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ORDER


BY THE COMMISSION:

By the application (Application) filed on June 6, 2016, the York Water Company - Wastewater (York), utility code 230087, 130 East Market Street, York, Pennsylvania, 17401, seeks certificates of public convenience pursuant to Sections 1102(a)(1) and (3) of the Public Utility Code, 66 Pa. C.S. §§ 1102(a)(1) and (3), evidencing Commission approval of:  (1) the acquisition by York of West York Borough’s wastewater collection system assets; and (2) the right of York to begin to offer or furnish wastewater service to the public in West York Borough, York County, Pennsylvania.  In addition, York seeks certificates of filing pursuant to Section 507, of the Public Utility Code, 66 Pa. C.S. § 507 evidencing Commission approval of the right of York to assume two municipal contracts necessary for York’s acquisition of West York Borough’s wastewater collection system assets.

I. BACKGROUND AND AFFECTED ENTITIES

York submitted proof of publication and service to the appropriate entities.  In addition, notice of this Application was published in the Pennsylvania Bulletin, 46 Pa.B. 3571, on Saturday July 2, 2016.  The protest period ended July 18, 2016.  No protests were filed and no hearings were held.

York is a regulated public utility company, duly organized and existing under the laws of the Commonwealth of Pennsylvania.  York is currently engaged in the business of collecting, treating, transporting and disposing of wastewater for the public in portions of East Manchester Township, Lower Windsor Township, and East Prospect Borough, all located in York County, Pennsylvania.  As of December 31, 2015, York provided wastewater service to approximately 640 customers.  York is a division of The York Water Company, utility code 213550.  The York Water Company provides water service to approximately 65,447 customers in York County, including West York Borough, as well as portions of Adams County, Pennsylvania.

West York Borough (Borough) is a municipal corporation, organized and existing under the laws of the Commonwealth of Pennsylvania, which owns and operates a wastewater collection system serving the public in West York Borough, York County, Pennsylvania.  The Borough provides wastewater collection services to 1,667 customers of which there are 1,571 residential and 96 commercial customers.  The Borough’s mailing address is 1700 West Philadelphia Street, York, Pennsylvania 17404.


II. LOCATION OF FACILITIES TO BE ACQUIRED

A map depicting West York Borough’s existing wastewater service area, which is contained entirely within the Borough’s municipal boundaries, as well as map depicting York’s matching requested wastewater service territory, were provided in the Application marked as Exhibits D and E, respectively.  The requested wastewater service territory area encompasses the Borough’s corporate limits and consists of approximately 320 acres.

West York Borough is centrally located in York County southeast of the intersection of State Routes 30 and 74.  The City of York (City) borders the Borough to the east and West Manchester Township (Township) borders the remainder of the Borough.  West York Borough is situated entirely within The York Water Company’s existing water service territory.

III. DESCRIPTION OF FACILITIES TO BE ACQUIRED

West York Borough’s wastewater system assets are comprised of a collection system that conveys the Borough’s wastewater to the City of York’s wastewater system for treatment and disposal.  The Borough’s collection system also conveys wastewater from West Manchester Township, through the Borough’s collection system, to the City of York’s wastewater system.

West York Borough’s wastewater collection system is situated entirely within the Borough and includes approximately 56,938 linear feet of gravity-flow collection pipe, 227 manholes, and 1,667 linear feet of 4-inch diameter vitrified clay (VC) sewer laterals.  The wastewater system’s gravity-flow collection pipe varies in size from 8 to 20-inches in diameter and is comprised mainly of vitrified clay pipe with a small portion consisting of SDR 35 polyvinyl chloride (PVC) plastic pipe.  A breakdown of the Borough’s gravity-flow collection pipe by length, diameter and material type is as follows:

1,011 Feet of 20-inch Diameter VC Pipe
1,210 Feet of 18-inch Diameter VC Pipe
2,465 Feet of 15-inch Diameter VC Pipe 
3,443 Feet of 12-inch Diameter VC Pipe
48,731 Feet of 8-inch Diameter VC Pipe
78 Feet of 8-inch Diameter SDR 35 PVC Pipe

The Borough’s collection system also conveys wastewater from West Manchester Township, via a pump station and force main, through the Borough’s trunk line or interceptor pipe to the City of York’s wastewater collection, conveyance and treatment system.  The subject pump station is located in West Manchester Township while the pump station’s force main is located in both West Manchester Township and the Borough.  According to the Borough’s Chapter 94 Municipal Wasteload Management Annual Report for 2015 (2015 Chapter 94 Report) dated January 5, 2016, the pump station also serves a small area of the Borough.  West York Borough has an inter-municipal agreement with West Manchester Township for the Borough and Township’s joint use of the pump station and force main as well as the Borough’s wastewater interceptor pipe.  West York Borough also has an inter-municipal agreement with the City of York for conveying flow to the City’s wastewater system.  These agreements are discussed later in this Order.

IV. PURCHASE AGREEMENT

On January 18, 2016, York entered into an Agreement of Wastewater Collection System Sale (Sale Agreement) with West York Borough by which York agreed to purchase the wastewater system assets of the Borough for the consideration of $395,000.  A copy of the Sale Agreement is attached to the Application marked as Exhibit I.  According to York, the negotiations were conducted at arm’s length and York is not affiliated with West York Borough.

The Sale Agreement stipulates that York will purchase West York Borough’s wastewater collection system assets as defined in Section 2 of the Sale Agreement and fully described in the Sale Agreement’s Appendix A.  Section 2 of the Sale Agreement defines the term “wastewater collection system” as all of the physical property, equipment and facilities comprising the existing wastewater collection system owned and operated by the Borough, with attendant easements, rights of way, if any, personal property, fixtures and equipment.  The Sale Agreement’s Appendix A specifically lists sanitary pressure sewer, sanitary gravity sewer, sewage force main, sanitary laterals from the collection facilities to the edge of rights-of-way, curb boxes and appurtenant fixtures and equipment as well as wastewater pumping stations, vaults, valves and manholes.  Excluded assets, as described in Section 2.2 of the Sale Agreement, include funds of the Borough such as any checking accounts, savings accounts, accounts receivable, insurance, and other investments related to the wastewater collection system or the provision of wastewater services by the Borough. 

Additional terms of the Sale Agreement include a consideration by the Borough to complete action on a mandatory connection ordinance permitting York to provide wastewater collection within the Borough.  The Borough also agrees to York’s use of the streets without charge as necessary or desirable by York for the maintenance and operation of the wastewater collection system.  The Sale Agreement stipulates that York will bill monthly for wastewater service and will adopt the wastewater rate set by the Borough in effect at the time of closing.  York will maintain the rates unless and until adjusted by the Commission.  The Sale Agreement also stipulates that two intermunicipal agreements that West York Borough has with the City of York and West Manchester Township will become obligations of York.  The Sale Agreement assigns York these municipal agreements to become effective on the date of closing.

On December 13, 1976, West York Borough entered into an agreement (1976 Agreement) with the City of York revising and revoking previous agreements allowing wastewater generated within the Borough to be transported through the Borough-owned collection system to the City of York’s Wastewater Treatment Plant (WWTP), National Pollution Discharge Elimination System (NPDES) Permit No. PA 0026263, located at 1701 Black Bridge Road, York County, Pennsylvania.  The 1976 Agreement outlines, among other things, the Borough’s service area, the maximum daily hydraulic and chemical loading of the wastewater flow that the Borough is allowed to contribute to the City’s wastewater treatment plant, a treatment charge, a debt service charge due to plant upgrades, connection points, interceptors, and meters for flow measuring, plant reserve capacity as well as maintenance and repair obligations.  The 1976 Agreement is included in the Application marked as Exhibit L along with two subsequent agreement amendments.  A letter from the City of York’s Assistant Solicitor dated May 13, 2016, supporting York replacing West York Borough in the 1976 Agreement between the City of York and West York Borough was included in the Application marked as Exhibit O.

On May 28, 1959, West York Borough entered into an agreement (1959 Agreement) with West Manchester Township for joint use of a pumping station that was constructed in West Manchester Township.  The pumping station replaced a similar facility that was previously owned by the Borough.  The 1959 Agreement stipulated, among other things, that the Borough and Township would share the costs to construct, operate and maintain the pump station, its force main as well as the gravity line from the Borough to the pumping station.  The Borough is also allocated 25% of the lift station capacity and pays 25% of the operation and maintenance costs.  In addition, the 1959 Agreement established a percentage amount the Township pays the Borough for the Township’s use of the Borough’s trunk lines to convey flow to the City of York’s WWTP.  According to the 1959 Agreement, the Township pays the Borough 5% of the amount charged to the Township by the City of York for the treatment of raw sewage contributed by the Township to the pumping station.  A copy of the 1959 Agreement was included in the Application marked as Exhibit M.  In supplemental information, York provided a copy of a letter from West Manchester Township’s Manager dated August 31, 2016, acknowledging and agreeing to the transfer of the obligations of the 1959 Agreement from the Borough to York.

V. ADDITIONAL CAPITAL REQUIREMENTS

York stated that it will spend $20,000 for the installation of Supervisory Control and Data Acquisition (SCADA) equipment and approximately $60,000 for the installation of two meter vaults and associated wastewater flow meters to improve wastewater flow monitoring.  The proposed flow meters will be utilized to compare sewage flow with measured precipitation in an effort to identify and reduce inflow and infiltration (I&I) entering the wastewater collection system.  Continued system improvements will be based upon further assessment of the wastewater collection system and the effort to reduce I&I in the collection system.  York indicated that the improvements will be completed within the first six months following closing.

The purchase price and the cost of the additional capital improvements will be financed by internally generated funds, proceeds from the issuance of common stock under York Water’s dividend reinvestment and direct stock purchase and employee stock purchase plans, and if necessary, borrowings against York’s established lines of credit.  York stated it will undertake an original cost study after closing and will establish the depreciated original costs of the Borough’s wastewater collection system assets.  York avers that according to Borough records, no assets within the collection system were contributed and that the Borough does not have any outstanding PENNVEST loans.

The Application contained the following tentative journal entries that will be used to record the West York Borough wastewater collection system purchase into the accounts of York:
 
	Account Number
	Account Description
	Debit
	Credit

	105
	Construction Work in Process
	$395,000
	

	131
	Cash
	
	$395,000



	Account Number
	Account Description
	Debit
	Credit

	101
	Utility Plant in Service
	$404,000
	

	108
	Accumulated Depreciation
	
	$217,000

	114
	Utility Plant Acquisition Adjustment
	$258,000
	

	105
	Construction Work in Process[footnoteRef:1] [1:  $445,000 Construction Work in Process = $395,000 Purchase Price + $50,000 in Other Acquisition Costs.] 

	
	$445,000



VI. PROPOSED RATES

West York Borough currently charges wastewater customers quarterly, a minimum of $78.50 per Equivalent Dwelling Unit (EDU) for residential service and $97.00 per EDU for commercial service.  The Application and the Sale Agreement contain conflicting statements on proposed rates.  The Sale Agreement states that York will adopt the current rates of the Borough while the Application outlines a proposed monthly rate based on a customer charge plus an additional volumetric charge.  York states in the Application that the proposed rates are intended to produce charges approximately equal to or less than their current charges for wastewater service.

Under York’s proposed rates for West York Borough, residential customers would be billed $25 per month for the first 3,000 gallons of water used plus $2.00 per 1,000 gallons of water used above 3,000 gallons.  Commercial customers would be billed $35 per month for the first 3,000 gallons of water used plus $2.00 per 1,000 gallons of water used above 3,000 gallons.  These changes in billing would produce a slight rate reduction for customers that use less than 3,000 gallons of water per month and an increase for customers using greater than 3,000 gallons of water per month.

Since The York Water Company supplies water service in the subject area, York was able to review the residential water usage billing history of West York Borough for the twelve month period of November 2014 to October 2015.  A comparison chart was included in the Application marked as Exhibit G.  The study determined that a typical residential customer of West York Borough uses about 4,393 gallons of water per month.  The Commission calculated that a typical customer using 4,393 gallons of water per month would be billed $27.79 per month or $83.35 per quarter resulting in a 6.2% increase from the current rates.  The study also determined that about 60% of the residential customers would see an increase in wastewater rates under York if the Application were approved as filed.  The Application contained evidence that York sent notification to the West York Borough wastewater customers on February 3, 2016, detailing the proposed acquisition, the future filing of this Application with the Commission, as well as the proposed future rates for wastewater service.   A copy of this mailing was included in the Application marked as Exhibit K.

York submitted a pro forma draft tariff supplement for the schedule of rates and charges in West York Borough attached to the Application marked as Exhibit P.  York will be directed to revise the pro forma draft tariff supplement to match the rates as stipulated within the Sale Agreement of the Borough at the time of closing except that York may bill monthly in lieu of quarterly and apply their rules and regulations to the customers within the requested additional territory as proposed.

York estimates that the annual revenue from the acquisition will be approximately $555,911and the estimated annual operating expenses are $815,640 based upon the Borough’s 2014 financial information.  These revenues and expenses produce a negative net revenue of approximately $259,729 ($555,911 – $815,640).

VII. OPERATIONS UNDER YORK WATER-WASTEWATER

After the acquisition, York will operate the West York Borough’s wastewater collection system as part of its wastewater operations, and the Borough will cease to provide public wastewater service.  York’s target date to begin providing service to the customers currently served by West York Borough’s wastewater collection system is five days after closing.

VIII. ACT 537 SEWAGE FACILITIES PLAN AND LAND-USE PLANNING COMPLIANCE

York provided a summary from the West York Borough Engineer, C.S. Davidson, Inc., stating that while no Act 537 Official Sewage Facilities Plan (Act 537 Plan) was specifically prepared for West York Borough, several comprehensive/regional sewage facilities plans were prepared by other governmental agencies that the Borough has reviewed or adopted.  The Pennsylvania Department of Environmental Protection’s (DEP’s) Southcentral Regional Office confirmed that West York Borough was initially covered by a York County Comprehensive Sewage Study – Phase I Inventory developed in the early 1970’s and approved by DEP on December 21, 1973.  DEP verified that the most recent sewage facilities plan involving allocations to the tributary municipalities was an update to the York City Sewer Authority Regional Act 537 Plan submitted in October 2002 and approved by DEP on August 13, 2003.  DEP also stated that it has no pending actions or outstanding complaints against York or West York Borough’s wastewater collection system.

The Application contained a copy of a letter from the York County Planning Commission dated February 12, 2016, verifying that the Application is in compliance with York County’s Comprehensive Plan.  A copy of this letter is included the Application marked as Exhibit J.

IX. OTHER CONSIDERATIONS

York states that West York Borough is no longer willing to provide wastewater service to its customers due to the regulatory requirements necessary to continue to provide service and the difficulties in maintaining a viable wastewater collection system.  York will bring significant resources to the West York Borough wastewater collection system in order to keep it in compliance with existing and proposed regulatory requirements.  In addition, York avers that no corporation or individual is now furnishing or has corporate or franchise rights to furnish service similar to that to be rendered by York in the requested territory and that no competitive condition will be created.

York is current with its annual and quarterly earnings reports as well as the Security Planning and Readiness report filing requirements.  York also has no outstanding fines or assessments due to the Commission.  

X. CONCLUSION

The newly acquired customers will receive the benefit of York’s experience in managing and operating wastewater systems which will result in efficiencies and improvements in service.  York’s existing customers will benefit because the acquisition will expand the customer base over which costs are recovered and will thereby stabilize per-customer costs.  York has the managerial, technical and financial capabilities to safely and adequately operate the Borough’s wastewater collection system in compliance with the Public Utility Code, the Clean Streams Law and other regulatory requirements, and to make improvements as needed, on a short and long term basis. 

Based upon the facts that York will expand its service territory in compliance with Commission regulations, the Commission finds that granting approval of York’s Application for this acquisition is necessary or proper for the service, accommodation, convenience, and safety of the public; THEREFORE,


IT IS ORDERED:

1. That the Application of The York Water Company - Wastewater at Docket A‑2016-2552403 is hereby conditionally 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 York Water Company - Wastewater of the wastewater collection system assets of West York Borough as described in the Application.

3. That The York Water Company – Wastewater is to file a revised pro forma draft tariff proposal within 10 days of entry of this Order to match the rates stipulated within the Agreement of Wastewater Collection System Sale, except that York may bill monthly in lieu of quarterly.

4. That The York Water Company – Wastewater shall notify the Commission within 10 days of the closing on the West York Borough’s wastewater collection system assets.

5. That upon notice of closing, a Certificate of Public Convenience be issued pursuant to 66 Pa. C.S. § 1102(a)(1)(i) evidencing Commission approval for The York Water Company – Wastewater to begin to offer, render, furnish and supply wastewater service to the public in all of West York Borough, York County, Pennsylvania.


6. That The York Water Company - Wastewater shall file a tariff supplement incorporating West York Borough’s wastewater service territory and existing wastewater service rates within 10 days following the date of closing, to become effective on one day’s notice.

7. That Certificates of Filing under Section 507 of the Pennsylvania Public Utility Code, 66 Pa. C.S. § 507, shall be issued for York Water Company – Wastewater to assume West York Borough’s obligation in:  (1) the Articles of Agreement between the City of York and West York Borough dated December 13, 1976, as amended; and (2) the Agreement between West York Borough and West Manchester Township dated May 28, 1959.

8. That The York Water Company - Wastewater will file copies of its original cost study of the wastewater collection system assets acquired from West York Borough with the Secretary’s Bureau and the Bureau of Technical Utility Services, upon completion of said study.

9. 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 York Water Company - Wastewater from obtaining all necessary permits, licenses, and approvals from other federal, state, and local government agencies having jurisdiction.

10. That a copy of this Order be served upon The York Water Company - Wastewater, West York Borough Council, York County Commissioners, City of York, York City Sewer Authority, West Manchester Township, West Manchester Township Authority, the Pennsylvania Public Utility Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, the Department of Environmental Protection – Southcentral Regional Office and its Central Office Bureau of Regulatory Counsel.


[image: ]	BY THE COMMISSION,




	Rosemary Chiavetta
	Secretary


(SEAL)
ORDER ADOPTED:  December 22, 2016
[bookmark: _GoBack]ORDER ENTERED:  December 22, 2016
3

14

image1.png




