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	Amended Joint Application of Pennsylvania-American Water Company (PAWC) and Blue Mountain Lakes Associates, L.P. (BMLA) for approval of (1) the transfer, by sale, of the assets, properties, and rights of BMLA related to its wastewater system to PAWC, (2) the commencement by PAWC of wastewater service in the area currently being served by BMLA, (3) the commencement by PAWC of wastewater service to the public in additional portions of Stroud Township, Monroe County, and (4) the abandonment of all wastewater service by BMLA.

	Docket Number:

A-230073F0010
   


ORDER
BY THE COMMISSION:


By Joint Application filed on March 30, 2005 and amended on 
May 10, 2005 and July 14, 2005, Pennsylvania-American Water Company (PAWC), 
800 West Hersheypark Drive, Hershey, PA  17033 and Blue Mountain Lakes Associates, L.P. (BMLA), One Blue Mountain Lake, East Stroudsburg, PA 18301seek approval of (1) the transfer, by sale, of the assets, properties, and rights of BMLA related to its wastewater system to PAWC, (2) the commencement by PAWC of wastewater service in the area currently being served by BMLA, (3) the commencement by PAWC of wastewater service to the public in additional portions of Stroud Township, Monroe County, and (4) the abandonment of all wastewater service by BMLA.  


All existing customers of BMLA have been provided notice of this proposed Application.  Proper proofs of service and publication were submitted by PAWC.  No protests were filed and no hearings were held.      


PAWC is a regulated public utility, duly organized and existing under the laws of Pennsylvania and engaged in the business of supplying and distributing water and collecting and treating wastewater.  PAWC currently furnishes water and wastewater service to more than 600,000 customer accounts (representing a population of over two million people) in various counties throughout Pennsylvania, including portions of the Pocono Mountains and northeastern Pennsylvania.

BMLA is a Pennsylvania Limited Partnership that owns water and wastewater systems and currently furnishes water and wastewater service to 628 metered customer accounts located within the Blue Mountain Lake Development (Development) in portions of Stroud and Smithfield Townships, Monroe County.  BMLA has been providing water and wastewater service to residents of the Development as a de facto utility since June of 1993.  
In a companion Application at A-212285F0123, PAWC and BMLA are seeking approval of (1) the transfer, by sale, of the assets, properties, and rights of BMLA related to its water system to PAWC, (2) the commencement by PAWC of water service in the area currently being served by BMLA, (3) the commencement by PAWC of water service to the public in additional portions of Stroud Township, Monroe County, (4) the abandonment of all water service by BMLA.

On May 10, 2005, PAWC filed an amendment to Part B of the Application, Paragraph 25, and Exhibits K, L-1, L-2, L-3, L-4, and L-5.  This amendment more clearly identifies the service territory currently being served by BMLA.  In addition, this amendment deletes an erroneous reference to BMLA as a “certificated” utility.

On July 14, 2005, PAWC filed a second amendment to delete a reference to “the commencement of service to an additional portion of Smithfield Township, Monroe County” as contained in the originally filed Application.  PAWC only seeks permission to serve additional portions of Stroud Township, Monroe County.

On September 25, 2002, PAWC and BMLA have reached an agreement regarding the acquisition of the water and wastewater system assets and rights of BMLA, as contained in the Purchase Agreement attached as Exhibit D of the Joint Application.  The purchase price of the systems is $1,350,000.  PAWC will initially finance the transfer by short-term bank debt and, when appropriate, replace it through the issuance of long-term debt.  As stated in the Joint Application, PAWC will conduct a final original cost study in order to establish a depreciated original cost of the utility plant of BMLA.

The wastewater system consists of five rotating biological treatment units with a combined capacity of 275,000 gallons per day.  The central sewer collection network is a total pressurized system augmented by two pump stations and one lift station.  Over 43,500 feet of various sized low pressure main have been installed to date.

In addition to acquiring the assets and rights of BMLA, PAWC seeks permission in this Application to serve an additional portion of Stroud Township not presently being served by BMLA.  Stroud Township has requested that PAWC provide water and wastewater service to four new developments in that Township, Mountain View, Stonybrook Manor, Mountain Hollow, and Stonybrook Commons, that are contiguous to the area currently being served by BMLA.  A total of approximately 415 residential customers will reside in these four developments when they are fully built out.


PAWC will adopt and apply the current of rates BMLA immediately upon closing with the exception of an availability charge of $200 per annum that will be eliminated.  Currently, a metered residential customer’s annual wastewater bill is $288.96 for 60,000 gallons.

The Department of Environmental Protection (DEP) has not reported any pending actions or outstanding violations against BMLA.  

Based upon the foregoing, it is appropriate to permit BMLA to abandon its de facto operations to a viable jurisdictional utility and no public benefit will inure from prosecuting BMLA at this time for providing water service in violation of the Public Utility Code.  Moreover, because PAWC is an existing utility, there is a continuing presumption of its fitness.  Sufficient public need has been established by the fact that the  628 current customers in BMLA’s service territory need the wastewater services that will be provided by PAWC and by the formal request from Stroud Township for PAWC to serve the four new residential developments
Upon consideration of these factors, we conclude that the record provides substantial evidence of affirmative public benefit sufficient to warrant approval of the 
proposed transaction under City of York v. Pennsylvania Public Utility Commission, 449 Pa. 136, 295 A.2d 825 (1972); THEREFORE,

IT IS ORDERED:

1.  That the Joint Application, as amended, of Pennsylvania-American Water Company and Blue Mountain Lake Associates, L.P. is hereby approved.


2.  That upon notice of closing with Blue Mountain Lake Associates, L.P., a Certificate of Public Convenience be issued pursuant to Section 1102(a)(1) of the Public Utility Code, 66 Pa. C.S. § 1102(a)(1) authorizing the asset transfer and authorizing Pennsylvania-American Water Company to begin to offer or furnish wastewater service to the public in portions of Stroud and Smithfield Townships, Monroe County, as shown on Exhibit K, as amended, and as described on Exhibits L-1, L-2, L-3, L-4, and L-5 of the Joint Application, as amended.

3.  That Pennsylvania-American Water Company shall submit within ten days after said closing a tariff or tariff supplement reflecting the adoption of Blue Mountain Lake Associates, L.P.’s current rates for the Blue Mountain Lake Association, L.P. service territory and for the additional service territory in Stroud Township, Monroe Township granted herein.

4.   That Blue Mountain Lake Associates, L.P. is hereby authorized to abandon water wastewater service to its current customers in Stroud and Smithfield Townships, Monroe County.


5.  That a copy of this Order be served upon the Joint Applicants, the Department of Revenue, Bureau of Corporate Taxes, the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, and the Department of Environmental Protection, Northeast Field Operation – Pocono District Office and Central Office - Bureau of Regulatory Counsel.

6.  That the folder docketed at A-230073F0010 be marked closed following the completion of the directives contained in Ordering Paragraph No. 3.

BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  September 9, 2005
ORDER ENTERED:  September 14, 2005
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