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	Commissioners Present:
	


	James H. Cawley, Chairman
	

	Tyrone J. Christy, Vice-Chairman
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	Joint Application of Pennsylvania-American Water Company (PAWC) and Nittany Water Company (Nittany) for approval of: 1) the transfer by sale of the water works property and rights of Nittany to PAWC; 2) the commencement by PAWC of water service to the public in portions of Walker Township, Centre County and Porter Township, Clinton County, presently served by Nittany, and 3) the abandonment by Nittany of all water service to the public.


	Docket Number:

A-2009-2120357
A-2009-2120358


TENTATIVE ORDER
BY THE COMMISSION:


On July 13, 2009, pursuant to Sections 1101, 1102(a)(2) and 1103 of the Public Utility Code, 66 Pa. C.S. §§1101, 1102(a)(2) and 1103, Pennsylvania-American Water Company (PAWC), 800 Hersheypark Drive, Hershey, PA  17033 and Nittany Water Company (Nittany) filed a joint application for approval of: 1) the transfer by sale of the water works property and rights of Nittany to PAWC; 2) the commencement by PAWC of water service to the public in portions of Walker Township, Centre County and Porter Township, Clinton County, presently served by Nittany, and 3) the abandonment by Nittany  of all water service to the public.


Mapping and descriptions delineating the proposed service territory were submitted; as well as, proofs of service and publication were filed by PAWC.  Accompanying the joint application was an executed purchase agreement.  The Commission did not receive any timely protests or petitions and no hearing was held.

PAWC is a jurisdictional public utility water company, duly organized and existing under the laws of the Commonwealth of Pennsylvania, and is a wholly owned subsidiary of the American Water Works Company, Inc.  As of December 31, 2008, PAWC provided water service to more than 631,600 residential, commercial, industrial and other customers in certificated service territories encompassing portions of 35 counties across the Commonwealth.  PAWC also furnishes wastewater service to over 17,000 customers.

Nittany, a Pennsylvania corporation, originally received a certificate of public convenience at Docket No. A-73900 by Order entered on June 6, 1949 to provide water service to a portion of Walker Township, Centre County.  Over time, Nittany expanded northeasterly into Porter Township, Clinton County, as granted by the Commission at Docket No. A-79879 on September 8, 1953.  
At December 31, 2008, Nittany provided water service to 505 residential and 30 commercial customers (about 1,600 people).  Nittany’s plant-in-service consists of one primary well, a well house with chlorination, 1,200-feet of 12-inch pipeline for chlorine contact time, a 289,000-gallon storage tank, 26 hydrants and about 12-miles of 2-inch, 4-inch, 6-inch and 8-inch distribution main; where, a good portion is 6-inch of the original transite pipe installation.  Private on-lot septic systems provide wastewater collection and treatment.
On June 30, 2008, Terry and Donna Jeirles filed a Formal Complaint (Docket No. C-2008-2052000) that alleged numerous periods of low pressure and extensive (and unreported) water outages.  The Jeirles’ have requested in their Formal Complaint the following relief:  “If the water company cannot resolve the problems then sell it.”
Over the past two decades, Nittany has become increasingly non-compliant and in violation of both Commission and the Department of Environmental Protection (DEP) rules and regulations.  
On July 23, 2008, Nittany entered into a Consent Order and Agreement (CO&A) with DEP delineating a time table to submit a Corrective Action Plan (CAP) for DEP’s approval.  The CAP will address short term and long term goals for Nittany’s numerous violations of 25 Pa. Code §109.

The Company has been chronic in its failure to file annual reports and Pennsylvania Infrastructure Investment Authority (PennVEST) reconciliation statements, to report outages to the Commission, maintain proper record keeping and comply with numerous Commission orders.
This blatant disregard of the Public Utility Code has culminated with the Law Bureau Prosecutory Staff filing a Formal Complaint at Docket No. C-2008-2070315 on September 22, 2008.  This complaint cites Nittany for violating 52 Pa. Code §§ 56.202, 65.3(b), 67.1(b), 67.1(c) and 66 Pa. C.S. § 504 and seeks redress of a civil penalty in the amount of $44,000.

Both Formal Complaints are before Commission Administrative Law Judge (ALJ) Wayne L. Weismandel for adjudication.
On May 6, 2009, Nittany filed a Motion Requesting Stay of Proceeding for each aforementioned Formal Complaint so that Nittany could pursue its acquisition negotiations with PAWC.  ALJ Weismandel granted stays of both Formal Complaints to September 30, 2009, with a written status report due to the ALJ no later than September 15, 2009.  
Furthermore, on June 15, 2009, DEP issued an Amendment to the July 23, 2008 CO&A addressing the acquisition of Nittany by PAWC.  This amendment provides for several reporting requirements.  And upon PAWC’s closing with Nittany, PAWC avers it will enter into a new agreement with DEP to satisfy those concerns raised in the original CO&A.  In the joint application, PAWC resolves to have available $1,326,000 for system improvements.  PAWC will file this new CO&A and related documents with the Commission’s Secretary and Bureau of Fixed Utility Services (FUS) when it becomes available.
Submitted with the joint application was an executed Purchase Agreement, dated July 8, 2009.  PAWC and Nittany negotiated at arms-length to determine the purchase price of $520,000 and another $30,000 set aside for related closing costs.  PAWC avers it will conduct an original cost study of the water system.  We will order PAWC to file this original cost study with the Secretary and FUS.
PAWC proposes to maintain Nittany’s current residential rate comprised of a customer charge of $5.40 and a consumption charge of $2.77 per 1,000-gallons.  Based upon 4,200-gallons per month usage, a typical customer would experience a $17.03 bill or $204.36 annually.

Based upon the fact that PAWC will expand its service territory to customers in compliance with Commission regulations, that the economies of scale of an expanded customer base have a beneficial effect on existing customers and that PAWC will be meeting the needs of the new customers without any detriment to its existing customers, the Commission finds that the granting of this joint application for approval of PAWC’s acquisition of the Nittany water works system and for the extension of service territory is necessary or proper for the service, accommodation, convenience or safety of the public;  THEREFORE,
IT IS ORDERED:
1.
That the joint application of Pennsylvania-American Water Company and Nittany Water Company at Docket Nos. A‑2009-2120357 and A-2009-2120358 is hereby tentatively approved.
2.
That upon receipt of a notice of closing, a Certificate of Public Convenience shall be issued pursuant to Sections 1101 and 1103 of the Public Utility Code, 66 Pa. C.S. §§1101 and 1103, authorizing Pennsylvania-American Water Company to begin to offer, render, furnish or supply water service to the public in portions of Walker Township, Centre County and Porter Township, Clinton County.
3.
That upon receipt of a notice of closing, a Certificate of Public Convenience shall be issued pursuant to Section 1102(a)(2) of the Public Utility Code, 66 Pa. C.S §1102(a)(2), evidencing Commission approval for the abandonment by Nittany Water Company of all water service to the public at Docket Nos. A-73900 and A-79879.
4.
That following closing, Pennsylvania-American Water Company shall file a tariff supplement for the subject service territory effective on the date of closing.

5.
That upon execution of a Consent Order and Agreement with the Department of Environmental Protection, Pennsylvania-American Water Company will file the Consent Order and Agreement with the Secretary’s Bureau and the Bureau of Fixed Utility Services.
6.
That Pennsylvania-American Water Company file a copy of its original cost study of the former Nittany Water Company assets with the Secretary’s Bureau and the Bureau of Fixed Utility Services, upon completion of said study.
7.
That nothing herein shall be construed to exempt Pennsylvania-American Water Company from obtaining all necessary permits, licenses, and approvals from other state, federal, and local government agencies.
8.
That a copy of this Tentative Order be served upon Nittany Water Company, Pennsylvania-American Water Company, the Office of Administrative Law Judge, the Law Bureau, the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, the Department of Environmental Protection’s Northcentral Regional Office and Central Office-Bureau of Regulatory Counsel, the Department of Revenue-Bureau of Corporation Taxes and Terry and Donna Jeirles.
9.
That if no objection to this Tentative Order is filed with the Commission within 20 days of its entered date, the Tentative Order shall become final.
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BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  August 27, 2009
ORDER ENTERED:  August 28, 2009
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