE VTWDS INTO PAWC TARIFF BACKFLOW 1 

PREVENTION REQUIREMENTS REGARDING RESIDENTIAL FIRE 2 

PROTECTION AND IRRIGATION AND WHETHER PAWC HAS A PLAN FOR 3 

INSPECTION AND TESTING OF FIRE HYDRANTS? (COMMISSION YANORA’S 4 

LETTER QUESTION NO. 8)  5 

A. PAWC has developed calibrated hydraulic models for water systems previously acquired.  The 6 

plan for the Valley Water System is consistent with this practice.  PAWC will develop and 7 

calibrate a hydraulic model, testing hydrants as part of the calibration process.  Additionally, 8 

PAWC regularly inspects and exercises valves and hydrants.  PAWC plans to integrate the 9 

Valley Water System into the Company’s standard practices based on the Tariff requirements. 10 

 11 

Q. REGARDING FIRE HYDRANTS IN THE VTWDS, HAS PAWC SURVEYED THE 12 

NUMBER OF FIRE HYDRANTS THAT DO NOT PROVIDE A MINIMUM FLOW 13 

OF 500 PGM AT 20 PSIG? (COMISSIONER YANORA’S LETTER QUESTION NO. 14 

9)  15 

A. At this time, the Commission has not taken action on PAWC’s Applications.  Consequently, 16 

PAWC has not surveyed Valley’s fire hydrants to determine the minimum flow.  The Company 17 

has developed calibrated hydraulic models for systems previously acquired.  The plan for the 18 

Valley Water System is consistent with this practice.  PAWC will develop and calibrate a 19 

hydraulic model, testing hydrants as part of the calibration process.  Additionally, PAWC 20 

regularly inspects and exercises valves and hydrants.  PAWC will integrate the Valley Water 21 

System into the Company’s standard practices based on the Tariff requirements. 22 

 23 



 

8 

 

Q. HAS PAWC DETERMINED IF VTWDS RESIDENTIAL CUSTOMERS HAVE 1 

AMERICAN SOCIETY OF SANITARY ENGINEERS 1024 BACKFLOW 2 

ASSEMBLIES INSTALLED AT METER LOCATIONS? (COMMISSIONER 3 

YANORA’S LETTER QUESTION NO. 10)  4 

A. At this time, the Commission has not taken action on PAWC’s Applications.  Consequently, 5 

PAWC has not undertaken an assessment of the customer-owned backflow assemblies. 6 

 7 

Q. FINALLY, HAS PAWC EVALUATED THE VTWDS LOST AND UNACCOUNTED-8 

FOR WATER PERFORMANCE SINCE 2018?  (COMMISSIONER YANORA’S 9 

LETTER QUESTION NO. 11)  10 

A.  At this time, the Commission has not taken action on PAWC’s Applications.  Consequently, 11 

PAWC has not completed an evaluation to determine a precise estimate of the Valley Water 12 

System’s lost and unaccounted-for water performance since 2018. 13 

 14 

Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY? 15 

A. Yes.  However, I reserve the right to supplement my testimony as additional issues and facts 16 

arise during the course of the proceeding.  Thank you.17 
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13.

RESPONSE:

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

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

Docket No. A-2020-3019859

Seller Testimony
a. Provide seller direct testimony supporting the application, if any.
b. Provide seller UVE direct testimony.

a. See enclosed the Direct Testimony of Pafrice Proctor, Chairwoman of the
Board of Supervisorsi on behalf of Valley, VT Statement No. I \il.

b. See enclosed the Direct Testimony of Harold Walker III, Manager -
Financial Studies for Gannett Fleming on behalf of Valley, VT Statement
No.2 W.
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INTRODUCTION

Please state your name and business address.

My name is Patice Proctor. My business address is 1145 West Lincoln Highway,

Coatesville, PA 19320.

In what capacity are you afriliated with Valley Township?

I am the Chairwoman of the Board of Supervisors (the "Board") for Valley Township

("Valley'' or the "Township"). The Board is Valley's governing body, comprised of five

members who are elected to six-year terms. The Board appoints the members of the

various advisory boards, commissions and authorities. An adminishative staff, led by the

Township Manager, coordinates and directs the work to various township departnents

and carries out the adminishative policies of the Board.

Please provide a brief description of your education and work experience.

I graduated from Peirce College with an Associate of Science degree in 1978, and from

Penn State University with a Bachelor of Science degree in 1980. I have served as one of

Valley's Supervisors since I was first appointed to fill an unexpired term in 2002, before

being elected to the Board for the first time in 2003. Prior to that, I worked as a

Supervisor for Vanguard and for Providian Insurance.

10

20 a. Have you testilied before the Pennsylvania Public Utility Commission ("PUC" or

2t 6'Commissiont') before?
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a. On whose behalf are you testifying in this proceeding?

A. My testimony is on behalf of the Township and in support of the application of

Pennsylvania-American Water Company ("PAWC") to purchase the Township's water

system (the "System)" in this proceeding.

What are the purposes of your direct testimony and summarize the key points.

The purpose of my testimony is as follows: (l) to provide a description of the System,

(2) to describe the anticipated benefits of the sale of the System assets to PAWC under

and in accordance with an Asset Purchase Agreement dated as of December 17,2019

between the Township and PAWC (the "Proposed Transaction"), and (3) to describe how

Valley sets its annual rates.

In particular, I will focus on the numerous benefits of the Proposed Transaction that are

most important to Valley and the customers who use the System, including:

o Improving Valley's financial condition and outlook by increasing its reserve fund

balance considerably, providing it with the ability to mitigate against the risk of

revenue shortfalls, allowing it the flexibility to undertake necessary future non-

System related capital projects, enabling redevelopment, eliminating debt, and

potentially lowering the total cost of residency for residents through tor stabilization;

o Enabling Valley to reallocate of its administration time to focus on other key

initiatives of the Township;

o PAWC already provides water service to some Township residents, which provides

synergies;

o The presenration of all jobs related to the System;

3



I

2

3

4

5

6

7

8

9
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DIRECT TESTIMONY OF PATRICE PROCTOR

o Adding property to Valley's property ta>r rolls through increased development

opportunities;

o Benefits from PAWC's expertise, long-standing capital improvement programs, and

its experience in improving and correcting systems with compliance issues;

o Township residents will be,nefit from enhanced customer senrice and operational

functions through expanded customer service center hours, additional payment

options (including by phone or online), enhanced customer infonnation and education

programs, access to PAWC's customer assistance program, and PAWC's team of

experienced water and wastewater professionals;

o PAWC's capability to make long-term invesfrnents in necessary capital

improvements to the water system;

o PAWC's proven record of environmental stewardship for the operation of water

systems; and

o Regulation of the service provided to Valley's customers will fall under PUC

jurisdiction, which will ensure regulatory oversight, require approval for all rate

increases, and provide significant consumer protections.

Are you sponsoring any Exhibits with your testimony?

No.

2I II. DESCRIPTION OF VALLEY AI\D ITS WATER SYSTEM

22 a. Please provide a general overview of Valley.
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Valley was formed in 1852. It is a Township of the Second Class located in Chester

County, Pennsylvania. The size of the Township is approximately six (6) square miles.

The Township is governed by its Board. Presently, there are approximately 7,600

residents in the Township. According to the 2016 American Community Survey by the

U.S. Bureau of the Census, the Township's median household income is $57,415.

Please provide a description of the Township's water system.

The Township owns, operates and maintains the System, which distributes approximately

65 million gallons per year of drinking water to approximately 1,669 customers. The

System provides water service to Township residents, as well as 22 residents of West

Caln Township and East Fallowfield Township. The Systerr is supplied by Township-

owned wells and bulk water purchased from PAWC. The Township owns and operates

the Mineral Springs Water Treatnent Plant ("WTP"), three public water supply wells,

one 150,000 gallon elevated tank, and approximately 22 miles of water mains for public

water use.

Please confirm that the water sources and water system customers are metered in

accordance with 52 Pa. Code S 65.7?

Yes, the water sources and water system customers are metered in accordance with 52Pa.

Code $ 65.7.

t0

20

2l

22 a. Please provide an overview of any compliance issues with the water system

23 experienced by the Township.
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Valley is party to an April 28,2020 consent decree (the "Consent Decree") with the

Commonwealth of Pennsylvania Department of Environmental Protection ("DEP"). The

violations detailed in the Consent Decree stemmed from the Township's failure to submit

(a) requisite certifications to the DEP relating to the completion of an Unintemrpted

System Service Plan ("USSP") and (b) a Comprehensive Monitoring Plan ("CMP") to

assure that all sources, purchased interconnections and entry points are included in

compliance monitoring at the enfiry points and in the distribution system. To rectifu these

issues, the Township agreed to do the following within 30 days of execution of the

Consent Decree: (a) submit the requisite CMPs to the DEP and (b) develop the requisite

USSPs and certiff as to their completion to the DEP. The Township also agreed to pay a

civil penalty of $3,000. Valley's Board ratified and publicly approved the Consent

Decree on May 12,2020, and has since fully complied with it.

Please describe the Township's decision process in concluding that a sale of the

water system was in the best interest of the Township.

The decision to sell the System (in addition to the Township's wastewater system) was

the result of deliberate consideration by the Township, its administration and our

residents. We undertook a thorough process, along with capable outside experts, to value

the System, assess future costs of capital and revenue requirements, evaluate the ongoing

time commitments of Township personnel to address System issues, and carefully

consider from various stakeholder points of view the numerous qualitative and

quantitative factors that weigh in favor of or against the Township keeping the

l0

14 III. SALE PROCESS
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System. We weighed and balanced issues at numerous public meetings and working

sessions that addressed the Proposed Transaction.

Ultimately, the decision to sell resulted from three main considerations. First, the

Township desired to exit the water business and instead focus its resources and energy on

other core government functions while ensuring safe and reasonable service at affordable

rates for its residents. Second, the System's agng infrastnrcture will require additional

investnent over time, which we project will cause significant rate increases if the System

remains with the Township. Third, the Township desired to generate significant up-front

sale proceeds to be used for other Township purposes.

After the Township made the decision to sell the System based on these considerations,

we issued a request for bids. PAWC submitted the only bid for the Systern in the amount

of $7,325,000.00 (along with a bid for $13,950,000.00 for the Township's wastewater

system). We determined that this bid was in the best interest of, and provided the greatest

value to, Valley, and so it was accepted.

Did the Township request public input on the sale?

Yes, multiple public meetings were held in the Township to receive input from residents

on the state of the Systern and the advantages and disadvantages of the potential sale.

The potential sale was discussed at a public Board meeting at every significant juncture

in the Proposed Transaction process, including prior to engaglng PFM Financial Advisors

LLC ("PFM") as our consultant, prior to releasing the request for bid from qualified

firms, shortly after the bidding deadline occurred, and whe'n the Board unanimously

chose to accept PAWC's bid.
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A full chronology of the public process undertaken regarding the potential sale is as

follows:

o June 4,2019: The Board publicly entered into an agreement with PFM for "Phase

II and III" evaluations and services, in which PFM undertook ouheach to

potential investors and/or system operators to confirm market interest in candidate

assets, establishment of a timeline for potential fransactions, and identification of

key issues;

o October 7,2019: Following pre-qualifications of interested purchasers, the Board

publicly authorized PFM to proceed with the release of a request for bids;

o October 18, 2019: The Township released its Request for Bids;

o November 18, 2019: PAWC submitted a bid for the purchase of Township water

and sanitary sewer systems in the amount of $21,275,000 ($13,950,000 for the

sanitary sewer system; and $7,325,000 for the water system);

o Dece,mb er 3, 2019: The Board held a public meeting where it provided an update

on the PAWC bid and authorized the delivery of a letter to all Township residents

regarding the proposed Board action to be taken with respect to the sale; and

o December 17,2019: After a presentation from PFM and public comment from

Township residents, the Board accepted PAWC's bid.
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Yes, the Board decided that the Proposed Transaction is in the best interests of the

Township. After numerous public meetings, as detailed above, the Board unanimously

voted on December l'l ,2019 to accept PA American Water's bid.

Please describe the process that the Township used to hire a Utility Valuation

Expert ("tM") for the transaction.

When the Board voted to unanimously accept PAWC's bid on Decerrber 17,2019, it also

authorized me to take all steps necessary to effectuate the award, including seeking

proposals from and selecting a UVE. On April 20,2020, the Township received a

proposal from Gannett Fleming Valuation and Rate Consultants, LLC ("Gannett

Fleming"), which was accepted after review and consideration. Gannett Fleming is not

affiliated with the Township.

BENEFITS OF' TIIE PROPOSED TRANSACTION

Please describe the benefits of the Proposed Transaction for Valley.

Valley will benefit from the Proposed Transaction as it will fransfer its water assets to a

long-standing and well-run utility - PAWC. There are three key benefits of the Proposed

Transaction to the Township and its residents. The sale will (l) improve the Township's

financial condition and outlook, (2) enable the Township to reallocate its administration

time to focus on other key initiatives of the Township, and (3) provide for synergies

gven that PAWC already provides a portion of the Township's water and treats the

Township' s wastewater.
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20

9

22



I

VALLEY TOWNSHIP, CHESTER COLINTY
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First, the Proposed Transaction will greatly improve the Township's financial condition.

Most notably, the proceeds of the sale will provide the Township with a significantly

increased reserve fund balance. Currently, the Township's reserve fund is

approximately$ I , I 66,3 67 .43 . The proceeds of the Proposed Transaction would increase

this amount by $7,325,000 - an amount that is more than 1.5 times the Township's

tlpical yearly revenue (approximately $4,760,455). Not only will this provide the

Township with great flexibility, but it also provides significant liquidity to allow the

Township to weather any sort of emergency it may face. At the time the Proposed

Transaction was contemplated, such an emergency was purely theoretical. However, in

these uncertain times, and facing a pandemic, the need for liquidity in order to weather

the storm is all too real due to anticipated future revenue shortfalls. The sale of the

System would provide the Township with the securityblanket that simply can no longer

be taken for granted. ln the event that these funds can be allocated elsewhere, they would

help allow for redevelopment opportunities that would othenrise not be attainable. This

is significant gven the limited development opportunities at present in the Township.

Moreover, this financial stabilitywould help both eliminate debt and mitigate against the

risk of future revenue shortfalls.

Second, with respect to reallocating adminisffative time and expense, given the time and

economic impact on the Township of dealing with the System, by reallocating Township

administration time to focusing on other key initiatives of the Township, the Proposed

Transaction will provide significant public benefits.

Finally, PAWC already provides a portion of the Township's water and freats the

Township's wastewater. My understanding is that because of this, the Proposed

2

3

4

5

6

7

8

9

t0

ll

t2

13

t4

l5

t6

t7

18

t9

20

2t

22

23

r0



a.

A.

VALLEY TOWNSHIP, CHESTER COUNTY
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Transaction will allow for synergies, such as the fact that the water and wastewater

operations in Valley will both be supported by common shared support services. These

benefits include more efficient combined billing processes and capital replace,ment

planning and execution.

Please describe any further benefits from the Proposed Transaction.

The Township will realize many additional benefits from the sale of its water system to

PAWC. These benefits include, but are not limited to, the following:

o The preservation of all jobs related to the System;

o Adding property to the Township's property tax rolls through increased development

opportunities;

o PAWC can draw upon a broad range of engineering and operational experience, as

well as deeper financial resources than are available to the Township, to address the

o

a

environmental compliance challenges of the System;

The Township will benefit from PAWC's capital improvement programs, and its

experience in improving and correcting systems with compliance issues.

Valley residents will benefit from enhanced customer service and operational

functions through expanded customer service center hours, additional payment

options (including by phone or online), enhanced customer information and

education programs, access to PAWC's customer assistance program, and PAWC's

team of experie,nced water and wastewater professionals;

PAWC's capabilityto make long-term investnents in necessary capital

improvements to the Systern; and

o

u
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o PAWC's proven record of environmental stewardship for the operation of water

systems.

a. Do you believe that the Proposed Transaction provides aflirmative public benefits of

A.

a substantial nature and is in the public interest?

Yes. For the reasons set forlh above, I believe that the Proposed Transaction provides

substantial affirmative public benefits and is in the public interest. I urge the

Commission to promptly approve the Proposed Transaction.

RATES

How does Valley set the rates it charges customers for water service?

Rates are governed by the Valley Township Code, and are set by the Board by ordinance

after consideration of the costs of providing service. Any rate increases must be approved

by the Board through an ordinance.

t0
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How frequenfly does Valley adjust rates?

Rates have only been increased when necessary. Over the past decade, Valley adjusted

rates one (l) times: the rates were raised once in 2011 from $80.33 per quarter to $84.35.

CONCLUSION

Does this conclude your testimony?

Yes, it does. However, I reserve the right to file additional testimony at alater date as

may be necessary or appropriate.23
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VERINCATION

I, Patrice Proctor hereby state that the facts above set forth above ae true and correct to

the best of my knowledge, information and belief, and that I orpect to be able to prove the same

at a hearing held in this matter. I understand that tlre statements made herein are made subject to

the penalties of l8 Pa Cons. Stat. $4904 relating to unswom falsilication to arilhorities.

Patice Chairwoman
Valley Township Bosrd of Supervisors

Dated: oalo [.,- l, 7,ozo



13.

RESPONSE:

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

66Pa. C.S. S 1329
Applicatioa f iling Checklist - Water/Wastewater

Docket No. A-2020-3020178

Seller Testimony
a. Provide seller direct testimony supporting the application, if any
b. Provide seller UVE direct testimony.

a. See enclosed the Direct Testimony of Patrice Proctor, Chairwoman, Board of
Supervisors on behalf of Valley Township, VT Statement No. lWW.

b. See enclosed the Direct Testimony of Harold Walker III, Manager - Financial
Studies for Gannett Fleming on behalf of Valley Township, VT Statement
No.2rilW.

Appendix A-13



BEF'ORB THE
PEI\NSYLVANIIA PT]BLIC UTILITY COMMISSION

In re: Application of Pennsylvania-American Water
Companyunder Section ll02(a) of the Pennsylvania
Public Utility Code, 66Pa C.S. $ 1102(a), for approval
of (1) the hansfer, by sale, of substantially all of Valley
Township's assets, properties and rights related to its
wastewater collection and conveyance
systern to Pennsylvania-American Water
Company, and (2) the rights of Pennsylvania-American
Water Company to begin to offer or fiunish wastewater
senrice to the public in Valley Township, and limited
portions of East Fallowfield Township,
Sadsbury Township and West Caln Township,
Chester County, Pennsylvania

Docket No. A-2020-302017 8

VALLEY TOWNSHIP
STATEMENT NO. 1WW

DIRECT TESTIMOIYY OF

PATRICE PROCTOR

CHAIRWOMAN, BOARD OF SUPERVTSORS
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With Regard To

A General Overview of the Transaction

Valley's Wastewater Collection and Treatment System and Operations

Benefrts of the Proposed Transaction

Valley's Rates

October 912020
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VALLEY TOWNSHIP, CHESTER COUNTY
DIRECT TESTIMONY OF PATRICE PROCTOR

INTRODUCTION

Please state your name and business address.

My name is Patice Proctor. My business address is I145 West Lincoln Highway,

Coatesville,PA 19320.

In what capacity are you afriliated with Valley Township?

I am the Chairwoman of the Board of Supernisors (the'oBoard') for Valley Township

("Valley'' or the "Township'). The Board is Valley's governing body, comprised of five

me,mbers who are elected to six-year terms. The Board appoints the mernbers of the

various advisory boards, commissions and authorities. An administative stafi led by the

Township Manager, coordinates and directs the work to various township deparfinents

and carries out the administrative policies of the Board.

Please provide a brief description of your education and work experience.

I graduated from Peirce College with an Associate of Scie,nce degree in 1978, and from

Penn State University with a Bachelor of Scie,nce degree in 1980. I have serned as one of

Valley's Supervisors since I was appointed to fill an unexpired term in 2002 before being

elected to the Board for the first time in 2003. Prior to that, I worked as a Supenrisor for

Vanguard and for Providian Insurance.

Have you testified before the Pennsylvania Public Utility Commission ("PUC' or

6Commission') before?

No.
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VALLEY TOWNSHIP, CHESTER COUNTY
DIRECT TESTIMONY OF PATRICE PROCTOR

On whose behalf are you testifying in this proceeding?

My testimony is on behalf of the Township and in support of the application of

Pennsylvania-American Water Company (*PAWC") to purchase the Township's

wastewater collection and treafinent spterr (the "System)" in this proceeding.

What are the purloses of your direct testimony and summarize the key points.

The purpose of my testimony is as follows: (l) to provide a description of the System,

Q)to describe the anticipated benefits of the sale of the Syste,m assets to PAWC rurder

and in accordance with an Asset Purchase Agree,ment dated as of Dece,nrber 17,2019

between the Township and PAWC (the "Proposed Transaction"), and (3) to describe how

Valley sets its annual rates.

In particular, I will focus on the numerousi benefits of the Proposed Transaction that are

most important to Valley and the customers who use the System, including:

o Improving Valley's financial condition and outlook by increasing its resewe fund

balance considerably, providing it with the ability to mitigate against the risk of

revenue shortfalls, allowing it the flexibility to undertake necessary future non-

System related capital projects, enabling redevelopment, eliminating debt, and

potentially lowering the total cost of residency for residents through ta:r stabilization;

o Enabling Valley to reallocate its administration time to focus on other key initiatives

of the Township;

o PAWC already provides wastewater teatnent service to Township residents through

its treafinent plant in Coatesville, which provides synergies;

o The preservation of all jobs related to the Sptem;

3
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DIRECT TESTIMONY OF PATRICE PROCTOR

. Adding property to Valley's property ta:r rolls through increased development

opportunities;

o Benefits from PAWC's expertise, long-standing capital improvement programs, and

its experience in improving and correcting systems with compliance issues;

o Township residents will benefit from enhanced customer service and operational

functions through expanded customer sernice center hours, additional payment

options (including by phone or online), enhanced customer information and education

programs, access to PAWC's customer assistance program, and PAWC's team of

experieirced water and wastewater professionals;

o PAWC's capability to make long-term investnents in necessary capital

improvements to the wastewater system;

o PAWC's proven record of environmental stewardship for the operation of wastewater

syste,rns; and

o Regulation of the service provided to Valley's customers will fall under PUC

jurisdiction, which will ensure regulatory oversight, require approval for all rate

increases, and provide significant consumer protections.

Are you sponsoring any Exhibits with your testimony?

No.

DESCRIPTION OT'VALLEY AI\ID ITS WASTEWATER SYSTEM

Please provide a general overview of Valley.

10
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Valleywas formed in 1852. It is a Township ofthe Second Class located in Chester

County, Pennsylvania. The size of the Township is approximately six (6) square miles.

The Township is governed by its Board. Presently, there are approximately 7,600

residents in the Township. According to the 2016 American Community Survey by the

U.S. Bureau of the Census, the Township's median household income is $57,415.

Please provide a description of the Township's wastewater system.

The Township owns, operates and maintains the System, consisting of a sanitary

wastewater collection and conveyance system made up of approximately thirty-nine (39)

miles of interceptors, force mains, and tributary collection sewers. Collected wastewater

is tansmitted to the treatnent plant owned by PAWC in Coatesville, Pennsylvania (the

Coatesville Dishict Wastewater Treatment Plant).

The Systerr serves approximately 3,1,64 customers. The System collects and conveys

sanitary wastewater from Township residents, as well as 30 residents of West Caln

Township, SadsburyTownship and East Fallowfield Township.

experienced by the Township.

The Township currently has an Act 537 plan with the Pennsylvania Department of

Environme,ntal Protection ("DEP'), which identifies and documents the Township's

sewage disposal needs.
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17 a. Please provide an overview of any semFliance issues with the wastewater system
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SALE PROCESS

Please describe the Township's decision process in concluding that a sale of the

wastewater system was in the best interest of the Township.

The decision to sell the Systern (in addition to the Township's water syste,rn) was the

result of deliberate consideration by the Township, its administration and our residents.

We undertook a thorough process, along with capable outside experts, to value the

System, assess future costs of capital and revenue requirernents, evaluate the ongoing

time commitne,nts of Township personnel to address System issues, and carefully

consider from various stakeholder points of view the numerous qualitative and

quantitative factors that weigh in favor of or against the Township keeping the

System. We weighed and balanced issues at numerous public meetings and working

sessions that addressed the Proposed Transaction.

Llltimately, the decision to sell resulted from three main considerations. Firs! the

Township desired to exit the sanitary setver business and instead focus its resources and

energy on other core govenrment functions while ensuring safe and reasonable senrice at

affordable rates for its residents. Second, the System's aging infrastnrcture will require

additional investnent over time, which we project will cause significant rate increases if

the System re,mains with the Township. Third, the Township desired to generate

significant up-front sale proceeds to be used for other Township purposes.

After the Township made the decision to sell the Systerr based on these considerations,

we issued a request for bids. PAWC submitted the only bid for the System in the amount

of $13,950,000.00 (along with a bid for $7,325,000.00 for the Township's watetr system).

6
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We determined that this bid was in the best interest of, and provided the greatest value to,

Valley, and so it was accepted.

Did the Township request public input on the sale?

Yes, multiple public meetings were held in the Township to receive input from residents

on the state of the System and the advantages and disadvantages of the potential sale.

The pote,ntial sale was discussed at a public Board meeting at every significant juncture

in the Proposed Transaction process, including prior to engagng PFM Financial Advisors

LLC ('?FM') as our consultant, prior to releasing the request for bid from qualified

firms, shortly after the bidding deadline occurred, and when the Board unanimously

chose to accept PAWC's bid.

A full chronology of the public process undertake,n regarding the pote,ntial sale is as

follows:

o June 4,2019: The Board publicly e,ntered into an agreement with PFM for "Phase

II and III' evaluations and services, in which PFM undertook oufreach to

potential investors and/or systein operators to confirm market interest in candidate

assets, establishment of a timeline for potential transactions, and identification of

key issues;

o October l,2ol9: Following pre-qualifications of interested purchasers, the Board

publicly authorized PFM to proceed with the release of a request for bids;

o October 18, 2019: The Township released its Request for Bids;
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November 18,2019: PAWC submitted a bid for the purchase of Township water

and sanitary sewer systems in the emount of $21,275,000 ($13,950,000 for the

sanitary sewer system; and57,325,000 for the water systern);

Decernber 3,2019: The Board held a public meeting where it provided an update

on the PAWC bid and authorized the delivery of a letter to all Township residents

regarding the proposed Board action to be taken with respect to the sale; and

December 17,2019: After apresentation from PFM and public comment from

Township residents, the Board accepted PAWC's bid.
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a. Did the Board hold a vote at a regularly scheduled public meeting on tle sale,

following input from Township residents?

A. Yes, the Board decided that the Proposed Transaction is in the best interests of the

Township. After numerous public meetings, as detailed abovg the Board unanimously

voted on Dece,nrba l'1,2019 to accept PAWC's bid.

Please describe the process that the Township used to hire a Utility Valuation

Expert (.3try8) for the transaction.

When the Board voted to unanimously accept PAWC's bid on Dece,mber 17,2019, it also

authorized me to take all steps necessary to effectuate the award, including seeking

proposals from and selecting a UVE. On May 28,2020, the Township received a

proposal from Gannett Fleming Valuation and Rate Consultants, LLC (ooGannett

Fleming"), which was accepted afterreview and consideration. Gannett Fleming is not

affiliated with the Township.

8
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BENEXTIS OF THE PROPOSED TRANSACTION

Please describe the benefits of the Proposed Transaction for Valley.

Valley will benefit from the Proposed Transaction as it will transfer its wastewater assets

to a long-standing and well-rur utility - PAWCWC. There are three key benefits of the

Proposed Transaction to the Township and its residents. The sale will (l) improve the

Township's financial condition and outloolg (2) enable the Township to reallocate its

administation time to focus on other key initiatives of the Township, and (3) provide for

synergies gven that PAWC already provides a portion of the Township's water and teats

the Township's wastewater.

First, the Proposed Transaction will greatly improve the Township's financial condition.

Most notably, the proceeds of the sale will provide the Township with a significantly

increased reserve firnd balance. Currently, the Township's reserve fund is approximately

$1,166,367.43. The proceeds of the Proposed Transaction would inctease this amorurt by

$13,950,000 - an amount that is more than 2.9 times the Township's tlpical yearly

revenue (approximately $4,760,455). Not only will this provide the Township with great

flexibility, but it also provides significant liquidityto allow the Township to weather any

sort of emerge,ncy it may face. At the time the Proposed Transaction was contemplated,

such an emerge,ncy was purely theoretical. However, in these uncertain times, and facing

a pandemic, the need for liquidity in order to weather the storm is all too real due to

anticipated future revenue shortfalls. The sale of the System would provide the

Township with the security blanket that simply can no longer be taken for granted. In the

eve,nt that these funds can be allocated elsewhere, they would help allow for

redevelopment opportunities that would othenrise not be attainable. This is significant
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grven the limited development opportunities at present in the Township. Moreover, this

financial stability would help both eliminate debt and mitigate against the risk of future

reve,rrue shortfalls.

Second, with respect to reallocating administrative time and expense, gven the time and

economic impact on the Township of dealing with the System, byreallocating Township

adrninistation time to focus on other key initiatives of the Township, the Proposed

Transaction will provide significant public benefits.

Finally, PAWC alreadyprovides aportion of the Township's water and heats the

Township's wastewater. My understanding is that because of this, the Proposed

Transaction will allow for synergies, such as the fact that the water and wastewater

operations in Valleywill both be supported by common shared support services. These

benefits include more efficient combined billing processes and capital replaceme,nt

planning and execution.

15 a. Please describe any further benefits from the Proposed Transaction.

system to PAWC. These benefits include, but are not limited to, the following:

The preservation of all jobs related to the System;

ll
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o Adding property to the Township's property tax rolls through increased development

opportunities;

PAWC can draw upon a broad range of engineering and operational experience, as

well as deeper finansial resources than are available to the Township, to address the

environmental compliance challenges of the wastewater syste,m such as: the rehofit

o
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and maintenance of aging purnp stations; the installation of pump station meters and

flow data loggers; sanitary sewer inflow and infiltration elimination; indushial

prefieatnent program management; fats, oils and grease (FOG) maintenance

program management; sanitary sewer pipe capacity upgrades; and permitting.

The Township will benefit from PAWC's capital improvernent programs, and its

experience in improving and correcting systerns with compliance issues.

Valley residents will benefit from enhanced customer service and operational

functions through expanded customer senrice center hours, additional payment

options (including by phone or online), enhanced customer information and

education prograxns, access to PAWC's customer assistance pogram, and PAWC's

team of experienced water and wastewater professionals;

PAWC's capability to make long-term investnents in necessary capital

improvements to the wastewater system; and

PAWC's prove,n record of e,nvironmental stewardship for the operation of

wastewater systems.

a.

A.

Do you believe that the Proposed Transaction provides affirmative public benefits of

a substantial nature and is in the public interest?

Yes. For the reasons set forth above, I believe that the Proposed Transaction provides

substantial affirmative public benefits and is in the public interest. I urge the

Commission to promptly approve the Proposed Transaction.
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RATES

How does Valley set the rates it charges wastewater customers?

Rates are governed by the Valley Township Code, and are set by the Board by ordinance

after consideration of the costs of providing se,nrice. Any rate increases must be approved

by the Board through an ordinance.

How frequently does Valley adjust rates?

Rates have only been increased when necessary. Over the past decade, Valley adjusted

rates three (3) times: the quarterly sewer rates were raised tw'ice lrnzDll and once again

trL20l2, from $160.14per quarterto $220.00 per quarter.

CONCLUSION

Does this conclude your test'mony?

Yes, it does. However, I reserve the right to file additional testimony at alater date as

may be necessary or appropriate.
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VERII|ICATION

[, Patrice Proctor hereby state that the facts above set forth above are true and correct to

the best of my knowledge, information and belief, and that I expect to be able to prove the sarne

at a hearing held in this matter. I understand that the statements made herein are made subject to

the penalties of 18 Pa. Cons. Stat. $4904 relating to unswom falsification to authorities.

Patrice , Chairwoman
Valley Township Board of Supervisors

Dated: t0-7-zc1'zo
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INTRODUCTION

PLEASE STATE YOT]R NAME AI[D BUSINESS ADDRESS F'OR THE RECORD.

My name is Harold Walker III and mybusiness address is 1010 Adams Avenue, Audubon,

Pennsylvania.

BY WHOM ARE YOU EMPLOYED AI[D IN WHAT CAPACITY?

I am employed by Gannett Fleming Valuation and Rate Consultants, LLC ("Gannett

Fleming") as Manager, Financial Studies.

WOULD YOU DESCRIBE BRIEFLY GAIYNETT FLEMING?

Yes. Since 1915, Gannett Fleming and its predecessors have been helping clients in public

pricing policy and related financial matters for managerial purposes, before regulatory

commissions and courts of law. Gannett Fleming is registered as a Utility Valuation Expert

("IJVE") in the Commonwealth of Pennsylvania. Gannett Fleming is also a registered

Municipal Advisor with the SEC and I am a licensed Municipal Advisor Representative

(Series 50) with the Municipal Securities Rulemaking Board ("MSRB") and the Financial

Industry Regulatory Authority ("F[NRA'). Gannett Fleming is a subsidiary of Gannett

Fleming, Inc.
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I supervise and develop 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 resouroe-recovery companies.

PLEASE DESCRIBE YOUR QUALIFICATIONS AI\[D YOUR EDUCATIONAL

BACKGROT]ND AI\D EMPLOYMENT EXPERIENCE?

My educational background, business experience and qualifications are provided in a

Curriculum Vitae included as Appendix A.

HAVE YOU PREYIOUSLY TESTIFIED BEFORE THE PEI\TNSYLVAIIIA

PUBLIC UTILITY COMMISSION?

Yes. I have testified before the Pennsylvania Public Utility Commission ("Commission"

or "PUC"), as well as other state regulatory commissions, on many occasions, as shown on

Appendix A.

WIIAT IS THE PTJRPOSE OF YOUR TESTIMOI\IY?

My testimony describes and explains the fair market value appraisal of the Valley

Township ("Township") water system assets (*Water Systerr") that I and staff, working

under my direction, performed. Gannett Fleming was engaged by the Township to perform

this appraisal. Our report is entitled "Valley Township Water System Assets Fair Market

Value Appraisal at March 31,2020. ("Gannett Fleming Appraisal Report"). The appraisal

and its report was developed to meet the criteria established in Section 1329 of the

l0
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Pennsylvania Public Utility Code ("Code"),66 Pa. C.S. $ 1329 ("Determination of the fair

market value of water and wastewater assets").

In its 2015-2016 legislative session, the Pennsylvania Legislature passed Act l2 of

2016 and Govemor Wolf signed Act 12 into law adding Section 1329 of the Code which

established the legislative requirements facilitating the acquisition of municipal and

authority water and wastewater systems by private investor-owned utilities and other

entities which are rate-regulated by the Commission. This legislation was intended to

facilitate the acquisition of water and wastewater systems in order to facilitate capital

improveme,nts to the water and wastewater properties.

OUALIFICATION AS UTILITY VALUATION EXPERT

IS GAI\INETT FLEMING ON THE COMMISSION'S REGISTRY OF UTILITY

VALUATION EXPERTS?

Yes. Gannett Fleming is a UVE in the Commonwealth of Pennsylvania approved by the

PUC (Utility Code 99t9244).

PLEASE DESCRIBE THE PROCESS BY WHICH GAiYNETT TLEMING WAS

PLACED ON THE COMMISSION'S REGISTRY OF UTILITY VALUATION

EXPERTS.

After passage of Section 1329 of the Code, the Commission established an application

process by which the Commission would approve and designate firms to be placed on the

Commission's "Registry of Utility Valuation Experts." To be included on the registry, the

UVEs must establish their qualifications. Gannett Fleming submitted its original
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application and the required proof of experience in September of 2016 and received

confirmation and approval from the Commission of Gannett Fleming's placement on the

Commission's IJVE Regrstry in December of 2016. Renewal of inclusion on the

Commission's IJVE Regstymust be done annually. Gannett Fleming submitted its 2018

re,newal application and therequired proofof experie,nce in December of 2017 and received

confirmation and approval from the Commission of Gannett Fleming's placement on the

Commission's [fVE Regrstry in January of 2018. In 2018, Gannett Flaning submitted its

2019 renewal application and the required proof of experience in December of 2018 and

received confirmation and approval from the Commission of Gannett Flerning's placement

on the Commission's I-IVE Registry in January of 2019. Again in20l9, Gannett Fleming

submitted its2020 renewal application and the required proof of experience in December

of 2019 and received confirmation and approval from the Commission of Gannett

Fleming's placement on the Commission's UVE Registry in January of 2020.
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15 a. HAVE yOU EVER HAD YOUR PROFESSIONAL CREDENTIALS REVOKEn

l6 OR SUSPENDED?

17 A. No.
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te a. DO YOU HAVE SPECIFIC EXPERIENCE WITH THE VALUATION ANI)

APPRAISAL OF UTILITY ASSETS?

Yes. In addition to serving as an expert witness on various financial and economic matters

before utility regulatory commissions for over 30 years, I have also provided valuations of

utility assets senrices for more than 20 years. In that capacity I have testified on valuation
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matters before the Commission and sponsored or adopted Gannett Fleming's UVE

appraisals in Section 1329 of the Code in the New Garden Township proceeding, the

Limerick Township proceeding, the East Bradford Township proceeding the Matroning

Township (water) proceeding, the Mahoning Township (wastewater) proceeding, the

Exeter Township proceeding the Cheltenham Township proceeding, the East Norriton

Township proceeding, the Kane Borough proceeding, the Delaware County Regional

Water Quality Confrol Authority proceeding and the Borough of Royersford proceeding.

In addition to testiffing in Section1329 proceedings, I have also testified and filed reports

on valuation matters in Californiq Illinois, New Hampshire and Pennsylvania in courts of

law and regulatory commissions.l

lt

12 a. HAYE YOU OR GAIINETT FLEMING OR AIYY OF ITS STAFF DERTVED AIYY

l3 MATERIAL FINAI{CIAL BENEFIT tr'ROM THE SALE OF THE WATER

l4 SYSTEM'S ASSETS OTHER TIIAN FEES F'OR YOUR SERVICES RENDERED?

15 A. No.

l6

t7 a. ARE YOU OR GAI\NETT FLEMTNG OR Atty OF ITS STAFF AI\ IMMEDIATE

l8 FAMILY MEMBER OF A DIRECTO& OFFICE& OR EMPLOYEE OF EITHER

l9 PEI\INSYLVAT\IA.AMERICAI\i WATER COMPAIYY (6PAWC") OR THT'

TOWNSHIP?

2l A. No.

I An electonic link to the PA PUC Dockets where I have testified in the last two years is provided in response to
Section 1329 Application Standard Data Requests l5-d. All other testimony relating to valuation is more than two
years old and therefore, is not provided.

l0

20
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A. IS GAITNETT FLEMING IN COMPLIANCE WITH APPLICABLE

PEIINSYLVAI\IA LAWS?

A. Yes.

o. DOES GA}[NETT FLEMING HAVE THE FINAI\CIAL AI\D TECHNICAL

trTrNESS, INCLUDING PROFESSIONAL LICENSES AI\ID TECHNICAL

CERTIFICATIONS, TO PERFORM A FAIR MARKET VALUATION OF THE

WASTEWATER ASSETS OF' THE TOWNSHIP?

Yes, to be placed on the Commission's "Registy of Utility Valuation Experts" Gannett

Fleming had to establish its qualifications.

l0 A.

1I

t2

13 a. ARE YOU AWARE OF All"Y FACT, INCLUDING BUT NOT LIMITED TO AI\IY

t4 POTENTIAL CONFLICT OF INTEREST THAT WOT]LD CAST DOUBT UPON

l5 YOUR ABILITY TO PROVIDE A THOROUGH, OBJECTM, UNBIASED, AIYD

16 FAIR VALUATION IN THIS PROCEEDING?

17 A. No.

l8

19 a. HAVE YOU CORRESPONDED WrTrr BLIYER'S tIvE WrTrr REGARD TO ITS

RESPECTIVE FAIR MARKET VALUE APPRAISAL OF THE ASSETS AT ISSUE

2t IN THIS CASE?

20

7

22 A. No.
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2l

DO YOU HAVE AIIY AF'FILIATION WITH EITHER THE SELLING UTILITY

OR THE ACQUIRING PUBLIC UTILITY?

No. Other than the current assignment to provide the subject appraisal, and similar

assignments to provide appraisals of other utility systems, I have no business or personal

relationships with any party to the proposed acquisition.

FEES PAID FOR UTILITY VALUATION EXPERT SERVICES

WIIAT IS THE GAI\NETT TLEMING FEE ARRANGEMENT TO DELIVER THE

APPRAISAL?

Gannett Fleming is being compensated on an hourly basis. Our fee arrangement is included

as Appendix A-7.2 to PAWC's Application. True, correct, and complete copies of Gannett

Fleming's invoices to the Township for this matter, as of the date of PAWC's Application

filing, are also included in Appendix A-7.2.

WIIAT IS THE ESTIMATED TOTAL COMPENSATION THAT GAIYNETT

FLEMING WILL RECETVE FOR ITS SERVICES IN THIS MATTER?

The estimated total compensation that Gannett Fluning will receive for its services in this

matter as of the date of PAWC's Application filing is $28,000, which represents

approximately 0.27% of the fair market valuation. I estimate our fee will total $75,000 if

this proceeding is fully litigated, which represents approximately 0.71% of the fair market

valuation.

a.

A.

a.

A.

8



lQ.

A.

PLEASE DESCRIBE THE PROCESS BY WHICII THIS COMPENSATION WAS

NEGOTIATED?

Gannett Fleming submitted a proposal to provide the required services in April 2020,which

the Township accepted.

a. ARE THESE FEES CONSISTENT WTTH COMPENSATTON RECETVED FOR

SIMILAR SERVICES PROVIDED TO OTHER CLIENTS?

A. Yes.

a. WILL GA}INETT FLEMING RECETYE ITS FEE REGARDLESS OF WHETIIER

THE COMMISSION APPROVES THE PROPOSED TRANSACTION OR

WHETHER IT CLOSES?

Yes. 66 Pa. C.S. $ 1329(a)(3) mandates that I comply with the Uniform Standards of

Professional Appraisal Practice ("USPAP") when developing an appraisal. Under the

USPAP, I cannot perform the appraisal with bias, and acceptance of a fee contingent on a

particular outcome, like closing or Commission approval, would violate the Ethics Rule.

A.

a. ARE YOU ADVOCATING FOR AII"Y PARTY OR OUTCOME?

No. The Ethics Rule of the USPAP, applicable here pursuant to 66 Pa. C.S. $ 1329(a)(3),

requires that I perform the appraisal with impartiality, objectivity, and independence, and

without accommodation of personal interests. I have not performed this appraisal

assignment with bias and I am not advocating the cause or interest of any party or issue.

A.
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1l A.

t2

l3

Further, I have not accepted this or any assignme,nt that includes the reporting of

predetermined opinions and conclusions.

FAIR MARKET VALUATION OF WATER SYSTEM ASSETS

PLEASE IDENTIFT APPENDIX A-5.2 TO PAWC's APPLICATION IN TIIIS

PROCEEDING?

Appendix 5.2 of PAWC's application includes the Gannett Fleming Appraisal Report dated

July 15, 2020.

HOW DO YOU RBCOGNIZEIT?

I personally prepared, and also directed and supervised Gannett Floning personnel in

preparing, the report, and recognize it as Gannett Fle'ming's work product.

t4 a. IS APPENDD( A-5.2 A TRUE, COMPLETE, AI\ID ACCURATE COPY OF THE

l5 GAIINETT FLEMING APPRAISAL REPORT?

16 A. Yes, and I incorporate it into my direct testimony as if set forth in its entirety.

t7

18 a. PLEASE DESCRIBE THE PROCESS BY WHICH YOU PREPARED TIIE

GAIINETT FLEMING APPRAISAL REPORT.

In accordance with Section 1329 of the Code, the Township engaged Gannett Fleming to

prepare the fair market valuation report of the Water System. The Township provided

financial statements and budget statements regarding the Water System and a copy of the

t9

20 A.

2l

22
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Engineering Assessment2 as required by Section 1329($$). In addition, Gannett Fleming

reviewed the assets, reviewed additional information provided by the Township and

conducted additional research regarding the Township and the Water Systern, including a

site visit. After those activities and data gathering, we developed the appraisal.

The appraisal contains a letter of hansmittal; a table of contents detailing all the

sections of the report and work papers; and a narrative report explaining our methodology

and conclusions.

The intent of the valuation report is to provide the appraisal results, as well as the

entire appraisal work file, in sufficient detail to satisff the parties' and Commission's

review requirements of Section 1329 and the Commission's Final Implementation Order,

In re: Implementation of Section I j29 of the Public Utility Code, Docket No. M-2016-

2543193 (Ordo Entered October 27,2016) and Final Supplemental Implementation Order

In re: Implementation of Section 1329 of the Public Utility Code, Docket No. M-2016-

2543193 (Order Entered February 28,2019). In addition to a copy of the appraisal report,

I have provided supporting work papers for the appraisal report in Appendix A-4.3 of

PAWC's Application. The relevant work papers have also been submitted to the

Commission and provided to the public advocates in CONFIDENTIAL live elechonic

format.

10

ll
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l3

t4

l5

t6

t7
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r9

20 a. Is THERE AI\IYTHING THAT YOU WOULD CIIANGE IN THT, GAI\INETT

2t FLEMING APPRAISAL REPORT SINCE ITS PREPARATION?

22 A. No.

2 'oValley Township Water Facilities Engineering Assessment and Original Cost" and related files prepared by Pennoni
Associates Inc.

l1
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WAS THE FAIR MARKET VALUATION OF THE WATER SYSTEM ASSETS

DETERMINED IN COMPLIANCE WITII USPAP?

Yes. Our fair market valuation was determined in compliance with USPAP 2020-2021

Edition.

DID YOU INCLUDE ANY LIMITING CONDITIONS IN DEYELOPING YOUR

APPRAISAL?

Yes. We accepted all information and data provided by the Township as it pertains to this

assignment o'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 and no

hazardous conditions or materials exist which could affect the assets.

A. DID YOU EMPLOY TIIE COST, MARKET AIYD INCOME APPROACHES IN

PREPARING YOUR VALUATION?

A. Yes.

10 a. DID YOU TNCLUDE AIYY EXTRAORDINARY ASSUMPTIONS OR

11 IIYPOTIIETICAL CONDITIONS IN DEYELOPING YOUR APPRAISAL?

12 A. No

t4 a.

13

20

a. PLEASE SUMMARTZE YOUR RESULTS OF THE APPLTCATTON OF THE

cosT, MARKET AIYD INCOME APPROACTTI'S.

t2



I A. Please see the below table:

PLEASE FI]RTHER DESCRIBE EACH APPROACII IN THE DEVELOPMENT

OF YOUR APPRAISAL.

We developed our appraisal utilizing the cost, income, and market approaches as required

by USPAP and Section 1329 of the Code. 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 Discountod Cash Flow Method, Market Multiples Method, and Selected

Transactions Method.

The results from the capitalization of earnings method, the 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 the selected hansactions method. The results from the original cost

method form the basis for our replace,ment cost method, and both methods form the basis

for our Cost Approach. These approaches are summarized below.

Cost Approach. The cost approach utilized the original cost method, the

reproduction cost method and the replacement cost method. The replacement cost method

was calculated by ftending (trended cost method) the asset inventory from the original cost

13

a.

A.
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t0

1l

t2

l3

l4

t5

t6

t7

l8

t9

20

Appmach IndicatedValue Weight WeighedValue

CostApproach $10,238,573 33.300/o $3,409,445

MarketApproach 11,826,043 33.40o/o 3,949,998

Incorne Approach 9,528,715 33.300/o 3,173,062

r00% $10,532,405

Conclusion $10,532,000



I new method. The original cost method determined the original cost new measure of the

cost of the assets when first consfirrcted based on the information contained in the

Engineering Assessment. The original cost new inventory was trended using the Handy

Whitnan Index of Public Utility Construction Costs for the water industry to produce the

reproduction cost new and was converted to replacement cost new after obsolescence was

factored. The calculated accrued depreciation was determined for the original cost new

and for the replaconent cost new as of March 31, 2020. 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 eaming (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 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 tlpes of

discounted cash flow analyses, the EBIT and EBITDA terminal value model and a

capitalization of terminal value model.3

Market Approach. The market approach was developed based on the market

multiples method and the selected transaction method. The market multiples method was

3 gBIt is eamings before interest and taxes and EBITDA is eamings before interest, tor, depreciation and
amortization.
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based on the market price data of publicly faded 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 hansaction (sale/purchase). The calculated market multiples determined by the

market multiples method and the selected transaction method were then multiplied by the

corresponding Water System financial and operating statistic to produce an indicated value

for the Water System.

A. PLEASE STATE THE NUMBER OF CUSTOMERS YOU USED IN DEYELOPING

YOUR APPRAISAL AI\D THE SOI]RCE OF THAT NUMBER.

A. The number of customers I used was 1,669. This customer count number was provid"d by

the Township.

O. DID YOU MAKE AI\Y UPDATES TO YOUR APPRAISAL AFTER IT WAS

SUBMITTED TO TIrE SELLER/BUYE& AI\ID Itr' SO, WHAT WAS TIrE

upDATE, WHEN WAS IT MADE, AI\[n WHY WAS IT NECESSARY?

A. No.

a. DID yOU PERFORM AI\t ON-SITE TNSPECTTON OF TIrE WATER SYSTEM?

A. Yes. Gannett Fleming viewed the water system assets on June 17,2020.

l5



I a.

A.

l1

t2

l3

t4

15

t6 a.

t7 A.

18

DID YOU RELY UPON A LICENSED ENGINEER'S ASSESSMENT OF TIIE

TAI\GIBLE ASSETS OF THE WATER SYSTEM IN PERFORMING YOTIR

VALUATION?

Yes. The Township provided a copy of the Engineering Assessment and this information

was incorporated into our Cost Approach in our appraisal.

Cost Approach

a. DID YOU USE TIIE REPRODUCTION COST OR THE REPLACEMENT COST

IN YOUR COST APPROACH?

We utilized the original cost new ("OCI{') to calculate the trended original cost ("TOC")

measures, or the reproduction cost of the depreciable assets by multiplying the OCN by

specific cost indices. We converted reproduction cost new to replacement cost new after

factoring in obsolescence. We used the TOC method because the mandated use of the

Engineering Assessment's original cost essentially dictates the use of TOC over the

reproduction cost or the replacement cost methods.

A.

WHAT INDE& IF AI\Y, DID YOU USE FOR THAT METIIOD?

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.
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20 a. UNDER YOUR APPLICATION OF THE COST APPROACH WHAT ASSETS DID

2t YOU VALUE OR TREI\ID DIFFERENTLY FROM OTIIER ASSETS AND WIIY

22 WAS THAT NECESSARY?
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lA. Handy Whitnan does not publish indices for all plant accounts. Accordingly, in limited

instances when Handy Whitman plant account indices were not available, we used the U.S.

Bureau of Labor Statistics, Producer Price Index which best matches the assets being

trended.a

a. UNDER YOUR APPLICATION OF THE COST APPROACH, WHAT YEAR-ENn

DATE DID YOU USE FOR CALCULATING THE DEPRECIATION RESERYE?

A. We used the date of March 31,2020.

10 a. How DID YOU DETERMINE THE DEPRECIATION PARAMETERS OF

ll SURVTYAL/RETIREMENT CIIARACTERISTICS AIID SERVICE LTVES FOR

TIIE UTILITY PROPERTY UNDER THE COST APPROACH?

13 A. We determined the average service lives of depreciable assets based on the materials used

t4 for construction and how long the depreciable assets are likely to meet service demands.

15

16a

t2

t7 A.

t8

t9

WHY ARE TIIOSE PARAMETERS APPROPRIATE?

We believe our average service lives of depreciable assets are appropriate based on our

experience of having determined average service lives for numerous other water and

wastewater utilities and given the fact they resernble those used by other Pennsylvania

water companies.20

a The plant account which Handy Whitrnan indices were not available included account 346.00 Communication
Equipment.

t7



I Income Approach

a.

A.
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REGARDING YO[]R APPLICATION OF THE INCOME APPROACH, WHAT

METHOD DID YOU USE TO DETERMINE THE INCOME APPROACH

RESTTLT?

I used the Capitalization of Earnings Method, Market Multiple Discounted Cash Flow

Method ("Market Multiple DCF"), and Capitalization Discorurted Cash Flow Method

("Capitalization DCF"). I refer to the Market Multiple DCF and the Capitalization DCF

collectively as the DCF method.

WHAT ASSUMPTIONS DID YOU EMPLOY TO DEVELOP YOUR INCOME

APPROACII RESULT?

All general assumptions are listed on page 3 of Exhibit 12, and pageT of Exhibits 13,14,

15 and 16.5

DID YOU USE PAWC'S CAPITALIZATION RATE OR THEIR DISCOT]NT

RATE IN YOUR INCOME APPROACH TO VALUATION?

No. Use of PAWC'S capitalization rate or their discount rate in an income approach to

valuation is not consistent with the standard of value of fair market value because the

"buyer" under the standard of value of fair market value is not a specific entity (i.e.,

PAWC), but rather a hlpothetical buyer. Use of PAWC'S capitalizanon rate or their

discount rate in an income approach to valuation is only used under the standard of value

5 Exhibit references herein are to the Exhibits in the Gannett Fleming Appraisal Report.
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a.

A.

of investnent value.6 In accordance with Section 1329 of the Code, the standard of value

is fair market value, not investnent value.

PLEASE EXPLAIN TIIE CAPITALIZATION RATE AI\D TIIE DISCOT]NT RATE

USED IN YOUR INCOME APPROACH TO VALUATION.

The capitahzationrate used in the capitalizatron 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. The capitalizanon rate is simply the discorurt rate minus the

expected growth rate. If no growth is assumed, the capitalization rate is equal to the

discount rate.

As explained previously, under the standard of value of fair market value the

"buyet'' is not a specific entity (i.e., PAWC), but rather a hlpothetical buyer. Accordingly,

the hlpothetical bidder/buyer may range from large regional municipal authorities

(*MUNI") to investor owned utilities (*IOU"). For a MUNI, 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 ta:r overall cost of capital (weigfuted average cost of

capital) on March 3l,2O2O and ranges from 5.95% to 7.16Yo.7

For a MUNI, the appropriate discount rate is the current municipal revenue bond

yield, 3.70oA, because debt is the only major source of capital available to finance an

6 Pratt, Shannon P. "Defining Standards of Value." Valuation 34, no. 2, June 1989.
http://www.aopraisers.ore/docs/default-source/colleee-of-fellows-articles/definine-standards-of-value.odf .
7 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 ofall financing sources in the business enterprise's capital structure."

t0

1l

12

l3

l4

15

16

t7

l8

t9

t9



I

2

3

4

5

6

7

8

9

acquisition (developed on 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.E 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, 3.70yo, at the

valuation date is used in accordance with accepted valuation practice 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), 5.95o/o to 7.16%o (Exhibit 20,

pages 2-9). lnthis instance, the net of tax overall cost of capital (weighted average cost of

capital) is based on the Comparable Group's market value capital skucture of 24.4o/o debt

and75.6% equity, a market cost of debt of 3.69% and a range of market cost of equity of

7.01% to 8.6lYo based on the Comparable Group's market value CAPM on March 31,

2O2O.e The Comparable Group's net of ta:r overall cost of capital (weighted average cost

of capital) is used as a proxyto conform to the "hlpothetical buyer" or "hyrothetical seller"

of fair market valuation. Use of the buyer's net of ta:r overall cost of capital (weighted

average cost of capital) would produce an investnnent valuation, not a fair market valuation.

The supporting documentation for the development of the MUNI and IOU discount rates

are shown on pages 2 to 9 of Exhibit 20.

8 For example, when a municipal or government entity, such as the Commonwealth of Pennsylvaniq finances
constnrction ofa road or bridge, they only consider the marginal debt cost despite having "equit5/' reflected on their
books (balance sheet).
e For example of the net of tax overall cost of capital, see http://www.investinsanswers.corn/financial-
dictionaryifinancial-statement-analysis/weighted-average-cost-capital-wacc-2905. Also see

http://www.wallstreetmojo.com/weishted-averaee-cost-capital-wacc/ , or
http://accountinsexplained.corn/misc/comorate-finance/wacc .
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WHY IS THE NET OF TAX OVERALL COST OF CAPITAL APPROPRHTE TO

USE?

The net oftax overall cost of capital is appropriate because the cash flows being discounted

are after tax, or net of tax. The income approach uses estimates of future free cash flow

and discounts thern to arrive at a present value or price of the cash flows. Generally, this

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.

WHAT IS THE BASIS FOR THE GROWTII RATE USED TO CALCULATE TIIE

CAPITALIZATION RATE USED IN THE INCOME APPROACH?

The growth rate used to calculate the capitalizationratereflects the growth in the Debt Free

Net Cash Flow subsequent to the terminal value year. For the Township, the growth rate

of 0.0% was used based on current level of rates. Under both MUNI and IOU ownership

a growth rate of 0.2%o was used based on the projected growth in population (l.l%),

projected inflation (2.0%) and the actual growth in the Debt Free Net Cash Flow in the

years prior to the tenninal value year. Under MUNI ownership the average growth in the

Debt Free Net Cash Flow for the last two years prior to the terminal value year was 0.2Yo

and 0.4Yo under IOU ownership. A growth of 0.2% was deemed reasonable based on the

aforesaid.
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A. WHAT UTILITY EARNINGS REPORT WAS USED TO CREATE THE CAPITAL

STRUCTURE USED IN YOUR APPRAISAL?

A. As documented previously in footnotes 7 and 9, book value capitalization is not used in

fair market valuation determination. Therefore, 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 rate and therefore, its use would provide a meaningless result. The Comparable

Group's 6.55% DSIC related cost was determined based the Comparable Group's book

value capital structure of 46.6Yodebt and 53.4% equity, a cost of debt of 3.690/o and a DSIC

cost of equity of 9.95o/o based on the February 2020 Eamings Report. However, we note

the 6.55% Comparable Group's DSIC related net of tax overall cost of capital falls within

the 5.95Yo to 7 .16%o range of discount rates used in our Income Approach.

If we used the 6.55% Comparable Group's DSIC 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 the 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 a0.2Yo 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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1Q.

A.

IF'YOU USED A TERMINAL VALUE IN YOUR DISCOUNTED CASH FLOW

ANALYSIS WHAT IS THE NUMBER OF YEARS OVER WHICH THE CASII

FLOWS ARE CONSIDERED?

The use of a "terminal value" in a Discounted Cash Flow analysis is reasonable and is in

accordance with accepted valuation practice. Simply put, the "terminal value" is a

mathematical shortcutto avoidhavingto show and/or calculate annual Debt FreeNet Cash

Flows for hundreds of time periods, or hundreds of years. Within the Discounted Cash

Flow analysis, the "terminal value" is simply a point in time in which the growth in annual

Debt Free Net Cash Flows changes from multiple growth rates to a constant growth rate.

For example, in our Discounted Cash Flow analysis, the growth rate of annual Debt Free

Net Cash Flows during time periods I through 24 changes multiple times due to the various

general assumptions listed in the Gannett Fleming Appraisal Report. Subsequent to time

period 24, the growth in annual Debt Free Net Cash Flows is a constant growth rate.

Accordingly, period 24, or year 24, is the "terminal value" year in our DCF method.

Market Approach

A. REGARDING YOUR APPLICATION OF THE MARKET APPROACH, WIIAT

METHODS DID YOU USE TO DETERMINE THE MARKET APPROACII

RE,STILT?

A. I used the market multiples method and the selected transaction method.

a. WHAT ASSUMPTIONS, ANALYSES, AI\D/OR ADJUSTMENTS DID YOU

2

3

4

5

6

7

8

9

10

1l
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l3

t4

l5

l6

t7

l8

t9
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1A. The general assumptions used for the market multiples method are listed on page I of

Exhibit 17. No assumptions were made under the selected transaction method.

A. REGARDING YOUR APPLICATION OF THE MARKET MULTIPLES

METHOD, DID YOU LIMIT YOUR PROXY GROUP USED FOR CALCTJLATING

MARKET VALUE TO OI\ILY COMPAI\IIES WHICH ENGAGE IN

PEI\NSYLVAI\IA FAIR MARKET VALUE ACQUISITIONS?

A. No.

PLEASE STATE THE COMPARABLE TRANSACTIONS YOU USED IN

DEVELOPING YOUR MARKET APPROACH.

Please see PAWC's Application Appendix A-5.2 (the Gannett Fleming Appraisal Report),

Exhibit 18, pages 2 and 3, which shows that we reviewed the following transactionsro in

developing the selected transactions method:

o Sale ofthe Municipal Authority ofthe City of McKeesport's wastewater system

to PAWC in20l7.

2

3

4

5

6

7

I

9

l0 a. REGARDING YOUR APPLTCATTON OF THE COMPARABLE SALES USED TO

ll ESTABLISH THE VALUATION, DID YOU LIMIT THE TRANSACTIONS

t2 SELECTED TO THOSE THAT YOU PREVIOUSLY APPRAISED?

13 A. No

t4

ls a.

l6

t7 A.

18

19

20

l0 The years listed indicate when the applicant sought approval or when the Commission approved each of the

2l

transactrons.
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I o Sale of New Garden Township Sewer Authority to Aqua Pennsylvania, Inc.

("Aqua") in20l7.

o Sale of Limerick Township Wastewater to Aqua in20l7.

o Sale of East Bradford Township Wastewater to Aqua in 2018.

o Sale of Mahoning Township's water system to Suez Water Pennsylvania Inc.

("SWPA"; in 2018.

o Sale of Mahoning Township's wastewater system to SWPA in 2018.

o Sale of Sadsbury Township's wastewater system to PAWC in 2018.

o Sale of Exeter Township's wastewater system to PAWC in 2019.

o Sale of the Steelton Borough Authority's water system to PAWC in 2019.

o Sale of Cheltenham Township's wastewater system to Aqua in20l9.

o Sale of East Norriton Township's wastewater system to Aqua in 2019.

o Sale of Kane Borough Authority's water system to PAWC Company in2020.

As a check on the transactions I studied, that are listed above, I also reviewed the

2

3

4

5

6

7

8

9

l0

ll

t2

l3

t4

15 purchase of Connecticut Water Service, Inc. by SJW Group (Exhibit 18 page 4) which was

l6 announced in 2018 and approved in 2019.

t7

18 a. wrrAT WERE THE RESULTS OF THE MARKET APPROACH ANALYSN YOU

t9 PERFOR]VIED?

20 A. The results of the market multiples method are shown on page I of Exhibit 17 and the

results of the selected transactions method are shown on page I of Exhibit 18. The

conclusion regarding the Market Approach analysis is explained on pages 4l and 42 of our

2t

22

23 appraisal.

25



I

2

3

4

5

6

7

8

9

a.

A.

CONCLUSION

WHAT IS YOUR CONCLUSION REGARDING TIIE FAIR MARKET VALUE OF

THE WATER SYSTEM'S ASSETS TO BE PURCHASED BY PAWC?

Fair market value is defined as "the price, expressed in terms of cash equivalents, at which

property would change hands between a hlpothetical willing and able buyer and a

hlpothetical 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 Gannett Fleming Appraisal Report, the

estimate of the fair market value of the Water Systern as of March 31,2020 is $10,532,000

(rounded). The results of the analyses and calculations are summarized in Table I for the

Water System as follows:

Vatntbn
Approach

kdbated
Vahrc

Cost Approach

Income Approach

MarketApproach

$10,238,573

9,528,715

11,826,043

Table I

We used sev€n 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

t0

11

l2

13

t4
t5

t6

r7

l8
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I

2

3

4

5

6

7

8

9

Flow Method, Market Multiples Method, and the Selected Transactions Method.

The results from the capitalization of eamings method, the 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 the 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 ofvalue individually, or

as independent indicators ofvalue. Therefore, all three approaches to valuation were given

consideration in arriving at our estimate ofthe fair market value conclusion. In our opinion,

each of the valuation approaches utilized in our appraisal is relevant. Accordingly, *e

assign an equal weight to the result of each approach. Our conclusion regarding the fair

market value can be described by the weightings Sven the specific results of the three

approaches to valuation. The results of our analysis, shown on Exhibit 19, indicate a range

of value for the Water System of $9.5 million to $l1.8 million and collectively indicate a

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

GENERALLY SPEAKING, IS IT COMMON F'OR DIFFERENT APPRAISERS TO

REACII VARYING OPINIONS OF FAIR MARKET VALUE?

Yes. I do not think the underlying results of the models employed for valuation purposes

are everthe same from one appraiser to another appraiser. Further, the conclusion of value

from one appraiser to another appraiser usually differs as well. I believe these are some of

l0

1l

12

l3

t4

t5

t6

t7

18 a.

t9

20 A.
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I

2

3

4

5

6

a.

A.

the reasons the results of the conclusion of value from two different UVEs are averaged

under Section 1329,66Pa. C.S. $ 1329.

DOES THIS CONCLUDE YOUR TESTIMOIYY?

Yes. However, I reserrre the right to supple,ment my testimony as additional issues and

facts arise during the course of the proceeding. Thank you.
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APPENDIX A
Professional Qualifications

of
Harold Walker, III

Manager, Financial Studies
Gannett Flemins 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-makirrg 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

Prior to joining Ganneff Fleming Valuation and Rate Consultants, LLC., Mr. Walker was
anployed by AUS Consultants - Utility Services. He held various positions during his eleven
years with AUS, concluding his ernployment 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.

A-l
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lnl996, Mr. Walkerjoined Gannett Flerning 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. ln 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
cornmon 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
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.

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 l994,he became a confributing author for
the Fortniehtly, a utility trade joumal. His column was the Financial News column and focused
mainly on the natural gas industry.

1n2004, 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 Pornsylvania Municipal Authorities Association, Electric Deregulation Committee.

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, llinois, lndiana, Kentucky, Maryland, Massachusetts, Michigan, Missouri,
New Hampshire, Nevada, New Jersey, New York, North Carolina, Oklatromq 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, de,preciation, fair rate ofrefurn, purchased water adjustments,
synchronization of interest charges for income ta,x purposes, valuation, cash working capital, lead-
lag studies, financial analyses of investment altematives, and fair value. The following tabulation
provides a listing of the electic power, natural gas distribution, telephone, wastewater, and water
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service utility cases in which he has been involved as a witness. Additionally, he has been involved
in a number of rate proceedings involving small public utilities which were resolved by Option
Orders and therefore, are not listed below.

Client Docket No.

Alpena Power Company

Armstrong Telephone Company -

Northern Division

Armstrong Telephone Company -

Northern Division

Artesian Water Company, Inc.

Artesian Water Company, Inc.

Aqua Illinois Consolidated Water Divisions

and Consolidated Sewer Divisions

Aqua Illinois Hawthorn Woods

Wastewater Division

Aqua Illinois Hawthorn Woods Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Vermilion Division

Aqua Illinois Willowbrook Wastewater Division

Aqualllinois Willowbrook

Water Division

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Virginia - Alpha Water Corporation

Aqua Virginia - Blue Ridge Utility Company, Inc.

Aqua Virginia - Caroline Utilities, Inc. (Wastewater)

Aqua Virginia - Caroline Utilities, Inc. (Water)

Aqua Virginia - Earlysville Forest Water Company

Aqua Virginia - Heritage Homes of Virginia
Aqua Virginia - Indian River Water Company

Aqua Virginia - James River Se,nrice Corp.

u-10020

92-0884-T-427

95-0571-T-427

90 r0

06 158

I l-0436

00620107 062U08 0067

07 0620107 0621108 0067

l0-0194

t4-0419

07 0620107 062y08 0067

07 0620107 062U08 0067

07 0620107 062y08 0067

A-20t6-2580061 *

A-2017-2605434 *

A-2018-3001582 *

A-2019-3008491 *

A-2019-3009052 *

A-2019-3015173 *

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059
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Aqua Virginia - Lake Holiday Utilities, Inc.

(Wastewater)

Aqua Virginia - Lake Holiday Utilities, lnc. (Water)

Aqua Virginia - Lake Monticello Services Co.

(Wastewater)
Aqua Virginia - Lake Monticello Ssrvices Co.
(Water)

Aqua Virginia - Lake Shawnee
Aqua Virginia - Land'or Utility Company
(Wastewater)

Aqua Virginia - Land'or Utility Company (Water)

Aqua Virginia - Mountainview Water Company, Inc.

Aqua Virginia - Powhatan Water Works, Inc.

Aqua Virginia - Rainbow Forest Water Corporation

Aqua Virginia - Shawnee Land

Aqua Virginia - Sydnor Water Corporation

Aqua Virginia - Water Distibutors, Inc.

Berkshire Gas Company

Borough of Hanover

Borough of Hanover

Borough of Hanover

Borough of Royersford

Chaparal City Water Company

California-American Water Company

Connecticut-American Water Company

Connecticut Water Company

Citizens Utilities Company

Colorado Gas Division

Citizens Utilities Company

Vermont Electric Division

Citizens Utilities Home Water Company

Citizens Utilities Water Company

of Pennsylvania

City of Bethlehsm - Bureau of Water

City of Bethlehe,m - Bureau of Water

City of Bethlehem - Bureau of Water

City of Dubois - Bureau of Water

City of Dubois - Bureau of Water

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

18-40

R-2009-2106908

R-2012-231172s

R'-20t4-242830

A-2020-3019634

W 021 l3a 04 0616

CryCVI56413
99-08-32

06 07 08

5426

R 901664

R 901663

R-0098437s

R00072492

R-2013-2390244

R-2013-2350509

R-2016-2554150

*

*
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City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

Coastland Corporation

Consumers Pennsylvania Water Company

Roaring Creek Division

Consumers Pennsylvania Water Company

Shenango Valley Division

Country Knolls Water Works, lnc.

East Resources, lnc. - West Virginia Utility
Elizabethtown Water Company

Forest Park, Inc.

Hampton Water Works Company

Hidden Valley Utility Services, LP

Hidden Valley Utility Services, LP

Illinois American Water Company

Indian Rock Water Company

Indiana Natural Gas Corporation

Jamaica Water Supply Company

Kane Borough Authority

Kentucky American Water Company, Inc.

Middlesex Water Company

Millcreek Township Water Authority

Missouri-American Water Company

Missouri-American Water Company

Mount Holly Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

R-0000s109

R-00049862

R-20t2-23r0366

R-2019-3010955

R-2019-30109ss

R-00984567

R-00016114

R 0005r 167

R-20t0-2179103

R-2014-24t8872

15-cvs-216

R-00973869

R-00973972

90 w 0458

06044s G 427

wR06030257

l9-w-0168 & t9-W-0269

DW 99-057

R-2018-3001306

R-2018-3001307

16-0093

R-91l97l
38891

A-2019-3014248

2007 00t34

wR 89030266J

55 198Y00021 ll
wR 2000-281

sR 2000-282

wR06030257

wR 89080702J

wR 90090950J

wR 03070511

wR-06030257

*

*
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New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New JerseyNatural Gas Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

North Maine Utilities

Northern Indiana Fuel & Light Company

Oklahoma Natural Gas Company

Palmetto Wastewater Reclamation, LLC
Pennichuck Water Works, Inc.

Pennichuck Water Works, Inc.

Pennichuck Water Works, Inc.

Pennsylvania Gas & Water Company (Gas)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Wato)

Public Service Company of North Carolina, Inc.

Public Service Elecfric and Gas Company

Public Service Electric and Gas Company

Sierra Pacific Power Company d/b/a NV Enerry

Presque Isle Harbor Water Company

St. Louis County Water Company

Suez Water Delaware, Inc.

Suez WaterNew Jersey, Inc.

Suez Water Owego-Nichols, Inc.

Suez Water Pennsylvania, Inc.

Suez Water Pennsylvania, Inc.

wR08010020

wRl0040260
wRI1070460

wRl5010035

wRl709098s
wRl9121516

GRl9030420

R-91t977

R-009431s7

R-2009-2r 17550

R-2011-2230259

R-2017-2624240

R-2019-3006904

t4-0396

38770

PUD-940000477

2018-82-S

DW 04 048

DW 06 073

DW 08 073

R-89126r

R901726

R-911966

R-22404

R-00922482

R-00932667

G-5, Sub 565

ERI81010029

cRl8010030
l9-06002

u-9702
wR-2000-844

l9-0615

wRI8050593

17-W-0528

R-2018-3000834

A-20r8-3003519

rf

*

*
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Suez Water Rhode Island, Inc.

Suez Water Owego-Nichols, Inc.

Suez Water New York, Inc.

Suez Westchester, lnc.

Suez Water Pennsylvania, Inc.

Town of Norttr East Water Fund

Township of Exeter

United Water New Rochelle

United Water Toms River

Valley Water Systems, Inc.

Virginia American Water Company

West Virginia-American Water Company

West Virginia-American Water Company

Wilmington Suburban Water Corporation

York Water Company

York Water Company

York Water Company

York Water Company

York Water Company

York Water Company

Young Brothers, LLC

* - Testimony related to valuation

Docket No. 4800

l9-w-0168 & t9-W-0269

19-W-0168 & t9-W-0269

l9-w-0168 & l9-W-0269

A-2018-3003s17

9190

A-2018-3004933

w-95-W-1168

wR-95050219

06 t0 07

PUR-2018-00175

t5-0676-W-427

l5-0675-S-427

94-149

R-901813

R-922168

R-943053

R-963619

R-994605

R-00016236

2019-0117

*

*
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In re: Application of Pennsylvania-American Water
Companyunder Section 1102(a) of the Pennsylvania
Public Utility Code, 66 Pa C.S. $ I102(a), for approval
of (l) the transfer, by sale, of substantially all of Valley
Township's assets, properties and rights related to its
wastewater collection and conveyance
system to Pennsylvania-American Water
Company, and (2) the rights of Pennsylvania-American
Water Company to begin to offer or fumish wastewater
service to the public in Valley Township, and limited
portions of East Fallowfield Township,
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Chester County, Pennsylvania
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INTRODUCTION

PLEASE STATE YOUR NAME AI\D BUSINESS ADDRESS FOR THE RECORD.

My name is Harold Walker III and my business address is 1010 Adams Avenue, Audubon,

Pennsylvania.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Gannett Flaning Valuation and Rate Consultants, LLC ("Gannett

Flerning") as Manager, Financial Studies.

WOULD YOU DESCRIBE BRIEFLY GANNETT FLEMING?

Yes. Since 1915, Gannett Fleming and its predecessors have been helping clients in public

pricing policy and related financial matters for managerial purposes, before regulatory

commissions and courts of law. Gannett Flerning is registered as a Utility Valuation Expert

("UVE") in the Commonwealth of Pennsylvania. Gannett Fleming is also a registered

Municipal Advisor with the SEC and I am a licensed Municipal Advisor Representative

(Series 50) with the Municipal Securities Rulemaking Board ("MSRB") and the Financial

Industry Regulatory Authority ("FINRA"). Gannett Fleming is a subsidiary of Gannett

Flerning, Inc.

20 a. WHAT ARE YOUR RESPONSTBTLTTIES AS MAIIAGE& FTNANCTAL STUDIES

2

2l OF GAIINETT FLEMING?



2

J

4

5

6

7

8

9

1A. I supervise and develop 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.

A. PLEASE DESCRIBE YOUR QUALIFICATIONS AND YOUR EDUCATIONAL

BACKGROUND AND EMPLOYMENT EXPERIENCE?

A. My educational background, business experience and qualifications are provided in a

Curriculum Vitae included as Appendix A.

10 a. HAVE yOU PREVIOUSLY TESTIFTED BEFORE THE PENNSYLVATIIA

11 PUBLIC UTILITY COMMISSION?

12 A. Yes. I have testified before the Pennsylvania Public Utility Commission ("Commission"

13 or "PUC"), as well as other state regulatory commissions, on many occasions, as shown on

t4 Appendix A.

l5

t6a
t7 A.

l8

t9

2t

20

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony describes and explains the fair market value appraisal of the Valley

Township ("Township") wastewater system assets ("Wastewater System") that I and stafI,

working under my direction, performed. Gannett Flaning was engaged by the Township

to perform this appraisal. Our report is entitled "Valley Township Wastewater System

Assets Fair Market Value Appraisal at April 30,2020" ("Gannett Fleming Appraisal

Report"). The appraisal and its report was developed to meet the criteria established in

3

22



I

2

Section 1329 of the Pennsylvania Public Utility Code ("Code"), 66 Pa. C.S. $ 1329

("Determination of the fair market value of water and wastewater assets").

In its 2015-2016legislative session, the Pennsylvania Legislature passed Act 12 of

2016 and Governor Wolf signed Act 12 into law adding Section 1329 of the Code which

established the legislative requirements facilitating the acquisition of municipal and

authority water and wastewater systems by private investor-owned utilities and other

entities which are rate-regulated by the Commission. This legislation was intended to

facilitate the acquisition of water and wastewater systems in order to facilitate capital

improvements to the water and wastewater properties.

OUALIFICATION AS UTILITY VALUATION EXPERT

A. IS GANNETT FLEMING ON THE COMMISSION'S REGISTRY OF UTILITY

VALUATION EXPERTS?

A. Yes. Gannett Fleming is a UVE in the Commonwealth of Pennsylvania approved by the

PUC (Utility Code 9919244).

A. PLEASE DESCRIBE THE PROCESS BY WHICII GANNETT FLEMING WAS

PLACED ON THE COMMISSION'S REGISTRY OF UTILITY VALUATION

EXPERTS.

A. After passage of Section 1329 of the Code, the Commission established an application

process by which the Commission would approve and designate firms to be placed on the

Commission's "Registry of Utility Valuation Experts." To be included on the registry, the

UVEs must establish their qualifications. Gannett Fleming submiued its original

application and the required proof of experience in Septernber of 2016 and received

J
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1 confirmation and approval from the Commission of Gannett Fleming's placement on the

Commission's UVE Registry in December of 2016. Renewal of inclusion on the

Commission's UVE Registry must be done annually. Gannett Fleming submitted its 2018

renewal application and the required proofof experience in Decernber of 2017 and received

confirmation and approval from the Commission of Gannett Flerning's placement on the

Commission's UVE Registry in January of 2018. In 2018, Gannett Fluning submitted its

2019 renewal application and the required proof of experience in December of 2018 and

received confirmation and approval from the Commission of Gannett Fleming's placement

on the Commission's UVE Registry in January of 2019. Again in20l9, Gannett Fleming

submitted its 2020 renewal application and the required proof of experience in Decernber

of 2019 and received confirmation and approval from the Commission of Gannett

Flerning's placement on the Commission's UVE Registry in January of 2020.

2

3

4

5

6

7

8

9

l0

il

T2

13

t4 a. HAVE YOU EVER HAD YOUR PROFESSTONAL CREDENTIALS REVOKED

15 OR SUSPENDED?

16 A. No.

t7

l8 a. Do you HAVE SPECIFIC EXPERTENCE WITH THE VALUATTON AND

19 APPRAISAL OF UTILITY ASSETS?

20 A. Yes. [n addition to serving as an expert witness on various financial and economic matters

2t before utility regulatory commissions for over 30 years, I have also provided valuations of

22 utility assets seryices for more than 20 years. In that capacity I have testified on valuation

matters before the Commission and sponsored or adopted Gannett Floning's UVE

5

23
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appraisals in Section 1329 of the Code in the New Garden Township proceeding, the

Limerick Township proceeding, the East Bradford Township proceeding, the Mahoning

Township (water) proceeding, the Mahoning Township (wastewater) proceeding, the

Exeter Township proceeding, the Cheltenham Township proceeding, the East Norriton

Township proceeding, the Kane Borough proceeding, the Delaware County Regional

Water Quality Control Authority proceeding, the Borough of Royersford proceeding and

the Valley Township (water) proceeding. In addition to testifuing in Section 1329

proceedings, I have also testified and filed reports on valuation matters in California,

Illinois, New Hampshire and Pennsylvania in courts of law and regulatory commissions.l

I I a. HAVE YOU OR GANNETT FLEMING OR ANy OF rrs STAFF DERTVED Ar\y

t2 MATERIAL FINAI\CIAL BENEFIT FROM THE SALE OF THE WASTEWATER

13 SYSTEM'S ASSETS OTHER THAN FEES FOR YOUR SERVICES RENDERED?

14 A. No.

l5

16 A. ARE YOU OR GANNETT FLEMING OR AI\Y OF ITS STAFF AN IMMEDIATE

17 FAMILY MEMBER OF A DIRECTO& OFFICE& OR EMPLOYEE OF EITHER

l8 PENNSYLVAI\IA-AMERTCAI\ WATER COMPAIIY (6'PAWC") OR THE

r9 TOWNSHIP?

20 A. No.

I An electronic link to the PA PUC Dockets where I have testified in the last two years is provided in response to
Section 1329 Application Standard Data Requests l5-d. All other testimony relating to valuation is more than two
years old and therefore, is not provided.

6
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lQ.

2

3A.

4

sQ.
6

7

8

9A.

l0

t1

N GANNETT FLEMING IN COMPLIAIICE WITH APPLICABLE

PENNSYLVAIIIA LAWS?

Yes.

DOES GANNETT FLEMING HAVE THE FINANCIAL AI\D TECHNICAL

FITNESS, INCLUDING PROFESSIONAL LICENSES A}[D TECHNICAL

CERTIFICATIONS, TO PERFORM A FAIR MARI(ET VALUATION OF THE

WASTEWATER ASSETS OF THE TOWNSHIP?

Yes, to be placed on the Commission's "Registry of Utility Valuation Experts" Gannett

Flerning had to establish its qualifications.

12 A. ARE YOU AWARE OF ANY FACT, INCLUDING BUT NOT LIMITED TO ANY

l3 POTENTIAL CONFLICT OF INTEREST THAT WOULD CAST DOUBT UPON

t4 YOUR ABILITY TO PROVIDE A THOROUGH, OBJECTIVE, UNBIASED, AND

l5 FAIR VALUATION IN THIS PROCEEDING?

16 A. No

t7

18 a. HAVE YOU CORRESPONDED WITH BUYER'S UVE WrTH REGARD TO ITS

t9 RESPECTIVE FAIR MARKET VALUE APPRAISAL OF THE ASSETS AT ISSUE

20 IN THIS CASE?

7

2l A. No



1Q.

A.

DO YOU HAVE AI\Y AFFILIATION WITII EITHER THE SELLING UTILITY

OR THE ACQUIRING PUBLIC UTILITY?

No. Other than the current assignment to provide the subject appraisal, and similar

assignments to provide appraisals of other utility systems, I have no business or personal

relationships with any party to the proposed acquisition.

FEES PAID FOR UTILITY VALUATION EXPERT SERYICES

A. WHAT IS THE GAIINETT FLEMING FEE ARRANGEMENT TO DELIVER THE

APPRAISAL?

Gannett Flerning's invoices to the Township for this matter, as of the date of PAWC's

Application filing, are also included in Appendrx A-7.2.

2

J

4

5

6

7

8

9

10 A. Gannett Flerning is being compensated on an hourly basis. Our fee arrangement is included

ll as Appendrx A-7.2 to PAWC's Application. True, correct, and complete copies of

t2

13

t4

15 a.

t6

t7 A.

l8

t9

20

WHAT IS THE ESTIMATED TOTAL COMPENSATION THAT GANNETT

FLEMING WILL RECEIVE FOR ITS SERVICES IN THIS MATTER?

The estimated total compensation that Gannett Fleming will receive for its services in this

matter as of the date of PAWC's Application filing is $30,000, which represents

approximately 0.l5Yo of the fair market valuation. I estimate our fee will total $75,000 if

this proceeding is fully litigated, which represents approximately 0.38% of the fair market

valuation.

8

2l



1Q.

2

34.

4

5

64.
7

8A.

9

l0 a.

l1

l2

13 A.

t4

l5

t6

t7

l8 a.

t9 A.

20

2t

22

PLEASE DESCRIBE THE PROCESS BY WHICH THIS COMPENSATION WAS

NEGOTIATED?

Gannett Fleming submitted a proposal to provide the required services in May 2020, which

the Township accepted.

ARE THESE FEES CONSISTENT WITII COMPENSATION RECEIVED FOR

SIMILAR SERVICES PROVIDED TO OTHER CLIENTS?

Yes.

WILL GAI\NETT FLEMING RECEIVE ITS FEE REGARDLESS OF WHETHER

THE COMMISSION APPROVES THE PROPOSED TRANSACTION OR

WHETHER IT CLOSES?

Yes. 66 Pa. C.S. $ 1329(aX3) mandates that I comply with the Uniform Standards of

Professional Appraisal Practice ("USPAP") when developing an appraisal. Under the

USPAP, I cannot perform the appraisal with bias, and acceptance of a fee contingent on a

particular outcome, like closing or Commission approval, would violate the Ethics Rule.

ARE YOU ADVOCATING FOR ANY PARTY OR OUTCOME?

No. The Ethics Rule of the USPAP, applicable here pursuant to 66 Pa. C.S. $ 1329(a)(3),

requires that I perform the appraisal with impartiality, objectivity, and independence, and

without accommodation of personal interests. I have not performed this appraisal

assignment with bias and I am not advocating the cause or interest of any party or issue.

9



I Further, I have not accepted this or any assignment that includes the reporting of

predetermined opinions and conclusions.

FAIR MARKET VALUATION OF WASTEWATER SYSTEM ASSETS

2

J

4

sQ.
6

7A^.

8

9

l0 a.

11 A.

t2

l3

18 a
t9

20 A.

2t

t4 a. IS APPENDIX A-5.2 A TRUE, COMPLETE, AllD ACCURATE COPY OF

15 THEGAI\NETT FLEMING APPRAISAL REPORT?

16 A. Yes, and I incorporate it into my direct testimony as if set forth in its entirety

17

PLEASE IDENTIF'T APPENDIX A.5.2 TO PAWC'S APPLICATION IN THIS

PROCEEDING?

Appendix A-5.2 ofPAWC's application includes Gannett Fleming's appraisal report dated

August 3,2020.

HOW DO YOU RECOGNIZEIT?

I personally prepared, and also directed and supervised Gannett Fleming personnel in

preparing, the report, and recognize it as Gannett Flaning's work product.

PLEASE DESCRIBE THE PROCESS BY WHICH YOU PREPARED THE

GAI\NETT FLEMING APPRAISAL REPORT.

In accordance with Section 1329 of the Code, the Township engaged Gannett Fleming to

prepare the fair market valuation report of the Wastewater Systern. The Township

provided financial statements and budget statements regarding the Wastewater System and22

l0



I

2

3

4

5

6

7

8

9

a copy of the Engineering Assessmenf as required by Section 1329($$). In addition,

Gannett Fleming reviewed the assets, reviewed additional information provided by the

Township and conducted additional research regarding the Township and the Wastewater

System, including a site visit. After those activities and data gathering, we developed the

appraisal.

The appraisal contains a letter of ransmittal; a table of contents detailing all the

sections of the report and work papers; and a narrative report explaining our methodology

and conclusions.

The intent of the valuation report is to provide the appraisal results, as well as the

entire appraisal work file, in sufficient detail to satisfr the parties' and Commission's

review requirements of Section1329 and the Commission's Final Implementation Order,

In re: Implementation of Section 1329 of the Public Utility Code, Docket No. M-2016-

2543193 (Order Entered October 27,2016) and Final Supplemental Implementation Order

In re: Implementation of Section 1329 of the Public Utility Code, Docket No. M-2016-

2543193 (Ordo Entered February 28,2019). In addition to a copy of the appraisal report,

I have provided supporting work papers for the appraisal report in Appendix A-4.3 of

PAWC's Application. The relevant work papers have also been submitted to the

Commission and provided to the public advocates in CONFIDENTIAL live elecfronic

format.

l0

ll

t2

l3

t4

l5

l6

t7

t8

t9

20

2I A. IS THERE AITYTHING THAT YOU WOULD CHANGE IN TIIE GAI\NETT

FLEMING APPRAISAL REPORT SINCE ITS PREPARATION?

2 *VaUey Township Sewerage Facilities Engineering Assessment and Original Cost" and related files prepared by
Pennoni Associates Inc.

22
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I A. No.

A.

2

J

4

5

6

7

8

9

a WAS THE FAIR MARI(ET VALUATION OF THE WASTEWATER SYSTEM

ASSETS DETERMINED IN COMPLIANCE WITH USPAP?

Yes. Our fair market valuation was determined in compliance with USPAP 2020-2021

Edition.

DID YOU INCLUDE ANY LIMITING CONDITIONS IN DEVELOPING YOUR

APPRAISAL?

Yes. We accepted all information and data provided by the 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 and no

hazardous conditions or materials exist which could affect the assets.

A. DID YOU EMPLOY THE COST, MARKET AIID INCOME APPROACHES IN

PREPARING YOUR VALUATION?

l0 A. Yes

1l

t2 a. DID YOU TNCLUDE Ar\Y EXTRAORDINARY ASSUMPTTONS OR

13 HYPOTHETICAL CONDITIONS IN DEVELOPING YOUR APPRAISAL?

14 A. No.

l5

t6 a.

t7

18 A.

t9

2T

20

22
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I Q. PLEASE SUMMARIZE YOUR RESULTS OF THE APPLICATION OF THE

2 COST, MARr(ET At[D INCOME APPROACHES.

3 A. Please see the below table:

Apprcach Indicated Value Weight WeightedValue

Cost Approach $21,165,301 3330% $7,048,045

Market Approach 17,780,741 33.40% 5,939,767

lncorne Approach 20,599,324 33.30% 6,959,575

100% $19,846,387

Conclusion $19,946,0004

5

6

7

8

9

a.

A.

PLEASE FURTHER DESCRIBE EACH APPROACH IN THE DEVELOPMENT

OF YOUR APPRAISAL.

We developed our appraisal utilizing the cost, income, and market approaches as required

by USPAP and Section 1329 of the Code. We used seven methods under the Cost, Market

and Income Approaches to valuation: Original Cost Method, Replacernent Cost Method,

Capitalization of Eamings 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.

These approaches are summarized below.

Cost Approach. The cost approach utilized the original cost method, reproduction

cost method and replacement cost method. The replacement cost method was calculated

13

l0

1l

t2

13

l4

15

t6

17

l8

t9
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18

19

20
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by trending (trended cost method) the asset inventory from the original cost new method.

The original cost method determined the original cost new measure of the cost of the assets

when first constructed based on the information contained in the Engineering Assessment.

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

was 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 as of April 30,2020. 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 eaming (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 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.3

Market Approach. The market approach was developed based on the market

multiples method and the selected transaction method. The market multiples method was

3 EBIT is eamings before interest and taxes and EBITDA is earnings before interest, tax, depreciation and
amortization.

t4



I

2

J

4

5

6

7

8

9

l0

l1

t2

l3

t4

l5

t6

l7

l8

t9

20

2l

22

23

based on the market price data of publicly traded corporations engaged in the same or a

similar line of business as the Wastewater Systern. 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 Wastewater 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 Wastewater Systan financial and operating

statistic to produce an indicated value for the Wastewater System.

A. PLEASE STATE THE NUMBER OF CUSTOMERS YOU USED IN DEVELOPING

YOUR APPRAISAL AND THE SOURCE OF THAT NUMBER.

A. The number of customers I used was 3,125. This customer count number was provided by

the Township.

a. DID YOU MAKE ANY UPDATES TO YOUR APPRAISAL AF rER IT WAS

SUBMITTED TO TIIE SELLER/BUYE& AND IF SO, WHAT WAS THE

UPDATE, WHEN WAS IT MADE, AND WIrY WAS IT NECESSARY?

A. No.

a. DID YOU PERFORM AI\ ON-SITE INSPECTION OF THE WASTEWATER

SYSTEM?

l5



1 A. Yes. Gannett Fleming viewed the wastewater system assets on June 17,2020.

a.

2
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l0

A.

11 A.

l2

13

l4

l5

t6

t7

18 a
t9 A.

20

DID YOU RELY UPON A LICENSED ENGINEER'S ASSESSMENT OF THE

TANGIBLE ASSETS OF THE WASTEWATER SYSTEM IN PERFORMING

YOUR VALUATION?

Yes. The Township provided a copy of the Engineering Assessment and this information

was incorporated into our Cost Approach in our appraisal.

Cost Approach

a. DID YOU USE THE REPRODUCTION COST OR THE REPLACEMENT COST

IN YOUR COST APPROACH?

We utilized the original cost new ("OCN") to calculate the trended original cost ("TOC")

measures, or the reproduction cost of the depreciable assets by multiplying the OCN by

specific cost indices. We converted reproduction cost new to replacement cost new after

factoring in obsolescence. We used the TOC method because the mandated use of the

Engineering Assessment's original cost essentially dictates the use of TOC over the

reproduction cost or the replacement cost methods.

WHAT INDEX, IF ANY, DID YOU USE FOR THAT METIIOD?

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.

t6
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a. UNDER YOUR APPLICATION OF THE COST APPROACH WHAT ASSETS DID

YOU VALUE OR TREND DIFFERENTLY FROM OTHER ASSETS AND WHY

WAS THAT NECESSARY?

Handy Whitman does not publish indices for all plant accounts. Accordingly, in limited

instances when Handy Whitman plant account indices are not available, we use the U.S.

Bureau of Labor Statistics, Producer Price Index which best matches the assets being

trended. However, in this instance, only Handy Whitman plant account indices were used

for the Wastewater System.

A.

10 a. UNDER YOUR APPLICATION OF THE COST APPROACH, WHAT YEAR-END

1l DATE DID YOU USE FOR CALCULATING THE DEPRECIATION RESERVE?

12 A. We used the date of April 30,2020.

13

14 a.

15

t6

t7 A.

18

t9

HOW DID YOU DETERMINE THE DEPRECIATION PARAMETERS OF

SURVIVAL/RETIRBMENT CIIARACTERISTICS AND SERVICE LIVES FOR

THE UTILITY PROPERTY UNDER THE COST APPROACH?

We determined the average service lives of depreciable assets based on the materials used

for construction and how long the depreciable assets are likely to meet service demands.

WHY ARE THOSE PARAMETERS APPROPRIATE?

We believe our average service lives of depreciable assets are appropriate based on our

experience of having determined average service lives for numerous other water and

20 a.

2T A.

22
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1 wastewater utilities and given the fact they resemble those used by other Pennsylvania

wastewater compames.

Income Approach

a REGARDING YOUR APPLICATION OF THE INCOME APPROACH, WHAT

METHOD DID YOU USE TO DETERMINE THE INCOME APPROACH

RESULT?

I used the Capitalization of Earnings Method, Market Multiple Discounted Cash Flow

Method ("Market Multiple DCF"), and Capitalization Discounted Cash Flow Method

("Capitalization DCF"). I refer to the Market Multiple DCF and the Capitalization DCF

collectively as the DCF method.

A.

l0

l1

12

13a
t4

15 A.

16

t7

18 a
19

20 A.

2t

WHAT ASSUMPTIONS DID YOU EMPLOY TO DEVELOP YOUR INCOME

APPROACH RESULT?

All general assumptions are listed on page 3 of Exhibit 12, and pageT of Exhibits 13,14,

15 and 16.a

DID YOU USE PAWC'S CAPITALIZATION RATE OR THEIR DISCOUNT

RATE IN YOUR INCOME APPROACH TO VALUATION?

No. Use of PAWC'S capitalization rate or their discount rate in an income approach to

valuation is not consistent with the standard of value of fair market value because the

"buyer" under the standard of value of fair market value is not a specific entity (i.e.,

4 Exhibit references herein are to the Exhibits in the Gannett Fleming Appraisal Report.

22
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PAWC), but rather a hypothetical buyer. Use of PAWC'S capitalization rate or their

discount rate in an income approach to valuation is only used under the standard of value

of investment value.s In accordance with Section 1329 of the Code, the standard of value

is fair market value, not investment value.

a PLEASE EXPLAIN THE CAPITALIZATION RATE AND THE DISCOUNT RATE

USED IN YOUR INCOME APPROACH TO VALUATION.

The capitalization rate used in the capitalization of eamings 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. 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.

As explained previously, under the standard of value of fair market value the

"buyer" is not a specific entity (i.e., PAWC), but rather a hypothetical buyer. Accordingly,

the hlpothetical bidder/buyer may range from large regional municipal authorities

("MLINI") to investor owned utilities ("IOU"). For a MUNI, the appropriate discount rate

is the current municipal revenue bond yield on April 30,2020 of 3.88%. The appropriate

IOU discount rate is the current net of tax overall cost of capital (weighted average cost of

capital) on April 30,2O2O and ranges from 4.98o/o to 6.180/o.6

A.

5 Pratt, Shannon P. "Defining Standards of Value." Valuation 34, no. 2, June 1989.

http://www.aopraisers.org/docs/default-source/collese-of--fellows-articles/defining-standards-of-value.pdf

6 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 ofall financing sources in the business enterprise's capital structure."

t9
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For a MUNI, the appropriate discount rate is the current municipal revenue bond

yield, 3.88%, because debt is the only major source of capital available to finance an

acquisition (developed on 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.T For valuation pu{poses, 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, 3.88yo, at the

valuation date is used in accordance with accepted valuation practice and used for market

valuation purposes.

As discussed previously, for an IOU, the appropriate discount rate is the net of ta:r

overall cost of capital (weighted average cost of capital), 4.98% to 6.18%o (Exhibit 20,

pages 2-9). lnthis instance, the net of tor overall cost of capital (weighted average cost of

capital) is based on the Comparable Group's market value capital structure of 25.2% debt

and74.8% equity, a market cost of debt of 2.96% and a range of market cost of equity of

5.94%to7 .S4o/obased on the Comparable Group's market value CAPM on April 3O,2O2O.E

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 "hlpothetical buyet'' or "hypothetical seller"

of fair market valuation. Use of the buyer's net of ta:r overall cost of capital (weighted

average cost of capital) would produce an investnent valuation, not a fairmarket valuation.

7 For example, when a municipal or govemment entity, such as the Commonwealth of Pennsylvania, finances
construction of a road or bridge, they only consider the marginal debt cost despite having *equity'' reflected on their
books (balance sheet).
8 For an example of the net of tax overall cost of capital, see http://www.investinsanswers.corr/financial-
dictionary/financial-statement-analysis/weishted-average-cost-capital-wacc-2905. Also see
http://www.wallstreetmojo.com/weishted-average-cost-capital-wacc/ , or
http ://accountingexplained. com/misc/comorate-fi nance/wacc .
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a.

A.

The supporting documentation for the development of the MLrNI and IOU discount rates

are shown on pages 2 to 9 of Exhibit 20.

WHY IS THE NET OF TAX OVERALL COST OF CAPITAL APPROPRIATE TO

USE?

The net of tax overall cost of capital is appropriate because the cash flows being discounted

are after tax, or net of tax. The income approach uses estimates of future free cash flow

and discounts thern to arrive at a present value or price of the cash flows. Generally, this

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.

WHAT IS THE BASIS FOR THE GROWTH RATE USED TO CALCULATE THE

CAPITALIZATION RATE USED IN THE INCOME APPROACH?

The growth rate used to calculate the capitalizationrate reflects the growth in the Debt Free

Net Cash Flow subsequent to the terminal value year. For the Township, the growth rate

of 0.0% was used based on current level of rates. Under both MUNI and IOU ownership

a growth rate of 0.4Yo was used based on the projected growth in population (1.1%),

projected inflation (2.0%) and the actual growth in the Debt Free Net Cash Flow in the

years prior to the terminal value year. Under MTINI ownership the average glowth in the

Debt Free Net Cash Flow for the last two years prior to the terminal value year was 0.8%

10
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I and 0.3yo under IOU ownership. A growth of 0.4oh was deemed reasonable based on the

aforesaid

WHAT UTILITY EARNINGS REPORT WAS USED TO CREATE THE CAPITAL

STRUCTURE USED IN YOUR APPRAISAL?

As documented previously in footnotes 6 and 9, book value capitalization is not used in

fair market valuation determination. Therefore, we did not use the 6.31% Comparable

Group's DSIC (distribution system improvernent charge) related net of tax overall cost of

capital in our valuation because a "hlpothetical buyer" cannot finance an acquisition at

such a rate and therefore, its use would provide a meaningless result. The Comparable

Group's 6.31% DSIC related cost was determined based on the Comparable Group's book

value capital structure of 46.6% debt and 53.4% equity, a cost of debt of 2.96% and a DSIC

cost of equity of 9.95% based on the February 2020 Earnings Report. However, we note

the 6.3lYoComparable Group's DSIC related net of tax overall cost of capital is just above

the 4.98o/oto 6.l8Yo range of discount rates used in our Income Approach.

If we used the 6.3lYo Comparable Group's DSIC related net of tax overall cost of

capital in our valuation shown on Exhibit 16, the results of the Capitalization DCF would

showavaluefortheWastewaterSystemof$13.5million. Further,theresultsoftheMarket

Multiple DCF would show a value of $18.2 million and collectively, the DCF method

based on the IOU ownership scenario and a 0.4Yo growth assumption would indicate a

value of $16.0 million for the Wastewater System. The DCF method based on the MUNI

ownership scenario indicates a value of $23.1 million and the DCF method based on the

2

3

4

5

6

7

8

9

a.

A.

l0

11

l2

l3

t4

15

16

17

18

r9

2l

20

22

22



I IOU ownership scenario using DSIC indicates a value of $16.0 million. Collectively, the

DCF method indicates a value of $19.5 million when DSIC is considered.

a. IF YOU USED A TERMINAL VALUE IN YOUR DISCOUNTED CASH FLOW

ANALYSIS WHAT IS THE NUMBER OF YEARS OVER WHICH THE CASH

FLOWS ARE CONSIDERED?

The use of a "terminal value" in a Discounted Cash Flow analysis is reasonable and is in

accordance with accepted valuation practice. Simply put, the "terminal value" is a

mathematical shortcut to avoid having to show and/or calculate annual Debt Free Net Cash

Flows for hundreds of time periods, or hundreds of years. Within the Discounted Cash

Flow analysis, the "terminal value" is simply a point in time in which the growth in annual

Debt Free Net Cash Flows changes from multiple growth rates to a constant growth rate.

For example, in our Discounted Cash Flow analysis, the growth rate of annual Debt Free

Net Cash Flows during time periods I through 24 changes multiple times due to the various

general assumptions listed in the Gannett Fleming Appraisal Report. Subsequent to time

period 24, the growth in annual Debt Free Net Cash Flows is a constant growth rate.

Accordingly, period 24, or year 24, is the "terminal value" year in our DCF method.

A.

Market Approach

A. REGARDING YOUR APPLICATION OF THE MARI(ET APPROACH, WHAT

METHODS DID YOU USE TO DETERMINE THE MARKET APPROACH

RESULT?

A. I used the market multiples method and the selected transaction method.

2
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9
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I

2

J

4

5

6

7

8

9

a. WHAT ASSUMPTIONS, AI\ALYSES, AI\D/OR ADJUSTMENTS DID YOU

MAKE UNDER EACH METHOD?

The general assumptions used for the market multiples method are listed on page I of

Exhibit 17. No assumptions were made under the selected transaction method.

A.

A. REGARDING YOUR APPLICATION OF THE MARKET MULTIPLES

METHOD, DID YOU LIMIT YOUR PROXY GROUP USED FOR CALCULATING

MARKET VALUE TO ONLY COMPAIIIES WHICH ENGAGE IN

PENNSYLVAT\IA FAIR MARKET VALUE ACQUISITIONS?

PLEASE STATE THE COMPARABLE TRANSACTIONS YOU USED IN

DEVELOPING YOUR MARKET APPROACH.

Please see PAWC's Application Appendix A-5.2 (the Gannett Fleming Appraisal Report),

Exhibit 18, pages 2 and 3, which shows that we reviewed the following transactionse in

developing the selected transactions method:

l0 A. No

ll

12 A. REGARDING YOUR APPLICATION OF THE COMPARABLE SALES USED TO

l3 ESTABLISH THE VALUATION, DID YOU LIMIT THE TRANSACTIONS

l4 SELECTED TO THOSE THAT YOU PREVIOUSLY APPRAISED?

15 A. No

t6

t7 a.

l8

t9 A.

20

e The years listed indicate when the applicant sought approval or when the Commission approved each of the
transactions.

2l

24



I a

a

a

Sale of the City of McKeesport to Pennsylvania American Water Company in

2017.

Sale of New Garden Township Sewer Authority to Aqua Pennsylvaniain2}IT.

Sale of Limerick Township Wastewater to Aqua Pennsylvaniain2}lT.

Sale of East Bradford Township Wastewater to Aqua Pennsylvania in 2018.

Sale of Mahoning Township Water system to Suez Water Pennsylvania in 2018.

Sale of Mahoning Township Wastewater system to Suez Water Pennsylvania

in 2018.

Sale of Sadsbury Township Wastewater to Pennsylvania American Water

Company in 2018.

Sale of Exeter Township Wastewater to Pennsylvania American Water

Company in2019.

Sale of Steelton Borough Authority Water to Pennsylvania American Water

Company in 2019.

Sale of Cheltenham Township Wastewater to Aqua Pennsylvaniain2}l9.

Sale of East Norriton Township Wastewater to Aqua Pennsylvaniain20l9.

Sale of Kane Borough Authority Water to Pennsylvania American Water

Company in2020.

2

3

4

5

6

7

8

9

a

a

a

o

o

l0

ll

t2

13

l4

15

t6

t7

18

19 As a check on the transactions I studied, that are listed above, I also reviewed the

20 purchase of Connecticut Water Service, Inc by SJW Group (Exhibit l8 page 4) which was

announced in 2018 and approved in 2019.

a
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t

2

J

4

5

6

7

8

9

10

1l

t2

l3

l4

15

t6

t7

l8

a.

A.

WIIAT WERE THE RESULTS OF MARKET APPROACH AI\ALYSIS YOU

PERFOR]VIED?

The results of the market multiples method are shown on page 1 of Exhibit 17 and the

results of the selected transactions method are shown on page 1 of Exhibit 18. The

conclusion regarding the Market Approach analysis is explained on pages 41 and 42 of otx

appraisal.

CONCLUSION

WHAT IS YOUR CONCLUSION REGARDING THE FAIR MARKET VALUE OF

THE WASTEWATER SYSTEM'S ASSETS TO BE PURCHASED BY PAWC?

Fair market value is defined as "the price, expressed in terms of cash equivalents, at which

property would change hands between a hlpothetical 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 our appraisal report, the estimate of the fair

market value of the Wastewater System as of April 30,2020 is $19,846,000 (rounded).

The results of the analyses and calculations are summarized in Table I for the Wastewater

System as follows:

Vahation

Approach

Indbated

Vahre

Cost Approach

Irporne Approach

Market Approach

$21,165,301

20,599,324

17,780,741

Table I

a.

A.

l9
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1

2

3

4

5

6

7

8

9

We used seven methods under the Cost, Market and Income Approaches to

valuation: Original Cost Method, Replacement Cost Method, Capitalization of Eamings

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 eamings 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. [n our opinion,

each of the valuation approaches utilized in our appraisal is relevant. Accordingly, we

assign an equal weight to the result of each approach. Our conclusion regarding the fair

market value can be described by the weightings grven the specific results of the three

approaches to valuation. The results of our analyses, shown on Exhibit 19, indicate a range

of value for the Wastewater Systern of $17.8 million to $21.2 million and collectively

indicate a fair market value of $19,846,000 for the Wastewater System.

GENERALLY SPEAKING, IS IT COMMON FOR DIFFERENT APPRAISERS TO

REACH VARYING OPINIONS OF FAIR MARI(ET VALUE?

Yes. I do not think the underlying results of the models employed for valuation purposes

are ever the same from one appraiser to another appraiser. Further, the conclusion of value

l0

l1

t2

l3

t4

l5

t6

t7

l8

t9

a.

2t

22 A.

20

23

27



1 from one appraiser to another appraiser usually differs as well. I believe these are some of

the reasons the results of the conclusion of value from two different UVEs are averaged

under Section 1329,66 Pa. C.S. $ 1329.

a. DOES Trrrs CONCLUDE YOUR TESTTMOT\"Y?

A. Yes.

2

3

4

5

6
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APPENDIX A
Profes sional Qualifi cations

of
Harold Walker, III

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 Managernent 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 Rulernaking Board (MSRB) and Financial Industry Regulatory Authority (FINRA).

BUSINESS EXPERIENCE

Prior to joining Gannett Fleming Valuation and Rate Consultants, LLC., Mr. Walker was
ernployed by AUS Consultants - Utility Services. He held various positions during his eleven
years with AUS, concluding his ernployment 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.

A-l
C:\Users\jnase\AppDataV-ocal\PackagesWlicrosoft.MicrosoftEdge_Swekyb3d8bbwe\TempState\DowDloads\Appendix A-13-b Walker

Testimony - Statanent 2WW.docx



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
coflrmon stock for acquisition and divestiture, and assisted in the private placernent of fixed capital
securities for public utilities.

Head, Gannett Flerning GASB 34 Task Force responsible for developing Govemmental
Accounting Standards Board (GASB) 34 services, and educating Gannett Fleming personnel and
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 reserye, 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.

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 l994,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.

ln 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. ln 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.

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, ilinois, lndiana, 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. The following tabulation
provides a listing of the electric power, natural gas distribution, telephone, wastewater, and water
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service utility cases in which he has been involved as a witness. Additionally, he has been involved
in a number of rate proceedings involving small public utilities which were resolved by Option
Orders and therefore, are not listed below.

Client Docket No

Alpena Power Company

Armstrong Telephone Company -

Northern Division

Armstrong Telephone Company -

Northern Division

Artesian Water Company, [nc.

Artesian Water Company, [nc.

Aqua Illinois Consolidated Water Divisions

and Consolidated Sewer Divisions

Aqua Illinois Hawthom Woods

Wastewater Division

Aqua Illinois Hawthom Woods Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Vermilion Division

Aqua Illinois Willowbrook Wastewater Division

Aqualllinois Willowbrook

Water Division

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater lnc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Virginia - Alpha Water Corporation

Aqua Virginia - Blue Ridge Utility Company, Inc.

Aqua Virginia - Caroline Utilities, tnc. (Wastewater)

Aqua Virginia - Caroline Utilities, Inc. (Water)

Aqua Virginia - Earlysville Forest Water Company

Aqua Virginia - Heritage Homes of Virginia
Aqua Virginia - Indian River Water Company

Aqua Virginia - James River Service Corp.

u-10020

92-0884-T-427

95-0571-T-427

90 10

06 158

1 1-0436

00620107 062U08 0067

07 0620107 062y08 0067

10-0194

t4-0419

07 0620107 062y08 0067

07 0620/07 062y08 0067

07 0620/07 062y08 0067

A-2016-2580061 '(

A-2017-2605434 *

4-2018-3001582 *

A-2019-3008491 !k

A-2019-3009052 :k

4-2019-3015173 *

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

A-3
ClUsers\nase\AppDataV-ocal\PackagesWicrosoft.MicrosoftEdge_8wekyb3d8bbwe\Tempstate\Downloads\Appendix A-13-b Walker

Testimony - Statement 2WW.docx



Aqua Virginia - Lake Holiday Utilities, Inc.

(Wastewater)

Aqua Virginia - Lake Holiday Utilities, Inc. (Water)

Aqua Virginia - Lake Monticello Services Co.

(Wastewater)
Aqua Virginia - Lake Monticello Services Co.
(Water)

Aqua Virginia - Lake Shawnee
Aqua Virginia - Land'or Utility Company
(Wastewater)

Aqua Virginia - Land'or Utility Company (Water)

Aqua Virginia - Mountainview Water Company, Inc.

Aqua Virginia - Powhatan Water Works, [nc.

Aqua Virginia - Rainbow Forest Water Corporation

Aqua Virginia - Shawnee Land

Aqua Virginia - Sydnor Water Corporation

Aqua Virginia - Water Distributors, fnc.

Berkshire Gas Company

Borough of Hanover

Borough of Hanover

Borough of Hanover

Borough of Royersford

Chaparral City Water Company

California-American Water Company

Connecticut-American Water Company

Connecticut Water Company

Citizens Utilities Company

Colorado Gas Division

Citizens Utilities Company

Vermont Electric Division

Citizens Utilities Home Water Company

Citizens Utilities Water Company

of Pennsylvania

City of Bethlehem - Bureau of Water

City of Bethlehern - Bureau of Water

City of Bethlehern - Bureau of Water

City of Dubois - Bureau of Water

City of Dubois - Bureau of Water

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

l8-40

R-2009-2106908

R-2012-2311725

P.-20r4-242830

A-2020-3019634

W 021 13a 04 0616

CIVCVl56413

99-08-32

06 07 08

5426

R 901664

R 901663

R-00984375

R00072492

R-20r3-2390244

R-20t3-2350509

R-2016-2554150

*

*
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City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

Coastland Corporation

Consumers Pennsylvania Water Company

Roaring Creek Division

Consumers Pennsylvania Water Company

Shenango Valley Division

Country Knolls Water Works, Inc.

East Resources, Inc. - West Virginia Utility
Elizabethtown Water Company

Forest Park, Inc.

Hampton Water Works Company

Hidden Valley Utility Services, LP

Hidden Valley Utility Services, LP

Illinois American Water Company

Indian Rock Water Company

Indiana Natural Gas Corporation

Jamaica Water Supply Company

Kane Borough Authority

Kentucky American Water Company, Inc.

Middlesex Water Company

Millcreek Township Water Authority

Missouri-American Water Company

Missouri-American Water Company

Mount Holly Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

R-0000s109

R-00049862

R-2012-2310366

R-2019-30109ss

R-2019-3010955

R-00984567

R-00016114

R 00051 167

R-2010-2179103

R-2014-2418872

15-cvs-216

R-00973869

R-00973972

90 w 0458

06 0445 G 427

wR060302s7

19-W-0168 &19-W-0269
DW 99-057

R-2018-3001306

R-2018-3001307

16-0093

R-911971

38891

A-2019-3014248

2007 00t34

wR 89030266J

5s 198 Y 00021 11

wR 2000-281

sR 2000-282

wR06030257

wR 89080702J

wR 90090950J

wR 03070511

wR-06030257

*

*
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New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey Natural Gas Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

North Maine Utilities

Northern Indiana Fuel & Light Company

Oklahoma Natural Gas Company

Palmetto Wastewater Reclamation, LLC

Pennichuck Water Works, [nc.

Pennichuck Water Works, Inc.

Pennichuck Water Works, lnc.

Pennsylvania Gas & Water Company (Gas)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Public Service Company of North Carolina, Inc.

Public Service Electric and Gas Company

Public Service Electric and Gas Company

Sierra Pacific Power Company d/b/a NV Energy

Presque lsle Harbor Water Company

St. Louis County Water Company

Suez Water Delaware, Inc.

Suez Water New Jersey, Inc.

Suez Water Owego-Nichols, [nc.

Suez Water Pennsylvania, [nc.

Suez Water Pennsylvania, Inc.

wR08010020

wRI0040260
wRI1070460

wRI5010035

wR17090985

wRI9121516

GR19030420

R-9r1977

R-00943157

R-2009-2117550

R-201t-2230259

R-2017-2624240

R-2019-3006904

t4-0396

38770

PUD-940000477

2018-82-S

DW 04 048

DW 06 073

DW 08 073

R-89126r

P.90t726

R-911966

R-22404

P.-00922482

F.-00932667

G-5, Sub 565

ERI81010029

GRl8010030

19-06002

u-9702
wR-2000-844

l9-0615

wR18050593

l7-w-0528
R-2018-3000834

A-2018-3003519

*

*

,F
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Suez Water Rhode Island, Inc.

Suez Water Owego-Nichols, [nc.

Suez Water New York, Inc.

Suez Westchester, [nc.

Suez Water Pennsylvania, lnc.

Town of North East Water Fund

Township of Exeter

United Water New Rochelle

United Water Toms River

Valley Township (water)

Valley Water Systems, Inc.

Virginia American Water Company

West Virginia-American Water Company

West Virginia-American Water Company

Wilmington Suburban Water Corporation

York Water Company

York Water Company

York Water Company

York Water Company

York Water Company

York Water Company

Young Brothers, LLC

Docket No. 4800

19-W-0168 & t9-W-0269

19-W-0168 & r9-W-0269

l9-w-0168 & r9-W-0269

A-2018-3003517

9190

A-2018-3004933

w-95-W-1168

wR-95050219

A-2020-3019859

06 l0 07

PUR-2018-00175

t5-0676-W-427

t5-0675-3-427

94-t49

R-901813

R-922r68

R-943053

R-963619

R-99460s

R-00016236

2019-01r7

*

*

*

* - Testimony related to valuation
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YERIFICATION

I, Harold Walker, III hereby state thatthe facts above set fo,rth above are tnr and conect

to the best of my knowledge, information and belie{, and ftat I expectto be able to prove the

same at a trcaring held in this matter. I understand that the statements made herein arc made

subject to ttre pemalties of 18 Pa. Cons. Stat. $4904 relating to unsworn falsification to

authorities.

Harold Walker III, Manager, Financial Senices
Gannett Fleming

Dated: c h. >0fr



 
 

July 21, 2021 

 

Via electronic mail 
Honorable Conrad A. Johnson 

Honorable Emily I. DeVoe 

Pennsylvania Public Utility Commission  

Office of Administrative Law Judge 

Piatt Place, Suite 220 

301 Fifth Avenue 

Pittsburgh, PA 15222 

 

RE: Docket Nos. A-2020-3019859, A-2020-3020178; Application of 
Pennsylvania-American Water Company to Acquire Valley Township’s 

Water Treatment and Distribution and Wastewater Collection and 
Conveyance System 

Dear Administrative Law Judges Johnson and DeVoe: 

 Enclosed please find a copy of the following testimony, submitted on behalf of Valley 

Township in the above-referenced matter: 

Supplemental Direct Testimony of Patrice Proctor, Chairwoman of the Board of 

Supervisors of Valley Township (Valley Township St. No. 1W-S and 1WW-S) 

 Copies have been served on all parties via electronic mail. Thank you. 

       Very truly yours, 

 

Matthew S. Olesh 

Enclosures 

cc: Rosemary Chiavetta, Secretary (Cover Letter and Certificate of Service Only) 

 Nick Miskanic, Legal Assistant, Office of Administrative Law Judge 

 All parties of record 

Matthew S. Olesh 
215.665.3043 

matthew.olesh@obermayer.com 

www.obermayer.com 

 

 Obermayer Rebmann Maxwell & Hippel LLP 
Centre Square West 

1500 Market Street | Suite 3400 

Philadelphia, PA 19102-2101 

P: 215.665.3000 

F: 215.665.3165 

   



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 

In re: Application of Pennsylvania-American 

Water Company Pursuant to Sections 507, 

1102, and 1329 of the Public Utility Code for 

Approval of its Acquisition of the Valley 

Township Water Treatment and Distribution 

System and Valley Township Wastewater 

Collection and Conveyance System. 

 

 
Docket Nos. A-2020-3019859,  

A-2020-3020178 

 
 
 

VALLEY TOWNSHIP 

STATEMENT NO. 1W-S and 1WW-S 

 

 

SUPPLEMENTAL DIRECT TESTIMONY OF 

PATRICE PROCTOR 

CHAIRWOMAN OF THE BOARD OF SUPERVISORS  

FOR VALLEY TOWNSHIP 

 

 

With Regard to Inquiries Submitted by 

Commissioner Ralph V. Yanora of the Pennsylvania 

Public Utility Commission 

 

 

 

 

July 21, 2021 

 



VALLEY TOWNSHIP, CHESTER COUNTY 

SUPPLEMENTAL DIRECT TESTIMONY OF PATRICE PROCTOR 
    

1 
 

I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Patrice Proctor.  My business address is 1145 West Lincoln Highway, 3 

Coatesville, PA 19320. 4 

  5 

Q. In what capacity are you affiliated with Valley Township? 6 

A. I am the Chairwoman of the Board of Supervisors for Valley Township. 7 

 8 

Q. Are you the same Patrice Proctor who previously submitted prepared direct 9 

testimony in this proceeding? 10 

A. Yes. 11 

  12 

Q. What is the purpose of your testimony? 13 

A. My testimony responds to four (4) inquiries submitted by Commissioner Ralph V. 14 

Yanora on July 1, 2021 regarding the application of Pennsylvania-American Water 15 

Company (“PAWC”) to purchase the Valley Township Water Treatment and Distribution 16 

System (“VTWDS”) and Valley Township Wastewater Collection and Conveyance 17 

System. 18 

  19 

RESPONSES TO COMMISSIONER YANORA 20 

Q. Please provide the estimated number of company-owned lead service lines and the 21 

number of lead service lines in the VTWDS. (Commissioner Yanora’s Letter No. 1) 22 
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A. Valley Township is unaware of any Valley-owned or customer-owned lead service lines 1 

in the VTWDS.  Lead service lines ceased use in 1986, and the oldest part of the 2 

VTWDS was constructed two years later in 1988. 3 

  4 

Q. Please provide the number of VTWDS commercial meters in Valley Township’s 5 

system, the number tested, and the number passed or failed in calendar year 2020. 6 

(Commissioner Yanora’s Letter Question No. 5) 7 

A. In calendar year 2020, there were thirty-three (33) commercial meters in the VTWDS.  8 

However, none of the VTWDS commercial meters were tested in 2020.  9 

  10 

Q. Please provide the number of VTWDS valves exercised in calendar year 2020 and 11 

the frequency of valve maintenance.  (Commissioner Yanora’s Letter Question No. 12 

6) 13 

A. There were approximately five (5) valves exercised in calendar year 2020.  Additionally, 14 

the Township does not have a routine valve exercising or maintenance program. 15 

  16 

Q. Please provide the number of VTWDS commercial and industrial customers that 17 

have testable backflow prevention devices and the number of devices that were 18 

tested for calendar year 2020.  (Commissioner Yanora’s Letter Question No. 7) 19 

A. The number of commercial and industrial customers with testable backflow prevention 20 

devices is not known to the Township.  Additionally, no backflow prevention devices 21 

were tested in calendar year 2020. 22 

 23 
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VI. CONCLUSION 1 

Q. Does this conclude your supplemental direct testimony? 2 

A. Yes, it does.  However, I reserve the right to file additional testimony during the course 3 

of this proceeding as may be necessary or appropriate.  4 
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