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September 15, 2014 
 
 
Joe A. Conner, Esq. 
Baker Donelson Bearman Caldwell & Berkowitz 
1800 Republic Centre 
633 Chestnut Street 
Chattanooga, Tennessee 37450-1800 
 
Dear Mr. Conner: 
 
At your request, we prepared a summary appraisal report, subject to stated limitations, related to the water 
treatment plant located in Town of Hingham, Massachusetts (“Hingham”).1   
 
We understand that Aquarion Water Capital of Massachusetts, Inc. (“AWCAP”), a wholly owned 
subsidiary of Aquarion Water Company (“Aquarion”), owns the water treatment plant located at 900 
Main Street in Hingham.  
 
We understand that you (“legal counsel”) represent Aquarion Water Company of Massachusetts, Inc. 
(“AWCMA”) and AWCAP in a dispute with Hingham (“the dispute”) over the acquisition of the water 
treatment plant in conjunction with the possible purchase of the balance of the Hingham water system 
pursuant to the pricing formula under the 1879 Charter.2 We also prepared, at your request, a report 
reflecting the formula price analysis of the Hingham water system corporate property according to the 
pricing formula in the 1879 Charter. 
 
 
OBJECTIVE AND PURPOSE OF THE ANALYSIS 
The objective of this analysis is to estimate the market value of the water treatment plant located at 900 
Main Street in Hingham (the “subject property” or the “facility”). As further described below, the subject 
property includes only the improvements (and not the site) related to the Hingham water treatment plant. 
Our market value analysis concludes a fee simple interest level of ownership in the subject property.3  
 

                                                      
1 We originally issued our water treatment plant appraisal report on June 29, 2012. We updated that water treatment 
plant appraisal report on September 12, 2014. This report corrects and replaces the September 12, 2014 water 
treatment plant appraisal report. The corrections do not change our September 12, 2014 appraisal report water 
treatment plant market value opinion.    
2 The dispute is styled as Town of Hingham v. Aquarion Water Company of Massachusetts, Inc., et. al. SUCV2013-
03159-BLS2. 
3 A fee simple interest is defined as absolute ownership unencumbered by any other interest or estate, subject to the 
limitations imposed by the governmental powers of taxation, eminent domain, police power, and escheat. 
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For the purpose of this analysis, we adopted the following definition of market value, which is presented 
in The Dictionary of Real Estate Appraisal: The most probable price that the specified property interest 
should sell for in a competitive market after a reasonable exposure time, as of a specified date, in cash, or 
in terms equivalent to cash, under all conditions requisite to a fair sale, with the buyer and seller each 
acting prudently, knowledgeably, for self-interest, and assuming that neither is under duress.4 
 
Our market value analysis is based on our conclusion that the highest and best use of the subject property 
is its current use (as a water treatment plant) in continuing operations. In other words, in our opinion, the 
highest and best use of the subject property is to continue operating as a water treatment facility. 
 
Highest and best use is defined as follows: The reasonably probable and legal use of vacant land or an 
improved property that is physically possible, appropriately supported, financially feasible, and that 
results in the highest value.5  
 
We performed our market value analysis as of June 30, 2014 (the “valuation date”). 
 
The purpose of our analysis is to provide an independent opinion to the finder of fact in the dispute. No 
other purpose is intended or should be inferred. 
 
 
SCOPE OF WORK 
The following listing of procedures summarizes the scope of the work we conducted to develop this 
appraisal report: 
 

• We discussed the facility lease operations with AWCMA management6 

• We analyzed relevant corporate and financial documents provided to us by AWCMA 
management 

• We relied on the water treatment plant valuation analysis performed by Hatch Mott MacDonald 

• We researched relevant capital market data to use in our analysis 

• We applied generally accepted real estate appraisal approaches in our analysis of the subject 
property  

• We concluded an estimate of market value for the subject property and prepared this appraisal 
report 

 
A description of additional scope of work items and a discussion of these items are presented in various 
sections of this appraisal report. 
 
 

                                                      
4 The Dictionary of Real Estate Appraisal, 5th ed. (Chicago: Appraisal Institute, 2010). 
5 Ibid. 
6 Unless specified otherwise, AWCMA management means Aquarion executive Troy Dixon, the director of rates 
and regulation, and Aquarion personnel working under the supervision of Mr. Dixon. 



Joe A. Conner, Esq. 
September 15, 2014 
Page 3  
 
 

 

SOURCES OF INFORMATION 
During the course of this assignment, we received and analyzed several documents, including the 
following: 
 

• Facility lease agreement between Massachusetts Capital Resources Company and Massachusetts-
American Water Company, dated July 1, 1995 ( the “facility lease agreement”)—provided in 
Appendix B 

• Various pages of the amended and restated facility lease agreement dated October 1, 2012—
provided in Appendix B 

• Ground lease agreement between Massachusetts-American Water Company, as landlord, and 
Massachusetts Capital Resources Company, as tenant, dated July 1, 1995—provided in Appendix 
B 

• Hatch Mott MacDonald document entitled the Hingham Water Treatment Plant Valuation, as of 
June 2014—provided in Appendix C   

• Massachusetts Industrial Finance Agency, Water Treatment Revenue Bonds, Massachusetts-
American Hingham Project, Series 1995, dated July 26, 1995  

• The Real Estate Research Corporation (RERC), Real Estate Report, Spring 2014, Volume 43, 
Number 1—selected pages are provided in Appendix D 

• Lease payment schedule provided by AWCMA management—provided in Appendix E 

 
During the course of our analysis, we discussed the water treatment facility lease payment schedule with 
AWCMA management.  
 
 
WATER TREATMENT PLANT DESCRIPTION 
AWCAP, the facility owner, is a wholly owned subsidiary of Aquarion. AWCAP, formerly 
Massachusetts Capital Resources Company (MCRC), was formed in 1995 for the sole purpose of 
acquiring, financing, constructing, and leasing the subject water treatment plant in Hingham, 
Massachusetts.  
 
AWCAP does not have material assets or revenue other than the water treatment plant and the related-
party lease income derived from that facility. Additionally, AWCAP has no employees. 
 
Massachusetts-American Water Company (MAWC)—the predecessor organization to AWCMA—began 
construction of the water treatment plant in 1994. The subject property was placed in service by MAWC 
in 1996. 
 
The cost of acquiring, constructing, equipping, and installing the facility was primarily provided by funds 
generated from the sale of water treatment revenue bonds. The bond sale was accomplished through a 
Series 1995 bond offering.  
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The principal amount of the bond offering was $37,700,000. The bonds were issued by the Massachusetts 
Industrial Finance Agency pursuant to a Loan and Trust Agreement dated as of July 1, 1995 (“Water 
Revenue Bonds”). 
 
The subject property is commonly referred to as the Hingham Water Treatment Plant. The facility is a 7.0 
million gallon per day capacity water treatment facility located off of Main Street in Hingham. The 
subject property is located on a 46.1 acre site. The 46.1 acre site is subject to a ground lease. We were 
instructed by legal counsel not to value the ground lease or the fee simple interest of the 46.1 acre site.  
 
The purpose of the facility is to treat water collected from surface water and wells in response to the 
Environmental Protection Agency (EPA) surface water treatment rule. The treatment processes are 
contained within a single structure with a footprint of approximately 240 by 140 feet. The total interior 
space of the facility is approximately 75,000 square feet. 
 
The improvements at the subject property include a multiple level structure containing different treatment 
processes. The treatment processes consist of oxidation, mixing, clarification, and filtration.  
 
The subject property filtration process residuals are processed in the same building, through thickening 
and centrifuge dewatering. A photograph of the facility is provided below. 
 

 
 
 
A more detailed description of the facility is presented in Appendix C, the Hatch Mott MacDonald 
document entitled the Hingham Water Treatment Plant Valuation, as of June 2014.  
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FACILITY LEASE AGREEMENT 
MCRC entered into a facility lease agreement (the “Agreement”) with MAWC in July 1995. The 
Agreement was effective as of July 1, 1995. Because Aquarion acquired MAWC and MCRC in 2002, the 
Agreement is now between AWCAP and AWCMA.  
 
The Agreement is by and between AWCAP (the “Lessor”) and AWCMA (the “Lessee”). The Agreement 
is provided in Appendix B, along with the fourth amendment to the Agreement. 
 
The term of the Agreement began on July 1, 1995. Unless terminated as provided in the Agreement, the 
Agreement expires in 40 years and 6 months after the commencement date. According to AWCMA 
management, the Agreement will expire on December 31, 2035. 
 
According to the Agreement, AWCMA pays AWCAP basic rent that consists of three major components: 
(1) the fixed basic rent, (2) the base percentage rent component, and (3) the adjustment factor component. 
For the purposes of our analysis, we will refer to the second two components as one component—that is, 
the “percentage rent component.” 
 
The fixed basic rental component provides revenue sufficient to allow the AWCAP to (1) meet its 
financing obligations and (2) provide a limited return on the investment in the facility. The fixed basic 
rental component is comprised of two parts: (1) the debt service-related fixed basic rent component and 
(2) the additional fixed basic rent non-debt service component.  
 
The percentage rent component is a variable component that provides AWCAP with incremental revenue 
constituting a return on investment. The percentage rent component is based on a defined rate schedule 
applied to the amount of water treated by the plant each month in excess of 30 million gallons.  
 
The annual rental income earned by AWCAP under this operating lease was approximately $3,307,000 
and $2,668,000 for 2012 and 2013, respectively. 
 
As mentioned above, AWCAP (originally entered into by MCRC) also has a ground lease with AWCMA 
(originally entered into by MAWC) for the land (i.e., the site) that the water treatment plant is located on. 
That site is approximately 46.1 acres. Rental income under the ground lease totals less than one dollar 
during the term of the Agreement. Upon termination of the Agreement, rental income under the ground 
lease will be established based on the fair market value of the subject property. This analysis does not 
include any consideration of the site or the ground lease. 
 
 
ANALYSIS WORK PRODUCT 
In our market value analysis of the subject property, we considered all generally accepted real estate 
appraisal approaches. Appraisers typically use one or more of the three generally accepted approaches to 
value real estate interests.  
 
While the specific titles of these three real estate appraisal approaches may vary, the generally accepted 
names are as follows: 
 

1. The cost approach 

2. The sales comparison approach 
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3. The income approach 

 
 
Cost Approach 
The cost approach is based on the principle that a willing buyer would pay no more for a subject property 
than the cost to produce a substitute property with equivalent utility. This appraisal approach is 
particularly applicable when (1) the subject property includes relatively new improvements, (2) the 
improvements represent the highest and best use of the property as improved, (3) the site includes 
relatively unique or special purpose improvements, and (4) there are few sales or leases of comparable 
properties. 
 
In the cost approach, the appraiser estimates the current cost of all improvements and then depreciates the 
current cost estimate to reflect any value loss from physical, functional, and external causes. The value of 
the site (as if vacant and improved) is added to the depreciated current cost of the improvements in order 
to conclude the value of a subject property. This analysis does not include the value of the subject site. 
 
 
Sales Comparison Approach 
The sales comparison approach relies on an analysis of the sales of comparable properties. The 
comparable property sale prices may be adjusted for differences between the subject property and the 
comparable property. The real estate value is typically concluded using a unit of comparison such as price 
per square foot, effective gross income multiplier, or net income multiplier. Adjustments are often applied 
to the units of comparison based on an analysis of the comparable sales, and the adjusted unit of 
comparison is then used to derive a value for the subject property. 
 
The reliability of this real estate appraisal approach depends on (1) the availability of comparable sales 
data, (2) the verification of the sales data, (3) the degree of comparability of the subject property to 
comparable properties, and (4) the absence of nontypical conditions affecting the comparable sales price. 
 
 
Income Approach 
The first procedure in applying the income approach is to determine the income-producing capacity of the 
subject property. The income-producing capacity can be determined (1) by considering contract rents on 
leases in place or (2) by estimating market rent from rental activity at competing properties. Deductions 
from gross rental income may then be made for expected vacancy and collection loss and operating 
expenses. 
 
The yield capitalization (or discounted cash flow) method is an income approach method using a multiple 
period cash flow projection. In this method of capitalizing future income to a present value, periodic cash 
flow and a reversion value (if any) are estimated and discounted to a present value. The present value 
discount rate is determined by analyzing current investor yield requirements for similar investments. 
 
 
THE WATER TREATMENT PLANT MARKET VALUE ANALYSIS 
After considering each of the three generally accepted real estate appraisal approaches, we concluded that 
the cost approach is the most appropriate approach for our analysis. 
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We concluded that the cost approach is the most appropriate approach for the subject appraisal because: 
 

1. the subject property is a special purpose property; 

2. the subject property is a relatively new property; 

3. the subject property is the type of property that is typically owner-occupied property, that is, 
it is not the type of property that is frequently leased from a lessor to a lessee; 

4. the Agreement (as defined above) is a related party transaction—that is, a lease between 
affiliated entities; therefore, the terms of the Agreement many not represent market rental 
rates; and 

5. we could not identify any recent sales of sufficiently comparable facilities. 

 
In our opinion, the value of the subject property is most reasonably estimated through the application of 
the cost approach. 
 
We were provided with a schedule of the subject property lease payment projections from AWCMA 
management. The lease payment schedule is provided in Appendix E. The lease payment schedule was 
prepared according to the Agreement and, specifically, according to the amendment and restatement of the  
Agreement, as of October 1, 2012.  
 
Because we were provided with the above-mentioned lease schedule, we were able to calculate a value 
indication of the subject property using the income approach and the discounted cash flow (yield 
capitalization) method. 
 
As mentioned above, the Agreement represents a transaction between related entities. Therefore, the terms 
of the Agreement may not represent current market rental rates for the subject property improvements. 
Accordingly, the use of the yield capitalization method based on the lease schedule will indicate a leased 
fee value for the subject improvements. However, that leased fee value analysis may not indicate a market 
value for the subject improvements.  
 
We did not rely on the sales comparison approach. This was because we did not identify any recent sales 
of sufficiently comparable properties.  
 
 
Replacement Cost New less Depreciation Method 
For our cost approach analysis, we relied on the Hatch Mott Macdonald (“Hatch Mott”) replacement cost 
new less depreciation (RCNLD) analysis. A copy of the Hatch Mott RCNLD analysis report is included in 
Appendix C. 
 
According to Hatch Mott, the RCNLD of the subject property improvements was $64.2 million, as of 
June 2014.  
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Discounted Cash Flow (Yield Capitalization) Method 
The discounted cash flow (yield capitalization) method is implemented in three procedures. First, 
projections of rental income—typically for five years or more (the “discrete projection period”)—are 
discounted to a present value using a present value discount rate.  
 
Second, a reversion value is estimated—that is, if the rental income cash flow is anticipated to continue 
past the discrete projection period. This reversion value estimate is also discounted to a present value.  
 
And, finally, the summation of the discrete projection period present value indications is added to the 
present value of the reversion.  
 
For the rental income cash flow projection, we relied on the lease payment schedule prepared by 
AWCMA management.  
 
This lease payment schedule is provided in Appendix E, and is summarized in Exhibit 2 of this report. As 
mentioned above, the lease payment consists of three components: (1) the fixed basic rent, (2) the base 
percentage rent component, and (3) the adjustment factor component.  
 
As mentioned above, the fixed basic rent component is comprised of a fixed amount related to the 
servicing of the water revenue bonds. This fixed part is $1.7 million a year.  
 
The base percentage rent component provides AWCAP with a means to earn a fair rate of return on its 
plant assets, that is, the subject property. The percentage rent component is calculated by multiplying the 
difference of the actual amount of water treatment minus 30 million gallons a month. For example, in 
2013 the water treatment volume was 1.185 billion gallons.  
 
Therefore, the percentage rent component is calculated—in the lease payment schedule—as 1,185.169 
million gallons minus the 30 x 12 = 360 million gallon requirement, resulting in a 825.169 million gallon 
figure. That 825.169 million gallon figure is then multiplied by the variable percent rent rate. For years 
2014 onward, the annual production was estimated based on the average production for years 2009 
through 2013, or 1.162 billion gallons per year. 
 
The next procedure is to apply the variable percentage rent rate. The percentage rent rate increases each 
year. The variable percentage rent rates are provided in schedule III of the fourth amendment to the 
Agreement.  
 
For example, in 2014, the base percentage rent component is calculated as follows: 801.954 million 
gallons multiplied by $1.1821 = $947,990. 
 
The next component is the adjustment factor component. If the actual water treatment usage falls below 
planned water treatment usage levels, then the rent is increased by the adjustment factor component. This 
adjustment is made every five years.  
 
The lease payment schedule is presented in Exhibit 2. The schedule lists the lease payments to be paid to 
AWCAP by AWCMA for the Agreement remaining term ended December 31, 2035. The next procedure 
is to apply a present value discount rate to the total lease payment cash flow. 
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Present Value Discount Rate 

We considered the real estate investor survey as listed in Exhibit 3 of Appendix A. The real estate investor 
survey from RERC indicated a range of yield capitalization rates or present value discount rates of 7.4 
percent to 7.9 percent for industrial properties. These interest rates of return (or yield capitalization rates) 
were published by RERC in its Real Estate Report for Spring 2014.   
 
The RERC report provided real estate yield capitalization rates—that is, present value discount rates—by 
various geographic categories. In our income approach analysis, we considered the published yield 
capitalization rates for (1) the Boston, Massachusetts, real estate market; (2) the east region; and (3) the 
total United States market. 
 
The average real estate rates of return over the period were 7.7 percent for each of the three regions. 
Based on the real estate rate of return indications of 7.7 percent, we selected a present value discount rate 
of 8 percent. 
 
 
Discounted Cash Flow Method Value Indication 
On Exhibit 2, we applied the present value discount rate to the rental income cash flow projections for 
each year of the discrete period. We arrived at the total present value of the discrete period of $33.1 
million. To that discrete projection period estimate, we added a reversionary value.  
 
To estimate the reversionary value, we relied on the subject property $64.2 million RCNLD value 
estimate. We decreased the RCNLD current value indication of $64.2 million by a 25 percent depreciation 
percentage in order to estimate a reversionary value. This 25 percent depreciation adjustment estimate 
was provided to us by Hatch Mott.  
 
By applying the 25 percent depreciation estimate, the assumption is that the reversion value of the water 
treatment plant will be 75 percent of current RCNLD at the end of the lease period. Therefore, we 
multiplied the $64.2 million RCNLD by 75 percent and rounded to arrive at a reversionary value estimate 
of $48.0 million.  
 
We then discounted the $48.0 million reversionary value estimate at the end of the lease period by the 
present value discount rate of 8 percent to arrive at $9.5 million value component, as of June 30, 2014.  
 
Finally, we added the present value of (1) the discrete projection period value of $33.1 million and (2) the 
reversionary value of $9.5 million, to arrive at (3) the market value of the water treatment plant 
improvements of $43.0 million.  
 
 
SUMMARY AND CONCLUSION  
On Exhibit 1 of Appendix A, we present our market value estimate of the Hingham water treatment plant 
improvements as of June 30, 2014.  
 
In order to arrive at our market value conclusion for the subject property, we performed the following two 
procedures. First, we weighted our market value estimates related to the subject property improvements. 
That is, we applied valuation emphasis to (1) the cost approach, and the RCNLD method, and (2) the 
income approach, and the discounted cash flow (yield capitalization) method.  
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We concluded that the cost approach is the most appropriate approach for the subject appraisal because: 
 

1. the subject property is a special purpose property; 

2. the subject property is a relatively new property; 

3. the subject property is the type of property that is typically owner-occupied property, that is, 
it is not the type of property that is frequently leased from a lessor to a lessee; 

4. the Agreement (as defined above) is a related party transaction—that is, a lease between 
affiliated entities; therefore, the terms of the Agreement many not represent market rental 
rates; and 

5. we could not identify any recent sales of sufficiently comparable facilities. 

 
As shown on Exhibit 1, the RCNLD method value indication for the subject property improvements was 
$64.2 million as of June 2014. We multiplied the RCNLD value indication by 90 percent to arrive at a 
$57.8 million weighted value. Continuing the first procedure, we then selected a 10 percent emphasis to 
the income approach discounted cash flow (yield capitalization) method. 
 
We multiplied the $43.0 million income approach value indication estimate by 10 percent to arrive at $4.3 
million for the subject property. 
 
For the second procedure, we added the two weighted value indications. This calculation was performed 
as follows: (1) we added $57.8 million based on the RCNLD method to (2) $4.3 million based on the 
discounted cash flow method to arrive at (3) an indicated value of the subject property improvements of 
$62.1 million.  
 
Therefore, as of June 30, 2014, we estimated the market value of the water treatment plant improvements 
to be $62.1 million. This market value estimate does not include the AWCAP ground lease (or the fee 
simple interest) for the 46.1 acre site. 
 
Based on our analysis, the market value of the Hingham water treatment plant, specifically the subject 
property improvements, as of June 30, 2014, is (rounded): 

 
$62,100,000. 7 

 
 
LIMITATIONS OF OUR CONCLUSION 
During our analysis, we were provided with an appraisal of the subject real property improvements at the 
water treatment plant. The appraisal of the subject real property improvements was performed by Hatch 
Mott MacDonald. We relied on these data and information as fairly presenting the RCNLD of the water 
treatment plant improvements. We have not independently verified the Hatch Mott MacDonald appraisal 
of the subject real property improvements. Therefore, we express no opinion or other form of assurance 
regarding the RCNLD analysis. 
 
                                                      
7 We reserve the right to amend our opinion if and when new data become available. We note that the $62,100,000 
subject property market value estimate is subject to the stated limitations.  
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We calculated the market value of the subject property based on all of the information that was made 
available to us. If additional information becomes available to us, we reserve the right to amend this 
analysis and our value conclusion.  
 
During this assignment, we were provided with unaudited financial and operational data with respect to 
the subject property. We accepted these data without independent verification or confirmation. 
 
We are independent of Aquarion (and its subsidiaries) and all other parties associated with the dispute. 
We have no current or prospective financial interest in the subject property. Our fee for this analysis was 
in no way influenced by the results of our appraisal. 
 
The appraisal certification, the statement of assumptions and limiting conditions, and professional 
qualifications of the principal appraiser are components of this report. 
 
Very truly yours, 
 
WILLAMETTE MANAGEMENT ASSOCIATES 
 
 

 
 
Robert F. Reilly 
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APPENDIX A – EXHIBITS 
 
 



Valuation Valuation Value
Indication Emphasis Conclusion

Water Treatment Plant Improvements, Valuation Approaches and Methods ($000) (%) ($000)

Cost Approach - Replacement Cost New Less Depreciation (RCNLD) Method [a] 64,235              90 57,812               

Income Approach - Discounted Cash Flow (Yield Capitalization) Method [b] 43,000              10 4,300                 

Market Value of the Water Treatment Plant Improvements 62,112$             

Market Value of the Water Treatment Plant Improvements (rounded) 62,100$             

Footnotes:
[a] See Hingham Water Treatment Plant Valuation, Hatch Mott Macdonald as of June 2014.
[b] See Exhibit 2.

Sources: As indicated.

AQUARION WATER COMPANY - HINGHAM WATER SYSTEM
EXHIBIT 1

WATER TREATMENT PLANT MARKET VALUE ANALYSIS 
AS OF JUNE 30, 2014
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EXHIBIT 2
AQUARION WATER COMPANY - HINGHAM WATER SYSTEM

WATER TREATMENT PLANT IMPROVEMENTS
INCOME APPROACH - DISCOUNTED CASH FLOW (YIELD CAPITALIZATION) METHOD

AS OF JUNE 30, 2014

Present
Lease Payment Schedule For the Remaining Term of the Facility Lease Agreement [a] Time Value Factor

Period Based on a Present Value
Total Lease Measured in 8.0% of Discrete

Year Ended Fixed Basic Rent Base Percentage Adjustment Factor Payment Cash Years from Present Value Period Lease
December 31, Component Rent Component Component Flow June 30, 2014 Discount Rate [c] Cash Flow

($000) ($000) ($000) ($000) (x) ($000)

A B C A+B+C = D E F
2014 [b] 1,674 948 90 2,712 0.50 0.981                          1,341                     

2015 1,674 986 90 2,750 1.50 0.926                          2,545                     
2016 1,674 1,025 90 2,789 2.51 0.857                          2,390                     
2017 1,674 1,066 90 2,830 3.51 0.793                          2,245                     
2018 1,674 1,109 90 2,873 4.51 0.735                          2,110                     
2019 1,674 1,153 132 2,959 5.51 0.680                          2,013                     
2020 1,674 1,199 132 3,005 6.51 0.630                          1,892                     
2021 1,674 1,248 132 3,053 7.51 0.583                          1,780                     
2022 1,674 1,297 132 3,103 8.51 0.540                          1,675                     
2023 1,674 1,349 132 3,155 9.51 0.500                          1,577                     
2024 1,674 1,403 186 3,263 10.51 0.463                          1,510                     
2025 1,674 1,459 186 3,319 11.51 0.428                          1,422                     
2026 1,674 1,518 186 3,378 12.51 0.397                          1,340                     
2027 1,674 1,578 186 3,438 13.51 0.367                          1,263                     
2028 1,674 1,642 186 3,502 14.52 0.340                          1,191                     
2029 1,674 1,707 258 3,639 15.52 0.315                          1,146                     
2030 1,674 1,776 258 3,708 16.52 0.292                          1,081                     
2031 1,674 1,847 258 3,779 17.52 0.270                          1,020                     
2032 1,674 1,920 258 3,852 18.52 0.250                          963                        
2033 1,674 1,997 258 3,929 19.52 0.231                          909                        
2034 1,674 2,077 354 4,105 20.52 0.214                          879                        
2035 1,674 2,160 354 4,188 21.52 0.198                          831                        

Total Present Value of Discrete Period Lease Cash Flow 33,124$                 G

Post-Lease Terminal Value Estimate

($000)
Current RCNLD based on Hatch Mott MacDonald Estimate 64,235                               

Estimated Reversionary Value [d] 48,000                               

Present Value Discount Rate 0.198                                 

Present Value of Estimated Reversionary Value 9,522$                               H

Market Value of the Water Treatment Plant Improvements (Rounded) 43,000$                             G + H

RCNLD = Replacement cost new less depreciation

Footnotes:
[a] The lease payment schedule was prepared by AWCMA management.
[b] The 2014 present value of discrete period lease cash flow was adjusted to reflect the June 30, 2014, valuation date. 
[c] Present value calculated as is cash flow is received mid-year. Present value discount rate (yield capitalization rate) is presented in Exhibit 3.
[d] Calculated as follows: $64,235 current RCNLD estimate mutiplied by x 75% remaining life factor = $48,176, rounded to $48,000. The 75% remaining life factor estimate was provided by Hatch Mott MacDonald.

Sources: As indicated.

Present Value of Lease Payments
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Yield Capalization Rate Analysis 

RERC Real Estate Report (Spring 2014)

RERC Estimate East Region United States

(%) (%) (%)

Industrial - Warehouse 7.4 7.6 7.5

Industrial - Research and Development 7.9 7.8 7.8

Industrial - Flex 7.8 7.7 7.9

Mean Percentage of Going-in Yield Cap Rates 7.7 7.7 7.7

Selected Present Value Discount Rate 8

RERC = Real Estate Research Corporation

Sources: As indicated.

Going-In Yield Cap Rate - Boston, Massachussets

EXHIBIT 3
AQUARION WATER COMPANY - HINGHAM WATER SYSTEM

WATER TREATMENT PLANT IMPROVEMENTS
INCOME APPROACH - DISCOUNTED CASH FLOW (YIELD CAPITALIZATION) METHOD

AS OF JUNE 30, 2014
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1.0 Executive Summary 

 

The objective of this study is to develop a current fair market value of the Hingham Water Treatment Plant.  The 

value of the capital assets was developed using the replacement cost of the assets, less observed depreciation.  The 

study was originally completed in June 2012 and was based on the 1997 original contract payment applications.  

This version of the report includes changes in the physical conditions that have occurred since the June 2012 as 

well as updating costs through June 2014.   Estimates of the engineering design, interest, and permitting for the 

capital assets were also prepared.  Refer to Appendix A for valuation spreadsheets and breakdown costs.     

 

Based upon the total estimated capital and engineering cost values, the Hingham Water Treatment Plant is 

currently valued at $64,235,157.  Refer to Table 1, Appendix A for cost details.
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2.0 System Description 

 

The Hingham Water Treatment Plant is a 7.0 million gallon per day capacity water treatment facility located off 

of Main Street in Hingham, MA.   The water treatment plant was constructed in 1996 to treat water from surface 

water and wells in response to the Environmental Protection Agency (EPA) Surface Water Treatment Rule.  The 

treatment processes are contained within a single structure with a footprint of approximately 240 by 140 feet.   

There are multiple levels within the structure for different treatment processes.  The treatment process consists of 

oxidation, mixing, clarification and filtration.   The clarification and filtration systems were designed to meet the 

regulatory requirements of producing finished water with less than 0.1 NTU (NTU is a measurement of water 

clarity).   The disinfection and filtration systems are designed to achieve a minimum of 99.9 percent inactivation 

of Giardia and 99.99 percent inactivation of viruses, in accordance with the EPA Surface Water Treatment Rule.  

The filtration process residuals are processed in the same building through thickening and centrifuge dewatering.   

 

Information on the various systems has been collected from contract plans, specifications, operations and 

maintenance manuals, and interviews with Aquarion Water Company personnel. 
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3.0 Method of Valuation 

 

 3.1 Replacement Cost New Less Depreciation 
 

The method of assigning a value to the assets utilized the Replacement Cost New Less Depreciation 

approach.  In this method, costs of replacing the existing system in its entirety in current dollars, was 

estimated.  The estimated current construction replacement costs were then depreciated by an amount 

consistent with the observed depreciation of the assets. 

 

3.2 Replacement Cost New 
 

3.2.1 Original Costs Plus Escalation 

 

The method of estimating the current value of replacement costs is to identify the original 

construction costs and adjust the original cost by an escalation factor.  In this case, the original 

construction costs, obtained from the Water Company’s records and general construction 

contractor itemized breakdowns were adjusted using the Handy-Whitman Index.  The Handy-

Whitman Index is a publication that trends costs for water utility construction for various regions 

of the country.  The Water Utility Cost Trends for the North Atlantic Region were used for the 

escalation of the costs.  The index includes line items for various aspects of water utility plant, 

including specific transmission plant based upon type and materials of construction.  Treatment 

Plant Indices for Building, Treatment Plant Equipment, Clarification Equipment, and Electric 

Pumping Equipment were used.   

 

The original construction contract payments included off site work at remote raw water site 

locations (Accord Pond and Fulling Mill).  The payments for the off- site work were subtracted 

from the total contract amount to arrive at the original construction cost for the Water Treatment 

Plant Work.   Some minor improvements were made in 1997, which were included as separate 

line items for the original costs.  Refer to Table 2, Appendix A for cost details. 

 

The original construction cost of this particular facility is higher than similar capacity surface 

water treatment plants that use the same technology due to the site specific design restrictions and 

conditions of local approval for the facility.  It would be anticipated that a new facility on the 
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same site would be subject to the same, if not more stringent restrictions, which would lead to 

higher construction costs.  

 

In addition to the physical plant costs, the original construction costs included the contractor’s 

general conditions costs, contractor’s fee, and the contingency reserve for the project.  Since these 

items were based upon a percentage of the physical plant costs, the current value of these costs 

was calculated based upon the percentage of the current escalated physical plant costs.    

 

3.3 Depreciation 

 

  3.3.1 Introduction 

 

The depreciation values used for the assets will be based upon observed conditions of the assets.  

Ongoing preventative maintenance and repair programs can significantly extend the life of the 

utility assets. 

 

  3.3.2 Lifetime Observed Depreciation   

 

The methodology for estimating total service life for each component of the system is to apply 

engineering judgment based upon the observed condition assessment and the history of similar 

facilities.   

 

The assets were then graded on the current condition on a scale of percent of like new condition.  

Based upon the observed condition, the calculated depreciated value was based upon the 

following formula: 

 

Depreciated value = Replacement cost new x (Percentage of like new condition) 
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4.0  Observed Depreciation 

 

 4.1 Basis of Assessment  

 

The evaluation of current condition of the facilities was based upon discussions with Hingham Water 

Treatment Plant Staff familiar with operations and maintenance of the facilities, review of operating 

conditions, review of design and construction documents, and field inspections and visual observation of 

the treatment plant. 

 

4.2 Field Inspection  
 

On May 22 and 23, 2012 representatives of HMM conducted a field inspection of the Hingham Water 

Treatment Plant, accompanied by water treatment plant operating personnel.  Overall, the facilities were 

found to be in very good operating condition.  The condition inspection worksheets are included in 

Appendix B.  The treatment plant is maintained at a high level of service.  Photographs of the observed 

conditions of the plant have been attached in Appendix C. 

 

4.3 Current Depreciation Condition 
 

Overall, given the relative new age of the system, and that the visible portions are well maintained, and 

are in very good condition, the plant is in very good condition.  Only the chemical feed systems, which 

are subject to regular wear and use, as well as chemical attack, were found to be significantly less than 

new condition.   Other items such as filter media, underdrains and scrapers were identified as potential 

items that are less than new condition.  The current value of the system facilities were found to be at or 

near the current construction replacement cost.  There is no technological obsolescence in the treatment 

processes, as the plant continues to produce high quality potable water that meets or exceeds the 

regulatory water quality standards.   

 

For the 2014 report update, plant operational staff were interviewed regarding any changes to the 

condition or the operations of the plant.  Aquarion staff report that some items such as chemical feed 

metering pumps and high service pumps, which operate more or less constantly have been replaced, 

rather than repaired, since some of the replacement parts for these items are no longer kept in stock. 

Likewise, pump motor controllers, which may have failed were replaced with new units.   The 2014 
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depreciated condition of the plant assets has been adjusted to reflect the on-going maintenance that has 

occurred at the plant.   

 

It is also reported that a major roof replacement project is scheduled for the near future.   Based upon the 

reported condition of the roof, the depreciated value of the roof has been reduced significantly. 
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5.0  Other Costs 

 

 5.1 Engineering  

 

The project records include the engineering design, value engineering, and construction phase engineering 

costs for the project.  The study, preliminary design and final design phase engineering services were 

approximately 15 percent of the total construction cost, which is reasonable for the level of complexity of 

the project, and the unique site restrictions for this project.  Technical review services, outside testing 

services, value engineering, materials testing and construction administrative services amounted to 

approximately another 5 percent of the construction cost.  Under current conditions, the local site 

limitations may be even stricter, thus increasing the design effort accordingly.  Therefore, current 

estimated engineering costs were calculated based upon the percentage of the construction costs.  

 

5.2 Permitting 
 

The project records include the permitting costs associated with the project.  In accordance with 

Massachusetts Department of Environmental Protection Drinking Water Program, and Commonwealth of 

Massachusetts 310 CMR 4.05, the permit fee for water treatment plants that produce over 1.0 million 

gallons per day is negotiated based upon the complexity of the project, and the estimated hours of review 

time required by Department personnel.  Therefore, it can be expected that the cost of a new permit would 

be similar to the original permit.   Likewise, local planning, and construction approval costs are based 

upon a percentage of the construction cost and the level of review effort required.  Current estimated 

permit costs were calculated based upon the percentage of the construction costs.  

 

 5.3 Interest 
 

The project records include the interest fees associated with the project.  Interest charges were 

approximately 15 percent of the total construction cost.    When planning and budgeting new privately 

funded water projects, 15 percent of the total construction cost is typically used as the amount of interest 

financed during construction.  The actual value of the interest charged is in line with current planning 

practice.  Therefore, current estimated interest costs were calculated based upon the percentage of the 

construction costs. 
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6.0  Summary 

 

Based upon the review of available construction cost and payment records, the original water treatment 

plant onsite construction cost was $25,931,374.  This figure was then escalated to arrive at a current value 

in June 2014 of $50,323,950.  Table 2, in Appendix A, shows how the original price was escalated by the 

index factor.  After a field investigation and observed depreciation of the water treatment plant assets, the 

current value of the water treatment plant assets was determined to be $46,260,533.  Table 2, in Appendix 

A, shows how the current value was depreciated based upon the observed percentage of like new 

condition.  Adding the engineering, interest and permit fees, noted below, yield a total current (June 2014) 

value of the water treatment plant of $64,235,157.  The figures are summarized in the following table, 

with additional detail included in the appendices.  

 

 

(1) Initial MAWC capital costs, November 2000 which includes offsite work at Accord Pond and Fulling 

Mill sites for calculation of engineering and other costs percentages. 
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Hingham MA WTP Valuation

HMM Job No. 345143

Engineering and Other Costs

Based on Handy-Whitman Index

Table 1

Initial Contract Value(1) 
$30,626,879

Current Value $50,323,950

Depreciated Value $46,260,533

Description Percent
 Initial Contract 

Value 

 Current Value 

Less Depreciation 

WTP Construction Cost $30,626,879 $46,260,533

Engineering Services 20.69% $6,337,854 $10,413,919

Interest 14.92% $4,570,318 $7,509,628

Permit Fees 0.10% $31,085 $51,077

$41,566,136 $64,235,157

Notes:

(1) Obtained from MAWC Cost Comparison November 2000. Refer to Appendix A

WTP Construction Cost

Totals = 
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Hingham MA WTP Valuation

HMM Job No. 345143

Table 2

Item Description  Initial Contract Value 
Final Payment 

Value

Amended Contract Value 

Less Offsite Work(1)

 Handy-

Whitman 

Index 1996 

 Handy-Whitman 

Index Jan 2014 
Escalation Rates  Current Value 

 Condition 

Assessment 

 Depreciated 

Value 

SC-01 Site Work Subcontract $1,608,075 $1,608,075 $1,595,558 321 621 1.9346 $3,086,734 99% $3,055,866

SC-02 Electrical Subcontract $2,654,930 $2,501,752 $2,300,912 450 856 1.9022 $4,376,846 90% $3,939,161

SC-03 CIP Concrete Subcontract $5,314,249 $5,314,249 $5,281,094 321 621 1.9346 $10,216,696 98% $9,989,658

SC-04 Structural Steel Subcontract $516,336 $517,236 $517,236 321 621 1.9346 $1,000,634 96% $960,609

SC-05.04 Roll-up Doors $25,390 $25,390 $25,390 321 621 1.9346 $49,119 95% $46,663

SC-05.05 Aluminum Windows & Storefronts $117,185 $115,495 $115,495 321 621 1.9346 $223,434 98% $218,966

SC-06 Waterproofing $136,625 $136,625 $136,625 321 621 1.9346 $264,312 98% $259,026

SC-07 Fireproofing Subcontract $77,307 $77,307 $77,307 321 621 1.9346 $149,557 95% $142,079

SC-07.07 Misc Architectural $393,142 $376,369 $365,869 321 621 1.9346 $707,803 98% $693,647

SC-08 Roofing Subcontract $223,007 $223,007 $223,007 321 621 1.9346 $431,425 25% $107,856

SC-09 Painting Subcontract $342,023 $332,995 $320,995 321 621 1.9346 $620,990 78% $481,268

SC-10 Mechanical/HVAC/Plumbing $4,488,474 $4,435,271 $4,368,371 367 713 1.9428 $8,486,781 85% $7,213,764

SC-12 Landscaping Subcontract $156,213 $156,213 $155,213 321 621 1.9346 $300,272 99% $297,269

SC-14 Fire Protection (sprinkler) Subcontract $164,082 $164,082 $164,082 321 621 1.9346 $317,430 95% $301,558

SC-17 Precast Arch Concrete Panel Subcontract $292,137 $292,137 $292,137 321 621 1.9346 $565,162 98% $553,859

SC-18 Masonry Subcontract $588,169 $588,169 $553,649 321 621 1.9346 $1,071,078 95% $1,017,524

SC-19 Miscellaneous Metals Subcontract $438,303 $420,148 $420,148 321 621 1.9346 $812,810 98% $796,553

SC-23 Bridge Crane & Matrl Handling Sub $89,831 $89,831 $89,831 321 621 1.9346 $173,785 99% $172,047

SC-24 Final Cleaning $24,100 $24,100 $24,100 321 621 1.9346 $46,623 99% $46,157

PO-1.0 Super-Pulsator Clarifier $439,770 $439,770 $439,770 540 1154 2.1370 $939,805 95% $892,815

PO-2.0 Process Pumps Supplied by F-M $326,845 $313,335 $261,263 367 713 1.9428 $507,576 90% $456,819

PO-3.0 Sludge Cake Pumps $126,401 $123,726 $123,726 367 713 1.9428 $240,372 90% $216,335

PO-4.0 Sludge Grinders $14,746 $14,746 $14,746 367 713 1.9428 $28,649 95% $27,217

PO-5.0 Mechanical Mixing Equipment $62,500 $65,000 $65,000 367 713 1.9428 $126,281 90% $113,653

PO-5.1 Submersible Mixing Equipment $37,500 $37,500 $37,500 367 713 1.9428 $72,854 90% $65,569

PO-6.0 Lime & Sodium Carbonate Stg & Feed $345,760 $345,760 $345,760 367 713 1.9428 $671,735 75% $503,802

PO-7.0 Polymer & Chemical Process, Stg & Feed $510,360 $518,715 $518,715 367 713 1.9428 $1,007,749 76% $768,408

PO-8.0 Centrifuges $707,095 $706,850 $706,850 367 713 1.9428 $1,373,254 50% $686,627

PO-9.0 Rotary Positive Displacement Blowers $30,238 $30,238 $30,238 367 713 1.9428 $58,745 95% $55,808

PO-10.0 Carbon Filter Media $156,800 $156,800 $156,800 540 1154 2.1370 $335,087 98% $328,386

PO-11.0 Control Systems $602,140 $602,711 $602,711 450 856 1.9022 $1,146,490 90% $1,031,841

PO-13.0 Clari-Trac $126,983 $126,983 $126,983 540 1154 2.1370 $271,367 90% $244,231

PO-14.0 Filter Underdrains & Washwater Troughs $110,391 $99,900 $99,900 540 1154 2.1370 $213,490 80% $170,792

PO-15.0 Process Pumps $203,192 $179,644 $161,996 367 713 1.9428 $314,722 95% $298,986

$21,450,299 $21,160,129 $20,718,977 $40,209,667 $36,154,817

Gen Cond Costs $2,199,079 $2,199,079 $2,199,079 10.61% $4,267,790 $4,267,790

Warranty Administration $50,000 $50,000 $50,000 0.24% $97,036 $97,036

Crossing Guard Detail $78,503 $78,503 $78,503 0.38% $152,352 $152,352

Fee $2,239,492 $2,239,492 $2,239,492 10.81% $4,346,220 $4,346,220

Shared Savings $594,426 $594,426 $594,426 2.87% $1,153,613 $1,153,613

$26,611,799 $26,321,629 $25,880,477 $50,226,677 $46,171,827

MCRC - Misc. Metal; alum. Handrails(2) $12,000 $12,000 $12,000 321 621 1.9346 $23,215 95% $22,054

Piping @ Centrifuges(2) $1,665 $1,665 $1,665 367 713 1.9428 $3,235 90% $2,911

MCRC GWJ Electric(2) $27,500 $27,500 $27,500 450 856 1.9022 $52,311 90% $47,080

MCRC Instrumentation(2) $9,732 $9,732 $9,732 450 856 1.9022 $18,512 90% $16,661

$26,662,696 $26,372,526 $25,931,374 $50,323,950 $46,260,533

Notes:

(1) Final payment less work performed offsite at Fulling Mill and Accord Pond.  These values were obtained from a review and analysis of backup data for each item. Refer to Appendix A

(2) Additional plant work covered by MCAP after plant was commissioned. (1997)

Subtotal 1 = 

Subtotal 2 = 

Total = 
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 2 SITE WORK DRAWINGS C-2 thru C-8
and Pay App SC-01 & SC 12

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Site

Building Access Road plant access road from none - pavement is free of defects 16 99%

Guard Rails wood along access road none - guard rail is free of defects 16 99%

Floor Drainage Vault concrete - used for plant drains
Dave the plant mechanic reports the 
vault has no defects 16 99%

Fuel Tank Vault concrete - used for fuel storage
Dave the plant mechanic reports the 
vault has no defects 16 99%

Outside Piping buried plant piping
Dave the plant mechanic reports no 
leakage 16 99%

Septic System
septic tank and leach field for sanitary 
wastes

Septic tank has been pumped out 
once since the plant was 
commissioned.  Dave the plant 
mechanic reports no problems 16 99%

Grading and Landscaping site landscaping landscaping is well maintained 16 100%

Fencing
Fencing was added after the plant 
was commissioned No observed deficiencies 12 98%

Facility: Hingham Water Treatment Plant
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 11 Process Equipment  DRAWINGS M-1 thru M-26
costs are in part of SC 10 for piping supply and installation of all equipment and PO1 through 15 except PO11 Controls

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Raw Water Pipiping/Oxidation System and Rapid Mix System

Raw Water Piping 24"  DIP with Venturi Flow Meter

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the piping 16 99%

Oxidation Tanks and Mixers

Oxidation Tank Influent Valve
one 24" Butterfly Valve with electric 
actuator

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the valve; electric actuator will need 
to be replaced in the future 16 95%

Tanks Four Concrete  Tanks in Series

no observed cracks/spalling from 
surface.  Inside of tanks have not been 
inspected by plant staff.  No reported 
level change in tanks 16 99%

Mixers
One 7.5 HP Constant Speed Mixer in 
First Stage

none - no vibration,no noise; Dave the 
mechanic performs regular maintenance 
(grease bearings).  Mixer is on 
continuously 16 98%

Rapid Mix System

Rapid Mix Influent Valve
one 24" Butterfly Valve with electric 
actuator

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the valve; electric actuator will need 
to be replaced in the future 95%

Tanks Two Concrete Tanks in Series

no observed cracks/spalling from 
surface.  Inside of tanks have not been 
inspected by plant staff.  No reported 
level change in tanks 16 99%

Mixers Two Mixers 15 HP each with VFDs

none - no vibration,no noise; Dave the 
mechanic performs regular maintenance 
(grease bearings).  Mixer is on 
continuously; VFD will need to be 
replaced in the future 16 90%

Facility: Hingham Water Treatment Plant
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 11 Process Equipment  DRAWINGS M-1 thru M-26
costs are in part of SC 10 for piping supply and installation of all equipment and PO1 through 15 except PO11 Controls

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

Superpulsator System

Rapid Mix Effluent Piping 30" dia DIP to Superpulsators

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the piping 16 99%

Pulsator Influent Valves
two 24"  Butterfly valves with electric 
actuators

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the valve; electric actuator will need 
to be replaced in the future 16 95%

Pulsator Effluent Valves
two 24"  Butterfly valves with electric 
actuators

none- no observed deficiencies; Dave the 
plant mechanic reported no problems 
with the valve; electric actuator will need 
to be replaced in the future 16 95%

Vacuum Pumps 2 Trains 2 vacuum pumps/train total 4

none - no observed deficiencies.  Dave 
the plant mechanic reported no problems 
with the vacuum pumps. 16 95%

Plates Plates within Super P tanks

none - no observed deficiencies.  Dave 
the plant mechanic reported no problems 
with the plates. 16 95%

Sludge Transfer Pumps 

SLTP-1 and 2 Submersible 20 HP 
from Super Ps to Sludge Storage 
Tank

pumps run approximately 2 hrs/day; Dave 
the plant mechanic reported no problems. 16 90%

Pulsator Dewatering Pump DWP-1 Vertical 20 HP

used only when dewatering the 
superpulsators.  Pump has been run less 
than 24 hrs since commissioning 16 100%

Distribution Laterals no observed or reported problems 16 99%

Weirs no observed or reported problems 16 99%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 11 Process Equipment  DRAWINGS M-1 thru M-26
costs are in part of SC 10 for piping supply and installation of all equipment and PO1 through 15 except PO11 Controls

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

Filters

Clarified Water Effluent Piping 30" DIP to Filters no observed or reported problems 99%

Underdrains Roberts tile no reported problems 80%

Media 60" GAC
media was replaced approximately 6 yrs 
ago 6 98%

Air Wash Blowers Two at 75 HP,constant speed

limited to 20 min/day operation, regular 
maintenance is performed, no observed 
operating problems and no reported 
operating problems 16 98%

Automatic Valves 6 valves per filter

actuators on 2 filter effluent valves were 
replace a few years ago.  No reported 
problems.  16 95%

Washwater Pumps
2 pumps at 125 HP each constant 
speed

limited to 45 min/day operation, regular 
maintenance is performed, no observed 
operating problems and no reported 
operating problems 16 98%

Filtered Water Piping 
Effluent, Waste, filtered water piping 
and air scour

No reported leaks, low pressure 
operation, piping needs repainting 16 99%

Clearwell used for disinfection and equalization

No visible outside leakage; no reported 
problems; clearwell has not been 
completely dewatered since 
commissioning 16 99%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 11 Process Equipment  DRAWINGS M-1 thru M-26
costs are in part of SC 10 for piping supply and installation of all equipment and PO1 through 15 except PO11 Controls

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

Finished Water Pumps

all finished water pumps have regular 
maintenance performed by plant 
mechanics

High Service Pumps - HSP 1
HSP-1 is 1,000 gpm at 210 ft and 100 
HP;constant speed HSP-1 is run only a few days per year 16 99%

High Service Pumps - HSP 2
 HSP-2 is 525 gpm at 180 ft at 40 HP.  
Both are constant speed HSP-2 is run almost continuosly 16 95%

Low Service Pumps - LSP 1 and 2

two pumps each at 2,500 gpm at 220 
ft at 200 HP; LSP-1 and 2 are 
constant speed Very limited operation; 16 99%

Low Service Pumps - LSP -3

three pumps each at 2,500 gpm at 
220 ft at 200 HP; LSP-1 and 2 are 
constant speed

VFD added to LSP-3 in 1997; LSP - 3 is 
operated continuously 16 95%

Finished Water Piping and Valves
Piping associated with Low and High 
Service Pumps no observed or reported problems 16 99%

RESIDUALS

Spent Washwater Tanks None

Concrete Two tanks no observed or reported problems 16 99%

Claritrac one sludge collector per tank
no observed or reported problems; plant 
mechanics maintain the system 16 95%

Spent Washwater Recycle Pumps RECP-1 and 2 15 HP V-belt
One pump was replaced approximately 4 
years ago 4/16 90%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 11 Process Equipment  DRAWINGS M-1 thru M-26
costs are in part of SC 10 for piping supply and installation of all equipment and PO1 through 15 except PO11 Controls

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

Sludge Storage Tanks

Concrete no observed or reported problems 16 99%

Mixers MIX-1 and 2 submersible 10 HP

one mixer was rebuilt approximately 4 yrs 
ago.  Mixers run primarily during 
dewatering operation 16 90%

Centrifuge System

Centrifuges 2 Humbolt Units

One  unit was rebalanced at the factory 
several years ago. Unit 1 has 9,762 hrs 
and Unit 2 has 7,767 hrs 16 95%

Centrifuge Feed Pumps CFP-1,2 and 3, Hose, VFD  20 HP

no observed or reported problems; hoses 
have been replaced - operated only when 
centrifuges are used 16 95%

Centrate Pumps
CFNP-1 and 2, Vertical 7.5 HP 
constant speed

no observed or reported problems;  
operated only when centrifuges are used 16 95%

Sludge Cake Pumps

SCP-1 and 2 Progressing Cavity, 
constant speed, 40 HP stators replaced every 500 to 1000 hours. 

Operated only when centrifuges are used 16 90%

Bridge Crane

In Centrifuge Area, 7.5 ton
none unit has only been operated for a 
few hours since commissioning 16 99%

Sludge Grinders

not used any longer

none reported 16 99%

Sludge Piping and Valves
piping associated with residuals 
system no observed or reported problems 16 98%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MB
DIVISION 13 CONTROL SYSTEM DRAWINGS I-1 thru H-4
and  Pay App PO 11

John Walsh from Aquarion indicated that the Distributed Control System (DCS) is original with the exception of recently installed PC and monitor

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

DCS 
Control System Hardware and 
Software

Plant staff reported that the system is 
functional.  ABB has a maintenance 
contract 16 90%

Fire Alarm System
detectors, alarms and outside 
communication

Plant staff reported that the system is 
functional 16 95%

Security Alarm System
detectors, alarms and outside 
communication

Plant staff reported that the system is 
functional 16 95%

Communications System Intercom System
Plant staff reported that the system is 
functional 16 95%

Plant Instruments
Turbidimeters, pH, chlorine residual, 
flowmeter, level, pressure

Plant staff reported that instruments 
are routinely maintained and parts 
are replaced as needed 16 95%

Particle Counters
PCs were added to the clarified water 
and each filter effluent

Not part of original contract, PCs 
were added in ___to provide 
additional information on filter 0 95%

Facility: Hingham Water Treatment Plant

The DCS is functional and is maintained by ABB.  PLCs are distributed in the plant for control of process such as filter backwashing, Superpulsators and sludge 
transfer pumps.
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012\
Facility Inspection Form By:  JFC/MB
DIVISION 15 HVAC  DRAWINGS H-1 thru H-10 and as part of Pay App Item SC 10

Ron Carlson a Service Technician from Trane was on site (celll 781-760-1082 he has been servicing the system since 1997
Trane has a contract to maintain the following
ACCU-1 and 2 Air Cooled Condensing Units RC-1 and 2 Remote Condensers CP-4, 5 and 6 Circulating Pumps 
DH-1 and 2 Dehumidifiers AHU-7 and 8 Air Handling Units ACCH-1,2 and 3 Air Cooled Condensing Units 
Ron has performed maintenance on these systems and these units are all original.  They are all functional.  Trane is expecting bearing failures in the next
Equipment is estimated to 80 to 85% good (of its original condition)
Remainder of HVAC equipment on Sheets H-1 through H-10 is maintained by plant staff

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Fans and Hoods Fans and Hoods none reported, maintained by plant staff 16 85%

Hot Water Unit Heaters Hot Water Unit Heaters none reported, maintained by plant staff 16 85%

Boiler Boiler none reported, maintained by plant staff 16 85%

Air Cooled Condensing Units 2 units located outdoor none - regular maintenance by Trane 16 85% potential bearing replacement

Dehumidifiers 2 units located in polymer room none - regular maintenance by Trane 16 85% potential bearing replacement

Air Handling Unit (notTrane) none reported, maintained by plant staff 16 85%

Air Handling Units Trane AHU-7 &8 none - regular maintenance by Trane 16 85% potential bearing replacement

Engine Generator Remote Radiator RR-1 none reported, maintained by plant staff 16 85%

Air Cooled Liquid Chillers 3 units located outdoors none - regular maintenance by Trane 16 85% potential bearing replacement

Fine Tube Radiators FTR-1 and 2 none reported, maintained by plant staff 16 85%

Room Conditioning Heat Pump RCU-1 none reported, maintained by plant staff 16 85%

Electric Duct Heater ECH-1 and 2 none reported, maintained by plant staff 16 85%

Circulating Pumps (not Trane) CP-1,2 and 3 none reported, maintained by plant staff 16 85%

Circulating Pumps (Trane) CP-4,5 and 6 none - regular maintenance by Trane 16 85% potential bearing replacement

Ductwork Overall Ductwork for plant none reported, maintained by plant staff 16 85%

Facility: Hingham Water Treatment Plant
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
Chemical Feed Systems (PO-6.0 & PO-7.0)

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

1) Lime Feed System (PO-6.0)

Bulk Storage Silos Steel silos (2)
None- well coated and protected, no 
signs of deterioration 16 90% Good

Lime Blowers/Air Compressors Blowers (dry chemical) None 16 90% Good

Lime Day Bins Day bins for sludge processing None 16 90% Good

Lime Day Bins Day bins for potable/liquid process None 16 90% Good

Slurry Tanks/Mixers
Solution/slurry tanks for potable/liquid 
process

Minor signs of surface rusting. Mixers 
are rebuilt every 3-4 years. 16 75% Good

Metering Pumps

Metering Pumps (5 total). Wallace & 
Tiernan Series 44 (2). Watson and 
Marlow hose pumps (3).

Wallace & Tiernan- minor signs of 
surface rusting. 8 75% Good

Chemical Feed Piping Primarily tubing
None- no signs of leaking or 
deterioration < 2 75% good

2) Sodium Carbonate Feed System (PO-6.0)

Bulk Storage Silo Steel silo (1), two auger systems. 

Minor signs of surface rusting. One 
auger feed system is currently down 
and needs replacement parts for 
repair. 16 80% Good

Solution Tanks/Mixers Steel tanks (2)
Signs of surface rusting. Mixers are 
rebuilt every 3-4 yrs. 16 65% Good

Metering Pumps Wallace & Tiernan Series 44 (3) Minor signs of surface rusting 16 80% good

Chemical Feed Piping PVC and tubing
None- no signs of leaking or 
deterioration 16 75% good

3) Alum Feed System (PO-7.0)

Facility: Hingham Water Treatment Plant
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
Chemical Feed Systems (PO-6.0 & PO-7.0)

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

Bulk Tanks Polyethylene Tanks (2) - 5500 gal ea None 16 95%

Day Tank/Transfer Pump

Polyethylene Tank (1)- 1000 gal 
Transfer Pumps (2) March Mfg 
Centrifugal End Suction

Day Tank- none. Transfer pump 
shows minor surface corrosion. 16 90%

Metering Pumps Wallace & Tiernan Series 44 (3) None 16 90%

Chemical Feed Piping PVC
None- no signs of leaking or 
deterioration

(16 for 
PVC, 

hose <5) 95%

4) Hydrofluorosilic Acid System (PO-7.0)

Bulk Tanks
Steel with rubber bladder (1) ≈2,500 
gallons None 16 70% good

Day Tank/Transfer Pump

Polyethylene Tank (1)- 55 gal Transfer 
Pumps (1) March Mfg Centrifugal End 
Suction

Day Tank- none. Transfer pump 
shows minor surface corrosion. <3 90% good

Metering Pumps Wallace & Tiernan Series 44 (2) None 16 90%

Chemical Feed Piping PVC and hose
None- no signs of leaking or 
deterioration 16 95%

5) Zinc Orthophosphate System (PO-7.0)

Bulk Tanks Polyethylene Tanks (1) - 5500 gal ea None 16 95%

Day Tank/Transfer Pump

Polyethylene Tank (1)- 55 gal Transfer 
Pumps (1) March Mfg Centrifugal End 
Suction

Day Tank- none. Transfer pump 
shows minor surface corrosion. 16 90%

Metering Pumps Wallace & Tiernan Series 44 (2) None 16 95%

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 95%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
Chemical Feed Systems (PO-6.0 & PO-7.0)

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

6) Sodium Hypochlorite System (PO-7.0)

Bulk Tanks
Steel banded FRP Tank (1), 
polyethylene tank (1)

Steel banded FRP tank is new, was 
constructed in place. 1

90% Good (current bulk 
tank)

Day Tank/Transfer Pump

Polyethylene Tank (1)- 275 gal 
Transfer Pumps (2) March Mfg 
Centrifugal End Suction

Transfer Pumps show signs of 
deterioration 16 50% Good

Metering Pumps

New- Thermo Scientific peristaltic 
model 850-3002 (4) Old- Wallace & 
Tiernan Series 44 (4) New pumps- None 2/16 95% Good

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 90%

7) Potassium Permanganate System (PO-7.0)

Solution Tanks/Mixers
Steel tanks (2) with mixers. Mixers are 
rebuilt every 3-4 years. None 16 90%

Metering Pumps Wallace & Tiernan Series 44 (3) None 16 90%

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 95%

8) Coagulant Aid Polymer (PO-7.0)

Dry Chemical Hopper Wallace & Tiernan (1) None 16 95%

Solution Tanks Polyethylene Tanks (2) None 16 95%

Metering Pumps Wallace & Tiernan Series 44 (3) None 16 90%

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 95%
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Hatch Mott MacDonald Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
Chemical Feed Systems (PO-6.0 & PO-7.0)

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

9) Filter Aid Polymer (PO-7.0)

Dry Chemical Hopper Wallace & Tiernan (1) None 16 95%

Solution Tanks Polyethylene Tanks (2) None 16 95%

Metering Pumps Wallace & Tiernan Series 44 (3) None 16 90%

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 95%

10) Sludge Polymer (PO-7.0)

Dry Chemical Hopper Wallace & Tiernan (1) None 16 95%

Solution Tanks Polyethylene Tanks (2) None 16 95%

Metering Pumps Wallace & Tiernan Series 44 (4) None 16 90%

Chemical Feed Piping PVC
None- no signs of leaking or other 
deterioration 16 95%
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Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
SC02 - SC09, SC17 - SC18

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Electrical (SC02) Note (a)

1) Transformers
Main Power Transformers (2), 1000 
kVA (ea) None 16 N/A- owned by Power Utility

2) Main Power Distribution Panel/Transfer Switch
Power distribution panel and transfer 
switch (Square D) None 16 100% good

3) Lighting
Interior Lighting (ceiling mounted 
fixtures) None 16 95% good

4) VFDs

Six units (three- centrifuge feed 
pumps, two- rapid mixers, one- Low 
Service Pump 3) VFD for LS Pump 3 is near failure 16 80% good

5) MCCs
Five cabinets, five transformers and 
fourteen panels None 16 95% good

6) Generator Caterpillar 1875 kVA, 1500 KW None 16 95% good

CIP Concrete (SC03)

7) Oxidation and Rapid Mix Tanks
Concrete oxidation and rapid mix 
tanks 

A couple of minor cracks observed, 
no surface deterioration or leaking 
observed. 16 98% good

8) Super-P Tanks Concrete tanks for Super-pulsators

A couple of minor cracks observed, 
no surface deterioration or leaking 
observed. 16 98% good

9) Filter Tanks Concrete tanks for Filters

A couple of minor cracks observed, 
primarily in middle floor filters, no 
leaking observed. No signs of 
distress when observed at ground 
level floor. 16 98% good

10) Sludge Storage Tanks Concrete tanks for Sludge Storage

A couple of minor cracks, likely from 
construction. No signs of deterioration 
or leakage. 16 98% good

11) Spent Washwater Tanks Concrete for Spent Washwater Tanks

A couple of minor cracks, likely from 
construction. No signs of deterioration 
or leakage. 16 98% good

Facility: Hingham Water Treatment Plant

5 of 7

Joe A. Conner, Esq. 
September 15, 2014 
Page 210

Willamette Management Associates



Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
SC02 - SC09, SC17 - SC18

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

12) Centrate Tank Concrete for Centrate Tanks
No observed deterioration. No signs 
of leakage. 16 98% good

13) Clearwell
Concrete clearwell for 
disinfection/finished water storage

There has been some delamination of 
the stucco on the exterior of the tank 
but no indication or problems with the 
concrete itself 16 96% good

14) Building Walls Building walls
Very few minor cracks observed, no 
signs of settling 16 98% good

15) Building/Floor Slabs Slabs located throughout the building
Very few minor cracks observed, no 
signs of settling 16 98% good

Building Superstructure (SC04-SC08, SC17-18)

16) Structural Steel (SC04) Steel- structural (beams and columns) None 16 96% good

17) Roll-up Doors (SC05.04) 4 units
Minor dent in one unit, no problems 
noted by operations staff 16 95% good

18) Aluminum Windows and Storefront (SC05.05) Aluminum windows and storefront None 16 98% good

19) Waterproofing (SC06)

Below grade concrete selanats, 
interior & exterior joint sealants, roof 
sealing None 16 98% good

20) Fireproofing (SC07) 
Fire pump system, sprinklers and fire 
hoses

No signs of deterioration with fire 
sprinkler system. Pump has 
practically no run time. Fire retarding 
spray on structural steel is intact. 16 95% good

21) Misc. Architecture (SC07.07)
Carpentry, drywall, flooring, lockers, 
toilet partitions, office equipment 16 98% good

22) Roofing (SC08) Roofing
None. No signs of leaking. No signs 
of rusting on decking. 16 90% good
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Client: Aquarion Date: 5/22/2012
Facility Inspection Form By:  JFC/MHB
SC02 - SC09, SC17 - SC18

Asset Management Unit Description Noted Deficiencies Age (yrs) Condition Assessment

Facility: Hingham Water Treatment Plant

23) Precast Arch Concrete Panels (SC17)
Precast concrete panels- exterior 
treatment

None. No signs of deterioration, 
cracking, surface problems, or 
detachment from building. 16 98% good

24) Masonry (SC18) Masonry

None. Very few minor cracks 
observed, no major cracks, 
separation, or sign of surface 
deterioration. 16 95% good

25) Misc. Metals (SC19)
Metal decking, gratings, rails, stairs, 
service paltforms None 16 98% good

Painting (SC09)

26) Building Painting
Painting of the building superstructure 
(inter/exterior)

Minor deterioration noted in some 
areas, repainting required 16 90% good

27)    Pipe Painting Painting for the pipe systems.

Pipes are in varying condition, 
estimate 1/3 of exposed piping 
requires repainting in the next three 
years 16 65% good

Note (a) Information based on interviews with plant operations staff and John Doll, Electrical Engineer (electrical contractor)
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Hingham Water Treatment Plant Valuation  
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Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

1) Lime Feed System

Lime bulk storage silos Lime Feeder

2) Sodium Carbonate Feed System

Sodium carbonate bulk silo with two feeders Sodium carbonate feed room and solution tank

3) Alum Feed System

Alum bulk storage tanks Alum feed system
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Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

Alum feed pumps

4) Hydrofluorosilic Acid Feed System

Hydrofluorosilic acid bulk tank & feed room Hydrofluorosilic acid feed pumpsy f f y f f p p

5) Zinc Orthophosphate Feed System

Zinc orthophosphate feed system Zinc orthophosphate metering pumps
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Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

6) Sodium Hypochlorite Feed System

New bulk storage tank (left) and  Sodium hypochlorite transfer pump

original tank maintained for backup (right) and day tank

Sodium hypochlorite feed pumps New peristaltic feed pumpyp f p p p f p p

7) Coagulant Aid Polymer Feed System

Package coagulant aid polymer feed system
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Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

8) Coagulant Aid Polymer Feed System

Package filter aid polymer feed system

9) Sludge Processing Polymer Feed System

Package sludge processing polymer feed system
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Hatch Mott MacDonald
Facility Inspection Form
SC02- Electrical

1) Main Power Distribution Panel/Transfer Switch

2) Lighting

Office Area Lighting Units Process Area Lighting Units

3) VFDs

MCC3‐ LS Pump 3 VFD Rapid Mixer VFD
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Hatch Mott MacDonald
Facility Inspection Form
SC02- Electrical

4) MCCs

Electrical Room MCC Panels MCC‐1

5) Generator

Generator Unit Generator Room‐ Air Louver and Power
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Hatch Mott MacDonald
Facility Inspection Form
SC03- CIP Concrete

6) Oxidation and Rapid Mix Tanks

Concrete and grating at Rapid Mix basins

7) Super-P Tanks

Concrete basins for Super Pulsator clarifiers

8) Filter Tanks

Filter basin Filter basin
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Hatch Mott MacDonald
Facility Inspection Form
SC03- CIP Concrete

9) Sludge Storage Tanks

Sludge storage tank deck Sludge storage tank wall at basement level

10) Spent Washwater Tanks

Spent washwater tank deck Spent washwater tank at basement level (left)

11) Centrate Tank

Centrate tank hatch Centrate tank concrete walls at sub‐basement level
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Hatch Mott MacDonald
Facility Inspection Form
SC03- CIP Concrete

12) Clearwell

Clearwell Clearwell exterior walls

Clearwell exterior walls

13) Beams, Columns and Walls

CIP concrete beams (sub‐basement level) CIP concrete columns (sub‐basement level)
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Hatch Mott MacDonald
Facility Inspection Form
SC03- CIP Concrete

Concrete exterior wall (photo taken indoors) Concrete exterior wall (photo taken outside)

14) Building Floor Slabs

Concrete slab in filter bays Concrete slabs near Generator Room
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Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

15) Structural Steel (SC04)

Structural steel w/fireproofing in process area Structural steel w/fireproofing in process area

16) Roll-up Doors (SC05.04)

Roll‐up door by 1st floor chemical feed Roll‐up door by process area

17) Aluminum Windows and Storefront (SC05.05)

Front entrance/ doors Front windows to offices/reception area
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Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

18) Fireproofing (SC07) 

Fire pump and backflow preventer Fire sprinkler and smoke detectors

Fire protection piping and hose station

19) Roofing (SC08)

Roofing at penetrations Membrane roofing
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Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

20) Precast Arch Concrete Panels (SC17)

Precast concrete panels Precast concrete panels

21) Masonry

Masonry‐ First floor chemical feed area Masonry‐ Office area

Masonry‐ Solids processing area Masonry‐ Basement
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Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

22) Misc. Metals

Roof access ladder Stairs and handrail

Metal roof decking in process area
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Hatch Mott MacDonald
Facility Inspection Form
SC09- Painting

23) Building Painting- General

Typical office Conference Room

Wall/door paint on first floor Paint deterioration on a basement wall
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Hatch Mott MacDonald
Facility Inspection Form
SC09- Painting

24) Pipe and Process Equipment Painting

Lime‐ Bulk Storage Silos Cold/service water recirculation system

Filter washwater piping

Raw water piping
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Valuation:
Now and Then

REAL ESTATE REPORT

Valuation Rates and Metrics
Spring 2014   |   VOL 43   |   NO 1
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 WWW.RERC.COM 41© 2014 REAL ESTATE RESEARCH CORPORATION. ALL RIGHTS RESERVED.

RERC REAL ESTATE REPORT - VALUATION RATES AND METRICSSPRING 2014   |   VOL 43   |   NO 1

1ST QUARTER 2014

1ST QUARTER 2014

Baltimore Investment Criteria     |     First-Tier1 Investment Properties

Pre-Tax Yield (%) Going-In Cap Rate (%) Terminal Cap Rate (%) Anticipated 1-Year Growth Rates

RERC 
Estimate

East 
Region U.S. RERC 

Estimate
East 

Region U.S. RERC 
Estimate

East 
Region U.S. National 

Value
East 
Value

National 
Rent

East 
Rent

Offc - CBD 8.1 8.5 8.8 6.5 6.8 7.1 7.1 7.7 7.8 2.4 2.0 2.0 1.3

Offc - Suburban 8.9 9.5 9.4 7.3 7.7 7.7 8.0 8.5 8.4 2.0 1.6 1.6 1.3

Ind - Warehouse 8.4 8.9 9.0 6.9 7.6 7.5 7.6 8.2 8.1 2.8 2.1 2.5 1.7

Ind - R&D 9.0 9.2 9.3 7.6 7.8 7.8 8.2 8.5 8.4 2.1 1.8 1.7 1.3

Ind - Flex 9.1 9.1 9.3 7.7 7.7 7.9 8.3 8.4 8.4 2.2 2.2 1.8 1.6

Ret - Reg Mall 7.9 8.5 8.7 6.4 7.1 7.3 7.1 7.9 8.0 1.6 1.4 1.4 1.1

Ret - Pwr Center 8.3 8.7 9.0 7.0 7.4 7.5 7.7 8.2 8.2 1.8 1.3 1.6 1.0

Ret - Neigh/
Comm. 8.2 8.8 9.0 6.8 7.4 7.6 7.4 8.1 8.2 2.2 1.8 1.9 1.5

Apartment 7.4 7.7 8.0 5.6 6.1 6.2 6.3 6.8 6.9 3.4 3.0 3.1 2.5

Hotel 9.5 9.7 10.0 7.8 8.1 8.3 8.5 8.8 9.0 2.7 2.1 2.3 1.7

Average 8.5 8.9 9.1 7.0 7.4 7.5 7.6 8.1 8.1 2.3 1.9 2.0 1.5
1 First-tier investment properties are defined as new or newer quality construction in prime to good locations.
Source: RERC Investment Survey.

BALTIMORE               

Boston Investment Criteria     |     First-Tier1 Investment Properties

Pre-Tax Yield (%) Going-In Cap Rate (%) Terminal Cap Rate (%) Anticipated 1-Year Growth Rates

RERC 
Estimate

East 
Region U.S. RERC 

Estimate
East 

Region U.S. RERC 
Estimate

East 
Region U.S. National 

Value
East 
Value

National 
Rent

East 
Rent

Offc - CBD 8.2 8.5 8.8 6.1 6.8 7.1 7.0 7.7 7.8 2.4 2.0 2.0 1.3

Offc - Suburban 9.5 9.5 9.4 7.4 7.7 7.7 8.3 8.5 8.4 2.0 1.6 1.6 1.3

Ind - Warehouse 9.1 8.9 9.0 7.4 7.6 7.5 7.9 8.2 8.1 2.8 2.1 2.5 1.7

Ind - R&D 9.6 9.2 9.3 7.9 7.8 7.8 8.3 8.5 8.4 2.1 1.8 1.7 1.3

Ind - Flex 9.6 9.1 9.3 7.8 7.7 7.9 8.4 8.4 8.4 2.2 2.2 1.8 1.6

Ret - Reg Mall 8.1 8.5 8.7 6.4 7.1 7.3 7.0 7.9 8.0 1.6 1.4 1.4 1.1

Ret - Pwr Center 8.6 8.7 9.0 7.1 7.4 7.5 7.7 8.2 8.2 1.8 1.3 1.6 1.0

Ret - Neigh/
Comm. 8.7 8.8 9.0 7.0 7.4 7.6 7.6 8.1 8.2 2.2 1.8 1.9 1.5

Apartment 7.4 7.7 8.0 5.5 6.1 6.2 6.3 6.8 6.9 3.4 3.0 3.1 2.5

Hotel 9.7 9.7 10.0 7.7 8.1 8.3 8.4 8.8 9.0 2.7 2.1 2.3 1.7

Average 8.9 8.9 9.1 7.0 7.4 7.5 7.7 8.1 8.1 2.3 1.9 2.0 1.5
1 First-tier investment properties are defined as new or newer quality construction in prime to good locations.
Source: RERC Investment Survey.
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Year Fixed* Percentage Rent**
Less Interest 

Credit***
Adjustment 
Factor**** Total

2009 2,679,000$            751,243$                (90,513)$                 56,138$                  3,395,868$            
2010 2,679,000$            784,580$                (90,513)$                 56,138$                  3,429,206$            
2011 2,679,000$            861,687$                (90,513)$                 56,138$                  3,506,312$            
2012 2,427,687$            890,738$                (67,884)$                 56,138$                  3,306,678$            
2013 1,673,747$            937,887$                -$                             56,138$                  2,667,772$            
2014 1,673,747$            947,990$                -$                             89,973$                  2,711,710$            
2015 1,673,747$            985,922$                -$                             89,973$                  2,749,643$            
2016 1,673,747$            1,025,378$            -$                             89,973$                  2,789,099$            
2017 1,673,747$            1,066,358$            -$                             89,973$                  2,830,079$            
2018 1,673,747$            1,109,022$            -$                             89,973$                  2,872,743$            
2019 1,673,747$            1,153,370$            -$                             131,666$                2,958,783$            
2020 1,673,747$            1,199,483$            -$                             131,666$                3,004,896$            
2021 1,673,747$            1,247,520$            -$                             131,666$                3,052,933$            
2022 1,673,747$            1,297,401$            -$                             131,666$                3,102,814$            
2023 1,673,747$            1,349,288$            -$                             131,666$                3,154,701$            
2024 1,673,747$            1,403,259$            -$                             186,188$                3,263,194$            
2025 1,673,747$            1,459,396$            -$                             186,188$                3,319,331$            
2026 1,673,747$            1,517,778$            -$                             186,188$                3,377,713$            
2027 1,673,747$            1,578,486$            -$                             186,188$                3,438,421$            
2028 1,673,747$            1,641,600$            -$                             186,188$                3,501,535$            
2029 1,673,747$            1,707,280$            -$                             258,296$                3,639,323$            
2030 1,673,747$            1,775,606$            -$                             258,296$                3,707,650$            
2031 1,673,747$            1,846,579$            -$                             258,296$                3,778,623$            
2032 1,673,747$            1,920,439$            -$                             258,296$                3,852,483$            
2033 1,673,747$            1,997,266$            -$                             258,296$                3,929,310$            
2034 1,673,747$            2,077,221$            -$                             353,566$                4,104,534$            
2035 1,673,747$            2,160,304$            -$                             353,566$                4,187,617$            

* Based on the Amended and Restated Facility Lease Schedule III. Also assumes refinancing of debt in 2022 at existing rates.
** Assuming actual production for 2009-2013 and 5 year average thereafter. The percentage rent rate 
 per year is based on the Amended and  Restated Facility Lease Schedule III
*** Assuming interest at 3.25% based on interest included in DPU 11-43. Interest credit eliminated with refinancing in 2012.
(90,593 (interest in the test year/2,785,000(required reserve for financing)=3.25%)
****Assuming the monthly percentage rent calculation does not fall below 20% of the fixed rent. 

HHWTP Production Levels 2009 1,133.202               
2010 1,136.428               
2011 1,179.951               
2012 1,175.022               
2013 1,185.169               

Average 1,161.954               

Summary of Operating Lease for Hingham/Hull District Water Treatment Facility (June 2014 Update)
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APPENDIX F – APPRAISAL CERTIFICATION 
 

We hereby certify the following statements regarding this appraisal: 
 

1. This appraisal report is a summary appraisal report, as defined in the Uniform Standards of 
Professional Appraisal Practice (USPAP) Standards Rule 2-2. 

2. The statements of fact contained in this report are true and correct. 

3. The reported analysis, opinions, and conclusions are limited only by the reported assumptions and 
limiting conditions and are my personal, impartial and unbiased professional analysis, opinions 
and conclusions.  

4. I have no present or prospective future interest in the subject property that is the subject of this 
appraisal report. 

5. I have previously appraised the subject property during the three years prior to this engagement. 

6. I have no personal interest or bias with respect to the subject matter of this report or the parties 
involved. 

7. My compensation for making the appraisal is in no way contingent upon the value reported or 
upon any predetermined value. 

8. My analysis, opinions, and conclusions were developed, and this report was prepared, in 
accordance with USPAP. 

9. I have not made a personal inspection of the property that is the subject of this report.  

10. As described herein, the firm of Hatch Mott provided significant professional assistance 
regarding the analyses, opinions, and conclusions set forth in this report. 

11. The reported analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the requirements of the code of professional ethics and the standards 
of professional appraisal practice of the professional organizations of which we are members. 

12. Disclosure of the contents of this report is subject to the requirements of the professional 
organizations of which we are members related to review by their duly authorized representatives. 

 

 

  

          9/15/14    

         Robert F. Reilly          Date 
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APPENDIX G – ASSUMPTIONS AND LIMITING CONDITIONS 
 
The primary assumptions and limiting conditions pertaining to the conclusion of value stated in this report 
are summarized below. Other assumptions are cited elsewhere in this report. 

 

1. The value conclusion arrived at herein is valid only for the stated purpose as of the date of the 
appraisal. 

2. We have accepted without any verification financial statements and other related information 
provided by the company or its representatives as fully and correctly reflecting the subject 
properties operating results for the respective periods, except as specifically noted herein. We 
have not audited, reviewed, or compiled the financial information provided to us. Accordingly, 
we express no audit opinion or any other form of assurance on this information. 

3. We obtained public information and industry and statistical information from sources we believe 
to be reliable. However, we make no representation as to the accuracy or completeness of such 
information and have performed no procedures to corroborate the information 

4. We do not provide assurance on the achievability of the results forecasted by the company 
because events and circumstances frequently do not occur as expected. Differences between 
actual and expected results may be material; and achievement of the forecasted results is 
dependent on actions, plans, and assumptions of management. 

5. We based the value conclusion arrived at herein on the assumption that the current level of 
management expertise and effectiveness would continue to be maintained and that the character 
and integrity of the subject property through any sale, reorganization, exchange, or diminution of 
the owners’ participation would not be materially or significantly changed. 

6. This report and the value conclusion arrived at herein are for the exclusive use of our client for 
the sole and specific purposes as noted herein. They may not be used for any other purpose or by 
any other party for any purpose. Furthermore, the report and value conclusion are not intended by 
the authors, and should not be construed by the reader, to be investment advice in any manner 
whatsoever. The value conclusion represents our considered opinion, based on information 
furnished by the company and other sources. 

7. Neither all nor any part of the contents of this report (especially the value conclusion, the identity 
of any valuation analysts, or the firm with which such valuation analysts are connected or any 
reference to any of their professional designations) should be disseminated to the public through 
advertising media, public relations, news media, sales media, mail, direct transmittal, or any other 
means of communication, including but not limited to the Securities and Exchange Commission 
or other governmental agency or regulatory body, without our prior written consent and approval. 

8. We are not environmental consultants or auditors, and we take no responsibility for any actual or 
potential environmental liabilities. Any person entitled to rely on this report, wishing to know 
whether such liabilities exist, or the scope and their effect on the value of the property, is 
encouraged to obtain a professional environmental assessment. We do not conduct or provide 
environmental assessments and have not performed one for the subject property. 

9. We have not independently determined whether the subject property is subject to any present or 
future liability relating to environmental matters (including, but not limited to 
CERCLA/Superfund liability) nor the scope of any such liabilities. Our appraisal takes no such 
liabilities into account, except as they have been reported to us by the company or by an 
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environmental consultant working for the company, and then only to the extent that the liability 
was reported to us in an actual or estimated dollar amount. Such matters, if any, are noted in the 
report. To the extent such information has been reported to us, we have relied on it without 
verification and offer no warranty or representation as to its accuracy or completeness. 

10. We have not made a specific compliance survey or analysis of the subject property to determine 
whether it is subject to, or in compliance with, the American Disabilities Act of 1990, and this 
appraisal does not consider the effect, if any, of noncompliance. 

11. No change of any item in this appraisal report will be made by anyone other than us, and we have 
no responsibility for any such unauthorized change.  

12. Unless otherwise stated, no effort has been made to determine the possible effect, if any, on the 
subject property due to future federal, state, or local legislation, including any environmental or 
ecological matters or interpretations thereof. 

13. If prospective financial information approved by management has been used in our work, we 
have not examined or compiled the prospective financial information. Therefore, we do not 
express an audit opinion or any other form of assurance on the prospective financial information 
or the related assumptions. Events and circumstances frequently do not occur as expected, and 
there will usually be differences between prospective financial information and actual results, and 
those differences may be material. 

14. Except as noted, we have relied on the representations of the owners, management, and other 
third parties concerning the value and useful condition of all real estate and any other assets or 
liabilities, except as specifically stated to the contrary in this report. We have not attempted to 
confirm whether or not all real estate are free and clear of liens and encumbrances or that the 
entity has good title to all real estate. 
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ROBERT F. REILLY, CPA 
 
 

Robert Reilly is a managing director of Willamette Management Associates. His practice includes 
business valuation, forensic analysis, and financial opinion services.  
 
Robert has performed the following types of valuation and economic analyses: economic event analyses, 
merger and acquisition valuations, divestiture and spin-off valuations, solvency and insolvency analyses, 
fairness and adequacy opinions, ESOP formation and adequate consideration analyses, private 
inurement/intermediate sanctions opinions, acquisition purchase accounting allocations, reasonableness of 
compensation analyses, restructuring and reorganization analyses, tangible asset/intangible asset 
intercompany transfer price analyses, and lost profits/economic damages analyses. 
 
He has prepared these valuation and economic analyses for the following purposes: transaction pricing 
and structuring (merger, acquisition, liquidation, and divestiture); taxation planning and compliance 
(federal income, gift, and estate tax; state and local property tax; transfer tax); financing securitization and 
collateralization; employee corporate ownership (ESOP employer stock transactions and compliance 
valuations); forensic analysis and dispute resolution; corporate strategic planning and management 
information; bankruptcy and troubled company support (recapitalization, reorganization, restructuring); 
financial accounting and public reporting; and regulatory compliance and corporate governance. 
 
Robert has valued the following types of business entities and securities: close corporation business 
enterprise, close corporation fractional ownership interests, public corporation restricted stock, public 
corporation subsidiaries/ divisions, complex capital structures (various classes of common/preferred 
stock; options, warrants, grants, rights), general and limited partnership interests, joint ventures, 
proprietorships, professional service corporations, professional practices, LLPs and LLCs, license 
agreements, and franchises. 
 
He has performed valuation, remaining useful life, lost profits/economic damages, and arm’s-length 
royalty rate/transfer price analyses related to the following types of intangible assets: advertising 
campaigns and programs, appraisal plants, broadcast licenses, building permits, cable TV franchises, 
certificates of need, computer software, computer databases, contract rights, core depositors, copyrights, 
credit information files, customer and supplier contracts, customer lists and customer relationships, 
development/commercialization rights, distribution rights, distribution systems, employment contracts, 
engineering drawings, film libraries, franchise contracts and rights, going-concern value, goodwill, 
leasehold interests, licenses, literary compositions, loan portfolios, management contracts, manuscripts, 
mining and mineral rights, mortgage servicing rights, musical compositions, noncompete covenants, 
patent applications, patents, patient charts and records, permits, possessory interests, prizes and awards, 
procedural manuals, production backlogs, proprietary technology, solicitation rights, subscriber lists, 
technical documentation and libraries, trained and assembled workforces, trade names, trademarks, trade 
secrets, training manuals and documentation, and air/water/land use rights. 
 
Robert has performed business and property valuations in the following industries: accounting and 
consulting, advertising, administrative services, aerospace, apparel, appraisal, automobile dealerships, 
automobile manufacturing, automobile suppliers, aviation, bottling, broadband, brokerage, cable 
television, cement, chemical, commercial banking, chemicals, communications, computer services, 
construction and contracting, consumer finance, consumer products, cosmetics, cruise ship lines, data 
processing, decontamination, defense, distribution, education, entertainment, equipment leasing, fast 
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food, financial services, food processing, food service, forest products, grocery, health care, home health 
services, hotel and hospitality, insurance, internet, investment banking, leasing, manufacturing, marine, 
medical and dental practice, mining and mineral extraction, money management, natural resources, 
petrochemical, petroleum, pharmaceuticals, plastics, printing, public utilities, publishing, radio 
broadcasting, railroad, real estate development, recreational services, refinery, restaurant, retailing, 
shipping, steel, telecommunications, television broadcasting, textiles, thrift institutions, transportation and 
trucking, vacation and leisure, vocational training, waste management, water and wastewater, and 
wholesaling. 
 
He has prepared financial advisory analyses and economic analyses for merger and acquisition purposes: 
identification of M&A targets, valuation of target company synergistic/strategic benefits, identification 
and assessment of divestiture/spin-off opportunities, economic analysis of alternative deal structures, 
negotiation of deal price and terms, assessment of fairness and solvency of proposed transactions, and 
design/valuation of alternative equity and debt instruments. 
 
Robert has valued the following types of real property interests: commercial office buildings, easements, 
facades, hospitals, hotels, industrial cooperatives, industrial and manufacturing facilities, industrial parks, 
land improvements and infrastructures, mines, nursing homes, quarries, railroads, regional shopping 
malls, residential apartment complexes, restaurants, retail stores, rights of way, strip shopping malls, 
timber land, vacant rural land, vacant urban land, and warehouses. These valuations have valued the 
following real estate interests: fee simple, leasehold interest, leasehold estate, possessory interests, life 
interests, reversionary interest, air rights, water rights, mineral rights, use rights and development rights. 
 
Robert has been accepted as an expert witness in various federal, state, and international courts and before 
various boards and tribunals. This expert testimony has related to business, stock, and property valuation 
matters and to lost profits/economic damages matters. He has served as an expert witness in the following 
types of litigation: bankruptcy, breach of contract, breach of fiduciary duty, condemnation, 
conservatorship, corporate dissolution, expropriation, federal income tax, federal gift and estate tax, 
intellectual property infringement, lender liability, marital dissolution, dissenting shareholder appraisal 
rights/shareholder oppression, property tax appeal, reasonableness of executive compensation, solvency 
and insolvency, stockholder suits, tort claims, wrongful death/personal injury, and reasonableness of 
royalty rates and/or transfer prices. He has served as a court-appointed arbitrator with respect to squeeze-
out merger dissenting shareholder rights actions. 
 
 
PREVIOUS EXPERIENCE 
Prior to Willamette Management Associates, Robert Reilly was a partner and national director of 
valuation services for the Deloitte & Touche accounting firm. Prior to Deloitte & Touche, Robert Reilly 
was vice president of Arthur D. Little Valuation, Inc., a valuation services firm. Prior to that, Robert was 
the director of corporate development for Huffy Corporation, a manufacturing company. Prior to that, he 
was a senior consultant for Booz, Allen & Hamilton, a management consulting firm. 
 
 
EDUCATION 
Master of Business Administration, finance, Columbia University Graduate School of Business 
 
Bachelor of Arts, economics, Columbia University 
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PROFESSIONAL AFFILIATIONS 
Accredited in Business Valuation (ABV)—American Institute of Certified Public Accountants 
Accredited Senior Appraiser (ASA)—American Society of Appraisers, in business valuation 
Accredited Tax Advisor (ATA)—Accreditation Council for Accountancy & Taxation 
Associate Member—Appraisal Institute 
Certified Business Appraiser (CBA)—Institute of Business Appraisers 
Certified in Financial Forensics (CFF)—American Institute of Certified Public Accountants 
Certified Management Accountant (CMA)—Institute of Management Accountants 
Certified Public Accountant (CPA)—Ohio and Illinois 
Certified Real Estate Appraiser (CREA)—National Association of Real Estate Appraisers 
Certified Review Appraiser (CRA)—National Association of Review Appraisers and Mortgage 

Underwriters 
Certified Valuation Analyst (CVA)—National Association of Certified Valuators and Analysts 
Certified Valuation Consultant (CVC)—National Association of Review Appraisers and Mortgage 

Underwriters 
Chartered Financial Analyst (CFA)—CFA Institute 
Chartered Global Management Accountant (CGMA)—Association of International Certified Professional 

Accountants 
Enrolled Agent (EA)—licensed to practice before the Internal Revenue Service 
 
Robert is a member of the American Bankruptcy Institute, American Economic Association, American 
Institute of Certified Public Accountants, American Society of Appraisers, Business Valuation 
Association, The ESOP Association, Illinois Society of Certified Public Accountants, Institute of Business 
Appraisers, CFA Institute, Institute of Professionals in Taxation, Institute of Certified Management 
Accountants, International Association of Assessing Officers, National Association of Business 
Economists, National Association of Real Estate Appraisers, and Ohio Society of Certified Public 
Accountants. 
 
Robert is a state certified general appraiser in Illinois and several other states. 
 
He has completed the following Appraisal Institute appraisal courses: 110–appraisal principles, 120–
appraisal procedures, 200R–residential market analysis and highest & best use, 210–residential case 
study, OL300GR–online real estate finance statistics and valuation modeling, 310–basic income 
capitalization, 320–general applications, 400–USPAP update, 410A–standards of professional practice, 
420–standards of professional appraisal practice, 420B–business practices and ethics, 430C–standards of 
professional practice, 510–advanced income capitalization, 520–highest and best use analysis, 530–
advanced cost and sales comparison approaches, 540–report writing and valuation analysis, 550–
advanced applications, SE700–the appraiser as an expert witness: preparation & testimony, online using 
your HP12C financial calculator, 7-hour National USPAP course, and 15-hour National USPAP course. 
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