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PALMETTO UTILITIES, INC.
ELGIN, SOUTH CAROLINA

OPINION ON THE PROBABLE VALUE OF
CUSTOMER CONTRIBUTION IN AID OF CONSTRUCTION RELATED TO

THE ACQUISITION OF SOME WASTEWATER ASSETS OWNED AND
OPERATED BY THE CITY OF COLUMBIA, SOUTH CAROLINA

AUGUST 2018

Prepared by:

GANNETT FLEMING
VALUATION AND RATE CONSULTANTS, LLC
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g GannettFleming
Excellence Delivered As Promised

August 5, 2018

Mr. Mark S. Daday
Senior Vice President & Chief Financial Officer
Palmetto Utilities, Inc.
1710 Woodcreek Farms Road
Elgin, South Carolina, 29045

Dear Mr. Daday:

0 inion on the Probable Value of Customer Contributions in Aid of Construction

In accordance with your request, we have prepared an opinion on the probable value of the
customer contribution in aid of construction ("CIAC") related to Palmetto of Richland County, LLC's
acquisition of some wastewater. assets owned and operated by the City of Columbia, South Carolina
( City )

Based on our analysis, as described in the attached report, I can state with complete certainty the
value of the CIAC related to Palmetto of Richland County, LLC's 2012 acquisition of some wastewater
assets owned and operated by the City was $0 (zero) and should be carried on the books of Palmetto
Utilities, Inc. at $0 (zero).

The attached repotd presents our findings, conclusions and summarizes facts found in the array of
documentation we reviewed.

We thank Pahnetto Utilities, Inc. for this opportunity to provide our services in connection with
the probable value of the CIAC of the acquired wastewater assets that were owned and operated by the
City.

Respectfully submitted,

GANNETT FLEMING VALUATION
AND RATE CONSULTANTS, LLC

HAROLD WALKER, III
Manager, Financial Studies

HW:mle

Gannett Fleming Valuation and Rate Consultants, LLC

P.O. Box 67100 ~ Harrisburg, PA 17106-7100
l
207 Senate Avenue ~ Camp Hill, PA 17011-2316

t: 717.763.721'I 6 717.763.4390
www gfvrc corn
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TERMS, ABBREVIATIONS AND ACRONYMS

Terms, Abbreviations and
Acronyms

Defined

CIAC Customer contribution in aid of construction

City City of Columbia, South Carolina

City System
Sewer collection system serving 11,370 customers
located in Richland County, South Carolina

Collection System
Sewer collection system serving 11,370 customers
located in Richland County, South Carolina

Company

Expansion Fee

Gannett Fleming

Metro WWTP

MGD

Palmetto Utilities, Inc.

Fee charged new svastewater customers

Gannett Fleming Valuation and Rate Consultants, LLC

Metro Wastewater Treatment Plant

Million gallons per day

NARUC
National Association ofRegulatoty Utility
Commissioners

PRC

PUI

Spears Creek WWTP

USOA

Palmetto of Richland County, LLC

Palmetto Utilities, Inc.

Spears Creek Wastewater Treatment Plant

Uniform System of Accounts for Class A Wastewater
Utilities

Wastewater Treatment Plant
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I INTRODUCTION

Palmetto Utilities, Inc. ("PUI" or the "Company") engaged Gannett Fleming Valuation and

Rate Consultants, LLC ("Gannett Fleming") to provide an opinion on the probable value of the

customer contribution in aid of construction related to the acquisition of some wastewater assets

owned and operated by the City of Columbia, South Carolina ("City"). This report describes our

analyses and present our findings.

This report incorporates Attachment HW-1 and Attachment HW-2. Attachment HW-1 is

a summary of my qualifications. Attachment HW-2 is composed of 3 Exhibits and presents

documentation for our analyses. When the report refers to an Exhibit, it is referring to the Exhibits

contained in Attachment HW-2 unless otherwise noted.

2 BACKGROUND

In 2012, the Palmetto ofRichland County, LLC ("PRC") and the City entered into an asset

purchase agreement (*'APA") as part of the sale of the of the City's sewer collection system serving

11,370 customers located in an unincorporated area of Richland County ("Collection System" or

the "City System").'he purchase of the Collection System was approved by the Public Service

Commission of South Carolina in 2012. Prior to the sale of the Collection System, the City was

charging their new wastewater customers an expansion fee ("Expansion Fee").

'n 2017, PRC merged with PUI, with PUI being the surviving entity.
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Post-acquisition of the Collection System, the Company has been asked about their

accounting of the Collection System's customer contribution in aid of construction ("CIAC")

related to the Expansion Fees collected under City ownership.

3 SOURCES OF INFORMA.TION

In order to provide an opinion on the probable value of the CIAC related to the acquisition

we reviewed the following sources of information during this assignment:

The 2012 asset purchase agreement between the Palmetto of Richland
County, LLC and the City of Columbia, South Carolina;

The National Association of Regulatory Utility Commissioners Uniform
S stem ofAccounts for Class A Wastewater Utilities (1996);

City of Columbia, South Carolina, Financial Statements, 1998, 2000 and
2004 — 2014;

City ofColumbia, South Carolina, Official Statements issued in connection
with bond offerings in 1999, 2001, 2005, 2009, 2011 and 2013;

City of Columbia, South Carolina, Ordinances;

Public Service Commission of South Carolina Orders in Docket No. 2012-
273-S - Order No. 2012-960 (December 21, 2012) and Docket No. 2017-228-S-
Order No. 2018-155 (March 7, 2018); and

Baldwin, Vicki M. and Malko, J. Robert, "Used and Useful Principle: Still
Relevant in Utah" (2012). Economics and Finance Faculty Publications. Paper 749.

4 OVERVIEW OF USOA FOR WASTEWATER UTILITIKS

The National Association of Regulatory Utility Commissioners ("NARUC") Uniform

System of Accounts for Class A Wastewater Utilities ("USDA") provides accounting instructions

for the recording and treatment of CIAC of acquired wastewater plant. Specifically, instruction
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number 21, Utility Plant - Purchased or Sold, states the accounting for the acquisition shall then

be completed as follows:

(4) The amount of contributions in aid of construction applicable to the

property acquired, and which the purchaser may be required to record, shall be

charged to account 104 - Utility Plant Purchased or Sold, and concurrently credited

to account 271 - Contributions in Aid of Construction.

(5) The amount of accumulated amortization applicable to contributed

property, and which the purchaser may be required to record, shall be credited to

account 104 - Utility Plant Purchased or Sold and concurrently debited to account

272 - Accumulated Amortization of Contributions in Aid of Construction,

according to the regulatory treatment of the Commission. (Balding added)

The USOA's instructions for balance sheet account 271, Contributions in Aid of

Construction, states the account shall include:

1. Any amount or item of money, services or property received by a

utility, fiom any person or governmental agency, any portion ofwhich is provided

at no cost to the utility, which represents an addition or transfer to the capital of the

utility, and which is utilized to offset the acquisition, improvement or

construction costs of the utility's property, facilities, or equipment used to

provide utility services to the public. (Bolding added)

The USOA's instructions for balance sheet account 272, Accuniulated Amortization of

Contributions in Aid ofConstruction, states this account shall reflect the amortization accumulated

on account 271 - Contributions in Aid of Construction, if recognized by the Commission, and

states:

B. Specifically, balances in account 271 which represent

contributions of depreciable plant shall be amortized by charges to this account

over a period equal to the estimated service life of the related contributed asset.
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A group or overall composite rate may be used for contributed balances that cannot

be directly related to a plant asset. (Bolding added)

5 OVKRVlKW OF THK APA

The June 6, 2012 APA, attached as Exhibit I, states conditions and terms for the purchase

of the Collection System. The APA's recitals include:

WHEREAS, without limiting the generality of the foregoing, pursuant to

the terms of this Agreement, the Parties desire that, Seller transfer to Buyer (i) the

Assets, (ii) the retail wastewater utility service rights to the Purchased Area and

(iii) the ownership of certain property, facilities, lines, meters, equipment and

easements with respect to the Purchased Area; and

WHEREAS, the sanitary sewer collector system of the Seller servicing the

Purchased Area is herein referred to as the "City System." (Bolding added)

Some of the more important terms and conditions of the APA that impact our analyses and

findings are:

"Assets" shall mean all right, title, and interest in and to all the assets owned

by Seller and utilized exclusively in the operation by the Seller of the City

System, except for the Excluded Assets, including all: (a) fee property, real

property, leaseholds and subleases, improvements, fixtures, easements, rights-of-

way and other appurtenances thereto used exclusively in City System (the "Real

Property"), including, without limitations, the real property described on Schedule

3.1(f); (b) tangible personal property (including, without limitation, all machinery

and equipment, used exclusively in the City System and those items identified on

Schedule 3.1(k)); (c) Included contracts; (d) property of any type relating

exclusively to the operation of the City System, (e) books, ledgers, files, documents,
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correspondence, lists, maps, drawings, plans, specifications, warranties and plats

related exclusively to the City System, and (fl Post Signing Connection Fees.

"Excluded Assets" shall mean cash held by Seller, accounts receivable of

Seller, any Contracts other than Included Contracts, or any asset related to any

employee or Seller Plan or other employee benefit plan of Seller. For purposes of

clarity, the parties agree that any asset of Seller that is not exclusively related

to the operation of the City System will constitute an Excluded Asset.

2.4 No Assumption ofLiability. From and after the Closing Date, Buyer

will assume and discharge aH obligations of Seller which accrue and are due and

performable subsequent to the Closing Date under the Included Contracts to be

assigned to Buyer (the "Assumed liabilities"); provided that (x) the rights

thereunder have been duly and effectively assigned to Buyer and (y) Buyer shall

not assume any liability arising from or related to any breach of any Included

Contracts by Seller prior to the Closing Date or with respect to any Contract of

Seller other than an Included Contract. Other than the Assumed Liabilities, Buyer

does not assume any direct or indirect duties, liabilities or obligations of Seller

of any kind or nature, fixed or unfixed, known or unknown, accrued, contingent

or otherwise and it is understood that aH such liabilities are retained by Seller,

and Seller shaH be responsible for the payment and discharge of aH such

liabilities, including any liability arising fiom or related to any breach of any

Included Contracts by Seller prior to the Closing Date (such liabilities herein being

defined as the "Excluded liabilities"). Without limiting the generality of the

foregoing, any liability related to any Excluded Asset shall constitute an Excluded

Liability for aH purposes of this Agreement. (Bolding added)

6 THE EXPANSION FEE AND METRO WWTP

The City began charging the Expansion Fee to new wastewater customers in 1987. The

purpose of the Expansion Fee was to enable City's wastewater utility to acquire capital funds with
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which to expand or increase the size and volume of its existing wastewater treatment plant. The

word "expansion" means "the quality or state ofbeing expanded" while the word "expand" means

"to increase the extent, number, volume, or scope of." According to City documents, the

Expansion Fee was intended to provide an additional source of moneys for upgrading and

expansion of the City's Metro Wastewater Treatment Plant (nMetro WWTP").s

At the time of the sale, the Collection System's wastewater flows were treated at the Metro

WWTP. Post-sale, the City agreed it would continue treating wastewater for the Collection System

at its Metro WWTP until the date the PUI can construct necessary infrastructure allowing

connection to its own treatment plant (" Spears Creek WWTP").4

The Metro WWTP was built in 1970, expanded in 1982 to 40 million gallons per day

("MGD") and expanded in 1998 to 60 MGD. As of 2011 the City expected that the Metro WWTP,

as expanded and upgraded, would be adequately sized to provide wastewater treatment through

the year 2015. By 2013 the City anticipated that the Metro WWTP, as expanded and upgraded,

would be adequately sized to provide wastewater treatment through the year 2060 because of the

Collection System's wastewater being treated at the Spear Creek WWTP.s

s i W*b *; 5 II »tn»- h«pe i / 40 4

webster.corn/dictiona /ex and, (8/3/18).'or example, see page 3 of Exhibit 2 for original page 22 of the City's Official Statement dated December
5, 2013 issued for the offering of $ 75,305,000 City of Columbia, South Carolina, Watemvorkr and Sewer System
Revenue Bonds Series 2013. Similar statements appear in the City's Official Statements issued relating to bond
offerings in 1999, 2001, 2005, 2009 and 2011.

4 Ibid., 19. Seepage 2 ofExhibit 2 for original page 19.
'ee pages 2 and 3 ofExhibit 3 for original pages 18 and 19 of the City's Official Statement dated November

9, 2011 issued for the offering of $100,000,000 City of Columbia, South Carolina, Watetnvortts'nd Sewer System
Revenue Bonds Series 201/A and $27,265,000 City of Columbia, South Carolina Waterwortts and Sewer System

Refunding Revenue Bonds Series 2011B.
'ity's Official Statement dated December 5, 2013, page 19. See page 2 of Exhibit 2 for original page 19.
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7 ANALYSES AND FINDINGS

As a result ofthe acquisition of the Collection System, the PRC acquired specific identified

Collection System assets while the City retained all other assets, all liabilities and all equity.

Therefore, all CIAC was retained by the City. Further, the assets acquired by PRC were "retail"

assets or "sewer collector system" assets. Therefore, all wastewater treatment assets were retained

by the City.

The Expansion Fee that was collected fi om Collection System customers provided capital

for the financing of the expansions and upgrades of the City's Metro WWTP. Post-sale of the

Collection System, the Metro WWTP was retained by the City. Therefore, according to the USOA,

the Expansion Fee related CIAC was retained by the City.

There is a regulatoiy principle used by regulators to evaluate the justification for a utility's

particular investment, used for cost of service regulation known as "used and useful." The

principle involves evaluating whether equipment or plant is being utilized to provide service, and

whether equipment or plant is contributing to the provision of the service. The Public Service

Commission of South Carolina summarized the principle of '*used and useful" as follows:

Further, where wastewater disposal facilities installed by a utility are used

and useful in providing service, they are allowable in plant for ratemaking purposes.

See Heater of Seabrook, Inc. v. Public Service Commission, 332 S.C. 20, 24, 503

S.E.2d 739, 741, n.2 (1998), citing Hamm, supra, 309 S.C. at 285, 422 S.E.2d at

112 (1992) (public utility plant is "used and useful" where it is "necessarily

devote[d] to rendering the regulated service").'

Docket No. 2017-228-S — Order No. 2018-155 (March 7, 2018) at page 17.
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Post-sale of the Collection System, the City's Metro WWTP temporarily treated the

wastewater collected by the Collection System. Currently, the Collection System's wastewater is

treated by the Company's Spear Creel& WWTP. Therefore, according to the regulatory principle

of "used and useful," the resultant economic obsolescence attributable to the Collection System's

Expansion Fee related CIAC would result in this CIAC having no current value regardless of

ownership.

On the date of the sale of the Collection System the Expansion Fee related CIAC would

have had an economic remaining life which terminated on the date the Collection System's

wastewater began being treated by the Company's Spear Creek WWTP. As stated, on the date of

the sale, the Expansion Fee related CIAC, with minimal remaining life, was retained by the City.

Based on the aforesaid, legally the Expansion Fee related CIAC had no value to PRC at

the purchase date or currently as PRC has never had title or ownership of the underlying treatment

assets. Economically, the Expansion Fee related CIAC had no value to PRC at the purchase date

or currently since PRC has never had use of the underlying capital. From a regulator's perspective,

the Expansion Fee related CIAC has no value to PRC currently due to the "used and useful"

principal.
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Attachment HW-I

Professional Qualifications
of

Harold Walker, III
Manager, Financial Studies

Gannett Flemin Valuation and Rate Consultants LLC.

EDUCATION

Mr. Walker graduated fiom Pennsylvania State University in 1984 with a Bachelor of Science
Degree in Finance. His studies concentrated on securities analysis and portfolio management with
an emphasis on economics and quantitative business analysis. He has also completed the
regulation and the rate-making process courses presented by the College of Business
Administration and Economics Center for Public Utilities at New Mexico State University.
Additionally, he has attended progral11s pl esented by The Institute ofChartered Financial Analysts
(CFA).

Mr. Walker was awarded the professional designation "Certified Rate ofReturn Analyst" (CRRA)
by the Society of Utility and Regulatory Financial Analysts. This designation is based upon
education, experience and the successful completion of a comprehensive examination. He is also
a member of the Society of Utility and Regulatory Financial Analysts (SURFA) and has attended
numerous financial forums sponsored by the Society. The SURFA forums are recognized by the
Association for hivestment Management and Research (AIMR) and the National Association of
State Boards of Accountancy for continuing education credits.

Mr. Walker is also a licensed Municipal Advisor Representative (Series 50) by Municipal
Securities Rulemaking Board (MSRB) and Financial Industry Regulatory Authority (FINRA).

BUSINESS EXPERIENCE

Prior to joining Gannett Fleming Valuation and Rate Consultants, LLC., Mr. Walker was
employed by AUS Consultants - Utility Services. He held various positions during his eleven
years with AUS, concluding his employment there as a Vice President. His duties included
providing and supervising financial and economic studies on behalf of investor owned and
municipally owned water, waste water, electric, natural gas distribution and transmission, oil
pipeline and telephone utilities as well as resource recovery companies.

Page I
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Attachment HW-I

In 1996, Mr. Walker joined Gannett Fleming Valuation and Rate Consultants, LLC. In his capacity
as Manager, Financial Studies and for the past twenty years, he has continuously studied rates of
return requirements for regulated fums. In this regard, he supervised the preparation of rate of
return studies in connection with his testimony and in the past, for other individuals. He also
assisted and/or developed dividend policy studies, nuclear prudence studies, calculated fixed
charge rates for avoided costs involving cogeneration projects, financial decision studies for capital
budgeting purposes and developed financial models for determining future capital requirements
and the effect of those requirements on investors and ratepayers, valued utility property and
common stock for acquisition and divestiture, and assisted in the private placement of fixed capital
securities for public utilities.

Head, Gannett Fleming GASB 34 Task Force responsible for developing Governmental
Accounting Standards Board (GASB) 34 services, and educating Gannett Fleming personnel and
Gannett Fleming clients on GASB 34 and how it may affect them. The GASB 34 related services
include inventory of assets, valuation of assets, salvage estimation, annual depreciation rate
determination, estimation of depreciation reserve, asset service life determination, asset condition
assessment, condition assessment documentation, maintenance estimate for asset preservation,
establishment of condition level index, geographic information system (GIS) and data
management services, management discussion and analysis (MD&A) reporting, required
supplemental information (RSI) reporting, auditor interface, and GASB 34 compliance review.

Mr. Walker was also the Publisher ofC.A. Turner Utility Reports fi om 1988 to 1996. C.A. Turner
Utility Reports is a financial publication which provides financial data and related ratios and
forecasts covering the utility industry. From 1993 to 1994, he became a contributing author for
th F~tihtj, tjhtyt d I

.
I. N I th Fi IN I » df d

mainly on the natural gas industiy.

In 2004, Mr. Walker was elected to serve on the Board of Directors of SURFA. Previously, he
served as an ex-officio directors as an advisor to SURFA's existing President. In 2000, Mr. Walker
was elected President of SURFA for the 2001-2002 term. Prior to that, he was elected to serve on
the Board ofDirectors of SURFA during the period 1997-1998 and 1999-2000. Currently, he also
serves on the Pennsylvania Municipal Authorities Association, Electric Deregulation Committee.

EXPERT TESTIMONY

Mr. Walker has submitted testimony or been deposed on various topics before regulatory
commissions and courts in 21 states including: Arizona, California, Colorado, Connecticut,
Delaware, Illinois, Indiana, Kentucky, Maryland, Massachusetts, Michigan, Missouri, New
Hampshire, New Jersey, New York, Notih Carolina, Oklahoma, Pennsylvania, Vermont, Virginia,
and West Virginia. His testimonies covered various subjects including: fair market value, the
taking of natural resources, appropriate capital structure and fixed capital cost rates, depreciation,
fair rate of return, purchased water adjustments, synchronization of interest charges for income tax
purposes, valuation, cash working capital, lead-lag studies, financial analyses of investment
alternatives, and fair value. The following tabulation provides a listing of the electric power,
natural gas distribution, telephone, wastewater, and water service utility cases in which he has been

Page 2
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Attachment HW-I

involved as a witness. Additionally, he has been involved in a number of rate proceedings
involving small public utilities which were resolved by Option Orders and therefore, are not listed
below.

Client Docket No.

Alpena Power Company
Armstrong Telephone Company-

Northern Division

Armstrong Telephone Company-
Northern Division

Artesian Water Company, Inc.

Artesian Water Company, Inc.

Aqua Illinois Consolidated Water Divisions

and Consolidated Sewer Divisions

Aqua Illinois Hawthorn Woods

Wastewater Division

Aqua Illinois Hawthorn Woods Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Kankakee Water Division

Aqua Illinois Vermilion Division

Aqua Illinois Willowbrook Wastewater Division

Aqua Illinois Willowbrook

Water Division

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Pennsylvania Wastewater Inc

Aqua Virginia - Alpha Water Corporation

Aqua Virginia - Blue Ridge Utility Company, Inc.

Aqua Virginia - Caroline Utilities, Inc. (Wastewater)

Aqua Virginia - Caroline Utilities, Inc. (Water)

Aqua Virginia - Earlysville Forest Water Company

Aqua Virginia - Heritage Homes ofVirginia

Aqua Virginia - Indian River Water Company

Aqua Virginia - James River Service Corp.

Aqua Virginia - Lake Holiday Utilities, Inc.

(Wastewater)

Aqua Virginia - Lake Holiday Utilities, Inc. (Water)

Aqua Virginia - Lake Monticello Services Co.

Page 3

U-10020

92-0884-T-42T

95-0571-T-42T

90 10

06 158

11-0436

07 0620/07 0621/08 0067

07 0620/07 0621/08 0067

10-0194

14-0419

07 0620/07 0621/08 0067

07 0620/07 0621/08 0067

07 0620/07 0621/08 0067

A-2016-2580061

A-2017-2605434

A-2018-300]582

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059
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Attachment HW-I

(Wastewater)
Aqua Virginia - Lake Monticello Services Co.
(Water)

Aqua Virginia - Lake Shawnee
Aqua Virginia - Land'or Utility Company
(Wastewater)

Aqua Virginia - Land'or Utility Company (Water)

Aqua Virginia - Mountainview Water Company, Inc

Aqua Virginia - Powhatan Water Works, Inc.

Aqua Virginia - Rainbow Forest Water Corporation

Aqua Virginia - Shawnee Land

Aqua Virginia - Sydnor Water Corporation

Aqua Virginia - Water Distributors, Inc.

Berkshire Gas Company

Borough of Hanover

Borough of Hanover

Borough of Hanover

Chaparral City Water Company
California-American Water Company
Connecticut-American Water Company

Connecticut Water Company

Citizens Utilities Company

Colorado Gas Division

Citizens Utilities Company
Vermont Electric Division

Citizens Utilities Home Water Company

Citizens Utilities Water Company

of Pennsylvania

City of Bethlehem - Bureau of Water

City of Bethlehem - Bureau of Water

City of Bethlehem - Bureau ofWater

City of Dubois — Bureau of Water

City of Dubois — Bureau of Water

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Sewer Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

Pue-2009-00059

18-40

R-2009-2106908

R-2012-2311725

R-2014-242830

W 021 13 a 04 0616

CIVCV156413

99-08-32

06 07 08

5426

R 901664

R 901663

R-00984375

R 00072492

R-2013-2390244

R-2013-2350509

R-2016-2554150

R-00005109

R-00049862

R-2012-2310366

R-00984567

R-00016114

Page 4
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Attachment HW-I

City of Lancaster Water Fund

City of Lancaster Water Fund

City of Lancaster Water Fund

Coastland Corporation

Consumers Pennsylvania Water Company

Roaring Creek Division

Consumers Pennsylvania Water Company

Shenango Valley Division

Country Knolls Water Works, Inc,

East Resources, Inc. - West Virginia Utility

Elizabethtown Water Company

Hampton Water Works Company

Illinois American Water Company
Indian Rock Water Company

Indiana Natural Gas Corporation

Jamaica Water Supply Company

Kentucky American Water Company, Inc.

Middlesex Water Company
Missouri-American Water Company
Missouri-American Water Company

Mount Holly Water Company
New Jersey American Water Company
New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company

New Jersey American Water Company
New Jersey American Water Company
New Jersey American Water Company
New Jersey American Water Company

New Jersey American Water Company

Newtown Artesian Water Company
Newtown Artesian Water Company
Newtown Artesian Water Company

Newtown Artesian Water Company

Newtown Artesian Water Company

North Maine Utilities

Northern Indiana Fuel 6t Light Company

R 00051167
R-2010-2179103

R-2014-2418872

15-cvs-216

R-00973869

R-00973972

90 W 0458

06 0445 G 42T

WR06030257

DW 99-057

16-0093

R-911971

38891

2007 00134

WR 89030266J

WR 2000-281

SR 2000-282

WR06030257

WR 89080702J

WR 90090950J

WR 03070511

WR-06030257

WR08010020

WR10040260
WR11070460

WR15010035

WR17090985

R-911977

R-00943157

R-2009-2117550

R-2011-2230259

R-2017-2624240

14-0396

38770

Page 5
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Oklahoma Natural Gas Company
Pennichuck Water Works, Inc.

Pennichuck Water Works, Inc.

Pennichuck Water Works, Inc.

Pennsylvania Gas & Water Company (Gas)
Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)

Pennsylvania Gas & Water Co. (Water)
Public Service Company ofNorth Carolina, Inc.

Public Service Electric and Gas Company
Public Service Electric and Gas Company
Presque Isle Harbor Water Company
St. Louis County Water Company
Suez Water New Jersey, Inc.

Suez Water Owego-Nichols, Inc.

Suez Water Pennsylvania, Inc.

Suez Water Rhode Island, Inc.

Town ofNorth East Water Fund

United Water New Rochelle

United Water Toms River

Valley Water Systems, Inc.

West Virginia-American Water Company

West Virginia-American Water Company
Wihnington Suburban Water Corporation

York Water Company

York Water Company

York Water Company
York Water Company
York Water Company
York Water Company

PUD-940000477

DW 04 048

DW 06 073

DW 08 073

R-891261

R 901726

R-911966

R-22404

R-00922482

R-00932667

G-5, Sub 565

ER181010029

GR18010030

U-9702

WR-2000-844

WR18050593

17-W-0528

R-2018-3000834

Docket No. 4800

9190

W-95-W-1168

WR-95050219

06 10 07

15-0676-W-42T

15-0675-S-42T

94-149

R-901813

R-922168

R-943053

R-963619

R-994605

R-00016236

Page 6
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ASSET PURCIIASE AGREE&)'IE&VT

THIS AGREEivlgiV'I'thc "~rf treeirrcm") dated thc (/2 &lay ol'une, 2012 is by mid bctwccn
PALlvIETI'0 OF RICI.ILAVID COUNTY LI.C, 0 Delmvrmc li&nited liability company ("B~u:cr") and
CITY Ol COLUivlBIA, SOUTII CAROLINA, or its delcgatcd council of officinls appointc&l and
nuthorized to make decisions on bchnll'of the City of Columbia (the "Sjelle&ay), and acts I'orth the terms
and conditions by vvhfch Buyer shall acquirc certain assets of Seller used in Sellcrys sanitary sewer
collector system in the Purchased Area (&lefine&l below). Buyer and Seller nrc referred to collectively as
thc "Pa& /ies,"

RLCITALS

Will"REASt Scllcr operates 0 sanitary sewer collector system serving approximately 3,160
customers in the Long Creek Aren and approximaiely 8,2IO custom&us in the Exlen&led Area (the
L'xtcndcd Arcs and thc Long Crcck Area arc hcrcin collectively rcl'errcd to as thc "Purchased Area*'); and

WI-If:REAS, Seller desires to scil an&i Buyer desires to purchase certain assets utilized in thc City
System (dcline&l below) on an&I subject to the terms an&I conditions set forth herein; an&I,

WI-IIJI&EAS, with&jut limiting the gcncrnlily of'he fbregoing, pursuant to thc terms ol this
Agreement, thc I'artics desirc that, seller transli:r to Buyer (i) the Assets, (ii) the rctnil wastewater utility
service rights to the Purchased Area aml (iii) thc oivnership ol'certain property, f'acilities, lines. meters.
cquipmcnt aml casemnils with respect to the Purchnscd Arcs; md

WI.IERI.AS, lhc sanitary scwcr collector system of'hc Seller servicing thc Purchased Arcs is
herein refcrrc&l to as thc "City System."

NOSY, TI.IEREFORE, in consideration of'tho prerniscs and thc mutual promises herein ma&le, nnd
in considerntion ol the covenants hcrcin contained, flic Parties ngrcc as I'ollows:

Section I - l)cfinitions

I.I I)cfinitions. In this Agrccment, each of the I'ollowing terms hns the meaning specific&i or
rcf'crred to in this Section I. I:

"8.2C Ev e&rdi/ure Cl&rim" shall have thc meaning set I'orth in Section 8.3 hereof'.

"dixie/s" shall mean all right. title, aml interest in anti to all thc assets owned by Seller and
utilized cxclusivcly in lhc operation by the Seller of the City Systmiit cxccpl I'or thc I"xclude&l Assets,
including alk (n) I'cc property, real property, leaschokls and subleases, improvcmmtls, lixturcs,
easemcntsy rights-oftwvay mid other appurtenances thereto use&i exclusively in City System (the "lfeaf
~pt'"), I 'l«dla, ll g»i, I, tp &I p p y I (I I ~SI d I .I I it&) oo ig(

personal property (including, without limitation, all machinery nnd equipmcnt, used exclusively in thc
Cly Syt », It& tt: id til I ~SI I I Sl gj () I Id I C Is I (I) I III
property of'y type relating exclusively to the operation of'he City System, (e) books, ledgers, files.
documents, corrcspondencc, lists, maps, drawings, plans, specifications, ivarrantics an&i plats related
cxclusivcly to thc City System, and (I') Post Signing Connection I ees.

"S«l ta I to» o I » 0'.I, II I: I » »l»ll I'
I ~s«i

"Buver" shall have the meaning set forth in thc Prcarnblc.

"~Ci S. »".I:III. I i ug.« I'
I I S

i.osi ygvisgtb 5/Il)/2012
Columbia: 1022490 v. I

2012.00-007
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I "hllh th lg tfhll ~gi 23 h f.

~CI i D "hllh h I g tfhhl ~gi 23 h

"Contracts" shall mean contracts, licenses, leases and agreement and other similar arrangement,
whether oral or written, and rights thereunder, including insurance contracts.

~C \ullh \h I g tf Shl S~ti 7.11.

D Sl I
u

I llh th
' uf'Sh'gu'11.

"CPCN" shall mean the Certificate of Public Convenience and Necessity which is requl'red to be
issued to Buyer by the PSC for the Purchased Area in connection with the Buyer's acquisition of the
Assets

DCura/ive Ex endiiures" shall mean any costs or expenditures made or incurred by the Buyer
following the Closing to effectuate a Discovered Work Item.

du shall mean the period of time commencing with the Closing Date and
ending on the third anniversary of the Closing.

"Cusianfer" shall mean a residential (whether single or multi-family dwelling) or commercial
unit that has been connected to the City System for wastewater utility service in the Purchased Area.

C* »"tl hllh "h* I g tf ghl ~gti 5.1 h f.

"DHEC" shall have the meaning set forth in Eg~t'0 ~3.1 g) hereof.

"DHEC Leiierfu shall mean that certain letter dated September 14, 2010 from Michael J.
Montebello of DHEC to Joseph D. Jaco, P.E., of the City of Columbia, and concerning NPDES permit
SC0020940.

DDHEC Leaer Obli aiians" shall have the meaning set forth in Section 11.2 hereof.

"Disclosure Schedules" shall mean the disclosure schedules of Seller sct forth in Section III
hereof.

"Discovered Work I/einu shall mean any required repair, maintenance, replacement or other
curative work required for items discovered by the Buyer and identified to the Seller during the Curative
Work Period with respect to the City System in the Purchased Area, and as to which curative work the
Seller would have undeaaken consistent with past practice had it discovered such items prior to Closing;
provided, however, in no event shall 0 Known Work item constitute 0 Discovered Work Item. Any
disagreement between Buyer and Seller as to what constitutes 0 Discovered Work item shall be resolved
pursuant to Section 2.5 hereof.

"Discovered IVork I/effi Notice" shall have the meaning set forth in Section 2.5.

"Fncu/nhrance" shall mean any Liens, charges, pledges, options, mortgages, deeds of trust,
security interests, claims, restrictions (whether on voting, sale, transfer, disposition or otherwise),
licenses, sublicenses, easements and other encumbrances of every type and description, whether imposed
by Law, agreement, understanding or otherwise.

"~gti li gghhol "11th th lg tfhhl S I 25.

"Envirannrenra! Health and San/ Lmvs" shall mean all Laws of federal, state and local
governments (and all agencies thereof) concerning pollution or protection of the environment, public
health and safety, including laws relating to emissions, discharges, releases or threatened releases of
pollutants, contaminants or chemical, industrial, hazardous or toxic materials or waste into ambient air,
surface water, ground water or lands or otherwise, including, without limitation, the Comprehensive
Environmental Response, Compensation and Liability Act, the Solid Waste Disposal Act, as amended by
l.asf fuvisgd: 6/10/20 f2 2
Columbia: l622496 v.4
20t2-RP4/07
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the Resource Conservation and Recovery Act, the Emergency Plan and Community Right to Know Act of
1986, the Clean Air Act, the Clean Water Act, the Toxic Substances Control Act, the Hazardous Materials
Transportation Act, the Federal Insecticide, Fungicide and Rodenticide Act, the Federal Safe Drinking
Water Act, the Federal Radon and indoor Air Quality Research Act and the Occupational Safety and
Health Act, as all such Laws or acts have been amended.

"EPA" shall mean the Environmental Protection Agency.

~EPACkh 1."1th tl I g tfhhl ~Sti .2h f.

~E* 3 * "hllh th Ig tfhht ~Sti 22bh f.

E *'*Eldh kd "I llh th I g tfdht ~si 2.2b h f.

~&dd 4* "111 hhtdbySII, t I bl fSII, ye
other than Included Contracts, or any asset related to any employee or Seller Plan or other employee
benefit plan of Seller. For purposes of clarity, the parties agree that any asset of Seller that is not
exclusively related to the operation of the City System wig constitute an Excluded Asset.

"Exciffded Liahiiiiies" shall have the meaning set forth in Section 2A hereof.

"~pi I C'l ." h lib th I g tf dbt ~si 311 h f.

~Ei I EPIC* «t hllh "th I ggt I ht I ~ggi 31

"Extended Area" shall mean that area described on Exhibit A attached hereto.

vGovernmenial Auihorii " means any government or any agency, bureau, commission, court,
authority, department, oBicial, political subdivision, administrative body, tribunal or other instrumentality
of any government, whether federal, state or local, domestic or foreign.

"Hazardous Suhsrance" shall mean petroleum, petroleum hydrocarbons or petroleum products,
petroleum by-products, radioactive materials, asbestos or asbestos-containing materials, gasoline, diesel
fuel, pesticides, radon, urea formaldehyde, lead or lead-containing materials, polychlorinated biphenyls;
and any other chemicals, materials, substances or wastes in any amount or concentration which are now
included in the definition of "hazardous substances," "hazardous materials," "hazardous wastes,"
"extremely hazardous tvastes," "restricted hazardous wastes," "toxic substances,'* "toxic pollutants,"
"pollutants," "regulated substances," "solid wastes," or "contaminants" or words of similar import under
any of the Environmental, Health and Safety Laws.

"Included Contracts" shall mean the Contracts listed on Exhibit C if any.

~li E I hllh th* "I g I I hhi S~ti 2.3

~kid "hit,t p t I'p tgy,th t Ik Idg f hp
or entity and each director and officer of such entity (and in the case of the Seller, its City Manager and
Director of Utilities), aAer making all due and reasonable inquiries.

"E IP kl *" h llh tl I ggl t d I I ~gti 3 1 k.
"Law" or "Lmvs" shall mean any law, rule, regulation, code, plan, injunction, judgment, order,

decree, ruling, charge or ordinance of any Governmental Authority, all of the foregoing as now or
hereafter, in effect.

"Lien" means, with respect to any property or asset, any mortgage, lien, pledge, charge, security
interest or encumbrance in respect ofsuch property or asset.

'*&~CkA " h II th t d Ib d E hlbtth It h dh

Last revised: 5/10/2012
Cela mbia: l 622496 v.4
2012-tut-007
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Course n Business" shall mean the ordinary course of business consistent with past
custom and practice.

~OP V'" h gh th I g tf hht ~gti 7.11 3 f.

"Parties" shall have the meaning set forth above.

P"I S.hllh h tg tf ht ~hg 3.llh f.

dsh»h llh th I g tedge ~sti 3.1 h f.

"Plan" means any employment, bonus, incentive compensation, deferred compensation, pension,
retirement, leave of absence, layoff, vacation, day or dependent care, legal services, cafeteria, life, health,
medical, accident, disability, workers'ompensation or other insurance, severance, separation,
termination or other benefit plan, agreement (including any collective bargaining agreement), practice,
policy or arrangement of any kind, whether written or oral, and whether or not subject to ERISA,
including, but not limited to any "employee benefit plan" within the meaning of Section 3(3) of ERISA.

P 31 »"I C-'I P'*l"lh I~ I g tf dhl ~gdi 3.1 h h f.

"Pro .Ssin A entente shall have the meaning set forth in EggLion 6.6 hereof.

"PSC O shall mean the Public Service Commission of South Carolina,

"Purcl&aged Area" shall have thc meaning set forth above in the Recitals.

P"h P *31th 'th"I g tfdhl ~st 22h f.

"Rate Schedfde" shall mean the Wastewater Rate Schedule approved by the PSC for the Buyer
with respect to the Purchased Arcs in connection with the issuance of the CPCN.

"Re ulatar A rnvaLS" shall mean approvals of any Governmental Authority with jurisdiction
over the transfer of the Assets and the operation of a sewer utility business by Purchaser in the Purchased
Area including, but not limited to, (i) the issuance by the PSC of the CPCN and the approval by the PSC
of the Processing Agreement and the Rate Schedule, (ii) the issuance by D14EC of the necessary operating
permits to Buyer, and (iii) the 208 Plan as previously promulgated by a Central Midlands Council of
Governments ("CMCOG") having been amended by CMCOG to reflect that the Purchased Area is no
longer assigned to the Seller and the issuance by CMCOG of 0 consistency certificate to DHEC.

"~III dd» "Slit th I g tt'hl 6*1 66h f.

".S'etler" shall have the meaning set forth in the Preamble.

"Seller Plan" means a Plan that the Seller or any atTiliate of the Seller, sponsors, maintains, has
any obligation to contribute to, has liability under or is otherwise a party to, or which otherwise provides
benefits for employees, former employees, independent contractors or former independent contractors (or
their dependents and beneficiaries) of the Seller or any afliliate of the Seller existing on or prior to the
date of this Agreement or at any time subsequent thereto and, in the case of a Plan that is subject to Part 3

of Title I of ERISA, Section 4 I 2 of the Code, Title IV of ERISA or any other Law, at any time during the
six (6) year period preceding the date of this Agreement.

~CSOCI I h ~ h *'th* I g f hh1 ~si 3.1 I f.

"Sti fl ted Bf e Amnunt" shall mean $ 130,000.

"Starve " shall have the meaning set forth in Section 6.3 hereof.

"S&4 ~gf "h llh th I g tf dh1 ~gti 3.1 h f.

Last revised: 5/lct2012
Coletebia: 1622496 v.4
2012-RPdt07
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"Tax" shall mean any federal, state, or local income, gross receipts, license, payroll, employment,
severance, unemployment, disability, real property, personal property, sales, use, transfer or other tax of
any kind whatsoever, including any interest, penalty or addition thereto, whether disputed or not.

ti"l'C»i "hllh th id tfdhi ~d*t'

~D't C ." h llh th i 3 tf dhi 3 ti B.l.

"I/CC Searches" shall have the meaning set forth in Section 6.2.

C(IV~D'* IN '"
h 2 h th i 3 *t f dhi udbdt25.

Section II - Purchase and Sale of Assets. Closin

2.1 Purchase and Sale of Assets. Subject to the terms and conditions of this Agreement, Buyer
agrees to purchase from Seller and Seller agrees to sell, transler, assign and deliver to Buyer, all of the
Assets free and clear of all Encumbrances other than the Permitted Encumbrances on the Closing Date
against receipt by Seller of the Purchase Price.

2.2 Purchase Price.

(a) Subject to the escrow provisions set forth in Section 2.2(b) below, in consideration for the
sale of the Assets, Buyer agrees to pay Seller on the Closing Date EIGHTEEN MILLION Dollars
($ I 8,000,000.00) (the "Purchase Price").

(b) At the Closing, ONE MILLION THREE IIUNDRED THOUSAND AND NO/l00
DOLLARS {$ l,300 000 00) of the Purchase Price ("Escro)v Holdback Amount") shall be deposited by the
Buyer in an escrow account under an Escrow Agreement to be entered into on or before Closing between
the Seller, the Buyer and Haynsworth Sinkler Boyd, P.A. as thc Escrow Agent substantially in the form
tl h*dh t 3 hilt D(lh "~E«A * ").

2.3 V~hCt

(a) The closing of the transactions contemplated by this Agreement (the "~Closin ') shall take
place in Columbia, South Carolina, at the offices of Haynsworth Sinkler Boyd, P.A., located at l20I
Main Street, Suite 2200, Columbia, South Carolina on the initial business day of the utility billing cycle
of the Seller which first commences atter all the conditions set forth in this Agreement have been satisfied
or waived for not less than ten (IO) business days, or such other date as the Parties may determine (the

~Ci D )"
(b) At the Closing, Seller shall deliver (or cause to be delivered) the following to Buyer: (i) a

Bill f3l i th f ~ hd Blihith(lh ~Bill 3'I );(ii)li itd "iff* i dl d di
the forms attached as Exhibit F {the "Qeed") and an assignment of easements in the form attached as
Exhibit G {the "Assi nmenr o Easements" — which Assignment shall be made to the knowledge of
Seller); (iii) such other instruments of transfer, assignment and conveyance in form and substance
reasonably satisfactory to Buyer suAicient to tmnsfer to and etTectively vest in Buyer all right, title, and
interest in the Assets together with possession of the Assets free and clear of all Encumbrances; and (iv)
any other certificates, resolutions or documents reasonably requested by Buyer in connection with the
Closing, including, without limitation, a certificate executed by an appropriate representative of Seller
certifying that all of the representations and warranties made by Seller herein are true and correct in all
material respects as of the Closing Date and that Seller has performed all of its obligations hereunder
through the Closing Date. Buyer shall pay the Purchase Price (less the Holdback Escrow Amount) via

bni fcvthc: SAOnO)2
CDID)ub(B: 1622496 vn
2012-RP-007



AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2019

Septem
ber20

3:58
PM

-SC
PSC

-2019-281-S
-Page

25
of46

Attachment HW-2
EXHI'BIT I

Page 6 of 2 I

wire transfer to Seller at Closing in accordance with wire transfer instructions provided by Seller to Buyer
at least two business days prior to the Closing

(c) Buyer and Seller ncknowledge that the Excluded Assets shall not be conveyed to Buyer.
Seller shall be solely responsible for any liability or obiigation related to the Excluded Assets.

2.4 No Assum tion ot'Liabili . From and alter the Closing Date, Buyer will assume and discharge
all obligations oF Seller which accrue and are due and performable subsequent to the Closing Date under
the Included Contracts to be assigned to Buyer (the "vissssmed Liabilities"); provided that (x) the rights
thereunder have been duly and effectively assigned to Buyer and (y) Buyer shall not assume any liability
arising from or related to any breach of any Included Contracts by Seller prior to the Closing Date or with
respect to any Contract of Seller other than an Included Contract. Other than the Assumed Liabilities,
Buyer does not assume any direct or indirect duties, liabilities or obligations of Seller of any kind or
nature, fixed or unfixed, known or unknown, accrued, contingent or othetwise and it is understood that all
such liabilities are retained by Seller, and Seller shall be responsible for the payment and discharge of all
such liabilities, including any liability arising from or related to any breach of any Included Contracts by
Seller prior to the Closing Date (such liabilities herein being defined as the "Exclssded Liabiliiier"),
Without limiting the generality of the foregoing, any liability related to any Excluded Asset shall
constitute an Excluded Liability for all purposes of this Agreement.

2.5 Discovered Work Item Procedure.

{a) If during the Curative Work Period, Buyer desires for a Discovered Work Item to be
subject to reimbursement by Seller under the Escrow Agreement, the Buyer shall be entitled to deliver to
the Seller a written notice (bDiscovered IYorIr liens ivotice") setting forth in reasonable detail the nature of
the Discovered Work Item, including, the proposed repair, maintenance, replacement or other curative
work it intends to undertake with respect thereto. The Discovered Work Item Notice shall also provide
third party estimates of the Curative Expcnditurcs which Buyer anticipates will be incurred to effectuate
such Discovered Work Item (or if available, copies of third party invoices for work performed as of the
date ofsuch Discovered Work Item Notice).

(b) Within thirty (30) days aner delivery by Buyer of any Discovered Work Item Notice,
Seller shall notify Buyer in writing if Seller disagrees with such Discovered Work Item Notice ("0'ork
~oi Nq \.uau"b,obbb un I II bartbi bl dtutb b i b earns
that the curative work as described in the applicable disputed Discovered Work Item Notice should
constitute a Discovered Work Item. If Seller does not timely deliver a Work Dispute Notice with respect
to any Discovered Work Item Notice, then the curative work described therein shall constitute a
Discovered Work Item for all purposes of this Agreement.

(c) If Seller does timely deliver 0 Work Dispute Notice with respect to any Discovered KVork

Item Notice, then the Seller and Buyer shall seek to jointly determine to what extent if any, the curative
work described in the Discovered Work Item Notice shall constitute a Discovered Work Item for
purposes oF this Agreement. IF Seller and Buyer are unable to make such a joint determination within
twenty (20) days after the date on which Buyer receives the Work Dispute Notice, then either party may
cause the dispute to be referred to the L.G. Lewis, Jr. P.E. of Greenville, South Carolina (the

~ll I i sbi vo y ivies ib b b bb bb bmv db bb asi isbbb

(d) The Engineering Arbiter shall determine, based solely on presentations made to it by
Seller and Buyer, and not by any independent review, whether the curative work described in the
Discovered Work Item Notice shall constitute 0 Discovered KVork Item for purposes of this Agreement.

Lass mvised: 5II0/2012
Columbia: 1622496 v.4
2012-RP-007
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Fees and expenses of the Engineering Arbiter will be borne fifty percent (50%) by the Buyer and fifly
percent (50%) by the Seller. The Engineering Arbiter shall be instructed to make its determination within
thirty (30) days following the date the matter is referred to it and to issue a written order reflecting such
determination. Any determination made by the Engineering Arbiter pursuant to this Section 2.5 shall be
final and binding upon the parties and may be enlorced by any court of competent jurisdiction and shall
not be subject to any other arbitration or dispute resolution provision set forth in this Agreement. The
Parties agree that the Engineering Arbiter shall be provided with a copy of the Escrow Agreement and
that at upon the written request of the Buyer, the Engineering Arbiter shall be authorized to deliver the
"Written Directions" (as defined in the Escrow Agreement) in the manner and to the persons
contemplated by Section 4(b) of the Escrow Agreement, including by providing the declaration,
determinations and sworn statements described therein.

(e) Buyer shall be entitled to be reimbursed for any Curative Expenditures incurred by it with
respect to any item which is ultimately determined to be 0 Discovered Work Item pursuant to the

p II fthls tl 25 hj ttthp tt fd tl 83h f dths As

(I) If L G. Lewis, ir., P.E. declines to act as the Engineering Arbiter, the Buyer and the
Seller shall seek to agree upon a replacement Engineering Arbiter. Failing such an agreement, the
replacement of an Engineering Arbiter shall be determined by the Head of the Engineering Department at
Clemson University or at such other reputable university as may be reasonably agreed to by the Parties.
Any replacement Engineering Arbiter appointed pursuant to this Paragraph (I) shall be deemed to be the
Engineering Arbiter for ail purposes.

(g) Notwithstanding anything herein to the contrary, with respect to the Curative
Expenditures incurred by the Buyer prior to thc Stipulated Budget Amount being exceeded as

Pl t dl S tl 83 th*f II I SP I I hit PPlf:

(i) On not less than a semi-annual basis, Buyer shall provide a written notice ("ipsrerim
Notice") to the Seller setting forth in reasonable detail the Curative Expenditures incurred
by the Buyer during the period covered by the Interim Notice, including details on the
nature of the Discovered Work Items and copies of third party invoices for the work
performed as at thc date of the Interim Notice.

(ii) Within thirty (30) days aller delivery by thc Buyer of any Interim Notice, Seller shall
notily Buyer in writing if Seller disagrees that the Curative Expenditures covered by such
Interim Notice should be credited against the Stipulated Budget Amount for purposes of
determining whether the Stipulated Budget Amount has been expended (and if not, the
amount by which the Stipulated Budget Amount has not been exceeded the "~Bud ercd3~It* I "3 t pttdt 8 I 8.2 8 tl th ps d thi

Agreement. If the Seller does not timely deliver such notice, then all such Curative
Expenditures shall be credited against the Stipulated Budget Amount for the purposes
described in the previous sentence.

(iii) If the Seller does timely deliver the notice contemplated in subpart (ii) above, then such
disagreement between the Parties shall be resolved in the manner consistent with the
provisions of Paragraphs (c) through (I) above, such that any decision made by the
Engineering Arbiter as to whether any Curative Expenditures should be credited against
the Stipulated Budget Amount (for purposes of determining whether the Stipulated
Budget Amount has been exceeded and if not, the Budgeted Amount Deficiency and for
all other purposes under the Agreement) shall be binding upon the Parties.

Lssifssissd: 6/jcj2012
Cslsfsbis: i 622496 v.4
2012-RP-002
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Section III - Re resentations and Warranties of Setter

3.I Except as set forth in the Disclosure Schedules, Seller represents and warmnts that as of the date
hereof and as of the Closing Date:

(a) Seller has all the requisite power, authority and capacity to enter into this Agreement and
the Related Agreements.

(b) Seller is a municipal corporation validly existing under the laws, and a political
subdivision, of the State of South Carolina and is duly authorized to engage in the provision of sewer
utility services in the Purchased Area pursuant to the lasvs of said State and Seller's own ordinances or
resolutions.

(c) This Agreement has been, and each Related Agreement will be, duly executed and
delivered by Seller and constitutes (or will constitute upon execution) a legally binding and enforceable
obligation of Seller enforceable against it in accordance with its terms.

(d) This Agreement and the Related Agreements and their consummation will not conflict
with or result in a breach ofany agreement, Law, judgment, order, or permits or other government permit
applicable to Seller, nor will it result in the creation oi an Encumbrance, or require consent from or
notification of any lender, other third party or any Governmental Authority except for the Regulatory
Approvais. Without limiting the generality of the foregoing, the City Council of Seller passed an
appropriate ordinance approving the transactions contemplated by this Agreement and the Related
Agreements on June 5, 2012 and no further approval is required from the City Council or the City for
such transactions.

(e) The execution and delivery of this Agreement and the Related Agreements by Seller, and
the performance by Seller of its obligations hereunder and thereunder (including the transfer of the Assets
to the Buyer in accordance with the terms hereof and the performance ofservices to be provided by Seller
under the Processing Agreement) are consistent with, and in compliance with, all ordinances, resolutions
or other Laws or bonds binding on the Seller or otherwise relating to the Assets or the transfer thereof.

(0 ~shdl 33 I t *, t d ptt llt f Il(11 I p pm d,
beneficially or of record, or leased, subleased and (ii) to the knowledge of Seller, used by easement or
otherwise, operated or occupied by Seller (including any leases pursuant to which Seller is either the
lessee, sublessee, lessor or sublessor of the real property) included as an Asset (individually the
"~Pro er/ " and collectively, the "~Pro eries'*). Seller has good and indefeasible title to each of the
Properties owned by Seller. Each of the Properties owned by Seller is owned in fee simple absolute as
Id( td ~shdl 3.1 I' I f lla 3, pt td Tl d'ncifnfbrance'*on such Schedule. Each lease or sublease covering the Properties is valid, subsisting in
full force and effect and binding upon the parties thereto in accordance with its terms in all material
respects, and Seller has satisfied in full or provided for all of its respective liabilities and obligations
thereunder requiring performance prior to date hereof. Except for those Properties subject to leases where
Seller is a lessor or sublessor, Seller is in possession of the Properties and has a valid and subsisting
leasehold interest in such Properties pursuant to the respective lease. Seller has good and valid title to all
its personal property included as an Asset free and clear of all Encumbrances. Attached hereto as ExhibitH' fth eitysyt (th "~hc "1. f th K I dc fth sit,th syt MP
provides an accurate depiction of all material lines constituting the City System, including proper
identification of the trunk lines and lilt stations of the City System.

Last fcvisedl 5/le/20 12
Cat smtyis: f622496 v.4
20 l2-aP-007



AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2019

Septem
ber20

3:58
PM

-SC
PSC

-2019-281-S
-Page

28
of46

Attachment HW-2
EXHIBIT I

Page 9 of 21

(g) E* pt t!'hi s~hd I 31 s IH, \ lyi p ti gth city sy t, dth
Assets is, and at all times has been, in substantial compliance with all Laws that are or where applicable
to it or to the conduct or operation of the City System or the ownership or use of any thc Assets,
including, without limitation, any rules or regulations of'the PSC, South Carolina Department of Health
and Environmental Control ("DHEC"), the EPA and any other Governmental Authority. Except as set
fnhi ~shdl 3.1 ih dh b ilti bysll f yE I tl,g Ilh
and Safety Law and, to the Knowledge of Seller, no violations of any such Law have been commiued on
p pni dbyslt I Iddi th A t ~phd t 31 ti I d td ipti
of the current issues existing between the City and the EPA (thc "Exis/in SP/i Dis ne'*). Attached as
~shdt*S.I I I d tg ig(byd dl ti ) f hS i[ES 0 fl
("SSO") filed with respect to the Purchased Area within the preceding twelve calendar months ("SSO
I~is[in ').

(h) There are no pending actions, claims, suits or proceedings to which Seller is a party, or to
the Knowledge of Seller threatened, that may prevent or delay the Closing of the transactions
contemplated hereby or have any effect on the Assets.

(i) Seller is not a party to any Contract relating exclusively to the City System other than astf th ~shdl 3.11 d, fth dt h f d p ti fth
contemplated hereby, is not and will not be in default under any such Contract and, to the Knowledge of
Seller, no other party to any such Contract is in default thereunder.

(j) There are no unpaid taxes or unfiled Tax returns that could result in an Encumbrance
against any of the Assets that could affect the rights of the Purchaser to use any of the Assets after
Closing and there are no Tax liens with respect to any Assets because the Seller is exempt from any Tax
obligation.

(k) ~sh 131k nfnh II t ilt gibl p pny dbySII I Iddi th
Assets, and such Assets, to the Knowledge of the Seller, are adequate for the uses to which they are being
put and without the need for repair, maintenance or replacement or other curative work other than the
budget of known construction needs for the Purchased Area with respect to the City System set forth on
~gh d I 3 1 k (tl EK g' ~ )d, th K ",I dg I'th 3 II, ffi in f th
continued operation of the City System after the Closing Date in substantially the same manner as
conducted prior to the Closing.

(I) ~sh d I 311 I f nh II ight,li * dp il fS II I t d ithth City
System (the "Pernn'/s"); and all such Permits are in full force and effect and are valid and enforceable in
accordance with their respective terms. Such Permits constitute all the licenses and permits required for
the operation of the City System as presently operated, and all such Permits will be in full force and effect
at Closing.

( ) ~shdl*3.1 I fnh t d tlitig fSII 'tig t 1th p
th Ciu Sy t (th ~E* ll CI g ')"

() E* pt tfnh ~shdl 3.1 Sll h d il, dh
undertaken no obligation, oral or written, fixed or contingent on the occurrence of any other action or
event, to construct any lift station, install any pumps, lay any lines or take any similar actions in the
Purchased Area.

Lgsi revised: 5/10/2012
Cutumbig: l 622496 v.4
20/2-RP-007
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Seller does not require or receive any deposits or similar payments from customers of the
City System (including any Customer that may be transferred to the Buyer pursuant to the terms of this
Agreement) for wastewater or water utility services.

(p) The representations and warranties of Seller contained in this Agreement and in all other
documents and information furnished to Buyer are complete and accurate and do not and will not include
any untrue statement of a material fact or omit to state any material fact necessary to make the statements
made not misleading.

Section IV - Re resentations nnd Warrantics of Bu er

4.1 Buyer represents and warrants to Seller as follows:

(a) Buyer is duly organized, validly existing and in good standing under the laws of the
jurisdiction of its formation;

(b) this Agreement constitutes, and each Related Agreement when executed will constitute, a
legally binding and enforceable obligation of Buyer enforceable against Buyer in accordance with its
terms; and

(c) there are no proceedings or other actions commenced against Buyer that may prevent or
delay the Closing of the transactions contemplated hereby.

(d) BUYER ACKNOWLEDGES AND AGREES TI-IAT, EXCEPT FOR THE
REPRESENTATIONS AND WARRANTIES EXPRESSLY SET FORTH IN THIS AGREEMENT, THE
SELLER HEREBY DISCLAIMS ANY REPRESENTATIONS, WARRANTIES, PROMISES,
COVENANTS, AGREEMENTS OR GUARANTIES OF ANY KIND OR CHARACTER WHATSOEVER
Wl-IETHER EXPRESS, IMPLIED OR OTHERWISE REGARDING THE MERCHANTABILITY,
MARKETABILITY, FITNESS FOR A PARTICULAR PURPOSE OR FUTURE PROFITABILITY OF
THE CITY SYSTEM OR THE ASSETS.

Section V - A recments Throu h Closin

5.1 During the period from the date hereof until the Closing:

(a) Seller shall provide Buyer with reasonable access to the Assets and its City System
Customers and suppliers, including access for the purposes of conducting the environmental

tlgtl dlt t* pltdl ~gi t.ld df ps f d ttgth ddu ld
dag 7 tlgtl d lhd ~phd l S.l

(b) Seller shall not, without the consent of Buyer, acquire or dispose of any Assets, terminate
or amend any Included Contract or make any other commitments or take any actions that are outside the
Ordinary Course of Business with respect to the Assets or the operation of the City System.

(c) Buyer and Seller shall cooperate to the maximum extent possible to satisfy all Closing
conditions, including obtaining all regulatory requirements necessary for the transactions contemplated
hereby, including the Regulatory Approvals, (it being understood that Buyer shall be primarily
responsible for obtaining the Regulatory Approvals, and that Seller's obligation under this Paragraph

Last revised: 6/10/2012
Columbia:!622496 vd
2012-tut-007
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shall be limited to providing such reasonable support as may be requested by Buyer, and it being further
understood that Seller shall be entitled to be reimbursed up to an amount not to exceed $50,000 for out-
of-pocket expenses actually incurred by it in providing support pursuant to this Paragraph). Without
limiting the generality of the foregoing, the Parties acknowledge that the sale of the Assets contemplated
by this Agreement is subject to and contingent upon receipt of all Regulatory Approvals, including the
approval of the PSC upon terms and conditions reasonably acceptable to Buyer (which terms shall include
PSC having approved for Buyer a Rate Schedule that will allow the Buyer to operate the City System
following the Closing under the Existing City Rates). The Parties shall apply to the PSC for permission
to transfer the Assets as promptly as reasonably possible alter execution of this Agreement. The
remaining Regulatory Approvals wili be promptly sought thereafler by the Parties.

(d) Seller shall operate the City System in the usual, regular and ordinary manner consistent
with past practice and use its reasonable commercial efforts to preserve Seller's present relationships with
persons having business dealings with the City System. Seller shall not alter the Existing City Rates or
otherwise propose or impose any new or different fees, charges or other costs on the Customers such that
the Customers would be affected in 0 disproportionate or adverse manner as compared to other customers
of the City of Columbia.

(e) Seller shall promptly notify Buyer of any fact or condition that causes or constitutes a
breach of any of Seller's representations and warranties, or if Seller become aware of the occurrence afler
the date of this Agreement, of any fact or condition that would or could have a materially adverse effect
on the Assets or the City System, but no such notification shall cure any breach of a representation or
warranty which would otherwise exist but for such notice.

(f) Seller will not, and will cause each of its representatives and advisors of Seller not to,
directly or indirectly, solicit, initiate or encourage any inquiries or proposals from, discuss or negotiate
with, provide any non-public information to, or consider the merits of any unsolicited inquiries or
proposals from, any person (other than Buyer) relating to any transaction involving the sale of the City
System or Assets (other than in the Ordinary Course of Business) of Seller, or any similar transaction.

(g) Within 60 days from the date of this Agreement, Seller shafl provide to Buyer a
~00 0 1*55 p ldl g t d I II tl g flit tl 0 d ld tllf f II C
accounts of Seller as of the date ofsuch listing (the "Cffstomer List"), and (2) for each Customer reflected
on the Customer List, the address ofsuch Customer and the billing history (including Customer usage) for
such Customer for the preceding twelve calendar months. Buyer shall reimburse Seller for its reasonable
costs out-of-pocket expenses incurred for providing this information up to an amount not to exceed
$5,000. I'ip v ftgl Ag t,tg dl I d I ta ~sgi 5.1
representation and warranty made by the Seller to the Buyer.

(h) Buyer shall be entitled to receive and collect any connection fees for future development
in the Purchased Area and Seller shall cause ail such connection fees to be paid directly to the Buyer from
the applicable developer (whether received and collected on or before Closing, or afler Closing, the
"Post-Si in Connection Fees").

(i) Immediately foflowing the approval by the appropriate federal Court of the Consent
Decree entered into between the Seller and the EPA, the Seller shall provide a copy thereof to Buyer.

Last fgvisgd: Sllei2012
Columbia: l622496 vx
20l2-RP4s07
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Section VI - Title Commitment and Surya

6,1 Commitment Documentation. Buyer may elect, at its cost and expense, to obtain a
C im tt Till I (th "ryCfl Iimift titl* p y fim I I g(th "~m~CD Id gt'dhth \ I ftitl fih S IP Pdyd ibd ~phd I 3( d h i g
all Encumbrances and other matters, if any, relating to the Real Property, and all documents each referred
to in the Title Commitment, including, without limitation, plats, deeds, restrictions and easements.

6,2 UCC Searches. Buyer may elect, at its cost and expense, to obtain current searches (the DUCC

S~earch m) performed by Capitol Commerce Reporter, UCC Reporting Service or other similar service
acceptable to Buyer reflecting all UCC-I filings which relate to the Real Property and the Assets which
reflect Seller or any other person who has owned the Real Property within the last five (5) years as
"Debtor".

6.3 ~Surve . Buyer may elect, at its cost and expense, to have a survey of the Real Property prepared
by a surveyor selected by Buyer (the "~Surve "). For purposes of the description to be included in the
9 Pliyt b I dP tt ~Si 7ii dth D d lh I'Id I p p dbyth

y hll I I y flil I it *I i(heidl 3.( d (did t hllb
incorporated herein by this reference upon their completion and shall constitute the property description
attached to the Deed.

6.4 Encumbrances. If the Title Commitment, Survey or the UCC Searches, or any update of the
Title Commitment, Survey or UCC Searches, shows that the Real Property or any other Asset is subject to
any Encumbrance other than the Permitted Encumbrances (herein defined), then Seller shall, subject to
the terms hereof, cure or remove such Encumbrances. Buyer shall have seventy-five (75) days from the
date it has received all of the Title Commitment, Survey and VCC Searches in which to examine the same
and notify Seller of those Encumbrances subject to which Buyer will accept title to the Real property {the
"Permilled Encumbrances") and those Encumbrances which Buyer finds objectionable. If such notice is
not given, it shall be deemed that afl Encumbrances reflected by the Title Commitment, Survey and UCC
Searches are objectionable. Seller, at its sole cost and expense, shall use its commercially reasonable
efforts to cure or remove all Encumbrances, other than Permitted Encumbrances, and deliver within thirty
(30) days of'he date of Buyer's notice an amended Title Commitment, Survey and UCC Searches
reflecting the cure of such Encumbrances. Seller shall not be obligated to spend more than $50,000.00 in
the aggregate to cure or remove Encumbrances (other than Liens for borrowed money or other similar
monetary Liens). Seller shai! not place, or allow to be placed, any Encumbrance of any nature against or
relating to the Real Property between the date hereof and the Closing. In the event any such
Encumbrance is placed against or otherwise becomes relative to the Real Property between the date
hereof and the Closing, notwithstanding the other provisions of this Section 6.4 or Section 6.5, Seller, at
its sole cost and expense subject to the limitation set forth above, shall cure or remove such Encumbrance
and shall deliver within thirty (30) days of the date such Encumbrance is placed against or otherwise
becomes relative to the Real Property an amended Title Commitment, Survey and UCC Search reflecting
the cure of such Encumbrance.

6/5 Remedies. If'eller refuses or fails to cause any Encumbmnce (other than a Permitted
Encumbrance) to be removed or cured, or Seller gives notice to Buyer that Seller will not cause such
Encumbrance to be removed or cured, then Buyer shall have the right and remedy to;

(a) unilaterally extend the Closing Date for a period of not more than sixty (60) days afler the
dt* hi*hth Ag *I ld ih I b t I tdP tt ~Si 9.3 t ff dg th

Last fgsisgd: S/10/2012
Cfliambia: (622496 9.4
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additional time within which to cure such Encumbrance (without prejudice to the later exercise of Buyer'
rights set forth in subparts (b) and (c) of this subsection);

(b) consummate the purchase of the Assets pursuant to this Agreement, in which event the
Purchase Price shall be reduced by the amount constituting an Encumbrance, but when added to all cures
byS II d S I 6.4S II hit tb p Ibl f th 550,0DDI

(c) terminate this Agreement by giving Seller written notice thereof at or before Closing, or
if sooner, by no later than one hundred and twenty (l20) days atter the date on which Seller has delivered
th tl t Phtdl th P bl t tht SD tt 65.

6,6 Related A reements. In connection with the Closing, the Buyer and Seller shall execute and
deliver to each other (and the Escrow Agent, as applicable)„(i) the Escrow Agreement, (ii) a Wastewater
P Ig Ag t bt Igy I th f f Shlbltt ~ hd h 0 (Ih ~PMd~"), d(lll) M*S 0 dl gAg * t b t I llyt th f f0*bib) I( ll tl ly, h
"S~ld 4 . 0).

Section VII - Conditions to Close

7.1 Bu er's Conditions to Close. Unless waived by Buyer in its sole discretion, Buyer's obligation
to consummate the transactions contemplated by this Agreement is subject to the following conditions:

(a) (i) the representations and warranties of Seller shall be accurate as of the date of this
Agreement and shall be true and correct in all material respects at and as oF the Closing Date; provided,h,t'h fdt It g hth th dltl tf tht thl ~Stan 7.1 h b

satisfied, all Knowledge or similar qualifiers contained in any representation or warranty shall be
disregarded, and (ii) Seller shall have performed and complied with all covenants and conditions required
to be performed and complied with by them at or prior to the Closing Date.

(b) all statutory requirements for the valid consummation of the transactions contemplated
herein shall have been fulfilled and all governmental consents, approvals or authorizations necessary for
the valid consummation of the transactions contemplated herein shall have been obtained including, but
not limited to, the Regulatory Approvals;

(c) no action or suit shall have been commenced and no Laws shall have been enacted or
proposed that reasonably may be expected to prohibit Buyer's ownership of the Assets or render Buyer
unable to purchase the Assets, make the sale of the Assets illegal or impose material limitations on the
ability of Buyer to exercise full rights of ownership of the Assets;

(d) the completion, at the sole option and expense of Buyer, of a Phase I environmental
report or other environmental investigation regarding the Real Property and, if recommended, the
completion of a Phase ll environmental report, and the contents of each such report being to the
reasonable satisfaction of Buyer;

(e) Buyer shall have completed to its sole satisfaction a due diligence review of the Assets
and the Business;

(f) the parent of Buyer shall have approved the transactions contemplated by this
Agreement;

Lss( fgpisgd: 6/10/2012
Cslsmbis: )622496 v.4
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(g) all consents, approvals and waivers necessary to permit Seller to transfer the Assets to
Buyer, or necessary to permit Buyer to operate the City System as presently operated, shall have been
obtained, including thc Regulatory Approvals, which Regulatory Approvals shall include the granting of a
Tariff to allow the Buyer to continue to operate the City Systems under the Existing City Rates; and the
City Council of Seller shall have passed an appropriate ordinance approving the transactions
contemplated by this Agreement and the Related Agreements;

(h) Seller shall have delivered to Buyer at or prior to Closing a certificate executed by an
appropriate representative oF Seller that certifies that all necessary actions (including the adoption of
ordinances, resolutions or (he like) authorizing the execution and delivery of this Agreement and the other
agreements and documents contemplated hereby and the taking of all actions contemplated hereby and
thereby have been taken;

(i) Buyer, at its sole expense and cost, shall have caused the Title Company to issue to Buyer
(or deliver the Title Company's irrevocable and unconditional commitment to issue to Buyer), an owner
p II y ftltl~ I I dbyylll C p y(l ~OP II )dl "I g t th tl f tl f
Buyer, that Buyer is thc otvner ot'he Real Property subject only to the Permitted Encumbrances and the
standard printed exceptions, with the exception as to restrictions marked "none oF record'* (other than
those that constitute Permitted Encumbrances), the exception for taxes limited to the year in which the
Closing occurs and subsequent years and subsequent assessments for prior years due to change in land
usage or ownership, the exception for "parties in possession" deleted and the area and boundary exception
modified to read "any shortages in area";

(j) Seller shall have delivered to Buyer at Closing a certificate executed by an appropriate
representative of Seller, dated as of the Closing Date, that certifies that the representations and warranties
of Seller contained in this Agreement are true and correct in all material respects as of the Closing Date
and that Seller has performed and complied with all covenants and conditions required by this Agreement
to be performed and complied with by any of them at or prior to Closing;

(k) Seller shel! have provided to Buyer at Closing a certificate executed by an appropriate
representative of the Seller hereof updating and supplementing (i) the Customer information provided in
~si SI ( th th th bit I (hall gl I'l bib d tb pd t d), d(ll)th SSO
Listing;

(I) Each of the Related Agreements shall have been executed and delivered in the manner
contemplated by Section 6.6 and the Escrow Agreement shall have been executed and delivered by the
Escrow Agent;

(m) Buyer slmll have received in form satisfactory to it in its sole discretion, (i) a bring down
of the legal opinion from the general counsel of Seller delivered to Buyer contemporaneous with the

tl fthldg t, t th p ttl d ti tfdhl~gti St th gh
~3t e hereof, and (ii) a legal opinion from McNair Law Firm, P.A. outside bond counsel to the Seller, to
the effect that the execution and delivery of this Agreement and the Related Agreements by Seller, and
the perlormance by Seller of its obligations hereunder and thereunder are consistent with, and in
compliance tvith, any bonds binding upon the Seller or othetwise relating to the Assets or the transfer
thereof, and that the Assets are not encumbered by any such bonds;

(n) Buyer shall be reasonably satisfied that it is getting good and marketable title to all real
estate utilized in the operation of the City System and that such real estate constitutes all the real property

Last fgvisgd: 5/10/20I2
Colo(Obis: 1622496 v.4
2012-RP-007

14



AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2019

Septem
ber20

3:58
PM

-SC
PSC

-2019-281-S
-Page

34
of46

Attachment HW-2
EXHIBIT I

Page 15 of21

required to operate the City System in the manner currently being operated (including any necessary
grants of rights-of-way from Richland County); and

(o) the EPA shall have agreed, in 0 form and substance satisfactory to Buyer in its discretion,
that the Existing EPA Dispute does not, and will not, affect in any way the Assets, the City System or the
Buyer, including without limitation, by stipulating that the Consent Decree being negotiated between the
Seller and the EPA with respect to the EPA Dispute (the "Consent Decree"), shall provide that upon the
acquisition of the City System and the Assets by the Buyer pursuant to the terms hereof, such Consent
Decree shall have no application to the city system or the Assets ("consen/ Decree s/i tdldt/ion").

7.2 Seller's Conditions to Close. Unless waived by Seller in its sole discretion, Seller's obligations
to consummate the transactions contemplated by this Agreement is subject to the following conditions:

(a) (i) the representations and warranties of Buyer shall be accurate as of the date of this
Agreement and shall be true and correct in all material respects at and as of the Closing Date, and (ii)
Buyer shall have performed and complied with all covenants and conditions required to be performed and
complied with by them at or prior to the Closing Date;

(b) other than approval of the City Council of Seller (which has already occurred pursuant to
an adoption of an appropriate ordinance approving the transactions contemplated by this Agreement and
the Related Agreements), all statutory requirements for the valid consummation of the transactions
contemplated herein shall have been fulfilled and all governmental consents, approvals or authorizations
necessary for the valid consummation of the transactions contemplated herein shall have been obtained
including, but not limited to, (he Regulatory Approvals;

(c) no action or suit shall have been commenced and no Laws shall have been enacted or
proposed that reasonably may be expected to prohibit ownership of the Assets or render Buyer unable to
purchase the Assets, or make the sale of the Assets illegal;

(d) all consents, approvals and waivcrs necessary to permit Seller to transfer the Assets to
By dl *I d ~ah d I 3 I d h II h h ht 3 d l I dl lith R S 3 t B APP

(e) Buyer shall have delivered to Seller at Closing a certificate executed by an appropriate
representative of Buyer, dated as of the Closing Date, that certifies that the representations and warranties
of Buyer contained in this Agreement are true and correct in all material respects as oF the Closing Date
and that Buyer has performed and complied with all covenants and conditions required by this Agreement
to be performed and complied with by any of them at or prior to Closing; and

(I) With respect to the Existing EPA Dispute, (i) the EPA shall have provided the Consent
Decree Stipulation or (ii) the Buyer shall have agreed in writing to be bound by and assume the
obligations of the Seller under the Consent Decree with respect to the City System and the Assets (but not
othe/wise).

Section VIII -Seller Res onsibili and Escrow Provisions

S.l Survival. Except as specifically provided in agreements delivered pursuant to this Agreement,
no representations, warranties, covenants and obligations in this Agreement will survive Closing.

Last revised: 6/10/20l2
Calambia; 1622496 v,4
2012-RP4t07
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8.2 Seller's Res onsibili . Notwithstanding any Knowledge or investigation acquired by Buyer
prior to Closing with respect thereto, following the Closing Seller shall continue to be financially
responsible for:

(a) violations or claimed violations of any Environmental, Health and Safety Laws which
relate in any way to the ownership, occupancy, use, operation or conditions of the City System or any
present or former Real Property or Asset utilized by Seller in connection with its operations of the City
System or otherwise related to the operation of the City System on or before the Closing Date;

(b) any cleanup or remediation requirement or liability or any other damages or liability
arising from a release or threatened release or exposure to any Hazardous Substances to the extent that
those Hazardous Substances are present at any present or former Real Property or in any Asset utilized by
Seller in connection with its operations of the Business or otherwise related to the conduct of the Business
on or before the Closing Date;

(c) any Taxes attributable to Seller;

(d) The existing EPA Dispute;

(e) Any employee benefit plan, including any Seller Plan maintained by the Seller, or the
termination of such Plan or otherwise pertaining to any employees or former employees of the Seller, or
the termination of any such employees;

(f) any Excluded Liabilities; and

(g) Curative Expenditures for any Discovered Work Items as provided in Section 2.5 and in
the Escrow Agreement but limited to the Escrow Holdback Amount.

8,3 Escrow Holdback Amount. Notwithstanding anything herein to the contrary, the Buyer agrees
that any action asserted by it with respect to any claim against Seller for a claim for a Curative
E*p dtt d ~sui 8.2 **.2 Ih dl cfl H) hll *I I lyb d d th
Escrow Agreement and the maximum amount of liability of Seller with respect to all such
8.2(g) Expenditure Claims shall in no event exceed $ 1,000,000.00. In addition, notwithstanding anything
herein to the contrary, (i) Seller shall not be liable for any Curative Expenditure except to the extent that
the aggregate amount of all Curative Expenditures exceeds the Stipulated Budget Amount (the
determination of whether any particular Curative Expenditures should be credited against the Stipulated
Budget Amount and whether the Stipulated Budged Amount has been exceeded, and if not, the
determination of the Budgeted Amount Deficiency, shall be made in accordance with the provisions of
~gti 2.5, dttl)kl fdh 5 t d d g dthtth E Hldb kA u hit
be available to Buyer to recover any amounts owed to it as a result of a breach by Seller of any of its
bggtl d S~i82 th ghat 84 fthl Ag

8.4 Recei t of Post-Si nin Conncetion Fees. From and aller the Closing, the Seller shall promptly
pay to Buyer any Post-Signing Connection Fees which were received by thc Seller on or before the
CI I gt I tl fth P I I f~sdi 51 h.

Section IX - Covenants After Closin

9.1 Records and Documents. For a period of six years after the Closing Date, at any Party'
reasonable request, the non-requesting Party(ies) shall provide the requesting Party and its
Last fgvissd: 5II0/2012 16
Columbia: 1622496 v.4
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representatives with access during normal business hours to, and the right to make copies of,
those records and documents solely related to the Assets or the City System for a period of time
prior to the third anniversary date of the Closing Date.

9.2 Termination

9.3 Termination. Anything herein to thc contrary notwithstanding, this Agreement shall terminate
upon the occurrence of any of the following events:

(a) by written consent of Buyer and Seller;

(b) bj*tt ~gpss 6.5 '0 tt I'y t S ~ II S II I 0 y Ifth*
Closing shall not have occurred on or before 120 days from the date that the last of the Regulatory
App I I btl d d dt h b tt ltd l d ith~gt'.1;p Idd,
however, that if the Closing has not occurred by such date due to a breach of this Agreement by one of the
Parties, that Party may not terminate this Agreement;

(c) upon the issuance of an order by the appropriate Governmental Authority denying the
Regulatory Approval requested by the Parties;

(d) on written notice from Buyer to Seller that Seller has breached any of its or his respective
representations, warranties or obligations hereunder and such breach has not been cured by Seller or
waived by Buyer within ten (10) days aAer receipt of written notice ofsuch breach from Buyer, including,
b t I I I I I d ! , S I I

'
I I t y 0 b d* 00t0I 0 66 ..4A;

( ) ttt tt 0 B y I Sdl th t y fth* dill I ~gti 7.1 ~b,
Lce,~d iee, ~ Igb Qi, ~n or  o are not or will not be satisfied; or

(f) on written notice from Seller to Buyer that Buyer has breached any of its representations,
warranties or obligations hereunder and such brcach is not cured by Buyer or waived by Seller within ten
(10) days ager Buyer's receipt of written notice of such breach from Seller.

9.4 No Liabilities in Event of Termination. In the event of any termination of this Agreement as
provided above, this Agreement shall forthwith become wholly void and of no further force or effect and
there shall be no liability on the part of Buyer, Seller or their respective otT)cers, directors, or agents,

pt th t () th* p II f S I Ipl d II I, 113 114 116 ~l 1112 d tv
S tt lb.2 hll I I fllf d*ff t;(b) uhlg tt dh I I II \ yppy
from liability for any willful failure to comply with any provision, covenant or agreement contained
herein; and (c) Buyer shall pay to Seller an amount of any Post-Signing Connection Fees received by it
pt \ t I tt p tt ~gti S.thh f.

Section X - General Provisions

10.1 ~Ex eases. Buyer has agreed to be responsible for the expenses of Haynsworth Sinkler Boyd, PA
in providing representation to the Seller in connection with this Agreement. Except as provided in this
S I 10.1 dt th *t t th I p tddf I ~00'.1 6~Bi 5.1 hp&
shall be responsible for its own expenses incurred in connection with this Agreement.

10.2 Further Assistance. Prior to the Closing, Seller shall use its commercially reasonable efforts to
consummate the transactions contemplated by this Agreement including, without limitation, obtaining any~ ~Birn: SnanOrs 17
Co)Bus)is: 1622496 v.4
20)2-RP-007
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fit „ I pp I th I d ibd ~shdl 3.ld. Pi t th Cl it!,S*II
shall also use its commercially reasonable efforts to cause the Consent Decree Stipulation to be provided
and for the Consent Decree to propose no greater obligations with respect to the City System and the
Assets than the obligations imposed under the DHEc Letter (the MDHEc Letter obli ciionsM) and the

blig it If dh S h d I* It.2 fib ~EPA Obli I 2
"I'd ft th Cl I g, S II

execute and deliver, without additional expense to Buyer, such additional documents and take such
additional actions as are reasonably necessary to transfer the Assets and the City System to Buyer and to
allow the Buyer to more effectively operate the City System.

IS.3 ~ml R lit . Shi tt th*PAI 'ght I I I \ thi Ag t p ifi llf
provided herein, in the event that a dispute arises out of or in connection with this Agreement (a
"~Dis uieM), such Dispute shall be resolved in accordance with the procedures specified in this Section
!0.3 which shall be the sole and exclusive procedures for the resolution of any Disputes.

(a) Either Party may request in writing to settle a Dispute by mediation. The mediator shall
be a certified mediator experienced in commercial transactions of the nature described in this Agreement.
Unless otherwise agreed, the mediation shall take place in Columbia, South Carolina. Each Party shall
share equally in the expenses of mediation, provided that each Party shall be responsible for its own
attorneys* fees and cost incurred with respect to such mediation. Neither Party shall commence any
arbitration or court proceedings, other than as contemplated in Section 2.5 or for injunctive or other
similar equitable relief, unless and until either (i) the mediation has not been successful within sixty (60)
days of being requested or (ii) the other Party refuses to participate in mediation.

(b) SUBJECT TO THE MEDIATION PROVISION ABOVE, THE CIRCUIT COURTS
LOCATED IN RICHLAND COUNTY, SOUTH CAROLINA SHALL HAVE EXCLUSIVE
JURISDiCTION OVER ANY DISPUTE.

ill d ~GI L . THIS AGREEMENT SIIALL BE GOVERNED BY AND CONSTRVED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF SOUTH CAROLINA WITHOUT GIVING
EFFECT TO ANY CHOICE OR CONFI.ICT OF I.AW PROVISION OR RULE THAT WOULD
CAUSE THE APPLICATION OF THE LAWS OF ANY JURISDICTION OTHER THAN THE STATE
OF SOUTH CAROLINA.

10.5 Notice. Any notice, request, instruction, correspondence or other document required to be given
hereunder by either Party to the other ("LoriceM) shall be in writing and delivered in person or by courier
service requiring acknowledgment of delivery or mailed by certified mail, postage prepaid and return
receipt requested, or by fax, as follows:

If to Buyer, addressed to.

Palmetto of Richland County LLC
I 7 I 0 Woodcreek Farms Rd.
Elgin, SC 29045
Attention: Ed Wallace
Fax: (803) 699-2423

Last mpisgd: 6/!Oj2012
Colvmbig: 1622406 YX

2012-RP4jct
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With a copy to:

Gardere Wynne Sewell LLP
1000 Louisiana, Suite 3400
Houston, Texas 77002-5007
Attention: Daniel Cohen
Fax: (713) 276-6860

If to Seller, addressed to:

City of Columbia
P. O. Box 147
Columbia, SC 29217
Attn: City Manager
Fax: (803) 255-8922

With a copy to:

City of Columbia — Legal Department
P.O. Box 667
Columbia, SC 29202
Attention: City Attorney
Fax: (803) 737-4250

And

Haynsworth Sinkler Boyd, P.A.
1201 Main Street, Suite 2200
Columbia, South Carolina 29201
Attn: Randolph B. Epting
Fax: (803) 765-1243

Notice given by persona! delivery or courier service shall be effective upon actual receipt. Notice given
by mail shall be effective five days after deposit with the United Slates postal service. Notice given by
fax shall be confirmed by appropriate answer back and shall be effective upon actual receipt if received
during the recipient's normal business hours, or at the beginning of the recipient's next business day after
receipt if received before the recipient's normal business hours. All Notices by fax shall be confirmed
promptly after transmission in writing by regular mail or personal delivery. Any Party may change any
address to which Notice is to be given to it by giving Notice as provided above of such change ofaddress.

10.6 [ttgsggvzn}

10.7 No Waiver. The rights and remedies of the Parties to this Agreement are cumulative and not
alternative. Neither the failure nor any delay by any Party in exercising any right, power or privilege
under this Agreement or the documents referred to in this Agreement will operate as 0 waiver of such
right, power or privilege, and no single or partial exercise of any such right, power or privilege will
preclude any other or further exercise of such right, power, or privilege or the exercise of any other right,
power or privilege. To the maximum extent permitted by applicable Law, (a) no claim or right arising out
of this Agreement or the documents referred to in this Agreement can be discharged by one Party, in
whole or in part, by a waiver or renunciation of the claim or right unless in writing signed by the other
Party; (b) no waiver that may be given by a Party wilt be applicable except in the specific instance for
Lavi vvvivvd: S/10/2012 19
Catvmbu: i 622406 v.4
2012-RP4/07
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which it is given; and (c) no notice to or demand on one Party will be deemed to be a waiver of any
obligation of such Party or of the right of the Party giving such notice or demand to take further action
without notice or demand as provided in this Agreement or the documents referred to in this Agreement.

10.0 Amendments. This Agreement may be amended, supplemented or otherwise modified only by 0

written agreement executed by the Parties (or their permitted assigns).

lb.9 0~ICI . If yp I I ftbi Ag ti b id i lid * f bl by y
of competent jurisdiction, the other provisions of this Agreement will remain in full force and effect. Any
provision of this Agreement held invalid or unenforceable only in part or degree will remain in full force
and etfect to the extent not held invalid or unenforceable.

10.10 ~lt lli . Th 1 dig fg I i thi Ag t p idda I ly
and will not affect its construction or interpretation. All references to "Section" or "Sections" refer to the
corresponding Section or Sections of this Agreement. All words used in this Agreement will be construed
to be of such gender or number as the circumstances require. Unless otherwise expressly provided, the
word "including" does not limit the preceding words or terms.

10.11 Multi le Counter arts. This Agreement may be executed in one or more counterparts, each of
which shall be deemed an original, but all of which together shall constitute one and the same instrument.

10,12 Sales and Transfer Tnxes. Seller and Buyer shall be responsible for and pay 50% of any
applicable sales, stamp, transfer, documentary, use, registration, filing and other taxes and fees (including
any penalties and interest) that may become due or payable in connection with this Agreement and the
transactions contemplated hereby.

10.13 ~atl A i. Thi Ag I ti I di g th E*hibii d th hi*i 01 d I

attached hereto) constitutes the entire agreement between the Parties and supersedes all prior agreements,
correspondence, and understandings, oral and written, between the Parties with respect to the subject
matter hereof, including any letters of intent and confidentiality agreements among the Parties, or any
agreements, correspondence or understandings between the Parties or any of their aAitiates relating to the
sale of the Assets or the operation of the Purchased Area.

1014 ~AI hilt . Tli Ag t 0 II tb ig dby0 II 1th ttb pi lit t
of Buyer. Buyer may assign to an affiliated entity, or an entity that acquires substantially all of its
Buyer's assets without Seller consent.

Ill.ig ~gl . Ey hllh blip ti t ply t p id b tt t y f
employees of Seller. Buyer shall have no responsibility, liability or obligation, whether to employees,
former employccs, their beneficiaries or to any other person with respect to, and Seller shall indemnify
and hold Buyer harmless with respect to, any employee compensation or any benefit plan, practice,
program or arrangement maintained for employees of'eller (including, without limitation, any pension,
retirement, bonus, medical, dental or other health plan or life insurance or disability plan).

10.16 Mail. Seller authorizes and empowers Buyer on or atter the Closing Date to receive and open all
mail received by Buyer relating to the City System or Assets. Seller shall promptly deliver to Buyer any
mai! or other communication received by them atter the Closing Date pertaining to the City System or the
Assets and any cash, checks or other instruments of payment in respect of the Assets (including any Post-
Signing Connection Fees). Buyer shall deliver promptly to Seller any mail or other communication

Last fgviggd: 5/lc/20l2
Columbia: 1622496 vd
2012-RPdta/
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received by them ager the Closing Date pertaining to thc Each/ded Assets and any cash, checks or other
hlstlauncnts of pavnlcnt h1 rest)ect ot thc Escludcd Assets.

IN Wl'I'Nl'SS Wl.lf RL'Ol', Ihc parties have csccutctl this Agreement as ol'the date first written
above.

13UYKR: SFLLKIU

I'ALMETI'0 Olj RICI ILAND C UN'I'Y LLC CI

Nut Nai

'I'itic: City lvlanager

Lvv/vvvivvd: 6/10/20 12

Cvluv/hiv; 1622496 va
2012-ai'-007
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NKW ISSUE

BOOK-ENTRY-ONLY

RATINGS:
Moody'5: Aal

Standard & Poor'st AA
(see "RATINGS")

In Jire opmion ofMcNo/r Lov Firm, P A., Co Bond Counsel, ossanri ng coniimred compliance by dre Ciry trirh i/re provisions of/he Jniernai Revenrre
Code of J966, as amended, as described herein, in/crest on the 20/3 Bonds is excludable from gross income for federal income Jax prrrposes nnder
existing /ous, regulations, rulings arrdjudicial decisions br/crest on Jhe 20/3 Bonds is noi on i/em of Jax preference in compsiing the oiiernotive
mrninrarn rox on individsois ond corporations. Kowever, inieresr on the 20/3 Bonds is included in odjesied current earnings wlren co/cx/o/ing the
corporate alternative minim unr Jax orr certain cotporoii one The 20/3 Bonds and Jire in/crest rhereor wii/ also be exenxp/from agnate, comay, mrxnicipa/,
schoo/ district and other /axes or asxessnre nit imposed wi r bin Jire Stare ofSam h Coro/i na, except ex/are, transfer and certain fi anchise raxex.

Wa Are Columbia

$75,305,000
CITY OF COLUMBIA, SOUTH CAROLINA

WATERWORKS AND SEWER SYSTEM REVENUE BONDS
SERIES 2013

Dated: Delivery Date Due: February 1, as shown on inside cover

The Ctly of Columbia, South Caroltna ("City" ), Waterworks and Sewer System Revenue Bonds, Senes 2013 ('*2013 Bonds'*), are issuable in fully-
registered form and xvhen issued will be registered m the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York
("DTC"), to which payments of principal, redemption premium, if any, and interest on the 2013 Botxds will be nxade Individual purchases will be made in
book-entry-only form, in denominations of $5,000 or any integral multtple thereof So long as Cede & Co, as parutershtp nommee of DTC, ts the
registered owner of the 2013 Bonds, references herem to holders or regtstered owners of the 2013 Bonds means Cede dr Co, and shall not mean the
beneficial owners of the 2013 Bonds Interest on the 2013 Bonds shall be payable on each Februmy I snd August 1 comnxencmg February I, 2014, unttl
maturity or prior redemption Principal on tbe 2013 Bonds wtll be payable in the years and amounts shown on the inside cover hereof. AII capttahzed
terms used on this cover, and not othenvise defined, are defined herem.

The 2013 Bonds are bemg issued under the authority of the Constitution and laws of the State, includmg Title 6, Chapter 17, Cade of Laws of South
Carolina 1976, as amended, and the General Bond Ordinance No 93-43, enacted by the City Council, the goventing body of the City (**Cdy Counctl**), on
May 21, 1993, as amended and supplemented, includmg as amended and supplemented particularly by the Tenth Supplemental Ordinmtce No. 2013-097,
enacted by the City Council on Septenxber 3, 2013

The 2013 Bonds are being tssued fot the purposes of (i) imps ovmg and enlarging the Waterworks md Sewer System of tbe City ("System) (r e., the 2013
Projects), and (il) paying the cost of issuance of the 2013 Bonds

The 2013 Bonds, including the interest thereon, are payable solely front the Net Revenues of the System and ate secured by a pledge of and lien on
the Net Revenues thereof THERE WILL BE NO DEBT SERVICE RESERVE FUND ESTABLISHED FOR OR FUNDED WITH THE
PROCEEDS OF THE 2013 BONDS.

THK 2013 BONDS WILL BK SUBJECT TO OPTIONAL AND MANDATORY REDEMPTION PRIOR TO NJATURITY AS DESCRIBED
HEREIN.

THK 2013 BONDS DO NOT CONSTITIJTE INDEBTEDNESS OF THK CITY WITHIN THE MEAiNING OF ANY STATE
CONSTITUTIONAL PROVISION (OTHER THAN ARTICLE X, SECTION 14, PARAGRAPH 10 OF THE SOUTH CAROLINA
CONSTITUTION AUTHORIZliNG OBLIGATIONS PAYABLE SOLELY FROM SPECIAL SOIJRCKS NOT INVOLVING REVENUES
FROM ANY TAX OR LICENSE) OR STATUTORY LIMITATION. THE 2013 BONDS SHALL NOT CONSTITUTE DEBT OF THK CITY,
NOR A CHARGE, LIEN OR ENCIihlBRANCK, LEGAL OR EQUITABLE, ON ANY PROPERTY OF THK CITY OR ON ANY INCOhIK,
RECEIPTS OR REVENUES THEREOF, OTHER TILAN THE NKT REVENUES OF THK SYSTEM PLEDGED THERETO. NO RECOURSE
SHALL BK HAD FOR THK PAYhlENT OF THE 2013 BONDS OR THE INTEREST THEREON AGAINST THE GKNKRAL FUND OF THE
CITY AND NEITHER THE CREDIT NOR THE TAXING POWER OF THE CITY SHALL BE DEEMED TO BE PLEDGED THERETO.
THE FULL FAITH, CREDIT AND TAXING POWERS OF THK CITY ARE NOT PLEDGED TO THK PAYMENT OF THE PRINCIPAL OF
OR INTEREST ON THK 2013 BONDS.

The 2013 Bands are offered when, as and if issued and delivered by the Ctty, subject to the final approving opmions of McNair Law Firm, P A.,
Columbia, South Carolina, and Johnson, Toal & Battiste, P A, Columbia, South Carolina, Co-Bond Counsel. Certain legal matters xvill be passed on for
the Ctty by the Ctty Attorney, Kenneth E. Games, Esquire, and for the Underwnters by their co-counsel, Parker Poe Adams &, Bernstein LLP, Columbta,
South Carolma, and The Starkes Law Ptrm, P.A., Columbta, South Caroltna. Merchant Capttal, L.L.C., Columbta, South Caroltna, has served as Financial
Advtsor to the City in connection with the issuance of the 2013 Bonds It is expected that the 2013 Bonds wdl be avatlable for dehvery through the
famlities of DTC, on or about December 18, 2013.

Thts cover page contains certain information for qutck reference only. It ts not a summary of the tssue. Investors should read the enttre Official
Statement to obtatn information essenual to the maktng of an informed mvesunent dectston

RAYMOND JAMES TERMINUS SKCURITIKS, LLC

Tbisoigcxsl8tateme t sdatexlDecember5,20J3.
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with reasonable cause. In February 2011, a 15% rate increase, which is effective through June 2020, went into effect
for water service provided to Fort Jackson.

The City's contract with Chapin, which ives entered into on June 29, 1988, provides for the acquisition of the
entire water systeni of Chapin and provides for the City to enjoy the exclusive right to furnish water to Chapin for a
period of 30 years. Chapin customers are charged the normal Out-of-City rates.

The City's contract with Winnsboro is a bulk water agreement, which was entered into May I, 2013, and
confirms that they pay the City's standard rate.

IVaremeorks System Rates

Information on rates and fees of the Waterv,orks System is set forth in "-Water and Sewer Rates and Fees"
herein.

Federal and State Reqeirentents

The City currently holds a license from the South Carolina Department of Health and Environmental Control
('DIIEC") to operate a water treatment and disiribution system. The Watemvorks System currently meets all federal
and State requirements regarding ivater quality. See "Environmental Matters — General."

Sanitary Sewer System

The City's Sanitary Seiver System consists of over 1,000 miles of sewer lines ranging in diameter from 4 inches
to 60 inches, 55 sewage lift stations and a central treatment facility known as the Metropolitan Wasteivater
Treatment Plant ("Metro WWTP"). The Metro WWTP, a biological oxidation extended aeration treatment facility
located on the Congaree River three niiles south of the City, ives originally constructed in 1970 and expanded in
1982 to 40 MGD and again in 1998 to 60 MGD. Currently the average daily flow to the Metro WWTP is about 34
MGD. Nearly five percent of the flow to the Metro WWTP is industrial. The City expects that the Metro WWTP, as
expanded and upgraded, will be adequate to provide sewage treatment tor the Sanitary Sewer System through the
year 2060.

The City owns all of the sewer lines, lift stations and treatment facilities of the Sanitaiy Seiver System. The
sewer lines are expected to have at least a 50-75 year useful life, with proper maintenance. The sewage lift siations
are being rehabilitated as needed and are on a maintenance schedule, and niost stations are expected to have a useful
life of at least 15 years at construction or after rehabilitation is completed. Sev,er lines are typically installed in
easements or in rights-of-way owned by the City, Richland or Lexington County or the State, with new lines being
placed in exclusive easements when possible. The City owns in fee simple the land on which the Metro WWTP mid
many of the sewage litt station sites.

In March 2013, the City sold a portion of the Sanitary Sevver System and the retail wastewater utility service
rights to a private utility company (-'Private Utility"), relating to approximately 13,000 predominantly residential
customers located in northeast Columbia. The sale represented approximately 16% of the City's then-existing'sewer
accounts. The City wifl continue treating sewer for these accounts (at pre-deterniined rates) until the earlier of (I) three
years tiom the sale date and (2) the date the Private Utility can construct necessaiy infrastructure allowing
connection to its treatment plant.

The City maintains an ongoing program of upgrading, rehabilitating, and modernizing of the Sanitaiy Sewer
System, the costs of which are paid front System Revenues and fiom the proceeds of revenue bonds of the System.
See "Capital Expenditures" herein.

Operations

The nutnber of In-City customers of the Sanitary Sewer System grew by approximately 9.76% between 2004
and 2013. The table below shows the nuniber of custoniers of ihe Sanitary Sewer Systeni over the past ten Fiscal
Years.

19
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Server Plan( Expansion Fees

The City began charging neiv customers of the Sanitary Sewer System a sewer plant expansion fee on October
I, 1987. The fee is intended to provide an additional source of moneys for upgrading and expansion of the Metro
WWTP. Sanitaiy Sewer System plant expansion fees generated a total of $ 1,845,420 in revenues in Fiscal Year
2013.

Water and Sewer Billing and Collection Policies

Neiv or transferring account fees are charged to customers (new and existing) who request seivice. Bills aie
mailed to customers on a periodic basis throughout the month and are payable on receipt. Customers receiving both
water and sewer services receive combined bills for these seivices. Water or sewer service accounts that are two
months or more in arrears are terminated for non-payment. Advance notice of 10 days is given prior to such
termination action.

Capital Expenditures

The City has expanded and improved the Systeni with proceeds of revenue bonds and Revenues of the System.
During Fiscal Years 2009 through 2013, the City expended approximately $289,573,933 (unaudited) for System
expansion and improvement, including approximately $71,237,960 (unaudited) expended in Fiscal Year 2013. The
following table shows the amounts expended fiom proceeds of revenue bonds and System Revenues for capital
iniprovements to the System, including cash-funded projects that fall outside the City's Capital Improvements
Prograni, undertaken during Fiscal Years 2009 through 2013.

Capital Improvements Undertaken

Fiscal Year Capital Improvements
Ended June 30 Finmiced with Bond Proceeds

Capital Improvements
Financed iirith Svstem Revenues Total Ca ital Im rovements

2009
2010
2011
2012
20137

TOTAL

'Unaudited.

$31,332,126
22,857,279
79,501,885
73,503,027
71.237 960

$278,432,277

$ 11,141,657
0
0
0
0

$ 11,141,657

$42,473,783
72,857,278
79,501,885
73,503,027
71.237.960

$289,573,933

To take advantage of historically loiv interest rates and to finance capital expansions and improvements
identified in the System's then current Capital Improvenients Program, the City undertook an aggressive program of
annual debt issuances on behalf of the System, beginning in Fiscal Year 2010. Because of the combined effect of (i)
the City having sufficient bond proceeds available to fund annual System expansions and improvements fiom Fiscal
Year 2010 through Fiscal Year 2013 and (ii) the City's preference to spend available bond proceeds for System
expansions and improvements before using cash on hand, the System fund balance was able to grow front
approximately $ 101 million in Fiscal Year 2010 to approximately $ 165 million (unaudited) in Fiscal Year 2013.

Capital Improvements Prograni

Future capital expenditures to expand and improve the System iue managed by the City through a rolling five-
year Capital Improvements Program, which is approved annually by City Council as part of the adoption of the
City's Budget Ordinance. The current Capital Improvements Program covers the Fiscal Years ending June 30, 2014,
through June 30, 2018, and anticipates capital expenditures of approximately $ 100,000,000 per year for each of the
next tive years for total expenditures of approximately $ 500,000,000. Sixty percent of the anticipated capital
expenditures will be devoted to the Sanitary Sewer System and the remaining 40% will be devoted to the
Waterworks System. The expenditures are expected to include engineering, storage tanks, water plant additions,
increased sewer capacity, lines, pump stations, easements and land. In addition, expenditures ivill be targeted to
rectify issues identified in the Consent Decree (as defined below).
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NEW ISSUE

BOOK-ENTRY-ONLY

OFFICIAL STATEMENT
RATINGS;

Moody's: Aal
Standard & Poor's; AA

(sce "RATINGSn)

irr Ihc oPiaioa ofhhaNoi r /are Fitm PM, Co Bored Counsd arsnmirrg on/i curd mary/furr e by tlu City rvir'4 tin Pmrisioas of thc /rrtrnra/ Rnvmre Cork of 1956, as umcaded,

ar dcsm'0 n lanirs intnvst on thr 201 fA Bnnds und th 20118 Borrds i r euthsdahk fmm gmrc inmerrforfederal imnnrc tav purposes rrerkr caisri rg lou c, wpsktinar, mlings ared

jnduial d isioas. /urea»i on t/v 201 1M Bends and Ib 2011B Borscls is eot arr ikrrc of tau pnfcmea in comprrtieg tin a/amati re mirriroum tav on irrdirirhro* arul arponrtiem
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ofgorrtb Comtian, ovept csrun, Inrmfsr arid attainfrarrcbin's»vs,

$100,000&000
CITY OF COLUMBIA, SOUTH CAROLINA

WATERWORKS AND SEWER SYSTEM REVENUE BONDS
SERIES 2011A

$27,2(&5,000
CITY OF COLUMBIA, SOUTH CAROLINA

WATERWORKS AND SEWER SYSTEM REFUNDING REVENUE BONDS
SERIES 2011B

Dated: Dc&iveU Date D e:Feb aml,asshownoninsideco e

I'he Ct& of Colu ha South Ceo&us ( Cty ), ii'atenvork and Sm»sr Sy tom Rmcn e good» Scn . 21B&A ( 201&A Bond.") anrl the CttyWatc ork. and Sc m S/st m
R f 0'R . Bo d,S '0\10("2011BBo ds"),a 'l 1 fully cfvsrcedf a 0 le iss edM&be egbreed rle eofCedea C,as o eeofTle
Depo mq T stComps

&
Ne .Yok Nc &ok(DTC ) to I cbpa&ment ofpn opal, ednnpuonprem m tfany mdmtete rootlte2ltllABoml ndtbe2011BBo d.

be made. Indmdmi p re&me. 0 be meden book-eutq.-only foan, n denom anon» o/53,000 orany ategml lnple the eof. Sn lo gas Cede tv Co,. spa t maim onme f
DTC, stle caste cdo e oftlw2011ABo dsa dtle20llggo da cfec ccslee to&olde. o eFwrercdtnmcmo/2011ABomlsa dtle201&BBo d. ea sCede&Co,
and shall nor mcan the bate/col owners of tie 20&l 1 Bonds and tbc 20110 Bonds. Intece ton tire 2011A gouda aod tie 2011B Bonds sbdl be pa& bl on cack Peb m I 0
3 g st leo e ci gFeb aq 1 2il12 mtlmatu tyo p o ede pto Pi cpdo tie 2ttl&Ago d. mdtle2011BBo ds llbepa&ublemtheyea. mdm o t. slo o

Tl 2011AB d dtl 2011BBo d. b giss 0 de rl a 0 ityofrl Co timdo md&we frleSr re, 0 0 gTrl I,C&spte 17,Cod ofl »s fSoud
Cwolua1976asa c tlerl aud tie Ge col go d Ord a ceNo934 emmedbytbeCa& Counml the goemngbodyof the Ct&(CayCo nml )osltlav21,1993 as m nrled

dsupplm e ted,' 0 gm. ppl e tedpa ti«ulal&bytheEgltl Supple e ta&O d a ceNo 2011-068,e actedbytleCtyCou cern Septa be 211,2011

Tl e 2011A B des be'irsu d fo fop~vms f(0 'mmgandmh 0 g tie Wstenvo k. atd Sewer S&stem of the Ctty ("Sntnn") (Ic,deynn Pmiern);and (a) pa&mg
tl couof aanceoftle2011ABottdoThe2011BBords ebctnga.«i/o th p qormof(i) f dng5303450mo tt d gp nap 1 t o to/theCn&'s5413110000 'go 1

p opsis ou tWate ok a dSe e S&ste Re/u cb SRevenuego ds Sane 20111 md(u) pa&mgtlecotofnmnceoftbe2011B&3onds,

Tl e 2011A Bonds aud tie 20110 Bond:, mcludmg the mtere t thereon, are ps&able solely f'rom the Net IPa en e. of the S&stem and are sec red bye pledge of and hen po
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I 

' Re ns tl eof THERE '\VILL BE NO DEBT SERVICE RESERVE FUND ESTABLISHED FOR OR FUNDED WITH THE PROCEEDS OF THE 20UA
BONDS OR THE 2011B BONDS.

THE 20&IA BONDS WILL BE SUBJECT TO OPTIONAL AND MANDATORY REDEMPTION PRIOR TO MATURITY AS DESCRIBED HEREIN. THE
20118 BONDS ARE HDT SUBJECT TO REDEMPTION PRIOR TO MATURITY.

THE 20&IA BONDS AND THE 2011B BONDS DO HDX CONSTITUTE INDEBTEDNESS OF THE CITY WITHIN THE MEANING OF ANY STATE
CONSTITUTIONAL PROVISION (OTHER THAN ARTICLE X, SECTION 14, PARAGRAPH 10 OP THE SOUTH CAROLINA CONSTITUTION
AUTHORIZING OBLIGATIONS PAYABLE SOLELY FROM SPECIAL SOURCES NOT INVOLVING REVENUES FROM ANY TAX OR LICENSE) OR
STATUTORY LIMITATION. THE 20&IA BONDS AND THE 2011B BONDS SHALL IBLT CONSTITUTE DEBT OF THE CITY, NOR A CHARGE, LIEN OR
ENCUMBRANCE, LEGAL OR EQUITABLE, UPON ANY PROPERTY OF THE CITY OR ON ANY INCOME, RECEIPTS OR REVENUES THEREOF,
OTHER THAN THE NET REVENUES OF THE SYSTEM PLEDGED THERETO. NO RECOURSE SFIALL BE HAD FOR THE PAYMENT OF THE 2011A
BONDS AND THE 2011B BONDS OR THE INTEREST THEREON AGAINST THE GENERAL FUND OF THE CITY AND NEITHER THE CREDIT NOR
THE TAXING POWER OF THE CITY SHALL BE DEEh/ED TO BE PLEDGED THERETO. THE PULL FAITH, CREDIT AND TAXING POWERS OF THE
CITY ARE BKZT FLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE 201&A BONDS OR THE 201&B BONDS.

The 2011ABo dsmd tle 2011B Bo de am offeed le,s. a d f issued md deb eed by tie Cry, subiect to tle fiml appmt'op o so/blcmm law ptmt, P.A,
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tl 2011BBoads.itic pmtcdtl ttle201118 ds dtle201&BBo d dlb d bi fo dl ~ rl gl tl I dn.ofDTC,o bo tD b 5,2011
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&
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MORGAN KEEGAN TERMINUS SECURITIES, LLC
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75-year. useful life. Existing pipes are typically installed in rights-of-way owned by the City, Ricldand or Lexington
County or. the State, with new lines being placed in ezclusive easements. The Cit& owns in Eee simple the land on which
the Columbia Plant and Lake blurmy Plant are located and most of the land on which pump stations and storage tanks
are locatetl.

The City maintains an ongoing program of upgrading, modernization and providing relaabiTitation oE the
Waterworks System, the costs of wluch are paid from System Revemres and from the proceeds of revenue bonds of the
System. See "Capital Expenditures" herein.

Opeeutsoas

The total number of customers of the Waterworks System has Swown by more than 27% over the past ten fiscal
years (Eor wluch information is available). The major. part of the growth has occurred as a result oE new out-of-City
customers being added. Information on revenues is set forth for. both the IVaterxvorks System and Sanitary Sewer
System on a combined basis in "FINANCLWL FACTORS." The table below shows the number of water customers
during the past ten Fiscal Years (for wluch information is available);

~pi: al Yeas

Number of Billed Customers on Waterworks System

Ou -o -( t ~fo al

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

SPeei el Costleads

32,167
34,178
34,897
35,43G
36,943
37,396
38,442
39 3o's

39,799
39,671

72,589
74,496
78,002
79,375
83,450
86,784
88,755
92,897
93,850
94,803

105,756
108,674
112,899
114,811
120,394
124,180
127,196
132,229
133,649
134,474

The City has entered into contracts with Fort Jackson and the Town of Chapin ("Chopin") to provide water service.
Tbe contmct with Fort Jackson, wluch was entered into as of March 25, 1987, provides that the City will be paid at rates
subject to renegotiation upon tire request of either party with reasonable cause. A 1G% rate increase went into effect for
water, service provided to Fort Jackson on January I, 1994. A 16% rate increase went into effect Eor water service
provided to Fort Jackson in July 2003. The City is presently negotiating a rate increase for water, service provided to Fort
Jackson.

The City's contract with Chapin, which was entered into on June 29, 1988, provided for the acquisition of the entire
water system of Chapin and provided for the City to enjoy the exclusive right to furnish water to Chapin for a period of
30 years. Chapin customers are charged the normal out-of-Citl rates.

Ilxatenooel:s System Rates

Information on rates and fees of the 'iVaterrvorks System is set Eorth in "-Water and Sewer Rates and Fees" herein.

Federal ared State Restsri ressaoets

The City currently holds a license Erom the South Carolura Department of Health and Environmental Control
("DHEC") to operate a water treatment and distribution system. The Watenvorks System currently meets all federal and
State requirements regarding water quality. See "Environmental blatters — Geaesal."

Sanitary Sewer System

The City's Sanitary Sewer System consists of over 1,100 miles oE sewer lines ranging in diameter from 4 inches to GO

inches, approzimately 70 sewage lift stations and a central treatment Eacilit& known as the kletropolitan Wastewater
Treatment Plant ("Kletro WWTP"). The Iletro 'iVsVTP, a biological ozidation extended aeration treatment Eacility

located on the Congaree River three miles south of the City, was originally constructed in 1970 and expanded in 1982 to
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40 KIGD and again in 1998 to 60 11IGD. Cunently the average daily flow to the ibletro 'ÃRVTP is about 40 RIGD.
Approximately five percent of the flosv to the ibletro 'iVWTP is industrial. The City expects that the ibletro LVWTP, as
expanded and upgraded, will be aderynate to provide sewage treatment Eor the Sanitary Sewer System through the year
2015.

The City owns all of the sewer. lines, lift stations and treatment facilities oE the Sanitar1 Sewer System. The sewer
lines are expected to have at least a 50-75 year useful life, with proper. maintenance. The sewage lift stations are
condnualll being rehabilitated and most stations are expected to have a useful liEe of at least 15 years at construction or
after. rehabilitation is completed. Existing sewer lines are typically installed in rights-of-svay owned by the City, Ricldand
or Lexington County or the State, with new lines being placed in exclusive easements when possible. The City owns in
Eee simple the land on which the Isfetro WWTP and all sewage lift stations are located.

The City maintains an ongoing program oE upgrading, rehabilitating, and modernization of the Sanitary Sewer
System, the costs oE which are paid fiom System Revenues and from the proceeds of revenue bonds of the System. See
"Capital Expenditures" herein.

Opemtr'orts

The total number. oE customers of the Sanitary Sewer System has grown by more than 19% over the past ten fiscal
years (for which information is available). The major part of tbe growth has occurred as a result of new out-of-City
customers being added. Information on reveiuies is set forth For both the Sanitary Sewer System and the Watenvorks
System on a combined basis in "FINANCIAL FACTORS." The table below shows the number. of customers of the
Sanitm1'ewer System over, the past ten Fiscal Years (Eor. wluch information is avai1able).

Number of Billed Customers on Sanitary Server System

n -o -c"

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

28,624
29,230
29,744
3Q 235
31,114
31,110
31,820
32,280
32 5Q3

32,500

29,241
29,829
30,817
31,188
32,137
32 932
34,028
35,506
36,004
36,722

57,868
59,059
60,561
61,423
63,253
64,042
65,848
67,786
68,507
69,222

Special Carr tracts

The City entered into a contract with the City of West Columbia in 1975 and with Fort Jackson in 1967. The parties
agreed to contribute financially to the constniction, operation, maintenance, supenision and repair of certain
components of the Sanitary Sewer System. The City assumed responsibility Eor the operation oE these components, in
return Eor wluch the City is paid a base inonthly charge plus various other. charges based on gallons of sewage
discharged.

Saaitafl Seioee Sjstem Rates

Information on rates and fees of the Sanitar3 Sewer. System is set forth in '%Vates and Sewer. Rates and Fees" herein.
The most recent rate increase became effective July 1, 2011.

Federal card Star'e Rerpri reraesa's

The Sanitary Sewer. System currenth'olds a license from DHEC to operate a sewage treatment system. The
Sanitarl'ewer System currently meets all Eederal and State reStdrements in regard to sewage treatment. See
"Environmental Irfatters — Geaeml"
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