PENNSYLVANIA
PUBLIC UTILTY COMMISSION
Harrisburg, PA  17105-3265

							Public Meeting held June 18, 2020


Commissioners Present:

Gladys Brown Dutrieuille, Chairman
David W. Sweet, Vice Chairman
John F. Coleman, Jr.
Ralph V. Yanora



Application of Pennsylvania-American Water 	:
Company, Pursuant to the Pennsylvania Public	:			A-2019-3014248
Utility Code, 66 Pa.C.S. § 1102(a) and 1329,		:
For Approval of 1) the Transfer, by Sale, of		:
Substantially all of the Borough of Kane 		:
Authority’s Assets, Properties and Rights Related	:
To Its Wastewater Collection and Treatment		:
System to Pennsylvania-American Water 		:
Company; 2) the Rights of Pennsylvania-		:
American Water Company to Begin to Offer or	:
Furnish Wastewater Service to the Public in the 	:
Borough of Kane, and in a portion of Wetmore	:
Township, McKean County, Pennsylvania; and	:
3) for Approval of the use for Ratemaking		:
Purposes of the Lesser Fair Market Value or the	:
Negotiated Purchase Price of the Borough of		:
Kane Authority’s Assets Related to its		:
Wastewater Collection and Treatment System	:



ORDER


	BY THE COMMISSION:

		We adopt as our action the Recommended Decision of Deputy Chief ALJ Joel H. Cheskis, dated May 7, 2020;  


2
THEREFORE,

	IT IS ORDERED:

1. That the Joint Petition for Approval of Settlement of All Issues, submitted by Pennsylvania-American Water Company, the Office of Consumer Advocate, and the Borough of Kane Authority on April 17, 2020, including all terms and conditions thereof, is approved without modification.

1. That Joint Stipulation for the Admission of Evidence agreed to by all the parties and submitted on April 17, 2020 is hereby approved and the parties are directed to provide two copies of the pre-served testimony identified in the stipulation to the Commission’s Secretary’s Bureau for inclusion in the official file of this proceeding.

1. That Joint Exhibit 1, which consists of all the public comments submitted in response to the published notices of the Application and individualized customer notices to customers of PAWC (both water and wastewater) and Kane and dated April 17, 2020, is hereby approved and the parties are directed to provide two copies of the exhibit to the Commission’s Secretary’s Bureau for inclusion in the official file of this proceeding.

1. That the Application filed by PAWC on December 2, 2019, and amended on December 6, 2019, is approved.

1. That the Commission’s Secretary’s Bureau shall issue Certificates of Public Convenience under 66 Pa. C.S. §§ 1102(a) and 1103(a) evidencing Commission approval of:  (i) the transfer, by sale, of the Authority’s assets, properties and rights related to its wastewater collection and treatment system to PAWC as provided in the Application, and (ii) PAWC’s right to begin to offer, render, furnish and supply wastewater collection and treatment service in the areas served by the Authority as indicated in the Application.

1. That PAWC, upon closing of the Transaction, shall issue a compliance tariff supplement, consistent with the pro forma tariff supplement attached to the Application as Appendix A-12, to be effective upon closing of the Transaction.

1. That, pursuant to 66 Pa. C.S. § 1329(c), the Commission approves a rate base addition of $17,560,000 associated with the acquisition of the System.

1. That, although the parties may present adjustments and oppose adjustments to appraisals in future cases, for purposes of this proceeding, the Commission accepts the following adjustments:

		(1)	Market Approach:  If “comparable acquisitions” are used in determining market value, the proxy group will include all Section 1329 acquisitions for which the Commission has entered a final order.

		(2)	Cost Approach:  If the reproduction cost methodology is used, valuation of the collection mains will not be treated differently or as a special circumstance unless reasonably justified.

1. That, at the time of filing the first base rate case that includes the Authority’s wastewater system assets, PAWC shall submit a cost of service study that removes all costs and revenues associated with the operation of the Authority’s system.

1. That, at the time of filing its next base rate case, PAWC shall also provide a separate cost of service study for the Authority’s system.

1. That PAWC shall, in the first base rate case that includes the Authority’s wastewater system assets, propose to move the Authority’s system to its cost of service or 1.46x the current Authority rate, whichever is lower, based on a separate cost of service study for the Authority’s system; provided, however, that PAWC will not be obligated to propose Kane wastewater rates in excess of PAWC’s proposed Rate Zone 1 system-average rates.  The Commission recognizes that the Office of Consumer Advocate, Bureau of Investigation & Enforcement and Office of Small Business Advocate reserve their rights to fully address this proposal and to make other rate proposals in the base rate case.

1. That PAWC may propose to modify its Long Term Infrastructure Improvement Plan to include the Authority’s wastewater system, subject to the condition that PAWC will not reprioritize other existing capital improvements that the Company already committed to undertake in other service areas.  Upon approval by the Commission of such modification to its Long Term Infrastructure Improvement Plan, PAWC shall be permitted to collect a Distribution System Improvement Charge related to the Authority’s wastewater system prior to the first base rate case in which the Authority’s assets are incorporated into rate base.

1. That PAWC may accrue Allowance for Funds Used During Construction for post-acquisition improvements not recovered through the Distribution System Improvement Charge for book and ratemaking purposes.  The Commission recognizes that the Parties reserve their rights to litigate their positions fully in future rate cases when this issue is ripe for review and does not construe the Parties’ assent to this term to operate as their preapproval of PAWC’s request.

1. That PAWC may defer depreciation related to post-acquisition improvements not recovered through the Distribution System Improvement Charge for book and ratemaking purposes.  The Commission recognizes that the Parties reserve their rights to litigate their positions fully in future rate cases when this issue is ripe for review and does not construe the Parties’ assent to this term to operate as their preapproval of PAWC’s request.

1. That PAWC may include, in its next base rate case, a claim for transaction and closing costs related to the acquisition of the Authority’s system.  Outside legal fees, if any, shall be separately identified in PAWC’s next base rate case.  The Commission recognizes that the Parties reserve their rights to litigate their positions fully in future rate cases when this issue is ripe for review and does not construe the Parties’ assent to this term to operate as their preapproval of PAWC’s request.

1. That, in the first full billing cycle commencing within 30 days after closing of the Transaction, PAWC shall include a bill insert or onsert to former Authority customers regarding PAWC’s low income programs and shall also include such information in a welcome letter to Authority customers.  The bill insert or onsert and welcome letter shall include, at a minimum, a description of the available low income programs, the eligibility requirements for participation in the programs, and PAWC’s contact information.

1. That, one year after closing on the transaction, PAWC shall file a report at this docket number regarding the status of any missing easements for the Authority’s system.  The report will include the dollar value of each easement obtained during the year after closing.

1. That the Secretary’s Bureau issue Certificates of Filing or approvals for the following agreements between PAWC and a municipal corporation:

		(1)	the Asset Purchase Agreement By and Among the Borough of Kane Authority, as Seller, together with the Borough of Kane and Wetmore Township, and Pennsylvania-American Water Company, as Buyer, dated as of November 4, 2019, and 

		(2) 	the Agreement by and between the Borough of Kane Authority, the Township of Wetmore and the Borough of Kane, dated July 8, 1992.

1. That any other approvals or certificates appropriate, customary or necessary under the Code to carry out the Transaction contemplated in the Application in a lawful manner are hereby granted.

1. That the Commission’s proceeding at Docket No. A-2019-3014248 is terminated and marked closed.

[image: ]							BY THE COMMISSION,



Rosemary Chiavetta
Secretary

(SEAL)

ORDER ADOPTED:  June 18, 2020
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