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To:  Erik Roberts Anderson, Esq.
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Harrisburg, PA 17101-1166

You are hereby notified to file a written response to the enclosed Defendants’ Answer with

New Matter and Counterclaim to Plaintiffs’ Second Amended Complaint within twenty (20) days

from service hereof or a judgment may be entered against you.

SALZMANN HUGHES, P.C.

Date: Octoberl1, 2024 By:  /s/Isaac P. Wakefield
Isaac P. Wakefteld
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IN THE COURT OF COMMON PLEAS OF CUMBERLAND COUNTY, PENNSYLVANIA

BOROUGH OF MOUNT HOLLY SPRINGS
and MOUNT HOLLY SPRINGS
BOROUGH AUTHORITY,

Plaintiffs,
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DEFENDANTS’ ANSWER WITH NEW MATTER AND COUNTERCLAIM TO
PLAINTIFFS’ SECOND AMENDED COMPLAINT

Defendants, Township of South Middleton (“South Middleton Township™) and South
Middleton Township Municipal Authority (“South Middleton Authority™) (collectively, “South
Middleton™ or “Defendants™) by and through their legal counsel, Salzmann Hughes, P.C., file this
Answer with New Matter and Counterclaim to the Second Amended Complaint filed by Plaintiffs,
Borough of Mount Holly Springs (“Mount Holly Springs Borough™) and Mount Holly Springs

Borough Authority (“Mount Holly Springs Authority™) (collectively, “Mount Holly™ or

“Plaintiffs™).
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INTRODUCTION

1. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. Additionally, the averments
of this Paragraph refer to an initial 1972 agreement, which is a document in writing that speaks for
itself. To the extent that the averments of this Paragraph may be inconsistent with or an attempt
to characterize the written document, such averments are specifically denied, and strict proof
thereof is demanded at trial.

2. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that the “arrangement” was “in relative harmony until 2023,” and that
“Defendants flexed their municipal muscle and stopped paying Plaintiffs.” To the contrary,
beginning in or about April 2022, Mount Holly for the first time claimed they were dissatisfied
with the parties’ current agreement, that is, the Agreement for Treatment of Sewage dated
November 14, 1977, as amended (hereinatter the “Agreement”). Consequently, Mount Holly
commenced more overt and brazen breaches of the Agreement by, inter alia, issuing untimely,
inconsistent, and incorrect reconciliation reports and calculations of amounts allegedly owed by
South Middleton under the Agreement. Despite Mount Holly's material breaches of the
Agreement, prior to and after the filing of this case, South Middleton has made good faith payments
to Mount Holly, representing payment through the third quarter of 2024 under the Agreement.

3. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

are specifically denied and strict proof thereof is demanded at trial. Further, the averments of this
Paragraph purport to summarize the Agreement which is a document in writing that speaks for
itself. To the extent that the averments of this Paragraph may be inconsistent with or an attempt
to characterize the written document, such averments are specifically denied, and strict proof
thereof is demanded at trial.

4. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response,

South Middleton incorporates its response to Paragraph 3 above.

THE PARTIES

5. Admitted in part; denied in part. It is admitted only that Plaintift Borough is a
municipality in Cumberland County, Pennsylvania, with a business address of 200 Harmon Street,
Mount Holly Springs, Pennsylvania. The remaining averments of this Paragraph purport to
summarize U.S. Census Bureau data, which is a document in writing that speaks for itself. To the
extent that the averments of this Paragraph may be inconsistent with or an attempt to characterize
the written document, such averments are specifically denied. and strict proof thereof is demanded
at trial.

6. Admitted.

7. Admitted in part; denied in part. It is admitted only that South Middleton Township
“Is a municipality in Cumberland County, Pennsylvania, with a business address of 520 Park
Drive, Boiling Springs, Pennsylvania 17007.” The remaining averments of this Paragraph purport
to summarize U.S. Census Bureau data, which is a document in writing that speaks for itself. To

the extent that the averments of this Paragraph may be inconsistent with or an attempt to
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characterize the written document, such averments are specifically denied, and strict proof thereof
is demanded at trial.

8. Admitted in part; denied in part. It is admitted only that South Middleton Township
Municipal Authority “is a municipal authority organized and existing under the Municipality
Authorities Act.” South Middleton Township Municipal Authority has a physical address of 345
Lear Lane, Boiling Springs, PA 17007 and a mailing address of P.O. Box 8§
Boiling Springs, PA 17007-0008. The remaining averments of this Paragraph are, therefore,

specifically denied.

JURISDICTION AND VENUE
9. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required.
10.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response 1s required.

FACTUAL BACKGROUND
The Parties’ Wastewater Treatment Agreement

11.  Denied. The averments of this Paragraph purport to summarize the Agreement
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written document, such
averments are specifically denied, and strict proof thereof is demanded at trial.

12, Denied. The averments of this Paragraph relate to the Agreement and the
Agreement dated April 7, 1972, which are documents in writing that speak for themselves. To the

extent that the averments of this Paragraph may be inconsistent with or an attempt to characterize
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the written documents, such averments are specifically denied, and strict proof thereof is demanded
at trial.

13. Denied. The averments of this Paragraph purport to summarize the Agreement
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written document, such
averments are specifically denied, and strict proof thereof is demanded at trial.

14, Denied. The averments of this Paragraph purport to summarize the Agreement
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written document, such
averments are specifically denied, and strict proof thereof is demanded at trial.

15. Admitted in part; denied in part. It is admitted only that South Middleton and
Mount Holly executed the Agreement on November 14, 1977. The Agreement is, however, a
document in writing that speaks for itself. To the extent that the averments of this Paragraph may
be inconsistent with or an attempt to characterize the written document, such averments are
specifically denied, and strict proof thereof is demanded at trial.

16. Denied. The averments of this Paragraph purport to summarize the Agreement
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written document, such
averments are specifically denied, and strict proof thereof is demanded at trial.

17. Denied. The averments of this Paragraph purport to summarize the Agreement and
an amendment to the Agreement dated August 24, 1779, which are documents in writing that speak
for themselves. To the extent that the averments of this Paragraph may be inconsistent with or an

attempt 1o characterize the written documents, such averments are specifically denied, and strict
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proof thereof is demanded at trial. Additionally, the averments of this Paragraph constitute
conclusions of law to which no response is required. To the extent that a response is required, the
averments of this Paragraph are specifically denied and strict proof thereof is demanded at trial.

18.  Denied. The averments of this Paragraph purport to summarize the Agreement,
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written documents, such
averments are specifically denied, and strict proof thereof is demanded at trial. Additionally, the
averments of this Paragraph constitute conclusions of law to which no response is required. To
the extent that a response is required, the averments of this Paragraph are specifically denied and
strict proof thereof is demanded at trial. By way of further response, South Middleton’s payment
for capital contribution costs is calculated pursuant to Paragraph 7.A. of the Agreement and is
distinct from South Middleton’s payment for costs of operation and maintenance of the Plant,
which is calculated pursuant to Paragraph 7.B. of the Agreement.

19. Denied. The averments of this Paragraph purport to summarize the Agreement,
which ts a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written documents, such
averments are specifically denied, and strict proof thereof is demanded at trial. Additionally. the
averments of this Paragraph constitute conclusions of law to which no response is required. To
the extent that a response 1s required, the averments of this Paragraph are specifically denied and
strict proof thereof is demanded at trial. By way of further response, footnote 6 of this Paragraph
purports to summarize and refer to the reconciliation reports issued by Mount Holly for years 2021,
2022, and 2023. It is specifically denied that Exhibit B of the Second Amended Complaint consists

of the complete and all reiterations of reconciliation report for 2021 and further specifically denied
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that Exhibit C of the Second Amended Complaint consists of the complete and all reiterations of
reconciliation report for 2022,

20.  Denied. The averments of this Paragraph purport to summarize the Agreement,
which is a document in writing that speaks for itself. To the extent that the averments of this
Paragraph may be inconsistent with or an attempt to characterize the written documents, such
averments are specifically denied, and strict proof thereof is demanded at trial. Additionally, the
averments of this Paragraph constitute conclusions of law to which no response is required. To
the extent that a response is required, the averments of this Paragraph are specifically denied and
strict proof thereof is demanded at trial.

21.  Dented. The averments of this Paragraph and footnote thereto purport to
summarize the Agreement and the May 10, 2022 letter to Plaintiff from South Middleton
Authority’s Manager, which are documents in writing that speaks for themselves. To the extent
that the averments of this Paragraph may be inconsistent with or an attempt to characterize the

written documents, such averments are specifically denied, and strict proof thereof is demanded at
trial.  Additionally, the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are

specifically denied and strict proof thereof is demanded at trial. By way of further response, South
Middleton incorporates its response to Paragraph 3 above.

22, Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. By way of further response,

Plaintiffs allege for the first time in their Second Amended Complaint that Plaintiffs owe

Defendants money for 2021 where Plaintiffs previously claimed through prior reconciliation
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reports, correspondence, the initial Complaint, and the Amended Complaint that Defendants owed
Plaintiffs money for 2021. See Complaint at 99 22-24, 26, 35-36: Amended Complaint at 99 22-
23.27,40-41.
2022: Defendants First Breach and Refusal to Pay
23.  Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. Additionally, the averments of
this Paragraph purport to summarize the 2023 reconciliation report issued by Mount Holly, which
is a document in writing that speaks for itself. To the extent that the averments of this Paragraph
may be inconsistent with or an attempt to characterize the written document. such averments are
specifically denied, and strict proof thereof is demanded at trial. By way of further response, the
2023 reconciliation report demonstrates that Mount Holly inconsistently, incorrectly. and untimely
calculated the claimed amount that South Middleton allegedly owes for 2022.

24. Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. Additionally, the averments of
this Paragraph refer to the 2023 reconciliation report issued by Mount Holly, which is a document
in writing that speaks for itself. To the extent that the averments of this Paragraph may be
inconsistent with or an attempt to characterize the written document, such averments are
specifically denied. and strict proof thereof is demanded at trial. By way of further response, South
Middleton incorporates its response to Paragraph 23 above.

25 Denied the averments of this Paragraph constitute conclusions of law to which no

response is required. To the extent that a response is required, the averments of this Paragraph are



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

specifically denied and strict proof thereof is demanded at trial. By way of further response, South
Middleton has made good faith payments to Mount Holly, which good faith payments represent
payment in full through the third quarter of 2024 under the Agreement.

26.  Admitted in part; denied in part. It is admitted only that Defendants paid Plaintiffs
$100,000 on August 31,2023. The remaining averments of this Paragraph constitute conclusions
of law to which no response is required. To the extent that a response is required, the averments
of this Paragraph are specifically denied and strict proof thereof is demanded at trial. By way of
further response, the $100,000 payment referenced in this Paragraph was enclosed with the letter
dated September 14, 2023, which is a document in writing that speaks for itself. To the extent that
the averments of this Paragraph may be inconsistent with or an attempt to characterize the written
document, such averments are specifically denied, and strict proof thereof is demanded at trial.

27.  Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response 1s required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. Additionally, the averments of
this Paragraph purport to summarize the 2023 reconciliation report issued by Mount Holly, which
1s a document in writing that speaks for itself. To the extent that the averments of this Paragraph
may be inconsistent with or an attempt to characterize the written document, such averments are
specifically denied. and strict proof thereof is demanded at trial, By way of further response, the
2023 reconciliation report demonstrates that Mount Holly wrongly asserted that South Middleton
owes Mount Holly any money for 2021. The 2023 reconciliation report further demonstrates that

Mount Holly inconsistently. incorrectly, and untimely calculated the claimed amount that South

Middleton allegedly owes for 2022.
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28. Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. By way of further response, the
2023 reconciliation report issued by Mount Holly demonstrates that Mount Holly inconsistently.
incorrectly, and untimely calculated the claimed amount that South Middleton allegedly owes for
2022.

2023: Defendants Second Breach and Refusal to Pay

29.  Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. Additionally, the averments of

this Paragraph purport to summarize the 2023 reconciliation report issued by Mount Holly, which
is a document in writing that speaks for itself. To the extent that the averments of this Paragraph
may be inconsistent with or an attempt to characterize the written document, such averments are
specifically denied, and strict proof thereof is demanded at trial. By way of further response, the
2023 reconciliation report demonstrates that Mount Holly wrongly asserted that South Middleton
owes Mount Holly any money for 2021. The 2023 reconciliation report further demonstrates that
Mount Holly inconsistently, incorrectly, and untimely calculated the claimed amount that South
Middleton allegedly owes for 2022.

30.  Admitted in part; denied in part. It is admitted only that Defendants received the
2023 reconciliation report on March 28, 2024. But the 2023 reconciliation report is a document
in writing that speaks for itself. To the extent that the averments of this Paragraph may be

inconsistent with or an attempt to characterize the written document, such averments are

10



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

specifically denied, and strict proof thereof is demanded at trial. By way of further response, South
Middleton incorporates its response to Paragraph 29 above.

31. Admitted in part; denied in part. It is admitted only that Defendants have not paid

the amount that Plaintiffs claim Defendants owe for 2023, It is specifically denied that the amount
Plaintiffs claim Defendants owe for 2023 is accurate and owed by Defendants to Plaintiffs under
the Agreement. By way of further response, on April 25, 2024, South Middleton made a good
faith payment to Mount Holly in the amount of $82.651.60 at the request of Mount Holly’s
February 20, 2024 letter. See Exhibit F to Plaintiffs’ Amended Complaint at p. 3. As alleged in
Mount Holly’s February 20, 2024 letter, South Middleton’s $82,651.60 good faith payment
“represent{ed] 75% of the outstanding invoiced principal balance from 2022 and 2023." ld

Additionally. on September 27, 2024, South Middleton made a good faith payment to Mount Holly

in the amount of $149,378.52 representing payment owed by South Middleton under the
Agreement through the third quarter of 2024.

32. Denied the averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response,
South Middleton incorporates its response to Paragraph 31 above.

2024: Defendants Third Breach and Refusal to Pay

33.  Denied the averments of this Paragraph constitute conclusions of law to which no
response is required. To the extent that a response is required, the averments of this Paragraph are
specifically denied and strict proof thereof is demanded at trial. Additionally, the averments of
this Paragraph purport to summarize the 2023 reconciliation report issued by Mount Holly, which

is a document in writing that speaks for itself. To the extent that the averments of this Paragraph

11
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may be inconsistent with or an attempt to characterize the written document, such averments are
specifically denied, and strict proof thereof is demanded at trial. By way of further response, on
September 27, 2024, South Middleton made a good faith payment to Mount Holly in the amount
of $149.378.52 representing payment owed by South Middleton under the Agreement through the
third quarter of 2024,

34. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response,
South Middleton incorporates its response to Paragraph 33 above.

35.  Admitted in part; denied in part. It is admitted only that Defendants received the
2023 reconciliation report and therefore the amount Plaintiffs demanded for 2024 on March 28,

2024. The 2023 reconciliation report is, however, a document in writing that speaks for itself. To

the extent that the averments of this Paragraph may be inconsistent with or an attempt to

characterize the written document, such averments are specifically denied, and strict proof thereof

is demanded at trial.

36.  Admitted. By way of further response, Defendants’ payment of $82.651.60 was
requested by Plaintiffs’ February 20, 2024 letter as a good faith payment in a purported attempt by
Plaintiffs to cooperate. By letter dated April 15, 2024, Defendants notified Plaintiffs that
Defendants plan to remit payment of $82.651.60 and requested a meeting for the parties to discuss
and try to resolve the payment disputes.  On April 25, 2024, Defendants paid Plaintiffs the
requested $82,651.60 in good faith. On May 3, 2024, Plaintiffs filed this lawsuit. Additionally,
Detendants® $82,651.60 represented good faith payment for Defendants’ alleged outstanding

balances for 2022 and 2023. South Middleton incorporates its response to Paragraph 33 above.

12
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37.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response,

South Middleton incorporates its response to Paragraph 33 above.

COUNTI
Breach of Contract (for 2022)

38.  Defendants incorporate the foregoing paragraphs as if the same were set forth fully

herein.

39.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required.

40.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial.

41.  Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it

is specifically denied that the 2022 reconciliation report issued in May 2023 was Mount Holly’s

“final *bill” for 2022. To the contrary, the 2022 reconciliation report issued in May 2023 alleges

that South Middleton owes $167.545.59 for 2022. But the 2023 reconciliation report subsequently

issued on March 28, 2024, alleges that South Middleton owes $178.509.51 for 2022.
42, Denied. The averments of this Paragraph constitute conclusions of law to which
no response 1s required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response, it

is specifically denied that Defendants breached the Agreement and further specifically denied that

13
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Defendants in any way violated “the duty of good faith and fair dealing.” To the contrary,

Plaintifts breached the Agreement and violated the duty of good faith and fair dealing by issuing
untimely, inconsistent, and incorrect reconciliation reports and calculations of payments allegedly
owed by South Middleton under the Agreement and refusing to meet with South Middleton to
resolve the disputes. South Middleton repeatedly conveyed legitimate concerns regarding Mount
Holly’s calculations of payments allegedly owed under the Agreement and has made good faith

payments to Mount Holly representing payment owed through the third Quarter of 2024.

43. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial.

44, Admitted. By way of further response, as stated in South Middleton’s letter dated

September 14, 2023, enclosing the $100,000 payment, South Middleton stated disagreement and
concerns regarding Mount Hollys calculations of purported payments owned by South Middleton
under the Agreement for 2021, 2022. and estimated payments for 2023, but remitted the $100.000
payment in good faith as an initial payment while the calculations were discussed.

45.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response 1s required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response,

Plaintiffs allege for the first time in their Second Amended Complaint that Plaintiffs owe

Defendants money for 2021 where Plaintiffs previously claimed through prior reconciliation

reports, correspondence, the initial Complaint, and the Amended Complaint that Defendants owed

Plaintiffs money for 2021. See Complaint at 1 22-24, 26, 35-36; Amended Complaint at 99 22-
23,27, 40-41.

14
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46.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response, it

is specifically denied that Defendants breached the Agreement and further specifically denied that

“Plaintiffs have suffered damages of $75,344.31 for 2022

WHEREFORE, Defendants respectfully request that this Court dismiss Plaintiffs

Complaint with prejudice and enter Judgment against Plaintiffs and in Defendants’ favor.

COUNT 11
Breach of Contract (for 2023)

47. Defendants incorporate the foregoing paragraphs as if the same were set forth fully

herein.

48.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required.

49.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial.

50.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response,

Defendants specifically deny that the calculations listed in the 2023 reconciliation report are
accurate and in compliance with the Agreement.

531. Denied. The averments of this Paragraph constitute conclusions of law to which

no response 1s required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial.

15
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52. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial,

53. Denied. The averments of this Paragraph constitute conclusions of law to which

no response 1s required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that Defendants breached the Agreement and further specifically denied that
“Plaintiffs have suffered damages of $219,079.03 for 2023.”

WHEREFORE, Defendants respectfully request that this Court dismiss Plaintitfs’

Complaint with prejudice and enter Judgment against Plaintiffs and in Defendants’ favor.

COUNT III
Breach of Contract (for the first two quarters of 2024)

54. Defendants incorporate the foregoing paragraphs as if the same were set forth fully

herein.

55. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required.

36.  Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial.

57. Admitted in part; denied in part. It is admitted only that Defendants recejved the

2023 reconciliation report on March 28. 2024. But the 2023 reconciliation report is a document
in writing that speaks for itself. To the extent that the averments of this Paragraph may be
inconsistent with or an attempt to characterize the written document, such averments are

specifically denied. and strict proot thereof is demanded at trial. The remaining averments of this

16
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Paragraph constitute conclusions of law to which no response is required. To the extent that a

response is required, the remaining averments of this Paragraph are specifically denied and strict

proof thereof is demanded at trial. By way of further response, it is specifically denied that

“Defendants owe Plaintiffs $177.411, payable quarterly™ for 2024. South Middleton has made

good faith payments to Mount Holly, which good faith payments represent payment in full through
the third quarter of 2024 under the Agreement.

58. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. Additionally, the averments

of this Paragraph purport to summarize the Agreement which is a document in writing that speaks
for itself. To the extent that the averments of this Paragraph may be inconsistent with or an attempt
to characterize the written document, such averments are specifically denied, and strict proof

thereof is demanded at trial. By way of further response, South Middleton incorporates its

response to Paragraph 57 above.

59. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response 1s required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that South Middleton breached the Agreement. Additionally, South

Middleton incorporates its response to Paragraph 57 above.

60. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response s required, the averments of this Paragraph

are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
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is specifically denied that South Middleton “owe[s] Plaintiffs $88,705.50 [f]or the first two

quarters of 2024.” South Middleton incorporates its response to Paragraph 57 above.

6l.  Admitted. By way of further response, Defendants’ payment of $82.651.60 was

requested by Plaintiffs’ February 20, 2024 letter as a good faith payment representing Defendants’
alleged outstanding balances for 2022 and 2023.

62. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that “Defendants still owe Plaintiffs $6,053.90. . . for the first two quarters
02024 South Middleton incorporates its response to Paragraph 57 above.

63. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that Defendants have breached the Agreement and further specifically denied

that “Plaintiffs have suffered damages of $6,053.90 for the first two quarters of 2024.” South

Middleton incorporates its response to Paragraph 57 above.
WHEREFORE, Defendants respectfully request that this Court dismiss Plaintiffs’
Complaint with prejudice and enter Judgment against Plaintiffs and in Defendants’ favor.
CONCLUSION
64. Defendants incorporate the foregoing paragraphs as if the same were set forth fully

herein.

65. Denied. The averments of this Paragraph constitute conclusions of law to which

no response is required. To the extent that a response is required, the averments of this Paragraph
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are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that Defendants have breached the Agreement and further specifically denied
that Defendants owe Plaintiffs the amounts alleged.

66. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial. By way of further response, it
is specifically denied that Defendants have breached the Agreement and further specifically denied
that “Defendants owe Plaintiffs $300,477.24.” To the contrary, Defendants have paid in full the
amounts due and owing to Plaintiffs pursuant to the Agreement.

67. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial.

68. Denied. The averments of this Paragraph constitute conclusions of law to which
no response is required. To the extent that a response is required, the averments of this Paragraph
are specifically denied and strict proof thereof is demanded at trial.

WHEREFORE, Defendants respectfully request that this Court dismiss Plaintiffs’
Complaint with prejudice and enter judgment against Plaintiffs and in Defendants” favor.

NEW MATTER

69. Paragraphs | through 68 of Defendants’ Answer to Plaintiffs’ Second Amended

Complaint are incorporated herein by reference as if set forth at length here.
70. On November 14, 1977, South Middleton and Mount Holly entered into the

“Agreement for Treatment of Sewage,” a copy of which is attached as Exhibit A to Plaintiffs’

Second Amended Complaint.
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71.  The terms for South Middleton’s capital contribution pursuant to Paragraph 7.A. of
that agreement were amended by the “Amendatory Agreement” entered into on August 24, 1979.
See “Amendatory Agreement,” attached as part of Exhibit A to Plaintiffs’ Amended Complaint.
The “Agreement for Treatment of Sewage,” and “Amendatory Agreement” are referred to
collectively herein as the “Agreement.”

72. Pursuant to the Agreement, the Mount Holly Springs Sewage Treatment Plant (the
“Plant™) was being renovated and expanded and Mount Holly agreed to reserve an average daily
flow of 200,000 gallons for South Middleton in the Plant. Agreement at 9 3.

73.  In exchange for the capacity reserved for South Middleton in the Plant, South
Middleton paid Mount Holly a capital contribution calculated pursuant to Paragraph 7.A. of the
Agreement (the “Capital Contribution Payment™). Agreement at § 7.A.

74.  Under Paragraph 7.B. of the Agreement, South Middleton also agreed to pay Mount
Holly payments consisting of “[a]ll the direct expenses and costs of adequate, proper, etfective
and reasonable operation, maintenance and repair of the Plant,” (hereinafter referred to as the
“Operation and Maintenance Payment™). Agreement at ¥ 7.B.1.

75. “Plant™ is defined under the Agreement as “the Mount Holly Springs Sewage
Treatment Plant and all interceptors and force mains owned by the Mount Holly Springs Authority
through which sewage discharged from the South Middleton System flows or is pumped.”

Agreement at § 1.(K).

76. The Operation and Maintenance Payment is distinct from the Capital Contribution
Payments.
77.  Any costs related to capital contributions must be charged pursuant to Paragraph

7.A. of the Agreement.
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78. The Operation and Maintenance Payment is calculated pursuant to Paragraph 7.B.
of the Agreement.

79. Specifically, the Operation and Maintenance Payment is an “annual sum” that is
“payable in quarterly installments,” and calculated as follows:

by adding together Items (1) to (4), below, inclusive, set forth in this
subparagraph [7.]B, then multiplying the result of said calculation
by the quotient obtained by dividing the greater of (1) 100,000
gallons times the number of days involved. or (2) the number of total
gallons of flow of sewage and wastes discharged by the South
Middleton System to the Plant; by the number of total annual gallons
of flow of sewage and wastes to the Plant from all sources; then
deducting from said sum the pro rata share of the sum described in
Item (5) of this paragraph B, which pro rata share shall be
determined according to the ratio of responsibility of South
Middleton Authority for payment of capital costs under paragraph
TA.
Agreement at § 7.B.

80.  Paragraph 7.B. of the Agreement further provides that the “[q]uarterly payments
shall be based on the annual estimated costs of operation and maintenance of the Plant determined
as above provided and based on estimated flows, with a reconciliation of the final credit due to the
appropriate party to be made, based on actual audited costs of the operation and maintenance and
minimum or actual annual flows, as appropriate, within three months after the end of each year.”
Agreement at § 7.B.

81.  Mount Holly has historically provided South Middleton with “reconciliation
reports” after the end of each year in an effort to comply with Paragraph 7.B. of the Agreement.

82.  These reconciliation reports purport to contain Mount Holly’s calculation of the

actual audited Operation and Maintenance Payment allegedly owed by South Middleton for the

prior calendar year.
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83.  The purpose of the reconciliation reports was intended to determine and reconcile
any discrepancy between the Operation and Maintenance Payments made by South Middleton in
a given year based on estimated costs and South Middleton’s share of the actual operation and
maintenance costs incurred by Plaintiffs in that same year.

84.  The reconciliation reports are also purposed to estimate South Middleton’s alleged
share of operational costs for the ensuing calendar year based on Mount Holly’s Proposed Sewer
Operating Fund Budget, that is, establishing the Operation and Maintenance Payment for the next
year.

85. A timely, accurate reconciliation process and report for each calendar year is
theretore a condition precedent that must be completed before South Middleton is obligated to pay
both: (1) the Operation and Maintenance reconciliation payment, if any, for that calendar year
under Paragraph 7.B. of the Agreement; and (2) the quarterly Operation and Maintenance
Payments for the subsequent calendar year under Paragraph 7.B. of the Agreement.

86. Mount Holly admits that the Agreement requires Mount Holly to issue its
reconciliation reports by March 31 after the end of each calendar year. See February 20, 2024
letter attached as Exhibit F to Plaintiffs’ Amended Complaint.

87. Pursuant to the Agreement, South Middleton is only supposed to pay for “the direct
expenses and costs” for “operation, maintenance and repair of the Plant.” Agreement at § 7.B.

88. Prior to the 2021 reconciliation process, Mount Holly historically applied
adjustments to the calculations during the reconciliation process that, upon information and belief,
were designed not to charge South Middleton for any costs and expenses that were unrelated to

operation, maintenance, and repair of the Plant, e.g., Mount Holly’s collection system and other
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similar costs and expenses. See, e.g., 2020 Reconciliation Report attached hereto as Exhibit “A”
atp.3,6.

89.  Beginning with the 2021 reconciliation process, Mount Holly issued untimely.
incorrect, and inconsistent reconciliation reports and calculations of the Operation and
Maintenance Payments allegedly owed by South Middleton.

90.  Mount Holly did not issue its 2021 Reconciliation Report until December 19, 2022,
and did not issue its 2022 Reconciliation Report until May 3, 2023. See 2021 and 2022
Reconciliation Reports attached hereto as Exhibits B and C, respectively.

91. The 2021 Reconciliation Report claimed that South Middleton owed Mount Holly
$5,071.47 for the reconciliation of 2021 Operation and Maintenance Payment and that South
Middleton’s total estimated Operation and Maintenance Payment for 2022 was to be $189.437.00.
See Exhibit B at p. 5, 7.

92.  The 2022 Reconciliation Report claimed that South Middleton owed Mount Holly
$167.545.59 for the reconciliation of 2022 Operation and Maintenance Payment and that South
Middleton’s total estimated Operation and Maintenance Payment for 2023 was to be $104,881.00.
See Exhibit C at p. 5. 7.

93. South Middleton made Mount Holly aware that the 2021 and 2022 Reconciliation
Reports and therefore Mount Holly’s calculations for South Middleton’s Operations and
Maintenance Payments for the reconciliation of 2021 and 2022, and estimated payments for 2023
were wrong. See September 14, 2023 correspondence attached hereto as Exhibit “D.”

94. Specifically, the 2021 and 2022 Reconciliation Reports contained incorrect flow

figures, which figures are essential for determining the Operation and Maintenance Payments.
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95.  The 2021 and 2022 Reconciliation Reports also failed to provide the historical and
necessary adjustments to not charge South Middleton for costs and expenses unrelated to the Plant.

96.  The 2021 and 2022 Reconciliation Reports also included costs and expenses related
to Mount Holly's capital improvements in South Middleton’s alleged Operation and Maintenance
Payments, which capital charges are separate and calculated pursuant to Paragraph 7.A. of the
Agreement. Id.

97.  Due to the concerns related to Mount Holly's calculations of Operation and
Maintenance Payments allegedly owed by South Middleton for reconciliation payments for 2021
and 2022 and estimated costs for 2023, South Middleton remitted $100,000 as an initial good faith
payment while affording Mount Holly an opportunity to address the concerns. Id.

98.  Mount Holly subsequently provided South Middleton with “Revised” 2021 and
2022 Reconciliation Reports by way of letter dated February 14, 2024. See 2021 and 2022 Revised
Reconciliation Reports attached hereto as Exhibits “E” and “F.,” respectively; see February 14,
2024 letter attached as Exhibit F to Plaintiffs” Amended Complaint. Despite being characterized
as “Revised,” these reports did not change or remedy the calculations for South Middleton’s
purported Operations and Maintenance Payments.

99.  The Revised 2021 Reconciliation Report was apparently done to only “more
accurately listed as a separate line item™ a credit that South Middleton received for overpayment
for 2021. See February 14, 2024 letter attached as Exhibit F to Plaintiffs’ Amended Complaint.

100. The calculations in the Revised 2021 Reconciliation remained the same as the
initial 2021 Reconciliation Report, with Mount Holly again claiming that South Middleton owed

Mount Holly $5.071.47 for the reconciliation for 2021 Operation and Maintenance Payment and
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that South Middleton’s total estimated Operation and Maintenance Payment for 2022 was
$189,437.00. See Exhibit E at p. 5. 9.

101.  Like the initial 2021 Reconciliation Report, the Revised 2021 Reconciliation
Report contained incorrect flow figures, failed to provide the historical and necessary adjustments
to not charge South Middleton for costs and expenses unrelated to the Plant, and improperly
included costs and expenses related to Mount Holly’s capital improvements in South Middleton’s
alleged amount owed for the Operation and Maintenance Payments.

102. The Revised 2021 Reconciliation Report therefore once again incorrectly
calculated South Middleton’s Operations and Maintenance Payments.

103.  For the Revised 2022 Reconciliation Report, Plaintiffs conceded that the initial
2022 Reconciliation Report contained an error in the flow figures and assert that the flow figure
of 0.577 million gallons should have been the figure “for both the average and minimum flow line
items (as there is no minimum flow for MHSBA under the IMA).” Amended Complaint at Exhibit
F, p. 2. Plaintiffs further claim that the 2022 Revised Reconciliation Report “reflects this
correction,” Le., the 2022 Revised Reconciliation Report should list both the average and minimum
flow lines as 0.577 million gallons. /d. But the 2022 Revised Reconciliation Report lists the
minimum daily flow as “0.337577" million gallons. Exhibit C at p. 7; Exhibit F at p. 7.

104. It is therefore clear that Plaintiffs disagree with, yet failed to correct, the flow
figures contained in the 2022 Revised Reconciliation Report, which figures are essential for
determining the Operation and Maintenance Payments.

105. In addition to incorrect flow figures, like the initial 2022 Reconciliation Report, the
Revised 2022 Reconciliatoin Report fails to provide the historical and necessary adjustments to

not charge South Middleton for costs and expenses unrelated to the Plant, and improperly includes
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costs and expenses related to Mount Holly’s capital improvements in South Middleton’s alleged
Operation and Maintenance Payments owed.

106. The calculations in the Revised 2022 Reconciliation remained the same as the
initial 2022 Reconciliation Report, again claiming that South Middleton owed Mount Holly
$5,071.47 for the 2021 Operation and Maintenance Payment and that South Middleton’s total
estimated Operation and Maintenance Payment for 2022 was $189,437. See Exhibit F.

107. The Revised 2022 Reconciliation Report therefore once again incorrectly
calculated South Middleton’s Operations and Maintenance Payments.

108.  Counsel for Mount Holly has admitted via email dated October 9, 2023, that Mount
Holly miscalculated the amount of Operation and Maintenance Payments owed by South
Middleton. See the October 9, 2023 email attached hereto as Exhibit “G.”

109. Mount Holly admits in their February 20, 2024 letter that South Middleton “has
raised numerous outstanding grievances in recent years” regarding Mount Holly’s billing and
reconciliations under the Agreement, including Mount Holly’s “delays in calculating
reconciliations for the prior years’ sewer billing, for which the [Agreement| establishes a March
31 deadline.” and that South Middleton “has challenged certain flow calculations and expense line
items in rate formula used by” Mount Holly. Exhibit F to Amended Complaint at p. 1.

110. Plaintiffs further admit in their February 20, 2024 letter that South Middleton “has
raised some legitimate concerns requiring attention.” Id. at p. 1-2.

111. Additionally, Mount Holly requested South Middleton to “remit a good faith
payment in the amount of $82,651.60, representing 75% of the outstanding invoice principal

balance from 2022 and 2023.” Id. at p. 3.
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112. By letter dated April 15, 2024, South Middleton notified Mount Holly that South
Middleton will provide the requested good faith payment of $82,651.60. See April 15, 2024 letter
attached hereto as Exhibit “H.”

113. On April 25, 2024, South Middleton remitted the good faith payment of $82,651.60
to Mount Holly.

114, On March 28, 2024, Mount Holly issued the 2023 Reconciliation Report. See the
2023 Reconciliation Report attached as Exhibit D to the Second Amended Complaint.

115.  Like the initial and revised 2021 and 2022 Reconciliation Reports, the 2023
Reconciliation Report contained incorrect flow figures, failed to provide the historical and
necessary adjustments to not charge South Middleton for costs and expenses unrelated to the Plant,
and improperly included costs and expenses related to Mount Holly’s capital improvements in
South Middleton’s alleged Operation and Maintenance Payments owed.

116.  The 2023 Reconciliation Report claimed that Mount Holly revised the amount of
the Operations and Maintenance Payment allegedly owed by South Middleton for 2022 for
“Calculation Error” and “Updated Flow Rates.” Id at p. 5.

117. The 2023 Reconciliation Report claimed that Mount Holly owes South Middleton
$3.165.20 for the 2021 Operation and Maintenance Payment. /d. at p. 5.

118.  The 2023 Reconciliation Report claimed that South Middleton owes Mount Holly
$178,509.51 for the 2022 Operation and Maintenance Payment, $219.079.03 for the 2023
Operation and Maintenance Payment, and a total of $177.411 for the 2024 estimated Operation

and Maintenance Payment. /d.
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119. The 2023 Reconciliation Report incorrectly calculates the amount of Operation and
Maintenance Payments allegedly owed by South Middleton for 2021, 2022, 2023 and the estimated
Operation and Maintenance Payment allegedly owed for 2024.

120.  Mount Holly has never provided correct reconciliation reports that would even
trigger any Operation and Maintenance Payments for 2021, 2022, 2023, and 2024.

121. Mount Holly is improperly seeking to require South Middleton to pay interest on
Operation and Maintenance Payments allegedly owed for 2022, 2023. and 2024, where such
amounts have been untimely calculated, inconsistent, not final, and miscalculated. See Second
Amended Complaint WHEREFORE Clauses at p. 8-11.

122, Mount Holly is improperly secking to recover from South Middleton interest upon
interest for amounts allegedly owed for 2022 despite payments made by South Middleton.

123. The 2023 Reconciliation Report improperly seeks to require South Middleton to
pay “[i]nterest for 2022” payments allegedly owed beginning on May 1, 2023. See Exhibit D to
Plaintiffs’ Second Amended Complaint at p. 5.

124, Additionally, South Middleton’s $82.651.60 good faith payment made on April 25,
2024 was made at the request of Mount Holly, was expressly for the alleged outstanding balance
from 2022 and 2023, and should have been applied to payments allegedly owed for 2022 and 2023.

125. But Mount Holly has improperly applied South Middleton’s $82.651.60 good faith
payment made on April 25, 2024, to payments allegedly owed for the first two quarters of 2024,
thereby artificially increasing the amount of interest South Middleton allegedly owes. Second
Amended Complaint at 44 36-37, 61-62: Exhibit D to Second Amended Complaint at p. 5.

126.  On September 27, 2024, South Middleton remitted to Mount Holly a good faith

payment in the amount of $149,378.52 representing payment of South Middleton's Operation and
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Management Payment in full through the third quarter of 2024. See September 27, 2024 letter
attached hereto as Exhibit “[.”

127. South Middleton has, to date, paid Mount Holly in full for all amounts allegedly
due based upon the information available to South Middleton regarding its share of costs and the
calculation of its Operation and Maintenance Payments under the Agreement for the years in
question.,

128.  Mount Holly, despite accepting these payments, has persisted with its claims in this
suit.

129.  Additionally, despite requests from South Middleton, Mount Holly has consistently
failed or refused to provide South Middleton with sufficient tinancial information to ensure the
accuracy of the amounts Mount Holly claims it is owed.

130. Mount Holly’s failure to supply South Middleton with the information requested
constitutes a breach of the Agreement.

131. Moreover, Mount Holly has breached the Agreement by issuing untimely,
inconsistent, not final, and improperly calculated reconciliation reports at least for 2021, 2022, and
2023.

132, Upon information and belief, since at least the 2021 reconciliation process and
continuing to the present, Mount Holly has improperly charged South Middleton excessive
Operation and Maintenance Payments by unlawfully including costs that South Middleton has no
contractual obligation to share in.

133. By way of example, and without limitation, during the 2021, 2022, and 2023

reconciliation process, Mount Holly improperly charged South Middleton for costs and expenses
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related to Mount Holly’s collection system and for other costs and expenses not related to the
operation, maintenance, and repair of the Plant.

134, The 2020 Reconciliation Report adjustments included, inter alia, the following line
items: Sewage Collection, Engineer Expense (*[a]djustment for engineering services associated
with development inspections, authority business, and Borough collection system™).
Supervision/Billing, Labor: Collection System, and Software Support. Exhibit A at p. 3.

135.  In the 2020 Reconciliation Report, Mount Holly appears to have afforded South
Middleton a 100% adjustment and therefore not charged South Middleton for costs and expenses
related to Sewage Collection, Labor: Collection System, Engineer Expense, Supervision/Billing,
and Software Support. Id at 2-3.

136.  Inthe Revised 2021 Reconciliation Report, however, Mount Holly failed to provide
a commensurate adjustment, resulting in South Middleton being billed for costs and expenses
related to Supervision/Billing, that are not to be billed to South Middleton under the Agreement.
See Exhibit E at p. 6-7.

137.  Similarly, the Revised 2022 Reconciliation Report indicates that South Middleton
was given no reduction for costs and expenses related to Sewage Collection, Software Support.
and Supervision/Billing, which are not to be billed to South Middleton under the Agreement. See
Exhibit F at p. 6-7.

138.  The 2023 Reconciliation Report indicates that South Middleton was purportedly
given an “[a]djustment for engineering services associated with development inspections,
Authority business, and Borough collection system.” See Exhibit D to Plaintiffs’ Second

Amended Complaint at p. 4 (emphasis added). Mount Holly is, therefore, well aware that that
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South Middleton’s Operation and Maintenance Payments under the Agreement should not include

any costs or expenses unrelated to the Plant, but has charged South Middleton for the same anyway.
139.  The 2023 Reconciliation Report indicates that South Middleton was given no

reduction for costs and expenses related to Software Support and Supervision/Billing. /d.

140. By way of further example, and without limitation, Mount Holly’s purported
expenses for sewer Administration & Operations have continued to increase significantly in recent
years without explanation or detailed accounting.

141.  The 2020 Reconciliation Report stated Mount Holly’s Total Administration &
Operations expense for sewer in 2020 was $75,592.14. Exhibit A at p. 2.

142, The 2020 Reconciliation Report further stated that the estimated expenses for
Mount Holly’s Total Administration & Operations for sewer in 2021 was $68,350.00. Id. at p. S.

143, Mount Holly’s 2021 Revised Reconciliation Report states that the Total
Administration & Operations expenses for sewer for 2021 was $83,553.85. Exhibit E at p. 5.

144.  Mount Holly’s 2022 Revised Reconciliation Report states that the Total
Administration & Operations expenses for sewer for 2022 was $102,745.20. Exhibit F at p. 5.

145, Mount Holly’s 2023 Reconciliation Report states that the Total Administration &
Operations expenses for sewer for 2023 was $123,877.79. Exhibit D to Plaintiffs’ Second
Amended Complaint at p. 5.

146.  Likewise, Mount Holly Spring Authority’s Independent Auditor's Reports
demonstrate that beginning in 2022, Mount Holly has a substantially higher expense for the
“Administrative Charge” line item for sewer, which is part of Mount Holly’s Total Operations &

Maintenance expenses. But the “Administrative Charge™ for water remains similar to prior years.
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See relevant excerpts of Audit Reports for 2021 through 2023 attached collectively hereto as
Exhibit *J.”

147.  Specifically, Mount Holly Springs Authority’s 2021 Audit Report indicate the
Mount Holly Springs Authority’s “Administrative Charge” for sewer was only $31,969.00 and for
water was $51,540.00. The 2022 Audit Report, however, indicates that the “Administrative
Charge” for sewer grew to $158.310.00 and $34.900.00 for water. The 2023 Audit Report indicate
that the “Administrative Charge” for sewer increased to $200,083.00 sewer and the administrative
charge for water was $34,900.00. /d.

148.  Upon information and belief, the “Administrative Charge™ for both water and sewer
include, at least in part, transfers of funds from Mount Holly Springs Authority to Mount Holly
Springs Borough.

149.  Upon information and belief, since at least the 2021 reconciliation and potentially
dating back through the execution of the Agreement, Mount Holly Springs Borough and Mount
Holly Springs Authority have inflated the Authority’s expenses for sewer, and demanded and
collected resulting revenues from South Middleton as a result in a measure that far exceeds South
Middleton’s proportionate share under the Agreement.

150. Upon information and belief, Mount Holly failed to properly calculate the
Operation and Maintenance Payment in years preceding 2021 to the extent that Mount Holly
improperly included costs and expenses related to Mount Holly’s capital improvements in South
Middleton’s Operation and Maintenance Payments owed under Paragraph 7.A. of the Agreement.

151. Upon information and belief, Mount Holly failed to properly calculate the

Operation and Maintenance Payment in years preceding 2021 to the extent Mount Holly
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improperly included excessive costs for those years that were unrelated to the Plant, which costs

South Middleton has no contractual obligation to share in.

152.  Upon information and belief, Mount Holly brought this suit to obtain legal fees, to
dissolve the Agreement that it unilaterally views as unfair, and to “force South Middleton to come
to the table to re-negotiate the [A]greement.” See Mount Holly Springs Authority’s March 14,

2024 public meeting minutes attached hereto as Exhibit “K.”

153. Moreover, upon information and belief, Mount Holly has collected revenue derived
from the provision of limited sewer service to South Middleton and applied those funds to matters

not directly related to Mount Holly's purpose of providing wastewater service.

154.  Upon information and belief, Mount Holly has transferred funds derived from
sewer service revenue, including those paid by South Middleton, between Mount Holly Springs
Authority and Mount Holly Springs Borough in amounts and for purposes unrelated to the
provision of wastewater service. By way of example and without limitation, the annual audits for
the Borough and Authority indicate the Authority transferring funds derived from sewer service

revenue to the Borough in at least years 2012 through 2023.

155. Upon information and belief, such transfers from the Mount Holly Springs

Authority to the Mount Holly Springs Borough were used to supplement the Borough's general

fund.

156. Plaintiffs’ Second Amended Complaint fails to state a claim for which relief can be

granted.

157. Plaintiffs’ Second Amended Complaint is barred because Plaintiffs have materially

breached the Agreement.

158. South Middleton is entitled to a set-off.
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159 Plaintiffs’ Second Amended Complaint is barred by the doctrine of unclean hands.
160. Plaintiffs’ Second Amended Complaint is barred by the doctrine of payment.
161. Plaintif®s Second Amended Complaint is barred by the affirmative defense of

accord and satisfaction.

162.  Plaintiff’s Second Amended Complaint is barred or limited by the statute of

limitations.

163. Plaintiffs’ Second Amended Complaint is barred by the doctrine of estoppel.

COUNTERCLAIMS AGAINST PLAINTIFFS

COUNT I
Breach of Contract

164, Paragraphs 1 through 163 of South Middleton’s responses and allegations
contained in this Answer with New Matter are incorporated herein by reference as if set forth at
length.

165. The Agreement is a valid and enforceable contract.

166. The purpose of the Agreement was to ensure South Middleton was to pay only its
fair share of the costs and expenses associated with the operation, maintenance, and repair of the
Plant, i.e.. the Operations and Maintenance Payments made pursuant to Paragraph 7.B.

167. The Agreement requires Mount Holly to timely and accurately complete the
reconciliation process and issue reports for each year to correctly calculate South Middleton’s

Operations and Maintenance Payments owed in accordance with the Agreement.

168. The Agreement expressly prohibits Mount Holly from requiring South Middleton
to pay for costs and expenses unrelated to the operation, maintenance, and repair of the Plant.
169. Mount Holly has breached the Agreement by issuing untimely, inconsistent, not

final. and improperly calculated reconciliation reports at least for 2021, 2022, and 2023.
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170. Upon information and belief, since at least the 2021 reconciliation process and
continuing to the present, Mount Holly has improperly charged South Middleton excessive
Operation and Maintenance Payments by unlawfully including costs that South Middleton has no
contractual obligation to share 1n.

171.  Upon information and belief, since at least the 2021 reconciliation process and
continuing to the present, Mount Holly has improperly charged South Middleton excessive
Operation and Maintenance Payments by charging interest, using incorrect flow figures, and
otherwise not abiding by the calculation set forth under Paragraph 7.B. of the Agreement.

172.  Upon information and belief, since at least the 2021 reconciliation process and
continuing to the present, Mount Holly has improperly included expenses and costs related to
capital improvements in South Middleton’s Operations and Maintenance Payments.

173.  Upon information and belief. Mount Holly failed to properly calculate the
Operation and Maintenance Payment in years preceding 2021 to the extent Mount Holly
improperly included excessive costs for those years that were unrelated to the Plant. which costs
South Middleton has no contractual obligation to share in.

174.  The Agreement does not authorize Mount Holly to use sewer revenues derived from
South Middleton to supplement and balance Mount Holly Springs Borough’s General Fund.

175. The Agreement does not authorize Mount Holly Springs Borough to use sewer

revenues derived from South Middleton for non-wastewater purposes.

176.  Upon information and belief, Mount Holly has collected revenue derived from the
provision of limited sewer service to South Middleton and applied those funds to matters not

directly related to Mount Holly’s purpose of providing wastewater service.
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177. Upon information and belief, Mount Holly has transferred funds derived from
sewer service revenue, including those paid by South Middleton, between Mount Holly Springs
Authority and Mount Holly Springs Borough in amounts and for purposes unrelated to the
provision of wastewater service.

178.  Upon information and belief, such transfers from the Mount Holly Springs
Authority to the Borough were used to supplement the Borough’s general fund.

179.  As a result of Mount Holly’s breaches of the Agreement, upon information and
belief, since at least the 2021 reconciliation and potentially dating back through the execution of
the Agreement, South Middleton has been caused to pay sewer charges that far exceed South
Middleton’s proportionate share under the Agreement.

180.  South Middleton believes and avers that its damages exceed the arbitration
threshold.

WHEREFORE, South Middleton respectfulty requests that this Honorable Court enter
Judgment in its favor and against Mount Holly in an amount in excess of the jurisdictional amount
requiring arbitration, and any other relief the Court deems just and appropriate.

COUNT II
Declaratory Judgment
Violation of Municipality Authorities Act, 53 Pa.C.S. § 5601, et seq.
181.  Paragraphs 1 through 180 are incorporated herein by reference as if set forth at

length.

182. Section 5612(a.1) of the Municipal Authorities Act governs Mount Holly

Authority’s expenditure of money.
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183. The Municipal Authorities Act limits the expenditure of collected revenues and
prohibits use of those funds for any purposes other than those set forth in an authority’s articles of

incorporation.
184. The Municipal Authorities Act, 53 Pa.C.S. § 5612(a.1) states:

(1) Money of the authority may not be used for any grant, loan or
other expenditure for any purpose other than a service or project
directly related to the mission or purpose of the authority as set
forth in the articles of incorporation or in the resolution or
ordinance establishing the authority under section 5603 (relating
to method of incorporation).

(2) A ratepayer to an authority shall have a cause of action in the
court of common pleas where the authority is located to seek the
return of money expended in violation of paragraph (1) from the
recipient.

(3) Paragraph (1) shall not apply to the following:

(i) A monetary contribution to a nonprofit community
organization or activity that does not exceed $1,000.

(i) An in-kind service, including the provision of water or
other resources to a nonprofit community organization or activity,

the value of which does not exceed $1,000.

(iii) An agreement for the joint purchase and use of
equipment.

(iv) An agreement for the sharing of equipment during
emergency situations.

185. Mount Holly Springs Authority’s articles of incorporation are expressly limited to
the provision of wastewater and water services.

186. Mount Holly may not use or otherwise expend any money for any other purpose
that is not directly related to wastewater or water services.

187.  Upon information and belief, Mount Holly has transferred funds derived trom

sewer service revenue, including those paid by South Middleton, between Mount Holly Springs
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Authority and Mount Holly Springs Borough in amounts and for purposes unrelated to the
provision of wastewater service.

188. Upon information and belief. such transfers from the Mount Holly Springs
Authority to the Borough were used to supplement the Borough’s general fund and is not directly
related to wastewater services.

189. Pursuant to the Declaratory Judgments Act, 42 Pa.C.S. § 7532, South Middleton
seeks a declaration that the above-identified scheme of balancing the Mount Holly Springs
Borough’s General Fund with revenues derived from sewer service revenue, including those paid
by South Middleton, to the Borough’s general fund constitutes a violation of the Municipality
Authorities Act because Mount Holly Springs Authority unlawfully diverted wastewater revenues
for a non-wastewater purpose.

190. South Middleton seeks a declaration from this Court that Mount Holly Springs
Authority is liable for the return of money expended in violation of the Municipality Authorities
Act to South Middleton.

191. South Middleton believes and avers that its damages exceed the arbitration
threshold.

WHEREFORE, South Middleton respectfully requests that this Honorable Court declare
that Mount Holly Authority’s use of authority money violated the Municipality Authorities Act,
and that South Middleton is, therefore. entitled to a refund in an amount in excess of the
jurisdictional amount requiring arbitration for money collected and expended in violation thereof.

COUNT I
Unjust Enrichment

192.  Paragraphs 1 through 191 are incorporated herein by reference as if set forth at

length.
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193.  Under the Agreement, Mount Holly and South Middle agreed on a calculation and
process for South Middleton to pay its fair share of the costs and expenses associated with the
operation, maintenance, and repair of the Plant ie., the Operations and Maintenance Payments
made pursuant to Paragraph 7.B.

194.  Upon information and belief, Mount Holly breached the Agreement by improperly
charging South Middleton excessive Operation and Maintenance Payments beyond what is
permitted under the Agreement to accumulate an excess of wastewater revenues for the unlawtul
purpose under the Municipality Authorities Act of supplementing Mount Holly Springs Borough’s
General Fund.

195. It would be unjust for Mount Holly to retain the benefits of the revenues received
through the excess Operation and Maintenance Payments made by South Middleton where it
collected and used those revenues for an unlawful purpose.

196. It would be inequitable for Mount Holly to retain the benefits of the revenues
received through the excess Operation and Maintenance Payments made by South Middleton
where it collected and used those revenues for an unlawful purpose.

197. It would be unconscionable for Mount Holly to retain the benefits of the revenues
received through the excess Operation and Maintenance Payments made by South Middleton
where it collected and used those revenues for an unlawful purpose.

198.  South Middleton, therefore, is entitled to collect the overcharges, plus interest, from
Mount Holly under the doctrine of unjust enrichment.

199.  Upon information and belief, Mount Holly’s violation of the Agreement and the

Municipality Authorities Act caused South Middleton to suffer damages that exceed the arbitration

threshold.
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WHEREFORE, South Middleton respectfully requests that this Honorable Court enter
Jjudgment in its favor and against Mount Holly in an amount in excess of the jurisdictional amount
requiring arbitration, and any other relief the Court deems just and appropriate.

COUNT IV
Set-Off

200.  Paragraphs 1 through 199 are incorporated herein by reference as if set forth at
length.

201.  Mount Holly asserts claims for breach of contract for South Middleton’s failure to
pay Operations and Maintenance allegedly owed under the Agreement.

202.  Upon information and belief, Mount Holly, however, has materially breached the
Agreement, engaged in illegal conduct, and has been unjustty enriched by the collection of excess
sewer revenue from South Middleton in violation of the Agreement and the Municipality
Authorities Act.

203, South Middleton is entitled to affirmative relief based upon the excessive Operation
and Maintenance Payments charged and collected from South Middleton and improper use of
sewer revenues derived from it by Mount Holly.

204.  To the extent Mount Holly is deemed liable to South Middleton, South Middleton
is entitled to a reduction in any judgment rendered in favor of Mount Holly by the amount for
which Mount Holly is deemed liable to South Middleton under the doctrine of set-off.

205.  To the extent that the set-off amount exceeds any amount awarded to Mount Holly,
South Middleton is entitled to aftirmative recovery.

206. South Middleton believes and avers that its damages exceed the arbitration

threshold.

40



WHEREFORE, South Middleton respectfully requests that this Honorable Court enter
judgment in its favor and against Mount Holly in an amount in excess of the jurisdictional amount

requiring arbitration, and any other relief the Court deems just and appropriate.
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Date: October 11, 2024
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Respectfully submitted,
SALZMANN HUGHES, P.C.

/s/ Isaac P, Wakefield

Isaac P. Wakefield

Attorney ID No. 311909

G. Bryan Salzmann

Attorney ID No. 61935

Elana D. Schnall

Attorney ID No. 322812

1801 Market Street, Suite 300

Camp Hill, PA 17011

Telephone: (717) 234-6700

Fax: (717) 249-7334

Email: iwakefield@salzmannhughes.com
Email: gbsalzmann@salzmannhughes.com
Email: eschnall@salzmannhughes.com
Attorneys for Defendants
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VERIFICATION

[ have read the statements made in this document and they are true and correct to the best of

my knowledge, information, and belief. I understand that false statements herein are made subject to

the penalties of 18 Pa.C.S. § 4904 relating to unsworn falsification to authorities.

South Middleton
Township Municipal Authority

Dated: 10’\ \ /202'—-\ By: \/_}(svuupﬂw /7/@%

J&/ephine Hall, Manager
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Mt. Holly Springs Borough Authority
Statement of Revenues and Expenditures
2020 Final Sewer Operating Fund Budget

REVENUES
Interest Eamlng;
Interest $ 2,254.95
Revenue interest $ 290590
Subtotail $ 5,160.85
State Capital and 0perating Grants
Act 537 Plan Reimbursement 3 -
Subtotal| § -
Sewer

Sewer Charges _ $ 503,595.63
Sewer Charges-Scuth Middieton $ 100,819.56
Sewer Penalties $ 519487

Sewer Connection/Tapping Fees $ -
Sewsr Miscellaneous $§ 1157188
Subtotal} $ 621,181.94
Total Revenues| $ 626.342.79
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Mt. Holly Springs Borough Authority
Statement of Revenues and Expenditures
2020 Final Sewer Operating Fund Budget

EXPENDITURES
Collection System
Materials and Supplies $ -
Maintenance and Repair $  1,169.40
181 $ 13,337.50
Park Street Pump Station Maintenance & Repairs $ -
Subtotal] § 14,506.90
Administration & Operations
Miscellaneous 3 5.00
Audit $ 1,500.00
Engineer Expense $ 22,341.09
 Legal Expense $ 1,634.35
Insurance Expanse $ 10,528.30
State Permit Fee $  1,100.00
Supenvision/Bllling $ 30,100.00
IOverhead $ 7,950.00
Sewage Enforcement Qfficer $ -
Dues, Mileage, Etc. $ 433.40
Subtotal] § 75,592.14
Wastewater Treatment
Operations Salaries $ 091427.07
QOvertime $ 1,115.40
Retirement-Employee Benefits $ -
Unemployment Compensation $ 111184
Workman's Compensation $ 4546.00
Hospital Insurance $ 9,156.67
Social Security $ 6,493.83
Pensian Plan Reimbursement $ _ 50.000.00
Software Support (Billing) $ 445836
Moalerials and Supplies $ 12,512.42
Chemicais S 22,373.30
Laboratory Testing $ 1352226
Gasoline and Oil 5 1.666.98
Heating Oil and Diesel Fuel $ -
Uniform Allowance $ 1,312.71
Misceilansous $ 484.77
Communications $ 3.354.79
Advertising and Printing $ 95.59
Public Utilities $ 32614.87
Repairs and Maintenance Service $  60,249.37
Vehicle Maintanance 3 B34.65

o
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Mt. Holly Springs Borough Authority
Statement of Revenues and Expenditures
2020 Final Sewer Operating Fund Budget

Wastewater Treatment (continued)

Building and Grounds Maintenance

$ 3,167.69
Equipment Rental 3 -
Sludge Disposal $ 33,645.85
Conferences and Training $ 1,015.00
Loan Payment $ 221,000.00
Special Projects 3 -
Capital Improvements $§ 3.961.66
Subtotal| $ 586,111.08
Total Expenditures| $ 676.210.12

Adjustments
Sewage Collection $  (14,506.90)

Engineer Expense

$  (5296.24)

Supervision/Billing

$  (30,100.00)

Sewage Enforcement Officer

Labor: Collection System

Software Support (Authority Billing)

(4.458.36)§

Miscellaneous: Administration & Operations

$
$  (319.99)
$
$

(242.39)]

Loan Payment

$ (221,000.00)]

Subtotal

$ (275,923 .88)

Total 2020 Eﬂible Costs

$ 400,286.24

{b) State Subsidy Deduction (% Total Subsidy)

2 Adjustment for engineering services associated with development inspections, authority business and Borough collection system.

(a) South Middleton Township Municlpal Authority Share of O&M *

(c) Adjusted South Middleton Township Municipal Authority Share (a - b)

(d) Total Billed to South Middleton Township Municipal Authority
(e} Total Accounted for by way of credit to SMTMA 2020 Payment

f) Total Paid on Account By South Middleton Township Municipal Authority'®

$ 107,178.68
$ -
107,178.68
100,819.56

100,819.56

MAmount SMTMA owes MHSBA (f-c)

$
$
$ .
$
$

6,359.12

(3]

Calculation of South Middleton Township Municipal Authority's Share of WWTP Operation:
wwrr TOWNShIp Annuar
Flow Flow Payment
Total Flow (MG) 136.3186 35.6256] $§ 100,819.56
Township Share of O8M Costs
Average Daily Flow (MGD) 0.3735 0.0976 26.1341%
Minimum Daily Flow (MGD) Per 1977 Agreement 0.3735 0.1000 26.7755%,

“Tin cases where MHSBA owes SMTMA for the previous year operations, SMTMA can elect to
have the amount owed to them applied as a credit for the following year's obligation. In cases
where SMTMA owes MHSBA for previous year cperations, a credit does not apply and the value

entered here is zero.

! Reflects total revenue per MHSBA year end actual budget plus MHSBA credit to SMTMA,

3



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

Mt. Holly Springs Borough Authority
Statement of Revenues and Expenditures
Proposed Sewer Operating Fund Budget

January 1 - December 31, 2021

REVENUES

|

Interest Earnings

ﬂl nterest

$ 300000
[Revenue Interest $ 7,000.00
Subtotal $ 10,000.00
State Capital and Operating Grants

Act 537 Plan Reimbursement $ -
Subtotal $ -

Sewer
Sewer Charges $ 581,325.00
Sewer Charges-South Middieton $ 93,000.00
Sewer Penalties $ 800000
Sewer Connection/Tapping Fees $  4,000.00
Sewer Miscellaneous $ -
Subtotal $ 686,325.00
Total Revenues § $§ 696,325.00

4
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Mt. Holly Springs Borough Authority
Statement of Revenues and Expenditures
Proposed Sewer Operating Fund Budget

January 1 - December 31, 2021

EXPENDITURES

m

Collection System

Materials and Supplies $  5,000.00
Maintenance and Repair $  15,000.00
1&I $ 20.000.00
fIPark St. Pump Station Maintenance and Repairs $ 275.00
Subtotal $ 40,275.00
Administration & Operations
Miscellaneous $ -
Audit 3 2,500.00
Engineer Expense $ 10,000.00
Legal Expense $ 3,000.00
Insurance Expense $ 10,000.00
State Permit Fee $ 4,000.00
Supewision/Bii& $ 30,700.00
QOverhead Expenses $  7,950.00
Sewage Enforcement Officer $ -
Dues, Mileage, Efc. $ 200.00
Subtotal $ 68,350.00
Wastewater Treatment (continued)
Operations Salaries $ 89,800.00
Overtime $ 2,000.00
Retirement-Employee Benefits $ -
Software Support $  3,000.00
Unemployment Compensation $ 1,300.00
Workman's Compensation $§ 490000
Hospital Insurance $ 800000
Social Security $  6,000.00
Pension Plan Reimbursement $ 63,000.00
Materials and Supplies $ 28,000.00
Chemicals $ 2500000
Laboratory Testing $ 12,000.00
Gasoline and Qil $  2.000.00
Heating Qil and Diesel Fuel 3 500.00
Uniform Allowance 3 1,200.00
Miscellaneous $ 500.00
Communications $  3,000.00
Advertising and Printing 3 -
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Mt. Holly Springs Borough Authority

Statement of Revenues and Expenditures

Proposed Sewer Operating Fund Budget
January 1 - December 31, 2021

Wastewater Treatment

Public Utilities

32,000.00

Repairs and Maintenance Service

35,000.00

Vehicle Maintenance

1,500.00

Building and Grounds Maintenance

Equipment Rental

$
$
$
$ 2,000.00
$
$
$

Adjusted South Middleton Townshlp Municipal Authority St Share $ 105.593.43

Sludge Disposai 30,000.00
Conferences and Training 1,000.00
Loan Payment $ 221,000.00
Special Projects $ -
Capital Improvements $ 15.000.00
Subtotal $ 587,700.00
Total Expenditures | $ 696,325.00
Adjustments
Sewaga Callection $  (40,275.00)
| Enginser Expense $  (6.670.00)
Supervision/Biliing $ (30,700.00
Sewage Enforcement Officer $ -
Labor - Collection System $ (314.30)"
Software Support (Authority Billing) S (3,000.00)
Loan Payment $ (221,000. (ﬂl
Subtotal | § (301,950.30)]
Total 2021 Eligg)le Costs| $ 394,365.70
South Middleton Township Municipal Authority Share $ 105,593.43
|| State Subsidy Deduction $ -

) SMTMA share for 2021 estimated al the same level as calendar year 2020, or:

26.7755%
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY

RESULTS OF AGREED-UPON PROCEDURES
FOR THE YEAR ENDED
DECEMBER 31, 2021
AND
INDEPENDENT ACCOUNTANT"S REPORT
ON APPLYING AGREED-UPON PROCEDURES

HAMILTON & MUSSER, P.C.
Certified Public Accountants
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HAMILTON & MUSSER, PC

Certified Public Accountants « Consultants to Management

DAVID A. HAMILTON, CPA « BARRY E. MUSSER. ('PA. CFP* (19359 - 2020)
JAMES A KRIMMEL, MBA. CPA_ CFE. CFF « ROBERT D. MAST. C'PA WILLIAM P. ASHMAN. CPA

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Authority Members
Mount Holly Springs Borough Authority
Mount Holly Springs, Pennsylvania

We have pertormed the procedures enumerated in the attached schedute of procedures, tindings. and
recominendations on certain accounting records of Mount Holly Springs Borough Authority (the Authority) for the

period January 1, 2021 to December 31,2021, The Authority’s management is responsible for the certain gccounting
records.

Mount Holly Springs Boroeugh Authority has agreed to and acknowledged that the procedures performed are
appropriate to meet the intended purpose of reporting on certain accounting records of the Authority for the period
January 1, 2021 to December 31, 2021 for the use of the Authority. This report may not be suitable for any other
purpose. The procedures performed may not address all the items of interest to a uscr of this report and may not
meet the needs of all users of this report and, as such, users are responsible for determining whether the procedures
performed arc appropriate for their purposes.

The procedures performed and the findings obtuined. if any. are summarized in the attached schedule of procedures,
findings, and recommendations.

We were engaped by the Authornity to perform this agreed-upon procedures engagement and conducted our
engagement in accordance with attestation standards established by the American Institute of Certitied Public
Accountants. We were not engaged to and did not conduct an examination or review engagement. the objective of
which would be the expression of an opinian or conclusion, respectively, on the certain accounting records of the
Authonty. Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

We are required to be independent of Mount Holly Springs Borough Authority and to meet our other ethical
responsibilities, in accordance with the relevant cthical requirements related t

0 our agreed-upon procedures
cngagoement,

This report i intended solely for the infonnation and use of the management and Authonty Members of Mount Holly

Springs Borough Authority and is not tntended 1o be and should not be used by anyone other than those specified
parnes

/M_ S Mot
December 16,2020 ’

Mectamieshurg. Pennsvivania Certitied Public Accountanis

Membery ol the Amertcan and Pomsyhania Instintes of (P4
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Procedures, Findings, and Recommendations
For the Year Ended December 31, 2021

Procedure 1:

. Perform a reconciliation of the approved Annual Budget of the Mount Holly Springs Borough Authority
(MHSBA) Wastewater Treatment Plant {WWTP) to the actual audited expenses of the Authonty.
3. Analyze expenses to be included in the report,

b. Receive approval of all expenses charged as a part of Operating and Maintenance with Mount Holly
Springs Borough Authority Management.

Findings to Procedure 1:
See Schedule of Revenes und Expenses

Per the November 14. 1977 "Agreement for Treatment of Sewage" amended August 24, 1979, eligible costs do
not include the salary, wages, and employee benefits and contributions of and on behalf of office staff.
Management has determined that these costs are eligible costs in the agreement.

Procedure 2:

2. Based on the Certified Flow Data, calculate the share of Operating and Maintenance expenses owed by South
Middleton Township Muntcipal Authority (SMTMA).

Findings to Procedure 2;

Sec Calculation of South Middleton Township Municipal Authority's Share of WWTP ( dperation
Procedure 3:
3

Using the payments that South Middleton Township (the Township) made duning the calendar year. calcul

ate
the remaining amount due (pavable) or Qverpayment (receivable) from South Middleton Township.

Findings to Procedure 3:

Sce Cafculation of South Middleton Tosnship Municipal Awthorine's Share of WWTP Operation

Procedure 4:

4. Prepare Budget to Actual Reconciliation Report
a.  Budget to Actua! Reconciliation
b, Calculation of South Middleton Township percent based on flow
¢ Caleulation of South Middleton Tow nship Share of O&M expense
d. Calculation of amount due or averpayment from South Middleton Township
¢.  Notes to Schedule
. Introduction

il Purpose and Scope

. Connection Point Identification

iv. Flow Analysis

Findings to Procedure 4;

Seo Schedide of Revenues and Lxpenses & Calvidation of South Middietin Township Municipal Authoripy's
Share of WWIP Operation

See [ndependent Accountant's Report on Applying Agreed-Upen Procedures



MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and Expenses
For the Year Fnded December 31, 202}

Revenues
Interest
Revenue Interest

Total Interest Earnings

Sewer Charge

$ 189.14
948.62

1,137.76

588.505.74

Sewer Charges - Penalties 6,665.78
Sewage Caonnection Tapping Fee 4.221.00
Total Sewer Charges 599,392.52

Total Revenues

Expenses
Collection System
Maintenance & Repair
T&T

Towal Collection System

$.600.530.28

$ 11.733.03
14.772.50

26,505.53
Administration & Operations

Audit 1.560.00
Engineer Expense 27.626.78
Legal Expense 1,496.00
Insurance Expense 12.440.59
State Permit Feey 1,660.00
Supervisor/Billing 30,700.00
Overhead Expenses 7,950.00

Dues, Mileage, Fte.

Tatal Administration & Operations

Wastewater Treatment
Operations Salartes

120.48

83.553.85

83,846.86
Overtime 1,507.59
Unempioyment Compensation — EB 983.47
Workman's Compensation - EB 1,135.55
Hospital Insutance - EB 18,879.34
Saocial Security - Boro -~ £B 5,725.00
Pension Plan Reimbursement — G.F. 63,000.00
Software Support 3,889.08
Materials & Supplies 6,632,053
Chemicals 34.242.86
Laboratory Testing 19,442.35
Gasoline & (1) 3.506.00
Uniform Allowance 131448
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See Independent Accountant’s Repart on Applying Agreed-Upun Procedures
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MOUNT HOLLY SPRINGS BOROUGH AULTHORITY
Schedule of Revenues and Expenses ~ Continued
For the Year Ended December 31, 2021

Miscellaneous §72.33
Communications 1.878.14
Advertising & Printing R18.80
Public Utilities 39,836.96
Repair & Maintenance Service 24,429.08
Vehicle Maintenance 1,313.43
Building & Grounds Maintenance 2,228.81
Sludge Disposal 17,192.82
Conterences & Training 1,269.00
Loan Payment 51,844.00
Depreciation Expense 169,968.00
['oral Wastewater Treaument 557.456.00
Total Expenses 3 06751338
Adjustments
Sewage Collection § (17.01098)
Software Support (Authority Billing) (1.056.40)
Loan Payment (51.844.00)
Nutrition Credit (38.346.00}
Depreciation Expense (169.668.00)
Capitalized Expenses (354.84)
Total Adjustments 27 0.22

Total Eligible Costs $.388,935.16

See Independent Accountant’s Report on Applying Agreed-Upcn Procedures

4.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Calculation of Scuth Middleton Township Municipal Authority's Share of WWTP Operation
tor the Year Ended December 31, 2021

WWTP Township Annual
Flow Flow Payment
Total Flow (MG) 132.447¢ 357671 § 131,992.00

Township Share of 0&M Costs

Average Daily Flow (MGD) 337

Minimum Daily Flow (MGD} per 1977 Apgreement

A)
B)
)
D}
£

k)

G

H)

0.337 0.098 29,0801 %
0.337 0.1 29.6736 %

SMTMA Share of O&M
State Subsidy Deduction (1/3 Tatal Subsidy )
Capital Improvement Cost Allocation

$ 1541106

21,652 41
Adjusted SMTMA Share {A-B) 137,063 47
lotal Billed to SMTMA

131.992.00
Total Accounted for by way of Credit to SMTMA 2020 P

ayment 9
Total Paid on Account by SMTMA

131,992.00

2021 Amount SMTA owes MIISBA (G-I 3.07147)

2020 Budget Reconciliation (SMTA Owed MHSBA)Y

Net Amount SMTA Owes MIISBA $ (50714

In cascs where MHSBA owes SMTMA for the previ
amount owed to them applied as a credit for the foll
MHSBA for the previous vear operations, a credit d

ous year operations, SMTMA can elect to have the
owing year's obligation. In cases where SMTMA owes
oes not apply and the value entered here is zero.

Reflects total revenue per MISBA year-end actuat budget plus MHSBA credit to SMTMA

See Independent Accountant's Report on Applving Agreed-Upon Procedures

-5-



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Proposed Sewer Operating Fund Budget
January 1, 2022 — December 31, 2022

Revenues
Interest $ 300
Revenue Interest 900
Total Interest Earnings 1,200
Sewer Charge 620,900
Sewer Charges - Penalties 8,000
Sewage Connection/Tapping Fee 4,000
Sewage Miscellaneous -
Total Sewer Charges 632,900
Total Revenues S 634100

Expenses

Collection System

Materials & Supplies h 5,000
Maintenance & Repair 15,000
[&1 15.000
Total Coliection System 35,000

Administration & Operations

Misceflaneous -
Audtt 2.500
Engineer Expense 10,000
Legul Expensc 3.000
Insurance Expense 12.000
State Permit Fees 4,000
Supervisor/Billing 51,000
Overhead Expenses 10,000
Dues, Mileage, Etc. 200

Total Administration & Qperations 92,700

Wastewater Treatment

Contracted Operations Services 111,150
Operations Salaries 63,472
Retirement — Employec Benetits 25,000
Overtime 500
Unemployment Compensation — FB 1,000
Workman's Compensation — ER 1.000
Hospuat Insurance - EB 12,000
Social Security — Boro — EB 3.000
Pension Plan Reimbursement - G.F. 80,000
Software Support 3,000
Matenals & Supplics 5.000
Chemicals 30.000
Laboratory Testing 18,600

See Independent Accountant’s Report on Applying Agreed-Upon Procedures

-6
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Proposed Sewer Operating Fund Budget - Continued
January 1, 2022 — December 31, 2022

Gasoline & Qil 1.300
Heating Oil & Diesel Fuels 300
Uniform Allowance 400
Miscellaneous 500
Communications 2,000
Advertising & Printing 500
Public Utilities 40,000
Repair & Maintenance Service 25.300
Vehicle Maintenance 1,000
Building & Grounds Maintenance 2,000
Sludge Disposal 55,000
Conterences & Training 250
Loan Payment 221,000
Capital Improvements 15,000

Depreciation Expense -
Total Wastewater Treatment 718.072

Fotal Expenses Y . 845,772

Adjustments

Loan Payment 3 (221,000
Capital Improvements (15.000)
Total Adjustments £236,000)
Total 2022 Proposed Eligible Costs S 609772
SMTA Share Prior to Capital Improvement Allocation $ 184,437

13 of Capital Improvements 5,000

2022 SMTA Share §...189437

See Independent Accountant’s Report on Applving Agreed-Upon Procedures
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

INTRODUCTION

This report summarizes the Budget Reconciliation process that is used to bill South Middleton Township Municipal
Authority (SMTMA) for their share of operational costs associated with treating wastewater that originates from
within South Midd!leton Township (SMT) and ts treated at the Mount Holly Springs Municipal Authority (MHSBA)
Wastewater Treatment Plant (WWTP). The procedure for billing is agreed to by both parties and is binding under the
November 14, 1977 "Agreement tor Treatment of Sewage” (1977 Agreement), amended August 24, 1979, that is
between Mount Holly Springs Borough Authority/Borough ot Mount Holly Springs and South Middleton Township
Municipal Authority/Township of South Middleton.

Under the agreement, MHSBA oawaos an average daily flow (ADF) of 0.40 MG and SMTMA owns an ADF of 0.20
MGD within MHSBA's wastewater treatment plant. Operations for the upcoming budget year are determined using
budgeted wastewater treatment costs obtained from MHSBA's annual budget and the estimated tlow contribution from
SMTMA, SMTMA then pays a quarterly installment to MHSBA for their proportionate share of operational costs.
Their estimated share of operational costs is based on SMTMA's previous year's actual flow contribution compared
to the overall WWTP tlow. At the end of each calendar year, that payment is reconciled using actual flows for the
subject calendar year and MHSBA actual budget figures, A copy of the Proposed Sewer Operating Fund Budget

15 includec on page 6 and 7 for reference.

As perthe 1977 Agreenent. SM TMA's portion ot the wastewater treatment budget 1s propoertioned based on the greater
of SMTMA's actual ADEF or a munimum flow of 100,000 GPD. For example, if SMTMA's ADF 15 90,000 GPD, then
the proportionate share of costs is based on 100,000 GPD since it is greater than the actual How  Tikewise, if SMTMA's
actual A is 150,000 GPD. then the propartionate share of costs 1s based on the actual ADF since it is greater than
the mimmum ADE of 100,000 GPD.

PURPOSE AND SCOPE

the purpose of this audit is to evaluate the faimess of past billings to SMTMA as conducted through the Budget
Reconciliation process that is defined in the 1977 Agreement. The scope includes several steps to make this
determination. First, we vertfied the contribution of flow from SMT by identifying the connection points within Mount
Holly Springs Borough {Borough) where tlow from SMT enters MHSBA's collection system. Next, we examined the
proportion of flow coming from SMT as compared to the totat flow at the WWTP, Finally. we performed a brief
validation of flows based on experience with other clients as to whether the tlow contribution from SMT is reasonable
given the number of connections. A summary of the evaluation follows.

BASIS OF ACCOUNTING

The accompanying schedules utilize a basis of accounting defined under the Intermunicipal Agreement. The expenses
are reported on the accrual basis of accounting, except with respect to capital asset transactions. Specitically, capital
asset purchases have been included in current year expenses and depreciation expense has been excluded.

FLOW ALLOCATIONS

Flow percentages used w0 allocate net adjusted operating and maintenance expenses were derived from reports
provided by Mount Holly Springs Boreugh Authority's engineers

CONNECTION POINT IDENTIFICATION

Ihere are five {3) points of connmection within MHSBA'S colflection system where flow is conveyed trom SMT,
Attachment 2 provides a map showing SMTMA'S service area and the location ot each connection described helow.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed Upon Procedures
For the Year Ended December 31, 2021

CONNECTION POINT IDENTIFICATION (CONTINUED)

e West Ping Street - Flow is conveyed from nine (9) residential properties in SMT via gravity to the graviry
sewer on West Pine Street. Flow from these properties is accounted for in the Budget Reconciliation from
water usage data that SMTMA provides with their annual Chapter 94 Report.

e Hjll Street - Flow is conveyed flow trom one (1) residential property in SM 1 via gravity to the gravity sewer
on Hill Street. Flow from this property is accounted for in the Budget Reconciliation from water usage data
that SMTMA provides with their annual Chapter 94 Report,

e Butler Street - Flow is conveyed from the United Methadist Church in SMT via a sewer lateral connection
to the gravity sewer on Butler Street. SMT contirmed that this is not a SMTMA customer, so they do not bill
them for sewer and does not provide a water usage estimate in their Chapter 94 report for this property. The
Borough indicated that they do not bill the Church either. There was some recollection from SMTMA that
the Borough agreed to include the Church in their service area, however it wasn't confirmed. Prior engineers
tollowed-up with SMTMA to request if they could provide any documentation supporting the understanding
that the Church should be MHSBA'S customer, however we have not heard back as of the date of this memo

¢ Route J4/North Baltimore Ave - Flow is conveyed trom approximately 645 parcels to SMTMA's PS No.
3, whose forcemain ties into the pravity sewer on Route 34/North Baltimore Avenue, just north of the
intersection of Watts St. and Route 34. Flow from these connections is captured by the flow meter at SMTMA
PS No. 3. This flow data is provided to the Borough on an annual basis through SMTMA's Chapter 94 Report
submission to MHSBA and is accounted for in the Budget Reconciliation calculation.

*  Mill Street - SMTMA constructed a tie-in connection to the terminal end of MHSBA's gravity sewer on Mill
Street, cast of the WWTP. This is an emergency use connection and is only to be used if there is a problem
with SMTMA's PS No. | forcemain. Valves are in place so that they can be “opened” to convey flow trom
that pump station to the MHSBA WWTP; otherwisc the valves are in the "closed" position and there is no
tflow from SMT at this connection point. To the best of Mr. Williams and Ms. Hall's knowledge, this
connection has been inactive (i.e. no flow) during their respective tenures. Should this connection be used in
the future. there is a flow meter within the pump station to record the volume of flow conveyed to Mount
Holly,

Based on the above cennection points, all flow generated within SMT that ix conveyed to MHSBA's WWTP
is captured through the SMTMA PS No. 3 flow meter and water usage data for the properties on West Pine
Street and Hiti Street. This combined flow 15 used in the Budget Reconciliation calculation. The only
unaccounted for flow source is from the United Methodist Church, and further research is required to verify
which municipality's service area this falls under.

FLOW ANALYSIS

The MHSBA WWTP is designed for an annual average tlow 0t 0.70 MGD and maximum monthly tlow of .97 MGID.
Table | provides & summary of average WW TP, SMT and MHS flows. The average wastewater flow reported by SMT
over the Tast five vears tanges from 80,000 GPD o 149,000 GPD, therefore the Borough's estimated water usage for
SMT i within the range ot typical tlows reported by SMT. Based on the flow data presented in Tahle 1, SMTMA's
ADF ranges from 24% ta 30% of'the total Now.

-G.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

FLOW ANALYSIS (CONTINUED)

Table 1: Comparison of total wastewster treatment plan flow, MHSBA flow and SMT flow

) Average Flow, MGD % WWTP Flow
Yea WWTP SMT WWTP SMT MHS
2017 0.289 0.080 0.209 28 72
2018 0.62§ 0.149 0.479 24 76
2019 0.585 0.144 0.441 26 74
2020 0.374 0.098 0.276 27 73
2021 0.337 0.098 0.226 30 70

One thing to keep in mind when evaluating wastewater flow is that water usage does not equate 1o wastewater flow,
as sources of inflow and infiltration are not captured in water usage data. Fortunately, since 99% of the flow that
originates trom SMT is conveyed through SMTMA PS No. 3. flow resulting from /T is captured in their flow meter
data, and since that data is used in the Budget Reconciliation caleulation. SMTMA is paying for any increased Hows
that result from unmatered Fl sources.

Table 2 presents SMTMA's percent contribution towards MHSBA's operational budget for the WW'L'P for years 201 7-
2021 as presented in past Budget Reconciliations, The percent contribution is based on the greater of the flows from
SMT's service arca (Hill Street plus West Pine Street plus Route 34 connection pomts) or the minimum SMT flow of
100,000 GPD noted in the 1977 Agreement In cases where the percent coniribution shown is greater than SMT's
percent flow noted in Table 1. it is because the minimum flow contribution of 100,000 GPD was greater than SMT's
actual ftow.

Table 2: Comparison of actual eligible treatment costs and SMT’s responsible portion

N Actual Eligible WWTP O&M Costs SMT % of Total Eligible
car . . . Q&M Costs
Total O&M SMT Portion
2017 305,235 105,439 35
2018 318,028 75,536 24
2019 369,023 97.007 26
2020 285936 87.504 27
2021 388,935 117.641 29

SMT FLOW VALIDATION

As noted in Table 1, SMIMA's flow ranged from 80,000 GPD to 149,000 GPD from 2017-2021. SMTMA's 2021
Chapter 94 Report notes that they had 679 EDUs connected at the end of 202 1, At SMT'5 2021 ADF of 98,000 GPD.
this equates to approximately 150 GPD/EDU. Generally speaking, this flow is typical of the primarily residential area
served by SMT sewers, Over the last five years. SMTMA's tlow has ranged between 125 GPDVEDU and 232
GPDIEDU. This range s largely dependent on how wet' of year it is. with the higher flows per EDU mdicative of a
wet year. MHSBA'S flow has ranged between 219 GPD/EDU and 503 GPD/EDU. The overall higher average flow
per EDU for MELS connections is to be expected considering the relative age of the original system (1962) as compared
to SMTMA'S svstem

-10-
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Noles to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

CONCLUSION

The following conclusions can be made based on the information presented:

1S

99% of SMTMA's flow enters the Borough through the SMTMA PS No. 3 forcemain discharge and this
volume is captured using the pump station's flow meter. The remaining 1% of flow enters the Borough on
West Pine and Hill Streets, and the volume is estimated based on water usage records. 100% of the flow

contribution from SMT is reported to MHSBA on an annual basis through SMTMA's annual Chapter 94
Report.

Histaric flow records indicate that SMTMA's flow makes up roughly 26% of the overall WW TP flow.
Historic Budget Reconciliation recerds indicate that SMTMA pays an average of 28% of the eligible WIVTP

operation and maintenance costs. The average is slightly higher than SMTMA's S-year average flow
percentage due to reasons discussed under Section 4.

SMTMA's flow contribution averages 130 GPDVEDU and represents a typical tlow for the predominantly
residential nature of their service area, - Based on the above facts] SMTMA has been accurately billed for

the treatment of their contribation of wastewater flows to the MHSBA WTP as per the billing procedure
outlined in the 1977 Agreement.

-1t-
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HAMILTON & MUSSER, PC

Certified Public Accoimtants » Consultants to Management

DAVID A. HAMILTON. (PA « BARRY E. MUSSER. CPA. CFP®(1959 - 2020)
JAMES A KRIMMEL. MBA, CPA. CHE, CFF - ROBERT D. MAST CPA - WILLIAM P ASHMAN. CPA

INDEPENDENT ACCOUNTANT’S REPORT
_ON APPLYING AGREED-UPON FROCEDURES

To the Authority Members

Mount Holly Springs Borough Authority
Mount Holly Springs, Pennsylvania

We have performed the procedures epumerated in the atta
recommendations an certain accounting records of Mount Holly Spii

period Jamuary 1, 2022 to December 31, 2022. The Authority’s manag
records.

ed schedule of procedures, findings, and
ngs Borough Authority (the Anthority) for the
ement is responsible for the certain accounting

The Authority has agreed to and acknowledged that the procedures pe
purpose of reporting on cerfain accounting records of the Authority ffar the period January 1, 2022 to December 31,
2022 for the use of the Authority. This report may not be snitable fof any other purpose. The procedures performed
may not address al! the items of interest to a user of this report and may not meet the needs of all users of this report

and, as such, users are responsible for determining whether the procedures performed are appropriate for their
purposes.

formed are appropriate to meet the intended

The procedures performed and the findings obtained, if any, are summarized in the attached schedule of procedures,
findings, and rccommendations.

We were engaged by the Authority to perform this agreed-upo
engagement in accordance with attestation standards established b
Accountants. We were not engaged to and did not conduct an exargination or review engagement, the objective of
which would be the expression of an opinion or conclusion, respecfively, on the certain accounting records of the
Authority. Accordingly, we do not express such an opinion or concisi

sion. Had we performed additional procedures,
other matters might have come to our attention that would bave been reported to yaou.

procedures engagement and conducted our
the American Instifite of Certified Public

We are required to be independent of the Authority and to meel our ¢

ther ethical responsibilities, in accordance with
the relevant ethical requirements related to our agreed-upon

PTOCEQUIES cﬂgagcmenL

This report is intended solely for the mformation and use of the eat and Authority Members of Mount Holly
Springs Borough Authority and is not nxtended fo be and should nat be used by anyane other then those specifted
partics.

M— il m‘n—;/‘;
May 3, 2023

Mechanicsturg, Pennsylvania Certified Public Accounrants

Membars of the American and Pmmyhnmla Jinstitivtes of CPds
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MOUNT HOLLY SPRINGS BOROUGR AUTHORITY
Schedule of Procedures, Findings, and Recommendations

For the Year Ended December 31,2022

Procedure 1;

{(MHSBA) Wastewater Treatment Plant (WWTP) wo the a

1. Perform a reconciliation of the approved Annual Budget oj‘ the Mount Holly Springs Borough Authority

4. Analyze expenses to be included in the report.

audited expenses of the Authority.

b. Receive approval of all expenses charged as a part of]Operating and Maintenance with Mount Holly

Springs Borough Authority Management.
Findings to Procedure 1:

See Schedule of Revenues and Expenses

Per the November 14, 1977 "Agreement for Treatment of Sewadc" amended Aungust 24, 1979, eligible costs do
not include the salary, wages, and empioyee benefits and cdntributions of ard on behalf of office staff.
Management has determined that these costs are eligible costs in the agreement.

Procedure 2:

2. Based on the Certified Flow Data, calculate the share of Operpting and Maintenance expenses owed by South

Middleton Township Municipal Authority (SMTMA).

Findings to Procedure 2:

Procedure 3:

See Calculation of South Middleton Township Municipal AutlmrTy 's Shave of WWTP Operation

3. Using the payments that South Middleton Township (the Tw‘nship) made during the calendar year, calculate
the remaining amount due (payable) or overpayment (receivible) from South Middleton Township.

Findings to Procedure 3:

See Calculation of South Middleton Township Municipai Authority's Share of WWIP Operation

Procedure 4:

4. Prepare Budget to Actual Reconciliation Report

Budget to Actal Reconciliation

Calculation of South Middleton Township percent
Calcalation of South Middleton Township Share of O

©pp g

Notes to Schedule
i. Introduction
1.  Purpose and Scope
ii. Connection Point [dentification

ed on flow
expense

Calculation of amount due or overpayment from South Middleton Township

iv., Flow Analysis

!

Findings to Procedure 4:

See Schedule of Revenues and Expenses & Caleulation of South Iizﬁddleton Township Miumicipal Authority’s

Share of WWTP Operation i

See Independent Accountant’s Report on Applyin% Agreed-Upon Procedures

-2-
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revemues and Expenses

For the Year Ended December|

Revenues
Interest
Revenue Interest

Total Interest Earnings

Sewer Charge
Sewer Charges — Penaltics
Sewage Connection/Tapping Fee

Total Sewer Charges

Total Revermes

Expenses
Coliection System
Maintenauce & Repair

Total Collection System

Administration & Operations
Miscellaneous
Audit
Engineer Expense
Legal Expense
Insurance Expense
State Permit Fees
Supervisor/Biiling
Overhead Expenses
Dues, Mileage, Etc.

Total Administration & Operations

‘Wastewater Treatment
Operations Salaries
Overtime
Contracted Operations Service
Hospital Insurance — EB
Social Security — Boro — EB
Pension Plan Reimbursement - G.F.
Software Support
Materials & Supplies
Chemicals
Eaboratory Testing
Gasoline & Oil
Uniform Allowance

See Independent Accountant’s Report on App}yii?g Agreed-Upon Procedures

e

31,2022
|

3 684.50
869.81

—L5543]

578,284 .63
8,504.48
4,221.00

$91.010.11
1.092.564.42

$ _3.125.74
3.125.74

196.12
5,500.00
14,902.82
5,341.96
14,519.30
1,100.00
51,000.00
10,000.00
185.00

—102.745.20

26,027.74
175.50
107,250.00
12,286.57
2,286.95
80,000.00
421296
4,559.72
29.637.88
18,890.00
2,418.57
391.16
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I
MODUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and ~ Contimned
For the Year Ended December|31, 2022
i

Miscelianeous 82.56
Communications 2,839.29
Advertising & Printing 608.47
Public Utilities 35,371.17
Repair & Maintenance Service 7.730.67
Vehicle Maintenance 346.89
Building & Grounds Maintenance 570.38
Sludge Disposal 14,491.16
Conferences & Training 60.00
Loan Payment 46,874.00
Capita! Improvements 1,200.00
Depreciation Expense 187.559.00
Total Wastewarer Treatment 585,870.64

Total Expenses § 691,741,598

Adjustments

Loan Payment 5 (46,874.00)
Depreciation Expense (187,559.00)
Capitalized Expenses 24.558.33
Total Adjustments 209.874.67

Total Eligible Costs b 48186691

See Independent Accountant’s Report on Applyi?g Agreed-Upon Procedures
“<
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Reflects total revenue per MHSBA year-end actual budget plus

-

.*
|
See Independent A coountant's Report on Applyin{g Agreed-Upon Procedures
I
i
!

MHSBA credit to SMTMA.

MOUNY HOLLY SPRINGS BOROU: AUTHORITY
Calculation of South Middlcton ‘Township Municipal A ority’s Share of WWTP Operation
For the Year Ended December 1,2022
WWTP Township Annual
Fl Flow Payment
Tota!l Flow (MG) 210605 33.6478 3 0.00
Townghip Share of Q&M Costs
Average Daily Flow MGD) 0577 0.0933 16.1698 %
Minimum Daily Flow (MGD) per 1977 Agreement 3337 01 29.6736 %
A)  SMTMA Share of O&M $ 14298726
B)  State Subsidy Deduction (173 Total Subsidy) -
C)  Capital Improvement Cost Allacation
D) Adjusted SMTMA Share (A-B+C) 167,545.50
E) Total Billed to SMTMA -
F)  Total Accounted for by way of Credit to SMTMA 2020 Paymént -
G)  Total Paid on Account by SMTMA @ Tﬂ -
H) 2022 Amount SMTA owes MHSBA (G-D) (167,545.59)
1)) 2021 Budget Reconciliation (SMTA Owed MHSBA) (5.071.47)
1) Net Amount SMTA Qwes MASEBA $(172.617.06)
|
t In cases where MHSBA owes SMTMA for the previous operations, SMTMA can clect to have the
amount owed to them applied as a credit for the following yeay’s obligation. In cases where SMTMA owes
MHSBA for the previons year operations, & credit does not apply and the value entered here is zero.
@
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY

Proposed Sewer Operating

Furyd Budget

January 1, 2023 - December 31, 2023

Revennes
Interest
Revemue Interest

Total Interest Earnings

Sewer Charge
Sewer Charges — Penalties
Sewage Comnection/Tapping Fee

Total Sewer Charges

Tatal Revenues

Expenses
Collection System
Materials & Supplies
Maintenance & Repair
1&1

Total Collection System

Administration & Operations
Miscellageous
Audit
Engineer Expense
Legal Expense
Insurance Expense
State Permit Fees
Supervisor/Biliing
Overhead Expenses
Dues, Mileage, Ete.

Total Administration & Operations

‘Wastewater Treatment
Contracted Operations Services
Operations Salaries
Retirement — Employee Benefits
Overtime
Unemployment Compensation — EB
Waorlanan’s Compensation — EB
Hospital Insurance — EB
Social Security — Boro — EB
Pension Plan Reimbursement = G.F.
Software Support
Materials & Supplies
Chemicals -
Laboratory Testing

See Independent Accountant’s Report on Applyil

6

ng Agreed-Upon Procedures

3 300
900

— 1200

616,710
8,000
—_— 4,000

628,710

3629910

H 5,000
10,000
— 15000

30.000

100
2,500
10,000
3,000
12,000
3,000
83,000
8,000
200

121,800

117,600
55,000
25,000

500
1,000
1,000

12,000
3,000
80,000
3,500
5,000

25,000

18,600
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MOUNT HOLLY SPRINGS Bono‘ggn

Proposed Scwer Operating Fumd B

!
|

t - Continoed

Janmary 1, 2023 - December 31, 2023

Gasoline & Oil

Heating Oil & Dicsel Fuels
Uniform Allowance
Miscellanegus
Communications

Advertising & Printing

Public Utilities

Repair & Maintenance Service
Vehicle Maintenance

Building & Grouads Maintenance
Sludge Disposal

Conferences & Training

Loan Payment

Capital Improvements

Total Wastewater Treatment
Total Expenses
Adjusunents
Loan Payment
Capital Improvements

Total Adjustments

Total 2022 Proposed Fligible Costs

SMTA Share Prior to Capital Improvement Allocation
173 of Capital Improvements

2023 SMTA Share

See Independent Accountant’s Report on Applyh}lig Agreed-Upon Procedures
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AUTHORITY

2,000
500

500
2,500
500
35,000
34,000
1,000
2,000
45,000
500
221,000

15,000

701,900
4__853.700

$  (221,000)
(15,000)

(236.000)
i 617.700

] 99,881
5,000
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon

For the Year Ended Decemherrl, 2022

INTRODUCTION i

This report summarizes the Budget Reconciliation process that is usdd to bill South Middleton Township Municipal
Authority (SMTMA) for their share of operational costs associated with treating wastewater that originates from
within South Middleton Township (SMT) and is treated at the Mount Holly Springs Municipal Authority (MHSBA)
Wastewater Treatment Plant (WWTP). The procedure for billing 15 agreed to by hoth parties and is binding under the
November 14, 1977 "Agreement for Treatment of Sewage" (1977 Agreement), amended August 24, 1979, that is
between Mount Holly Springs Borongh Authority/Barough of Moum Holly Springs and South Middleton Towaship
Municipal Authority/Township of South Middiecton.

Under the agreement, MHSBA owns an average daily flow (ADF) of]0.40 MGD and SMTMA owns an ADF of 0.20
MGD within MHSBA's wastewater treatment plant. Operations for the upcoming budget year are determined using
budgeted wastewater treatment costs obtained from MHSBA's annaal get and the estimated flow contribution from
SMTMA. SMTMA then pays a quarterly installment to MEISBA fo their proportionate share of operational costs.
Their estimated share of operational costs is based on SMTMA's ious year's actual flow contribution compared
to the overall WWTP flow. At the end of each calendar year, that yment is reconciled using actual flows for the
subject calendar year and MHSBA actual budget figures. A copy oflthe Proposed Sewer Operuting Fund Budget is
included on page 6 and 7 for reference.

As perthe 1977 Agreement, SMTMA's portion of the wastewater treatment budget is proportioned based on the greater
of SMTMA's actual ADF or a minimum flow of 100,000 GPD. For example, if SMTMA's ADF is 90,000 GPD, then
the proportionate shate of costs is based on 100,000 GPD since it is greater than the actual flow. Likewise, if SMTMA's
actual ADF is 150,000 GPD, then the proportionate share of costs is pased on the actual ADF since it is greater than
the minimum ADF of 100,000 GPD.

PURPOSE AND SCOPE

The purpose of these agreed upon procedures is to evaluate the faitness of past billings to SMTMA as conducted
through the Budget Reconciliation process that is defined in the 1977|Agreement. The scope inchides several steps to
make this determipation. First, we verified the contribution of flow SMT by identifying the connection points
within Mount Eolly Springs Borough (Borough) where flow from enters MHSBA's collection system. Next, we
exanmined the proportion of flow coming from SMT as compared to the total flow at the WWTP. Finally, we performed
a brief validation of flows based on experience with other clients as{to whether the flow contribution from SMT is
reasonable given the number of connections. A summary of the evahuation follows.

BASIS OF ACCOUNTING

The accompanying schedules atilize a basis of accounting defined nncipr the Intermunicipal Agreemwent. The sxpenses
are reported on the accrial basis of accounting, except with respect tq capital asset transactions. Specifically, capital
asset purchases have been included in current year expenses and depreciation cxpense has been excluded.

FLOW ALLOCATIONS

Flow percentages used to allocate net adjusted operating and mail:ltenance expenses were derived from reports
provided by Mount Holly Springs Borough Authority’s engincers. |

CONNECTION POINT IDENTIFICATION !

;
There are five (5) points of connection within MHSBA'S collection s]!stern where flow is conveyed from SMT.

i

.8-
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MOUNT HOLLY SPRINGS BOROU(GH AUTHORITY
Notes to the Agreed-Upon Prjcedures
For the Year Ended Decembﬂ 31,2022

!

CONNECTION POINT IDENTIFICATION (CONTINUED)

¢  West Pine Street - Flow is conveyed from nine (9) resid
sewer on West Pine Strect. Flow from these properties is
water usage data that SMTMA provides with their armual

ial properties in SMT via gravity to the gravity
counted for in the Budget Reconciliation from
apter 54 Report.

¢ Hill Street - Flow is conveyed flow from one (1) residential property in SMT via gravity to the gravity sewer

on Hill Street. Flow from this property is accounted for in ¢ Budget Reconciliation from water usage data
that SMTMA provides with their apnual Chapter 94 Report.

Church (the Church) in SMT via a sewer lateral
ed that this is not a SMTMA customer, so they
ge estimate in their Chapter 94 report for this
either. There was some recollection from

do not bill them for sewer and does not provide a water
property. The Borough indicated that they do ot bill the
SMTMA that the Borough agreed to include the Church in their service area; however, it wasn't confirmed.
Prior engineers followed-up with SMTMA to request if they could provide any documentation supporting
the understanding that the Church should be MHSBA's custhmer; however, we have not heard back as of the
date of this memo.

* Route 34/North Baltimore Ave - Flow is conveyed from proximately 645 parcels to SMTMA's P'S No.
3, whose forcemain ties into the gravity sewer on Route 34/North Baltimore Avenue, just north of the
mtersection of Watts St. and Route 34. Flow from these ¢ ions is captured by the flow meter at SMTMA
PS No. 3. This flow data is provided to the Borough on an basis through SMTMA's Chapter 94 Report
submission to MHSBA and is accouated for in the Budget ciliation calcalation.

»  Mill Street - SMTMA constructed a tie-in connection to the ferminal end of MHSBA's gravity sewer on Mill
Street, east of the WWTP. This is an emergency use connegtion and is only to be used if there is a problem
with SMTMA's PS No. | forcemain. Valves are in place sojthat they can be "opened” to convey flow fiom
that pump station to the MHSBA WWTP; otherwise the vellves are in the "closed" position and there is no
flow from SMT at this conmection point, To the best of Mr. Williams and Ms. Hali's knowledge, this
connection has been inactive (i.e. no flow) during their respdetive tenres, Should this connection be used in
the future, there is 2 flow meter within the pamyp station tofmcord the volume of flow conveyed to Mouat
Holly Springs Borough Authority.

y

Based on the above counection points, all flow generated wiltin SMT that is conveyed to MHSBA's WWTP
is captured through the SMTMA PS No. 3 flow meter and Water usage data for the propetties on West Pine
Street and Hill Street. This combined flow is used in th Budget Reconciliation calculation. The only
unaccounted for flow source is from the Church, and {further research is required to verify which
municipality's service area this falls under,

FLOW ANALYSIS

!

j
The MHSBA WWTP is designed for an annual average flow of 0.70 MGD and maximmum monthly flow of 0.97 MGD,
Tabic 1 provides 3 surmmary of averagc WWTE, SMT and MIIS flows. The gverage wastcwater flow veported by SMT
over the last five years ranges from 80,000 GPD to 145,000 GPD; therefore the Borough's estimated water usage for
SMT is within the range of typical flows reported by SMT. Based on the flow data presented in Table 1, SMTMA's
ADF ranges from 24% to 30% of the total flow. !

9
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MOUNT HOLLY SPRINGS BORO'#;H AUTHORITY
Notes to the Agreed-Upon Prbeedures

For the Year Ended Decembes 31, 2022

FLOW ANALYSIS (CONTINUED)

Table 1: Comparisen of fotal wastewater treatment plqn fiow, MHSBA flow and SMT flow

Average Flow, MGD 7% WWTP Flow
Year Total
WWTP SMT WWTP SMT MHS

2018 0.628 0.149 0.479 24 76

2019 0.585 0.144 0.441 26 74

2020 0374 0.098 €276 27 73

2021 0.337 0.098 0.239 30 70

2022 0.337 0.098 0.239 30 . 70
One thing to keep in mind when evaliating wastewater flow is that usage does not equate to wastewater flow,
as sources of inflow and infiltration are not captired it water usage data. Fortunately, since 99% of the flow that
originates from SMT is conveyed through SMTMA PS No. 3, flow ing from 1/] is captured i their flow meter

data, and since that data is vsed in the Budget Reconciliation calculation, SMTMA is paying for any increased flows
that result from unmetered I/1 sources. :

Table 2 presents SMTMA's percent contribution towards MHSBA's operational budget for the WWTP for years 2018-
2022 as presented in past Budget Reconciliations. The percent contr]bution is based on the greater of the flows from
SMT's service area (Hill Street plus West Pine Street plus Route 34 donnection points) or the minimum SMT flow of
100,000 GPD noted in the 1977 Agreement. In cases where the petcent contribation shown is greater than SMT's
percent flow noted in Table 1, it is because the minimum flow contribution of 100,000 GPD was greater than SMT’s
actual flow.

Table 2: Comparison of actual eligible treatment costs and SMT’s responsible portion

Vear Actuat Eligible WWTP O&M Costs SMT 'V;);t;;‘::ti iligible
Total O&M SMT Portion
2018 318,928 75,536 24
2019 369,023 97,007 26
2020 285,936 37,904 27
2021 388,935 115,411 29
2022 481,867 142,987 30
SMT FLOW VALIDATION

As noted in Table 1, SMTMA's flow ranged from 80,000 GPD to 149,000 GPD from 2018-2022. SMTMA's 2022
Chapter 94 Report notes that they had 688 EDUs connected at the end of 2022. At SMT's 2022 ADF of 93,273 GPD,
this equates to approximately 150 GPD/EDU. Geperally speaking, this flow is typical of the primarily residential area
served by SMT scwers, Over the last five years, SMTMA's flow has ranged between 125 GPDYEDU and 232
GPD/EDU. This range is fargely dependent on how wet of a year it is, with the higher flows per EDU indicative of a
wet year. MHSBA's flow has ranged between 219 GPD/EDU and 503 GPD/EDU over the past five years. The overall

higher average flow per EDU for MHS connections is to be expeeted considering the relative age of the original system
{1962) s compared to SMIMA's system. !

i
I
1
-10- I
|

|
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CONCLUSION

The following conclusions can be made based on the information

1.

MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Prbcedures
For the Year Ended Decembed 31, 2022

ented:

99% of SMTMA's flow enters the Borough through the S
volume is captured using the pump station's flow meter.
West Pine and Hill Streets, and the volume is cstimated b
contribution from SMT is reported to MHSBA on an
Report.

PS No. 3 forcemain discharge and this
e remaining 1% of flow enters the Borough on
ed on water usage records. 100% of the flow
basis through' SMTMA's anmual Chapter 94

Historic flow records indicate that SMTMA's flow makes roughly 26% of the overall WWTP flow.
Historic Budget Reconciliation recards indicate that

operation and maintenance costs. The average is slightl
percentage due to reasons discessed under Section 4.

pays an average of 28% of the eligible WWTP
higher than SMTMA's 5-year average flow

SMTMA's flow contribution averages 150 GPD/EDU and presents a typical flow for the predominantly
residential nature of their service arca. Based on the above SMTMA has been accurately billed for the

treatment of their contribution of wastewater flows to the MEISBA WTP as per the billing procedure outlined
in the 1977 Agreement. '

-11- i
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SMI/L Wn VM W AM Administration of;

PO.Box 8 * Sewer System
345 Lear Lane Water System
Boiling Springs, PA 17007-0008 EEEEE——
Telephone: 717-258-6476
Fax: 717-258-3599
Website: www.smtma.net

September 14, 2023

VIA HAND DELIVERY AND FIRST CLASS MAIL

Thomas L. Day, Jr., Borough Manager
Mt. Holly Springs Borough
200 Harman Street

Mt. Holly Springs, PA 17065

RE: Wastewater Treatment Payments

Dear Mr. Day:

I write on behalf of South Middleton Township Municipal Authority (“SMTMA”) in
response to your letter dated August 7, 2023. Asl hope you understand, SMTMA continues to
seek an amicable relationship with Mount Holly Springs Borough and the Mount Holly Springs
Borough Authority (collectively, “Mount Holly Springs”), and to work towards each party’s timely

compliance with contractual obligations pursuant to the Intermunicipal Agreement dated
November 14, 1977, as amended (the “IMA™).

As you know, SMTMA requested that Mount Holly Springs provide the contractually
required annual estimated cost of operation and maintenance of the sewage treatment plant for
2022 via letters dated May 10, 2022, May 27, 2022, and October 13, 2022, which estimate had
been due by the end of March 2022 under the IMA. SMTMA also requested credit for the
$26,398.36 overpayment made for the third quarter of 2021 in the above-referenced letters dated
May 10, 2022, and October 13,2022. That amount stands at $24,819.79 based on the actual figures
as adjusted from the estimated costs. Additionally, Mount Holly Springs failed to provide the
2023 cost estimate until May 23, 2023, which again was a breach of the IMA and did not provide
SMTMA with a reasonable basis to determine what it would owe in 2023.

It is clearly stated in Section 7.B. of the IMA that SMTMAs “quarterly payments shall be
based on the actual estimated costs of operation and maintenance of the Plant determined as above
provided and based on estimated flows, with a reconciliation of the final credit due to the
appropriate party to be made, based on actual audited costs of operation and maintenance and
minimum or actual flows, as appropriate, within three months after the end of each year.”
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Furthermore, Section 8 of the IMA obligatess SMTMA to provide funds for payment of its
obligations to Mount Holly Springs in its annual budget. Asmentioned in SMTMA's letter dated
October 13, 2022, Mount Holly Springs’ failure to provide the 2022 reconciliation at any time

during the 2022 calendar year prevented SMTMA from accurately forecasting what payments
be duc.

may

SMTMA reasonably took the position of withholding its quarterly payments for treatment
in 2022 due to Mount Holly Springs’ delay in performing its contractua obligation in providing
said estimated cost documentation. While Mount Holly Springs has now provided the 2022 cost
reconciliation, SMTMA immediately questioned the unexpected increased costs for 2022 and 2023
that were inconsistent with previous reconciliations. While certain line items caused concern, the
adjustments that were treated pursuant to new calculations raised flags. And, as mentioned,
SMTMA was prevented from taking these inflated costs into consideration in preparing its current

budget. There is also no indication that the overpayment has been credited. These circumstances
have caused SMTMA to question the calculations provided.

After evaluating Mount Holly Springs’ calculations, SMTMA disagrees with the flow
calculations for 2021 and 2022 and has questions regarding certain costs and expenses as reflected
in the 2021 and 2022 reconciliations, as well as the 2023 cost estimate. The concerns regarding
the flow calculations are reflected in the comments to the attached table. Additionally, SMTMA
has several questions about the adjustments. Specifically, it is unclear why sewer collection
expenses were not adjusted for 2022 and 2023 as they were in previous years. It is also unclear
how software support costs are proper expenses under the IMA. SMTMA would like details on
the engineering ¢xpenses to ensure they relate to the operation, maintenance, and repair of the
Plant. SMTMA would also like details on the supervision/billing adjustment as it relates to the
Plant. Finally, SMTMA would like details on the capital improvements completed and an

explanation as to why those expenses are included in the operating budget. These questions all
raise concerns that need to be addressed and clarified.

In an effort to promote transparency and demonstrate SMTMA’s commitment to a positive
relationship, SMTMA requests a meeting to discuss and review the detailed accounting of its
payments and obligations for 2021 including SMTMA'’s third Quarter 2021 overpayment, as well
as the flow calculations for 2021 and 2022, and expense details and corresponding increases in
costs for 2022 and 2023. If the information and clarification requested above are provided within
the next two weeks prior to holding a meeting, SMTMAs review of the same could resolve its
questions and concerns without necessity of a meeting. In the alternative, however, in order to be
responsible to its ratepayers, SMTMA may have to invoke its right to inspect the books and records

of Mount Holly Springs to ascertain the correctness of the figures provided in computing
SMTMA’s liability pursuant to Section 22.A. of the IMA.

SMTMA recognizes its financial obli gation to Mount Holly Springs for sewage treatment
considering the provisions of the IMA, however, SMTMA continues to question the amounts owed
and the calculations used to determine those amounts. To show its commitment toward a good
working relationship, SMTMA and South Middleton Township, as operator and manager of the
SMTMA system, are hereby remitting $100,000.00 in good faith as an initial payment while the
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calculations are discussed and/or audited as outlined above. To be clear, SMTMA fully intends to
make all payments that are, in fact, owed but will not pay Mount Holly Springs any surcharges or
interest for late payment. Any suggestion to the contrary is extremely irritating given that SMTMA
has continued to request information that was not provided. Mount Holly Springs’ breach of the
IMA in failing to provide the 2022 cost estimate after repeated requests, failing to timely provide
the 2023 cost estimate, the apparent and unexplained increases in costs for 2022 and 2023, and the

failure to provide credit for the overpayment combine to require a pause while the figures can be
reviewed and SMTMA’s budget can be adjusted.

SMTMA looks forward to meeting with Mount Holly Springs to review and resolve these
current issues and restore the amicable and long-standing relationship we have established. It is
SMTMA’s sincere hope to accomplish this in the near term and for all parties to be positioned to
timely comply with contractual obligations in the future.

Sincerely,

) LLOUKK

Josephine A. Hall, Manager

cc: Mount Holly Springs Borough Authority
Mount Holly Springs Borough Council
SMTMA Board Members
South Middleton Township Board of Supervisors
Bryan Salzmann, Esq., South Middleton Township Solicitor
Cory S. Adams, Township Manager

Enclosure
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WHAT MT HOLLYS REPORT SHOWS

| 2020Flows  'MG | ADFin MGD | Minimum MGD per 1977 Agreement
WWTP 136.3186 0.3735
SMT ‘ 35.6256 0.0976 0.1000
3 1 22630 | Y o S _ o
1 26.1341% 26.7755% |
2021 Flows | MG ADF in MGD Minimum MGD per 1977 Agreement
WWTP i 132.4476 0.3370! 0.33702
SMT 35.7671 0.0980 0.1000
L 29.0778% 29.6736%
2022 Flows ' MG ADF in MGD Minimum MGD per 1977 Agreement
WWTP 210.605 0.5770 0.337°
SMT 33.6478* 0.0922 0.1000
‘.P;
L 15.9767% 29.6736%
WHAT SMTMA CALCULATED
2020 Flows MG . ADF in MGD Minimum MGD per 1977 Agreement
WWTP 136.3186 0.3735 | N/A - Per Agreement
SMT 356256 ! 0.0976 0.1000
L 26.1341% 26.1341% 26.7755%
[ 2021 Flows MG - ADF in MGD Minimum MGD per 1977 Agreement
WWTP 132.4476 . 0.3629 | N/A - Per Agreement
SMT 35.7671 0.0980 0.1000
27.0047%  27.0047% ] 27.5581%
2022 Flows MG ADF in MGD Minimum MGD per 1977 Agreement !
WwrTp 210.605 0.5770 | N/A - Per Agreement
SMT 34.045 0.0933 0.1000
16.1653% 16.1653% 17.3310% |

* Unsure where this value is calculated from. When catculating ADF from the total MG {132.4476) at the WWTP the
value calcuiates to 0.3629MGD

“ Unsure where this value comes from. Per 1977 Agre

for SMTMA, no minimum for WWTP
¥ Unsure where this value comes from.
for SMTMA, no minimum for WWTP

¢ Per 2022 Chapter 94 provided by SMTMA the tetal flow from SMTMA {

ement there is only a minimum of 100,000gpd {0.100MGD})

Per 1977 Agreement there is only a minimum of 100,000gpd {0.100MGD)

Gravity area] was 34,044,792 gallons {34.045MG)

both from Pumping Station No. 3 and the
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY

RESULTS OF AGREED-UPON PROCEDURES
FOR THE YEAR ENDED
DECEMBER 31,2021
AND
INDEPENDENT ACCOUNTANT’S REPORT
ON APPLYING AGREED-UPON PROCEDURES

HAMILTON & MUSSER, P.C.
Certified Public Accountants
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HAMILTON & MUSSER, PC

Certified Public Accountants » ( ‘onsultants to Management

DAVID A HAMILTON. CPA » BARRY F MUSSER. CPALCEP* |
JAMES A KRIMMET

A3 2020

MBACPA CFE CFF « ROBERT D MAST CPA« WILLIAM P ASHAMAN ¢ PA

INDEPENDENT ACCOUNTANT’S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Authority Members
Mount Holly Springs Borough Authority
Mount Holly Springs, Pennsylvania

We have performed the procedures enumecrated m the
recommendations on certain accounting records of Mount Holl
period January [, 2021 to December 31,2021
records.

attached schedule of procedures, findings, and
¥ Springs Borough Authority (the Authonty) lor the
The Authority’s management s responsible for the certain accounting

Mount Holly Springs Borough Authority has agreed to and acknowled
appropriate to meet the intended purpose of reporting on certain accountin
January 1, 2021 10 December 31, 2021 for the use of the Authority.
purpose. The procedures performed may not address
meet the needs of all users of this report and,
performed are appropriate for their purposes.

ged that the procedures performed are
g records of the Authority for the period
This report may not be suitable for any other
all the items of inferest to a user of this report and may not
as such. users are responsible for determining whether the procedures

The procedures performed and the findings obtained,

if any. are summarized in the attached schedule of procedures,
findings. and recommendations.

We were cngaged by the Authority 1o perform this agreed-upon procedures engagement and conducted our
engagement in accordance with attestation standards ¢stablished by the American Institute of Certified Public
Accountants. We were not engaged to and did not conduct an examination or review engagement. the objective of
which would be the expression of an opinion or conclusion, respectively. on the certain accounting records ot the
Authority. Accordingly. we do not express such an opinion or conclusion, Had we performed additional procedures,
other matters might have come to our attention that would have been reported 1o vou.

We are required to he mdependent of Mount Holl
responsibilitics, in accordance with
engagement.

Yy Springs Borough Authority and to meet our other ethical

the relevant ethical requirements related to our agreed-upon procedures

This report is intended solely for the information and use of the man
Springs Borough Authority and is not intended to be and
partics

M //L«..,/c.
December 19, MIRR

Mechanicsburg, Pennsylvania

agement and Authority Members of Mount Holly
should not be used by anyone other than those specilied

Certified Public Accountants

Members af tie dmercan and Pennst i fnsiintes of CP s
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Appendix A

Page 4 of 14
MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Procedures, Findings, and Recommendations

For the Year Fnded December 3 1.2021

Procedure 1:

1. Perform a reconciliation of the approved Annual Budget of the Mount Holly Springs Borough Authority
{(MHSBA) Wastewater Treatment Plant (WWTP) to the actual audited expenses of the Authority.
a.  Analyze expenses to be included in the report,

b Receive approval of all expenses charged as a part of Operating and Maintenance with Mount Holly
Springs Borough Authority Management.

Findings to Procedure 1:

See Schedule of Revenues and Expenses

Per the November 14, 1977 "Agreement for Treatment of Sew

not include the salary, wages, and employee benefits and
Management has determined that these costs are eligible costs |

age" amended August 24, 1979, cligible costs do
contributions of and on behalf of office staff,
n the agreement.

Procedure 2:
2. Based on the Certified Flow Data, calculate the share of Operating and Maintenance expenses owed by South
Middleton Township Municipal Authority (SMTMA).

Findings to Procedure 2:

See Caleutation of South Middleton Township Municipal Authority’s Share of WWTP Operation

Procedure 3:

3. Using the payments that South Middieton Township (the Township) made during the calendar year, calculate
the remaining amount due {(payable) or averpayment (receivable) from South Middleton Township.

Findings to Procedure 3:

See Caleulation of South Middleton Township Municipal Authoritv's Shave of WWTP Operation

Procedure 4:

4. Prepare Budget to Actual Reconciliation Report
a.  Budget to Actual Reconciliation
Calculation of South Middleton Township percent based on flow
Calculation of South Middieton Township Share of O&M expense
Calculation ot amount due or overpayment from South Middleton Township
Notes to Schedule
1. Introduction

it.  Purpose and Scope

i, Connection Point [dentification

. Flow Analysis

foe o

Findings to Procedure 4:

See Schedule of Revenues and Expenses & Caleulation of South Middleton Township Municipal A wthorin’s
Share of WWTP Operation

See Independent Accountant’s Report on Applying Agreed-U pon Procedures

-~
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and Expenscs
For the Year Ended December 31, 2021

Revenues
Interest
Revenue Interest

Total Interest Earnings

Sewer Charge
Sewer Charges - Penalties
Sewage Connection/Tapping Fee

Total Sewer Charges

Total Revenues

Expenses
Collection System
Maintenance & Repair
&1

Total Collection System

Administration & Operations
Audit
Engineer Expense
Legal Expense
Insurance Expensc
State Permit Fees
Supervisor/Billing
Overhead Expenses
Dues. Mileage, Frc.

Total Admimstration & Operations

Wastewater Treatment
Operations Salaries
Overttime
Unemployment Compensation — EB
Workman’s Compensation — EB
Hospital Insurance — EB
Social Security — Boro - EB
Penston Plan Reimbursement — G.F
Software Support
Materials & Supplies
Chemuceals
Laboratory Testing
Gasoline & Ol
Uniform Allowance

See Independent Accountant’s Report on Applying Agreed-Upon Procedures

Appendix A

Page 5 of 14
$ 189 14
948 62

1.137.76

588,505.74
6.665.78

4,221.00

599,392.52

S 600,530.28

$ 1L,733.03
14.772.50

PRVEEEEE n FEALE-TISAT4

1,560.00
27.626.78
1.496.00
12,.440.59
1,660.00
30.700.00
7.950.00
120.48

83.553.83

—_——a e

83.846 .86
1,507.59
983.47
1,135.55
18,879.34
5.725.00
63.000.00
3,889.0%
6.632.05
34.242.86
19442 35
3.506.00
131448
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and Expenses — Continued
For the Year Ended December 31, 2021

Miscellaneous 57233

Communications 3,878.14

Advertising & Printing 818.80

Public Utilities
Repair & Maintenance Service
Vehicle Maintenance

39.836.96
24.429.08

1,313.43
Building & Grounds Maintenance 222881
Sludge Disposal 17.192.82
Conferences & Training 1.269.00
Lean Payment 51,844.00

Depreciation Expense

Total Wastewater Treatment

169,968 00

Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

357456 .00

Total Expenses $ 667,515.38
Adjustments

Sewage Collection $ (17.0109%

Software Support {Authority Billing)
Loan Payment

Nutrition Credit

Depreciation Expense

Capitalized Expenses

(1,056.40)
(51.844.00)
(38.346.00)

(169,968.00)
(354.84)
Total Adjustments

(278.580.22)
Total Eligible Costs $ 38393516

See Independent Accountant’s Report on App lying Agreed-Upon Procedures

4.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY

Caleulation of South Middleton Township Municipal Authority’s Share of WWTP Operation
For the Year Ended December 31, 2021

WWTP Township Annual

Flow Flow Payment
Total Flow (MG) 132.4476 35.7671 S
131.992.00105.
593 44

Township Share of O&M Costs
Average Daily Flow (MGD) 0.337 0.098 29.0801 %
Minimum Daily Flow (MGD) per 1977 Agreement 0.337 0.1 29.6736 %

A)  SMTMA Sharc of O&M
B) State Subsidy Deduction (173 Total Subsidy)
C)  Capital Improvement Cost Allocation

$ 115,411.06

D) Adjusted SMTMA Share (A-B) 137,063 .47
E)  Total Billed to SMTMA 131,992.00103
D93 .14
F) Total Accounted for by way of Credit to SMTMA 2020 Payment -
Gy Total Paid on Account by SMTMA ) 131,992 00105
IRUR S

H) 2021 Amount SMTA owes MHSBA (G-D) (50714731 47

[ERIRS}

I) Overpayment by SMTA applied to amount SMTA Owes MHSBA
In 2020 Budget Reconciliation (SMTA Owed MHSBA)

26 YN 6

JK}  Net Amount SMTA Owes MHSBA

In cases where MHSBA owes SMTMA for the previous vear operations, SMTMA can elect to have the
amount owed to them applied as a credit for the following year’s obligation. In cases where SMTMA owes
MHSBA for the previous year operations, a credit does not apply and the value entered here is 7ero.

[l

Reflects wotal revenue per MHSBA year-end actual budget plus MHSBA credit to SMT MA.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Proposed Sewer Operating Fund Budget
JTanuary 1, 2022 - December 31, 2022

Revenues
Interest
Revenue Interest

Total Interest Earnings

Sewer Charge

Scewer Charges — Penaltics
Sewage Connection/ Tapping Fee
Sewage Miscellaneous

Total Sewer Charges

Total Revenues

Expenses
Collection System
Materials & Supplics
Maintenance & Repair
[& ]

Total Collection System

Administration & Operations
Miscellaneous
Audit
Engineer Fxpense
Legal Expensc
[nsurance Expense
State Permit Fees
Supervisor/Billing
Overhcad Expenses
Dues. Mileage. Fie.

Fotal Administration & Operations

Wastewater Treatment
Contracted Operations Services
Operations Salaries
Retirement — Fmployee Benefits
Overtime
Unemployment Compensation — EB
Warkman’'s Compensation — EB
Hospital Insurance — EB
Social Security — Boro - FR
Pension Plan Reimbursement — G}
Software Support
Materials & Supplies

Appendix A
Page 8 of 14

$ 300
900)

200

620,900
8,000
4,000

632,900

— e LY

3 634,100

$ 5,000
15,000
15,000

35,000

LA LA AT

23500
10,000
3,000
12,000
4.000
51,000
10,000
200
92,700

—_— e, AT

111,150
63,472
25,000

500
1.000
1.000

12,000
3.000
80.000
3.000
5.000
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Chemicals 30,000
Laboratory Testing 18,000
See Independent Accountant’s Report on Applying Agreed-Upon Procedures
-6-
MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Proposed Sewer Operating Fund Budget - Continued
January [, 2022 — December 31, 2022

Gasolime & Oil [.500
Heating O1l & Diesel Fuels 500
Untform Allowance 400
Miscellaneous 500
Communications 2,000
Advertising & Printing 500
Public Utilities 40,000
Repair & Maintenance Service 25300
Vehicle Maintenance 1,000
Building & Grounds Mainienance 2,000
Sludge Disposal 55,000
Conferences & Traming 250
Loan Payment 221,000
Capital Improvements 15,000

Depreciation Expense

Total Wastewater Treatment 718.072

Total Expenses

$ 845,772

Adjustments
Lean Payment

$  (221,000)
Capital Improvements

(15,000)

Total Adjustments (236.000)
Total 2022 Proposed Eligible Costs S 609772
SMTA Share Prior to Capital Improvement Allocation $ 184.437
13 of Capital Improvements 5.000

2022 SMTA Share b 189,437
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See Independent Accountant’s Report on Applying Agreed-Upon Procedures
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31,2021

INTRODUCTION

This report summarizes the Budget Reconciliation process that is used to bill South Middleton Township Municipal
Authority (SMTMA) for their share of operational costs associated with treating wastewater that originates [rom
within South Middleton Township (SMT) and is treated at the Mount Holly Springs Municipal Authority (MHSBA)
Wastewater Treatment Plant (WWTP). The procedure tor billing is agreed to by both parties and is binding under the

November 14, 1977 "Agrecment for Treatment of Sewage" (1977 Agreement), amended August 24, 1979 that is

between Mount Holly Springs Borough Authority/Boerough of Mount Holly Springs and South Middleton Township
Municipal Authority/Township of South Middleton.

Under the agreement, MHSBA owns an average daily flow (ADF) of 0.40 MGD and SMTMA owns an ADF of 0.20
MGD within MHSBA's wastewater treatment plant. Operations for the upcoming budget year are determined using
budgeted wastewater treatment costs obtained from MHSBA's annual budget and the estimated flow contribution from
SMIMA. SMTMA then pays a quarterly installment to MHSBA for their proportionate share of operational costs.
Their estimated share of operational costs is based on SMTMA's previous year's actual flow contribution compared
to the overall WWTP flow. At the end of each calendar year, that payment is reconciled using actual flows for the
subject calendar year and MHSBA actual budget figures. A copy of the Proposed Sewer Operating Fund Budget
is included on page 6 and 7 for reference.

As per the 1977 Agreement, SMTMA's portion of the wastewater treatment budget is proportioned based on the greater
of SMTMA's actual ADF or a minimum flow of 160,000 GPD. For example, it SMTMA's ADF is 90,000 GPD, then

the proportionate share of costs is based on 100,000 GPD since it is greater than the actual How. Likewise, it SMTMA's

actual ADF 15 150,000 GPD. then the proportionate share of costs is based on the actual ADF since it 1s greater than
the minimum ADI of 100,000 GPD.

PURPOSE AND SCOPE

The purpose of this audit is to evaluate the fairness of past billings to SMTMA
Reconcihation process that is defined i the 1977 Agreement. The scope includes several steps to make this
determination. First, we verified the contribution of flow from SMT by identifying the connection points within Mount
Holly Springs Borough {Borough) where flow from SMT enters MHSBA's collection system. Next, we examined the
proportion of flow coming from SMT as compared to the towl flow at the WWTP. F mally. we performed a brief
validation of tlows based on expertence with other clients as to whether the flow contribution from SMT is reasonable
given the number of connections, A summary of the evaluation follows.

as conducted through the Budget

BASIS OF ACCOUNTING

The sccompanying schedules utilize a basis of accounting

defined under the Intermunicipal Agreement. The expenses
are reported on the

accrual basis of accounting, except with respect to capital asset transactions, Specilically, capital
asset purchases have been included in current year expenses and depreciation expense has been excluded

FLOW ALLOCATIONS

Plow percentages used to allocate net adjusted operating and maintenance expenses were derived from reports
provided by Mount Holly Springs Borough Authority’s engineers.

CONNECTION POINT IDENTIFICATION

There are tive (5) points ol connection within MHSBA's collection s

vstem where How is conveved from SMT.
Attachment 2 provides a map showing SMTMA's service area

and the location of each connection deseribed below
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

CONNECTION POINT IDENTIFICATION (CONTINUED)

e  West Pine Street - Flow is conveyed from nine (9) residential properties in SMT via gravity to the gravity
sewer on West Pine Street. Flow from these properties is accounted for in the Budget Reconciliation from
water usage data that SMTMA provides with their annual Chapter 94 Report.

o  Hiil Street - Flow is conveyed tlow from one (1) residential property in SMT via gravity to the gravity sewer
on Hill Street. Flow trom this property is accounted for in the Budget Reconciliation from water usage data
that SMTMA provides with their annual Chapter 94 Report.

e  Butler Street - Flow is conveyed trom the United Methodist Church in SMT via a sewer lateral connection
to the gravity sewer on Butler Street. SMT contirmed that this is not a SMTMA customer, so they do not bill
them for sewer and does not provide a water usage estimate in their Chapter 94 report for this property. The
Borough indicated that they do not bilt the Church either. There was some recollection trom SMTMA that
the Borough agreed to inchude the Church in their service area, however it wasn't confirmed. Prior engineers
followed-up with SMTMA to request it they could provide any documentation supporting the understanding
that the Church should be MHSBA's customer, however we have not heard back as of'the date of this memo.

*  Route 34/North Baltimore Ave - Flow 1s conveyed from approximately 643 parcels to SMTMA's PS No.
3, whose forcemain ties into the gravity sewer on Route 34/North Baltimore Avenue, just north of the
intersection of Watts St. and Route 34. Flow from these conmections is captured by the flow meter at SMTMA
PS Ne. 3. This flow data is provided to the Borough on an annual basis through SMTMA's Chapter 94 Report
submuission to MHSBA and is accounted for in the Budget Reconciliation caleulation.

e Mill Street - SMTMA constructed a tie-in connection to the terminal end of MHSBA's gravity sewer on Mill
Street, east of the WWTP. This 1s an emergency use connection and is only 1o be used if there is a problem
with SMTMA's PS No. | forcemam. Valves are in place so that they can be "opened” to convey tlow from
that pump station to the MHSBA WWTP; otherwise the valves are in the "closed” position and there is no
flow trom SMT at this connection point. To the best of Mr. Williams and Ms. Hall's knowledge, this
connection has been inactive (1.e. no flow) during their respective tenures. Should this connection be used in
the luture, there 15 a flow meter within the pump station to record the volume of flow conveyed to Mount
Holly.

Based on the above connection points, ali flow generated within SMT that is conveved to MHSBA's WWTP
is captured through the SMTMA PS No. 3 flow meter and water usage data for the properties on West Pine
Street and Hill Street. This combined flow is used in the Budget Reconciliation calculation. The only
unaccounted tor flow source is from the United Methodist Church, and further research is required to verity
which municipality's service area this falls under.

FLOW ANALYSIS

The MHSBA WWTP is destgned for an annual average flow of 0.70 MGD and maximum mouthly flow ot 0.97 MGDD.
Table 1 provides a summary of average WWTP. SMT and MHS flows. The average wastewater {low reported by SMT
over the last five years ranges from 80,000 GPD to 149,000 GPD, therefore the Borough's estimated water usage for
SMT is within the range of typical flows reported by SMT. Based on the flow data presented in Table 1, SMTMA's
ADF ranges from 24% to 30% ol the total flow.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

FLOW ANALYSIS (CONTINUED)

Appendix A
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Table 1: Comparison of total wastewater treatment plan flow, MHSBA flow and SMT flow

) Average Flow, MGD Y% WWTP Flow
vear WWTP SMT WwTP SMT MHS
2017 0.289 0.080 0.209 28 72
2018 0.628 0.149 0.479 24 76
2019 0.585 0.144 0.441 26 74
2020 0.374 0.098 0.276 27 73
2021 0.337 0.098 0.226 30 70

One thing to keep in mind when evaluating wastewater flow is that water usage does not equate to wastewater flow,
as sources of inflow and infiltraticn are not captured in water usage data. Fortunately, since 99% of the flow that
origmates from SMT 1s conveyed through SMTMA PS No. 3, flow resulting from I/ is captured in their flow meter
data, and since that data is used in the Budget Reconciliation calculation, SMTMA is paying for any increased flows
that result from unmetered /] sources.

l'able 2 presents SMTMA's percent contribution towards MHSBA's operational budget for the WWTP for years 201 7-
2021 as presented n past Budget Reconciliations, The percent contribution is based on the greater of the flows from
SMT's service area (Hill Street plus West Pine Street plus Route 34 connection points) or the minimum SMT flow of
100.000 GPD noted in the 1977 Agreement In cases where the percent contribution shown is greater than SMT's
pereent flow noted in Table 1, 1t is because the minimum flow contribution of 100,000 GPD was greater than SMT’s
actual flow.

Table 2: Comparison of actual eligible treatment costs and SMT’s responsible portion

Year Actual Eligible WWTP O&M Costs SMT % ot Total Eligible
w Total O&M SMT Portion Q&M Costs
2017 305,235 105,439 35
2018 318928 75,536 24
2019 369.023 97.007 26
2020 285.936 87.904 27
2021 3%8.935 117.64] 29

SMT FLOW VALIDATION

As noted in Table [, SMTMA's tflow ranged from 80.000 GPD o 149.000 GPD trom 2017-2021. SMTMA's 2021
Chapter 94 Report notes that they had 679 EDUs connected at the end of 2021, At SMT's 2021 ADF of 98,000 GPD,
this equates to approximately 150 GPDYEDU. Generally speaking. this flow is typical of the primarily residential arca
served by SMT sewers. Over the last five vears, SMTMA's tflow has ranged between 125 GPD/EDU and 232
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GPDIEDU. This range is largely dependent on how wet' of vear it is, with the higher flows per EDU indicative of a
wet year. MHSBA's flow has ranged between 219 GPLVEDU and 503 GPD/EDU. The overall higher average flow

per EDU for MHS connections is to be expected considering the relative age of the original system (196

2) as compared
to SMTMA's system.

-10-
MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2021

CONCLUSION

The following conclusions can be made based on the information presented:

I 99% of SMTMA's tlow enters the Borough through the SMTMA PS No. 3 forcemain discharge and this
volume is captured using the pump station's flow meter. The remaining 1% of flow
West Pine and Hill Streets, and the volume is estima
contribution from SMT is reported to MHSBA on a
Report.

enters the Borough on
ted based on water usage records. 100% of the flow
n annual basts through SMTMA's annual Chapter 94

2. Historic flow records indicate that SMTMA's flow makes up roughly 26% of the overall WWTP flow.

3. Historic Budget Reconciliation records indicate that SMTMA pays an average of 28% of the cligible WIVTP
operation and maintenance costs. The average Is slightly higher than SMTMA's

s S-year average flow
percentage due to reasons discussed under Section 4.

4. SMTMA's flow contribution averages 150 GPD/E

DU and represents a typical flow for the predominantly
residential nature of their service area. -

Based on the above facts] SMTMA has been accurately billed for

the treatment of their contribution of wastewater flows to the MHSBA WTP as per the billing

procedure
outlined in the 1977 Agreement.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
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DECEMBER 31, 2022
AND
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ON APPLYING AGREED-UPON PROCEDURES

HAMILTON & MUSSER, P.C.
Certified Public Accountants
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HAMILTON & MUSSER, PC

Certified Public Accountants « Consultants to Management

DAVID A HAMILTON. CPA « BARRY F.MIUSSER. CPAL CEPA (1939 - 2020}
TAMES AUKRIMMEL. MBA CPA CFECEF « ROBERT I MAST CPA« WITELAM P ASI IMAN. CPA

INDEPENDENT ACCOUNTANT’S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Authority Members
Mount Holly Springs Borough Authority
Mount Holly Springs, Pennsylvania

We have performed the procedures enumerated in the attached schedule of procedures, findings, and
recommendations on ¢ertain accounting records of Mount Holly Springs Borough Authority (the Authority) for the

period January 1,2022 1o December 31,2022, The Authority’s management is responsible for the certain accounting
records.

The Authority has agreed to and acknowledged that the procedures performed are appropriate to meet the intended
purpose of reporting on certain accounting records of the Authority for the period January 1, 2022 to December 31,
2022 for the use of the Authority. This report may not be suitable for any other purpose. The procedures performed
may not address all the items of interest to a user of this report and may not meet the needs of all users of this report
and, as such. users are responsible for determining whether the procedures performed are appropriate for their
purposes.

The procedures performed and the tindings obtained, il any. are summarized in the attached schedule of procedures,
findings. and recommendations.

We were engaged by the Authority to perform this agreed-upon procedures engagement and conducted our
engagement in accordance with attestation standards established by the American Institute of Certified Public
Accountants. We were not engaged to and did not conduct an examination or review engagement, the objective of
which would be the expression of an opinion or conclusion, respectively. on the certain accounting records of the
Authority. Accordingly. we do not express such an opinion or conclusion, Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

We are required to be independent of the Authority and to meet our other ethical responsibilities, in accordance with
the relevant cthical requirements related to our agreed-upon procedures engagement.

This report is intended solely for the information and use of the management and Authority Members of Mount Holly

Springs Borough Authority and is not intended to be and should not be used by anyone other than those specitied
parties.

May 3. 2023

i

Mechanicsburg, Pennsylvania Certified Public Accountants

Members of e merican and Pempsvivantia Instinies of € 15
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Procedures, Findings, and Recommendations
For the Year Ended December 31, 2022

Procedure 1:

. Perform a reconciliation of the approved Annual Budget of the Mount Holly Springs Borough Authority
(MHSBA) Wastewater Treatment Plant (WWTP) to the actual audited expenses of the Authority.
a.  Analyze expenses to be included in the report.
b. Receive approval of all expenses charged as a part of Operating and Maintenance with Mount Holly
Springs Borough Authority Management.

Findings to Procedure 1:
See Schedule of Revenues and Expenses

Per the November 14, 1977 "Agreement for Treatiment of Sewage" amended August 24, 1979 eligible costs do
not clude the salary, wages, and employee benefits and contributions of and on behalf of office stafl.
Management has determined that these costs are eligible costs in the agreement.

Procedure 2:
2. Based on the Certified Flow Data, calculate the share of Operating and Maintenance expenses owed by South
Middleton Township Municipal Authority (SMTMA)

Findings to Procedure 2:

See Calculation of South Middleton Township Municipal duthority's Share of WWTP Operation
Procedure 3:
3.

Using the payments that South Middleton Township (the Township) made during the calendar vear, calculate
the remaining amount due (payable) or overpayment (receivable) from South Middleton Township.

Findings to Procedure 3:

See Caleulation of South Middleton Township Municipal Authoriny's Shave of WWTP Operation
Procedure 4:

4. Prepare Budget to Actual Reconciliation Report
a.  Budget to Actual Reconciliation
b Calculation of South Middleton Township percent based on tlow
¢.  Caleulation of South Middleton Township Share of O&M expense

d. Calculation of amount due or overpayment from South Middleton Fownship
e.  Notes to Schedule
1. Introduction
ii. Purpose and Scope
iit.  Connection Point Identification
iv. Flow Analysis

Findings to Procedure 4:

See Schedule of Revennes and Expenses & Caleulation af South Middleton Township Municipal Autharin: s
Share of WWTP Operation

See Independent Accountant’s Report on Applving Agreed-Upon Procedures

~
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and Expenses
For the Year Ended December 31, 2022
Revenues
Interest $ 684.50

Revenue Interest 869 81

Total Interest Farnings 1.554.31
Sewer Charge

Sewer Charges — Penaities
Sewage Connection/Tapping Fee

578.284.63
8,504 .48

— 422100

Total Sewer Charges 591.010.11

Total Revenues $ 592.564.42
Expenses
Collection System
Maintenance & Repair 3.125.74
Total Coliection System 3.125.74
Admunistration & Operations
Misccllancous 196.12
Audit

5.500.00

Engineer Expense 14,902.82

Legal Expense

5.341.96
{nsurance Expense 14,519.30
State Permit Fees 1,100.00

Supervisor/Billing
Overhead Expenses
Dues. Mileage, Fte.

51.000.00
10,000.00
185.00
Total Admunistration & Operations 102.745.20
Wastewater Treatment
Operations Salartes
Overtime
Contracted Operations Service
Hospital Insurance — EB
Social Secunity — Boro - EB

2602774
175.50
107.250.00
12,286.57

2.286.95
Pension Plan Reimbursement — G.F. £0.,000.00
Software Support 4.212.96
Materials & Supplics 4.559.72

Chemucals
Laboratory Testing
Gasohne & Ol
Uniform Allowance

29.637 .88
18.890.00
241857

39116

Sce Independent Accountant’s Report on Applying Agreed-Upon Procedures

3
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MOUNT HGLLY SPRINGS BOROUGH AUTHORITY
Schedule of Revenues and Expenses — Continued
For the Year Ended December 31, 2022
Miscellancous 82.56
Communications 2,83929
Advertising & Printing 608.47
Public Utilities 35371.17
Repair & Maintenance Service 7.730.67
Vehicle Maintenance 346.89
Building & Grounds Maintenance 570.38
Shidge Disposal 14,491.16
Conferences & Training 60.00
Loan Payment 46,874.00
Capital Improvements 1,200.00
Depreciation Expense 187.559.00

Total Wastewater Treatment 585.870.64

—_—t0, 0 AT

$ 691,741.58

Total Expenses

Adjustnients
Loan Payment
Depreciation Expense
Capitalized Expenses

$ (46,874.00)

(187.559.000)
24,558.33
Total Adjustments (209,874 .67)

Total Eligible Costs 5 48] .866.9

See Independent Accountant's Report on Applying Agreed-Upon Procedures

e
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY

Caleulation of South Middleton Township Municipal Authority’s Share of WWTP Operation
For the Year Ended December 31, 2022

WWTP Township Annual
Flow Flow Payment
l'otal Flow (MG) 210.605 336478 by 0.00

Township Share of O&M Costs

Average Daily Flow (MGD) 0.577 0.0933 16.1698 %
Minimum Daily Flow (MGD) per 1977 Agreement 03375377 0.1 29.673617.3531
“ K f
A) SMTMA Share of O&M S
142 9872683 3
{233
B) State Subsidy Deduction (1/3 Total Subsidy) -
C) Capital Improvemnent Cost Allocation 24 558.33
D) Adjusted SMTMA Share (A-B+C) 167,545 5910%,
070,068
) Total Billed to SMTMA -
F) Total Accounted for by way of Credit to SMTMA 2020 Payment -
;) Total Paid on Account by SMTMA @ .
H) 2022 Amount SMTA owes MHSBA (G-D) (167.545.5910%
1) 68

D 2021 Budget Reconciliation (SMTA Owedowes MHSBA)
(20714767
I Net Amount SMTA Owes MHSBA S
11235

2

In cases where MHSBA owes SMTMA for the previous year operations, SMTMA can elect to have the
amount owed to them applied as a credit for the following year’s obligation. In cases where SMTMA owes
MHSBA for the previous year operations. a credit does not apply and the value entered here is zero.

Reflects total revenue per MHSBA vear-end actual budget plus MHSBA credit to SMTMA .
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Propased Sewer Operating Fund Budget
January 1. 2023 — December 31, 2023
Revenues
Taterest $ 300
Revenue Interest 900
Total Interest Earnings 1,200
Sewer Charge 616,710
Sewer Charges — Penalties 8,000

Sewage Connection/Tapping Fee

4.000

Total Sewer Charges

628710
Total Revenues $ 629919
Expenses
Collection System
Materials & Supplies 5 5,000
Maintenance & Repair 10.000
T&l 15.000
Total Collection System 30,000
Administration & Operations
Miscellaneous 100
Audit 2,500
Fngineer Expense 10,000
Legal Expense 3,000
Insurance Expense 12,000
State Permit Fees 3.000
Supervisor/Billing 83,000
Overhead Expenses 8,000
Dues, Mileage. Ete. 200

Total Administration & Operations 121 800

— T

Wastewater Treatment
Contracted Operations Services

117.000
Operations Salaries 55.004
Retircment — Employec Benetits 25.000
Overtime 500
Unemployment Compensation — EB 1.000
Workman’s Compensation - EB 1,000
Hospital Insurance — EB 12.000
Social Security — Boro — EB 3.000
Pension Plan Reimbursement - (. F. 80,000
Software Support 3,500
Materials & Supplies 5,000
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Chemicals
Laboratory Testing

See Independent Accountant’s Report on Applymg Agreed-Upon Procedures
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Proposed Sewer Operating Fund Budget — Continued
January 1, 2023 - December 31, 2023

Gasoline & O1l

Heating O1l & Diesel Fuels
Unitorm Allowance
Miscellaneous
Communications

Advertising & Printing

Public Utilities

Repair & Maintenance Service
Velucle Maintenance

Building & Grounds Maintenance
Studge Disposal

Conferences & Training

Loan Payment

Capital Improvements

Total Wastewater Treatment
Total Expenses
Adjustments
Loan Payment
Caputal Improvements
Total Adjustments
Total 2022 Proposed Fligible Costs
SMTA Share Prior to Capital Improvement Allocation
t'3 of Capital Improvements

2023 SMTA Share

Appendix B
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25,000
18,000

2,000
SO0
400
500

2,500
500

35.000
30.000
1.000
2,000
45,000
500
221,000
15,000

—_— s

701,900

—_— SV

b 853,700

S (221,000)
(15.000)

(236.000)

3 617,700
$ 99.881

5,000
$ 104,881



Case# 2024-04253-15 Received at Cumberland County Prothonotary on 10/11/2024 2:18 PM, Fee

Appendix B
Page 10 of 14

See Independent Accountant’s Report on Applying Agreed-Upon Procedures

-7-
MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2022

INTRODUCTION

This report summarizes the Budget Reconciliation process that is used to bill South Middleton Township Munieipal
Authority (SMTMA) for their share of operational costs associated with treating wastewater that originates from
within South Middleton Township (SMT) and is treated at the Mount Holly Springs Municipal Authority (MHSBA)
Wastewater Treatment Plant (WWTP). The procedure for billing is agreed to by both parties and is binding under the
November 14, 1977 "Agreement for Treatment of Sewage" (1977 Agreement), amended August 24 1979, that is

between Mount Holly Springs Borough Authority/Borough of Mount Holly Springs and South Middleton Township
Municipal Authority/Township of South Middleton.

Under the agreement, MHSBA owns an average daily flow (ADF) of 0.40 MGD and SMTMA owns an ADF of 0.20
MGD within MHSBA's wastewater treatment plant. Operations for the upcoming budget year are determined using
budgeted wastewater treatment costs obtained from MHSBA s annual budget and the estimated flow contribution trom
SMTMA. SMTMA then pays a quarterly mstallment to MHSBA for their proportionate share of operational costs.
Ther estimated share of operational costs is based on SMTMA's previous year's actual flow contribution compared
to the overall WWTP flow. At the end of cach calendar year, that payment is reconciled using actual tflows for the

subject calendar year and MHSBA actual budget figures. A copy of the Proposed Sewer Operating Fund Budget is
included on page 6 and 7 tor reference.

Asperthe 1977 Agreement, SMTMA's portion of the wastewater treatment budget is proportioned based on the greater
of SMTMA's actual ADF or a minimum flow of 100,000 GPD. For example, it SMTMA's ADF is 90.000 GPD, then
the proportionate share of costs is based on 100,000 GPD since it is greater than the actual flow. Likewise, i SMTMA's

actual ADF is 150,000 GPD, then the proportionate share of costs is based on the actual ADF since it is greater than
the minimum ADF of 100.000 GPD.

PURPOSE AND SCOPE

The purpose of these agreed upon procedures is to evaluate the (aimess of past billings to SMTMA as conducted
through the Budget Reconciliation process that is detined in the 1977 Agreement. The scope includes several steps to
make this determination. First, we verified the contribution of flow from SMT by identitying the connection pornts
within Mount Holly Springs Borough (Borough) where tlow from SMT enters MHSBA's collection system. Next, we
examined the proportion of flow coming from SMT as compared to the total low at the WWTP. Finally, we performed
a brief validation of flows based on experience with other clients as to whether the tlow contribution from SMT is
reasonable given the number of connections. A summary of the evaluation tollows,

BASIS OF ACCOUNTING

The accompanying schedules utilize a basis of accounting defined under the Intermunicipal Agreement. The expenses
are reported on the accrual basis o faccounting, except with respect to capital asset transactions. Specifically, capital
assel purchases have been included in current year expenses and depreciation expense has been exeluded.

FLOW ALLOCATIONS

Flow percentages used to allocate net adjusted operating and maintenance

expenses were derived from reports
provided by Mount Holly Springs Borough Authority’s engineers.

CONNECTION POINT IDENTIFICATION

There are five (5) points of connection within MHSBA's collection system where flow is conveyed from SMT.
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2022

CONNECTION POINT IDENTIFICATION (CONTINUED)

*  West Pine Street - Flow is conveyed from nine (9) residential properties in SMT via gravity to the gravity
sewer on West Pine Street. Flow from these properties is accounted for in the Budget Reconciliation from
water usage data that SMTMA provides with their annual C hapter 94 Report.

¢ Hill Street - Flow is conveyed tlow from one (1) residential property in SMT via gravity to the gravity sewer
on Hill Street. Flow trom this property is accounted for in the Budget Recenciliation from water usage data
that SMTMA provides with their annual Chapter 94 Report.

*  Butler Street - Flow is conveyed {rom the United Methodist C hurch (the Church) in SMT via a sewer lateral
connection to the gravity sewer on Butler Street. SMT contirmed that this is nota SMTMA customer, so they
do not bill them for sewer and does not provide a water usage estimate in their Chapter 94 report for this
property. The Borough indicated that they do not bill the Church either. There was some recollection from
SMTMA that the Borough agreed to include the Church in their service area; however, it wasn't contirmed.
Prior engineers followed-up with SMTMA to request if they could provide any documentation supporting

the understanding that the Church should be MHSBA's customer; however, we have not heard back as of the
date of this memo.

Route 34/North Baltimore Ave - Flow is conveyed [rom approximately 645 parcels to SMTMA's PS No.
3. whose forcemam ties into the gravity sewer on Route 34/North Baltimore Avenue. just north of the
intersection of Watts St. and Route 34. Flow from these connections is captured by the flow meter at SMTMA
PS No. 3. This low data 1s provided 1o the Borough on an annual basis through SMTMA's Chapter 94 Report
submission to MHSBA and is accounted for in the Budget Reconciliation calculation.

e Mill Street - SMTMA constructed a tie-in connection to the terminal end of MHSBA's gravity sewer on Mill
Street, east of the WWTP. This is an emnergency use connection and is only to be used if there is a problem
with SMTMA's PS No. | forcemain. Valves are in place so that they can be "opened” to convey flow from
that pump station to the MHSBA WWTP: otherwise the valves are in the "closed” position and there is no
flow from SMT at this connection point. To the best of Mr. Williams and Ms. Hall's knowledge, this
connection has been active (i.e. no flow) during their respective tenures. Should this connection he used m
the future. there is a flow meter within the pump station to record the volume of flow conveyed to Mount
Holly Springs Borough Authority.

Based on the above connection points, all flow generated within SMT that is conveyed to MHSBA's WWTP
is captured through the SMTMA PS No. 3 flow meter and water usage data tor the properties on West Pine
Street and Hill Street. This combined flow 1s used in the Budget Reconcihation calculation The only
unaccounted for low source is from the Church, and further research is required to verity which
municipality's service area this falls under

FLOW ANALYSIS

The MHSBA WWTP s designed for an annual average flow of 0.70 MGD and maximum monthiy flow 01 0.97 MGD.
Table | provides a summary of average WWTP, SMT and MHS tlows. The average wastewater flow reported by SMT
over the last five years ranges from 80,000 GPD to 149,000 GPD: theretore the Borough's estimated water usage for
SMT is within the range of typical Hows reported by SMT. Based on the tlow data presented in Table 1. SMTMA's
ADF ranges from 24% to 30% of the total How.
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9.
MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2022

FLOW ANALYSIS (CONTINUED)

Table 1: Comparison of total wastewater treatment plan flow, MHSBA flow and SMT flow

Average Flow, MGD % WWTP Flow
Year Total
WWTP SMT WWTPp SMT MHS

2018 (0.628 0.149 0.479 24 76
2019 0.585 0.144 (.441 26 74
2020 0.374 0.098 0276 27 73
2021 0.337 0.098 0.239 30 70
2022 0.337 0.098 0.239 30 70

One thing to keep in mind when evaluating wastewater flow is that water usage does not equate to wastewater flow,
as sources of wflow and infiltration are not captured in water usage dat

a. Fortunately, since 99% of the flow that
originates from SMT is conveyed through SMTMA PS No_ 3. flow resulting from I/l is captured in their How meter

data, and since that data is used in the Budget Reconciliation calculation, SMTMA is paying for any increased flows
that result from unmetered L1 sources.

Table 2 presents SMTMA's percent contribution towards MHSBA's operational budget for the WWTP for years 2018-

2022 as presented in past Budget Reconciliations. The percent contribution is based on the greater of the flows from
SMT'’s service area (Hill Street plus West Pine Street plus Route 34 connection points) or the minimum SMT flow of
100,000 GPD noted in the 1977 Agreement. In cases where the percent contribution shown is greater than SMT's

percent flow noted in Table 1, it is because the minimum flow contribution of 100,000 GPD was greater than SMT s
actual flow,

Table 2: Comparison of actual eligible treatment costs and SMT’s responsible portion

Vear Actual Eligible WWTP O&M Costs SMT % of Total Eligible
cat ] o . Q&M Costs
Total O&M SMT Portion
2018 31K.928 75.536 24
2019 369,023 97.007 20
2020 285,936 87.904 27
2021 388,935 115411 29
2022 481 867 142 987 30

SMT FLOW VALIDATION

As noted w Table 1, SMTMA's flow ranged from 80,000 GPD to 149.000 GPD [rom 201%-2072 SMTMA'S 2022
Chapter 94 Report notes that they had 688 EDUs connected at the end of 2022 At SMT's 2022 ADF of 93.273 GPD,

this equales to approximately 130 GPD/EDU. Generally speaking, this flow is typical of the primarily residential arca
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served by SMT sewers, Over the last five years, SMTMA's flow has ranged between 125 GPD/EDU and 232
GPD/EDU. This range 1s largely dependent on how wet of a year it 1, with the higher flows per EDU indicative of a
wet year. MHSBA's flow has ranged between 219 GPD/EDU and 503 GPIVEDU over the past five years. The overall
higher average flow per EDU for MHS connections is to be expected considering the relative age of the original system
(1962) as compared to SMTMA's system.

-10-

MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Notes to the Agreed-Upon Procedures
For the Year Ended December 31, 2022

CONCLUSION
The following conclusions can be made based on the information presented:

L. 99% of SMTMA's flow enters the Borough through the SMTMA PS No. 3 forcemain discharge and this
volume is captured using the pump station’s flow meter. The remaining 1% of tlow enters the Borough on
West Pine and Hill Streets, and the volume is estimated based on water usage records. 100% of the tlow

contribution from SMT is reported to MHSBA on an annual basis through SMTMA's annual Chapter 94
Report.

9]

Historic How records indicate that SMTMA's flow makes up roughly 26% of the overall WWTP tlow.

3. Historic Budget Reconciliation records indicate that SMTMA pays an average of 28% of the eligible WWTP
operation and maintenance costs. The average is shghtly higher than SMTMA's S-year average tlow
percentage due to reasons discussed under Section 4.

4. SMTMA's flow contribution averages 150 GPDVEDU and represents a typical flow for the predominantly
residential nature of their service area. Based on the above facts SMTMA has been accurately billed for the

treatment of their contribution of wastewater flows to the MHSBA WTP as per the billing procedure outlined
in the 1977 Agreement.
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From: Gonder, Ryan T. <RGonder@meneeslaw coms>
Sent: Monday, October 9, 2023 3:10 PM

To: Stephanie Lindsay <slindsav@salzimannhughes coms
Subject; Re: Meeting with SMT/SMTMA

External Email Warning!

This email originated from outside of the organization. Do not click links or open attachments unless you
recognize the sender and KNOW the content is safe.

Hi Stephanie,

I hope al! is weil. Thank you for following up. I think we may agree on some of the
calculations that SMT provided in the letter. There appears that we may have done a

miscalculation in the spreadsheet. We are working to confirm that now. It doesn’ t make
sense to meet until we nail down our figures.

Thanks,

Ryan T. Gonder
rgonderdmeneeslaw.com
717.237.5340

From: Stephanie Lindsay <alindsay@salimannhughes. coms
Sent: Monday, October 9, 2023 1:48:54 PM

To: Gonder, Ryan T. <RGonder@meneeslaw coms

Subject: RE: Meeting with SMT/SMTMA

[EXTERNAL]
Good afternocon:

[ just wanted to follow up since | know you were out of town last week. Wouid any of the below
times work?

Thank you

From: Stephanie Lindsay

Sent: Tuesday, October 3, 2023 9:33 AM

To: Gonder, Ryan T. <RGander i micneeslaw . coms>
Subject: RE: Meeting with SMT/SMTMA

Good morning:

Below are a few dates and times for your consideration.

10/10 at 2:00 pm
10/12 at 1:00 or 2:00 pm

Thank you
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From: Gonder, Ryan T. <RGonder@meneesiaw coms
Sent: Friday, September 29, 2023 2:50 PM

To: Stephanie Lindsay <SLindsay@salzmannnughes.com>
Subject: RE: Meeting with SMT/SMTMA

External Email Warning!
This email originated from outside of the organization. Do not click links or open attachments unless you
recognize the sender and KNOW the content is safe.

Hi Stephanie,

Thank you for reaching out. That day/time will not work for us. Could you shoot us over a few
dates/times and then we will coordinate internally and get back to you? | am out of tawn next week,
so could we look to 10/9 or later?

Thank you very much.
Respectfully,
Ryan T. Gonder

Public Finance & Government Services Group
State & Local Tax Group

McNees Wallace & Nurick LLC
100 Pine Street
Harrisburg, PA 17101

Tei: 717.237.5340
McNees Website | Linkedin | Public Sector Blog

The foregoing message may be protected by the attorney-client privilege. If you believe it has been sent to you in

error, do not read it. Please reply to the sender that you have received the message in error, then delete it. Thank
you.

From: Stephanie Lindsay <iiindsay@salsmannnughes coms
Sent: Friday, September 29, 2023 10:42 AM
To: Gonder, Ryan T. <RGonder (D nces ay.c om>

Subject: Meeting with SMT/SMTMA

[EXTERNAL]
Good morning:

I've been asked to coordinate a meeting with SMT/SMTMA and yourseif to discuss issues rejated to

the 1977 IMA. Please let me know if you would be available to meet on October 5™ at 2:00 at the
SMT office.
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Thank you

Stephanie A. Lindsay
Paralegal

79 St Paul Drive | Chambersburg, PA 17201
Office: 717.263.2121 Ext. 1109
Fax:  717.263.0663

ALZMANN
GHES,PC.

Attorneys at Law
M
www.salzmannhughes.com

Notice: This communication, including attachments, may contain
the attorney/client or other privileges. It const
designated recipient(s)

information that is confidential and protected by
itutes nan-public information intended to be conveyed only to the

-If the reader or recipient of this communication is not the intended reci

pient, an employee
or agent of the intended recipient whao is responsible for de}

ivering it to the intended recipient, or you believe that
you have received this communication in error, please notify the sender immediate

delete this e-mail, inctuding attachments without reading or saving them in any manner. The unauthorized use,
dissemination, distribution, or reproduction of this e-mail, including attachments, is prohibited and may be

unlawful. Receipt by anyone other than the intended recipientis) is not a waiver of any attarney/client or other
privilege.

ly by return e-maii and promptly

BEWARE! WIRE FRAUD IS ON THE RISE.

Accepting wire and disbursement instructions by email is dangerous, especiaily

] changes to those instructions. Verify by calling the originator of the email
— using praviously known contact information prior to sending funds.
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Sm m 7«0&“" W A«W Administration of:

PO.Box 8 Sewer System
345 Lear Lane Water System
Boiling Springs, PA 170070008 | | ———

Fax: 717-258-3599
Website: www.smtma net

April 15, 2024

VIA HAND DELIVERY AND FIRST CLASS MAIL

Michael Gwozdecki, Authority President
Mt. Holly Springs Borough Authority
200 Harman Street

Mt. Holly Springs, PA 17065

RE:  Wastewater Treatment Payments
Dear Mr. Gwozdecki:

I wnite on behalf of South Middleton Township Municipal Authority (“SMTMA™) in
follow up to Josephine Hall's letter dated February 16, 2024, At the next regular meeting of the
South Middleton Township Board of Supervisors on April 25, 2024, the Beard of Supervisors
plans to approve payment to the Mount Holly Springs Authority in the amount of $82.631.60. as
requested in the letter from Thomas L. Day, Ir., dated January 24. 2024. As we have consistently
rclayed. SMTMA continues (0 seck an amicable relationship with Mount Holly Springs Borough
and the Mount Holly Springs Borough Authority (collectively, “Mount Holly Springs™)

While SMTMA continues to dispute Mount Holly Springs’ calculations, the amount
requested by Mount Holly Springs pursuant to the Intermunicipal Agreement dated November 14,
1977, as amended (the “IMA™) will he paid in good faith and in the expectation that a mecting
between the parties will be scheduled without further delay. In that meeting, SMTMA would like
to discuss and review SMTMA s novments and obligations for 2021, the flaw calculations for
2021 and 2022, and certain costs and expenscs and corresponding cost increases for 2022 and
2023, We propose a meeting that would include two Mount Holly Springs Board members, two
SMTMA Board members, Tom Day, Cory Adams, and Josephine Hall. We do not believe the
attendance of our respective legal counsel would be necessary. In addition to resolving the current
impasse. SMTMA s hope remains that such a meeting will help to restore the amicable and long-

standing relationship we have established and alleviate any further disputes that may otherwise
arise.
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As areflection of SMTMA’s commitment toward a good working relationship, we plan to
remit the payment, as mentioned above, in good faith. SMTMA remains optimistic that a meeting
with Mount Holly Springs to review and resolve these current issues will help to enable each
party’s timely compliance with contractual obligations pursuant to the IMA going forward.
Josephine Hall will contact you in a separate email to provide potential dates and times that we are

available for a meeting to discuss these issues with the expectation that a meeting will be held in
the very near term.

Sincerely,

8.4 (ko

Bryan Gembusia, Chairman

ce: Mount Holly Springs Borough Authority
Mount Holly Springs Borough Council
SMTMA Board Members
South Middleton Township Board of Supervisors
Bryan Salzmann, Esq., South Middleton Township Solicitor
Cory S. Adams, South Middleton Township Manager
Josephine Hall, Authority Manager
Rvan Gonder, Esq.. MeNecs Wallace & Nurick LLC

o
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Sm Wal 7”“(’ W M Administration of:

PO.Box 8 Sewer System
345 Lear Lane Water System
Boiling Springs, PA 17007-0008 -
Telephone: 717-258-6476
Fax: 717-258-3599
Website: www.smitma.net

September 27, 2024

VIA HAND DELIVERY AND FIRST CLASS MAIL

Michael Gwozdecki, Authority President Sherry Boyles, Borough President
Mount Holly Springs Borough Authority Mount Holly Springs Borough
200 Harman Street 200 Harman Street

Mt. Holly Springs, PA 17065 Mt. Holly Springs, PA 17065

RE: Wastewater Treatment Payments

Dear Mr. Gwozdecki and Mrs. Boyles:

I write on behalf of South Middleton Township Municipal Authority (“SMTMA”). The
SMTMA Board has approved payment to the Mount Holly Springs Borough Authority in the
amount of §149,378.52 representing payment through the third quarter of 2024 pursuant to the
Intermunicipal Agreement dated November 14, 1977, as amended (the “IMA™). This payment is
being made in good faith based upon what SMTMA has calculated is owed from the information
presently available to SMTMA. SMTMA reserves its right to a credit or reimbursement if its
payment is more than SMTMA owes under the IMA.

Prior to the filing of the lawsuit by Mount Holly Springs Borough and the Mount Holly
Springs Borough Authority (collectively, “Mount Holly”), SMTMA repeatedly conveyed
concems regarding the calculations provided by Mount Holly with respect to payments
purportedly owed by SMTMA under the IMA. The Second Amended Complaint filed in Mount
Holly’s legal action, coupled with the multiple versions of reconciliation reports, demonstrate that
SMTMA was correct to be concerned and that, in fact, Mount Holly’s calculations were incorrect.
As just one example, Mount Holly’s Second Amended Complaint admits that for 2021, Mount
Holly owes SMTMA money where Mount Holly previousty claimed that SMTMA owed Mount
Holly for 2021. Additionally, Mount Holly’s claim includes “interest” for alleged payments owed
by SMTMA. 1tis simply unreasonable and not in compliance with the terms of the IMA for Mount
Holly to demand SMTMA pay any interest where, by your own admission, Mount Holly

incorrectly calculated the same amounts for which Mount Holly is seeking to charge SMTMA
interest.

Before Mount Holly initiated litigation, in its letters dated September 14, 2023, February
16, 2024, and April 15, 2024, SMTMA requested a meeting with Mount Holly to discuss and
review the current payment disputes in the hope to resolve the same, to help to restore the amicable
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and long-standing relationship we have established, and to alleviate any further disputes that may
otherwise arise. Given the clear miscalculations recognized by Mount Holly, and SMTMA’s good
faith payment, SMTMA is again asking for such meeting and hopes that Mount Holly will agree.

Please advise promptly if Mount Holly will agree to meet and if Mount Holly has any
proposal for the terms for conducting the meeting. '

Sincerely,

Jisephine Hall, Authority Manager

cc:  Mount Holly Springs Borough Authority
Mount Holly Springs Borough Council
SMTMA Board Members
South Middleton Township Board of Supervisors
Bryan Salzmann, Esq. and Isaac P. Wakefield, Esg. of Salzmann Hughes, Solicitor to
South Middleton Township and South Middleton Township Municipal Authority
Cory S. Adams, South Middleton Township Manager
Ryan Gonder, Esq., McNees Wallace & Nurick LLC
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THIS CHECK CONTAINS VISIBLE FIBERS, A VOID PANTOGRAPH, AND A TRUE WATERMARK IN THE PAPER

-

SOUTH MIDDLETON TOWNSHIP CHECK NO. 45698 f0-1503
GENERAL FUND ORRSTOWN BANK

520 PARK DRIVE SHIPPENSBURG, PENNSYLVANIA

BOILING SPRINGS, PA 17007

( VENDOR | CHECK DATE | CHECK AMOUNT )
L 80 | o09/13/2024 ) $148378.52 )

PAY One Hundred Forty-Ning Thousand Three Hundred Seventy-Eight snd 52/100 Doilars™

MT. HOLLY SPRINGS BOROUGH , ¢
TO THE 200 HARMAN ST :
ORDER
MT. HOLLY SPRINGS, PA 17065 YWy A ) Lreandiy

SOUTH MIDDLETON TOWNSHIP 46638
s N/ N ~ " Y
INVOICE DATE | INVOICE NUMBER ACCT/INVOICE DESCRIPTION NET INVOICE] PO NO.
091324 payment $149.378.52
. A o .. A J J
Vendor 80 MT.HOLLY SPRINGS BOROUGH Chack Total: $149,378.52 46638

Check ddivered with
letrer Yo Audnority President,
Michoe! Gwozdeck
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
FINANCIAL STATEMENTS
FOR THE YEAR ENDED
DECEMBER 31, 2021
AND
INDEPENDENT AUDITOR'S REPORT

HAMILTON & MUSSER, P.C.
Certified Public Accountants
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MOUNT HOLLY SPRINGS ROROUGH AUTHORITY _
Combining Schedule of Revenues, Expenses, and Change in Net Position — Modified Cash Basis
For the Year Ended December 31, 2021

Operating Revenue

Charges for Services -~ Water
User Fees and Penalties
Treatment Charges
Connection and Water Meter Fees
Miscellaneous

Total Operating Revenue

Operaling Expenses
Public Works
Operattons and Maintenance

Chemicals
Employee Benefits
Engineering Supplies
Gas and Oil
Maintenance, Repairs, and Replacements
Matenals. Supplies and Lab Tests
Payroll Taxes
Salaries
Sludge Dispaosal
Uniform Allowance
Utilities

Total Operations and Maintenance

Administrative
Administrative Charge
Authority Board
Conferences, Tratning, and Publications
Insurance
Legal and Accounting
Miscellaneous
Software Support
Telephone

Total Administrative
Total Public Works
Depreciation
Water
Sewer

Total Depreciation Expense

Operating Income

Water Sewer Total
296,522 3 601,531 898,053
- 131,592 131,992
40,500 4,221 45,121
- 38,346 38,346
337,422 776,090 1,113,512
- 34,243 34,243
9.880 81,879 91,759
17,150 27,627 44777
. 3,506 3,506
68,399 54,477 122,876
10,813 26,074 36,887
3,054 S,725 8,779
41,429 85,355 126,784
- 17,193 17,193
. 1,314 1,314
19,613 39837 59,452
170,340 377,230 547,570
51,540 31,960 83,509
%6 - 96
4,203 819 5022
3,245 14,560 23,805
3,869 3,058 6,927
4223 10,302 14,525
3,940 3,889 7,829
1.586 3.878 5464
78,702 68,475 147,177
249,042 445,708 694,747
2,920 - 2,920
- 169.968 169,968
2,920 169,968 172,888
85,460 160,417 243 877

See Independent Auditor’s Report
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
FINANCIAL STATEMENTS
FOR THE YEAR ENDED
DECEMBER 31, 2022
AND
INDEPENDENT AUDITOR'S REPORT"

HAMILTON & MUSSER, P.C.
Certified Public Accountanis
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Combining Schedule of Revenues, Expenses, and Change in Net Position — Modified Cash Basis
For the Year Ended December 31, 2022

Operating Revenue
Charges for Services
User Fees and Penalties
Connection and Water Meter Fees

Total Operating Revenue

Operating Expenses
Public Works
Operations and Maintenance

Chemicals
Employee Benefits
Engineering Supplies
Gas and 01
Maintenance, Repairs, and Replacements
Materials, Supplies and Lab Tests
Payroll Taxes
Salaries
Sludge Disposal
Uniform Allowance
Utilities

Total Operations and Maintenance

Administrative
Administrative Charge
Authority Board
Conferences, Training, and Publications
Insurance
Legal and Accounting
Miscellaneous
Software Support
Tetephone

Total Administrative
Total Public Works
Depreciation
Water
Sewer
Total Depreciation Expense

Operating Income (Loss)

Water Sewer Total

291,372 596,489 $ 887,861
24,810 4221 29,031
316,182 600,710 916,852
- 29,638 29,638
- 92,287 92,287
3,293 14,903 20,196
- 2,419 2419

44213 11,774 55987
3,197 23,450 26,647
1,577 2,287 3,864
20,578 26,204 46,782
- 14,491 14,491

- 391 391

16,909 35371 52,280
91,767 253,215 344 982
34,900 158,310 193,210
63 - 63
3,619 608 4227
2,479 14,519 23,998
3,875 10,842 14,717
4.450 12,764 17,214
4,120 4213 8,333
3.100 2.839 5,939
63,606 204,095 267,701
155,373 457310 612,683
3,825 - 3,825

- 187,559 187,559

3,825 187,559 191,384
156,984 (44.159) 112,825

See Independent Auditor’s Report
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MOUNT HOLLY SPRINGS BOROUGH AUTHORITY
Combining Schedule of Revenues, Expenses, and Change in Net Position — Modified Cash Basis
For the Year Ended December 31, 2023

Operating Revenue
Charges for Services
User Fees and Penalties
Treatment Charges
Connection and Water Meter Fees

Total Operating Revenue

Opcrating Expenses
Public Works
Operations and Maintenance

Chemicals
Employee Benefits
Engineering Supplies
Gas and Oi!
Maintenance, Repairs, and Replacements
Materials, Supplies and Lab Tests
Payroll Taxes
Salaries
Shudge Disposal
Utilities

Total Operations and Maintenance

Admmnistrative
Admunistrative Charge
Conferences, Training, and Publications
Insurance
Legal and Accounting
Miscellaneous
Software Support
Telephone

Total Administrative
Total Public Works
Depreciation
Water
Sewer
Tutal Depreciation Expense

Operating hicome (I o0ss)

Water Sewer Total
$ 358,571 593,477 952,048
- 100,000 100,000
2.045 - 2.045
360,616 693,477 1,054,093
- 36,346 36,346
- 106,698 106,69%
4,135 5,700 9,835
- 3,487 3,487
38,682 13,831 52,513
6.163 25,048 31,211
1,588 2,869 4,457
24,651 33,167 57,818
- 17,638 17,638
20,440 36,223 56,663
95,659 281,007 376,666
34,658 200,083 234,741
4,280 - 4280
8,092 16,184 24,276
3,820 9,855 13,675
5,277 11,171 16,448
4,468 3,144 7,612
2,263 2,001 4266
62,860 242438 305,298
158,519 523,445 681,964
3.825 - 3,825
189421 189421
3IN2S 189421 193,246
198.272 19.389) 78.883

See Independent Auditor’s Report
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Mount Holly Springs Borough Authority
200 Harman Street
Mt. Holly Springs, PA 17065

Regular Meeting Minutes
March 14, 2024

CALL TO ORDER

Chairman Mike Gwozdecki called the March 14, 2024 Authority meeting to order at 5:00
p.m. Members stood and recited the Pledge of Allegiance to the flag.

MEMBERS PRESENT

Mike Gwozdecki, Judy Russell, Deborah Halpin-Brophy, James Collins Il, Pennoni
Representative Ryan Jongezoon, WWTP Josh Kuhn

BOROUGH Chief/Borough Manager Tom Day

MEMBERS ABSENT Brian Robertson & Engineer Greg Rogalski
RECOGNITION OF VISITORS No visitors

REVIEW OF REGULAR MEETING MINUTES-FEBRUARY 8, 2024

Jim Collins made a motion to approve the Authority meeting minutes of February 8, 2024.
The motion was seconded by Deb Brophy. Motion passed.

BILLS FOR APPROVAL-FEBRUARY 2024

Jim Collins made a motion to approve payment of the water and sewer bills for February
2024. The motion was seconded by Judy Russell. Motion passed.

ENGINEER’S REPORT

Mr. Jongezoon reported he received an email from Nick Shearer for the Chapter 94 report.
They just received the report from South Middleton Township and was reviewed by Mr.
jongezoon. He should finish up the Mt. Holly report tomorrow and should be ready next
Wednesday or Thursday. Mr. Day asked if the flow rates were verified from Pine Road. Mr.
Jongezoon indicated he would verify the flows. Last year there was a conflict when Nick did the
actual audit. South Middleton argued the figures were not correct.

Mr. Jongezoon stated the small water and sewer grant has been awarded to Mt. Holly
Springs in the amount of $391,000 for the water main replacement on MclLand Road between
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Sycamore and Pine Road. Mr. Jongezoon indicated they completed a field survey and will get
some plans together. The asbestos pipe would be replaced with ductal iron. Mr. Day stated
along with the $391,000 another $125,000 would be needed depending on where the pipe is
ran. Mr. Day reported the Authority did not get the five and one half million grant for the new
water system on the south end of town.

OLD BUSINESS

Sludge Hauling Contract-Mr. Day received information pertaining to the sludge hauling
contract. The Authority is running on a year expired contract with Waste Management. The
proposed rate went from $94.00 to $122.00 per ton. When the bids were put out the last time,
there was the only bidder. Mr. Day indicated he would reach out to Park’s to see whether they
would be willing to put in a bid. The matter would be discussed at April's meeting.

NEW BUSINESS

Treasurer’s Report-Jim Collins made a motion to approve the Treasurer’s Report for February
2024 as presented. The motion was seconded by Deb Brophy. Motion passed.

Borough Report-Mr. Day reported starting May 1, 2024 that would be the first collection of
rent for 50 Maple Street and would be $750 per month. A rental agreement has been drawn up
and signed.

Rescind Line of Credit-Jim Collins made a motion to rescind the 51,000,000 line of credit for
the H20 grant approved on May 11, 2023. The motion was seconded by Judy Russell. Motion
passed.

Mr. Day reported the initial $1,000,000 investment as of February 29, 2024 is worth
$1,044,171.11. The current rate is around 5%.

Mr. Day reported he has reached an impasse with South Middleton. The Authority would
have to file suit against them for the money that is owed for the reconciliation. A letter was
hand delivered to them and a letter was sent to all the supervisors and all the hoard members
on February 20, 2024 stating they pay 75% of what they owed pending litigation or mediation
to determine what they claim they owed and what the Authority believes they owe. There was
no response from South Middleton. Since 2021 the Authority received no payment and
nothing in 2022. In August of 2023 South Middleton sent $100,000 and said it was in good faith
and no other payment has been received as of this date. South Middleton owes the Authority
approximately $160,000 and the interest and penalties. Mr. Day stated there is no sense
paying Ryan to send worthless papers that they are ignoring. They are also seeking legal fees
and Mr. Day wants the agreement dissolved as a breach of the agreement and see if the Judge
can’t force South Middleton to come to the table to re-negotiate the agreement.

Jim Collins made a motion to proceed with litigation against South Middleton. The motion
was seconded by Judy Russell. Motion passed.
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Tom Day reported Josh has the flow meters placed in the long run that runs parallel with
Mountain Creek. There is one on East Pine Street that will collect the flow coming from the
paper mill and all the houses on E. Pine St., Brenely Lane and Mountain Street. The other meter
is behind Shildts house and will pick up the flow on Orange Street. The meters would be in for
30 days.

Mike Gwozdecki asked about Terry Rickert hooking onto the system. Mr. Day stated he was
using his well for the domestic water instead of being tapped in the Authority’s system. Mr.
Gwozdecki suggested sending him a copy of the hookup reguiation. Judy Russell suggested
having the attorney send him a letter.

Mike Gwozdecki suggested putting a flow meter at Rickert’s property. Tom & losh would
look into the matter.

Deb Brophy questioned if the Authority would consider raising the NSF fee charged for bad
checks. Mike Gwozdecki stated $14.00 was not enaugh to process the paperwork and asked to
have some research done for the next meeting. Mrs. Russell suggested checking the rules and

rates & regulations.

Deb Brophy reported someone approached her about having problems paying their bill.
Mrs. Brophy indicated she went on the internet and found assistance through LWHEAP.

Mike Gwozdecki stated the next meeting would be on April 11" at 5:00 p.m.
ADJOURN

Mike Gwozdecki adjourned the March 14" meeting at 5:38 p.m.

Respectfully submitted,

Pat Fisher
Utility Billing Clerk
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CERTIFICATE OF SERVICE

I, an employee of Salzmann Hughes, P.C., hereby certify that on the 11" day of October,

2024, T served a true and correct copy of the foregoing document via email and United States mail,

first class, postage prepaid, and addressed as follows:

Erik Roberts Anderson, Esq.
Ryan T. Gonder, Esgq.

Matthew L. Hoke, Esq.
MCNEES WALLACE & NURICK LI.C
100 Pine Street, P.O. Box 1166
Harrisburg, PA 17101
eanderson@mcneeslaw.com
rgonder@mcneeslaw.com
mhoke@meneeslaw.com
Attorneys for Plaintiffs

SALZMANN HUGHES, P.C.

Date: October 11, 2024 By:  /s/ Michelle McGroary
Michelle McGroary, Paralegal to

Isaac P. Wakefield, G. Bryan Salzmann, and
Elana D. Schnall
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CERTIFICATE OF COMPLIANCE

[ certify that this filing complies with the provision of the Public Access Policy of the
Unified Judicial System of Pennsylvania: Case Records of the Appellate and Trial Courts that
require filing confidential information and documents differently than non-confidential

information and documents.

Date: October 11, 2024 By: /s/Isaac P. Wakefield
Isaac P. Wakefield




