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 ORDER
BY THE COMMISSION:

By the Application filed on August 18, 2005, Valley Run Water 
Company, LLC (Applicant or Valley Run), 813 S. Reading Avenue, 
Boyertown, PA 19512, seeks a Certificate of Public Convenience pursuant to 
Sections 1101 and 1102 of the Public Utility Code, 66 Pa. C.S. §§ 1101 and 1102, evidencing Commission approval of the right to begin to offer, render, furnish, or supply water service to the public in a portion of Washington Township, Berks County, as described by courses and distances submitted with the application and shown on various supplemental maps and plans.
Proofs of service and publication were filed.  The Application was served upon the appropriate township and county officials, the related county planning commission, the Department of Environmental Protection (DEP), the Office of Consumer Advocate, the Office of Small Business Advocate, and the Commission’s Office of Trial Staff.  On September 19, 2005, Superior Water Company, Inc., (Superior or Protestant) filed a protest to the subject Application and the Application was re-assigned to the Office of Administrative Law Judge (OALJ) for disposition.
On November 7, 2005, the Protestant filed an application requesting the right to begin offering water service in an additional portion of southeastern Washington Township and a portion of Colebrookdale Township, Berks County.  This area included the Gehringer Farm Tract, which was a part of the requested service territory in Valley Run’s application.  Several filings were made by both parties and on February 14, 2006, in accordance with a Settlement Agreement which was reached between Valley Run and Superior, each party withdrew its protest to the other’s pending application, and each party agreed to amend its application to remove territory for which the other party had applied.  The parties requested that Valley Run’s then unprotested application be approved.  By an Initial Decision issued on June 14, 2006, ALJ Cynthia Williams Fordham recommended that Valley Run’s Application be approved by the Commission.
On September 19, 2006, the Commission reassigned the Application to the Commission’s Bureau of Fixed Utility Services (FUS) for further review and a recommendation.  Specifically, FUS was directed to conduct a review which included, but was not limited to, an analysis of Valley Run’s business plan, its compliance with any officially adopted county comprehensive plans, municipal comprehensive plans, and applicable zoning designations, as required by 52 Pa. Code § 3.501(a)(7), and the status of Valley Run’s DEP well permit applications.   
The Applicant is a limited liability company, initially registered with the Department of State on April 26, 2002, as The Ponds at Valley Run, LLC.  On 
June 1, 2004, a Certificate of Amendment was filed changing the name of the limited liability company to Valley Run Water Company.  Valley Run is currently owned by Michael D. Rhodes.  Mr. Rhodes has indicated that he has 25 years of business experience in land development and real estate as well as operating an automobile dealership.  There is the possibility that in the future, Randy Eddinger, President of Suburban Technology, Inc., and the operator of the water system, may become a part owner.
The subject Application is to provide water service to two individual developments separated by Route 100 in Berks County.  The first development was initially named Village Commons, then The Ponds of Valley Run and currently as Spring Valley Village Development (Spring Valley).  Spring Valley consists of 184.02± acres and is being developed by Michael D. Rhodes as an age 55+ retirement community.  While the development has been divided into 342 lots, the parcel is currently a single deed – single owner tax parcel.  The Applicant initially indicated in the Facilities Plan, submitted to DEP and dated June 18, 2003, that the cost of water service in this development would be included in the pad rental for the Housing and Urban Development homes.  However, in a clarification letter to the Commission dated September 15, 2005, the Applicant stated it is their intent to bill each customer in accordance with an approved tariff.

The second development is known as the Gehringer Farm tract (Gehringer).  The tract is 159.37± acres in size and is subdivided into 135 individual lots for single family dwellings.  The Rotose Partnership, LLP is the developer of this tract and has requested the provision of water service, by a letter dated August 11, 2005.  The Applicant has indicated there are no other certificated water providers for the proposed service territory.  Washington Township Authority declined to offer service and the Borough of Bally has a contaminated public water supply and is, therefore, unable to provide service.
DEP has issued construction permits for two supply wells.  The first 
(Well # 1) is located on the Spring Valley property and has an output of 67,680 gpd.  The second well (Well #4) is located on the Gehringer Farm tract and has an output of 102,240 gpd.  Usage of 200 gpd is projected for each of the homes in the Spring Valley development and 250 gpd for each of the homes in the Gehringer tract for a total demand of 102,150 gpd.  The Applicant stated the combined capacity of the two wells 
(169,920 gpd) is sufficient to provide the needs of the developments when they are fully built-out, plus providing an operating reserve.  It was indicated that the wells would be used on a daily alternating schedule, thereby utilizing the interconnection between the two systems.  The Applicant also indicated that Delaware River Basin Commission (DRBC) approval is not needed, because total usage for the two developments will not exceed 
3 million gallons per month.  However, since it appears that total projected demand 
(30 x 102,150 = 3,064,500 gallons) is in excess of the 3 million gallons per month, Valley Run will be ordered to provide verification that DRBC approval is not necessary.
The water systems in both developments are nearly identical, with the exception of the well capacities and the distribution systems.  Each system consists of a well, a treatment facility, a water storage tank and pressure booster pumps.  The water will be pumped from the wells to a 12’ x 31’ treatment building where it will be disinfected with sodium hypochlorite.  The water will then be sent to a 115,000 gallon Aquastore storage tank.  Pressure boosting pumps will provide a service pressure of 
70 psi throughout the Spring Valley distribution system or be sufficient to fill the storage tank at the Gehringer Farm site.  The vertical height and elevation of the Gehringer tank will provide sufficient pressure and volume without the need for additional pressure boosting.  The delivery facilities will consist of 8” polyethylene fused pipe for transmission mains and 8” & 6” polyethylene fused pipe for distribution mains.  An interconnection between both systems is to be made under Route 100, in order that water service would continue to both developments, in the event that either system should fail.
The Applicant provided a breakdown of the projected cost of the entire system.  The total cost was estimated as $3,340,000, less Contributions-in-Aid-of-Construction totaling $2,504,000, leaving a net utility plant in service value of $836,000.  The Rotose Partnership, LLP, owners of the Gehringer Farm tract, will construct the water transmission and the water distribution mains at a projected cost of $2,504,000 and contribute the facilities to Valley Run; the non-contributed system components will be funded either by stockholder capital or debt.  Wastewater treatment service, for both developments, will be provided by the Washington Township Municipal Authority.

Suburban Water Technology, Inc. (Suburban) will be retained to monitor, provide testing, and operate the subject water systems.  Suburban currently has 
15 employees, including three DEP certified operators who provide operations services for more than 30 community and non-community systems in the Commonwealth and general vicinity of the subject system.  Suburban indicated that it had not been cited by DEP for violations of any statutes or regulations in its operation of public water systems.
A Business Plan was submitted to DEP in 2003, by Suburban on behalf of the then Ponds of Valley Run.  At that time, the water system was designed to serve only the currently known Spring Valley development.  When the request to serve the Gehringer tract was made, the Applicant revised the financial materials to comply with the Commission’s requirements at 52 Pa. C.S. § 69.701 and 52 Pa. C.S. § 3.501 (5).  Pro forma revenue/expense projections based on 1, 5, and 10 year intervals were submitted with the subject application.

At the end of the first year of operation, a net operating loss of $65,925 was projected based on a water service flat fee of $35/month and a total of 28 customers.  The Applicant indicated the operating loss was to be expected and the start-up loss would be funded by capital contributions from the company owner or the assumption of debt.  The Applicant also stated that Valley Run currently does not have any debt, so undertaking debt to cover the deficiency would not place a burden on the Valley Run finances.
The Applicant projected a full build-out of both developments by the end of the second operating year with resulting net revenues of $76,922.  This projection was based on a total of 477 customers, however a monthly flat rate fee of $39.78 was used in the calculation rather than the proposed fee of $35.  Valley Run stated that it anticipated only having an operating loss in the first year of operations and that a projected loss in only the first year of operation is indicative of the financial strength and long term viability of the water system.

Valley Run has proposed an initial flat rate of $35/month/customer until it can compile metering data.  The Applicant indicated that conversion to a metered rate structure was anticipated within 18-24 months following completion of the build-out.  

Valley Run (under the Permittee, Mr. Michael D. Rhodes) currently has a DEP Construction Public Water Supply Permit, issued on March 18, 2004, for the Spring Valley development (Well #1).  This Permit is subject to six Special Conditions.  The Operation of Facilities Permit has not been approved to-date.

The Gehringer Farm tract also has a Construction Public Water Supply Permit that was issued on March 22, 2006, under the Permittee, Valley Run Water 
System (Well #4).  This Permit also is subject to six Special Conditions and the Operation of Facilities Permit has not been issued to-date.

Communications with DEP further indicated that the two tracts are to be interconnected for total system integrity and continuity.  Valley Run shall obtain the necessary approvals required for the interconnection.  These approvals shall be obtained from the appropriate federal, state and local authorities having jurisdiction.


The Applicant has indicated that portions of both systems are currently in construction and that completion is expected in the spring of 2007.  Following completion, Valley Run shall submit appropriate and legible as-built plans and maps, of the systems, in accordance with Sections 3.501(a)(2), (a)(2)(ii) and (a)(2)(iv) of the Commission’s Regulations, 52 Pa. Code 3.501, relating to certificates.  The issuance of a Certificate of Public Convenience will be contingent on Valley Run’s compliance with this and additional requirements.

Copies of letters from Berks County Planning Commission regarding the review of the Spring Valley and Gehringer Farms developments were submitted.  The letters were not approval or disapproval letters but lists of the items which the Planning Commission had identified as issues which should be resolved between the Township and the developers.  On November 10, 2006, Washington Township submitted a letter to the Public Utility Commission indicating that the Applicant’s plans were in compliance with the Township’s zoning designations as well as the officially adopted and subsequently amended Comprehensive Plan.


Based on the consideration of these factors, the Commission finds that granting the application for a certificate of public convenience is necessary or proper for 
the service, accommodation, convenience, or safety of the public; THEREFORE,
IT IS ORDERED:

1.
That the Application of Valley Run Water Company, LLC at 
Docket No. A-210121, is hereby approved.
2.
That a Certificate of Public Convenience be issued pursuant to Sections 1101 and 1102 of the Public Utility Code, 66 Pa. C.S. §§ 1101 and 1102, authorizing Valley Run Water Company, LLC to begin to offer, render, furnish, or supply water service to the public in a portion of Washington Township, Berks County, as described by courses and distances submitted with the Application and shown on various supplemental maps and plans.  The Secretary’s Bureau shall not issue the Certificate of Public Convenience as described above until copies of the DEP Operation of Facilities Permits for both systems, the verification of non necessity of Delaware River Basin Commission approval and acceptable as-built plans and maps have been provided to the Commission’s Bureau of Fixed Utility Services.

3.
That following receipt of the Certificate of Public Convenience, Valley Run Water Company, LLC shall submit a tariff, effective on one day’s notice, containing flat service rates of $35/month.  This rate shall remain in effect until the submission and approval of metered service rates.
4.
That within 24 months after the receipt of the Certificate of Public Convenience, Valley Run Water Company, LLC shall submit a revenue neutral filing to convert to metered service rates, based on twelve months of meter readings.
5.
That Valley Run Water Company, LLC shall file with the Commission’s Secretary’s Bureau a completed copy of the Public Utility Security Planning and Readiness Self Certification report on its water operations, within 60 days after receipt of the Certificate of Public Convenience.
6.
That the owner/owners of Valley Run Water Company, LLC, shall file an Affiliated Interest Agreement in accordance with 66 PA. C.S.§§ 2101 and 2102.  The Agreement shall be filed within 60 days following receipt of the Certificate of Public Convenience and shall detail any written or oral contracts or agreements for the provision of management services, supervision, construction, engineering, accounting, etc., between the public utility and any other business entities with the same ownership.
7. That Valley Run Water Company, LLC be added to the active lists of the Tariff and Annual Reports Section of the Commission’s Secretary’s Bureau and the Assessments Section of the Commission’s Office of Administrative Services after issuance of a Certificate of Public Convenience.
8. That  a copy of this Order be served upon Valley Run Water Company, LLC, 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 - Southcentral Regional Office and its Bureau of Regulatory Counsel, Central Office.

BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  January 11, 2007 
ORDER ENTERED:  January 11, 2007
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