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ORDER

BY THE COMMISSION:
By the application (Application) filed on August 20, 2018, Pennsylvania-American Water Company – Wastewater Division (PAWC-WD), Utility Code 230073, 852 Wesley Drive, Mechanicsburg, Pennsylvania 17055, seeks certificates of public convenience pursuant to Sections 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 transfer, by sale, of substantially all of the Borough of Turbotville’s assets, properties and rights related to its wastewater collection and treatment system to PAWC-WD; and (2) the right of PAWC-WD to begin to offer or furnish wastewater service to the public in a portion of Turbotville Borough, Northumberland County, Pennsylvania.
I. BACKGROUND AND AFFECTED ENTITIES 
PAWC-WD submitted proofs of publication and service to the appropriate entities.  Notice of the Application was published in the Pennsylvania Bulletin, 48 Pa.B. 5589, on Saturday, September 1, 2018.  The protest period ended September 17, 2018.  No protests were filed, and no hearings were held.
[bookmark: _Hlk11239417]PAWC-WD is a regulated public utility company, duly organized and existing under the laws of the Commonwealth of Pennsylvania.  PAWC-WD furnishes wastewater collection, treatment and disposal service to approximately 65,048 customers within its certificated service territories throughout various counties of the Commonwealth including portions of Northumberland County.  PAWC-WD is a wholly owned subsidiary of American Water Works Company, Inc. and a wholly owned division of Pennsylvania-American Water Company (PAWC).  PAWC, Utility Code 212285, provides water service to approximately 659,466 customers in more than 400 communities throughout the Commonwealth.
The Borough of Turbotville (Turbotville) is a public body corporate organized and existing under the laws of the Commonwealth of Pennsylvania.  Turbotville owns and operates a wastewater treatment system that provides wastewater collection, treatment and disposal service to the public within its municipal boundaries.  As of June 30, 2018, Turbotville furnished wastewater service to 269 customer connections comprised of 243 residential, 20 commercial, and 6 municipal customers.
Through this transaction, PAWC-WD will acquire Turbotville’s wastewater system assets and begin providing wastewater service within the requested territory.  The Commission has previously approved an application by PAWC to acquire the water system assets of the Municipal Authority of the Borough of Turbotville (MABT) and begin providing water service within the service territory requested in that application.[footnoteRef:2]  While both applications for the water and wastewater systems were filed concurrently and share a common asset purchase agreement, the Commission approved the application for the water system acquisition in a separate order. [2:  See Application of Pennsylvania-American Water Company (PAWC) for approval of (1) the transfer, by sale, of substantially all of the Municipal Authority of the Borough of Turbotville’s assets, properties and rights related to its water treatment and distribution system to PAWC; (2) the right of PAWC to begin to offer or furnish water service to the public in the Borough of Turbotville, Northumberland County, Pennsylvania; and (3) the right of PAWC to begin to offer or furnish water service in portions of Lewis Township, Northumberland County, Pennsylvania.  Order entered January 17, 2019, at Docket No. A-2018-3004191. ] 

II. DESCRIPTION OF SUBJECT TERRITORY
A map of the requested wastewater service territory and a written description of the territory’s boundaries by metes and bounds were provided in the Application as Exhibits M and N, respectively.  The requested territory is situated entirely within the municipal boundaries of Turbotville and encompasses an area of approximately 166 acres.  Turbotville is situated east of Interstate 180 in the vicinity of State Route 44’s intersection with State Route 54 in the northern spur portion of Northumberland County.  Turbotville is bounded on all its sides by Lewis Township.
III. DESCRIPTION OF FACILITIES TO BE ACQUIRED
Turbotville’s wastewater system assets include a collection and conveyance system and an extended aeration wastewater treatment plant (WWTP) with its effluent discharging to an unnamed tributary of Warrior Run.  The majority of Turbotville’s wastewater flow is conveyed to its WWTP by a gravity collection system that includes 3.5 miles of six and eight-inch diameter mains, 88 manholes, laterals, land and easements.  Turbotville also operates one pump station that serves two connections.  A general inventory of Turbotville’s WWTP assets listed a comminutor chamber with a bypass bar screen, a flow splitter box, two 50,000-gallon aeration tanks, two 16,700 gallon settling basins, two 2,100-gallon chlorine contact tanks, a final effluent metering chamber, two 3-inch air lift pumps, a 29,700-gallon aerobic digestion tank, sludge drying beds, land, easements and other appurtenances.
In supplemental information filed with the Commission, PAWC-WD provided copies of Turbotville’s 2017 Chapter 94 Municipal Wasteload Management Report, Water Quality Management Permit No. 4999406 and National Pollutant Discharge Elimination System (NPDES) Permit No. PA0028100.  PAWC-WD identified the permitted hydraulic capacity of the Turbotville WWTP to be 136,000 gallons per day (gpd) and the organic load capacity to be 226.8 pounds per day of five-day Biochemical Oxygen Demand (BOD5).  The Turbotville WWTP’s average daily wastewater flow in 2017 was 56,000 gpd.  Accordingly, PAWC-WD averred that Turbotville’s wastewater system can provide adequate collection, conveyance and treatment to meet present and future customer demands.  However, Turbotville previously obligated itself in making extensive wastewater system upgrades and replacements, which are discussed in Section VI, below.
IV. PURCHASE AGREEMENT
On June 29, 2018, Pennsylvania-American Water Company, Turbotville and MABT entered into an Asset Purchase Agreement (APA) that outlined the terms of PAWC’s purchase of Turbotville’s wastewater system assets and MABT’s water system assets.  The APA specified the purchase price of $365,000 payable to Turbotville for the wastewater system assets.  PAWC-WD stated the purchase price was based on arms-length negotiations and that PAWC-WD and Turbotville are not affiliated.  A copy of the APA was included in the Application as Exhibit B.  PAWC-WD indicated it will initially finance the purchase with short-term bank debt and, at the appropriate time, replace that debt with the issuance of long-term debt.  PAWC-WD confirmed that it will complete an original cost study of Turbotville’s wastewater system assets after closing.

PAWC-WD provided the following tentative journal entries to record the transfer in its accounts:						Debit			Credit
Account 104 - Utility Plant Purchased			$365,000
Account 232 – Short-Term Debt			 	 			$365,000
Section 1.2 of the APA defined physical assets of the wastewater system as all assigned contracts, real estate, mains, pipes, pipelines, manholes, meters, tanks, storage facilities, valves, the wastewater system collection network and the wastewater treatment and disposal facilities.  Additional assets to be transferred include all rights-of-way, uses, licenses and easements.  Schedule 4.1(k) of the APA listed an agreement dated November 7, 1956, between the Pennsylvania Railroad Company and the Municipal Authority of the Borough of Turbotville, as the only contract or agreement being assumed by PAWC-WD through this transaction.  Schedules 4.1(l)(i) and (ii) of the APA listed rights in real property, leases and easements being transferred.
Section 1.4 of the APA listed excluded assets as, inter alia, Turbotville’s cash on hand, bank accounts, certificates of deposits and accounts receivable for wastewater services rendered through the closing date.  Schedule 1.4 of the APA further defined tangible assets not included in the sale.
V. OUTSTANDING OBLIGATIONS
The APA’s Article 8 - Conditions Precedent, outlined items that must be satisfied on or prior to closing.  PAWC-WD’s obligations include:  (1) PAWC-WD must have completed and received approval of any Official Sewage Facilities Plan (Act 537 Plan) updates required by the Department of Environmental Protection (DEP) as a result of PAWC-WD’s acquisition of Turbotville’s assets, and any other permits and governmental approvals identified in Schedule 4.1(q) of the APA; (2) if necessary, PAWC-WD must have entered into a Consent Order and Agreement with DEP so that upon closing PAWC-WD will be in compliance with all rules and requirements of DEP; and (3) PAWC-WD must have negotiated an agreement with Lewis Township for the provision of wastewater service to the State Route 54 Corridor.  In supplemental information filed with the Commission, PAWC-WD provided a copy of the Memorandum of Understanding (MOU) between Lewis Township and Turbotville dated April 9, 2018 and has confirmed that if a bulk service agreement is executed with Lewis Township, PAWC-WD will file the agreement with the Commission pursuant to 66 Pa. C.S. § 507.  Lewis Township is not currently connected to Turbotville’s wastewater collection system.
Turbotville’s obligations under the APA include: (1) Turbotville must have adopted, by resolution, rates equivalent to PAWC-WD’s Rate Zone 1 rates at the time the APA was signed; (2) Turbotville must have terminated its agreement with Lewis Township for the reservation of capacity within Turbotville’s WWTP, consistent with the MOU dated April 9, 2018; and (3) Turbotville must have taken all necessary action to cause the release, cancellation and discharge of any and all encumbrances so that at closing, all assets shall be free and clear and not subject to any liens or encumbrances.  In supplemental information filed with the Commission, PAWC-WD identified that Turbotville has two outstanding general obligation notes related to the assets to be transferred.  According to the APA these notes will be satisfied prior to closing.
The Commission will require evidence the conditions of the APA described above are satisfied, prior to issuing a Certificate of Public Convenience (CPC) approving this transaction.  Such evidence shall include: (1) a signed and dated copy of Turbotville’s ordinance or resolution adopting rates equivalent to the rates depicted in Schedule 6.1(j) of the APA and Exhibit L of the Application; and (2) a copy of the DEP-approved Act 537 Plan update for the Turbotville system and a copy of any Consent Order and Agreement PAWC-WD has or will have entered into with DEP related to the Turbotville system.[footnoteRef:3] [3:  See Ordering Paragraph No. 2. ] 


VI. ACT 537 SEWAGE FACILITIES PLAN COMPLIANCE 
Commission correspondence with DEP verified that Turbotville is not in compliance with its Act 537 Plan because it has not acted to implement a schedule of improvements outlined in the DEP-approved 2017 Act 537 Special Study (2017 Special Study) to Turbotville’s Act 537 Plan.  A copy of the 2017 Special Study was filed with the Commission in supplemental information.  The 2017 Special Study indicated the existing Turbotville WWTP was last upgraded in 1989 and is nearing the end of its useful life.  Because the Turbotville WWTP is nearing the end of its useful life and Turbotville must meet revised effluent limitations in accordance with its current NPDES permit, Turbotville selected to replace its existing WWTP with sequencing batch reactor (SBR) treatment technology at an approximate cost of $3,944,000.  In supplemental information filed with the Commission, PAWC-WD verified that the Turbotville WWTP experienced permit exceedances for five-day Carbonaceous Biochemical Oxygen Demand (CBOD5) and fecal coliform in July 2018, and exceedances for ammonia nitrogen in August 2018.
Article 6.1(f) of the APA required PAWC-WD to prepare, Turbotville to adopt and both parties to cooperate to obtain DEP approval of an amended Act 537 Plan for Turbotville prior to closing.  In additional supplemental information filed with the Commission, PAWC-WD provided a copy of the special study it prepared (PAWC-Special Study) to update Turbotville’s Act 537 plan.  The PAWC-WD Special Study reflects the transfer in ownership and proposes to replace the existing Turbotville WWTP with a new extended aeration WWTP in lieu of the SBR treatment plant selected in the 2017 Special Study.  PAWC-WD clarified that this alternative was selected because it meets the treatment objectives and has a lower construction cost than the proposed SBR plant.  A copy of Turbotville Borough Council’s Resolution No 4-17, that adopted the PAWC-Special Study to update Turbotville’s Act 537 plan, was provided in supplemental information filed with the Commission.  The update to Turbotville’s Act 537 plan was submitted to DEP for review and approval on May 1, 2019.
Due to a provision in the APA that allows PAWC-WD to terminate this transaction if DEP alters or rejects the referenced update to Turbotville’s Act 537 plan, the Commission will require, inter alia, evidence that DEP has approved the updated Act 537 Plan, prior to issuing a CPC approving this transaction.[footnoteRef:4] [4:  See Ordering Paragraph No. 2.b] 


VII. ADDITIONAL CAPITAL REQUIREMENTS 
Within the Application, PAWC-WD identified a 5-year capital improvement plan that included allocations for SCADA, security, safety, process and collection system improvements at an estimated total cost of $2,500,000.  In supplemental information filed with the Commission, PAWC-WD revised the estimated total cost of the 5-year capital improvement plan to reflect a total cost of approximately $4,900,000, including replacement of Turbotville’s WWTP and collection system improvements.  The proposed extended aeration WWTP will consist of a precast concrete modular tank system including an equalization tank, two aeration tanks two clarifiers and two sludge holding tanks.  Additionally, the PAWC-WD Special Study proposes to replace the influent pump station and install a UV disinfection system and an emergency generator at a total project cost of approximately $3.26 Million.
VIII. LAND-USE PLANNING COMPLIANCE
PAWC-WD sent land-use planning compliance verification letters to the Turbotville Borough Planning Commission and the Northumberland County Planning Commission.  Copies of these letters, dated August 8, 2018, were provided in the Application as Exhibit O.  Each planning commission responded to the verification letters identifying that the Application is consistent with any adopted municipal comprehensive plans and/or zoning ordinances.  Turbotville Borough’s response was included in the Application’s Exhibit O and the county response was provided in supplemental information filed with the Commission.
IX. PROPOSED RATES
Turbotville’s current rates are shown in the Application’s Exhibit K.  Turbotville currently charges its customers $87.00 per equivalent dwelling unit on a bi-monthly basis, resulting in an annual rate of $522.  Before closing, Turbotville will adopt rates equivalent to PAWC-WD’s Rate Zone 1 rates at the time the APA was signed; a rate schedule was included in Schedule 6.1(j) of the APA.[footnoteRef:5]  After closing, Turbotville customers will be billed monthly in lieu of bi-monthly and be subject to PAWC-WD’s effective wastewater tariff with respect to all other rates, terms and conditions of service.  A pro forma tariff supplement was included in the Application as Exhibit L.  Based on the proposed rates, PAWC-WD estimated that providing wastewater service within the requested territory will result in annual revenue of $244,210, annual expenses of $192,271 and a net annual income of $51,939. [5:  PAWC-WD’s Rate Zone 1 rates increased effective January 1, 2018, by Commission Order entered December 7, 2017, at Docket No. R-2017-2595853.  Turbotville customers are not subject to those increased rates. ] 

X. OPERATIONS UNDER PAWC-WD
In supplemental information filed with the Commission, PAWC-WD stated it will maintain the Turbotville’s wastewater system as a stand-alone system and utilize a contract operator to operate the Turbotville WWTP under the management of PAWC-WD’s Milton Division.  PAWC-WD’s Milton Division is approximately 3.5 miles from Turbotville’s WWTP.
XI. OTHER CONSIDERATIONS
PAWC-WD averred it has the managerial, technical and financial capabilities to safely and adequately operate Turbotville’s wastewater system and is committed to providing improved service in the future.  PAWC-WD maintains that no corporation, partnership or individual other than Turbotville is now furnishing or has corporate or franchise rights to furnish service similar to that to be rendered by PAWC-WD in the requested territory, and that no competitive condition will be created.  Additionally, PAWC-WD is current with its financial report filings and its annual security planning and readiness report filings and has no outstanding fines or assessments due to the Commission.
XII. CONCLUSION
Based upon the facts that PAWC-WD will expand its service territory to customers in compliance with Commission regulations; that the economies of scale of an expanded customer base has a beneficial effect on existing customers; and that PAWC-WD has the technical, regulatory, financial and legal fitness to operate and maintain the system assets, the Commission finds that granting approval of PAWC-WD’s Application is necessary or proper for the service, accommodation, convenience, or safety of the public and in the public interest; THEREFORE,
IT IS ORDERED:
1. That the Application of Pennsylvania-American Water Company – Wastewater Division at Docket No. A-2018-3004189, is hereby approved, consistent with this Order.





2. That, prior to the issuance of a Certificate of Public Convenience pursuant to Ordering Paragraph 3 of this Order, Pennsylvania-American Water Company – Wastewater Division shall file with the Commission’s Secretary’s Bureau and the Bureau of Technical Utility Services the following:
a. A signed and dated copy of Turbotville’s ordinance or resolution adopting rates equivalent to the rates indicated in Schedule 6.1(j) of the Asset Purchase Agreement and Exhibit L of the Application;
b. A copy of the Pennsylvania Department of Environmental Protection-approved Act 537, Official Sewage Facilities Plan update for the Borough of Turbotville;
c. A copy of any Consent Order and Agreement Pennsylvania-American Water Company – Wastewater Division has or will enter into with DEP related to the Turbotville system.
3. [bookmark: _Hlk9238423][bookmark: _Hlk529272006]That upon Pennsylvania-American Water Company – Wastewater Division meeting the conditions imposed in Ordering Paragraph 2 of this Order, a Certificate of Public Convenience shall be issued pursuant to Section 1102(a)(3) of the Public Utility Code, 66 Pa. C.S. § 1102(a)(3), evidencing Commission approval of the acquisition by Pennsylvania-American Water Company – Wastewater Division of the wastewater system assets owned by the Borough of Turbotville as described in the Application.
4. That Pennsylvania-American Water Company – Wastewater Division shall notify the Commission within 10 days of closing with the Borough of Turbotville.  If Pennsylvania-American Water Company – Wastewater Division determines the transaction will not close, it shall promptly file with this Commission notice of that determination.
5. [bookmark: _Hlk529276540]That upon receipt of a notice of closing in accordance with Ordering Paragraph 4 of this Order, a Certificate of Public Convenience shall be issued pursuant to Section 1102(a)(1)(i) of the Public Utility Code, 66 Pa. C.S. § 1102(a)(1)(i), evidencing Commission approval for Pennsylvania-American Water Company – Wastewater Division to begin to offer, render, furnish and supply wastewater service to the public in a portion of the Borough of Turbotville, Northumberland County, Pennsylvania, consistent with the Application’s Exhibits M and N.
6. That, within 10 days following the date of closing, Pennsylvania-American Water Company – Wastewater Division shall file a tariff supplement incorporating a portion of the Borough of Turbotville in its wastewater service territory and the wastewater service rates described in this Order, to become effective on one day’s notice.
7. That Pennsylvania-American Water Company – Wastewater Division will file copies of its original cost study of the wastewater system assets acquired from the Borough of Turbotville with the Commission’s Secretary’s Bureau and the Bureau of Technical Utility Services, upon completion of said study.
8. That nothing herein shall be construed as an approval or determination of costs or expenses for the purposes of just or reasonable rates or to exempt Pennsylvania-American Water Company – Wastewater Division from obtaining all necessary permits, licenses, and approvals from other federal, state, and/or local government agencies having jurisdiction.
9. That a copy of this Order be served upon Pennsylvania-American Water Company – Wastewater Division, the Pennsylvania Public Utility Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, Turbotville Borough Council, Northumberland County Commissioners, the Northumberland County Planning Commission, the Lewis Township Board of Supervisors, the Pennsylvania Department of Revenue’s Bureau of Corporate Taxes, and the Department of Environmental Protection – Northcentral Regional Office and its Central Office Bureau of Regulatory Counsel.


10. That upon issuance of a Certificate of Public Convenience, stipulated in Ordering Paragraph 5 of this Order, or upon receipt of notice from Pennsylvania-American Water Company – Wastewater Division that the transaction will not occur as stipulated in Ordering Paragraph 4 of this Order, the proceeding at Docket No. A‑2018‑3004189 be closed.

[bookmark: _GoBack][image: ]	BY THE COMMISSION,

		
						
	Rosemary Chiavetta
	Secretary
				
(SEAL)
ORDER ADOPTED:  July 11, 2019
ORDER ENTERED:  July 11, 2019
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