	
	PENNSYLVANIA

PUBLIC UTILITY COMMISSION

Harrisburg, PA  17105-3265
	


	
	Public Meeting held September 11, 2008

	Commissioners Present:
	


	James H. Cawley, Chairman

	Tyrone J. Christy, Vice Chairman

	Robert F. Powelson

	Kim Pizzingrilli

	Wayne E. Gardner


	Joint application of Hidden Valley Public Utility Services, LLC and Hidden Valley Utility Services, L.P. for approval of: 1) the acquisition by Hidden Valley Public Utility Services, LLC of the water system assets of Hidden Valley Utility Services, L.P. in Hidden Valley, PA; 2) the right of Hidden Valley Public Utility Services, LLC to begin to offer, render, furnish and supply water service to the public in a portion of Hidden Valley, PA; and 3) the abandonment by Hidden Valley Utility Services, L.P. of the public water service within Hidden Valley, Jefferson Township, Somerset County, PA.

and

Joint application of Hidden Valley Public Utility Services, LLC and Hidden Valley Utility Services, L.P. for approval of: 1) the acquisition by Hidden Valley Public Utility Services, LLC of the wastewater system assets of Hidden Valley Utility Services, L.P. in Hidden Valley, PA; 2) the right of Hidden Valley Public Utility Services, LLC to begin to offer, render, furnish and supply wastewater service to the public in a portion of Hidden Valley, PA; and 3) the abandonment by Hidden Valley Utility Services, L.P. of the public wastewater service within Hidden Valley, Jefferson Township, Somerset County, PA.
	Docket Numbers:

A-2008-2039498
A-2008-2039504

A-2008-2039518

A-2008-2039521


ORDER
BY THE COMMISSION:

By the joint applications filed on April 18, 2008, Hidden Valley Public Utility Services, LLC, 5600 Forward Avenue, P.O. Box 81930, Pittsburgh, PA 15217 and Hidden Valley Utility Services, L.P., One Craighead Drive, Hidden Valley, PA 15502 seeks Commission approval of : 1) the acquisition by Hidden Valley Public Utility Services, LLC of the water/wastewater system assets of Hidden Valley Utility Services, L.P. in Hidden Valley, PA; 2) the right of Hidden Valley Public Utility Services, LLC to begin to offer, render, furnish and supply water/wastewater service to the public in a portion of Hidden Valley, PA; and 3) the abandonment by Hidden Valley Utility Services, L.P. of the public water/wastewater service within Hidden Valley, Jefferson Township, Somerset County, PA. 
Proofs of service and publication were submitted.  No protests were filed and no hearings were held.
Hidden Valley Utility Services, L.P. (HVUS) is a Pennsylvania limited partnership which provides water and wastewater service in the Hidden Valley Resort, in Jefferson Township, Somerset County.  Hidden Valley Resort was constructed as a ski resort in the 1960’s and expanded in the early 1970’s to include additional motel rooms, townhouses and second homes.  The wastewater and water systems were developed to support the additional commercial and residential needs.  HVUS was granted certificates of public convenience to provide water and wastewater service to the public in Hidden Valley, on July 15, 2004, at Docket Nos. A-210117 and A-230101, respectively.  
Hidden Valley Resort is a four season resort which offers snow skiing and tubing, an 18-hole golf course, tennis courts, walking trails, mountain biking trails, indoor and outdoor swimming pools.  Commercial facilities include restaurants, banquet facilities, meeting rooms and a ski lodge.  Most of the residences are second homes and consist of townhouses, condominiums, hotel style condominiums, efficiency apartments and single family dwellings.  At December 31, 2007, water and wastewater service was provided to 1,053 residential and 21 commercial customers and to one industrial customer.  The 2007 annual report for HVUS indicated that James M. Kettler holds a 99% security ownership interest of the water and wastewater utilities with the remaining 1% held by the Kettler Bros. at Hidden Valley, Inc., corporation.
Hidden Valley Public Utility Services, LLC (HVPUS) is a Pennsylvania limited liability company created on July 18, 2007.  HVPUS is an affiliate of The Buncher Company, a privately held Pennsylvania corporation that has developed real estate in southwestern Pennsylvania for more than 50 years.  A Condensed Balance Sheet for The Buncher Company, was submitted as Attachment “B” to the applications.  At June 30, 2007, the assets, liabilities and shareholder equity for Buncher were valued at $145,352,204; shareholder equity was $134,698,426 of the total.   HVUS and HVPUS are not affiliated.
A list, identifying the officers of HVPUS, was provided and it was indicated that each individual is also an officer of The Buncher Company.  It was also stated that each individual is reputable, has not been convicted of a felony or crime of moral turpitude and is not subject to supervision by a court or correctional institution.

The subject applications are for approval of the change of ownership of the water and wastewater utilities while the operational capability, service territory, rates and regulations are to remain the same.  It was also indicated that the HVPUS affiliates have a substantial presence and direct interest in Hidden Valley and the surrounding region, which will benefit the customers, Hidden Valley and the surrounding region. 
Therefore, based on the information contained in the three prior paragraphs, the Commission believes that HVPUS has demonstrated that it has the technical, regulatory, financial and legal fitness to operate and maintain the water and wastewater systems and make the improvements to meet continuing and future customer needs.  
On August 31, 2007, the 1,500 acre Hidden Valley Four Seasons Resort in Somerset County’s Laurel Highlands, was purchased by The Buncher Company (Buncher), Buncher Resort & Hospitality Group, LLC, and Building Exchange Company (an intermediary for The Buncher Company under an IRS Section 1031 exchange).  The subject water and wastewater utilities are part of the overall purchase.

It was indicated, The Buncher Company has been developing 750 acres adjacent to the Hidden Valley Resort for an upscale residential community centered around a signature golf course.  As work progressed with the design and infrastructure for that project, Buncher became increasing concerned about the conditions at the Hidden Valley Resort.  It was determined that a viable Hidden Valley Resort was a critical amenity to the success of the residential project and this resulted in the eventual purchase of the Hidden Valley Resort, by Buncher.
An Agreement of Purchase and Sale (Agreement), for the utilities, was included as Attachment “A” to the applications.  A purchase price of $1,250,000 was negotiated for the two utilities, including the assets listed on Schedules 2.1 (a) & (b) of the Agreement.  The assets include water supply wells, water storage tanks, a sewage treatment plant, a sewage treatment lagoon, effluent storage lagoons, spray fields, pump stations, water mains, sewage collection lines, etc.  On its December 31, 2007 Annual Reports to the Commission, HVUS listed net utility plant asset values of $1,707,047 for the wastewater system and $934,759 for the water system.
HVPUS indicated, in the applications, its intent to retain the current operational employees of HVUS in order to leverage their familiarity of the water/wastewater systems to ensure safe and adequate service.  HVPUS is requesting approval to continue providing the utility services in the same service territory, currently served by HVUS, and to continue using the same rates, rules and regulations currently in effect.
When the Commission approved the initial applications for the certification of HVUS in July 2005, the approvals were based on a Petition of Settlement (Petition) reached between several parties, including the Office of Consumer Advocate (OCA).  The Petition contained an extensive list of compliance issues primarily involving modifications and improvements to the water distribution system.  OCA has monitored the completion of the compliance issues and has indicated that HVUS has satisfied the requirements, with the exception of completing a study regarding the presence of iron and manganese in the water.

Also, an additional compliance issue pertains to the reduction of unaccounted-for water.  HVUS was directed to find and reduce its level of unaccounted-for water to 20% or less.  According to HVUS’s 2007 Annual Report, 59,406,300 gallons of water were pumped during the year, with 14,870,465 (25%) delivered to customers.  An additional 25,800,955 (43.5%) was labeled as lost through main flushing, tank overflow, located & repaired breaks to mains/services and frozen pipe breaks.  The remaining 18,734,880 (31.5%) is unaccounted-for water.
Schedule 3.1(c) of the Purchase Agreement, labeled as “Assumed Liabilities”, includes the following item; “Public Utility Commission Settlement approved by that certain Order entered July 15, 2005 under Docket Nos. A-210117 and A-230101.”  While HVPUS has indicated its acceptance of the continuing obligation by signing the Agreement, the Commission will order that the compliance issues contained in the Terms And Conditions of the Settlement shall remain in effect, and become the responsibility of HVPUS following the transfer of ownership.
HVUS is current on the payment of its assessments and the submission of its annual reports.  There are no outstanding fines.


On August 15, 2008, HVPUS and The Buncher Company filed a Service Agreement for Commission review of the affiliated service relationship.  The Buncher Company will provide various corporate, managerial, equipment and administrative support services to HVPUS.  The affiliated agreement, at Docket No. G-2008-2058326, is presently under review by the Commission.
The Department of Environmental Protection indicated that HVUS has had violations in the past but all issues have been addressed and HVUS is currently in compliance.
In recognition of the circumstances identified in the subject applications, the record provides substantial evidence of affirmative public benefit from the transfer of ownership to a better financially positioned/operationally efficient organization, which is sufficient to warrant approval of the proposed transaction under City of York v. Pennsylvania Public Utility Commission, 295 A.2d 825 (Pa. 1972).  The Commission finds that approval of the joint applications is necessary or proper for the service, accommodation, convenience or safety of the public; THEREFORE,


IT IS ORDERED:

1.
That the joint applications of Hidden Valley Public Utility Services, LLC and Hidden Valley Utility Services, L.P. are hereby approved.

2.
That upon receipt of a notification of closing, a Certificate of Public Convenience shall be issued pursuant to Sections 1101 and 1102, of the Public Utility Code, 66 Pa. C.S. §§ 1101 and 1102, evidencing Commission approval of the acquisition by Hidden Valley Public Utility Services, LLC of the water system assets of Hidden Valley Utility Services, L.P. and the right of Hidden Valley Public Utility Services, LLC to begin to offer, render, furnish and supply water service to the public in a portion of Hidden Valley, Jefferson Township, Somerset County, PA. (A-2008-2039504)
3.
That upon receipt of a notification of closing, a Certificate of Public Convenience be issued pursuant to Section 1102(a)(2) of the Public Utility Code, 66 Pa. C.S. § 1102(a)(2) evidencing Commission approval of the abandonment by Hidden Valley Utility Services, L.P. of the public water service within Hidden Valley, Jefferson Township, Somerset County, PA. (A-2008-2039498)
4.
That upon receipt of a notification of closing, a Certificate of Public Convenience shall be issued pursuant to Sections 1101 and 1102, of the Public Utility Code, 66 Pa. C.S. §§ 1101 and 1102, evidencing Commission approval of the acquisition by Hidden Valley Public Utility Services, LLC of the wastewater system assets of Hidden Valley Utility Services, L.P. and the right of Hidden Valley Public Utility Services, LLC to begin to offer, render, furnish and supply wastewater service to the public in a portion of Hidden Valley, Jefferson Township, Somerset County, PA. (A-2008-2039521)
5.
That upon receipt of a notification of closing, a Certificate of Public Convenience be issued pursuant to Section 1102(a)(2) of the Public Utility Code, 66 Pa. C.S. § 1102(a)(2) evidencing Commission approval of the abandonment by Hidden Valley Utility Services, L.P. of the public wastewater service within Hidden Valley, Jefferson Township, Somerset County, PA. (A-2008-2039518)
6.
That, following closing, Hidden Valley Public Utility Services, LLC shall file the required materials to adopt the current Hidden Valley Utility Services, L.P., rates, rules and regulations contained in; Tariff Water – Pa. P.U.C. No. 1 and Tariff Wastewater – Pa. P.U.C. No. 1.
7.
That, Hidden Valley Public Utility Services, LLC shall continue to satisfy the directives contained in the  Public Utility Commission Settlement of July 15, 2005, specifically completing a study regarding the presence of iron and manganese in the water, and the reduction of its unaccounted-for water to 20% or less. 
8.
That nothing herein shall be construed to exempt Hidden Valley Public Utility Services, LLC from obtaining all necessary permits, licenses, and approvals from other local, state and federal government agencies having jurisdiction. 

9.
That a copy of this Order be served upon Hidden Valley Public Utility Services, LLC,  Hidden Valley Utility Services, L.P., the Office of Trial Staff, the Office of Consumer Advocate and the Department of Environmental Protection-Southwest Regional Office and its Bureau of Regulatory Counsel.

10.
That upon receipt of a notice of closing, the folders docketed A-2008-2039498, A-2008-2039504, A-2008-2039518 and A-2008-2039521, be marked closed by the Commission Secretary’s Bureau.

11.
That upon marking the record closed at Docket Nos. A-2008-2039498 and A-2008-2039518, Hidden Valley Utility Services, L.P. (Utility Codes 210117 & 230101) shall be deleted from the active lists of the Secretary’s Bureau and the Bureau of Administrative Services.


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  September 11, 2008
ORDER ENTERED:  September 12, 2008
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