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ORDER
BY THE COMMISSION:


By the application filed on December 28, 2011, Aqua Pennsylvania, Inc. (“Aqua”), 762 West Lancaster Avenue, Bryn Mawr, PA 19010, seeks a certificate of public convenience pursuant to Section 1102(a)(1)(i) and (3) of the Public Utility Code, 66 Pa. C.S. §1102(a)(1)(i) and (3), evidencing commission approval of: 1) the acquisition by Aqua of the water system assets of Bristol Township (“Bristol”), known as the Newportville-Ferguson area situated in a portion of Bristol Township, Bucks County; and 2) the right of Aqua to begin to offer, render, furnish and supply water service to the public in an additional portion of Bristol Township, Bucks County, Pennsylvania.  
Proofs of service and publication were submitted by Aqua.  In addition, this Application was published in The Pennsylvania Bulletin, 42 Pa. B 645, Saturday, January 28, 2012.  The protest period ended February 13, 2012.  No protests were filed and no hearings were held.
Aqua is a regulated public utility company, duly organized and existing under the laws of the Commonwealth of Pennsylvania.  Aqua is currently engaged in the water supply business and furnishes water service to greater than 400,000 customer accounts (representing a population of approximately 1.3 million people) as reflected in documents already on file with the Commission.  Aqua’s existing service territory covers various counties throughout Pennsylvania, including Bucks County and neighboring Montgomery, Lehigh and Northampton Counties.  
The service territory that is the subject of this Application is comprised of approximately 1,112 acres in and around the Newportville-Ferguson area and is further described in a map attached to the Application as Exhibit A and a detailed description attached as Exhibit B.  

Bristol, with a mailing address of 2501 Bath Road, Bristol, PA 19007, is a Pennsylvania municipality that owns, maintains, and furnishes water service to approximately 596 customer accounts in a portion of Bristol Township, Bucks County, Pennsylvania.  Bristol has two interconnections with Aqua and one interconnection (albeit inactive) with Lower Bucks County Joint Municipal Authority and serves 424 residential, 128 commercial, 18 industrial, and 26 public customer accounts.  Wastewater service in the area is provided by Bucks County Water and Sewer Authority.  

According to Aqua, survey information, as of December 16, 2011, on the Pennsylvania Department of Environmental Protection (DEP’s) website for Bristol’s water assets indicated an average delivery of 177,783 gallons per day.  Maximum delivery and design capacities for the Bristol system are 196,790 and 1,000,000 gallons per day respectively, with no storage.  Aqua is not presently aware of any significant improvements needed for this system.  Possible improvements may include meter replacements on customer service lines, but actual improvements would not be determined as necessary until after closing and Aqua has been actually operating the system.  Aqua intends to provide water service to Bristol’s customers through the facilities and water system configuration that presently exists in Bristol.  The only difference is that Aqua will now own the Bristol Township distribution facilities.

The assets to be acquired were described in Schedule 1.1 in a copy of the Assets Purchase Agreement (Agreement) executed on December 22, 2011, attached to the application as Exhibit C.  This includes all of the assets, properties and rights of Bristol (whether tangible, real, personal or mixed), which are held and used in connection with the water distribution system in the Newportville-Ferguson area located within a portion of Bristol Township, Bucks County, Pennsylvania.  Aqua hopes to complete closing of the transaction by June 15, 2012.


According to the agreement, the assets that will be transferred include a production facility (one site with off-line facilities), all water mains, fire hydrants, blow-offs, and other related appurtenances, located within several roadways in and around the Newportville-Ferguson area.  Other facilities listed are all water mains, a minimum of eighty-four (84) fire hydrants, and related appurtenances that extend beyond the limits of the roads in and around the Newportville-Ferguson area.  In addition, a minimum of 596 company service lines from the main to the curb-box and/or stop or edge of road, a minimum of 596 meters associated with the company service lines, a minimum of 596 customer accounts that coincide with the company service lines described above will be transferred.  Other assets include all real estate, whether in fee or by easement, associated with the production facilities identified above.  Other real estate assets are various easements and/or rights of way as required, including permanent and perpetual access (including, but not limited to, pedestrian, vehicular and utilities) to and for the production facilities and distribution system.  Miscellaneous assets include any billing records and/or known users list, maps of the system, if available, and any existing permits for the system and system components.
Assets not included in this sale are any and all customer service lines that run from the curb stop area (or edge of road) to each of the individual customer’s residences, any and all piping and fixtures (excluding seller’s meters, if any) internal to each of the individual’s customer residences, and seller’s cash and account receivables up to the date of closing.

After closing, Aqua will adopt the now current monthly rates of Bristol, attached to the Application as Exhibit D.  A residential customer using 52,000 gallons annually will be charged $290.92.   Aqua will also implement charging Bristol the Bensalem Division public fire hydrant rate of $10.91 per month.  

The purchase price for the system is $3,428,000.  Negotiations were conducted at arm’s length.  Aqua stated that an Original Cost Study will be conducted subsequent to closing.  The tentative journal entries to record the transfer in Aqua’s accounts include:

Utility Plant

  $5,310,000
Accumulated Depreciation   ($1,882,000)
Cash

  ($3,428,000)

The tentative journal entry, provided by Aqua in response to data request  A-3 on February 7, 2012, is “assuming that the original cost study determines a depreciated original cost equal to the purchase price.”  
The 2010 Plant-in-Service value of the Bristol system provided by Aqua shows:  
Utility Plant 

  $2,604,936
Accumulated Depreciation
  $1,706,518
Net Plant-in-Service 
  $    898,418
In response to data request A-5 on February 7, 2012, Aqua stated that Plant-in-Service may be understated on Bristol’s books.  Aqua further stated that the depreciation schedule it provided that reflects the above numbers for Bristol is for some and not all of the water system assets.  This information according to Aqua was requested and received by Aqua in the bidding process with Bristol.

Due to the significant differences in the values of Utility Plant and Accumulated Depreciation listed on Bristol’s books and Aqua’s tentative journal entry, we are going to order that the original cost study be reviewed at the time of the next general rate increase to determine whether Aqua’s claims are reasonable.  This review should also address any contributions-in-aid-of-construction.  

Aqua plans to operate the Bristol system through its Willow Grove Operations Center with the support of water professionals throughout its organization.  A number of certified operators will support the needs of the customers and the system. 

Aqua states that no corporation or entity, other than Bristol, is now furnishing or has corporate or franchise rights to furnish water service in the requested territory, and no competitive conditions will be created by the approval of this application.  The transaction will not have an adverse effect on the service provided to existing customers of Aqua.  

Aqua states that approval of this application is necessary and proper since Aqua has the technical, regulatory, financial and legal fitness to operate the assets of Bristol and to maintain the operations and make improvements to meet continuing and future customer needs.  The public interest and need will be served by allowing Aqua, in lieu of Bristol, to provide water service in the requested territory and to address the issues of regulatory requirements, capital expenditures, and future supply and demand.  Additionally, expansion of Aqua’s territory, upon completion of the transaction, will further the benefits of regionalization and economies of scale.  

Aqua is current with its annual, quarterly earnings and the Security Planning and Readiness report filing requirements and there are no outstanding fines or assessments due to the Commission.  DEP’s Southeast office stated that there are no outstanding compliance or operational issues with Aqua.   
Based upon the facts that Aqua will expand its service territory to customers in compliance with our regulations, that the economies of scale of an expanded customer base has a beneficial effect on existing customers, and that Aqua will be meeting the needs of new customers without any detriment to its existing customers, the Commission finds that granting Aqua’s application for approval of the acquisition is necessary or proper for the service, accommodation, convenience, or safety of the public; THEREFORE,

IT IS ORDERED:
1. That the Application of Aqua Pennsylvania, Inc. at Docket        No. A-2012-2282704 is hereby approved.
2. That a Certificate of Public Convenience be issued pursuant 
to Section 1102(a)(1)(i) and (3) of the Public Utility Code, 66 Pa. C.S. §1102(a)(1)(i) and (3), evidencing Commission approval of the acquisition by Aqua of the water system assets of Bristol Township, known as the Newportville-Ferguson area situated in a portion of Bristol Township, Bucks County, as described in the Application.
3. That upon notice of closing, a Certificate of Public Convenience be

 issued pursuant to Section 1102(a)(1)(i) and (3) of the Public Utility Code, 66 Pa. C.S. §1102(a)(1)(i) and (3), evidencing Commission approval for Aqua Pennsylvania, Inc. to begin to offer, render, furnish and supply water service to the public in Bristol Township, Bucks County.
4. That Aqua Pennsylvania, Inc. shall file a tariff supplement for the

 subject service territory and rates within 10 days after the date of closing.  
5. That after closing, Aqua Pennsylvania, Inc. will file copies of its
 original cost study of Bristol Township water assets with the Secretary’s Bureau and the Bureau of Technical Utility Services, upon completion of said study.
6. That due to the significant differences in the value of Utility Plant

 and Accumulated Depreciation shown on Bristol Township’s Financial Statement and Aqua Pennsylvania, Inc.’s tentative journal entry, the original cost study should be reviewed at the time of the next general rate increase to determine whether Aqua Pennsylvania, Inc.’s claims are reasonable.  This review should also address any contributions-in-aid-of-construction.  
7. That nothing herein shall be construed to exempt Aqua

 Pennsylvania, Inc. from obtaining all necessary permits, licenses, and approvals from other local, state and federal government agencies having jurisdiction.
8. That a copy of this Order be served upon Aqua Pennsylvania, Inc., 
Bristol Township, the Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate and the Department of Environmental Protection, Southeast Regional Office and Central Office-Bureau of Regulatory Counsel.
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BY THE COMMISSION,

Rosemary Chiavetta

Secretary

(SEAL)

ORDER ADOPTED:  March 29, 2012
ORDER ENTERED:  March 29, 2012
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