New Garden Township

Special Board of Supervisors Meeting

November 21, 2022




Service To: Account Nm
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T — ) LANDENEERG, PASRgaui® NEW GARDEN WASTEWATER

2200680 PWSID # WQ1596432
Aqua Pennsylvania Wastewater Toll Free: 877.987.2782 Questions about your sewer service? Contact us before the due fate.
762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Current Charges Due Date
Bryn Mawr, PA 19010-3489 AguaAmerica.com September 19, 2022 $ 413.33 October 11, 2022
Meter Data Biling Period Days Usage Units
08116/22 91 12,000 Gallons
0517122
Average Daily Usage = 131 Gallons Total Days: 91 Total Usage: 12,000 Gallons
w
Billing Detail —
Amount Owed from Last Bill § 23427 2
Total Payments Received 234.27 S e ’ 2 Q 2\
Remaining Balance 0.00
Current Wastewater Charges.................eveeeecussmmeemssssssenns 221
Base LlsorDhane. ..o msmmamasmss 124
Base User Charge 134,88 I 000 glien S
Amount Due. $41333 ’
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£ 179.06 HIGHER Cost
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Vo
Message Center (see reverse side for other information)
= Coming soon: We are excited to announce that 2 new and improved Aqua website will be launching this summer! The new site will offer user-friendly
enhancements and a new look. More details will be shared soon.

® The due date refers to cument charges and any deferred payment amount only. If you do not pay your bill on time, your service could be subject to
interruption. To ensure proper credit, please remember to provide your full 16-digit account number when paying your bill

Cost for 12,000 gallons of sewer use: 2018 $168.50
2022 $415.49

A 147% increase in four years!!!!

Tonight’s Focus = How and Why Did This Happen




Why did your sewer bill skyrocket?

Two reasons:

1. NGT sold its sewer system to Aqua PA for $29.5 million

— Pennsylvania allows Aqua to capture an
immediate return on their investment

— The increase in your bill does not come from any
major investment in system infrastructure

2. NGT agreed to drop the rate freeze and cap on
annual growth from the original agreement
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AGENDA

Financial and physical health of sewer system

Details behind the capital improvement
estimates

Details behind rate increase estimates
Why did NGT raise rates prior to sale closing?

Why was the promised rate freeze and cap
dropped?

Will NGT honor its promise to create a “rate
stabilization” fund?



Agenda Item #1

Sewer System Condition



Physical Status of Sewer System

A major reason for selling was the large investment
201 5 An n ual Reports needed to improve the system. Essentially, the
system was portrayed as “falling apart”.
EaSt E nd Our website addresses this issue at:
° Ope rated We" https://www.keepwateraffordable.org/falling-apart

 Normal maintenance in previous years
* No corrective action plan required

South End
* Generally operated well
« Spray zone deficiency noted
« Sewage hauling started
* No corrective action plan required

General - Condition of conveyance system
remains good

Is this a system that was “falling apart”?



NGT Wastewater Cash Flow Summary

2015
Rate payer revenue $2,115,439
Misc income $93,701
Total income $2,209,140
Total operating cost $1,228,884
Operating gain/loss $980,256
Depreciation $407,724
Sewer authority debt service $785,137
Consolidated gain/loss -$212,605

Cash Flow

Cash assets at year end

$195,119

$4,414,747

The system was
financially sound



Agenda Item #2

Sewer System Improvements



System Repairs & Improvements

New Garden FAQ on 7/19/2016 and 2/28/2020

Needs
1. Route 41 force main upgrades
2. Additional spray fields at South End
3. South End mechanical treatment plant — long term
4. South End operational cost
5. Anticipated permit requirements.

Proposals:
Aqua — committed to ~$7 million “in the next few

years”

New Garden — 5 year plan for ~$12 million for the
above “plus several other projects”

Details — How much for each item & when?
Would any cost savings result?




System Repairs & Improvements

Aqua Main Brief 3/6/2017

Two Post-Closing Capital Improvements Are Planned

1. Route 41 force main upgrades
2. South End mechanical treatment plant

Estimated Cost:
$2_5 m i I I ion This is what Aqua told the PUC after the sales

contract was signed. It is very different than what
New Garden said before signing.

Is this what was really needed???
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Agenda ltem #3

Rate Increase Without A Sale



Sewer Rates Needed in 2017 & 2018

Rate Increases without an acquisition
40% in 2017
27.5% more in 2018 — a total of over 78%
Over 10 years typical increase from $189 to $349 per
quarter — an 85% increase

Why:
Capital Investment?
Operating Cost?
Other?

Plan
Would capital investment be staged?
What was the financing plan?
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Sewer Rates in 2017 & 2018

2017 2018 2019
Rate payer revenue $2,216192  $2198753  $2425162
Rate Increase 40.0% 27.5%

Rate increase revenue $886,477 $853,234

Total revenue $3,102669  $3955903  $3,955903

A $12 Million 20 Year Bond at 3.25% costs $825,000/year

A $5 Million 20 Year Bond at 3.25% costs $345,000/year
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Sewer Rates in 2017 & 2018

2017 2018

Sewer debt service | $765,653 $165,083

Note the $600.000 reduction in debt service

A bond was paid off in 2017

The last payment of the remaining bond was 2021
Was this considered in setting needed rate increases?

A previous bond was being paid off. That meant debt service costs would be going down by $600,000/year. That, by itself,
would pay for over 70% of a new $12 million bond.

So, why would even a 40% increase be needed ?7?7?

See out website for more information: https://www.keepwateraffordable.org/rate-increase-needed




Agenda Item #4

30% Rate Increase in 2019



2019 — 2021 Sewer Rates Increases

Key Events

October 8, 2018 — The sewer division says no
increase needed.

October 22, 2018
« “Updated numbers”
* Increase sewer rentals 13%
« Might not be adequate for capital needs

November 12, 2018 — Ordinance to raise sewer
rates 30% over three years

Sewer rates went from “No increase” to a
30% increase in just five weeks

What Happened?
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2019 — 2021 Sewer Rates Increases

2018 2019 2020
Capital expenditures | $13,401 $9,670 $0 |
[ —
Cash Flow | -$207,241 | -$76,540  $184,526
Cash assets | $3,125,233 | $2,997,321 $3,284,664
—

Capital Spending was zip
There were adequate cash reserves

Why increase rates?
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Agenda Item #5

Eliminating the
Rate Freeze &
Rate Cap



Removal of the Rate Freeze & Rate Cap

Key Events

2016 — The sales contract is signed

June 29, 2017 — The PUC approves the sale

* There is a stipulation protecting other ratepayers

July 2017 to April 2019 — Court appeals pursued

* The rate cap is not part of the appeals

September 23, 2019 — There is a public meeting in New
Garden to remove the rate cap.
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Removal of the Rate Freeze & Rate Cap

Paraphrasing the September 23, 2019 transcript:

“Currently, settlement discussions are ongoing ...
Objection was previously made related to the ... [rate
freeze and rate cap]”.

Why were settlement discussions needed?
 The PUC had already ruled on all issues.
* [t was not part of the appeals process
 Who was involved in those discussions?
 What were the positions of each party?
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Removal of the Rate Freeze & Rate Cap

More from September 23, 2019:

“As part of the potential settlement, New Garden and
Aqua will be asked ... to remove ... the rate freeze and
compound annual growth rate”

Who was doing the asking?

What potential settlement?
« Why sign away the rate cap for a pOte ntial settiement?

What if New Garden Township did not
sigh away the rate cap?
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Removal of the Rate Freeze & Rate Cap

September 23, 2019 on the cost impact:

“Using the tariff that’s in place ... the
projected quarterly equivalent is $254.88.”

$254.88 Really? Actual = $652.44

$254.88 was knowable at the time to be
incorrect.

Why did Aqua not correct it?
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Removal of the Rate Freeze & Rate Cap

September 23, 2019 a resident asks:

Why are we removing the provision around the
annual growth

Answer:

“because there were other parties in the matter, arms
of the PUC and the Office of Consumer Advocate that
objected ...That’s the simple answer.”

There were objections - So What

The PUC had already decided the issue.

The OCA did not make it part of their court appeal
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Removal of the Rate Freeze & Rate Cap

September 23, 2019 the resident continues:

“Certainly not in the customers benefit to do that.”
The answer:
“We thought that that was in favor of the customer,
but others, including the Consumer Advocate, for
good reason I’'m not going into, did not follow that
same logic.”
Please explain that statement

What is the good reason?

Remember, PUC had already decided the issue.
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Removal of the Rate Freeze & Rate Cap

Who Demanded
Dropping The
Rate Cap?
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Quarterly Sewer Bills for 12,000 Gallons

$450

$400
$350
Aqua Increase —
$300
New Garden Increase
$250 \ —
$200

ol
|

$150 — —

$100 — —

Rate Agreed In Sales Contract
$50 — : —

So T T T T T T T T T I I I I I I I I
2016 2018 2020 2022 2024 2026 2028 2030 2032
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Agenda Item #6

New Garden Rate
Mitigation




New Garden Rate Mitigation

FAQ Published by NGT
July 19,2016

“A reserve fund will be established out of the proceeds of

the sale to financially secure the contractually capped
rates. The fund will be used to reimburse existing users

should the contractually capped rates be exceeded.”
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New Garden Rate Mitigation

FAQ Published by NGT
February 28, 2020

What will the Township do with the proceeds
from the sale?

“...reserve funds to satisfy pre-existing
obligations of the System and to financially
secure the contractually capped rates.”
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Funds Available

* $29.5 million sale price

* Remaining cash reserve, $3 million

TOTAL $32.5 million



(This is a follow up added after the November Meeting)

Action by NGT Board
December 19, 2022

Sewer Rate Mitigation/Stabilization — consideration of sewer rate mitigation/stabilization.

Action: A vote was taken by the BOS to decide if they will continue to pursue/investigate the possibility
of sewer rate mitigation/stabilization. A statement was read by Mr. Allaband. The result of the vote was
3 Nayes and 2 Ayes.

Rate Mitigation Has Been Killed

Our website sort of addresses this at: https://www.keepwateraffordable.org/copy-of-playbook
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Summary

Conditon of system portrayed negatively
Rate increase without a sale overstated
Unneeded rate increase
Reason for rate cap removal covered up

No action on rate mitigation

We have not been well served
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THANK YOU

For Coming Tonight
And For
Your Participation



