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	Application of The York Water Company - Wastewater (York-WW) for approval of the right of York-WW to: (1) begin to offer, render, furnish and supply wastewater service to the public in Jacobus Borough, York County, Pennsylvania; (2) acquire the wastewater system assets of the Jacobus Borough Sewer Authority; and (3) assume a municipal contract currently in effect between Jacobus Borough Sewer Authority and Springfield Township, York County, Sewer Authority 

	A-2019-3007355



ORDER
BY THE COMMISSION:
By the application (Application) filed on January 16, 2019, The York Water Company – Wastewater (York-WW), Utility Code 230087, 130 East Market Street, York, Pennsylvania 17401, seeks certificates of public convenience and a certificate of filing pursuant to Sections 1102(a)(1)(i), 1102(a)(3) and 507 of the Public Utility Code, 66 Pa. C.S. §§ 1102(a)(1)(i), 1102(a)(3) and 507, evidencing Commission approval of the right of York-WW to:  (1) begin to offer, render, furnish and supply wastewater service to the public in Jacobus Borough, York County, Pennsylvania; (2) acquire the wastewater system assets of the Jacobus Borough Sewer Authority (JBSA); and (3) assume a municipal contract currently in effect between JBSA and Springfield Township, York County, Sewer Authority (STYCSA).
I. BACKGROUND AND AFFECTED ENTITIES 
York-WW submitted proofs of publication and service to the appropriate entities.  Notice of the Application was published in the Pennsylvania Bulletin, 49 Pa.B. 584, on Saturday, February 2, 2019.  The protest period ended February 19, 2019.  However, the Office of Small Business Advocate (OSBA) filed a Notice of Intervention and Protest to the Application on the same day the protest period ended.  On March 5, 2019, the Office of Consumer Advocate (OCA) filed a Notice of Intervention and Public Statement.  The Application was subsequently assigned to the Commission’s Office of Administrative Law Judge (ALJ).
[bookmark: _Hlk11063840]On March 18, 2019, York-WW filed an updated response to the Commission’s Bureau of Technical Utility Services Data Request A-5.  This updated response acknowledged York-WW is not seeking any ruling on rate-related issues with respect to a rate freeze provision in the Agreement of Wastewater Collection System Sale (Agreement of Sale) and that the effects of this provision would be presented to the Commission for consideration in York-WW’s next rate case.  Thereafter, OSBA filed a Letter to Withdraw its Protest on March 18, 2019, and on March 19, 2019, OCA filed a Petition for Leave to Withdraw its Notice of Intervention.  By the ALJ’s Interim Order dated April 1, 2019, the Application was referred to the Commission’s Bureau of Technical Utility Services for disposition.
York-WW is a regulated public utility company, duly organized and existing under the laws of the Commonwealth of Pennsylvania.  As of September 30, 2018, York‑WW furnished wastewater service to 2,291 customers located in portions of East Manchester and Lower Windsor Townships and the Boroughs of East Prospect and West York, York County.  York-WW is a wholly owned division of The York Water Company (York Water), Utility Code 213550.  As of September 30, 2018, York Water provided water service to 67,858 customers in York and Adams Counties, including approximately 678 customers within Jacobus Borough.
JBSA is a municipal authority, duly organized and existing under the Pennsylvania Municipality Authorities Act of 1945, that furnishes wastewater service to 686 customers within Jacobus Borough consisting of 654 residential, 20 commercial, 9 public and 3 industrial customers.  York-WW noted in the Application that the difference between the 678 water customers served by York Water within Jacobus Borough and the 686 wastewater customers served by JBSA is attributed to the timing of the customer counts.  Wastewater generated within JBSA’ service territory is conveyed to facilities owned by STYCSA in Springfield Township for treatment.  JBSA’ mailing address is 126 North Cherry Lane, Jacobus, PA  17407.
II. LOCATION OF FACILITIES TO BE ACQUIRED
The facilities to be acquired are located within the municipal boundaries of Jacobus Borough, which is centrally located in York County and is entirely bounded by Springfield Township.  Specifically, the requested territory encompasses approximately 598-acres of land situated south of Lake Redman and Lake Williams and west of the Interstate-83 corridor.  A map of the requested territory and a written description of the territory’s boundaries by bearing angles and distances was included in the Application as Exhibit E.  The general alignment of the facilities within the Borough’s boundaries was depicted on a map provided as the Application’s Exhibit D.
III. DESCRIPTION OF FACILITIES TO BE ACQUIRED
York-WW stated that it physically inventoried and recorded the location of all manholes within JBSA system and logged that data into York-WW’s GIS database.  This 


GIS data was compared to JBSA’s as-built drawings to quantify the following wastewater collection system assets:

	Asset
	Quantity/Unit
	Size/Material

	Manholes
	241 Each
	4’ Dia. Precast Concrete

	Gravity Collection Mains
	40,012 ft
7,167 ft
	8” Dia. SDR 35 PVC
10” Dia. SDR 35 PVC

	Pressurized Force Mains
	316 ft
916 ft
4,518 ft
3,132 ft
	1.5” Dia. SDR 35 PVC
2” Dia. SDR 35 PVC
4” Dia. SDR 35 PVC
8” Dia. SDR 35 PVC

	Utility Service Laterals
	678 Each
	4” Dia. SDR 35 PVC


JBSA’s wastewater system assets also includes five pump stations: Greenbriar Drive Pump Station, Old York Road Pump Station, South Main Street Pump Station, Water Street Pump Station and the Woods at Lake Redman Pump Station.  JBSA’s system interconnects with the STYCSA at four locations to convey wastewater to STYCSA’s Hollow Creek Wastewater Treatment Plant (Hollow Creek WWTP), which operates under National Pollutant Discharge Elimination System Permit No. PA0086860 and Part II Permit No. 6796410.
STYCSA’s 2017 Annual Municipal Wasteload Management Report, included as the Application’s Exhibit H-3, indicated the hydraulic and organic design capacity of the Hollow Creek WWTP is 0.7 million gallons per day (MGD) and 1,460 pounds five-day biochemical oxygen demand (BOD5) per day, respectively.  The 2017 average daily hydraulic and organic loadings were 0.4 MGD and 720 pounds BOD5 per day.  Therefore, it appears the Hollow Creek WWTP has adequate capacity to continue to provide wastewater treatment service to JBSA’s wastewater collection and conveyance system and meet future growth up to the conveyance and treatment capacity reserved for JBSA.
York-WW indicated in the Application that it does not anticipate conveyance or treatment capacity restrictions.  A table depicting the number of projected connections to JBSA’s collection system, through the calendar year 2023, was provided as Exhibit H-1 of the Application.  York-WW averred that its long-range plans consider various collection, sanitary waste transportation, and system maintenance alternatives to ensure the collection system can meet future requirements.  Additionally, York-WW noted that future requests for public wastewater service in Jacobus Borough will be considered in accordance with York-WW’s tariff and line extension rules.
IV. PURCHASE AGREEMENT 
[bookmark: _Hlk8021674]On October 25, 2018, York-WW entered into an Agreement of Sale with JBSA to acquire JBSA’s wastewater collection system assets for a purchase price of $2,100,000.  A copy of the Agreement of Sale was included in the Application as Exhibit I and a copy of JBSA’s Resolution 2018-2, authorizing the Agreement of Sale was included in the Application as Exhibit M.[footnoteRef:1] [1:   Within the Application, York-WW requested all necessary approvals as may be required to acquire the Authority’s facilities.  Therefore, the Commission will issue a certificate of filing pursuant to Section 507 of the Public Utility Code, 66 Pa. C.S. § 507, for the Agreement of Sale.  See Ordering Paragraph No. 3.] 

The Agreement of Sale identified the terms of the sale and defined the wastewater collection system assets to be transferred as all real property, physical property, equipment and facilities comprising the existing wastewater collection system owned and operated by JBSA with attendant easements, rights-of-way, personal property, fixtures and equipment.  Appendix A of the Agreement of Sale further described the assets subject to the sale.  Section 2.2 defined excluded assets as funds of JBSA such as checking and savings accounts, accounts receivable, insurance and other investments related to the wastewater collection system.
Section 9.1 of the Agreement of Sale proposed to maintain JBSA’s currently effective rates for three years from Agreement of Sale’s execution date to October 24, 2021.  In supplemental information filed with the Commission, York-WW noted that pursuant to its Commission-approved settlement in its 2018 base rate case at Docket No. R‑2019‑3000019, it cannot file another general rate increase until May 1, 2020, and that the earliest new rates could become effective would likely be March 1, 2021.  Additionally, York-WW recognized that the Commission has the ultimate jurisdiction regarding rates charged to customers for utility service.  Within the Application, York-WW averred that no competitive condition will be created by approval of this Application and that all negotiations were conducted at arm’s length.
V. SEWAGE CAPITAL CONTRIBUTION AND TREATMENT AGREEMENT
As discussed above, JBSA’s system interconnects with that of STYCSA to convey wastewater to the Hollow Creek WWTP for treatment and disposal.  The Sewage Capital Contribution and Treatment Agreement (Treatment Agreement), dated August 16, 1995, between the STYCSA and JBSA governs this arrangement.  A copy of the Treatment Agreement was provided as Exhibit L of the Application.  The Treatment Agreement reserves 767 equivalent dwelling units (EDUs) of capacity at the Hollow Creek WWTP for JBSA.  Within the Treatment Agreement, an EDU is defined as a dwelling consisting of a room, group of rooms, manufactured housing or other enclosure occupied or intended for occupancy as separate living quarters for a family, persons living together or persons living alone.  In non-dwelling settings, an EDU shall be an average of 280 gallons per day of water usage.
In supplemental information filed with the Commission, York-WW stated JBSA’s current quarterly treatment rate paid to the STYCSA is $44.01/EDU.  Additionally, JBSA is responsible to pay STYCSA a percentage of the costs required to operate the Hollow Creek WWTP and STYCSA’s Valley Road Pump Station.  This cost is allocated to the parties sharing the use of these facilities based on the number of EDUs contributed.  York-WW also identified that while not defined in the Treatment Agreement, JBSA and STYCSA share the operation and maintenance costs associated with three pump stations owned by JBSA that process flow from both JBSA and STYCSA customers.  These costs are allocated to the contributing parties based on an EDU count and are reconciled on an annual basis.  York-WW provided a detailed list of properties located in Springfield Township that contribute flows to JBSA owned pump stations or are directly connected to JBSA mains.  York-WW verified that while these properties are connected to JBSA assets, they are billed by STYCSA.  Additionally, several properties located in the JBSA service territory are directly connected to STYCSA mains but are properly billed by JBSA.  York-WW indicated that it has conducted extensive record and field investigations to verify the connection and billing status of each property contributing flow to these shared facilities.  Within the Treatment Agreement, the parties agree that the facilities used in common are in such balance that no capital contribution shall be made between the parties.
The Treatment Agreement was amended July 19, 2006 (the Amendment) to memorialize that JBSA agreed with STYCSA’s purchase of a centrifuge and ultra-violet disinfection system upgrade to the Hollow Creek WWTP.  Additionally, the Amendment identified the percentage of cost allocated to JBSA for the upgrade.  In supplemental information filed with the Commission, York-WW stated that, according to JBSA, there is no remaining capital cost payable to STYCSA for this upgrade.
As part of the Application, York-WW requested the Commission approve the right of York-WW to assume the Treatment Agreement between JBSA and the STYCSA.  However, in supplemental information filed with the Commission, York-WW averred it will sign a mutually acceptable Assignment to the Sewage Capital Contribution and Treatment Agreement with STYCSA prior to closing.  The Commission declines to provide York-WW pre-approval of the unseen Assignment to the Treatment Agreement through this Order.  To ensure that an equitable agreement is in place that allows York-WW to convey wastewater generated within the requested territory to a facility for treatment, the Commission will require York-WW to file a copy of the executed Assignment to the Sewage Capital Contribution and Treatment Agreement with the Commission pursuant to Section 507 of the Public Utility Code, 66 Pa. C.S. § 507, prior to issuing a certificate of public convenience evidencing Commission approval of York-WW’s right to provide wastewater service within the requested territory.[footnoteRef:2] [2:  See Ordering Paragraph No. 4. ] 

VI. ADDITIONAL CAPITAL REQUIREMENTS
In the Application, York-WW estimated additional capital requirements of approximately $70,000 consisting of $40,000 for the installation of Supervisory Control and Data Acquisition (SCADA) equipment and $30,000 for legal expenses associated with the acquisition.  These requirements will be financed by internally generated funds, proceeds from the issuance of common stock under its dividend reinvestment and direct stock purchase and employee stock purchase plans, and, if necessary, borrowing against its lines of credit.
York-WW noted the following tentative journal entries to record this transaction in its accounts:
1. Record Purchase of System
	Account No.
	Account Description
	Debit
	Credit

	105
	Construction Work in Progress
	$2,130,000
	

	131
	Cash
	
	$2,130,000


2. Close Project to Utility Plant	
	Account No.
	Account Description
	Debit
	Credit

	101
	Utility Plant in Service
	$3,420,000
	

	108
	Accumulated Depreciation
	
	$1,045,000

	114
	Utility Plant Acquisition Adj.
	
	$245,000

	105
	Construction Work in Progress 
(Purchase Price + Other Acquisition Costs)
	
	$2,130,000


3. Record Other Project Costs
	Account No.
	Account Description
	Debit
	Credit

	105
	Construction Work in Progress
	$40,000
	

	224
	Line of Credit Borrowing (SCADA)
	
	$40,000


4. Close Projects to Utility Plant
	Account No.
	Account Description
	Debit
	Credit

	101
	Utility Plant in Service
	$40,000
	

	105
	Construction Work in Progress 
	
	$40,000


In the Application, York-WW asserted that “…according to JBSA’s records, there have been no contributions toward the construction of the Jacobus Authority wastewater system, and the Jacobus Authority wastewater system has no outstanding PENNVEST loans.”  York-WW stated it will perform an original cost study, after closing, to determine the original cost and accumulated depreciation of JBSA’s plant‑in‑service to be acquired.  By this Order, York-WW will be required to file a copy of the original cost study of the assets being acquired with the Commission upon completion of said study.[footnoteRef:3]  York-WW is directed to identify this transaction for individual review in the context of York-WW’s next general rate case that proposes to include the value of these assets in rate base, in order to evaluate the reasonableness of the original cost, absence of contributions, accumulated depreciation and utility plant acquisition adjustment claims.[footnoteRef:4] [3:  See Ordering Paragraph No. 8. ]  [4:  See Ordering Paragraph No. 9. ] 

VII. PROPOSED RATES
York-WW will adopt JBSA’s existing wastewater rates within the requested territory noted in the Application as $55.00/month per EDU for the first 4,000 gallons of water usage and $5.00 per 1,000 gallons of water usage over 4,000 gallons of water usage.  In supplemental information filed with the Commission, York-WW provided a copy of JBSA’s Resolution No. 2018-1, dated October 10, 2018, identifying JBSA’s current the rates.
JBSA currently bills its 686 customers for 687 EDUs as one industrial customer is billed two EDUs.  Based on 687 EDUs, York-WW estimated annual revenue for providing wastewater service within the requested territory to be approximately $492,120 and annual operating expenses, including operation and maintenance, depreciation, and tax expenses, to be $188,200.  The estimated revenue and expenses would result in a net annual operating income of approximately $303,920.
VIII. PERMITS REQUIRED
York-WW indicated that it will apply to the Department of Environmental Protection (DEP) to transfer JBSA's Water Quality Management (WQM) Part II Permit No. 6796412 and WQM Part II Permit No. 6703406 to York-WW.  Copies of the two permits were included in the Application as Exhibit Q.
IX. LAND-USE PLANNING COMPLIANCE
York-WW sent a letter to the York County Planning Commission (YCPC) that requested verification the Application is consistent with the adopted county or multi-county comprehensive plan.  YCPC responded by a letter, dated October 30, 2018, and verified the Application’s consistency.  Copies of these letters were included the Application’s Exhibit J.
X. OTHER CONSIDERATIONS
It was noted in the Application that JBSA determined that its investment in maintaining the collection system in future years would be insufficient to provide reliable wastewater collection and conveyance service and that its volunteer, part-time board has insufficient experience to continue to meet the regulatory requirements associated with its wastewater obligations.  Additionally, JBSA’s contractor responsible for maintaining the pump stations is retiring.
York-WW indicated that it had contacted DEP and conducted a five-year compliance review of JBSA’s operations to determine if JBSA has any current violations or any previous violations attributed to its sewer system.  The Application indicated that DEP is not aware of any such violations, consent orders or corrective action plans.  Commission correspondence with DEP’s Southcentral Regional Office indicated the same.
Finally, York Water-WW is current with its financial reports, annual Security Planning and Readiness report filings and has no outstanding fines or assessments due to the Commission.
XI. CONCLUSION
Based upon the fact that York-WW will expand its service territory to customers in compliance with Commission regulations; that York-WW will be able to meet the needs of new customers without apparent detriment to its existing customers; and that York-WW has the technical, regulatory, financial and legal fitness to operate and maintain the system assets; the Commission finds that granting approval of York-WW’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 The York Water Company – Wastewater at Docket No. A‑2019‑3007355, is hereby approved, consistent with this Order.
2. That 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 right of The York Water Company – Wastewater to acquire the wastewater system assets owned by the Jacobus Borough Sewer Authority as described in the Application.
3. That the Commission’s Secretary issue a Certificate of Filing to The York Water Company – Wastewater under Section 507 of the Public Utility Code, 66 Pa. C.S. § 507, for the Application’s Agreement of Wastewater Collection System Sale filed with the Commission on January 16, 2019.
4. That The York Water Company – Wastewater shall file a copy of the executed Assignment to the Sewage Capital Contribution and Treatment Agreement with Commission’s Secretary’s Bureau and the Bureau of Technical Utility Services prior to closing and at least 30 days prior to the effective date of said agreement pursuant to Section 507 of the Public Utility Code, 66 Pa. C.S. § 507.
5. That The York Water Company – Wastewater shall provide written notification to the Commission within 10 days of the closing with the Jacobus Borough Sewer Authority.
6. That upon the Commission’s receipt of a notice of closing, 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 of the right of The York Water Company – Wastewater to begin to offer, render, furnish and supply wastewater service to the public in Jacobus Borough, York County, Pennsylvania, consistent with the Application’s Exhibit E.
7. That The York Water Company – Wastewater shall file a tariff supplement incorporating Jacobus Borough in its wastewater service territory, consistent with the pro-forma tariff supplement provided in the Application’s supplemental information, within 10 days following the date of closing, to become effective on one day’s notice.
8. That The York Water Company – Wastewater shall file copies of its original cost study of the wastewater system assets acquired from the Jacobus Borough Sewer Authority with the Secretary’s Bureau and the Bureau of Technical Utility Services, upon completion of said study.
9. That, at the time of filing its next base rate case, which proposes to include the assets of this acquisition in rate base, The York Water Company – Wastewater shall specifically reference Docket No. A-2019-3007355 and justify any amount claimed as an acquisition adjustment pursuant to Section 1327 of the Public Utility Code, 66 Pa. C.S. § 1327.
10. That if The York Water Company – Wastewater determines that the transaction will not occur, they will promptly file notice of such determination with the Commission.
11. 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 The York Water Company – Wastewater from obtaining all necessary permits, licenses, and approvals from other federal, state, and local government agencies having jurisdiction.
12. That a copy of this Order be served upon The York Water Company – Wastewater, the Pennsylvania Public Utility Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, the Pennsylvania Department of Revenue’s Bureau of Corporate Taxes, the Jacobus Borough Sewer Authority, the Jacobus Borough Board of Supervisors, the Jacobus Borough Planning Commission, the York County Commissioners, the York County Planning Commission and the Department of Environmental Protection - Southcentral Regional Office and its Central Office Bureau of Regulatory Counsel.


13. That the proceeding at Docket No. A-2019-3007355 be closed upon the issuance of the Certificate of Public Convenience pursuant to Ordering Paragraph No. 6.
[image: ]	BY THE COMMISSION,	
	Rosemary Chiavetta
	Secretary
[bookmark: _GoBack](SEAL)
ORDER ADOPTED:  July 11, 2019
ORDER ENTERED:  July 11, 2019
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