PRINTER S NO. 26

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 24 5

| NTRODUCED BY LLOYD, BATTISTO D. R WRI GHT, HALUSKA, 4 GLI OITI,
VEON, HASAY, E. Z. TAYLOR, KUKOVI CH, VROON, CIVERA, BELFANTI
TIGUE, S. H SMTH MERRY, DORR, SERAFI N, CAWEY, STUBAN
DI STLER, | TKIN AND COLAlI ZZO, JANUARY 18, 1989

REFERRED TO COW TTEE ON CONSUMER AFFAI RS, JANUARY 18, 1989
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AN ACT

Amending Title 66 (Public Uilities) of the Pennsylvania
Consol idated Statutes, further providing for rates.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Title 66 of the Pennsyl vania Consoli dat ed
Statutes is anmended by adding a section to read:

8 1327. Acquisition of water and sewer utilities.

(a) Acquisition cost greater than depreci ated ori gi nal

cost.--If a public utility acquires property from another public

utility, a nmunicipal corporation or a person at a cost which is

in excess of the original cost of the property when first

devoted to the public service | ess the applicabl e accrued

depreci ation, that excess, or any portion thereof found by the

commi ssion to be reasonable, may be included in the rate base of

the acquiring public utility, provided that the acquiring public

utility proves that:

(1) the property is used and useful in providi ng water
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or _sewer_service;

(2) the public utility acquired the property from

another public utility, a nunicipal corporation or a person

whi ch had 1,000 or fewer custoner connecti ons;

(3) the public utility, nunicipal corporati on or person

fromwhich the property was acquired was not, at the ti ne of

acqui sition, furnishing and mai ntai ni ng adequate, efficient,

saf e and reasonabl e service and facilities, evidence of which

shall include, but not be limted to, the foll ow ng:

(i) violation of statutory or regul atory

requi renents of the Departnent of Environnental Resources

or the conm ssion concerning the safety, adequacy,

efficiency or reasonabl eness of service and facilities;

(ii) a finding by the conmi ssion of inadequate

financial, managerial or technical ability of the snull

water or sewer utility;

(iii) a finding by the conm ssion that there is a

present deficiency concerning the availability of water,

the palatability of water or the provision of water at

adequat e vol unme and pressure; or

(iv) a finding by the conmi ssion that the snal

water or sewer utility, because of necessary inprovenents

to its plant or distribution system cannot reasonably be

expected to furni sh and mai ntain adequate service to its

custoners in the future at rates equal to or | ess than

those of the acquiring public utility:

(4) reasonable and prudent investnents will be nmade to

assure that the custoners served by the property will receive

adequate, efficient, safe and reasonabl e service;

(5) the public utility, nunicipal corporati on or person
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whose property is being acquired is in agreenent with the

acqui sition and the negotiati ons which led to the acqui sition

were conducted at arnmis | engt h;

(6) the actual purchase price is reasonabl e;

(7)) neither the acquiring nor the selling public

utility, nmunicipal corporation or person is an affili ated

i nterest of the other;

(8) the rates charged by the acquiring public utility to

its preacqgui sition custoners will not increase unreasonably

because of the acquisition; and

(9) the excess of the acquisition cost over the

depreci ated original cost will be added to the rate base to

be anortized as an additi on to expense over a reasonabl e

period of tinme with correspondi ng reductions in the rate

(b)Y Procedure.--The conm ssi on, upon application by a public

utility, person or corporati on which has agreed to acquire

property from another public utility, nunicipal corporation or

person, nay approve an inclusion in rate base in accordance with

subsection (a) prior to the acquisition and prior to a

proceedi ng under this chapter to determnm ne just and reasonabl e

rates if:

(1) the applicant has provided notice of the proposed

acqui sition and any proposed increase in rates to the

custoners served by the property to be acquired, in such form

and nanner as the conmi ssion, by requl ation, shall require;

(2) the applicant has provided notice to its custoners,

in such formand manner as the comm ssi on, by regul ati on,

shall require, if the proposed acqui sition would i ncrease

rates to the acquiring public utility's custoners;

19890H0024B0026 - 3 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(3) the applicant has provided notice of the application

to the Director of Trial Staff and the Consuner Advocate; and

(4) in addition to any other informati on required by the

commi ssion, the application includes a full descripti on of

t he proposed acqui sition and a plan for reasonabl e and

prudent investnents to assure that the custoners served by

the property to be acquired will recei ve adequate, efficient,

saf e and reasonabl e servi ce.

(c) Hearings.--The comm ssion may hold such hearings on the

application as it deens necessary.

(d) Forfeiture.--Notw thstandi ng section 1309 (relating to

rates fixed on conplaint; investigation of costs of production),

the conm ssion, by requlation, shall provide for a utility to

renove the costs of acquisition fromits rates and to refund any

revenues collected as a result of this section, plus interest,

whi ch shall be the average rate of interest specified for

residential nortgage | ending by the Secretary of Banking in

accordance with the act of January 30, 1974 (P.L.13, No.#6),

referred to as the Loan Interest and Protection Law, during the

peri od or periods for which the comm ssion orders refunds, if

the conm ssion, after notice and heari ngs, deterni nes that the

reasonabl e and prudent investnents to be nade in accordance with

this section have not been conpleted within a reasonable tine.

(e) Acquisition cost |ower than depreci ated origi nal cost.--

If a public utility acquires property from another public

utility, a nmunicipal corporation or a person at a cost which is

| ower than the original cost of the property when first devoted

to the public service | ess the applicabl e accrued depreciati on

and the property is used and useful in providing water or sewer

service, that difference shall, absent matters of a substanti al
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public interest, be anortized as an addition to i nconme over a

reasonabl e period of tine or be passed through to the ratepayers

by such other nethodol ogy as the comm ssion may direct. Notice

of the proposed treatnent of an acquisition cost | ower than

depreci ated origi nal cost shall be given to the Director of

Trial Staff and the Consunmer Advocate.

(f) Reports.--The conmmi ssion shall annually transmt to the

Governor and to the General Assenbly and shall make avail able to

the public a report on the acquisition activity under this

title. Such report shall include, but not be linited to, the

nunber of small water or sewer public utilities, nunicipal

corporations or persons acquired by public utilities, and the

anounts of any rate i ncreases or decreases sought and granted

due to the acqui sition.

(g) Expiration.--This section shall expire in five years

unl ess extended by st at ute.

Section 2. This act shall take effect in 60 days.
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