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IN REPLY PLEASE  
REFER TO OUR FILE



August 16, 2023



SEE ATTACHED SERVICE LIST

Re:	Application under Section 1329 of the Public Utility Code of Pennsylvania American Water Company-Wastewater to acquire the wastewater assets of Butler Area Sewer Authority
Docket Number A-2022-3037047

Dear Protestants:

I am writing to inform you of a potential settlement of the above-referenced case.  Pennsylvania American Water Company (PAWC), the Office of Consumer Advocate (OCA) and the Bureau of Investigation & Enforcement (BI&E), the Office of Small Business Advocate (OSBA), the Butler Area Sewer Authority (BASA), and the City and Township of Butler have signed and filed a Joint Petition for Settlement.  A copy of the Settlement Petition is attached to this letter.

After I have reviewed the proposed settlement, I will prepare a written recommended decision, which you will receive, recommending that the Commission adopt, modify, or reject the Settlement Petition.  The Commission will make a final decision on whether or not the proposed settlement should be approved.

As a protestant, you have an opportunity to submit comments or objections to me after you review the Settlement Petition.  If you wish to comment or object, you must send your written comments or objections to me, with a copy to the company, and all other parties, within seven days of the date of this letter (not later than August 23, 2023 ), at the following address:

Administrative Law Judge Marta Guhl
Pennsylvania Public Utility Commission 
801 Market St., Suite 4063
Philadelphia, PA 19107

Please also send electronic copies of the comments or objections to me at mguhl@pa.gov and to my legal assistant, Athena DelVillar at sdelvillar@pa.gov.  

The opportunity to submit written comments on, or objections to, the Settlement Petition is a means of expressing your opinions regarding the proposed settlement and the acquisition before my recommended decision is issued.  Your right to file exceptions and/or reply to exceptions to the recommended decision is not affected by this settlement unless you decide to join in the Settlement Petition, as explained below.  Objections to the settlement must include facts, affidavits, argument and relevant legal analysis as substantiation.  Only if specifically requested, and supported by appropriate information and legal argument concerning the implications of denial of a continued opportunity to litigate the matter in lieu of settlement, will continued litigation of a protest be considered.

If, after you review the Settlement Petition, you wish to join in, you may do so by completing and returning to me a copy of the Signature Page enclosed with this letter.  Please understand that by signing and returning the Signature Page you will be signifying that, as a signatory party, you do not wish to further prosecute your Protest unless the Commission rejects or modifies the Settlement Petition.  

		If you do not wish to comment on, object to or join in the settlement, you may do nothing.


Please carefully review the Settlement Petition.  If you have any questions, PAWC, BASA, I&E and OCA will be glad to speak with you.  The contact information for the parties is attached to this letter in the Service List.

Very truly yours,


Date:  August 16, 2023				Marta Guhl/s/			
							Marta Guhl
							Administrative Law Judge
























SIGNATURE PAGE

Please sign below if you would like to join in the Settlement Petition signed by Pennsylvania American Water Company (PAWC), the Office of Consumer Advocate (OCA) and the Bureau of Investigation & Enforcement (BI&E), the Office of Small Business Advocate (OSBA), the Butler Area Sewer Authority (BASA), and the City and Township of Butler at Docket No. A-2022-3037047.

I have read the Settlement Petition and wish to join in it.  I am willing to withdraw my Protest in this case if the Pennsylvania Public Utility Commission approves the Settlement Petition without modification.




__________________________________		___________________________
Signature	Date


Please print your name and address here:		_________________________________

							_________________________________

							_________________________________

							_________________________________




BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 
________________________________________ 
 
Administrative Law Judge Marta Guhl 
________________________________________ 
 
In re: Application of Pennsylvania-American Water   		: 
Company under Sections 1102(a) and 1329 of the   		: 
Pennsylvania Public Utility Code, 66 Pa C.S. §§ 1102(a) 	: 
and 1329, for approval of (1) the transfer, by sale, to  		: 
Pennsylvania-American Water Company, of substantially  	:       Docket Nos. A-20223037047 all of the assets, properties and rights related to 			:                            	 
wastewater collection and treatment system owned by 		:
Butler Area Sewer Authority, (2) the rights of  	 		:
Pennsylvania-American Water Company to begin to offer	: 
or furnish wastewater service to the public in the City of  	: 
Butler, portions of the Borough of East Butler, and portions 	: 
of the Townships of Butler, Center, Connoquenessing,  		: 
Oakland, Penn and Summit, in Butler County, Pennsylvania	: 	 
 
 
_____________________________________________________ 
 
JOINT PETITION FOR APPROVAL OF 
UNANIMOUS SETTLEMENT OF ALL ISSUES _____________________________________________________ 
 
I. INTRODUCTION 

Pennsylvania-American Water Company (“PAWC”), the Office of Consumer Advocate (“OCA”), the Office of Small Business Advocate (“OSBA”), the Bureau of Investigation and Enforcement (“I&E”) of the Pennsylvania Public Utility Commission (“Commission”), the Butler Area Sewer Authority (“BASA”), the Township of Butler (the “Township”) and the City of Butler (the “City”) (singularly, a “Petitioner” and, collectively, the “Joint Petitioners”) hereby join in this “Joint Petition for Approval of Unanimous Settlement of All Issues” (“Settlement”)[footnoteRef:1] and respectfully request that the Honorable Administrative Law Judge Marta Guhl (the “ALJ”) recommend approval of, and the Commission approve, this Settlement without modification. In support of the Settlement, the Joint Petitioners state the following:  [1:  The only other active parties to this proceeding are Cleveland-Cliffs Steel (“Cleveland-Cliffs”), Center Township (“Center”) and Summit Township (“Summit”), which do not oppose the Settlement. ] 

 
	II. 	BACKGROUND 

1. PAWC and the Butler Area Sewer Authority entered into an Asset Purchase Agreement (the “APA”) dated as of October 11, 2022, by which PAWC will purchase the wastewater system currently owned and operated by BASA (the “System”).  On February 14, 2023, PAWC filed the instant Application (as amended, the “Application”), asking the Commission to approve the acquisition pursuant to Sections 507, 1102 and 1329 of the Pennsylvania Public Utility Code (“Code”), 66 Pa. C.S. §§ 507, 1102 and 1329.  An Amended Application was filed on February 17, 2023. 

2. Steven C. Gray, Esq. and Nakea S. Hurdle, Esq. filed Notices of Appearance on February 17, 2023 and March 2, 2023, respectively, on behalf of the Office of Small Business Advocate (“OSBA”).  Ms. Hurdle subsequently filed a Withdrawal of Appearance on June 16, 2023. 

3. On February 22, 2023, Erika L. McLain, Esq. filed a Notice of Appearance on behalf of the Commission’s Bureau of Investigation and Enforcement (“I&E”).  On May 26, 2023, Ms. McLain withdrew her appearance, and Carrie B. Wright, Esq., filed her Notice of Appearance. 

4. On April 12, 2023, Erin L. Gannon, Esq., Harrison W. Breitman, Esq., and Mackenzie C. Battle, Esq. filed Notices of Appearance on behalf of the Office of Consumer Advocate (“OCA”).   Ms. Battle withdrew her appearance on July 20, 2023. 

5. On March 7, 2023, staff from the Commission’s Bureau of Technical Utility Services (“TUS”) notified PAWC that they had performed a completeness review of the Application and determined that certain information was missing.  TUS staff requested that the information be provided within ten business days (i.e., by March 21, 2023).  On March 13, 2023, PAWC filed the information requested by TUS.  On March 16, 2023, TUS staff notified PAWC that certain information remained missing.  PAWC filed the requested information on March 27, 2023. 

6. On April 6, 2023, TUS staff notified PAWC that it deemed PAWC’s filing deficient because it included a pro forma tariff that did not include BASA’s Industrial Pretreatment Program (“IPP”) pollutant loading rates together with an alternate pro forma tariff that included BASA’s IPP pollutant loading rates.  On April 6, 2023, PAWC responded by filing a Second Amended Appendix A-12, which reflected the changes directed by TUS.  PAWC asked that the Commission conditionally accept the Application and provide a due date for protests and notices of intervention. 

7. On April 10, 2023, the Commission notified PAWC that the Application had been conditionally accepted for filing.  According to that Secretarial Letter, the Commission would not finally accept the Application until PAWC complied with certain service and notice requirements.  The April 10, 2023 Secretarial Letter, however, did not set a due date for protests and notices of intervention.  By letter dated April 10, 2023, PAWC asked the Commission to establish such a due date.  On April 12, 2023, a Secretarial Letter was issued setting a protest period end date of July 10, 2023.  On May 22, 2021, PAWC filed a verification stating that it had complied with all service and notice requirements of the Secretarial Letter of April 10, 2023. 

8. On May 23, 2023, the Commission notified PAWC that it had finally accepted the Application.  The Commission further notified PAWC that notice of the Application would be published in the Pennsylvania Bulletin on June 10, 2023, with a protest deadline of July 10, 2023.  The Commission issued a Call-in Telephonic Pre-Hearing Conference Notice on May 24, 2023, but that Pre-Hearing Conference was subsequently cancelled.  Another Call-in Telephonic PreHearing Conference Notice was issued on June 1, 2023 scheduling a Pre-Hearing Conference for July 11, 2023.  The ALJ issued her Prehearing Conference Order for Telephonic Conference on June 27, 2023. 

9. John J. Dolan filed a Petition to Intervene on May 20, 2023, which was granted.  Cynthia L. Spigelmyer filed a Protest on May 22, 2023.  On May 26, 2023, BASA, the City, and the Township (collectively, the “BASA Parties”) filed Petitions to Intervene.  Those Petitions were granted.  

10. On June 9, 2023, PAWC filed a Petition for Leave to File Supplemental Direct Testimony, which was granted by the ALJ’s Interim Order #1, issued on July 3, 2023.  William Rissmiller filed a Protest on June 15, 2023.  On June 30, 2023, Center and Summit filed Protests.  On July 3, 2023, Cleveland-Cliffs  filed a Petition to Intervene, which was subsequently granted.  On July 5, 2023, PAWC filed Supplemental Direct Testimony pursuant to Interim Order #1. 

11. The Prehearing Conference was held on July 11, 2023.  On July 12, 2023, Direct Testimony was filed by the OCA, I&E, the OSBA, Center, and Summit.  PAWC filed a Petition for Protective Order on July 14, which was granted by the ALJ by Order issued July 19, 2023. 

12. On July 14, 2023, the BASA Parties filed Motions to Strike portions of the Direct Testimony of Center and Summit.  Center and Summit filed Answers on July 21, 2023.  At the evidentiary hearing on July 28, 2023, the BASA Parties withdrew these motions. 

13. Center, Summit, PAWC, and the BASA Parties filed Rebuttal Testimony on July 18, 2023.  Telephonic public input hearings were held on the evenings of July 18 and July 19, 2023.  On July 20, 2023, the BASA Parties filed a Motion to Strike the Rebuttal Testimony of Center and Summit.  On July 26, 2023, Center and Summit filed an Answer to this Motion.  At the evidentiary hearing on July 28, 2023, the BASA Parties withdrew this motion. 

13. PAWC, the BASA Parties, the OCA, the OSBA, Center and Summit filed Surrebuttal Testimony on July 21, 2023.   

14. At the telephonic evidentiary hearing on July 28, 2023, PAWC, the BASA Parties, the OCA, the OSBA, and I&E informed the ALJ that they had reached a settlement.  The hearing was delayed to give Center, Summit, and Cleveland-Cliffs an opportunity to review the settlement.  When the hearing convened, counsel for Center and Summit indicated that those townships would not oppose the settlement and, at the next meeting of the township supervisors, counsel expected to receive authority to join the settlement.  By e-mails of August 3 and August 10, 2023, counsel for Center and Summit notified the ALJ that Center and Summit would not oppose the Settlement.  On July 31, 2023, Cleveland-Cliffs advised the ALJ that it would not oppose the Settlement. 
 
III. 	SETTLEMENT TERMS 

 	The Joint Petitioners agree as follows: 

A. Approval of Application 

15. The Joint Petitioners agree that the Commission should approve PAWC’s acquisition of the wastewater system assets (“System”) currently owned by BASA and PAWC’s right to begin to offer, render, furnish, or supply wastewater services in the areas served by the System, as well as any other necessary approvals or certificates for the transactions, subject to approval of all of the following conditions and without modification. 

	B. 	Tariff 

16. The pro forma tariff supplement attached to this Settlement, including all rates, miscellaneous fees and charges, rules and regulations regarding conditions of PAWC’s wastewater service, shall be permitted to become effective immediately upon closing of the transaction (“Closing”). 

17. In the first base rate proceeding that includes the BASA wastewater system assets, PAWC will propose to charge cost-of-service based rates for wastewater service to all entities it serves in the System, including but not limited to the VA Hospital, as limited by Paragraph 19(e) below. 

	C. 	Rates 

18. Except as explicitly agreed upon in this Settlement, nothing contained herein or in the Commission’s approval of the Application shall preclude any Joint Petitioner from asserting any position or raising any issue in a future PAWC proceeding. 

19. In the first base rate case that includes System assets: 

a. PAWC will submit a cost of service study that removes all costs and revenues associated with the operation of BASA’s systems. 
b. PAWC will provide a separate cost of service study for the BASA system. 
c. PAWC will not propose an increase in BASA’s base rates if the rates would become effective before the later of:  (a) the first anniversary of Closing or (b) January 1, 2025. 
d. In PAWC’s first base rate case that includes the BASA system assets, if PAWC proposes a different effective date for new rates for BASA customers beyond the effective date of new rates for other customers, PAWC agrees to calculate its proof of revenue as if the BASA customers were paying proposed rates without any delay to the effective date.  The Joint Petitioners agree that all rights are reserved with respect to the issue of delayed effective dates of rates in subsequent proceedings.  This term should not be construed to limit parties’ ability to make recommendations in any future PAWC base rate case to bring customers in systems with delayed effective dates to an appropriate cost of service as though they have paid the tariffed rates without any delay. 

e. PAWC will propose to move the System to 1.4x the current System rate or PAWC’s proposed Rate Zone 1 system-average wastewater rates, whichever is lower, upon the later of (a) the first anniversary of Closing or (b) January 1, 2025. 
f. PAWC may agree to rates other than those proposed for System customers in the context of a settlement of the base rate case. 
g. OCA, I&E, and OSBA reserve their rights to address PAWC’s rate proposals fully, and to make other rate proposals.  The Parties expressly recognize the Commission’s ultimate ratemaking authority to set just and reasonable rates and, notwithstanding anything to the contrary contained in this Paragraph 19, may enter into a settlement of the base rate case, whether full or partial and whether unanimous or non-unanimous, on reasonable terms and conditions. 
h. The rate at Closing for System residential wastewater customers with an average usage of 3,212 gallons per month is approximately $45.50. 
i. The current rate for PAWC residential Rate Zone 1 wastewater customers with an average usage of 3,212 gallons per month is approximately $106.00.

	D. 	Industrial Pretreatment Program (“IPP”) Fees 

20. 	The Joint Petitioners acknowledge that IPP fees are miscellaneous fees that may be applied to acquired customers, rather than existing rates that must be adopted by the acquiring utility pursuant to Section 1329(d)(v).  IPP fees are intended to cover costs associated with a comprehensive enforcement program to ensure that industrial wastewater is properly pretreated in order to protect the integrity of the System and the environment, and to ensure that the costs are allocated to the cost causers and not other ratepayers.  Without imposition of the IPP fees, industrial customers would have no meaningful incentive to pretreat their wastewater.  The pro forma tariff supplement attached to this Settlement incorporates BASA industrial customers into PAWC’s existing IPP tariff and does not exempt any BASA industrial customers from IPP fees.  IPP tariffed fees will be adjusted in the context of future PAWC base rate proceedings.  Impacted industrial customers were given notice of the possibility of the imposition of PAWC’s tariffed IPP fees by direct mail notice from PAWC, dated May 10, 2023, and were afforded an opportunity to participate in this proceeding.  The imposition of IPP fees is supported by substantial evidence of record. 

	E. 	Fair Market Value for Ratemaking Rate Base Purposes 
21. Joint Petitioners agree that pursuant to 66 Pa. C.S. § 1329, PAWC shall be permitted to use $228,000,000 for ratemaking rate base purposes for the acquired System. 

22. The Joint Petitioners agree that PAWC may record the acquisition at the net value of the assets, consistent with generally accepted accounting principles. 

23. PAWC and BASA have executed a First Amendment to the Asset Purchase Agreement (“First Amendment”) to reflect a purchase price of $230,000,000.  PAWC requests approval of the First Amendment pursuant to 66 Pa. C.S. § 507. 

	F. 	Distribution System Improvement Charge 
24.	PAWC will not include System-related investments in its distribution system improvement charge (“DSIC”) until PAWC collects a DSIC from System customers.  PAWC shall be permitted to collect a DSIC from System customers upon (i) PAWC’s filing of an amended wastewater Long-Term Infrastructure Improvement Plan (“Amended LTIIP”) including the System, which does not re-prioritize other existing commitments in other service areas, (ii) the Commission’s approval of the Amended LTIIP, as may be modified in the discretion of the Commission, and (iii) PAWC’s filing of a compliance tariff supplement which incorporates the System and all other systems included in the amended LTIIP into PAWC’s DSIC tariff, including all customer safeguards applicable thereto, no later than the next quarterly DSIC filing after Commission approval of the Amended LTIIP. 

G. 	Claims for Allowance for Funds Used During Construction and Deferred Depreciation 
24. The Joint Petitioners acknowledge that the Application includes a request that (i) PAWC be permitted to accrue Allowance for Funds Used During Construction (“AFUDC”) for post-acquisition improvements not recovered through the DSIC for book and ratemaking purposes and (ii) PAWC be permitted to defer depreciation related to post acquisition improvements not recovered through the DSIC for book and ratemaking purposes.  Any claims for AFUDC and deferred depreciation related to post-acquisition improvements not recovered through the DSIC for book and ratemaking purposes will be addressed in PAWC’s first base rate case which includes System assets.  The Joint Petitioners reserve their rights to litigate their positions fully in future rate cases when these issues are ripe for review.  The Joint Petitioners’ assent to this term should not be construed to operate as their preapproval of PAWC’s requests. 

	H. 	Transaction and Closing Costs 
26. The Joint Petitioners acknowledge that the Application includes a request that PAWC be permitted to claim transaction and closing costs associated with the acquisition of the System.  The Joint Petitioners agree that they will not contest these requests in this proceeding, but they reserve their rights to litigate their positions fully in future rate cases when this issue is ripe for review.  The Joint Petitioners’ assent to this term should not be construed to operate as their preapproval of PAWC’s request. 

27. The inclusion of outside legal fees, if any, in PAWC’s transaction and closing costs under the Asset Purchase Agreement shall be separately identified in PAWC’s next base rate case, and OCA, I&E and OSBA reserve the right to challenge the reasonableness, prudency, and basis for such fees. 

28. Any claim by PAWC to recover transaction and closing costs associated with the transaction will not include costs incurred by BASA.  

I. Approval of Section 507 Agreements[footnoteRef:2]  [2:  The OCA does not join in this paragraph but does not oppose PAWC’s request. ] 

29. Pursuant to 66 Pa. C.S. § 507, the Commission shall issue Certificates of Filing or approval for: 

a. the Asset Purchase Agreement By and Between Butler Area Sewer Authority, as Seller, and Pennsylvania-American Water Company, as Buyer, Dated as of October 11, 2022, and the attached First Amendment thereto; 

b. Water Pollution Control Agreement for Central Butler County between City of Butler, Township of Butler, Township of Center, Township of Summit, Borough of East Butler, Deshon Area Sanitary Disposal and Sewer Authority, East Butler Borough Sewer Authority, East Butler Borough Sewer Authority, Meridian Water and Sewer Authority, Municipal Water and Sewer Authority of Center Township and Butler Area Sewer Authority dated as of February 20, 1974; 

c. Service Agreement between The Township of Oakland and Butler Area Sewer Authority for the Service Area along Route 38 dated March 7, 1994; 

d. Service Agreement between the Township of Connoquenessing and Butler Area Sewer Authority for Cupps Road Service Area dated April 3, 1995; and 

e. Service Agreement between the Township of Connoquenessing and Butler Area Sewer Authority for Winterwood Drive Service Area dated December 14, 2005. 


	J. 	Cost of Service Studies 

30. In the first base rate case that includes the System’s assets, PAWC will submit a cost of service study that removes all costs and revenues associated with the operation of the System. 

31. In the first base rate case that includes the System’s assets, PAWC will also provide a separate cost of service study for the System consistent with typically filed ratemaking exhibits including, but not limited to, the following:  Rate Base (Measures of Value), Statement of Operating Income, Proof of Revenue, and Rate of Return, which correspond to the applicable test year, future test year, and fully projected future test year measurement periods. In the first PAWC base rate case that includes the BASA system, when PAWC provides customer notice, it shall provide notice to customers in the BASA system consistent with the rates agreed to be proposed in Paragraph 19(e), above.  

	K. 	Low Income Program Outreach and Welcome Letter 

32. Within the first billing cycle following Closing, PAWC shall include a bill insert to System customers regarding its low income programs and shall include such information in a welcome letter to System customers.  The bill insert and welcome letter shall include, at a minimum, a description of the available low income programs, eligibility requirements for participation in the programs, and PAWC’s contact information.  PAWC also agrees to automatically enroll any BASA wastewater customers, who are PAWC water customers enrolled in PAWC’s water low income programs, in PAWC’s wastewater low-income programs following Closing.  

33. The welcome letter will be sent within the first 30 days of Closing and will also include information about payment options (including low-income programs, eligibility requirements, PAWC contact information), free places to pay, and in-person bill payment locations reasonably proximate to the areas served by the BASA system. 

34. PAWC will work with community-based organizations with offices local to the areas served by the System for purposes of providing information and enrolling customers in PAWC’s customer-assistance programs.  PAWC will include this information in the welcome letter referenced in the previous paragraph. 

	L. 	Hardship Fund 
35. Effective on and after Closing, PAWC will increase eligibility for hardship grants to all PAWC customers including existing customers and newly acquired customers from the BASA System from 200% to 250% of Federal Poverty Income Guidelines (“FPIG”).  All parties reserve the right to re-evaluate the appropriate eligibility for hardship grants in a future base rate case filed after five (5) years following Closing. 

36. In addition to existing commitments and any commitments made in a future base rate case, PAWC will contribute $700,000 annually to the Company’s hardship grant program for the five (5) years following Closing ($3,500,000 total).  These contributions shall not be recovered in rates.  All unspent funds at the end of the program year will be rolled over and added to the budget for the hardship grant program in the following year(s).  

	M. 	Easements 
37. PAWC and BASA should be required to (1) identify all missing easements including public rights-of-way and other property rights; (2) take any and all necessary actions to obtain the missing easements and other property rights so that they may be conveyed to PAWC at Closing; and (3) BASA shall bear all costs and expenses for obtaining and conveying the missing easements and other property rights. 
38. Additionally, if for any circumstances beyond BASA’s control where it is unable to transfer all missing easements including public rights-of-way and other property rights before or at the Closing, PAWC and BASA may at their discretion close the transaction without the transfer of missing easements and other property rights, provided that an escrow account be established as set forth in the APA in which BASA will fund an easement escrow fund in the amount of $2,000 for each missing easement. 



	N. 	Commercial Customer Payment Arrangements 

39. At Closing, PAWC will implement a formal program for payment arrangements for commercial customers, including eligibility and payment terms. 

	O. 	Other Necessary Approvals 
40. The Commission shall issue any other approvals or certificates appropriate, customary, or necessary under the Code to carry out the transactions contemplated in the Application in a lawful manner. 

	P. 	Standard Settlement Conditions 
41. The Settlement is conditioned upon the Commission’s approval of the terms and conditions contained in the Settlement without modification.  If the Commission modifies the Settlement, any Petitioner may elect to withdraw from the Settlement and may proceed with litigation and, in such event, the Settlement shall be void and of no effect.  Such election to withdraw must be made in writing, filed with the Secretary of the Commission and served upon all Joint Petitioners within five (5) business days after the entry of an Order modifying the Settlement.  The Joint Petitioners acknowledge and agree that the Settlement, if approved, shall have the same force and effect as if the Joint Petitioners had fully litigated this proceeding. 

42. This Settlement is proposed by the Joint Petitioners to settle all issues in the instant proceedings.  If the Commission does not approve the Settlement and the proceedings continue, the Joint Petitioners reserve their respective procedural rights, including the right to present additional testimony and to conduct full cross-examination, briefing and argument.  The 
Settlement is made without any admission against, or prejudice to, any position which any Petitioner may adopt in the event of any subsequent litigation of these proceedings, or in any other proceeding. 

43. The Joint Petitioners acknowledge that the Settlement reflects a compromise of competing positions and does not necessarily reflect any Petitioner’s position with respect to any issues raised in these proceedings.  This Settlement may not be cited as precedent in any future proceeding, except to the extent required to implement this Settlement. 

44. The Joint Petitioners have prepared Proposed Findings of Fact, Proposed Conclusions of Law, and Proposed Ordering Paragraphs.  The Joint Petitioners further agree that the facts agreed to in the Proposed Findings of Fact are sufficient to find that the Settlement is in the public interest. 
45. Each Petitioner shall prepare a Statement in Support of Settlement setting forth the bases upon which the Petitioner believes the Settlement to be in the public interest. 

46. If the ALJ recommends approval of the Settlement without modification, the Joint Petitioners will waive their rights to file Exceptions.  
 
IV. 	REQUEST FOR RELIEF 
WHEREFORE, Pennsylvania-American Water Company, the Office of Consumer Advocate, the Pennsylvania Public Utility Commission’s Bureau of Investigation and Enforcement, the Office of Small Business Advocate, the Butler Area Sewer Authority, the Township of Butler, and the City of Butler, by their respective counsel, respectfully request that: 
(a) The Honorable Administrative Law Judge Marta Guhl recommend approval of, and the Commission approve, this Joint Petition for Unanimous Settlement of All Issues as submitted, including all terms and conditions thereof, without modification. 

(b) The Application filed by PAWC in this matter on February 14, 2023, as amended, and as further amended by the Settlement, be approved. 

(c) The Commission 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 substantially all of the assets, properties and rights related to the wastewater collection and treatment system (the “System”) owned by BASA to PAWC, and (ii) the right of PAWC to begin to offer, render, furnish and supply wastewater service in the areas served by the wastewater collection and treatment system owned by BASA. 

(d) The Commission permit PAWC to issue compliance tariff supplements, consistent with the pro forma tariff supplement attached to this Settlement, including all rates, rules and regulations regarding conditions of PAWC’s wastewater service as revised herein, to become effective immediately upon Closing.  The attached pro forma tariff supplement incorporates BASA industrial customers into PAWC’s existing IPP tariff and does not exempt any BASA industrial customers from IPP fees.  IPP tariffed fees will be adjusted in the context of future PAWC base rate proceedings. 

(e) The Commission direct PAWC, in the first base rate proceeding that includes the BASA System assets, to charge cost-of-service based rates for wastewater service to all entities it serves in the System, including but not limited to the Veterans Administration Hospital, as limited by Paragraph (f)(5) below. 

(f) The Commission direct that, in the first base rate proceeding that includes the BASA System assets: 

(1) PAWC will submit a cost of service study that removes all costs and revenues associated with the operation of BASA’s System, in accordance with Paragraph (m), below. 

(2) PAWC will provide a separate cost of service study for the BASA System, in accordance with Paragraph (n), below. 

(3) PAWC will not propose an increase in BASA’s rates if the rates would become effective before the later of: (i) the first anniversary of Closing or (ii) January 1, 2025.  

(4) In PAWC’s first base rate case that includes the BASA system assets, if PAWC proposes a different effective date for new rates for BASA customers beyond the effective date of new rates for other customers, PAWC will calculate its proof of revenue as if the BASA customers were paying proposed rates without any delay to the effective date.  The Joint Petitioners reserve all rights with respect to the issue of delayed effective dates of rates in subsequent proceedings.  This term should not be construed to limit the Joint Petitioners’ ability to make recommendations in any future PAWC base rate case to bring customers in systems with delayed effective dates to an appropriate cost of service as though they have paid the tariffed rates without any delay. 

(5) PAWC will propose to move the System to 1.4x the current System rate or PAWC’s proposed Rate Zone 1 system-average wastewater rates, whichever is lower, upon the later of (a) the first anniversary of Closing or (b) January 1, 2025. 

(6) PAWC may agree to rates other than those proposed for System customers in the context of a settlement of the base rate case. 

(7) OCA, I&E, and OSBA reserve their rights to address PAWC’s rate proposals fully, and to make other rate proposals.  The Joint Petitioners expressly recognize the Commission’s ultimate ratemaking authority to set just and reasonable rates and, notwithstanding anything to the contrary contained in this Paragraph (f), may enter into a settlement of the base rate case, whether full or partial and whether unanimous or non-unanimous, on reasonable terms and conditions. 

(8) The rate at closing for System residential wastewater customers with an average usage of 3,212 gallons per month is approximately $45.50. 

(9) The current rate for PAWC residential Rate Zone 1 wastewater customers with an average usage of 3,212 gallons per month is approximately $106.00. 

(g) The Commission permit PAWC to use $228,000,000 for ratemaking rate base purposes for the acquired System, pursuant to 66 Pa. C.S. § 1329(c). 
(h) The Commission permit PAWC to record the acquisition at the net value of the assets ($228,000,000), pursuant to 66 Pa. C.S. § 1702 . 

(i) The Commission not permit PAWC to include System-related investments in its distribution system improvement charge (“DSIC”) until PAWC collects a DSIC from System customers.  PAWC shall be permitted to collect a DSIC from System customers upon (i) PAWC’s filing of an amended wastewater Long-Term Infrastructure Improvement Plan (“Amended LTIIP”) including the System, which does not re-prioritize other existing commitments in other service areas, (ii) the Commission’s approval of the Amended LTIIP, as may be modified in the discretion of the Commission, and (iii) PAWC’s filing of a compliance tariff supplement which incorporates the System and all other systems included in the amended LTIIP into PAWC’s DSIC tariff, including all customer safeguards applicable thereto, no later than the next quarterly DSIC filing after Commission approval of the Amended LTIIP. 

(j) The Commission permit PAWC to:  (i) accrue Allowance for Funds Used During Construction (“AFUDC”) for post-acquisition improvements not recovered through the DSIC for book and ratemaking purposes and (ii) defer depreciation related to post acquisition improvements not recovered through the DSIC for book and ratemaking purposes.  Any claims for AFUDC and deferred depreciation related to post-acquisition improvements not recovered through the DSIC for book and ratemaking purposes will be addressed in PAWC’s first base rate case which includes System assets.  The Joint Petitioners reserve their rights to litigate their positions fully in future rate cases when these issues are ripe for review.  The Joint Petitioners’ assent to this term should not be construed to operate as their preapproval of PAWC’s requests. 

(k) The Commission permit PAWC to claim transaction and closing costs associated with the acquisition of the System in its first base rate case that includes the System assets.  The Joint Petitioners reserve their rights to litigate their positions fully in future rate cases when this issue is ripe for review.  The Joint Petitioners’ assent to this term should not be construed to operate as their preapproval of PAWC’s request.   

(1) The inclusion of outside legal fees, if any, in PAWC’s transaction and closing costs under the Asset Purchase Agreement shall be separately identified in PAWC’s next base rate case, and OCA, I&E and OSBA reserve the right to challenge the reasonableness, prudency, and basis for such fees.   
(2) Any claim by PAWC to recover transaction and closing costs associated with the Transaction will not include costs incurred by BASA.  

(l) The Commission, pursuant to 66 Pa. C.S. § 507, issue a Certificate of Filing or approvals for the following agreements between PAWC and a municipal corporation: 

(1) The Asset Purchase Agreement By and Among Butler Area Sewer Authority, as Seller, and Pennsylvania-American Water Company, as Buyer, Dated as of October 11, 2022, and the First Amendment thereto;  

(2) The Water Pollution Control Agreement for Central Butler County between City of Butler, Township of Butler, Township of Center, Township of Summit, Borough of East Butler, Deshon Area Sanitary Disposal and Sewer Authority, East Butler Borough Sewer Authority, East Butler Borough Sewer Authority, Meridian Water and Sewer Authority, Municipal Water and Sewer Authority of Center Township and Butler Area Sewer Authority dated as of February 20, 1974;    

(3) The Service Agreement between the Township of Oakland and Butler Area Sewer Authority for the Service Area along Route 38 dated March 7, 1994; and 

(4) The Service Agreement between the Township of Connoquenessing and Butler Area Sewer Authority for Cupps Road Service Area dated April 3, 1995.    

(5) Service Agreement between the Township of Connoquenessing and Butler Area Sewer Authority for Winterwood Drive Service Area dated December 14, 2005. 

(m) The Commission direct PAWC, in the first base rate case that includes the System’s assets, to submit a cost of service study that removes all costs and revenues associated with the operation of the System. 

(n) The Commission also direct PAWC, in the first base rate case that includes the System’s assets, to provide a separate cost of service study for the System consistent with typically filed ratemaking exhibits including, but not limited to, the following:  Rate Base (Measures of Value), Statement of Operating Income, Proof of Revenue, and Rate of Return, which correspond to the applicable test year, future test year, and fully projected future test year measurement periods.   

(o) The Commission direct that, when PAWC provides customer notice in its first base rate case that includes the BASA system, PAWC shall provide notice to customers in the BASA system consistent with the rates agreed to be proposed in Ordering Paragraph (f)(5), above.

(p) The Commission direct PAWC, within the first billing cycle following Closing, to include a bill insert to System customers regarding its low income programs and include such information in a welcome letter to System customers.  The bill insert and welcome letter shall include, at a minimum, a description of the available low income programs, eligibility requirements for participation in the programs, and PAWC’s contact information.  PAWC will also automatically enroll any BASA wastewater customers, who are PAWC water customers enrolled in PAWC’s water low income programs, in PAWC’s wastewater low-income programs following Closing.  

(q) The Commission direct PAWC to send the welcome letter within the first 30 days of closing and to also include information about payment options (including low-income programs, eligibility requirements, and PAWC contact information), free places to pay, and inperson bill payment locations reasonably proximate to the areas served by the BASA system. 

(r) The Commission direct PAWC to work with community-based organizations with offices local to the areas served by the System for purposes of providing information and enrolling customers in PAWC’s customer-assistance programs.  PAWC will include this information in the welcome letter referenced in the previous paragraph. 

(s) Effective on and after closing, PAWC will increase eligibility for hardship grants from 200% to 250% of Federal Poverty Income Guidelines (“FPIG”) for all existing PAWC customers and all newly acquired customers from the BASA System.  All parties reserve the right to re-evaluate the appropriate eligibility for hardship grants in a future base rate case filed after five (5) years following Closing. 

(t) The Commission direct PAWC to contribute $700,000 annually to the Company’s hardship grant program for the five (5) years following Closing ($3,500,000 total), in addition to existing commitments and any commitments made in a future base rate case.  These contributions shall not be recovered in rates.  All unspent funds at the end of the program year will be rolled over and added to the budget for the hardship grant program in the following year(s).  

(u) The Commission require PAWC and BASA to: (1) identify all missing easements including public rights-of-way and other property rights; (2) take any and all necessary actions to obtain the missing easements and other property rights so that they may be conveyed to PAWC at closing; and (3) BASA shall bear all costs and expenses for obtaining and conveying the missing easements and other property rights. 

(v) The Commission permit PAWC and BASA, at their discretion, to close the transaction without the transfer of missing easements and other property rights, if for any circumstances beyond BASA’s control, it is unable to transfer all missing easements (including public rights-of-way and other property rights) before or at the closing of the transaction, provided that an escrow account be established as set forth in the APA in which BASA will fund an easement escrow fund in the amount of $2,000 for each missing easement.

(w) The Commission direct PAWC, at Closing, to implement a formal program for payment arrangements for commercial customers, including eligibility and payment terms. 

(x) The Commission issue any other approvals or certificates appropriate, customary, or necessary under the Pennsylvania Public Utility Code to carry out the transactions contemplated in the Application in a lawful manner. 
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