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	Application of The Meadows at Watsontown, LLC (Meadows LLC) for approval, nunc pro tunc, of 1) the transfer, by sale, of the sewage system assets of DDB Watsontown, L.P. to Meadows LLC; 2) the right of Meadows LLC to begin to offer, render, furnish and supply sewage service to the public in a limited portion of Delaware Township, Northumberland County, Pennsylvania, known as Spring Lake Crest; and 3) the adoption of the existing sewage tariff and the
	A-2015-2491414

	
	

	Abandonment of Start Properties II, LLC of the right to offer, render, furnish or supply sewage service to the public in a limited portion of Delaware Township, Northumberland County, Pennsylvania, known as Spring Lake Crest 
	A-230079 




ORDER


BY THE COMMISSION:


By the Application filed July 7, 2015, The Meadows at Watsontown, LLC (Meadows LLC), 18 Albatross Drive, Watsontown, Pennsylvania 17777, seeks a Certificate of Public Convenience nunc pro tunc, pursuant to 66 Pa. C.S. §§ 1102(a)(1)(i) and (3), evidencing Commission approval of (1) the transfer, by sale, of the sewage system assets of DDB Watsontown, L.P. to Meadows LLC,[footnoteRef:1] (2) the right of  Meadows LLC to begin to offer, render, furnish and supply sewage service to the public in a limited portion of Delaware Township, Northumberland County, Pennsylvania, known as Spring Lake Crest and (3) the adoption of the existing sewage tariff (Application).  The Application is docketed as above and the assigned utility code is 2317825.[footnoteRef:2] [1:  As explained within the instant Order, DDB Watsontown, L.P. is a de facto public utility. ]  [2:  The Application also contained a request for approval of The Meadows of Watsontown, LLC to provide water services; see A-2015-2491413.  ] 


I. BACKGROUND AND AFFECTED ENTITIES
Meadows LLC submitted proofs of publication and service to the appropriate entities.  In addition, notice of the Application was published in the Pennsylvania Bulletin, 45 Pa.B. 3962, on Saturday, July 18, 2015.  The protest period ended August 3, 2015.  No protests were filed and no hearings were held.
The Application states that Meadows LLC, a limited liability corporation, sought to acquire the mobile home park of Spring Lake Village now known as the Meadows at Watsontown Mobile Home Park (Meadows MHP).  The Application alleges that the purchasers were unaware that public utility sewer service is provided to the 32 lots in the adjacent Spring Lake Crest residential subdivision with public utility assets shared by the mobile home park.  
The Application explains that upon investigation, Meadows LLC determined that Start Properties II, LLC, utility code 230079, is the certificated utility of record to serve the Spring Lake Crest residential subdivision.[footnoteRef:3]  The Application also explains that on April 17, 2002, Start Properties II, LLC (Start Properties II), filed for relief under the United States Bankruptcy Code which resulted in the transfer of the regulated utility assets to Community Banks, a Start Properties II lender.  It also appears that the entity DDB Watsontown, L.P. obtained an ownership interest in the utility assets at that time.  No party sought Commission approval for this transfer of utility assets. [3:  see Joint Application of KEO Homes and Start Properties II, LLC for the abandonment and initial certification to provide public utility sewer service at A-230074F2000 and A-230079, respectively, order entered December 21, 2000.  ] 

Meadows LLC asserts that they became aware of their obligations under the Public Utility Code when DDB Watsontown, L.P. disclosed the full extent of the services provided to the Spring Lake Crest residential subdivision after closing.  In a good faith effort to enter into regulatory compliance, Meadows LLC filed the instant Application seeking nunc pro tunc approval of a transfer of control of the sewage system assets from DDB Watsontown, L.P. and for approval to offer sewage service to customers in the Spring Lake Crest residential subdivision.  

II. LOCATION OF FACILITIES
The Spring Lake Crest residential subdivision is located approximately 3.4 miles northeast of Watsontown along the west side of Seagrave Drive (State Route 1005) in Delaware Township, Northumberland County, Pennsylvania.  The Meadows LLC estimates the area of the Spring Lake Crest subdivision to be about 30 acres.  The Meadows MHP is situated along the east side of Seagrave Drive directly opposite the Spring Lake Crest residential subdivision.  The sewage collection facilities are located in both Spring Lake Crest and the Meadows MHP while the sewage treatment and outfall facilities are situated solely within the Meadows MHP.

III. DESCRIPTION OF FACILITIES
The Application contained a letter marked as Exhibit N and dated February 11, 2015, from the Pennsylvania Department of Environmental Protection (DEP) transferring National Pollution Discharge Elimination System (NPDES) Permit No. PA0112534 T-1, Water Quality Management (WQM) Permit Nos. 4976402 and 4989406 to the Meadows at Watsontown, LLC for the operation of a community sewer system.  The expiration date of the NPDES permit is October 31, 2019.
The sewage collection system and treatment plant were originally constructed in 1976 and the treatment system was later modified in 1990.  The sewage treatment system includes a modified package treatment plant system with a total annual average design flow capacity of 0.053 million gallons per day (MGD) consisting of two wastewater treatment process trains.  According to WQM Permit No. 4976402, the first treatment process train consists of a package treatment plant with a 22,500 gallon aerobic tank, a clarifier, a chlorine contact tank and a disinfection tank that can treat an annual average flow of 0.020 MGD.  The second treatment process train, under WQM Permit No. 4989406, consists of a package treatment plant with a 31,873 gallon aerated flow equalization tank, a 33,000 gallon aeration tank, a 5,500 gallon clarifier, a chlorine contact tank, disinfection facility, and an aerobic sludge storage tank that can treat an annual average flow of 0.033 MGD.  The sewage treatment system effluent is discharged to Delaware Run.
According to supplemental information, the sewage collection system assets include:  one 3,000 gallon concrete pump station with a 3-inch diameter discharge pump, 19 concrete manholes, and about 5,000 linear feet of 8-inch dimeter clay and plastic pipe.  The sewage collection system’s plastic pipe is comprised of SDR 35 and Schedule 40 materials.

V. PURCHASE AGREEMENT
Meadows LLC states that the Meadows MHP was sold as a package for $1,500,000 that included a water system as well as a wastewater system.  A value breakdown of the water and sewage systems was not provided at the time of sale.  However, Meadows LLC provided the following allocations for the purchase price: 



	Category
	Other
	Sewer
	Total

	Land 
	$      38,000
	$      10,000
	$       48,000

	Buildings 
	115,000
	85,000
	200,000

	Mobile home for resale
	40,000
	0
	40,000

	Improvements:
	175,000
	175,000
	350,000

	Infrastructure
	175,000
	175,000
	350,000

	Customer list
	10,000
	0
	10,000

	Goodwill
	302,000
	0
	302,000

	Equipment
	100,000
	100,000
	200,000

	Total
	$955,000
	$545,000
	1,500,000



Meadows LLC states in supplemental information provided that current value of the wastewater system is still being determined.  However, Meadows LLC avers the total replacement cost of the wastewater system including all equipment, building, underground infrastructure including pipe, manholes and installation of said is estimated to be $1,000,000.
Meadows LLC has one loan held by the Branch Banking and Trust Company (BB&T) and states that the purchase price paid for the Meadows MHP, that included the mobile home community, water and wastewater facilities, was combined for loan purposes.  Meadows LLC estimates the book value for the wastewater system is about one third of the total purchase price.

VI. OPERATIONS UNDER MEADOWS AT WATSONTOWN, LLC 
The Application states that all customers in the Spring Lake Crest residential subdivision are unmetered residential class sewage customers and that there are no additional residential connections anticipated in the next ten years.  It also provides that Meadows LLC also provides unregulated wastewater service to the individual mobile home lots within the park.  Providing wastewater service to each individual mobile home is included in the rent paid by tenants and does not constitute jurisdictional public utility service.  Meadows LLC states that the wastewater system is operated by a certified operator and commits to always having a licensed operator running the sewage system.  Meadows LLC states that there are no plans to make any physical, operational or managerial changes to current operations.  Liquid sludge (biosolids) generated by the sewage treatment plant is transported to Milton Regional Sewage Authority.  Meadows LLC estimates the cost per year to remove biosolids is approximately $3,500.00.

VII. PROPOSED RATES 
The Application avers that, pursuant to the existing tariff, each residential dwelling unit in Spring Lake Crest is charged $15.00 per month for wastewater service and the Meadows MHP is charged a bulk flat rate of $1,875.00 per month.  Upon Commission approval of the Application, Meadows LLC will continue to provide wastewater service in its name to the residential customers in Spring Lake Crest.   Meadows LLC estimates an annual income of $5,760.00 and expenses of $18,035.23 for an annual net loss of $12,275.23 for providing sewage service to Spring Lake Crest.  While current operations are at a net loss, this does not excuse Meadows LLC from providing service compliant with the Public Utility Code and Commission Regulations.

VIII. OTHER CONSIDERATIONS
The Commission understands that on September 5, 2014, DEP entered into a Consent Order and Agreement (CO&A) with DDB Watsontown, L.P.  The Commission was informed by DEP that Meadows LLC was notified in a July 16, 2015, letter that specifically addresses the transfer of the site and the Meadows LLC 's duties and obligations under the CO&A.  Meadows LLC developed a Corrective Action Plan (CAP) dated July 29, 2015, that was submitted to DEP to comply with the CO&A.  Meadows LLC has provided DEP with two updates on the CAP.  The first update was provided February 1, 2016, the second update on March 21, 2016.  Copies of both updates were provided in the subject Application’s Attachment A-9.  DEP indicated that although there are issues with this facility and compliance with the CO&A, DEP is supportive of the Application.

IX. CONCLUSION
Meadows LLC is currently serving the Spring Lake Crest residential subdivision in Delaware Township, Northumberland County, Pennsylvania.   To facilitate the orderly transition from DDB Watsontown, L.P. to utility sewage service rendered by Meadows LLC, the Commission finds that granting the Application, as delineated herein, for approval of the acquisition, nunc pro tunc, is in the public interest. 

THEREFORE,


IT IS ORDERED:
1. That the Application of The Meadows at Watsontown, LLC at Docket A-2015-2491414, as delineated herein, is approved.  
2. That a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. § 1102(a) (3), evidencing Commission approval of the acquisition by The Meadows at Watsontown, LLC of the wastewater system assets of DDB Watsontown, L.P. in a portion of Delaware Township, Northumberland County, Pennsylvania, known as Spring Lake Crest residential subdivision, as described in the Application at Docket A‑2015-2491414.
3. That a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. § 1102(a)(1)(i), evidencing Commission approval for The Meadows at Watsontown, LLC to offer, render, furnish and supply sewage service to the public in a portion of Delaware Township, Northumberland County, Pennsylvania, known as Spring Lake Crest residential subdivision, at Docket A-2015-2491414.
4. That a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. § 1102(a) (2), evidencing Commission approval for the abandonment by Start Properties II, LLC of all public wastewater service at Docket A-230079.
5. That The Meadows at Watsontown, LLC shall file a tariff adoption supplement for the subject service territory within 10 days following the date of entry of this Order to become effective on one day's notice.
6. That The Meadows at Watsontown, LLC shall comply with the September 5, 2014 Consent Order and Agreement with the Department of Environmental Protection and provide quarterly updates to the Commission’s Secretary’s Bureau and the Bureau of Technical Utility Services beginning within 10 days following the date of entry of this Order and ending with the confirmation from the Department of Environmental Protection that all terms of the Consent Order and Agreement have been met.
7. That The Meadows at Watsontown, LLC  will file a copy of an original cost study of the sewage system assets acquired from DDB Watsontown, L.P. prior to its next rate increase filing.
8. That nothing herein shall be construed as an approval or determination of costs or expenses for the purpose of just or reasonable rates or to exempt The Meadows at Watsontown, LLC from obtaining all necessary permits, licenses, and approvals from other state, federal and local government agencies having jurisdiction.
9. That a copy of this Order be served upon the Meadows at Watsontown, LLC; Delaware Township; Start Properties II, LLC; the Pennsylvania Public Utility Commission Bureau of Investigation and Enforcement; the Office of Consumer Advocate; the Department of Revenue; the Bureau of Corporate Taxes; and the Department of Environmental Protection - Northcentral Regional Office and the Central Office - Bureau of Regulatory Counsel.
10. That Start Properties II, LLC - Sewer be deleted from all active Commission utility lists and that the Meadows at Watsontown, LLC - Sewer be added to such lists.
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	Rosemary Chiavetta
	Secretary

(SEAL)

ORDER ADOPTED:   September 15, 2016
ORDER ENTERED:   September 15, 2016
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