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SECTION 1
Introduction

This fairness opinion is rendered on behalf of the Village of Glenview. It considers the
Village’s sale investigation and activities, which have been performed and provides an
opinion of the purchase price to assure that the divestiture is reasonable and within
market norms. A fairness opinion is not an appraisal. Rather, the opinion report
provides information to the decision makers that can be reviewed and considered.

A fairness opinion is a professional evaluation by a qualified third party (not a party to the
transaction) as to whether the purchase price of an acquisition are fair.

The Village has requested Hartman Consultants, LLLC (HC) opinion as to the fairness,
from a market purchase price indicator and from an industry norm terms and conditions
standpoint, concerning the Village of Glenview’s sale of the North Maine Utilities (NMU)
water and wastewater systems to Aqua Illinois, Inc. In arriving at HC’s opinion, we have
reviewed the (1) Village’s RFP issued 10/31/2013, (2) the responses to the RFP, (3) the
financial consulting firm of Raftelis and Associates, Inc. December 18, 2013 report to the
Village; (4) the ICC information provided, (5) the non-binding submittals and ranking
process, (6) the information provided by each proposing utility company, (7) the
interviews of each company on January 21, 2014, (8) the terms and conditions desired by
the Village, (9) the three (3) offers by the companies on January 28, 2014, (10) the staff
and consultants ranking of the bidders dated January 31, 2014, (11) the Trustees
deliberation and direction to negotiate an APA and WSA with the top ranked firm to be
considered at a later date by the Trustees, (12) the negotiations with Aqua Illinois, Inc. on
the APA and WSA through March 25 2014, (13) review of the APA and WSA through
March 25, 2014, (14) the publically available business information concerning Aqua
America, Inc. and their operations and capabilities and track record with the IEPA,
IDNR and ICC, (15) compared the terms and conditions with other recent transactions,
(16) and performed such studies and analysis while considering other information as we
deemed appropriate for the purposes of this opinion.

We have held discussions with certain members of management of Aqua Illinois, Inc.
with respect to certain aspects of the transaction and the past, current and proposed
business operations intended for the NMU systems and customers.

In giving our opinion, we have relied upon and assumed the accuracy and completeness
of all information furnished, available publically and/or discussed with Aqua Illinois, Inc.

We have not conducted or been provided with any valuation or appraisal of any assets or
liabilities, nor have we independently performed such activities. We express no view as to
forecasts or other forward estimating analysis. We have assumed that the representations
are valid for this “as-is and where-is” type transaction. We do not express any tax, legal
or regulatory opinions.
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We have acted as a transaction advising consultant to the Village of Glenview with
respect to the proposed transaction for an houtly fee or fix fees for various tasks and do
not have a financial interest in the property transacted, nor a contingent fee or percent of
the transaction only payable at closing. HC was retained by the Village January 13, 2014
and is given tasks on an as-needed basis by the Village associated with this transaction.
HC does not have a continuing professional services agreement with the Village.

This report is provided to the Trustees of the Village of Glenview, Illinois in connection
with and for the purposes of the Trustees evaluation of the transaction. This opinion
does not constitute a recommendation to any Trustee as to how such Trustee should vote
with respect to the transaction or any other matter. This opinion may be disclosed by the
Trustees to any third party or entity which the Trustees believe such disclosure is
appropriate.
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SECTION 2
NMU- EQUIVALENT RESIDENTIAL CONNECTION ANALYSIS

In order to ascertain comparability for the size of the customer base, the water industry
typically turns to both the American Water Works Association (AWWA) meter
equivalency table and the customer bill usage or flow norms for the single family
residential customer connection (typically 5/8” by 3/4” meter). The AWWA meter
equivalency table is shown as Table 2-1. The water meters within the NMU water system
are shown on Table 2-2. The water meters which have NMU sewer service are shown on
Table 2-3. Applying the AWWA meter equivalency standards to each table results in
Tables 2-4 and 2-5.

We conclude by the AWWA meter equivalency test that the NMU system has:

1. Water: 4,724 Meters and 8,310 ERC’s
2. Sewer: 2,494 Services and 3,658 ERC’s

The second ERC estimate is based on flow. We pull from the billing records the
revenues of the system and the average residential use for a 5/8” by 3/4” meter. Table
2-6 and 2-7 accomplish this for water and wastewater. The result is that the typical
annual average water bill for the typical equivalent residential connection (ERC).

The five (5) year average for water ERC’s is 10,948 (See Table 2-6).

The five (5) year average for sewer ERC’s is 3,872 (See Table 2-7).
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TABLE 2-1

Water Meter Equivalency Table

Meter Size ERC’s (1)
5/8x3/4” 1.0
3/4" 1.5
17 2.5
1.5” 5.0
27 8.0
37 16.0
47 25.0
6” 50.0

(1) AWWA Equivalency Table
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TABLE 2-2
NMU Water Connection by Meter Size
Meter Size Number of Connections (1)
5/8x3/4" 3,489
3/4”7 393
17 516
1.5” 123
27 135
3” 56
4” 10
6” 2
Totals: 4,724

(1) REP-p.A-02
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TABLE 2-3

NMU Sewer Connections by Water Meter Size

Connection (1)

Meter Size
5/8x3/4" 1,975
3/4” 196
17 241
1.5” 38
27 20
3” 21
4 2
6” 1
Totals: 2,494

(1) RFP page A-02
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TABLE 2-4
NMU Water ERC’s based upon AWWA Equivalency
Meter Size Connections Factor ERC’s
5/8x3/4" 3,489 1.0 3,489
3/4” 393 1.5 590
17 516 2.5 1,290
1.5” 123 5.0 615
27 135 8.0 1,080
3” 56 16.0 896
47 10 25.0 250
6” 2 50.0 100
Total 8,310
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TABLE 2-5
NMU Sewer ERC’s based upon AWWA Equivalency
Meter Size Connections Factor ERC’s
5/8x3/4" 1,975 1.0 1,975
3/4” 196 1.5 294
1” 241 2.5 603
1.5” 38 5.0 190
27 20 8.0 160
3” 21 16.0 336
47 2 25.0 50
6” 1 50.0 50
Total 3,658
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TABLE 2-6

NMU Water Use/Billing Equivalencies for the NMU System

Year NMU Use NMU Water Revenue NMU Water
(Annual MG) x 1,000 ERC’s @ 6,000

gal/mo
2013 767,340,000 $8,069,858 10,658
2012 739,091,000 $7,667,560 10,265
2011 790,168,000 $7,559,820 10,975
2010 810,731,000 $6,962,363 11,260
2009 834,044,000 $6,694,193 11,584
Average 10,948
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NMU Water Use for Water and Sewer Customers for NMU System

Year

2013
2012
2011
2010
2009

Water Used by NMU Sewer NMU Sewer ERC’s
Sewer Customers  Annual Revenue ($ @ 6,000 gal/mo.
(MG per year) x 1,000)
271,035,000 $456,148 3,764
277,523,000 $402,187 3,854
276,856,000 $451,682 3,854
280,412,000 $414,762 3,891
288,412,000 $401,771 4,005
Average 3,872
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For 6,000 gallons per month per ERC using 2013 rates and charges for:
Water $63.46 per month

Sewer $8.74 per month

The 12/31/2013 annual NMU sales from service revenue was:

Water $8,069,858

Sewer $456,148

Dividing the NMU 2013 annual revenue from sales by the typical SFC annual bill results

n:

Water 10,597 ERC’s

Wastewater 4,349 ERC’s

In summary we create the following Table 2-8 with the results
TABLE 2-8

Summary of ERC Analysis for NMU

Number of ERC’s
System AWWA Flow Bill
Water 8,310 10,948 10,597
Wastewater 3,658 3,872 4.349
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SECTION 3
NMU- ERC Price Analysis

This section considers recent transactions and develops a price per ERC for those
transactions.

The NMU system has no water treatment plant and no wastewater treatment plant.
There are approximately 4,724 water meters and 2,494 wastewater connections. The
purpose of this market comparison is to examine the history of water and wastewater
utility acquisitions and analyze the conditions under which the systems were acquired, in
an effort to arrive at price per ERC for the NMU system. The selected transactions of
utility systems are compared using quantitative values of connections, which is a common
criteria. Our research and experience was used in order to gather relevant information
regarding similar acquisitions from comparable locations. The potential list of utility sales
is narrowed down to those that are considered for NMU. In order to compare the

different transactions, a variety of factors and adjustments were made.

There are many factors involved in the agreement of an acquisition price for a utility
system. These factors create both similarities and differences between the transactions
resulting in the formation of a well-mixed market of utility sales. The following is a

discussion of several important factors that impact the acquisition price of utility systems.

Utility systems vary considerably in their sizes, treatment capacities, physical condition
(which is sometimes an indicator of age or level of maintenance provided), as well as the
number and types of customers. All of the above are components that form the utility’s
assets to be transferred. It is common that knowledgeable buyers of utility systems look
closely into these components prior to agreeing upon a purchase price. The following

areas regarding system assets are often considered in an evaluation:
g g Sy

a. Type of service provided (water only, wastewater only, and both water and
wastewater components).- Approximately 50% water and wastewater and

approximately 50% water only services.

b. Extent and physical characteristics of the utility systems and aggregate

effective age of the system. — See Section 4.
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