MUHLENBERG TOWNSHI P AUTHORITY
MINUTES OF A REGULAR MEETING OF THE BOARD

A regular meeting of the Board of Muhlenberg Township Authority, Water and

Sewer
(E.S.T.)
at
10:00
a.m.
at
beginning
December7,2017,
Thursday,
on
Projects, was held
2B4O Kutztown Road, Hyde Park, Muhlenberg Township, Berks County, Pennsylvania,
pursuant to notice both advertised and posted according to law.
The following members of the Board were present:

Stewart E. Lerch
Douglas Botch
John lmhoff
John Morganti

Also in attendance were Authority Manager Jeffrey A. Calpino, Mark G. Yoder of
counsel and Christina Crawford, P.E., of SSM Group, consulting engineers to the
Authority. Muhlenberg Township Commissioner Steve Wolfinger joined the meeting

in

progress as indicated in these Minutes.

The meeting was called to order at 10:00 a.m. by Chairman Lerch.
Mr. Lerch advised that the first part of the meeting would be dedicated to a workshop on
financial and budgetary matters.

Mr. Calpino reviewed the Financial and Operating Reports of Management for the
quarter ending September 30, 2017. With regard to the Water Department, expenses
through the first three quarters of the year are in line with budgeted figures. The line
item for "Water Purchased" is under budget due to RAWA offering MTA its wholesale
rate. Mr. Calpino advised that the effect of relinquishing four customers on N. 13th
Street will be seen in the next quarterly report. Overall, Water Department expenses
were approximately $100,000 under budget.
Water revenues for residential and commercial customers were over budget through the
third quarter. lndustrial revenues are under budget. Overall, revenues were
approximately $80,000 under budget. The financial performance of the Water
Department allowed for the accumulation of net income for capital improvements in the
amount of approximately $200,000 through the first three quarters of the fiscal year.
Unaccounted-for water for the quarter was 1Soh, and unaccounted-for water
year-to-date.

is

17%

Discussion occurred with regard to reducing scheduled overtime. lt was noted that
overtime costs incurred by the Authority were over $16,000 in the quarter and over
$49,000, year-to-date. Mr. Lerch suggested that scheduling changes might result in
overall cost savings to the Authority.

The Cash Flow Report for the Water Department reflects a net increase in cash through
the first three quarters of the year of $196,965. Capital expenses through the first nine
months total over $1,000,000. Additional capital expenses will be reflected in the Fourth
Quarter Report, since the final invoices for the Tank Repainting Project were not paid
until after September 30.

With regard to the Sewer Department, expenses are over budget with regard to
maintenince of mains, largely attributable to the fact that inflow and infiltration work is
being shown as an expense, at the advice of the Authority auditors. ln past years, the
Authority had capitalized l&l work.

Mr. Calpino advised that several maintenance categories are under budget due to
ongoing preventive maintenance programs implemented by the Authority.
Disposal costs are slightly over budget, due to increased flows to the City because of
high levels of precipitation in the quarter.
Overall, sewer expenses exceeded budgeted levels by approximately $140,000.

Most revenue categories for the Sewer Department are in line with the budget or slightly
over budget. Overall, revenues exceeded budgeted levels by approximately $300,000
through the third quarter.

The figure for net revenues of the Sewer Department for capital improvements is
generally in line with the budget. Net revenues exceeded budgeted levels by
approximately $160,000. The cash flow of the Sewer Department reflects an increase
in cash of approximately $3.67 million through September. The Authority paid capital
expenses for the Sewer Department of only $229,000 through the end of the third
quarter.
Mr. Morganti made a motion to accept the Quarterly Financial and Operating Reports as
presented. That motion was seconded by Mr. lmhoff and unanimously adopted.

The Board then discussed a detailed Sewer Department spreadsheet prepared by
Board member Michael King and Manager Jeff Calpino. The spreadsheet pages are
based in part on debt service information provided by the City of Reading in response to
the Authority's request. Additionally, the spreadsheet projections reflecl 5% annual
increases in general expenses, and 3.5% increases in labor costs, consistent with the
current Collective Bargaining Agreement. Mr. King and Mr. Calpino developed revenue
and expense projections through 2040. Projections were prepared based on the
existing rate structure, and also on the basis of several rate increase proposals in future
years.
Mr. Calpino explained the work product he and Mr. King developed. The spreadsheets
allow the cash-on-hand in the Sewer Department to be tracked, as it changes based on

revenues compared to expenses each year. The spreadsheet reflects several rate
increase assumptions, one of which would implement an annual rate increase beginning
in 2020. Later implementation of rate increases would be possible, while retaining
significant reserve funds on hand, but would require a higher percentage increase using
the assumptions included in the spreadsheets.
Discussion of the spreadsheet prompted consideration of pending capital expenses of
the Authority. The importance of the Laurel Run sewer pump station was emphasized
by Mr. Calpino. The station is old, but was rehabilitated in the early 1990s.
Approximately B0% of the sewer flow of Muhlenberg Township Authority is directed to
the Laurel Run station. Significant upgrades to the Laurel Run station could prove to be
very expensive. Ms. Crawford is concerned that DEP review of the South Temple
Station might lead the regulator to closely review other pump station facilities of the
Authority. The Board discussed the possibility of financing large future capital
improvements, with debt service to be paid from Sewer Department revenues.

All in attendance expressed appreciation to Board Member King and Manager Calpino
for the work in preparing the assembling all required information and preparing the
spreadsheets of Sewer Department revenues and expenses through 2040. The Board
members uniformly believe that the work product will constitute a very useful tool for the
Board in 2018 and for years to come.

The Chairman then directed the Board's attention to the draft General Personnel
Policies and Practices of the Authority. The copies distributed to the Board represent
the existing Policies and Practices, showing several edits and suggested revisions.
Those edits were prepared by the committee appointed by the Chairman. Also the
solicitor suggested several edits based upon review of the Policies and Practices
compared to the provisions of the current CBA.

Mr. Calpino went through the Policies and Practices document line by line, highlighting
each change proposed by the committee or by the solicitor. Suggestions were received
with regard to various items. Mr. Calpino will incorporate all of the agreed-upon
revisions into a further revised draft to be distributed to all members of the Board for
approval at a subsequent meeting.
Mr. Wolfinger joined the meeting at this time.

After a break, the meeting reconvened into general session at 1:00 p.m. Discussion
continued with regard to edits to the Personnel Policies and Practices. At the
conclusion of that discussion, the Board began its review of the proposed 2018 Budget.

Mr. Calpino distributed draft budgets for the Water and Sewer Departments for 2018 to
each member of the Board. The budgets anticipate a 3.5% increase in labor costs and
a 5o/o increase in general expenses. All figures reflected on the Sewer Department
budget are based on actual 2017 figures, but the revenue figures assume a 10% senior
discount for sewer service to be implemented effective January 1, 2018. The sewer

budget anticipates no increase in sewer rates in 2018. The sewer budget was
discussed line by line. The budget reflects approximately $3.5 million being
accumulated for capital improvements through the end of 2018.

Mr. Lerch suggested adding a $50,000 line item to the Sewer Department (and also to
the Water Department budget) for the possible engagement of a general manager or
executive director to assist in management of the Authority. Mr. Lerch described his
vision of what the duties which would be assumed by the person holding that general
manager position. He also discussed his hope that a person filling such a position
would have an engineering degree, a business and financial background, experience
with water and sewer systems and water and sewer DEP licenses. Mr. Lerch believes
that such a person might be engaged under a three year contract, or a contract for such
other term as is agreed upon by the Board and the candidate. The general manager
would assign priorities to various capital projects of the Authority and would head-up the
various initiatives the Authority faces in order to serve the public and maintain regulatory
compliance. He contemplates that Mr. Calpino would continue to manage the daily
operations of the Authority, manage office functions, office and system software and
customer relations.

Mr. lmhoff advised that he is not certain he understands the proposed position well

enough to create a budget line item for it. Mr. Lerch stated that he would prefer to begin
a perionnel search soon, with a view towards engaging a general manager in 2018.

The Board members generally discussed the management structure of MTA. There
was no Board unanimity of opinion with regard to the need for a general manager or
executive director. After discussion, there was general consensus to set aside
budgeted funds in 2O1B for the possible engagement of a general manager. A line item
will be added to both the Water and Sewer Departments in the amount of $50,000
resulting in an aggregate budgeted amount of $100,000 for possible use in changes of
the management structure of the Authority.
Discussion then turned to the 2018 budget for the Water Department. Mr. Calpino
explained the proposed 2018 budgetassumptions. He indicated that 2017 will be cash
negative due to capital expenses, primarily repainting the Tuckerton Road elevated
tank. The 2018 budget reflects expenses very close to2017 budgeted expenses. Mr.
Calpino presented budget scenarios for the Water Department for 2018 assuming no
rate increase, and assuming a 3o/o, 5o/o, 8o/o and 10% water rate increase.

Mr. Calpino advised that the SCADA system of the Authority is over 10 years old.
Electronics and computer equipment is now outdated and failing. The SCADA system
will need to be placed on the capital expense list. Mr. Calpino has received an estimate
for SCADA upgrades of $377,600 which he intends to split equally between the Water
and Sewer Departments. He advised that the upgrade could be performed in stages.
The first stage, assuming the Authority elects to split costs of the SCADA upgrades,
would be to replace the servers at the office, at a cost of $54,500. Remote sites would
then be upgraded at a cost of $10,770 per station, for an aggregate cost to upgrade the

SCADA system at all Authority remote facilities of $333,100. Mr. Calpino suggested
that the programming work would be performed by Optimum Controls Corporation,
using upgraded software of the type currently in use by MTA.

Mr. Calpino advised that the budget anticipates $983,000 of capital expenses by the
Water Department in 2018,
The Board discussed water rates for 2018. Strong consideration was given to no rate
increase, a 3% increase and a 5% increase. ln response to a question from Mr. lmhoff,
Mr. Calpino confirmed that the 10% senior discount for sewer charges would be in effect
if the sewer budget for 2018 is adopted as presented. The senior discount does not
affect water rates of the Authority. After additional discussion, Mr. Botch made a motion
to approve the Water Department budget for 2018 as prepared by Mr, Calpino and
including a 3% water rate increase. That motion was seconded by Mr. lmhoff and
unanimously adopted.

The Minutes of the previous meeting of the Board held on November 9, 2017 were
approved on Mr. Morganti, seconded by Mr. Botch and unanimously adopted, based on
photocopies thereof provided to each member of the Board prior to the meeting.

Under the Engineer's report, Ms. Crawford advised that the Authority has received a
quote from Eichelbergers to abandon two wells at Dietrich Park in the approximate
amountof $8,110. With regard tothethird well drilled atthe Park, which showed great
potential as a public water supply source, it was agreed that the abandonment would
consist of cutting off the casing below ground, placing grout and stone in the casing as
required by DEP and then covering the well site. The second unsuccessful well which
was drilled at Dietrich Park will have the casing removed and the well hole filled with
grout and stone. Mr. lmhoff made a motion to contract with Eichelbergers to abandon
the wells, with work by SSM in finalizing the close-out of the Dietrich Park well sites to
be paid on a time and material basis. That motion was seconded by Mr. Botch and
unanimously adopted.

Mr. Botch attended the Township Commissioners' meeting at which the Commissioners
denied approval to proceed with development with the third test well drilled at Dietrich
Park. He expressed his view that the Commissioners were provided with incorrect
information with regard to the wellhead protection zone which would have been
necessary for the Authority to develop the well. The wellhead protection zone would
have a maximum radius of 400 feet, but the radius could have been reduced if the
permitted water withdrawal rate were reduced correspondingly. There would be no
need for the wellhead protection zone to encroach upon private properties or
residences, contrary to information shown to the Commissioners and the public at the
Township meeting. Additionally, Mr. Botch advised that the Commissioners were
provided with incorrect information with regard to the risk of sinkholes occurring based
on the well development. Both Scott Mundell, geologist with SSM, and the geologist
engaged by the Township viewed the possibility of sinkholes being created by the
Dietrich Park well development as very low. Mr. Botch believes the Commissioners

received confusing and possibly inaccurate information regarding the sinkhole risk,
That being said, Mr. Botch understands the decision for the negative vote by the
Commissioners, as related to the covenants which affect the land and which were a
condition of dedication of the park to Muhlenberg Township.

The Board briefly described the future effoft to develop an additional water supply.
Possible well sites will be explored. Mr. Lerch stated his view that the Authority should
focus primarily on development of a well in Muhlenberg Township. ln response to a
question from the Board, Mr. Calpino advised that refurbishment of the Authority's
existing wells will take place as and when circumstances permit.

Ms. Crawford advised that SSM requests a $5,000 budget to develop a scope of work
and begin engineering study of an alternative water supply well site in Muhlenberg
Township. Mr. Botch made a motion to approve budgeting the requested amount for
SSM in order to continue search for an additional public water supply well site.

With regard to the South Temple sewer pump station, a hydraulic analysis is undenvay.
Level monitoring will be discontinued later in December.

The Leiscz's Bridge Road Project is moving fonruard. SSM representatives are
reviewing the hydraulics of the system, as well as the sewer main layout relevant to a
proposed Leiscz's Bridge Road Project.

The videos from the 2017 lnflow & lnfiltration Project have been reviewed. SSM has
prepared a detailed list of repairs, broken out in categories of priority. There are two
situations which Mr. Calpino regards as emergencies. Ms. CraMord advised that SSM
concurs that the situations identified by Mr. Calpino should be repaired immediately.
One of those situations involves the installation of a Met-Ed utility pole directly through a
sewer main. The solicitor agreed that work on those two repairs could proceed on an
emergency basis, without formal bidding. Mr. Botch made a motion to authorize Mr,
Calpino to proceed with the emergency work, necessity of which was revealed by the
2017 l&l Video Project. That motion was seconded by Mr. Morganti and unanimously
adopted. The Authority will attempt to recover costs of repairs in the case where the
sewer main was damaged by MetEd.

The Pennsylvania legislature has appropriated funds for grants through the
Commonwealth Financing Authority. The Grant Program is intended to be used for
water or sewer projects of a total cost of between $30,000 and $500,000. Ms. CraMord
advised that SSM routinely handles completion of grant requests for its municipal
clients, at an engineering fee of $3,000. Multiple exhibits are needed in order to submit
a proper grant request under the CFA Program. ln addition, grant requests require a
$100 filing fee. The Board was in general agreement to authorize SSM to prepare a
grant request for the Authority to cover the SCADA system upgrade. By consensus, the
Board authorized SSM to proceed with that work. lt was noted that February 28,2018
is the filing deadline for CFA grants. There is a 15% co-payment requirement, meaning

o

that, even if the project were approved for full grant funding, 15% of the total cost of the
project would be the responsibility of MTA.

The Operations Report for the preceding month was presented by Mr. Calpino, a full
copy of which has been appended to these Minutes. Much of the work performed by
Authority personnel in the preceding month involved repair of curb boxes and services
and repair of water main leaks. Hydrant flushing throughout the Township has been
completed. ln response to a question from the Board, Mr. Calpino advised that the
Township has reimbursed the Authority for the cost of lettering on the elevated tank.
The engineering bills for the preceding month were reviewed. Mr, Botch made a motion
to approve payment of the bills as presented. That motion was seconded by Mr.
Morganti and unanimously adopted.

The accounts payable for both the Water and Sewer Departments were reviewed, full
copies of which have been appended to these Minutes. After brief discussion with
regard to costs associated with the sewer vacuum work on Route 61, Mr. Morganti
made a motion to approve the accounts payable as presented. That motion was
seconded by Mr. lmhoff and unanimously adopted. Mr. Calpino advised that the sewer
problem was created by a single identifiable customer, that being a diner connected to
the line which was determined to be clogged. The diner was later inspected, and the
grease trap was clean. ln accordance with prior practice, Mr. Calpino will deliver a letter
to the diner indicating that it will be responsible for any costs incurred by the Authority in
the future to vacuum or clean out sewer mains because of grease discharged by that
business.

Under the solicitor's report, Mr. Yoder advised that developer agreement documents
have been delivered to New Vision Builder and its consulting engineer, dH Enterprises
relative to the Monroe Street Project. Those documents have not yet been signed and
returned, and the Authority is still awaiting replenishment of the cash escrow account by
New Vision Builder. The Authority will require a letter of credit as financial security for
the water and sewer improvements intended for dedication.

A meeting has been arranged for December 13,2017 at 1:30 p.m. at the Muhlenberg
Township building to discuss the real estate situation involved with upgrading the South
Temple sewer pump station. Representatives of the Township, Muhlenberg School
District and the Authority will be in attendance. The School District is concerned about
deeding the entire tract at the corner of South Temple Boulevard and Fifth Street
Highway to Muhlenberg Township, since the School District cross-country course runs
across the grassy area behind the concrete swale to the rear of the existing pump
station. Additionally, the solicitor has determined that the title to the parcel in question
is somewhat complicated, and a quitclaim deed would likely be used in the conveyance

from the School District to the Township. The solicitor will report further at
subsequent meeting, following discussion with the Township and the School District.
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Althea Sekella has appealed the Magisterial District Justice award in favor of the
Authority with regard to destruction of a fire hydrant on Kutztown Road. Tom
Rothermel, Esquire, a partner of Mr. Yoder, will handle the appeal. Mr. Rothermel
routinely handles litigation matters involving medical issues in the course of his practice
which largely consists of workers' compensation matters.

The Authority has received debt service information from the City of Reading with
regard to the 2012 Sewer lntermunicipal Agreement. However, the Authority has
written to the City requesting additional Exhibit r quarterly reports for the second and
third quarter of 2017, as well as information regarding the sewer reserye fund and
funding of the sewer reserye by municipalities other than Laureldale, Muhlenberg and
Reading. As information is received from the City, the solicitor will pass it along to the
Authority Board and management.

The solicitor has prepared a letter for signature by Mr. Calpino accepting dedication of
the sanitary sewer main work performed by Met-Ed. That work has been completed
and inspected. On motion of Mr. Botch, seconded by Mr. lmhoff and unanimously
adopted, the manager was authorized to advise Met-Ed that Muhlenberg Township
Authority accepts the sanitary sewer work, subject to the eighteen month maintenance
period described in the easement document.

Mr. Botch presented the treasurer's report for the current period. The

Authority
experienced a net cash gain in November in the amount of $1,132,283.65. lnterest is
being paid under the Vist Bank ICA Program on deposit accounts of the Authority at the
rate of 0.48%. Mr. Morganti made a motion to accept the treasurer's report as
presented. That motion was seconded by Mr. lmhoff and unanimously adopted.

The Board considered the draft CDL Employee and Non-CDL Employee Drug and
Alcohol Policies, copies of which were distributed to each member of the Board prior to
the meeting. Mr. Calpino explained that those policies are based generally on the
Pennsylvania State Association of Township Supervisors template, which in turn was
prepared in order to conform with federal law. Mr. Calpino advised that the template
allows for several outcomes in case of a positive test. One option, rejected by
management due to the terms of the CBA and related employee insurances, is to
immediately terminate an employee upon a single positive test for drugs or alcohol. The
second option, elected by management and reflected in the draft policy statements
before the Board, allows for counseling and rehabilitation, but only one time. A second
positive test would result in discharge. An open question to be resolved by the Board
relates to how many weeks an employee would have in order to contact a qualified drug
or alcohol counselor, following a positive test. After discussion, the Board determined
that one week would be sufficient. Mr. Calpino will inseft language allowing for a single
week to contact an appropriate counseling service in both the CDL and Non-CDL
Employee Drug and Alcohol Employee Statements. On that basis, both Mr. Calpino
and the solicitor recommended option of the policies, with an effective date of January
1, 2018. Mr. Morganti made a motion to approve the CDL Employee Drug and Alcohol
Policy as well as the Non-CDL Employee Drug and Alcohol Policy, as presented and

modified consistent with discussion at this meeting, both with an effective date of
January 1,2018. That motion was seconded by Mr. Botch and unanimously adopted.
Mr. Calpino reminded the Board that the annual Christmas party of the Authority will be
held at the crab Barn at 1:00 p.m. on Friday, December 22,2017.
Meeting dates for 2018 were discussed. Each of the meetings will take place on the
first Thirrsday following the first Monday of the month, except for January and July. ln
January and July, the meeting dates will be moved back by one week, meaning that the
January meeting date will be January 11, 2O1B and the July meeting date will be July
12, 21ig. Meetings will commence at 1:00 p.m. and will take place at the Authority
office. Mr. Calpino will advertise the 2018 regular Board meeting dates in accordance
with law.

With regard to the pension plan revisions, Mr. Calpino advised that the transfer of funds
to Charles Schwab Bank took place on December 5, 2017. Notices have been provided
to retirees of the plan changes. Progress is being made with respect to the life
insurance policies which had been held under the pension plan. lt was determined that
if the policies are cashed out, the funds must go into the plan, but those funds may be
earmarked for each employee who had been insured.

Mr. Calpino advised that he should have cost quotes for group term life insurance
policies by the date of the next meeting. He asked for guidance concerning the amount
of insurance which should be quoted. By consensus of the Board, Mr. Calpino will
obtain insurance premium quotes based on 1.0x salary, 1.5x salary and 2.0x salary,
with quotes to be in hand by the date of the January 11,2018 Board meeting.

The Township is reserving a page for Muhlenberg Township Authority in its next
newsletter. Mr. Calpino wili be providing the Township with articles addressing various
MTA matters of interest, including the senior discount being implemented in 2018, the
water and sewer rates for 2018, a change in office hours, the possible scheduling of a
dedication ceremony for the repainted elevated tank, the emergency notification
(reverse 911) system of the Authority, as well as various other matters of general
interest.

There being no further business before the Board, the meeting was adjourned at 3:40
p.m. The nlxt regular meeting of the Board will be held on Thursday, January 11,2018
at the Authority office beginning at 1:00 p.m.

