
Application of Aqua Pennsylvania Wastewater, Inc.,  
Pursuant to Sections 1102 and 1329 of the Code,  

for Approval of the Wastewater System Assets of Limerick Township 
A-2017-2605434 

 
 

Issue Commissioners 

1.  Rate Stabilization Plan – Revenue Allocation Commissioner 
     (R.D. at 18-21) Coleman  
      Commissioner 
 Sweet 
 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ concluded that as a condition for approval, the Commission retains the 
authority to allocate revenues, if appropriate, to Limerick Township (Limerick or 
Township) customers in excess of the restrictions in the Asset Purchase Agreement 
(APA) and that Aqua Pennsylvania Wastewater, Inc. (Aqua or Company) and its 
shareholders bear all risk of a shortfall between revenues it is permitted to recover 
and costs it incurs with respect to the system. 
(R.D. at 18-21). 

  
Company The Company included a tariff with its Application that establishes rates equal to 

existing Limerick rates consistent with Section 1329(d)(4) of the Code.  The tariff 
will remain in effect until new rates are approved by the Commission in a base rate 
proceeding.  The Commission should not approve the proposed ALJ condition in its 
final Order. 
(Aqua Exc. at 3-5). 

  
OCA The ALJ properly imposed conditions on Aqua to ensure that the Company’s 

existing customers are not unfairly burdened by any revenue shortfalls resulting 
from limitation in the APA. 
(OCA R. Exc. at 2-3). 
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Issue Commissioners 

2.  Rate Stabilization Plan – Regulatory Asset Commissioner 
     Treatment Coleman  
     (R.D. at 21-22) Commissioner 
 Sweet 
 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ determined that Aqua’s proposal to split the $75.1 million ratemaking rate 
base into an initial rate base of $60 million and a regulatory asset of $15.1 million 
should not be approved at this time. 
(R.D. at 21-22). 

  
Company Aqua’s rate stabilization plan, including the use of a regulatory asset, is permitted, 

reasonable, and ultimately beneficial to customers.  The plan should be fully vetted 
and reviewed in the Company’s next base rate case. 
(Aqua Exc. at 5-8). 

  
I&E/OCA The ALJ correctly found that Aqua’s proposal to split ratemaking rate base violates 

the language of Section 1329 and is not consistent with typical regulatory asset 
treatment.  Thus, the ALJ appropriately rejected the proposal. 
(I&E R. Exc. at 2-4; OCA R. Exc. at 4-5). 
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Issue Commissioners 

3.  Rate Base Valuation – Ability to Challenge Fair Commissioner 
     Market Value Appraisals Coleman  
     (R.D. at 23-26) Commissioner 
 Sweet 
 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ found that it was appropriate for the Parties to question or challenge the 
fair market value appraisals and the proposed rate base value of the acquired assets 
and to submit evidence and develop a record in support of their respective 
positions. 
(R.D. at 23-26). 

  
Company Aqua contended that the General Assembly did not intend for fair market valuation 

to be a matter of traditional litigation.  Rather, in Section 1329 proceedings the 
acquiring utility and the selling municipality agree to use Section 1329 procedures 
which contain consumer protections built into the statute.  The statutory language, 
requiring fair market value to be determined by the UVEs, must be followed and 
the R.D. should be reversed. 
(Aqua Exc. at 8-11). 

  
I&E/OCA The ALJ correctly found that Section 1329 does not strip the Commission of its 

duty to assure the public interest and compliance with the Code.  Other parties are 
permitted to fully review and analyze the fair market appraisals.  
(I&E R. Exc. at 4-6; OCA R. Exc. at 5-9). 
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Issue Commissioners 

4.  Rate Base Valuation – HRG Fair Market Value Commissioner 
a. Income Approach – Income Tax Expenses Coleman  

          and Discount Rate Commissioner 
(R.D. at 31-32) Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ adopted several adjustments to the income approach of Herbert, Rowland 
& Grubic, Inc. (HRG).  The first adjustment is to the calculation of income taxes in 
the HRG DCF analysis.  The second adjustment is to the discount rate used in the 
analysis.  HRG used a discount rate of 2.5% and the ALJ adopted a discount rate of 
6.9%, which he described as reflective of a true cost of capital. 
(R.D. at 31-32). 

  
Company The adjustment to income taxes would result in accompanying adjustments to the 

revenue requirement used in the HRG DCF analysis.  But the R.D. makes no 
allowance for any necessary, concomitant rate allowances resulting from the 
changes in income tax rates.  Also, the recommended discount rate of 6.9% is 
overstated in that it fails to reflect the changes in utility plant additions and other 
changes that have occurred since the prior Aqua rate filing.  The Commission 
should decline to adopt the proposed adjustments to income taxes and the discount 
rate in the HRG DCF analysis within the income approach. 
(Aqua Exc. at 14-16). 

  
OCA There are no concomitant adjustments that need to be made in response to OCA’s 

recommended corrections to the income tax calculation and the ALJ properly 
adopted OCA’s recommended adjustments.  Also, the ALJ’s recommended 
discount rate of 6.97% is reasonable and appropriate.   
(OCA R. Exc. at 10-14). 
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Issue Commissioners 

4.  Rate Base Valuation – HRG Fair Market Value Commissioner 
b. Income Approach – “Going Value” Adder Coleman  

          and Provisions for “Erosion of Cash Flow” Commissioner 
(R.D. at 31-32) Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ agreed to adopt the OCA’s additional recommended adjustments to the 
income approach of HRG – to remove the “going value” adder of $4 million and 
the “erosion of cash flow” deduction of $370,000.    
(R.D. at 32-33). 

  
Company The going value adder is a calculation of the working capital already expended by 

the Township to become operational.  The evidence of record supports its inclusion 
in the HRG income approach to fair market value.  Also, erosion of cash flow is 
reasonably expected to occur between rate cases and the record supports the 
inclusion of a reduction to fair market value as applied by HRG.  The Commission 
should decline to adopt the proposed removal of the going value adder and the 
provision for the erosion of cash flow from the HRG DCF analysis within the 
income approach.  
(Aqua Exc. at 16-17). 

  
OCA The OCA contends that there will be no new costs to attract customers because the 

Township is a regulated monopoly and the customer base is known with certainty.  
Also, Aqua has the resources and expertise to operate the Township’s system.  The 
OCA does not provide arguments in opposition to the Company’s proposal to retain 
the erosion of cash flow deduction.     
(OCA R. Exc. at 14-15). 
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Issue Commissioners 

4.  Rate Base Valuation – HRG Fair Market Value Commissioner 
c. Income Approach – Rate of Return/Rate  Coleman  
      Base Analysis Commissioner 
(R.D. at 33-34) Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ agreed with the OCA recommendation that because of flaws and 
unreasonable assumptions in HRG’s rate of return/rate base analysis no 
consideration should be given to this analysis. 
(R.D. at 33-34). 

  
Company HRG’s use of reproduction cost new instead of original cost in its present value 

analysis is neither a flaw or unreasonable, but is consistent with the fair market 
value objectives of the legislation.  Also, the Company contends that HRG’s 
estimated rate of return of 7.5% and the OCA’s 6.9% cost of capital are sufficiently 
similar and that HRG’s analysis is neither a flaw or unreasonable.  As to the 
criticism of HRG’s use of a 2.5% discount rate, Aqua argues that there have been 
changes in revenues, expenses and utility plant investments for which the OCA 
fails to account.  Further, the Company contends that HRG’s estimated annual and 
accumulated depreciation expense based on reproduction cost new is entirely 
consistent with the fair market value objectives of Section 1329. 
(Aqua Exc. at 17-19). 

  
OCA The OCA asserts that its calculation of 6.9% is based on current Aqua-specific debt 

cost and capital structure data and the return on equity is based on the most recently 
litigated water cost of equity determined in October 2016.  Further, the OCA 
submits that HRG’s depreciation expense is overstated and that HRG’s rate 
base/rate of return should be disregarded. 
(OCA R. Exc. at 15-17). 
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Issue Commissioners 

5.  Rate Base Valuation – HRG Fair Market Value Commissioner 
a. Cost Approach – Reproduction Cost of  Coleman  
      Collection Mains Commissioner 
(R.D. at 36-37) Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ adopted several adjustments to the cost approach of HRG including the 
OCA’s argument that HRG did not establish a reasonable basis for separately 
valuing collector mains.  Accordingly, the ALJ decreased HRG’s reproduction cost 
calculation by $19,195,429. 
(R.D. at 36-37). 

  
Company HRG treated collection system mains as a special circumstance because the original 

cost of those mains using a construction cost index was significantly understated.  
According to Aqua, HRG appropriately used actual costs for projects in the same 
general vicinity of the Township.  The Commission should decline to adopt the 
adjustment to the HRG valuation of the collector mains. 
(Aqua Exc. at 19-20). 

  
OCA HRG derived the reproduction cost using the same methodology for all plant except 

the collection system mains.  The OCA argues that HRG presented no reasonable 
basis for treating this plant differently and thereby to increase the overall 
reproduction cost.  Also, there is no reasonable basis to conclude that another 
utility’s costs are more accurate than the costs specifically reported for the 
Township’s system.  Per the OCA, the HRG analysis should be applied uniformly 
to all types of plant, including collection mains, which would decrease the 
reproduction cost by $19,195,429. 
(OCA R. Exc. at 17-19). 
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Issue Commissioners 

5.  Rate Base Valuation – HRG Fair Market Value Commissioner 
b. Cost Approach – Reproduction Cost of Land  Coleman  
(R.D. at 37) Commissioner 
 Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ rejected the OCA’s recommendation that would have removed land from 
the HRG reproduction cost analysis and would have reduced the HRG cost 
approach by $756,159.  The ALJ explained that he was applying the ENR index to 
land consistent with all other utility plant.  Although recognizing that the ENR 
index may not be the most appropriate index, the ALJ declined to determine that 
the land’s original cost was a more appropriate method than the analysis used by 
HRG. 
(R.D. at 37). 

  
OCA The OCA argues that land does not depreciate and thus the original cost, without 

increasing it by a trend factor, is an appropriate measure of its current price level.  
According to the OCA, the ALJ erred in rejecting the OCA adjustment. 
(OCA Exc. at 5-7). 

  
Company HRG explained that, in the absence of a cost trend index such as ENR, each parcel 

of land would have to be separately appraised based on its highest and best use.  
According to Aqua, separate appraisals were not performed and HRG reasonably 
assumed that land values grew roughly along lines of general inflation of the assets 
and justifiably used the ENR index.  Thus, the Commission should decline to adopt 
the proposed adjustment. 
(Aqua R. Exc. at 8-9). 
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Issue Commissioners 

5.  Rate Base Valuation – HRG Fair Market Value Commissioner 
c. Cost Approach – Future Capital Projects Coleman  
(R.D. at 37) Commissioner 
 Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ adopted the OCA’s recommendation to remove $4.5 million of future 
capital projects from the HRG cost approach because the inclusion of these projects 
did not add value to the Township system at the time of the acquisition. 
(R.D. at 37). 

  
Company Aqua notes that the ALJ adopted the OCA recommendation here, but rejected the 

same adjustment in his discussion of the market approach to value.  The Company 
argues that it is reasonable to consider capital improvements that are not paid by 
the Township as a real cost to be assumed by the acquiring entity and should be 
considered as part of the compensation.  The failure to recognize future facilities 
would understate the fair market value and the HRG appraisal.  The Commission 
should decline to adopt the adjustment to remove future capital projects from the 
HRG cost approach. 
(Aqua Exc. at 20-21). 

  
OCA The addition of future capital projects for valuation purposes would result in Aqua 

double recovering for the same costs.  Per the OCA, the Company will later be 
compensated for capital expenditures through the traditional ratemaking 
methodology and there should be no recovery for the capital expenditures at this 
time. 
(OCA R. Exc. at 19-20). 
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Issue Commissioners 

5.  Rate Base Valuation – HRG Fair Market Value Commissioner 
d. Cost Approach – “Going Value” Adder  Coleman  
(R.D. at 38) Commissioner 
 Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ adopted the OCA’s recommendation to remove HRG’s “going value” 
adder of $4 million from the HRG cost approach.  The ALJ agreed with the OCA 
that the inclusion of the adder is not logical, is contradictory to HRG’s analyses, 
and contains numerous double counts. 
(R.D. at 37). 

  
Company Aqua asserts that the going value adder represents funds already incurred by the 

Township when it began operation.  The adder should be included in the fair 
market value appraisal and the Township should receive compensation for such 
costs that have already been spent.  The Commission should decline to adopt the 
removal of the going value adder from the HRG cost approach. 
(Aqua Exc. at 21-22). 

  
OCA The OCA argues that HRG’s analysis is flawed and the calculation of the adder 

itself contained errors such as an unreasonable revenue growth rate and an illogical 
net income calculation.  The ALJ properly found the adder to be without merit. 
(OCA R. Exc. at 20-21). 
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Issue Commissioners 

6.  Rate Base Valuation – HRG Fair Market Value Commissioner 
a. Market Approach – Customer Count  Coleman  
(R.D. at 38-39) Commissioner 
 Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ adopted the OCA’s argument that HRG’s use of a projected customer 
count of 7,246 customers is not appropriate.  HRG applied an average customer 
cost ($8,661 per customer) to the projected customer count and obtained a market 
value of $62,760,000.  Instead, the ALJ found that the current, actual customer 
count of 5,434 should be used.  By applying the average customer cost to the actual 
customer count, the market value should be $47,060,000. 
(R.D. at 38-39). 

  
Company Aqua contends that the USPAP requires consideration of customer growth in the 

FMV appraisal.  The Company argues that customer growth is relevant because all 
future development that can be served by the system must connect to it pursuant to 
a Limerick ordinance.  Further, the Company asserts that although Limerick is 
currently billing approximately 7,300 equivalent dwelling units (EDUs), there are 
approximately 8,400 EDUs already purchased.   The Commission should decline to 
adopt the removal of the projected customer count from the HRG market approach.   
(Aqua Exc. at 22-23). 

  
OCA The OCA argues that HRG obtained an overstated cost per customer by using the 

current number of customers for other systems and multiplying the number by the 
projected number of Limerick customers.  The ALJ properly accepted the OCA’s 
adjustment. 
(OCA R. Exc. at 21). 
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Issue Commissioners 

6.  Rate Base Valuation – HRG Fair Market Value Commissioner 
b. Market Approach – Future Capital Projects  Coleman  
(R.D. at 39) Commissioner 
 Sweet 

 Vice Chairman 
 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ rejected the OCA’s proposed adjustment to remove the cost of future 
capital improvements from the purchase prices of comparable systems.  The ALJ 
agreed with Aqua that HRG’s calculation correctly included an adder for future 
capital improvements, identified as $4,533,000 in the engineering report. 
(R.D. at 39). 

  
OCA The OCA notes that for comparable systems HRG used the purchase price plus the 

value of capital improvements.  But for Limerick, HRG used only the purchase 
price and did not account for the $8.3 million of capital investments anticipated by 
Aqua.  Thus, the OCA argues that purchase price values of comparable systems 
versus the Limerick system are inconsistent.  The OCA also asserts that the 
addition of future capital improvements for valuation purposes creates a double-
count to the detriment of rate payers.  The costs of capital improvements to be paid 
by Aqua are not a benefit to the Company and under the circumstances Aqua 
should be paying less for the system. 
(OCA Exc. at 7-9). 

  
Company Aqua contends that the USPAP and the Final Implementation Order require 

consideration of future capital improvements in the FMV appraisal.  The ALJ 
properly recognized $4,533,000 in capital improvements planned by Limerick as a 
Limerick asset.   
(Aqua R. Exc. at 9-10). 
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Issue Commissioners 

7.  Rate Base Valuation – Gannett Fleming  Commissioner 
Fair Market Value  Coleman  
a. Income Approach – 13-Year Terminal Value Commissioner 
(R.D. at 34-36) Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ explained that Gannett Fleming (Gannett) obtained a value under the 
income approach based on several DCF averages conducting two DCF analyses 
each from both a buyer’s and a seller’s perspective.  The OCA objected to 
Gannett’s use of a 13-year terminal value and proposed a DCF valuation using 50 
years of discounted net cash flow with no termination value.  The ALJ agreed with 
Aqua’s position and accepted Gannett’s income valuation of $75,204,407. 
(R.D. at 34-36). 

  
OCA The OCA argues that Gannett’s calculation using a forecasted terminal value is 

unreasonable and produces unreasonable results.  The OCA contends, in part, that 
its model makes more reasonable assumptions regarding the useful life of the 
Limerick’s system without total or significant replacement as it wears out over 50 
years.  The OCA requests that the Commission adopt the OCA model. 
(OCA Exc. at 10-13). 

  
Company Aqua contends that the OCA misunderstands the use of terminal value.  The 

Company also asserts that the OCA’s alternative approach essentially caps the life 
of the business to 50 years which is not in accordance with accepted valuation 
practice and understates the value of the entity.  According to Aqua, the evidence of 
record supports use of terminal value and the Commission should decline to adopt 
the OCA’s alternative calculation. 
(Aqua R. Exc. at 10-12). 
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Issue Commissioners 

7.  Rate Base Valuation – Gannett Fleming  Commissioner 
Fair Market Value  Coleman  
b. Income Approach – Discount Rates  Commissioner 
(R.D. at 35-36) Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ rejected the OCA’s alternative discount rates on the basis that the OCA 
did not show that Gannett’s discount rates were unreasonable. 
(R.D. at 35-36). 

  
OCA The OCA contends that there was ample evidence to show that Gannett’s failure to 

include equity in the discount rate from a municipal perspective was unreasonable 
and served to inflate the appraisal result.  The OCA argues that it provided more 
appropriate discount rates using a municipal utility’s cost of capital and an investor 
owned utility’s (IOU’s) cost of capital.  Per the OCA, the recommended valuation 
from the municipal utility’s perspective of $51,320,000 and from the IOU 
perspective of $55,864,000 are reasonable and should be adopted. 
(OCA Exc. at 13-17). 

  
Company Aqua asserts that the OCA’s proposal to use a discount rate using Limerick’s equity 

capital and debt is neither reasonable nor in accordance with accepted valuation 
practice.  The Company argues that the OCA has not provided sufficient evidence 
or the necessary reasoning to show that Gannett’s income approach is unreasonable 
and thus Gannett’s income approach valuation of $75,204,407 should be adopted. 
(Aqua R. Exc. at 13-15). 
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Issue Commissioners 

8.  Public Interest and Affirmative Public Benefits  Commissioner 
(R.D. at 40-47) Coleman  

 Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ considered the Commission’s guidance in Aqua’s prior application in the 
New Garden proceeding and determined that the Company has proven that the 
transaction is in the public interest and that the public at large, including Aqua’s 
existing customers, will realize affirmative public benefits sufficient to warrant 
approval of its Application.  The affirmative public benefits shown by Aqua 
coupled with the conditions – requiring a cost of service study in the next rate case 
and Aqua’s shareholders bearing the risk of any shortfall between revenue from the 
Limerick customers and the cost of providing service – will assure that the 
requirements of Chps. 11 and 13 of the Code are satisfied.  (R.D. at 40-47). 

  
I&E/OCA I&E argues that the ALJ erred by basing his decision solely on the Commission’s 

decision in New Garden.  According to I&E, Aqua’s Application failed to identify 
any affirmative benefits for existing customers.  I&E outlines the detriments in 
which Aqua’s existing ratepayers will be required to subsidize the Limerick 
customers and that Limerick’s customers will be expected to pay substantially 
higher rates after the 3-year rate freeze.  I&E asserts that Limerick is not a system 
that needs to be acquired to prevent it from facing financial hardship.  The OCA 
argues that the ALJ compared Aqua’s acquisition of the Limerick system to the 
New Garden acquisition rather than reviewing Limerick on a stand-alone basis.  
The OCA contends, in part, that the ALJ did not consider the substantial harm to 
customers and improperly concluded that long-term cost sharing and lack of 
adverse impact on management and operations equate to affirmative public 
benefits.  (I&E Exc. at 3-8; OCA Exc. at 18-21). 

  
Company Aqua outlines its asserted public benefits and proffers that there is no basis to 

contend that the ALJ erred.  The Company argues that even with the required 
ratemaking rate base determination, Aqua is not proposing any change to existing 
rates of either Limerick customers or Aqua’s existing customers.  Rather, any 
potential rate effects are reserved for a future rate proceeding.  Aqua also states that 
I&E’s contention that Section 1329 is limited to financially troubled systems has no 
statutory support.  (Aqua R. Exc. at 13-15). 
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Issue Commissioners 

9.  Imposition of 6-Month Statutory Deadline Commissioner 
(R.D. at 47-48) Coleman  

 Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The OCA argued that Section 1329(d) establishes a 6-month deadline for the 
Section 1329 determination but does not require the same 6-month limit for the 
Section 1102 determination.  The ALJ held that the Commission already decided 
this issue in New Garden ruling that when the acquiring entity is a certificated 
public utility there will be no bifurcation and a decision on the Application must be 
issued within the statutory 6-month deadline. 
(R.D. at 47-48). 

  
OCA The OCA contends that under the Rules of Statutory Construction, the 6-month 

deadline applies only to the Section 1329 determination and that no language in the 
statute supports a finding that the deadline applies to a Section 1102 determination.  
Also, applying the deadline to a Section 1102 determination restricts the 
Commission’s from conducting a full and meaningful review of the record to 
perform the public interest analysis.  The Commission should find that no deadline 
restricts the time in which the Commission may make Section 1102 determinations. 
(OCA Exc. at 21-23). 

  
Company Aqua cites to the New Garden determination and argues that the express language 

of the statute is clear and unambiguous and phrased in mandatory terms.  The 
Company contends that Section 1329 and Section 1102 considerations must both be 
concluded within the 6-month statutory limit. 
(Aqua R. Exc. at 17-18). 
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Issue Commissioners 

10.  Revised DSIC Tariff and LTIIP Commissioner 
(R.D. at 48-49) Coleman  

 Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ rejected the OCA’s proposal to require the Company to file tariff changes 
and a revised Long Term Infrastructure Plan (LTIIP) within 30 days of Order entry.  
The ALJ found that it is not necessary to include a requirement that it comply with 
the requirements set forth in the Commission’s Implementation Order. 
(R.D. at 48-49). 

  
OCA The OCA asserts that it is not uncommon for the Commission to include conditions 

of approval that reaffirm or mandate a utility’s adherence to the Code, the 
Regulations or prior Commission Orders.  Additionally, the Commission has 
previously imposed a 30-day deadline for filing a revised LTIIP.  The OCA 
requests that if the Application is approved and Limerick customers begin paying a 
DSIC before the effective date of rates established in Aqua’s next base rate case, 
the Commission condition its approval on Aqua’s filing of the required tariff 
changes and revised LTIIP within 30 days of Order entry. 
(OCA Exc. at 23-25). 

  
Company Aqua contends that the 30-day filing requirement is not necessary and is not part of 

the Commission’s Final Implementation Order.  The Company also contends that it 
already filed a tariff modification enabling it to apply its DSIC to Limerick 
customers.  Further, Aqua asserts that it will amend its LTIIP before charging DSIC 
to Limerick customers. 
(Aqua R. Exc. at 18). 
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Issue Commissioners 

11.  66 Pa. C.S. § 507 Approvals Commissioner 
a. 20-Day Filing Requirement Coleman  

(R.D. at 50) Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ directed Aqua to file the APA and all relevant municipal agreements it is 
assuming under the APA with the Commission under separate “U” dockets within 
20 days of Order entry. 
(R.D. at 50). 

  
Company Aqua does not object to the filing of municipal agreements it is assuming within 20 

days of Order entry.  However, the Company argues that if the Commission directs 
the filing of assignment agreements, the Company should be permitted to file the 
executed agreements after closing (and thereby beyond 20 days) under separate 
“U” dockets as was directed by the Commission in the Scranton Sewer Authority 
proceeding. 
(Aqua Exc. at 24). 

  
I&E I&E argues that the 20-day period for filing the agreements does not cure the 

Section 507 defect because Aqua failed to request approval of such agreements in 
its Application.  I&E alleges that the Parties have not been apprised of which 
municipal agreements Aqua is seeking approval to assume under Section 507.  
Moreover, I&E asserts that under Section 507, the Commission may institute 
proceedings prior to the effective date of the contract to determine the 
reasonableness, legality or any other matter affecting the validity of the contract. 
However, if municipal contracts are not filed until 20 days after the final 
Commission Order, the Commission will be deprived of the opportunity to institute 
proceedings pursuant to Section 507. 
(I&E R. Exc. at 6-7). 
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Issue Commissioners 

11.  66 Pa. C.S. § 507 Approvals Commissioner 
b. Prior Filing of Agreements  Coleman  

(R.D. at 50) Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ directed Aqua to file the APA and all relevant municipal agreements it is 
assuming under the APA with the Commission under separate “U” dockets within 
20 days of Order entry. 
(R.D. at 50). 

  
I&E I&E argues that Aqua’s Application must be rejected for failure to comply with the 

filing requirement under Section 507 (that contracts between a certificated utility 
and a municipality be filed at least 30 days prior to effective date of the contract).  
Additionally, I&E asserts, the Application must be rejected for failure to request 
Commission approval of municipal agreements under Section 507.  I&E objects to 
Aqua’s explanation that the Company’s catch-all provision requesting any 
approvals deemed necessary by the Commission cures any Section 507 defect.  
I&E also objects to the ALJ’s effort to remedy the situation by directing Aqua to 
file the APA and other municipal agreements within 20 days of Order entry.  Such 
a remedy is ineffective because it would prevent the Commission from instituting a 
proceeding prior to the effective date of the contract to determine the 
reasonableness, legality or any matte affecting the validity of the contract. 
(I&E Exc. at 8-10). 

  
Company Aqua argues that the Section 507 issues raised by I&E do not warrant denial of the 

Application.  Rather, consistent with Scranton Sewer Authority and the recent 
Order in New Garden, I&E’s objections should be dismissed.  The agreements 
being assigned were referenced in the APA, addressed in the Application and filed 
with Commission as a confidential exhibit to the Application.  No Party objected to 
the assignment or assumption of the agreements.  Aqua requests that the 
Commission issue ordering paragraphs pertaining to the filing of the APA and the 
agreements similar to those issued in the New Garden proceeding. 
(Aqua R. Exc. at 4-7). 

  
  
  

  
  

  
 



20 
 

Issue Commissioners 

12.  Separate Cost of Service Study Commissioner 
(R.D. at 47 and Ordering Paragraph No. 2) Coleman  

 Commissioner 
 Sweet 
 Vice Chairman 

 Place   

 Chairman 
 Brown   
  
 Result   

 
ALJ 

 
The ALJ requires Aqua, at the time of filing its next base rate case, to submit a cost 
of service study or analysis that separates costs, capital and operating expenses of 
providing wastewater service to the Limerick customers as a separate class.                
(R.D. at 47 and Ordering Paragraph No. 2)). 

  
Company Aqua agrees to provide such a filing if required by the Commission but requests 

Commission clarification that the study should be required in the first base rate in 
which Aqua includes the Limerick system.    
(Aqua Exc. at 24-25). 

  
OCA The OCA asserts that, if the Company is seeking a finding that cost of service study 

is required only in the first base rate case and not in future base rate cases, the 
Commission should decline to make such a finding.  Per the OCA, Aqua is required 
to submit a cost of service study in its next base rate case during which the filing 
requirements of the subsequent base rate case will be determined.  The Commission 
should not decide as to whether the Company’s submission of a cost of service 
study will be necessary many years in the future. 
(OCA R. Exc. at 22). 

  
  
  

  
  

  
 


