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ORDER
BY THE COMMISSION:

By the application (Application) filed on September 9, 2014, Pennsylvania-American Water Company–Wastewater Division (PAWC-WD), 800 West Hersheypark Drive, Hershey, PA  17033, Utility Code 230073, seeks a certificate of public convenience pursuant to 66 Pa. C.S. Sections 1102(a)(1)(i) and (3) of the Public Utility Code, evidencing commission approval of:  1) the transfer, by sale, of substantially all of Shippenville Borough properties and rights related to its wastewater system to PAWC-WD, and 2) the rights of PAWC-WD to begin to supply wastewater service to the public in Shippenville Borough and an additional portion of Elk Township, Clarion County, Pennsylvania.  PAWC-WD is a wholly-owned division of Pennsylvania-American Water Company (PAWC), Utility Code 212285.
I.
BACKGROUND AND AFFECTED ENTITIES
Proofs of service and publication were submitted by PAWC-WD.  In addition, notice of this Application was published in The Pennsylvania Bulletin, 44 Pa.B. 6059, on Saturday, September 20, 2014.  The protest period ended October 6, 2014.  No protests were filed and no hearings were held.

PAWC-WD is a regulated public utility company, duly organized and existing under the laws of the Commonwealth of Pennsylvania.  PAWC-WD is currently engaged in the business of collecting, treating, transporting and disposing of wastewater and sewage for the public.  The PAWC-WD existing service territory covers various counties throughout Pennsylvania including Clarion County.  As of July 31, 2014, PAWC-WD furnished wastewater service to 16,676 customers as follows:  15,840-residential, 778-commercial, 6-industrial, 48-municipal and 4-sale for resale.
Shippenville Borough (Shippenville) is an incorporated municipality organized and existing under the laws of the Commonwealth of Pennsylvania that owns and operates a public sanitary wastewater treatment system, National Pollution Discharge Elimination System (NPDES) No. PA0103276, serving customers in Shippenville Borough and a portion of Elk Township, Clarion County, Pennsylvania.  Shippenville has a mailing address of P.O. Box 244, Shippenville, PA  16254.  As of March 4, 2014, Shippenville furnished wastewater service to 245 customers of whom 226 were residential, 17 were commercial and 2 were municipal.  In supplemental information provided to the commission, there are 222 residential, 17 commercial customers and 1 municipal customer in Shippenville Borough while there are 4 residential customers and 1 municipal customer in Elk Township.  PAWC furnishes water services in the proposed service territory.
II.
LOCATION OF FACILITIES TO BE ACQUIRED
The Application states Shippenville’s wastewater service area includes Shippenville Borough and a portion of Elk Township encompassing approximately 254 acres.  The Application’s Exhibit L contains a map that depicts the entire proposed service territory.  The proposed service territory is located approximately 2,000 feet west of PAWC-WD’s newly acquired wastewater service territory in Paint and Elk Townships, formerly owned by the Paint–Elk Joint Sewer Authority.
III.
DESCRIPTION OF FACILITIES TO BE ACQUIRED 
According to the Pennsylvania Department of Environmental Protection (DEP), Shippenville’s wastewater treatment system was constructed in the late 1980’s and consists of an oxidation ditch treatment process, clarifier, chlorine contact tank with a liquid sodium hypochlorite feed system, aerated sludge holding tank and sludge drying beds.  The wastewater treatment plant has a permitted hydraulic capacity of 50,000 gallons per day (GPD) that serves approximately 245 Equivalent Dwelling Units (EDUs).  The wastewater treatment plant’s effluent is discharged to Deer Creek and its residual sludge is disposed of at Tri-County Landfill.  

Shippenville’s wastewater collection system contains one lift station with two 46 gallon per minute (gpm) pumps that serve seven residences through 600 linear feet (L.F.) of force main.  There is approximately 21,300 L.F. of gravity sewer line that consists of 12,500 feet of 6 inch diameter PVC sewer pipe, 7,700 feet of 8 inch diameter PVC sewer pipe, and 1,100 feet of 1 ¼ inch diameter force main and related appurtenances.
IV.
PURCHASE AGREEMENT

The subject Application contained an executed purchase agreement (Agreement) dated August 13, 2014, between Shippenville Borough and PAWC-WD.  The Agreement, established a purchase price for the system of $690,000.  The purchase price will be paid directly to Shippenville on the date of closing by corporate check or wire transfer at PAWC-WD’s discretion.  Shippenville will cease providing service after the sale to PAWC-WD is completed.  The negotiations were conducted at arm’s length and PAWC-WD and Shippenville are not affiliated within the meaning of 66 Pa. C.S. Section 2101 et seq.
The assets to be acquired include all land and land rights, sanitary wastewater treatment plant and related appurtenances, collection system mains and related appurtenances, pumping stations, laterals (i.e., main to edge of road or curb-line or property-line or right-of-way), equipment, tools, inventory and all other sanitary wastewater system assets and appurtenances.  The assets also include all rights, titles, and interests of Shippenville in and to such land, easements, and rights-of-way, as identified in the Agreement’s Schedule 4.8 and Schedule 4.9 and franchises, licenses, and permits related to Shippenville's wastewater system.
Specifically excluded from the acquired assets are (i) the sewer laterals from edge of road or curb-line or property-line or right-of-way to and throughout the customer's property; (ii) any and all grinder pump units, and related appurtenances, of the individual customers; (iii) all storm water system facilities; and (iv) those assets listed in the Agreement’s Schedule 1.2  plus seller's cash and accounts receivable on the seller's books at closing, as well as all personal property not used in the everyday operation of the wastewater system.  PAWC-WD also stated that no investment securities owned by Shippenville will be transferred as part of the proposed transaction.
The tentative journal entries to record the transfer in PAWC-WD’s accounts are as follows:



Debit
Credit
Utility Plant

 
                     $1,350,000
Accumulated Depreciation
      
$660,000
Short Term Debt
                   
$690,000
PAWC-WD stated that it will undertake an original cost study to determine the original cost and accumulated depreciation of Shippenville wastewater utility plant in service.  Once the original cost study is prepared and the property’s depreciated original cost and book value are finalized, PAWC-WD will amend the pro forma balance sheet giving effect to the transfer, accordingly.  PAWC-WD stated it will initially finance the transfer by short term bank debt which, at the appropriate time will be replaced through the issuance of long-term debt.
PAWC-WD’s projected revenues and expenses, found in the Application’s Exhibit N are based upon the rates set-forth on Schedule 6.2.2 and tie into Shippenville’s revenues of $135,339 for the year ending 2013 as identified in the Application’s Exhibit D.  The expenses of $43,577, as identified in the Application’s Exhibit N, included the following estimated values: $21,383 for labor and related expenses; $7,200 for treatment and related expenses; $4,800 for maintenance, testing and related expenses; and $10,194 for miscellaneous expenses.
V.
PROPOSED RATES

PAWC-WD stated that it will adopt Shippenville rates existing at the time of closing for Shippenville customers and noted that current rates do not distinguish between customer classes.  According to PAWC-WD, there are no known “unmetered customers” and a typical Shippenville metered residential customer using 4,000 gallons of water pays $55.00 per month for wastewater service.  PAWC-WD provided a comparison of the rates metered wastewater customers pay in its Rate Zone 2 that includes its Clarion Wastewater System District.  This comparison indicated that a typical metered residential customer in PAWC-WD’s Rate Zone 2 using 4,000 gallons of water pays $48.04 per month for wastewater service.
VI. 
OPERATIONS UNDER PAWC-WD

Shippenville is approximately 1.2 miles from PAWC-WD’s recently acquired Paint-Elk wastewater system.  PAWC-WD stated the Shippenville wastewater system will be operated and managed out of the Clarion Wastewater System District.  Pending closing, PAWC-WD plans to offer an employment opportunity to the current Shippenville operator, who along with the Clarion Wastewater System District's four full-time employees will support the Shippenville wastewater system operations on a full time basis.  PAWC-WD will also have professional support from other PAWC-WD departments, including engineering, environmental, security, loss control and safety, as well as administrative support. 

PAWC-WD stated that after closing, it intends to interconnect the Shippenville wastewater collection system to the Paint-Elk wastewater system.  Once interconnected, PAWC-WD will decommission the Shippenville wastewater treatment plant and operate both collection systems as a regional wastewater provider utilizing its Paint-Elk wastewater treatment plant to treat the combined flows.
VII.
ADDITIONAL MATTERS PERTINENT TO THIS TRANSACTION

PAWC-WD stated it will permit, engineer, design and construct, at its expense, a wastewater line to interconnect the Shippenville wastewater system to PAWC-WD's Paint-Elk wastewater system to serve the customers of Shippenville from PAWC-WD’s existing Paint-Elk wastewater system.  PAWC will use its best efforts to secure DEP’s approval of the required permits, to include updating any and all Act 537 Official Sewage Facilities Plans (Act 537 Plans) for Shippenville Borough and Paint and Elk Townships as required by DEP, and shall prepare all regulatory applications, plans and documents required for the wastewater system improvements at PAWC-WD's expense.  In the time between closing and the demolition of Shippenville's existing wastewater treatment plant, PAWC-WD will operate the existing wastewater treatment plant until the interconnection improvements have been placed into service.  PAWC-WD stated the interconnection will take approximately 18 months from the date of closing and estimated the cost of the interconnection to be $1,505,000.
PAWC-WD states in the Agreement that the Shippenville wastewater system, as operated by Shippenville, is subject to a DEP Consent Order and Agreement, (COA) dated November 4, 2010, attached as Schedule 8.1.17.  PAWC shall participate along with Shippenville in obtaining a revised or new COA consistent with PAWC-WD's plan to interconnect the Shippenville wastewater system with PAWC-WD's Paint-Elk wastewater system, and for the subsequent abandonment, demolition and removal of the existing wastewater treatment plant.

VIII.
REGULATORY REQUIREMENTS

Regarding the acquisition of Shippenville, and the concomitant rendering of public utility wastewater service to the territory served by Shippenville as described in Exhibit L of the Application, we find that the Application and its supporting documents meet the requirements of both the Public Utility Code and our regulations.

Regarding the PAWC-WD's intention is to interconnect the Shippenville collection system to the recently acquired Paint-Elk wastewater system; we understand that these areas within the affected political subdivisions have yet to obtain municipal and DEP approvals for updating the Act 537 Plans of Shippenville Borough and Elk and Paint Townships.

IX.
PUBLIC INTEREST CONSIDERATIONS OF APPROVED CERTIFICATE
PAWC-WD submits that the proposed transfer will have a beneficial effect on Shippenville customers in that they will receive the benefit of PAWC-WD’s experience in managing and operating water and wastewater systems which will result in efficiencies and improvements in the service to the customers to be transferred.     PAWC-WD states that its existing customers will benefit because the acquisition will expand the customer base, over which existing costs are recovered, and thereby stabilize or reduce per-customer costs.
PAWC-WD 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.  Further, the DEP’s Northwestern Regional Office stated it has no pending actions or outstanding compliance with PAWC-WD within the DEP Northwest Region.
X. 
CONCLUSION

Based upon the facts that PAWC-WD will expand its service territory to customers in compliance with our regulations, the beneficial economies of scale of an expanded customer base, and that PAWC-WD will be meeting the needs of new customers without any detriment to its existing customers, the Commission finds that granting PAWC-WD’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 Pennsylvania-American Water Company- Wastewater Division at A-2014-2441953 is hereby approved. 
2. That a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. Sections 1102(a)(1)(i) and (3), of the Public Utility Code evidencing Commission approval of the acquisition by Pennsylvania-American Water Company–Wastewater Division of the wastewater system assets of Shippenville Borough, Clarion County.
3. That upon notice of closing, a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. Sections 1102(a)(1)(i) and (3), evidencing Commission approval for Pennsylvania-American Water Company–Wastewater Division to begin to offer or furnish wastewater service to the public in Shippenville Borough and an additional portion of Elk Township, Clarion County.

4. That Pennsylvania-American Water Company–Wastewater

Division will file copies of its original cost study of the Shippenville Borough’s wastewater assets with the Secretary’s Bureau and the Bureau of Technical Utility Services, upon completion of said study.
5. That Pennsylvania-American Water Company–Wastewater

Division will file copies of the updated, DEP approved, Act 537 Official Sewage Facilities Plans for Shippenville Borough and Paint and Elk Townships with the Secretary’s Bureau and the Bureau of Technical Utility Services, upon receipt of said approved plans from DEP prior to the construction of the proposed interconnect of the Shippenville collection system to Pennsylvania-American Water Company–Wastewater Division’s Paint-Elk wastewater system.
6. That nothing herein shall be construed to exempt Pennsylvania-
American Water Company–Wastewater Division from obtaining all necessary permits, licenses, and approvals from other local, state, and federal government agencies having jurisdiction.
7. That within ten days following the date of closing, the Pennsylvania-

American Water Company–Wastewater Division shall file, with the Commission, a tariff supplement for the subject service territory and rates, effective on the date of closing.
8. That a copy of this Order be served upon Pennsylvania-American

Water Company–Wastewater Division, Shippenville Borough, Elk Township, Paint Township, the Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Department of Revenue, Bureau of Corporate Taxes, and the Department of Environmental Protection, Northwest Regional Office and Central Office-Bureau of Regulatory Counsel.
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BY THE COMMISSION,

Rosemary Chiavetta


Secretary

(SEAL)

ORDER ADOPTED:  March 11, 2015
ORDER ENTERED:  March 11, 2015
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