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AND NOW COMES PENNSYLVANIA-AMERICAN WATER COMPANY (“PAWC”
or the “Company”), pursuant to 52 Pa. Code § 5.533 and the Secretarial Letter issued in this matter
on February 18, 2026, to file this Exception to the Recommended Decision of Administrative Law
Judge John M. Coogan (the “ALJ”), issued on February 18, 2026. The ALJ recommended that the
Pennsylvania Public Utility Commission (the “Commission’) grant the Petition to Open a Section
529 Investigation into the Acquisition of Rock Spring Water Company (“RSWC” or “Rock
Spring”) and that the Commission direct PAWC to acquire RSWC. PAWC is ready, willing and
able to acquire the Rock Spring water system (the “System™) if the Commission so orders. PAWC,
however, asks the Commission to modify the Recommended Decision to provide PAWC and

RSWC with non-binding guidance on a “reasonable” purchase price for Rock Spring’s System.

L. PROCEDURAL HISTORY
Pages 1-7 of the Recommended Decision accurately summarize the Procedural History of

this case.

II. EXCEPTION: THE COMMISSION SHOULD PROVIDE NON-BINDING
GUIDANCE TO PAWC AND ROCK SPRING ON A “REASONABLE”
PURCHASE PRICE

Section 529(a) empowers the Commission to order a capable public utility to acquire a
small water utility if the Commission makes certain findings after notice and an opportunity to be
heard. The ALJ recommended that the Commission make all of the findings necessary to order a
capable public utility to acquire Rock Spring. In addition, the ALJ recommended that the
Commission order PAWC to acquire the System. PAWC does not except to these
recommendations; PAWC is ready, willing and able to acquire the System if the Commission so

orders.



Section 529(e) provides:

The price for the acquisition of the small water or sewer utility shall be
determined by agreement between the small water or sewer utility and the acquiring
public utility, subject to a determination by the commission that the price is
reasonable. If the small water or sewer utility and the acquiring capable public
utility are unable to agree on the acquisition price or the commission disapproved
the acquisition price on which the utilities have agreed, the commission shall issue
an order directing the acquiring capable public utility to acquire the small water or
sewer utility by following the procedure prescribed for exercising the power of
eminent domain pursuant to the act of June 22, 1964 ... known as the Eminent
Domain Code.

66 Pa. C.S. § 529(e).

PAWC and RSWC have not reached an agreement by which PAWC will acquire the
System. Consequently, PAWC’s Brief and Reply Brief argued that, if the ALJ recommended that
the Commission direct PAWC to acquire the System, he should also recommend that the
Commission’s Order address the procedure going forward. Among other things, PAWC requested
that the ALJ recommend that:

o The Commission give RSWC and PAWC a reasonable period (such as three
months) to negotiate an asset purchase agreement identifying the System assets that
will be transferred and a reasonable purchase price for those assets. If RSWC and
PAWC cannot reach an agreement within that time period, PAWC could either
request an extension of time to negotiate an agreement or file an eminent domain
proceeding to acquire the System.

o The Commission provide PAWC and Rock Spring with a “range of reasonableness”
for the purchase price.
o The Commission direct that certain existing debts of RSWC (such as the costs of

PAWC'’s receivership together with the fines and penalties that already have been
imposed on Rock Spring) be paid from the proceeds of the sale of the System, to
the extent that proceeds are available.

o The Commission’s Order give PAWC a reasonable period (such as three months)
to prepare and submit a Plan for Improvements for remedying the System’s
deficiencies pursuant to Section 529(j).

PAWC’s Brief at 15-16 and 37-43; PAWC’s Reply Brief at 35-36.
The ALJ agreed with PAWC on most of these points. The ALJ, however, did not

recommend that the Commission provide PAWC and Rock Spring with a “range of



reasonableness” for the purchase price. Recommended Decision (“R.D.”) at 176. According to
the ALJ:

PAWC’s arguments for what may be a reasonable purchase price are detailed and

may have merit. However, I decline to recommend a range of reasonableness for

the purchase price. What is reasonable should be a factual matter to be negotiated

and presented to the Commission in a future stage of this proceeding. Additionally,

pursuant to Section 529(e), the price for acquisition is only to be presented to the

Commission if both parties agree to a price. There is no indication that RSWC

agrees to PAWC’s proposed “range of reasonableness.” Indeed, RSWC opposes

guidance on a reasonable purchase price in this proceeding. RSWC RB at5. To

set a range of reasonableness now could limit the possibility of what the parties

agree to as reasonable during future negotiations. Similarly, to set an acceptable

price range now is premature since, if PAWC and RSWC cannot agree to an

acquisition price, the Commission will order PAWC to acquire RSWC through

eminent domain. 66 Pa. C.S. § 529(e).

Recommended Decision (“R.D.”) at 176.

PAWC respectfully excepts to this portion of the Recommended Decision and requests that
the Commission provide PAWC and RSWC with non-binding guidance on what the Commission
might find to be a “reasonable” purchase price for the System. Such guidance would be helpful to
PAWC and Rock Spring as they attempt to negotiate a purchase price for the System that would
be acceptable to the Commission.

Such guidance would be in the public interest because it could avoid substantial delays in
transferring the System to a capable public utility. The Recommended Decision recommends that
the Commission give PAWC and RSWC three months to negotiate an Asset Purchase Agreement,
with the possibility for extensions to conduct further negotiations. Ordering Paragraphs 3 and 4.
In contrast, if the Commission would provide non-binding guidance on a “reasonable” purchase

price for the System, the parties might quickly realize that they cannot agree on a purchase price

that the Commission would find “reasonable.” In that situation, PAWC would know that it should



quickly file an eminent domain proceeding' to acquire the System. Additionally, if the
Commission would provide non-binding guidance on a “reasonable” purchase price for the
System, PAWC and RSWC are not likely to spend months negotiating an Asset Purchase
Agreement that the Commission ultimately disapproves on the grounds that the agreed-to purchase
price is not “reasonable.” Finally, such guidance would be in the public interest because it would
aid PAWC and RSWC (and the Commission) in avoiding the unprecedented step of forcing a
capable public utility to acquire an unwilling small water system through eminent domain.?

The only party to respond to PAWC’s recommended procedure going forward was Rock
Spring, who opposed PAWC’s proposal. RSWC’s Reply Brief at 5. According to Rock Spring,
guidance on a “reasonable” purchase price would be inappropriate because it is an advisory
opinion. Rock Spring further argues “[t]here is no reason, justification or precedent for the
Commission to engage in speculation or guidance regarding a reasonable purchase price.” Id.

Rock Spring incorrectly claims that there is no precedent for the Commission to provide
guidance on a “reasonable” purchase price for a utility system. The Commission recently provided

non-binding guidance to the regulated community on a methodology it will use to determine

!'In the alternative, PAWC could request Commission authority to file an eminent domain proceeding quickly. The
Recommended Decision is unclear on whether PAWC could file an eminent domain proceeding during the three
months immediately following entry of the Commission’s order if it becomes apparent that PAWC and Rock Spring
cannot reach an agreement.

2 The record contains no evidence regarding the eminent domain process, but the Commission can take official notice
of the Eminent Domain Code, 26 Pa. C.S. §§ 101 ef seq., the Associations Code, especially 15 Pa. C.S. § 1511(c), and
reported cases involving condemnations by public utilities. An eminent domain proceeding begins with the filing of
a declaration of taking. 26 Pa. C.S. § 302(a)(1). Legal title to the property passes to the condemnor on the date of the
filing, 26 Pa. C.S. § 302(a)(2), but the condemnor may not take possession of the property for a considerable period
(although presumably PAWC would continue to act as Receiver even if Rock Spring would retain legal possession of
the System). The process of determining the value of the System could be a lengthy process. That process would be
conducted in the civil courts, completely beyond the control of the Commission. PAWC respectfully submits that the
court-determined valuation of the System (together with all transaction and closing costs, including reasonable
attorneys fees for the eminent domain proceeding) should be recoverable in rates because the Commission ordered
PAWC to acquire the System. To remove any doubt, if the Commission directs PAWC to acquire RSWC through the
eminent domain process, its order should make clear that all costs of the acquisition, including the purchase price for
the System and all transaction and closing costs (including reasonable attorneys fees) are recoverable in rates.



whether the agreed-to purchase price for a utility system acquired pursuant to Section 1329 is
“reasonable.” In Valuation of Acquired Municipal Water & Wastewater Systems — Act 12 of 2016
Implementation, Docket No. M-2016-2543193 (Final Supplemental Implementation Order entered
Jul. 2, 2024) (the “2024 FSIO”), the Commission adopted a Reasonableness Review Ratio
(“RRR”) that the Commission will use as an additional factor and point of reference in making a
determination on the overall prudency of a Section 1329 application.> The RRR is in the nature
of a policy statement; it is not binding on the Commission. 2024 FSIO at 103.

In its Brief, PAWC recommended that the Commission establish a “range of
reasonableness” from $6,000 (about half of the System’s net utility plant) to $65,000 (the amount
offered by SCBWA). Together with the estimated cost of improving the System, this purchase
price would represent an investment of up to $34,839 per customer in the RSWC System — a per
customer figure exceeding the amount PAWC paid for the Delaware Sewer Company and Clean
Treatment Sewage Company pursuant to Section 529, but less than PAWC paid for the Winola
Water Company pursuant to Section 529. PAWC’s Main Brief at 38-40.

At a minimum, the Commission should provide guidance to PAWC and RSWC on the
factors it would consider in determining whether an agreed-to purchase price is “reasonable.” Such
guidance would allow PAWC and RSWC to negotiate a purchase price and present it to the
Commission along with the information that the Commission needs to determine whether the

agreed-to purchase price is “reasonable.”

3 To be clear, PAWC is not requesting that the Commission establish something akin to the RRR,
which would apply to all Section 529 proceedings. If the Commission desires to establish an RRR-
like mechanism that would apply to a class of transactions, it should do so through an
Implementation Order or policy statement on which all stakeholders should have an opportunity
to comment. In this proceeding, PAWC only requests that the Commission establish a “range of
reasonableness” for PAWC’s acquisition of RSWC.



These factors should include:

o the assets included in/excluded from the acquisition and the condition of those
assets;
o the purchase price per customer for those assets, the capital expenditures per

customer needed to bring the System into compliance with statutory and regulatory
standards, and comparable data for recent Section 529 acquisitions, all recent
Section 1103 acquisitions, and those Section 1103 acquisitions for which PAWC
has recently requested an acquisition adjustment pursuant to Section 1327;

o any other offers to purchase the System in the last five years;

o the depreciated original cost of the System; and

o the revenues of the System and the costs to operate the System;

o the expected impact of the acquisition on rates for RSWC’s existing customers and

PAWC’s existing customers.

See PAWC’s Brief at 38-40.

The Commission should not require the submission of appraisals completed by utility
valuation experts, as required by Section 1329. The Commission can take official notice of the
evidence of record in recent Section 1329 acquisitions. That evidence demonstrates that expert

valuations are expensive and take substantial time to prepare.*

III. CONCLUSION AND REQUEST FOR RELIEF

WHEREFORE, for all the reasons set forth above, Pennsylvania-American Water
Company respectfully requests that the Commission adopt the Recommended Decision, as
modified to include non-binding guidance on a “reasonable” purchase price for the System. That
guidance could be a dollar figure for a minimum and maximum “reasonable” purchase price

(PAWC recommends a range from $6,000 (about half of the System’s net utility plant) to $65,000

4 In the recent case of Application of PAWC for the Acquisition of the Wastewater Treatment Plant and Collection
System Owned and Operated by the Elizabeth Borough Municipal Authority, Docket No. A-2025-3052983, the answer
to Standard Data Request 7 indicated that an average of almost $30,000 had been paid to each utility valuation expert
as of the date the application was filed. Considering that Rock Spring’s net utility plant as of December 31, 2023,
was estimated to be $11,317, PAWC St. No. 2 p. 3, it would be unreasonable to require the parties to spend almost
three times that amount on an appraisal.



(the amount offered by the State College Borough Water Authority)). In the alternative, the
Commission could give PAWC and Rock Spring guidance on the evidence and data it would like
to review to determine whether an agreed-to purchase price is “reasonable.”

Respectfully submitted,
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