SEWAGE TREATMENT SERVICE AGREEMENT

THIS SEWAGE TREATMENT SERVICE AGREEMENT, datedSEF?‘Emﬁff /3, 2004,
by and among the BOROUGH OF POTTSTOWN (the “Borough”), Montgomery County,
Pennsylvania, and the POTTSTOWN BOROUGH AUTHORITY (the “PBA”), on the one hand; and,
the TOWNSHIP OF UPPER POTTSGROVE (the “Township”), Montgomery County, Pennsylvania,
on the other hand.

WITNESSETH:

WHEREAS, PBA presently owns the PBA Sewage Collection System, the Common
Transportation Facilities and Treatment Plant, for rendering sanitary sewage collection, transportation,
treatment and disposal service in and for the Borough, as well as rendering transportation, treatment and
disposal service for the Township and Lower Pottsgrove Township and West Pottsgrove Township (the
“Townships”); and,

WHEREAS, PBA heretofore entered into a Lease with the Borough whereby PBA, as Lessor,
has leased the Treatment Plant, the Common Transportation Facilities and the PBA Sewage Collection
System to the Borough, as Lessee, for a term of years, and whereunder the Borough has agreed, inter alia,
to operate and maintain the same and to pay certain minimum net rentals to PBA or its assigns; and,

WHEREAS, the Townships presently own and operate Sewage Collection Systems required for
rendering sanitary sewage collection and transportation, but not treatment or disposal, service in and for
certain portions of the Townships; and,

WHEREAS, certain of the Townships presently utilize a portion of the Sewage Capacity 1n the
Common Transportation Facilities for transportation of Sewage to the Treatment Plant, and will continue
to utilize the same in transporting Sewage to the Treatment Plant; and,

WHEREAS, on February 28, 1989, the parties hereto entered into a Sewage Treatment Service
Agreement providing, among other things, terms and conditions under which the Borough provides
Sewage treatment and transportation services to the Township, for consideration, which Sewage
Treatment Service Agreement shall cease to be operative and shall be superseded by this Sewage
Treatment Service Agreement upon execution and delivery hereof by the parties hereto; and,

WHEREAS, the Treatment Plant is currently meeting the PaDEP permit requirements; and,

WHEREAS, in order to comply with the future upgrades to the Treatment Plant, as required by
PaDEP permits and/or PaDEP mandate, or as requested by one of the Townships, PBA will provide for
the acquisition and construction of any future improvements to the Treatment Plant and improvements to
the Common Transportation Facilities, and incur the costs and expenses related thereto; and,

WHEREAS, the Township has reserved Capacity in the Treatment Plant for its present and
future use, and will share in the costs and expenses of modifying, operating and maintaining such
Treatment Plant and the Common Transportation Facilities; and,
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WHEREAS, PBA and the Borough, pursuant to the request of the Townships and by reason of
the PaDEP determination, agree to reserve and allocate Capacity in the Treatment Plant for the present
and future use of the Townships, and to continue to operate and maintain the Common Transportation
Facilities under the terms and conditions set forth herein.

ARTICLE I
DEFINITIONS
SECTION 1.01. Defined Terms. The terms defined in this Scction 1.01, whenever used or

referred to in this Service Agreement, shall have the respective meanings indicated unless a different
meaning clearly appears from the context.

“Ammonia Nitrogen” (NH;-N) shall mean the Quantity of nitrogen measurable by
distillation followed by nitrogen determination using nesslerization or titration.

The standard laboratory procedure for this analysis and any laboratory analyses
hereinafter listed shall be that found in the latest edition of “Standard Methods For the
Examination of Water and Wastewater,” published by the American Public Health Association,

or an equivalent method agreed to by the parties.

“Annual Average Flow! (AAF)” shall mean the total flow received at the Wastewater
Treatment Plant or discharged from a development or Municipality during any one ( 1) calendar
year, divided by the number of days in the respective calendar year.

“Average Annual Debt Service”, as used in this Service Agreement, shall be computed as
set forth in this definition and shall apply to a hypothetical bond issue in an aggregate amount that
would have been required to be issued to finance upgrades to the Treatment Plant, and/or the
Common Transportation Facilities, as applicable, assuming that no capital contributions were
made. The hypothetical bond issue shall be designed to be amortized over the same life as the
Bonds on an approximately level annual debt service schedule. Interest shall be deemed to be
capitalized for the same periods of time, and in the same relative amounts, as is capitalized on the
Bonds. Interest rates assigned to the "hypothetical bond issue shall be at the identical rates
applicable to the Bonds for the same years of maturity.

The Average Annual Debt Service shall mean, with respect to the aforesaid
hypothetical bond issue, the sum of the “Debt Service Requirements,” as hereinafter defined
(excluding, however, any Debt Service Requirements deemed to be capitalized) for all years of
the hypothetical bond issue divided by the number of years contained in the period of said
hypothetical bond issue. “Debt Service Requirements,” as used herein, shall mean the sum of

same as nearly as possible to the structure of the Bonds, contemplates the use of any sinking,
purchase, redemption or analogous fund, the “Debt Service Requirements,” with respect to any
bond year, shall be determined after projecting operation of such fund to retirement of the
hypothetical bonds in a manner conforming as nearly as possible to the structure of retirement of
the Bonds and giving effect to reduction of interest payments to be made with respect to the
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hypothetical bond issue by reason of such retirement.

“Biochemical Oxygen Demand” (BODS) shall mean the quantity of oxygen utilized in

the biochemical oxidation of organic matter under standard laboratory procedure in five (5) days
at twenty (20) degrees centigrade expressed in milligrams per liter (mg/1). The procedure shall
include thiouras or other suitable inhibitors to prevent nitrification from simultaneously occurring
and affecting BOD results.

“Bonds” shall mean any and all notes, bonds or other debt obligations authorized and
1ssued by PBA for the purpose of financing the acquisitions or construction of additions,
Improvements, enlargements and/or modifications to the Treatment Plant and Transportation
Facilities, from time to time, or to refind the same.

“Borough” shall mean the Borough of Pottstown, Montgomery County, Pennsylvania, a
municipal corporation of the Commonwealth, acting by and through its Council, a party thereto.

“Capacity” shall mean the daily quantity of Sewage flow measured in the manner
described herein or, as applicable, determined by the Consulting Engineers, calculated in the
manner approved by governmental bodies having jurisdiction, measured in GPD or MGD.

“Certified Public Accountant” shall mean a person, who shall be Independent, appointed
by the governing body of a Municipality or PBA, actively engaged in the business of public
accounting and duly certified as a Certified Public Accountant under the authority of laws of the
Commonwealth.

“Commonwealth” shall mean the Commonwealth of Pennsylvania,

“Consulting Engineer” or “Consulting Engineers” shall mean a person who shall be

Independent, appointed, by the governing body of PBA and/or the Borough, qualified to pass
upon engineering questions relating to Sewage collection, transportation, treatment and/or
disposal systems and having a favorable reputation for skill and experience in supervising
construction and operation of such systems. He shall be a professional engineer duly registered
under laws of the Commonwealth. If such person shall be a partnership, corporation or
association, it shall have a parter, officer, employee or member who is a professional engineer
duly registered under laws of the Commonwealth.

“Consulting Engineers’ Certificate” shall mean a certificate executed by Consulting
Engineers.

“Corrective Action Plan (CAP)” shall mean a Plan required to address the planning,
design, financing, construction and operation of the Sewage Facilities that may be necessary to
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but not be limited to, setting forth steps en by th¢ contributing Municipality to prevent

the Requested Capacity from being exceeded, and a Schedule showing the dates each step toward
compliance with the Agreement; shall be completed. If necessary, to address exceedance of the
Requested Capacity, it will include limitations on, and a program for control of, new connections
to the Sewage Facilities. A C.{\P may include a projection of the anticipated flow reduction.
Where flow reduction projections are applicable, they shall be determined by the PBA Engineer.
The Municipality will be required to provide data, as requested, to the PBA Engineer to assist in
determination of the flow reduction. Upon completion of elements of a CAP, a Mumicipality
shall receive the flow reduction] credit associated with the improvements, as listed in the CAP,
and the Flow of Record shall bel modified for planning purposes. The Modified Flow of Record
will remain in effect for a three (3) year period after the completion of the CAP. At the end of the
three (3) year period, the Modified Flow of Record calculation, associated with the particular
CAP, will be terminated, and the Flow of Record will be recalculated as defined in this Section.

“Costs”, “Costs of Acquisition” or “Costs of Construction”, without intending to limit
any proper definition thereof under sound accounting or engineering practice, shall mean and
include, with respect to any improvements or additions to the Treatment Plant or Common

Transportation Facilities:

A. Obligations incurred and payments made or required to be made by PBA
and/or the Borough to workmen and laborers or to contractors, builders, suppliers and
materialmen; '

B. Interest on Bonds issued to finance acquisition or construction during the

design, acquisition or construction periods with respect to any particular series of Bonds;

e Adminjs;trativc expenses of PBA and/or the Borough relating to design,
acquisition or construction, including the financing thereof, if applicable;

D. Costs of acquiring by purchase or condemnation, including amounts of
any award or final judgment in or of settlement or compromise of any condemnation
proceedings of lands, rights of way, rights, licenses, easements and any other interests in
real property as may be deemed necessary or convenient in connection with the
construction; amounts of any damages incident to or consequent upon acquisition or
construction; and payments or restoration of property damaged or destroyed in
connection with construction;

E. Costs of acquiring property, real, personal and mixed, tangible or
mtangible, or any intetest therein, deemed necessary or desirable for carrying out
purposes of PBA and/or the Borough relating to the construction, including, without
mtending to limit the generality of the foregoing, costs of acquiring any sewer system or
other properties in place, or any undivided interest therein, including the Treatment Plant,
or portions thereof, which can be operated as part of the construction and all fees and
expenses incidental thereto, including without intending to limit the generality of the
for.cgoing, engineering fees, legal fees, costs of abstracts of title, title insurance, title
opimons, surveys and reports;

@



governmental regulatory authority related to construction of any part of the construction,
to the extent that any of the foregoing shall not be required to be paid by contractors or
otherwise provided for;

H. Expenses of audits, initial compensation of the trustee or paying agent
with respect to Bonds of any series issued to finance design, acquisition or construction;
fees and expenses of the trustee or paying agent relating to the Construction Fund, if any;
financing costs, fees and expenses, including compensation and expenses of a financial
adviser, if any; costs of preparing, printing and issuing Bonds; legal costs, fees and

L Other costs, charges and expenses incident t0 completion of the
construction which properly are chargeable to the cost of design, acquisition or
construction under sound accounting or engineering practice;

L Reimbursement to PBA and/or the Borough for advances made by it or
them for any of the above items, including any interest paid or required to be paid by
PBA and/or the Borough with respect to any such advances, or for any other costs
meurred by PBA and/or the Borough or for work done by PBA and/or the Borough,
which properly are chargeable as costs related to financing acquisition or construction;

K. Amounts, if any, required to be repaid to any governmental agency upon
completion of any construction on account of any overpayment of or adjustment of any
grant extended in aid of such construction;

L. Any sums required to reimburse PBA and/or the Borough or to refund or
pay any Bonds or other indebtedness meurred by PBA and/or the Borough, including
payment of obligations of PBA and/or the Borough, with interest thereon, for
expenditures made for any of the above items or for any other costs properly chargeable
as costs of acquisition or construction; and,

M. Interest on and 1ssuing costs of any Bonds issued by PBA in anticipation
of receipt of federal or state grants, if any, less any interest income earned thereon.

“Debt Service Charge” shall mean the charge calculated pursuant to Section 5.01 hereof
and applicable to the extent provided in Section 5.02:; provided, however, that with respect to any
refunding bonds issued to refund the Bonds, the Debt Service Charge shall be the lower of the
Debt Service Charge on the Bonds, or the Debt Service Charge on the refunding bonds, unless the
Municipalites otherwise consent.
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“DEP” shall mean the Department of Environmental Protection of the Commonwealth of
Pennsylvania.

“Fiscal Year” shall mean the fiscal year of the applicable Municipality as provided by
laws of the Commonwealth which, unless otherwise stated, shall be a calendar year.

“Flow of Record” shallf mean the highest Maximum Three (3) Month Flow of Record
over the last thirty-six (36) months. The initial thirty-six (36) month period will be calculated to
include from (date of execution of Agreement).

“GPD” shall mean gallons of Sewage per day.

“Independent” shall mean, with respect to a Certified Public Accountant and Consulting
Engineers, a person who is Independent in fact and who is not 2 member of the Board, officer or
employee of any Municipality or any elected or appointed official or employee of any
Municipality, or which is not a partnership, corporation or association having a partner, director,
officer, member or substantial stockholder who is a member of the Board, officer or employee of
any Municipality, or an elected or appointed official or employee of any Municipality; provided,
however, that the fact that such person is retained regularly by any Municipality shall not make
such person an employee within the meaning of this definition.

“Lease” shall mean an Agreement of Lease between PBA, as Lessor, and the Borough, as
Lessee, more particularly described in the preamble hereof, and such other or future agreements
conveying a leasehold mterest, to the Borough in the PBA Sewage Collection System, the

Treatment Plant and/or the Common Transportation Facilities, as such shall exist, from time to
time.

“Lower Pottsgrove Authority” shall mean the Lower Pottsgrove Township Authority, a
municipality authority mcorporated by appropriate action of Lower Pottsgrove Township under
laws of the Commonwealth, a party hereto.

“Lower Pottsgrove Township” shall mean the Township of Lower Pottsgrove,
Montgomery County, Pennsylvania, a political subdivision of the Commonwealth, acting by and
through its Board of Commissioners, a party hereto.

“Maximum Month Flow (MMEF)” shall mean the hi ghest monthly flow during a calendar

year.

“Maximum Three (3) Month Flow )” shall mean the highest average flow for any
three (3) month consecutive period during a twelve (12) month period.

“MGD” shall mean millions of gallons of Sewage per day.

“Modified Flow of Redord” shall mean the Flow of Record minus the flow reduction
credit assigned to a particular CAP.

“Mt_micipaligg” or “Municipalities” shall mean, mdividually or collectively, as applicable
and appropriate, PBA. the Borough, and/or the Townships.

“O&M Charge” shall have the meaning given in Section 6.01 hereof.
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“Operating and Maintenance Cost” shall having the meaning given in Section 6.02
hereof.

“PBA” shall mean Pottstown Borough Authority, a municipality authority, Incorporated
by appropriate action of the Borou gh under laws of the Commonwealth, a party hereto.

“Peaking Factor” shall mean the MMF or MTMF divided by the AAF for the same
period.

“Person” or “Persons” means an individual, a partnership, an association, a corporation, a
joint stock company, a trust, an unincorporated association, a governmental body, a political
subdivision, a municipality, a municipality authority or any other group or entity.

“Project” shall mean the construction of certain alterations, additions and improvements
to the Treatment Plant and/or the Common Transportation Facilities, and other related and
necessary appurtenant facilities.

“Projected Flow” shall mean:

A. Projected Flow will be the calculated flow from developments with
approved planning modules, either during or prior to construction. The Projected Flow is
the sum of residential and non-residential flow for the development.

B. Residential flow projections will be based on flow per Equivalent
Dwelling Unit (“EDU”) . Typically, the residential per EDU AAF will be 200 gallons per
day (gpd), and the per EDU MTMF will be 300 gpd. If deemed necessary by the
Consulting Engineer, the Municipality will determine specific AAF and MTMF
gpd/EDU rates for the proposed development. These rates will be backed up by water
meter data and/or metered sewage flows (3 year history) from developments of a similar
age and type of property usage or, if requested, by an alternative method deemed suitable
by the Consulting Engineer.

C. Non-residential flow projections will be based on water consumption
data (3 year history) from an existing similar facility. This data wil] be used to predict
AAF and MTMF (noting the time of year that peaks will occur) for the proposed
development.

"Requested Capacity” shall mean Capacity in the Treatment Plant mn the quantities
described in Section 4.01 hereof, as such quantities may, from time to time, be amended,
allocated to each Municipality and reserved for its respective and exclusive use. The Requested
Capacity shall be expressed in terms of the MTMF discharged from the Municipality in question.

“Service Agreement” shall mean this document and any amendments and/or supplements
hereto.
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“Sewage” shall mean domestic sanitary sewage and/or industrial wastes, as such phrases
usually and customarily are used by sanitary engineers.

“Sewage Collection System™ shall mean the Sewage collection and transportation system
facilities existing or hereafter to be acquired and/or constructed by each respective Township, for
use and operation by it, together with all appurtenant facilities and properties which have been
acquired or hereafter shall be acquired in connection therewith, excluding the PBA Sewage
Collection System and the Common Transportation Facilities.

“Total Suspended Solids” (TSS) shall mean the total suspended matter that either floats

on the surface of or is suspended in wastewater and which is removable by laboratory filtering.

“Township” shall mean Upper Pottsgrove Township.

“Townships” shall mean Lower Pottsgrove Township and Lower Pottsgrove Authority,
collectively, Upper Pottsgrove Township and West Pottsgrove Township.

“Transportation Charge” shall mean the charge payable to the Borough, in connection
with certain costs and expenses associated with the Common Transportation Facilities, calculated

pursuant to Section 6.03 hereof.

“Treatment Plant” shall mean the Sewage transportation, treatment and disposal facilities
owned by PBA and operated by the Borough.

“Unused Requested Capacity” shall be calculated by subtracting the sum of the Flow of
Record and the Projected Flow from the Requested Capacity, expressed in terms of MTMF.

“Upper _Pottsgrove Township” shall mean the Township of Upper Pottsgrove,
Montgomery County, Pennsylvania, a political subdivision of the Commonwealth, acting by and

through its Board of Commissioners.

“West Pottsgrove Township” shall mean the Township of West Pottsgrove, Montgomery
County, Pennsylvania, a political subdivision of the Commonwealth, acting by and through its
Board of Commissioners.

ARTICLE I

CONSTRUCTION AND OPERATION OF SEWAGE COLLECTION SYSTEMS

ISECTION 2_.02, Connection with Sewage Collection S stems. The Township shall be solely
responsible for continuously maintaining connection of its Sewage Collection System to the Treatment
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Plant and/or the Common Transportation Facilities, as applicable, at the existing point or points of
connection or such other point or points as shall be agreed upon by the Borough and PBA.

SECTION 2.03. Cooperation: Sharing of Information. Each Municipality agrees, to the extent
possible and economically practicable, to cooperate and share pertinent nformation with the other

ARTICLE III

CONSTRUCTION., PREPARATION OF PLANS AND
SPECIFICATIONS: TERM OF SERVICE AGREEMENT: EXPENSES

SECTION 3.01. Construction. The Township designates PBA and the Borough to operate and
mawmtain the Treatment Plant and the Common Transnortation Facilities_and anv enlargements additions

mproyvements and modifications thereto.

thirty (30) year period, absent either party giving the other twenty-four (24) months written notice prior to
the expiration of the then current term of its intention not to renew the Agreement.

SECTION 3.03. Preparation of Plans and Specifications. The parties hereto agree that the
acquisition and construction of any improvements or additions to the Treatment Plant and Transportation
Facilities shall be in accordance with plans and specifications prepared or to be prepared by the
Consulting Engineer to the PBA.

aid, grants, subsidized loans or other beneficial programs from any federal, state or other governmental
ageney for usc in constructing, modifying, cnlarging, improving or adding to its respective Sewage
Collection System, including the PBA Sewage Collection System. Proceeds from such sources shall be
applied by the Townships or Authority receiving the same in its discretion,

the Costs thereof or to costs and expenses of operation of such facilities so that each party hereto will
derive benefit therefrom proportionate to its Treatment Plant Capacity, in the case of capital Costs, or its
metered flow in the case of Operating and Maintenance Costs.
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ARTICLE 1V

REQUESTED CAPACITY

SECTION 4.01. Allocation of chuestcd Capacity. The parties hereto agree that Township and
Borough shall have the right to discharge Sewage into, for treatment by, the Treatment Plant in the
respective quantities sct forth in Exhibit “A” hereto, constituting the Requested Capacity of Township and

Borough, as such quantities may be amended, from time to time, under the terms hereof.

If it is determined, at any time, that the total Capacity of the Treatment Plant, as certified
by the Consulting Engineers, exceeds the designed or rated Capacity of such Treatment Plant, then the
excess of such total actual Capacity over the designed or rated Capacity shall be allocated pro rata among
the Townships and the Borough on the basis of the then Requested Capacity of each Municipality in the
Treatment Plant, as designed. Likewise, if the total actual Capacity shall be less than the designed or
rated Capacity of such Treatment Plant] then such reduced Capacity shall be similarly allocated pro rata
among the Townships and the Borough on the basis of the then Requested Capacity of each Municipality
as a reduction in such Requested Capacity. To the extent that such adjustments result in a change in the
Requested Capacity of any Municipality, such adjustment shall be reflected by an amendment to Exhibit
‘(.A !!‘ \

In order to assure the financial feasibility and financial integrity of the Treatment Plant,
the Township and Borough covenant and agree that neither will discharge Sewage into the Treatment
Plant, in such a volume as may jeopardize the Requested Capacity assured any other Municipality, except
as may be permitted hereunder.

equity in the Court of Common Pleas of Montgomery County, Pennsylvania, or other Court of competent
Jurisdiction, to compel appropriate corrective action. The violating Municipality agrees to pay the costs
and expenses, including legal fees, of any such legal action.

On a quarterly basis for each calendar year, the Borough shall advise the Municipality of
the current Unused Requested Capacity, based on Flow of Record and Projected Flow. When the Flow of
Record plus the Projected Flow is within ninety-three percent (93%) of the Requested Capacity, the
Municipality shall, within one hundred twenty (120) days, provide an acceptable CAP to the Borough.

. . While a CAP is being prepared and/or implemented, and is following the approved and
practical time schedule, the Borough| will _continue to certify Planning Modules for Chapter 94

consistency in accordance with the terms of this Agreement. If Flow of Record i
exceeds the Requested Capacity, further Planning Modules will not be certified by the Borough.
==
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provided), such Municipality shall be deemed to rent such excess Capacity for the entire calendar year in
which such excess Discharge occurred. Capacity shall be leased first from the Borough to the extent that
the Borough is not then utilizing all of its Requested Capacity, or if the Borough is utilizing all of its
Requested Capacity or otherwise declines to rent a portion of its Requested Capacity, then from the
Municipality with the largest amount of unused Requested Capacity. The amount of Capacity rented shall
be determined by calculating the average daily volume of discharge, measured in MGD In accordance
with Section 4.03, attributable to such lessee Municipality for the calendar month in which the volume of
discharge exceeded the lessee Municipality’s Requested Capacity in MGD, which shall be deemed to be
the volume by which such lessee Municipality exceeded its Requested Capacity during the entire calendar
year 1n question. If there has been no capital contribution by the lessee Municipality as permitted by
Section 5.02, then such Municipality discharging Sewage in excess of its Requested Capacity shall pay
therefore the amount obtained by dividing the total debt service and coverage applicable to the Treatment
Plant for the applicable calendar vear by the total Requested Capacity of all Municipalities resulting in the
debt service per MGD, and multiplying that figure by the total of the excess Sewage deemed to be
discharged by the lessee Municipality during such Calendar year, and multiplying the product by two (2)
(Capital Cost Recovery Factor), illustrated as follows:

LM = Lessee Municipality Hypothetical Example:
Average Daily Sewage Discharged by
LM During Calendar Month .90 MGD
- Requested Capacity of LM ' - .80 MGD
= Capacity Rented by LM For Entire Year .10 MGD
Annual Debt Service and Coverage For
Treatment Plant $2,400,000/
/ Total Requested Capacity of All Municipalities
in Treatment Plant 15.60 MGD
= Debt Service Per MGD = $ 153,846
Debt Service Per MGD § 153,846
X Capacity Rented by LM For Entire Year X 10 MGD
= Debt Service Attributable to Rented Capacity § 15,385
Debt Service Attributable to Rented Capacity $ 15,385
X 2 (Capital Cost Recovery Factor) X 2
= Annual Rental Payable by LM to Lessor Municipality $ 30,770

If there has been a capital contribution by the lessee Municipality as permitted by Section
5.02, then the Average Annual Debt Service shall be used in substitution for the applicable annual debt
service referred to above or such other method of calculation as shall be equitable to all parties. The
Capacity thus rented shall be deemed to be rented annually by such Municipality until the lessor
Municipality determines, in its sole discretion, that it no longer desires to rent Capacity, at which time the
lessee Municipality shall surrender such Capacity rented by it and shall, at its sole expense, replace the
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capacity rented by it by the purchase or construction of Capacity or otherwise as may be permitted
hereunder, so that the lessor Municipality will have access to its total Requested Capacity. In no event
shall any rental of Capacity be construed to increase the Requested Capacity of the lessee Municipality
unless such Capacity is sold to the lessee Municipality by the lessor Municipality, in writing, which
writing shall be furnished to all Munjcipalitics. Any sale of Requested Capacity shall result in an
appropriate readjustment of the Debt Service Charges, if any, payable by the purchaser and seller
Municipalities and an amendment to Exhibit “A” hereof to reflect the increased share of debt service
payable by the purchaser and a decrease iin the future debt service payable by the seller.

The rental fee owed by the lessee Municipality, together with the proposed distribution
thereof to the lessor Municipality, shall be shown as separate items in the annual statement furnished
under Section 7.04. Any rental fees owed by a lessee Municipality shall be paid to the lessor
Municipality within sixty (60) days of receipt of said annual statements, or the rental fees may be applied
by the Borough to the respective charges owed by each hereunder, at their option. Any rental fees owed
by the Borough shall be credited against the Debt Service Charge and/or the O&M Charge payable by the

lessor Municipality on the next applicable payment date.

If any rental due and payable under this Section shall not be made as herein provided,
interest shall accrue thereon at the rate as provided in Section 7.06.

Nothing in this Section or elsewhere in this Service Agreement shall be interpreted to
prevent the Township or Borough from assigning, leasing, or selling to another Municipality any portion
of its Requested Capacity (as set forth in Exhibit “A” hereto), provided that any such assignment, lease or
sale shall not cause the Township or Borough to be in violation of any requirements of a governmental

agency.

Except as permitted by Section 10.10, if a Township is undertaking a CAP, it may not
transfer any portion of its Requested Capacity (as set forth in Exhibit “A” hereto) to any Person who is
not one of the Municipalities, without the consent of PBA and the Borough.

Notwithstanding anything to the contrary stated herein, if a Municipality exceeds its
Requested Capacity solely due to a reduction in its Requested Capacity, as provided by Section 4.01, the
rental fee to be charged to the Municipality requiring additional capacity shall, on an annual basis, be as
provided for in this Section 4.02, but shall not include the Capital Cost Recovery Factor. Such rental
shall continue for a period of twenty-four (24) months, during which time the Municipality shall take

than the_reduccd Requested Capacity. If, after the twenty-four (24) month period, the Municipality’s
MMF stl}l exceeds the Requested Capacity, it shall be deemed to have rented any required additional
capacity 1n accordance with the provisions herein, including the Capital Cost Recovery Factor.

SECTION 4.03. Measurement of Flow. The volume of discharge shall be determined by at least
monthly inspection by the Borough of the Sewage flow meters heretofore installed or hereafter to be
stalled by each Township at the point or points of discharge from each respective Sewage Collection
System to the Treatment Plant or the Common Transportation Facilities, as applicable.

The volume of discharge attributable to the Borough shall be measured by subtracting the
total flow measured at all such Township Sewage flow meters from the volume of discharge measured at
the flow meter or meters located at the Treatment Plant,
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In instances where, in the opinion of the Consulting Engineer, volume of discharge, or
portions thereof, by a Municipality cannot be accurately measured by a particular flow meter by reason of
malfunction of the meter, the volume of Sewage discharge shall be measured by estimates using one (1)
of the following methods: (a) according to the number of “Equivalent Dwelling Units,” as that term shall
be defined by the Consulting Engineer, from time to time, constituting improved properties served by the
particular Sewage Collection System, or portion thereof, discharging Sewage through such flow meter or
pomt of discharge; (b) measured or estimated water consumption by the applicable customers of the
Municipality; (c) based upon a monthly average of Sewage flow measured at such location during a
preceding twelve (12) month period selected by the Consulting Engineer; or (d) use of Graphical
Correlation of flows based on the prior four (4) quarters of recorded data, as developed by the Consulting
Engineer. The use of Graphical Correlation of flows shall be the preferred method of estimating flows
whenever sufficient suitable historic data is available with which to develop the graph. The determination
by the Consulting Engineer shall be conclusive.

Metered flow shall be inspected and recorded by the Borough at least once each month,
which information shall be forwarded to the Township within a reasonable time thereafter. Flow meters
shall be available for inspection at all times by the Borough. Subject to the requirement for estimates
described above, the readings set forth at said flow meters shall constitute conclusive evidence of the
amount or volume of Sewage flow discharged by each Municipality into the Treatment Plant or the
Common Transportation Facilities, as applicable. Upon request of the Borough, each Township will
acquire and install equipment for telemetering of information from flow meters to a recording device in
the Treatment Plant. The cost of reading such telemetering devises shall constitute an Operating and
Maintenance Cost. Existing and future flow meters shall be installed, maintained and owned by the
Township, at its sole cost and expense, but shall be read by the Borough as an Operating and Maintenance
Cost. Flow meters used in common by the Borough and any other Township shall constitute part of the
Common Transportation Facilities. The Borough shall have the right to review and approve all plans and
specifications for, and installation of, such future installed flow meters.

Flow meters shall be calibrated at least annually by the Borough through the employment
of a Contractor qualified to calibrate the meters involved. The Borough shall first obtain a cost proposal
for the calibration, which proposal, along with the qualifications of the Contractor involved, shall be
provided to the Township for approval. If the Township fails to respond within thirty (30) days after
recerving the cost proposal and qualifications, it shall be assumed that the proposal and qualifications of
the Contractor performing the work are acceptable, and the Township will be responsible for the costs
incurred for the calibration work. The Borough may, upon thirty (30) days notice to the Township,
contract with an Independent third party for the calibration or recalibration of any flow meter suspected
by the Consulting Engineers to be malfunctioning or otherwise inaccurate. The cost of such calibrations
shall be paid by the Township which owns the particular flow meter if the flow meter is determined to be
defective, or the Borough if the flow meter is not found to be defective. In the event of malfunction, such
Township will repair or replace the offending flow meter if, in the opinion of the Consulting Engineers,
such repair or replacement will reasonably cure the malfunction. Any Township may request the
Borough to re-calibrate flow meters located at the Treatment Plant. The cost of such calibration shall be
paid by the Township requesting same if no malfunction is determined or by the Borough if such
calibration reveals a malfunction. In the event of a malfunction, the repair or replacement of the
offending flow meter shall constitute an Operating and Maintenance Cost.

In cases where the Consulting Engineer has determined that 1t 1s not feasible to measure
the flow and where the projected AAF is less than one thousand (1,000) gpd, the flow shall be estimated
using one (1) of the followin g methods as determined by the Consulting Engineer: (a) wherever practical,
the water meter reading for the specific property will be considered the Average Daily Flow; or (b) where



applicable, the specific property will be assigned an average flow per EDU. The determination by the
Consulting Engineer shall be conclusive.

If any party asserts that any determination of any type by the Consulting Engineer is
mnaccurate or incorrect for any reason, that determination may be contested. The burden of proof shall be
upon the party making such assertion. Such burden shall be established by a preponderance of the
evidence that the Consulting Engineer’s determination is inaccurate or incorrect. A failure to satisfy such
burden of proof will result in the decision of the Consulting Engineer being found to be accurate and
correct. The determinations by the Consulting Engineer shall be binding on each party unless, within
thirty (30) days of the delivery of written notice to such party of such determination, the party shall
contest, in writing, such determination. The written notice contesting the determination of the Consulting
Engineer shall include the basis, along with supporting evidence, for contesting the determination. In the
event that a contest to a determination of the Consulting Engineer is not resolved, the matter will be
referred to a neutral Consulting Engineer agreeable to all involved parties for a resolution, which
resolution shall be binding. The cost of such neutral Consulting Engineer will be borne by the protesting
party. The issues submitted to the neutral Consulting Engineer shall be decided by such neutral
Consulting Engineer based upon generally accepted engineering principles and practices. The neutral
Consulting Engineer shall present his or her findings in a written report.

ARTICLE V

DEBT SERVICE CHARGE, CAPITAL CONTRIBUTION AND CONSTRUCTION

SECTION 5.01. Calculation of Debt Service Charge. Following the receipt of construction bids
for the Project, the Consulting Engineer will submit to the respective Municipalities a report in reasonable
detail and in writing as to the amount of each bid received and the lowest responsible bidders to whom
contracts are to be awarded. The report will set forth the estimated Costs directly attributable to design,
acquisition or construction for which funds are anticipated, together with an allocation of indirect costs,
Le., legal fees related to financing, debt service reserve fund, if any, financial printing, financing costs,
trustee fees, bond insurance, notary, advertising, etc., and including the amounts required to retire any
Bonds previously issued to pay Costs.

The underwriter or lender of PBA will provide to the respective Municipalities, if Bonds
are required, each Municipality’s sharé of the Costs of the Project for purposes of computing each
Township’s capital contribution, or in!lieu thereof, an estimate of the total debt service, including
coverage requirements, if any, attributable to each Municipality and the Project after taking 1mto
consideration any interest earned or anticipated to be earned on any proceeds of the Bonds during the
period of design, acquisition or construction of the Project and other funds available for the purpose.

Except as provided in Section 5.02 hereof, an annual Debt Service Charge shall be paid
by each Township to the Borough equal to its proportionate share of the total annual debt service and
cover payable on the Bonds outstanding, less any proportionate share of interest Income anticipated to be
received on any reserve or similar fund, allocated on the basis of: (a) the Requested Capacity of each
Municipality; (b) the increase represented thereby over the allocated capacity of each Municipality in the
Treatment Plant; and, (c) the term of payments requested by the Municipality. Payment of the Debt
Service Charge and Transportation Charge shall commence upon issuance of the Bonds, taking into
account capitalized interest, if any, on deposit with PBA, and expected investment earnings on bond
proceeds, or at such other time as may be required to assure the timely payment of debt service on the
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Bonds.

SECTION 5.02. Capital Contribution. In lieu of payment of all or a portion of the Debt Service
Charge and Transportation Charge, each Township shall have the right to make a one time, lump sum
capital contribution to PBA not later than thirty (30) days prior to the date established for the sale of the
Bonds to an underwriter or a lender, unless otherwise agreed to by PBA, to be credited against the base
upon which such Township’s Debt Service and/or Transportation Charge are calculated, as appropriate,
less those proportional expenses directly attributable to issuance of the Bonds, i.e., bond discount, legal
printing, engineering expenses related to reports required to be prepared in anticipation of or settlement of
the Bonds, the portion of bond counsel’s fee attributable to issuance of tax opinion, other related opinions
and legal work performed relating directly to the bond issue, paying agent’s fees, underwriter’s or bank’s
fees, but only as they relate to marketing the bond issue or purchasing the note, and such other costs and
expenses directly related to issuance of the Bonds. Such Township shall advise PBA of its intention to
make a capital contribution at least twenty (20) days prior to the date established for payment of such
contribution. It is the intention of this Section that if a Township makes a capital contribution in lieu of
payment of all or a portion of the Debt Service Charge and/or the Transportation Charge, it will only be
charged that share of expenditures necessarily made by PBA, if any, by reason of its 1ssuance of Bonds to
pay such Township’s portion of the applicable Costs of the Project prior to the tendering of such capital
contribution. If a Township tenders a capital contribution prior to issuance of Bonds of the Borough, or
such Bonds exclude the Costs attributable to such Township, then the Township shall not be responsible
for any costs or expenses of issuance of the Borough’s Bonds.

PBA may, in its discretion, accept and apply any capital contributions tendered by a
Township following issuance of the Bonds and, if appropriate, make an adjustment to such Township’s
Debt Service Charge and/or Transportation Charge. In the event PBA finances the Project in advance of
the receipt of bids, any subsequent capital contribution intended to relieve a Township of payment of the
Debt Service Charge and/or the Transportation Charge must be sufficient to refund and retire in full such
Township’s applicable share of PBA’s Bonds then outstanding, including the Costs associated with
1ssuing such Bonds and redemption of the Bonds.

SECTION 5.03. Construction Fund. PBA shall deposit all capital contributions delivered by any
Municipality pursuant to Section 5.02, together with the proceeds of the Bonds 1ssued for the Project, and
all other amounts received allocable to the Cost of the Project, in a Construction Fund. Proceeds of each
such capital contribution shall be deposited in a segregated account within the Construction Fund
maintained with the Borough’s Trustee, in the name of the appropriate Township, and invested at the
direction of the Township and the investment earmings shall inure to the benefit of such Township. The
proceeds of each such capital contributions shall be applied, to the extent practicable, to the Costs of the
Project proportionate to the Township’s Requested Capacity and use of the Common Transportation
Facilities. Proceeds of Bonds deposited in the Construction Fund shall be held, secured and invested by
PBA in its discretion.

SECTION 5.04. Payments Erom the Construction Fund,

(1) The amount requested:;
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(2) The obligation for or on account of which the requisition is made,
showing separately the total obligation, the amount already paid, if any, and the balance

remaining to be paid;
3) The person to whom the payment shall be made and his address;
4) That the item for which requisition is made has not been paid; and,

(5) That, with respect to a final payment of such item, there are no vendors’,
mechanics’ or other liens or secured transactions which will not be discharged by such

payment.

(b) Each such requisition for construction Costs also shall contain a certificate of the
Consulting Engineers certifying approval of the requisition and further certifying that such
obligation has been properly incurred and is then due and unpaid and that, insofar as such
obligation was incurred for work, materials, supplies or equipment, such work was actually
performed or such materials, supplies or equipment were actually installed in or about the
construction of the Project, or delivered at the site of the work for that purpose, or delivered for
fabrication at the place approved by the Consulting Engineers; and that all work done and
materials, supplies or equipment furnished for which such obligation was incurred are, in the
Consulting Engineers’ opinion, in accordance with the plans and specifications for the Project.

SECTION 5.05. Completion. Upon completion of the construction of the Project, PBA shall

deliver to each Municipality a certificate of the Consulting Engineers which shall recite:

(a) The fact of such completion; and,

(b) In reasonably itemized form, the actual total Costs of the Project, adjusted as
appropriate as provided in Section 5.02, the amount of any applicable insurance proceeds or
federal or state grants received or to be received and appropriate adjustments in respect of net
mcome and gain or loss from investment of the money In the various accounts within the

Construction Fund; and,

(c) The applicable provisions of this Section so as to give notice to the party receiving
the same as to the deadline for responding,

If any Municipality’s share of the actual Costs of the Project is less than the total amount
deposited by it pursuant to Section 5.02 of this Agreement, adjusted as appropriate as provided in Section
5.02, PBA will refund the excess of such deposits to such Municipality within sixty (60) days of the date
of such certificate unless, within forty-five (45) days of receipt of said certificate, such Municipality has
requested in writing a readjustment or audit and, in the event of such request, said excess share shall be
refunded within fifteen (15) days after the matter is resolved, Any remaining proceeds attributable to a
Municipality which has not elected to make a capital contribution shall be applied to redeem Bonds or be
invested by PBA so as to effectuate a proportionate reduction in the Debt Service Charges of such
Municipality.

SECTION 5.06. Financing Deficiencies and Extraordinary Repairs or Improvements.

(a) In the event that any money available for the Costs of the Project are determined
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by PBA to be insufficient, or if additional funds are required for extraordinary repairs or
improvements to the Treatment Plant or Common Transportation Facilities recommended by the
Consulting Engineers, PBA shall request an additional capital contribution from respective
Municipalities which shall be payable within ninety (90) days from such request, unless otherwise
extended by mutual agreement, or at the Municipality’s request, finance such deficiencies or such
capital projects, as needed, and such Costs, including interest, legal fees and other financing
costs, shall be paid by the Municipalities proportionately, in the manner provided for the payment
of the Debt Service Charge, in the case of the Treatment Plant, or the Transportation Charge, in
the case of the Common Transmission Facilities, and, if appropriate, adjustments shall be made to
the Debt Service Charge and/or Transportation Charge required to be paid by the Municipality or
Municipalities, as applicable, such adjustment to be calculated in substantially the same manner
as provided n this Article for the initial Project.

(b) In the event that any Municipality fails to pay any amount hereunder when such
amount is due, PBA may finance such amount in any such reasonable manner and upon any such
reasonable terms as PBA, in its sole discretion, may approve. PBA shall be entitled to
reimbursement from such M unicipality for any amount borrowed, together with any penalties,
charges and financing costs paid in connection therewith.

SECTION 5.07. Responsibility of a Particular Municipality. If the Project is required because of
the quality or quantity of sewage from a particular Municipality or Municipalities, then only such
Municipality or Municipalities causing said problem shall bear the total of the Project in proportion to the
amount determined by the Consulting Engineer.

SECTION 5.08. Additions to Treatment Plant.

(a) If a Municipality wishes to acquire additional Capacity and no additional
Capacity is available or such Municipality 1s required to relinquish Capacity leased from another

continue to rent any portion of its Requested Capacity, or upon certification by the Consulting
Engineers that: (i) the Flow of Record plus Projected Flow of one (1) or more of the
Municipalities have exceeded or is expected to exceed ninety-three percent (93%) of their
Requested Capacity, as defined in Section 4.01; or, (ii) the Treatment Plant or Common
Transportation Facilities are at or are approaching maximum legal Capacity, or otherwise will
violate legal requirements; or if a Municipality otherwise desires additional Capacity or other
improvements in any portion of the Common Transportation Facilities, the Treatment Plant or
other facilities of PBA, then the lessee Municipality, or any Municipality otherwise requiring
additional Capacity or other improvements, shall notify PBA and the Borough 1n writing that it is
requesting additional Capacity or intends to undertake a CAP. Within a reasonable time after
receipt of such notification, PBA and the Borough shall notify the Municipality, in writing, of the

€osts on any other Municipality.

(b) If PBA agrees to the construction of additional Capacity or other Improvements,
it shall use its best efforts to obtain appropriate plans and specifications and financing, if
necessary. and construct the enlargements, additions, improvements or modifications to the
appropriate facility necessary to provide additional Capacity in such quantity and with such
design as PBA shall determine. The Municipality or Municipalities recerving the benefit and use
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of such additional Capacity or other improvements shall pay for all of the Costs and expenses
associated therewith consistent with the terms of this Agreement. Payment of such capital Costs
and expenses shall be made in accordance with this Article V and Article V1.

SECTION 5.09. Combined Additions and Upgrading. If, concurrently, a project is required to be
undertaken pursuant to Section 5.07 and Section 5.08 and it becomes impossible to directly relate the
Costs thereof to either the upgrading requirement or to discretionary expansion, such Costs shall be
allocated or equitably apportioned by the Consulting Engineers on the basis of sound and acceptable

engimeering and/or accounting principles.

SECTION 5.10. Long-Term I/l Plan. The Borough and Township shall develop a Long-Term I/1
Plan that shall address, for a minimum five (5) year period, the following:

(a) Identify the sources of I/ through a comprehensive meter program.
(b) Ongoing program to address I/I.

(c) Other items proposed by Municipality.

The first Plan shall be due six (6) months following the execution of this Agreement.

Annual Chapter 94 Reports prepared by the Township shall include steps taken under the
Long-Term I/l Plan.

ARTICLE VI

O&M CHARGE

SECTION 6.01. O&M Charge. The Township agrees to pay to the Borough in each calendar
year or portion thereof, and the Borough agrees to deposit or set aside in a separate fund each calendar
year or portion thereof, for the period of this Service Agreement, beginning when the measurement
apparatus described in Section 4.03 is operational and when the first Operating and Maintenance Costs
are incurred, and continuing thereafter for as long as this Service Agreement is in effect, subject to the
other provisions hereof, an O&M Charge for the sewage treatment services rendered hereunder. Said
O&M Charge shall be determined in'the following manner: first, the total annual Operating and
Maintenance Costs associated with the Treatment Plant and the Common Transportation Facilities shall
be determined pursuant to Section 6.02 hereof; second, such Operating and Maintenance Costs will then
be allocated to each Municipality in proportion to the measured or estimated volume of Sewage,
calculated i accordance with Section 4.03, discharged annually into the Treatment Plant by each
Municipality. Until such time as the O&M Charge described herein shall be mmposed, the Township shall
pay to the Borough, in addition to any Debt Service Charge and/or Transportation Charge payable
hereunder, as its share of the Operating and Maintenance Costs associated with the Existing Treatment
Plant or the Treatment Plant, as applicable, an O&M Charge equal to the total charge payable by the
Township under contracts existing immediately preceding execution of this Agreement for sewage service
rendered by the Borough.
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SECTION 6.02. Operating and Maintenance Costs. Operating and Maintenance Costs shall mean
the total of the following items, each such item being determined for the calendar year or portion thereof
under consideration, consisting of all the expenses and costs of effective and reasonable operation,
maintenance and repair of the Treatment Plant and the Common Transportation Facilities, including: (a)
actual or allocated salaries and wages of administrative, supervisory, operating and maintenance
personnel and employees of the Borough engaged in operating and maintaining the Treatment Plant and
the Common Transportation Facilities, and administrative functions associated therewith, together with
the social security and unemployment taxes, workmen’s compensation, insurance premiums, health and
accident insurance premiums and pension benefits, or any other similar benefits or costs applicable
thereto, prorating such items in accordance with employee’s time spent on the Treatment Plant and the
Common Transportation Facilities; (b) power, chemicals, fuel, materials, supplies, equipment and tools
used or employed for the operation and maintenance of the Treatment Plant and the Common
Transportation; (c) costs of routine maintenance and minor repairs (including minor rcplacements),
excluding major items deemed by the Borough and PBA to require financing under Section 5.06, with
respect to the Treatment Plant and the Common Transportation Facilities; (d) the fees and expenses of
attorneys, Consulting Engineers and Certified Public Accountants for services performed in connection
with the management, operation and maintenance of the Treatment Plant and the Common Transportation
Facilities; (e) premiums for insurance on the Treatment Plant and the Common Transportation Facilities:
(f) cost of hauling, dumping and disposal of residue from the Treatment Plant and the Common
Transportation Facilities; (g) fines, penalties or surcharges imposed by DEP or other governmental body
having jurisdiction, pertaming to the Treatment Plant, the Common Transportation Facilities or the
Project (except as provided in Sections 8.05 and 8.06); and, (h) all other costs and expenses reasonably
mcurred and properly attributable, under sound engineering and accounting practice, to the
administration, operation, maintenance, repair and replacement of the Treatment Plant and the Common
Transportation Facilities, as may be constituted from time to time. The sum of such Operating and
Maintenance Costs used in calculating the O&M Charge shall be the same for all Municipalities, which
shall be allocated as described above. Such sum shall be reduced by any Federal or Commonwealth
grants, reimbursements, subsidies or other payments designated by law or regulation for such purposes,

maintained by the Borough and shall be available to the Township upon its request. It is the express
intention of this paragraph that each party hereto shall be required to pay the O&M Charge based only its
pro rata share of the net Operating and Maintenance Costs attributable to the actual quantity of Sewage
discharged from its Sewage Collection system into the Treatment Plant and/or the Common
Transportation Facilities, from time to time.

SECTION 6.03. Transportation Charee. The Township shall pay to the Borough, in addition to
the O&M Charge and Debt Service Charge, a Transportation Charge in connection with the future capital
costs of those portions of the Common Transportation Facilities from which it derives particular benefit

at the time of modifications to the Common Transportation Facilities. The Transportation Charge shall be
the only separate charge payable by the Township in connection with the transportation of Sewage 1n the
Common Transportation Facilities,

SECTION 6.04. Surcharee. Any recognizable increase in the Operating and Maintenance Costs
arising out of the quality or quantity of effluent discharged by the Township may be reflected in a

determined by the Consulting Engineers in accordance with sound engineering principles and be payable
to the Borough to reduce the O&M Charge and/or Transportation Charge payable by the other
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Municipalities, as applicable and appropriate.

ARTICLE VI

PAYMENT OF CHARGES

SECTION 7.01. Estimates of Charges. On or before October 1st of each year, the Borough,
based on the actual costs for the Township over the prior consecutive twelve (12) month period, will
prepare and submit to the Township 'a statement approved by the Consulting Engineer showing, in
reasonable detail, for the next succecding calendar year: (a) the estimated amounts to be paid by the
Township during such year as its estimated annual Debt Service Charge, O&M Charge and/or
Transportation Charge, as applicable and appropriate, determined in accordance with the provisions
hereof; (b) the amount, if any, to be credited against the estimated Debt Service Charge, O&M Charge
and Transportation Charge for such year as the result of any overpayments or adjustments of payments for
any preceding year as provided under Section 7.05 below; (c) any additional charge as provided in
Sections 8.05 and 8.06; and, (d) the amount of any prior bill not paid pursuant to Section 7.05, plus

mnterest pursuant to Section 7.06.

SECTION 7.02. Amended Estimates. In the event of an unusual contingency affecting the
operation of the Treatment Plant or the Common Transportation Facilities, certified by the Consulting
Engineers to require immediate action, an upward revision in the current estimates of the Debt Service
Charge, O&M Charge and/or Transportation Charge may be made by the Borough. The Township shall
commence making payments, subject to Section 7.08 hereof, and shall adjust as appropriate the rates and
charges payable by its customers in accordance with the revised estimates, within sixty (60) days of
receipt of notice thereof.

SECTION 7.03. Payments on Estimates. The Township agrees to pay, subject to Section 7.08
hereof, to the Borough its estimated annual Debt Service Charge, O&M Charge and Transportation
Charge, in the amounts set forth in the statement described in Section 7.01, in four (4) equal quarterly
mstallments to be paid on or before January 1, April 1, July 1 and October 1 of the applicable calendar
year. All funds received by the Borough from the Debt Service Charge, O&M Charge and Transportation
Charge shall be invested by the Borough, in its discretion, and any mvestment income therefrom will be
applied to reduce the Operating and Maintenance Costs described in Section 6.02.

SECTION 7.04. Audited Statements. The Borough shall cause to be prepared and certified by a
Certified Public Accountant on or before May 31 of each year, commencing in the year following the first
year charges are paid hereunder, a report setting forth, in reasonable detail: (a) the debt service and
Operating and Maintenance Costs of the Treatment Plant and Common Transportation Facilities paid
during the preceding calendar year; and, (b) the final Debt Service Charge, O&M Charge, and
Transportation Charge payable by the Township for such year determined in accordance with the
provisions hereof. Such report shall contain statements setting forth the amounts of the quarterly
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SECTION 7.05. Payment of Actual Charees: Credit for Overpayments. If the actual charges

payable by the Township for any calendar year, as shown by the report pursuant to Section 7.04, differs
from the total of the payments and credits theretofore made by or to it, based upon the aforesaid estimates,
then the Township will pay the amount of any deficiency within thirty (30) days after the delivery of said
certified report, and any excess of such payments on account of estimates over the actual charges shall be
applied on account of the next succeeding quarterly installment of the appropriate estimated charges.

SECTION 7.06. Interest on Late Payments. If the Township fails to make full payment of any
Debt Service Charge, O&M Charge or Transportation Charge or additional charge required to be paid
hereunder on or before the specified payment date, there shall be added to the amount thereof owed by the
Township interest at a rate equal to the prevailing national prime rate of interest per annum, as published
in the Wall Street Journal, or similar publication if not so published, evidencing the base rate on corporate
loans at large United States money center commercial banks, or the net interest cost attributable to the
Bonds, whichever is greater, determined on and from the due date of such charge to the date on which
payment 18 received.

SECTION 7.07. Private or Bulk Dumping. The Township shall not permit the dumping of bulk
Sewage into its Sewage Collection System to private haulers or other Persons engaged in the business of
transporting Sewage.

SECTION 7.08. Billing of Township Customers. The Borough, solely as billing agent for the
Township, will prepare and issue all bills for Sewage service to the customers of the Township in
accordance with the appropriate Township ordinances or resolutions then in effect. The Township shall
be ultimately responsible for continuously providing the names and current addresses of all such
customers. The Borough shall provide, upon request of the Township, a copy of the current list of
customers of the Township. The Borough will collect the funds payable from the Township customers
and initially apply therefrom the amounts payable to it hereunder including installments of the Debt
Service Charge, the O&M Charge and the Transportation Charge, and any amounts due under Section
7.06, 8.05 or 8.06 at the times set forth herein, and remit to the Township the balance remaining within
thirty (30) days after the funds have been received by the Borough. Any deficiencies in the amounts
collected by the Borough from Township customers for payment of the sums due hereunder shall be
subject to Section 7.06. The Township may discontinue such billing services provided by the Borough
upon at least sixty (60) days prior notice to the other Municipalities, and payment of the sums due
hereunder shall be collected thereafter from customers by the Township and paid directly to the Borough.

SECTION 7.09. Remedies in the Event of Default. If any Municipality defaults in the payment
of any charge required to be paid hereunder, or otherwise defaults in the performance of the terms hereof,
PBA and any or all of the other Municipalities may bring an action in law or equity in the Court of
Common Pleas of Montgomery County, Pennsylvania, or other Court or tribunal of competent
Jurisdiction to obtain any or all of the following: (a) a writ of mandamus directing the governing body of
the defaulting Municipality to collect by special taxation an amount sufficient to pay the amount in arrears
and any expected future deficiencies, in a lump sum or i annual installments, from such special taxes
during subsequent years as the Court may require; (b) a temporary restraining order, preliminary and/or
permanent injunction and any other appropriate equitable relief, (c) appointment of a special trustee or
receiver to collect, segregate and distribute the revenues of the defaulting Municipality and/or to enter and
take possession of the facilities thereof; (d) set off against the amounts due the Borough and PBA
hereunder any sums otherwise required to be remitted to the Townships under Section 7.08: (e) obtain a
money judgment against the violating Municipality and liquidate same as may be authorized by law:
and/or, (f) any other relief deemed Just and appropriate under the circumstances. The Municipality which
is determined by final judgment to have violated this Agreement agrees to pay the costs and expenses,
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including legal fees, of any such legal action.

ARTICLE VIII

EFFLUENT QUALITY RESTRICTIONS

SECTION 8.01. Uniform Standards. The Borough has adopted or will adopt uniform Sewage
effluent quality standards which will comply with, but not exceed, the requirements of all regulatory
authorities. The Township will not discharge or permit the discharge of Sewage from its Sewage
Collection System into the Common Transportation Facilities or the Treatment Plant that would violate
any of such standards. The Borough will make no changes in said standards except upon ninety (90) days
prior notice to the Township, and all such changes will apply equally to all Municipalities.

SECTION 8.02. Compelling Compliance with Standards. The Township shall enact or cause to

be enacted an ordinance, in a form acceptable to the Borough, and will keep such ordinance in full force
and effect at all times, prohibiting, and providing adequate penalties for, the discharge into its Sewage
Collection System of anything violating the above-mentioned effluent quality restrictions of the Borough,
and hereby covenants to enforce, and request the enforcement of, as applicable, the provisions thereof
when brought to its attention. Such ordinance shall also prohibit and/or regulate the discharge into its
Sewage Collection System by any Person of industrial waste, as defined in the applicable regulations of
the Borough. The Township will not permit any discharge into its Sewage Collection System except in
the manner and in accordance with the provisions of said ordinance, as applicable.

SECTION 8.03. Sampling Facilities. When requested by the Borough, the Township shall install,
maintain and operate, at its own expense, sampling equipment or facilities at or near the point that its
Sewage Collection System discharges into the Common Transportation Facilities or the Treatment Plant,
or such other location requested by the Borough and, upon request of the Borough, will have samples
collected and submitted to the Borough or permit the Borough to collect samples. The Township shall
mstall, maintain and operate additional sampling, equipment or facilities at such point of discharge into
the Township’s Sewage Collection System from a user thereof whose discharge of Sewage, in the opinion
of the Consulting Engineer, may be detrimental to the operation of the Treatment Plant or the Common
Transportation Facilities, and permit the Borough to obtain samples therefrom.

SECTION 8.04. Reports of Samples. In the event that any report submitted to the Borough
analyzing any sample shall state that Sewage discharged from the Township’s Sewage Collection System
or from a user thereof violates the quality standards and restrictions as established for the Treatment Plant
by the Borough, the Township shall havé the right to appeal such determination by requesting verification
of same by future sampling. Such future samples, as herein referred to, shall be submitted both to an
independent water quality lab acceptable to the Borough and with the laboratory making the original
evaluation that Sewage being discharged was in violation of such standard. If the results of analyzing the
split sample or samples of the two (2) laboratories are consistent within normal tolerances of testing
procedures, then these results shall be considered final. Provided, however, that such night of appeal shall
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compel disconnection or pretreatment upon thirty (30) days written notice to same, shall entitle the
Borough to suspend accepting the Township’s Sewage under this Service Agreement until it complies
with the Borough’s request and to recover the Costs of any upgrading, enhancements or other remedial
action deemed necessary by the Borough as a result of such discharge and collect the same in the manner
provided by Section 7.09. The Borough shall be responsible, to the extent permitted by law, for enforcing
Sewage quality standards within the Township for which there is a Scparate agreement requiring it to do

S0.

SECTION 8.06. Reimbursement For Damages From Improper Discharge. The Township will
pay the cost of any damage to the Treatment Plant or the Common Transportation Facilities resulting
from discharge of improper waste from its Sewage Collection System in violation of the above-mentioned

ARTICLE IX

CONNECTIONS TO EACH SEWAGE COLLECTION SYSTEM,
SEWER RENTALS OR CHARGES IMPOSED BY THE TOWNSHIP

SECTION 9.01. Mandatory Connection Ordinance. The Township, in its sole discretion, may
adopt an Ordinance in a form satisfactory to the Borough and PBA, requiring all owners of improved
property which legally can be required to be connected to such Sewage Collection System to connect
therewith, and providing for enforcement of such Ordinance as is permitted by law. The Township also
covenants that it will keep, or cause to he kept, such Ordinance or subsequent Ordinance or Ordinances
requiring such connections in full foree and effect continuously during the term hereof, and to enforce or

cause to be enforced the same as may be permitted by law.

SECTION 9.02. User Charges. The Township covenants that it or a municipal authority
incorporated thereby, will adopt an ordinance or a resolution, as applicable, imposing sewer rentals or

charges upon owners of tmproved property which shall be cormected to its Sewage Collection System for
use thereof. The Township also covenants to thereafter keep or cause to be kept such ordinance or
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covenants to take or cause to be taken all necessary action to reduce the same to liens and to enforce or
cause to be enforced payment of the liens and/or to enforce or cause to be enforced payment of such
sewer rentals or charges in any other manner permitted by law.

SECTION 9.04. Level of Charges. The Township covenants that sewer rentals or charges
imposed pursuant to Section 9.02, together with any fees, fines and/or penalties resulting from
enforcement of the ordinance or ordinances in effect at the time under Section 9.01, shall be at least such
that amounts which reasonably may be collected therefrom in each Fiscal Year, beginning upon accrual of
the charges payable hereunder, together with: (a) any sums received periodically by it from any Person
pursuant to any agreement between it and such Person whereby Sewage of such Person shall be accepted
by it for treatment in the Treatment Plant, if such agreement is permitted under provisions hereof; (b) any
sums appropriated by it for the purposes from current revenues, within limits then provided by law, or
from other legally available funds; (¢) any other sums received by it on account of operation of its
Sewage Collection System; and, (d) any other monies required to be deposited in its sewer revenue
account pursuant to provisions of the applicable agreement of lease or pursuant to its borrowing
documents, will be sufficient to provide funds for the following purposes:

_ (1) Payment by the Township in such Fiscal Year of debt Service, operating expenses
and other necessary costs and expenses relating to its Sewage Collection System and/or any
capital contribution made hereunder; and,

(2) Payment by the Township to the Borough in such Fiscal Year of the Debt Service

‘Charge, O&M Charge, Transportation Charge and/or any other charges payable hereunder to the
extent applicable and appropriate for services rendered in connection herewith.

Upon request of the Borough, the Township will submit a certificate of its consulting
engmeer confirming the foregoing representation, from time to time.

If such collections, receipts, appropriations and deposits in any such Fiscal Year for the
Township shall be less than the sum of requirements of subparagraphs (1) and (2) above, the Township
covenants that it promptly will adjust or cause to be adjusted, in the manner permitted by law, the sewer
rentals or charges so that amounts thereafter to be collected therefrom, together with the other collections,
receipts, appropriations and deposits, as aforesaid, shall enable it to comply with requirements of this
Section and to eliminate deficiencies of any prior Fiscal Year; and, to the extent necessary, the Township
also covenants that if collections, receipts, appropriations and deposits in any such Fiscal Year for the
Township shall be less than the sum of requirements of subparagraphs (1) and (2) above, it will provide
from its other available current revenues, within limits then provided by law, or from other legally
available funds, an amount which, when added to such collections, receipts, appropriations and deposits,
will be sufficient to enable it to meet such requirements.

ARTICLE X

MISCELLANEOUS

| SECTION 10.01. Insurance: Repairs and Reconstruction. The Borough will insure, or cause to be
msured,_ the Trea\_tment Plant ‘and Common Transportation Facilities with a responsible company or
companies authorized and qualified to do business under the laws of the Commonwealth of Pennsylvania,
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against loss or damage by fire and such other risks (including public liability) and casualties and in such
amounts as are usually carried on like properties in said Commonwealth and as approved by the

covered by insurance, the Borough or PBA, as applicable and appropriate, will commence and promptly
complete, or cause to be so commenced and promptly completed, the repairing, replacement or
reconstruction of the damaged or destroyed property according to plans and specifications prepared by the
Consulting Engineers and shall collect and apply, or cause to be applied, the proceeds of such insurance
to the cost of such repair, replacement or reconstruction.’

SECTION 10.02. Inspection. The Township and Borough shall provide each other, from time to
ume, all information relevant and appropriate to the proper administration of their respective
responsibilities under this Service Agreement, or in respect to the interpretation hereof, as, and in such
form and detail as, may be reasonably requested and the Township and Borough shall, at all reasonable
times and from time to time, permit their representatives to examine and mnspect their respective records
and physical facilities relevant to the subject matter of this Service Agreement.

SECTION 10.03. Force Majeure. Notwithstanding any other provision of this Service
Agreement, neither the Borough or the Township shall be responsible in damages to the other for any
failure to comply with this Service Agreement resulting from an act of God or riot, sabotage, public
calamity, flood, strike, breakdown of the Treatment Plant or Common Transportation Facilities or a
Sewage Collection System, or other event beyond its reasonable control. The party having the
responsibility for the facilities so affected, however, shall proceed promptly to remedy the consequences
of such event, with costs to be shared to the extent provided elsewhere herein.

SECTION 10.04. Indemnity. The Township and Borough each agree to indemnify and save
harmless the other against all costs, losses or damage on account of any jury to persons or property
occurring in the performance of this Service Agreement due to the negligence of such party or its agents
or emplovees,

SECTION 10.05. Severability. Should any provision hereof for any reason be held illegal or
invalid, no other provision of this Service Agreement shall be affected; and this Service Agreement shall
then be construed and enforced as if such illegal or invalid provision had not been contained herein.

SECTION 10.06. Headines. The headings in this Service Agreement are solely for convenience
and shall have no effect in the legal interpretation of any provision hereof.

SECTION 10.07. Effective Date. This Service Agreement shall become effective as of the date
of execution and delivery hereof by the parties hereto.

SECTION 10.08. Waiver. The failure of a party hereto to insist upon strict performance of this
Service Agreement or of any of the terms or conditions hereof shal] not be construed as a waiver of any of
1ts rights hereunder. :

SECTION 10.09. Counterparts. This Service Agreement may be executed in any number of
counterparts, each of which shall be regarded for all purposes as an original, but such counterparts shall
together constitute but one and the same instrument.

SECTION 10.10. Successors and Assigns. The Township will not voluntarily assign this Service
Agreement without the consent of PBA and the Borough, except to a municipality authority mcorporated
by the Township, pursuant to applicable law. Subject to the foregoing, this Service Agreement shall bind




and 1nure to the benefit of the respective successors and assigns of the parties hereto.

SECTION 10.11. Supersedes Prior Agreements. This Service Agreement supersedes and repeals
any prior agreement, contracts, and uné'icrstandings, written or oral, by or among the parties hereto with
respect to the subject matter contained herem. This Service Agreement contains the entire agreement
among the parties hereto, and no oral statements or representations or prior written matter not contained
in this instrument shall have any force and effect.

SECTION 10.12. Modification. This Service Agreement may not be modified or amended except
in writing signed by the parties hereto.

SECTION 10.13. Pennsylvania Law. This Service A greement shall be construed according to, be
subject to and be governed by the laws of the Commonwealth.

IN WITNESS WHEREOF, the partics hereto have caused this Service Agreement to be
executed by their respective duly authorized officers and their respective seals to be hereunto affixed.

BOROUGH GF POTTSTOWN
BY: m g:) .
U President of Coffnicil
ATTEST: 1374// 4 )’Q/:_
/’ Sccr’s;@ﬁr /

POTTSTOWN BQROUGH AUTHORITY
BY: %j KA T rd 2

) Chai v
74

S%crctary 7

TO OF UPPER POTTSGROVE

v Q.

Président of the Board of Commissioners

N - s plpd

/ Secretary (/

ATTEST:
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