MUHLENBERG TOWNSHIP AUTHORITY
MINUTES OF A REGULAR MEETING OF THE BOARD
A regular meeting of the Board of Muhlenberg Township Authority, Water and Sewer
Projects, was held on Thursday, Novemberg, 2017, beginning at 10:30 a.m. (E.S.T.) at
2840 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
Michael R. King
John lmhoff
Douglas Botch
John Morganti

Also in attendance were Authority Manager Jeffrey A. Calpino and Mark G. Yoder of
counsel. Christina Crawford, P.E., of SSM Group, consulting engineers to the Authority
joined the meeting for the general session beginning at 1.00 p.m., as did Muhlenberg
Township Commissioner Steve Wolfinger.

The meeting was also attended by representatives of Conrad Siegel, actuaries. Dave
Lytle and John Vargo were in attendance for Conrad Siegel, to review pension plan
matters.

The meeting was called to order at 10:30 a.m. by Chairman Lerch.
Chairman Lerch asked the representatives of Conrad Siegel to review progress to date
in examining the existing pension plan of the Authority and preparing recommendations
for review by the Authority Board.
NIr" Lytle advised that the Schwab investment account is open and functioning. When
funds are transferred to the Schwab account, there will be no effect on retirees except
that their checks will be delivered from Schwab as opposed to Wilmington Trust.
December 5, 2017 is the date scheduled for transfer of assets. Conrad Siegel
recommends that the Authority Board act as trustee, and release M&T Bank as trustee.
There would be additional costs to engage Schwab as trustee, and no significant
additional services would be delivered in exchange for the payment due to Schwab.

Conrad Siegel explained the choices the Board must make on how assets held in the
pension plan will be invested. Currently, the asset mix in the pension plan of the
Authority is approximately 63% equities and 37ok fixed income. That allocation is quite
similar to the allocation which is recommended by Conrad Siegel. Conrad Siegel
recommends 65% equities and 35% fixed income, to be rebalanced quarterly. The
Board agreed by consensus to follow the recommendations of Conrad Siegel, with
funds held in the investment account under the pension plan to be split 65% equities

and 35% fixed income. Conrad Siegel advised that the Board's determination will be
reflected on an lnvestment Policy Statement to be prepared for adoption by the
Authority.

The Board then discussed the investment style, comparing value investment
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market exposure, without weighting investments intentionally towards value or growthbased strategies.

Conrad Siegel confirmed that all fixed income instruments will be investment grade.
Conrad Siegel does not invest in high risk corporate bonds. Given the low interest rate
environment, Conrad Siegel recommends that the fixed income instruments be short to
intermediate term, in order to adjust more quickly if interest rates should begin to rise.

Conrad Siegel then discussed the issue of index investing versus active fund
management. The consensus of the Board was to generally invest in indexed funds.
Conrad Siegel expressed that they have had very satisfactory experience with
Vanguard lndex Funds.
All of these points will be incorporated into the lnvestment Policy Statement.
Discussion then turned to Conrad Siegel's analysis of benefits under the plan, the role
of life insurance in the plan, and strategies involving transition from the existing plan to a
revised Authority pension plan.

Conrad Siegel continues to perform actuarial work to verify the existing benefit
structure. Mr. Vargo explained that, in order to eliminate life insurance as a significant
component of the pension plan itself, there may be options with respect to transitioning
to a new plan,

First, life insurance, or the cash surrender value of that insurance, accrued by each
individual employee during employment, could be added to the aggregate fund from
which that employee's pension benefits are calculated. Alternatively, the life insurance
policy itself could be transferred at retirement to the employee. Questions arose with
respect to the obligation to continue to make premium payments on the policies under
the plan. Discussion continued and Mr. Vargo suggested it may be possible to cash out
the policies held under the plan, with the lump sum to be retained under the plan and
distributed at retirement, not as insurance but as a lump sum benefit. The question of
whether there would be adverse tax consequences, i.e. taxable events, associated with
any of these options will be explored by Conrad Siegel.

Mr. Vargo advised that the Authority pension plan is very unusual in establishing
entitlement to a very significant life insurance benefit. However that benefit is payable
only upon death of the employee. That fact makes it likely that employees would find
plan alternatives more attractive, if those alternatives provide for higher monthly benefits
and also for the possibility of a lump sum distribution of accrued cash value of

insurance. Furlher, it might be possible
deferred manner by rollover into an lRA.

to handle that lump sum benefit in a tax

Vargo distributed a handout indicating that the Authority is currently paying
approximately 16.5% of payroll into the pension plan, for investments and insurance.
That is a relatively high figure, compared with several other authorities handled by
Conrad Siegel in the Muhlenberg Township area. Mr. Vargo believes that it may well be
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possible to enhance benefit amounts, at less expense to the Authority. One component
of such a change might be to purchase term insurance for employees, outside of the
pension plan. Mr. Calpino will obtain pricing on group term life insurance policies. The
benefit amount under such arrangements is typically 2 to 3 times earnings.

Discussion continued with regard to transitioning from the existing pension plan
structure to an alternative plan. Open questions remain with regard to handling the
cash surrender value of existing whole life policies and obtaining answers to tax
questions concerning potential rollover of the cash surrender values into tax deferred
accounts of employees.
Mr. Calpino will confirm whether the insurance policies currently held under the plan
have a paid-up component, such that insurance premiums would not be due in order for
the paid-up benefit to remain in place in the event payment of premiums prospectively
should cease"
Mr. Lytle provided the Board with a form Resolution which would relieve M&T Bank of
its responsibilities of plan trustee, and by which the Authority would agree to serve as
trustee of its own pension plan. He also provided the Authority with Conrad Siegel's
standard Trust Agreement for adoption. That Resolution and the Trust Agreement will
be considered for adoption at the regular Board session which will begin at 1:00 p.m.

Both Conrad Siegel representatives advise that they will continue to review options
available to the Authority, and will remain in contact with Authority management with
regard to further recommendations concerning the plan. ln the meantime, the Conrad
Siegel investment management services will be fully in place with the transition of
pension plan investment funds to Schwab as of December 5,2017.
The Conrad Siegel representatives thanked the Board for its questions and suggestions
concerning pension plan changes. The Board meeting adjourned for a break, to be
reconvened at 1:00 p.m.

At 1:00 p.m., the meeting reconvened, with Ms. Crawford and Mr. Wolfinger in
attendance, The Minutes of the previous regular meeting of the Board held on October
5, 2017, were approved on motion by Mr. Botch, seconded by Mr. King and
unanimously adopted, based on photocopies delivered to each member of the Board
prior to the meeting.
There were no visitors' comments.

Under the Engineer's report, Ms. Crawford advised that the Tank Repainting Project will
be closed-out with the approval of the final Pay Application of Minoan and the final
invoice of MBA. The Final Pay Application of Minoan is before the Board for approval in
the amount of $95,421. That amount concludes the contract at a price $3,329 less than
the original quote, due to the reconciliation of several change orders relating to the
project. The final invoice of MBA for project review is in the amount of $3,750. SSM
recommends approval of both invoices. Mr, Botch made a motion to approve the
Minoan and MBA pay application and invoice in the amounts stated. That motion was
seconded by Mr. King and unanimously adopted. ln response to a question, Mr.
Calpino advised that an invoice for the extra cost for lettering on the tank has been
delivered to the Township.

Ms. Crawford presented the Board with a draft report analyzing the proposed Stoudts
Ferry Bridge Sewer Project, characterized as a conceptual study with regard to the
Authority providing sewer service in the area shown in the report. She asked that the
Board review the study and provide her with any questions or comments. The report
will be finalized by the date of the next meeting.

Ms. Crawford advised that meetings have taken place with regard to advancing the
South Temple Sewer Pump Station Project. She will report further at a subsequent
meeting.
Mr. Calpino stated that the Authority has yet to receive lnflow and lnfiltration reports with
regard to repairs needed, based on video work performed in 2017. Ms. Crawford
advised that SSM representatives continue to review videos being provided to it by
Sewer Specialties. Sewer Specialties has completed its work onsite. A series of
recommendations for remedial work will be prepared for SSM for review and
consideration by the Board and management.

A memorandum has been prepared by geologist Scott Mundell of SSM concerning well
development at Dietrich Park. Copies of the report have been provided to the Board
and to the Muhlenberg Township Commissioners. Messrs. Wolfinger and lmhoff
believe that the Commissioners will consider the well development issue at the next
regular Township meeting. Discussion occurred with regard to several issues related to
well development in the Park. One concern is resolution of the restrictive covenants
affecting the Park property. The solicitor confirmed that there are two covenant
questions which would need to be addressed in order to develop the well. The first is
the general covenant placed on the property by the Dietrichs when the Park was
dedicated to the Township. The second is a covenant imposed by the Pennsylvania
Department of Conservation of National Resources with respect to use of the Park area
and related to the fact that DCNR provided certain grant funds to the Township for
development of the Park. The general covenant might be resolved by a declaratory

judgment action, but further research on that point would be needed, and the Township
would need to initiate the action.
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The sinkhole issue was also discussed. Mr. Mundell presented his geologist's opinion
with regard to sinkhole risk in the report prepared by SSM. That report indicates that,
due to the casing of the well to a depth significantly below the rock head, the prospect of
a well in the Park exacerbating the risk of sinkholes is very low in his view.
Notwithstanding the SSM Report, Township officials hold varying opinions with regard to
the sinkhole question.
From a meeting with Mr. Abodalo, it appears that the Township will ask the Authority to
explore other options with regard to enhancing water availability to its municipal system.
Those options could involve a different Well site, connection to a large water supplier
such as Reading Area Water Authority or Western Berks Water Authority, or
refurbishment of existing Wells of the Authority. Each of the issues were discussed very
briefly. The refurbishment of Wells would be entirely within the control of the Authority,
however, lVr. Calpino expressed concern about the ability to provide continuous service
to Authority customers if Well 14 was out of service for a significant period of time. ln
response to a question from the Board, Ms. Crawford estimated that refurbishment of a
Well would take 2-3 months. She stated that all of the necessary components would be
onsite and ready to use in order to expedite the rehabilitation project. ln response to a
question from the Board, Mr. Calpino advised that the cost to the Authority was
approximately $60,000 to rehabilitate Well 6, which is a substantially smaller well than
Well 14. Mr. lmhoff asked Mr. Calpino to obtain an estimate of the cost to rehabilitate a
large well, such as Authority Well 14. Mr. Calpino will report further at a subsequent
meeting.

The Operations Report for the preceding month was presented by Mr. Calpino, a full
copy of which has been appended to these Minutes. Nineteen (19) curb boxes were
repaired in October. Numerous service leaks were repaired, and hydrant flushing for
the year has been completed. Mr. Calpino noted that the hydrants are flushed two
times each year. The timing of that flushing could be revised, at the suggestion of the
Board. The Authority is performing continuous leak detection on its system.
Mr. Calpino reported on a meeting of the committee assigned to review the Policies and
Procedures of the Authority. Committee members have each responded by making
notes on the existing Procedures of the Authority. Those notes and proposed revisions
have been compiled and a redlined copy of the Policies and Procedures document has
been prepared by Mr. Calpino. That revised document will be delivered to each
member of the committee for final review. Following that, the proposed revisions will be
proved to the Chairman and solicitor for review. The revisions to the Policies and
Procedures of the Authority will be on the agenda for approval al a subsequent Board
meeting. One issue which was discussed with employee representatives of the
committee was possibly changing the office hours of the Authority from B:00 a.m. to
4:30 p.m., with a one-half hour lunch break. The Chairman advised that he regards that
as a management question for resolution by Mr. Calpino.

Mr. Calpino advised that the Authority is not currently staffing the Township building,
due to the assigned office person recovering from knee surgery. Additionally, Mr"

Calpino advised that an employee in the Authority office has resigned effective
November 10. He will be advising an employment service that the Authority is seeking
resumes in order to replace that employee. The Authority will use a temp-to-hire
process. Mr. Calpino intends to use a six month probationary period before the staff
person would officially become an employee of the Authority. Starting wages were
briefly discussed.

The engineering bills for the preceding month were reviewed. Mr. King made a motion
to approve payment of the bills as presented. That motion was seconded by Mr. Botch
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 of several
payments relating to truck repair and right-of-way fees, Mr. Botch made a motion to
approve the accounts payable as presented That motion was seconded by Mr.
Morganti and unanimously adopted.
Under the solicitor's report, Mr. Yoder advised that the Authority has received an
executed Easement from Clover Farms Dairy Company relating to the Met-Ed Sewer
Relocation Project. He recommended acceptance of the Easement. Mr. Botch made a
motion to accept the Easement granted to the Authority by Clover Farms, and
authorizing officers of the Authority to countersign the document before recording. That
motion was seconded by Mr. Morganti and unanimously adopted. The solicitor will
provide a copy of the recorded document to Mr. Calpino after it has been filed.
The solicitor advised that Conrad Siegel, actuaries, have presented the Board with a
Resolution and proposed Agreement which Conrad Siegel recommend for adoption
relating to the pension plan. The Resolution releases M&T as trustee, and causes the
Authority to serve as trustee of its own pension plan. Mr. King made a motion to
approve the Resolution in that regard as prepared by Conrad Siegel Associates. That
motion was seconded by Mr. Morganti and unanimously adopted. The Resolution was
signed by the Secretary.

The second document recommended for approval by Conrad Siegel is a Trust
Agreement, relating to funds held under the pension plan, The Agreement was
prepared using the standard form of Conrad Siegel, actuaries. Mr. lmhoff made a
motion to approve the Trust Agreement as recommended by Conrad Siegel. That
motion was seconded by Mr. Morganti and unanimously adopted" The Trust Agreement
will be signed by Mr. Calpino as Manager of the Authority and by the Chairman as a

representative of the Board.

With regard to the South Temple Sewer Pump Station, the School Board has agreed to
work with the Authority and the Township with regard to its property at the corner of
South Temple Boulevard and Fifth Street Highway. The solicitor will be in contact with
Brian Boland, solicitor to the School District, as well as Township Manager Abodalo

6

regarding the real estate transfer documents. SSM Group will prepare a survey and
description of the easement area required by the Authority.

tt/DJ Patton has issued an award in favor of the Authority and against Althea Sekella
with regard to the hydrant damage claim in the full amount demanded by the Authority.
The solicitor advised that the award is currently in the thirty (30) day appeal period" He
will report further to the Board at a subsequent meeting.

An informative meeting took place since the date of the last Board meeting with
representatives of the City of Reading, concerning various issues under the
lntermunicipal Agreement for sewer transportation and treatment. Two Exhibit "1"
quarlerly reports have been delivered by the City, as promised. The City still owes the
Authority the quarterly report for the period ending June 30, 2017. Additionally, full debt
service figures have been supplied. Those figures have been compiled by Mr, Calpino.
The City still owes the Authority some information regarding the sewer agreement,
specifically confirmation of the funding of the sewer reserve account by municipalities
other than the City, Muhlenberg and Laureldale.

The solicitor has prepared a draft Confidentiality Agreement with regard to sharing GIS
information concerning fire hydrants. lt was agreed to table that matter until further
notice,

Mr. Botch presented the treasurer's report for the current period, The Authority
experienced a net cash gain in the preceding month in the amount of $514,717.17.
lnterest is being paid on deposit accounts of the Authority under the Vist ICS Program
at the rate of 0.48o/o" 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 discussed meeting dates for 2018. The Board decided that meetings will
take place on the first Thursday following the first Monday of each month, except in the
months of January and July. ln January and July, the meeting dates will be one week
later. A full Iist of 2018 meeting dates will be published by Mr. Calpino.
It was agreed that a Sewer Rate Workshop will take place at 10:00 a.m. on the morning
of December 7, 2017, which is the date of the regularly scheduled December Board

meeting. That workshop will involve the full Board. Mr. Calpino will advertise notice of
the earlier meeting time"

The Board discussed issuance of Christmas bonuses in the same amount as in 2016.
Mr. Botch made a motion to continue the bonuses at the 2016 rate. That motion was
seconded by Mr. King and passed by a vote of 4-1, with Mr. lmhoff voting in the
negative.

It was agreed by the Board that a Christmas party for staff and employees will be
scheduled for Friday, December 22 al1:00 p.m. at the Crab Barn, if the date, time and

place are available. Mr. Calpino will keep the Board advised of any issues involving
scheduling which might necessitate the change of date, time or place.
Mr. Calpino advised that the tank mixer has been installed at the elevated tank and is in
operation. The tank mixer has been connected to the Authority SCADA system.

Mr. Calpino mentioned that a developer continues to discuss removal of the rock knob
along the west side of the Fifth Street Highway, near the Affinity Bank location at the
Target Shopping Center. With removal of the knob, the fill would be used to regrade the
area south of PetSmart. lt is anticipated that a new access road for the Authority will be
constructed as part of that work. The Authority has yet to receive formal plans for the
project. Mr. Calpino will keep the Board advised as he gains more information in this
regard.

The Authority and the Township arc working together with respect to
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information and efforts so that the Authority may properly bill for sewer charges and so
that the Township can maintain accurate records of rental units.
Plans to construct a new building by Met-Ed are currently on hold.
The Authority and the Township have been advised that 60 to B0 new townhomes are to
be constructed on land across from the Authority's Hay Road booster station. A
developerfrom Lancasterwill be looking to advance a land development plan in 2018.

Chairman Lerch declared the Board into executive session to discuss personnel matters

at2:40 p.m.

At 3:20 p.m., Chairman Lerch declared the Board back into general session. lt was
agreed that the 2018 budget will be considered at the December 7, 2017 Board
meeting. Mr. Calpino suggested that the implementation of a 10% senior citizen

discount will be part of the budget process. He does not believe a rate increase will be
necessary in 2018 for the Sewer Department.

There being no further business before the Board, the meeting was adjourned al3'.25
p.m. The next regular meeting of the Board will be held on Thursday, December 7,
2017 at the Authority office beginning at the early starl time of 10:00 a.m.
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