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BY THE BOARD: 

On November 17, 2017, New Jersey-American Water Company, Inc. ("Company" or 
"Petitioner"), a public utility corporation of the State of New Jersey, filed a petition pursuant to 
N.J.S.A. 48:2-21 and N.J.A.C. 14:9-10.1 et seq., for approval to file and implement an 
adjustment clause tariff that would establish a Distribution System Improvement Charge 
(''DSIC") for the renewal of water distribution system assets for the period of 2018 through 2020 
("Foundational Filing"). 

BACKGROUNPIPROCEPURAL HISTORY 

· The Company's initial DSIC Foundational Filing was approved by the Board on October 23, 
2012 in BPU Docket No. WR12070669. The Company filed its base rate filing, BPU Docket No. 
WR15010035, on January 9, 2015, which incorporated the entirety of the Company's DSIC 
charge from its first DSIC recovery period (October 23, 2012 through April 30, 2013); second 
DSIC recovery period (May 1, 2013 through October 31, 2013); third DSIC recovery period 
(November 1, 2013 through April 30, 2014); and fourth DSIC recovery period (May 1, 2014 
through October 31, 2014). Additionally, it incorporated DSIC eligible projects that were placed 
in service between November 1, 2014 and July 31, 2015, the end of the test year. 

The Petitioner filed its second Foundational Filing on June 12, 2015 in BPU Docket No. 
WR15060724. The Company filed its base rate filing, BPU Docket No. WR15010035, on 



Agenda Date: 10/29/18 
Agenda Item: 5F 

January 9, 2015, which incorporated the entirety of the Company's DSIC charge from its first 
DSIC recovery period (September 21, 2015 through March 31, 2016); second DSIC recovery 
period (April 1, 2016 through September 30, 2016); third DSIC recovery period (October 1, 2016 
through March 31, 2017); and fourth DSIC recovery period (April 1, 2017 through September 
30, 2017). Additionally, it incorporated DSIC eligible projects that were placed in-service 
between November 1, 2016 and July 31, 2017, the end of the test year. 

The Petitioner ultimately filed its third Foundational Filing on November 17, 2017, as a 
separately docketed matter from the base rate case. While the Company, the Division of Rate 
Counsel ("Rate Counsel"), and the Staff of the Board of Public Utilities (collectively, "Parties") 
worked to issue and respond to discovery questions in a timely manner, this matter was delayed 
pending rate case determination which would permit this matter to be acted upon by the Board· 
after the 120 day period specified in N.J.A.C. 14:9-10.4(c). The Petitioner responded to 
discovery requested from all Parties. A discovery conference was held on August 14, 2018, with 
representatives from all Parties in attendance. At that conference, representatives of the 
Company responded to questions from Board Staff and Rate Counsel. 

j 

Revised Appendices C&D were resubmitted on August 24, 2018. These appendices were being 
resubmitted as requested by both Staff and Rate Counsel. In addition, a supplemental Appendix 
which included all projects previously approved, but not initiated, under the BPU-approved 2015 
Foundational Filing was submitted. Since these projects were approved and eligible for inclusion 
in a future DSIC recovery period filing, it is the Company's intention to utilize these projects 
listed in the supplemental Appendix in the future as either substitute projects or as DSIC-eligible 
projects initiated under any future gap period, as set forth in, inter alia, N.J.A.C. 14:9-10.4. 

After proper notice, a public hearing was held at the Howell Municipal Building on March 14, 
2018, at 5:30 pm. Seven members of the public appeared at the hearing and two members 
provided comments on two issues: affordability concerns resulting from living on a fixed income 
of social security; and water quality concerns, specifically, water that leaves black stains. 

STIPULATION 

As a result of an analysis of the Petitioner's Foundational Filing, which included a review of the 
discovery responses, the Parties reached an agreement on this matter. On October 16, 2018, 
the Parties executed a stipulation of settlement ("Stipulation"). In sum, the Stipulation 1 states: 

1. The Parties recommend that the Board find that the Company's Foundational 
Filing, including a revised Appendix C-Project List, summary of which is attached to this 
Stipulation as Exhibit A, satisfies all of the; requirements of N.J.A.C. 14:9-10.4(b) and that the 
Board approve the Foundational Filing as modified by revised Appendix C. The revised 
Appendix C omits those projects originally identified by the Company as "DSIC-eligible projects" 
which the Parties agreed to remove from the project list due to the projects having been 
recognized in the Company's pending rate case. 

2. The Parties recommend that the Board find that the projects listed in the revised 
Appendix C-Project List, summary of which is attached hereto as Exhibit A, are "DSIC-eligible 
projects" within the scope and meaning of the definition set forth in N.J.A.C. 14:9-10.2 and 

1 Although summarized in this Order, the detailed terms of the Stipulation are controlling, subject to the 
findings and conclusions of this Ord~r. 
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N.J.A.C. 14:9-10.3(a) and that the Board approve the Project List. NJAWC represents that the 
projects listed in the revised Appendix C-Project List only include projects that are scheduled to 
begin construction after the effective date of this Foundational Filing. The Parties also agree that 
the projects listed in Appendix C-1, which were also removed from the as-filed Appendix C, are 
provided for informational purposes only. The Company will comply with the notice procedures 
in N.J.A.C.14:9-10.4(b)5 before proceeding to implement any projects listed on Appendix C-1. 

3. The Parties agree that the revenue requirement associated with the actual costs 
of the approved projects listed in Exhibit A, Appendix C be recovered through future "DSIC 
filings" made during the "DSIC period" as those terms are defined in N.J.A.C. 14:9-10.2 at 
intervals and in a manner consistent with the requirements of N.J.A.C. 14:9-10.5. 

4. The Parties agree that the annual "base spending" as defined in N.J.A.C. 14:9-
10.2 is $28,019,927, based on the information filed in the Company's last annual report on file 
with the Board (the 2017 Annual Report) at the time new base rates are expected to be set. 

5. The Parties agree that the maximum amount of annual DSIC revenue that may 
be collected by the NJAWC is $34,777,379, or 5% of the revenues expected to be set in the 
Company's current base rate case. 

DISCUSSION AND FINDINGS 

Based upon the information presented in the Foundational Filing and agreed to by the Parties 
in the Stipulation, the Board HEREBY FINDS that the Company's 2017 overall revenue for 
DSIC purposes is $695,547,570. The Board FURTHER FINDS that the Petitioner's maximum 
amount of annual DSIC revenues that may be collected is $34,777,379, or no more than 5% of 
the Company's total water revenues established in the Company's most recent base rate case.2 

The Company will implement the DSIC surcharge if, and when, it achieves specific levels of 
infrastructure investment and completes and places the facilities into service as required by 
N.J.A.C. 14:9-10.1 et seq. As an example, an average residential customer with a 5/8-inch 
meter may be subjected to a maximum monthly DSIC surcharge of $3.37. These proposed 
rates are estimates and may change, however the maximum annual DSIC revenue -requirement, 
$34,777,379, cannot be exceeded. 

The Board HEREBY ORDERS that, in accordance with N.J.A.C. 14:9-10.5(b), the Petitioner 
shall make DSIC filings on a semi-annual basis, commencing approximately six months after 
the effective date of the Foundational Filing. Petitioner must submit its semi-annual DSIC filing 
within 15 days of the end of the DSIC recovery period. DSIC filings shall be reviewed by Board 
Staff and Rate Counsel. Petitioner may recover the interim surcharge associated with the DSIC­
eligible projects closed during the DSIC recovery period not objected to by Board Staff or Rate 
Counsel beginning 60 days after the end of the DSIC recovery period, subject to refund at the 
Board's discretion. It is FURTHER ORDERED that Petitioner must comply with the base 
spending requirements set forth in this Order. Failure to comply with the base spending 
requirements will result in a reduction and refund, where appropriate, of the DSIC surcharge. 
Thus, Petitioner's DSIC surcharge is interim, subject to refund, and shall not exceed the annual 
maximum revenue requirement of $34,777,379, set forth in this Order. 

The Board FURTHER ORDERS, that in accordance with N.J.A.C. 14:9-10.4(e), if within three 

2 The rate case is being decided on the Board's October 29, 201_8. 
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(3) years after the effective date of this Order, Petitioner has not filed a petition in accordance 
with the Board's rules for the setting of its base rates, all interim charges collected under the 
DSIC shall be deemed an over-recovery, and shall be credited to customers in accordance with 
the Board's rules. · 

The Board FURTHER ORDERS. that as of the effective date of the Order entered in the 
Company's base rate filing dated October 29, 2018, Docket Number WR17090985, the prior 
foundational filing (effective September 21, 2015, Docket No. WR15060724) was concluded, the 
DSIC rate was reset to zero and no additional DSIC filings cir DSIC rates may be collected, 
made or implemented pursuant thereto. 

Having reviewed the Foundational Filing and the Stipulation, the Board FINDS that the Parties 
have voluntarily agreed to the Stipulation, and that the Stipulation fully disposes of all issues in 
this proceeding and is consistent with the law. The Board FINDS the Foundational Filing and 
Stipulation to be reasonable, in the public interest, and in accordance with the law. Therefore, 
the Board HEREBY ADOPTS· the Stipulation, attached hereto, including all attachments and 
schedules, as its own, incorporating by reference the terms and conditions of the Stipulation, as 
if they were fully set forth at length herein, subject to the requirements set forth in N.J.A.C. 14:9-
10.1 et seq., and the conditions set forth in this Order. 
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DSIC shall be deemed an over-recovery, and shall be credited to customers in accordance with 
the· Board's rules. 

The Board FURTHER ORDERS, that as of the effective date of the New Jersey-American 
Water Company October 29, 2018 Base Rate Order, Docket Number WR17090985, the prior 
foundati_onal filing (effective September 21, 2015, Docket No. WR15060724) was concluded, the 
DSIC rate was reset to zero and no additional DSIC filings or DSIC rates may be collected, 
made or implemented pursuant thereto. 

Having reviewed the Foundational Filing and the Stipulation, the Board FJNDS that the Parties 
have voluntarily agreed to the Stipulation, and that the Stipulation fully disposes of all issues in 
this proceeding and is consistent with the law. The Board FINDS the Foundational Filing and 
Stipulation to be reasonable, in the public interest, and in accordance with the law. Therefore, 
the Board HEREBY AQOPTS the Stipulation, attached hereto, including all attachments and 
schedules, as its own, incorporating by reference the terms and conditions of the Stipulation, as 
if they were fully set forth at length herein, subject to the requirements set forth in N.J.A.C. 14:9-
10.1 et seq., and the conditions set forth in this Order. 

Based upon the foregoing, the Board HEREBY APPROVES the Company's Foundational Filing 
and ORDERS that the Company may implement a Distribution System Improvement Charge, 
subject to this Order and Petitioner's ongoing compliance with the DSIC regulations, as well as 
conformity of the base spending requirements and semi-annual true-up submissions. 

The effective date of this Order is October 29, 2018. 

( 

ARY- NNA HOLDEN 
OMMISSIONER 

- C~~ 
UP • ORA J. CHIVU~~uf'-~ 
COMMISSIONER 

ATTEST: 
AIDA CAMACHO-WELCH 
SECRETARY 
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BY: 

~NE~~ 
COMMISSIONER 

~~ 
ROBERTM.G()ROOO~ 

COMMISSIONER 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

IN THE MA TIER OF THE PETITION OF 
NEW JERSEY-AMERICAN WATER 
COMPANY, INC. FOR AUTHORIZATION 
TO IMPLEMENT A DISTRIBUTION 
SYSTEM IMPROVEMENT CHARGE 

APPEARANCES: 

BPUDOCK.ETNO. WR17111183 

STIPULATION OF SETTLEMENT 

Robert J, Brabston, Esquire for Petitioner, New Jersey-American Water Company, Inc.; 

Andrew Kuntz and Emma Xiao, Esquires, Deputy Attorneys General for Staff of the New 
Jersey Board of Public Utilities (Gurbir S. Grewal, Attorney General of New Jersey); and 

Christine Juarez, Assistant Deputy Rate Counsel for the Division of Rate Counsel (Stefanie A. 
Brand, Esquire, Director). 

TO THE HONORABLE BOARD OF PUBLIC UTILITIES: 

On November 17, 2017, New Jersey-American Water Company, Inc. ("NJA WC"), a 

public utility of the State of New Jersey, filed a Petition with the Board of Public Utilities 

("Board") pursuant to N.J.S.A. 48:2-21 and New Jersey Administrative Code (N.J.A.C.) 14:9-

10.1 et seq. and such statutes and .regulations and Board orders that may be deemed by the Board 

to be applicable, for approval of its Foundational Filing to enable the implementation of a 

Distribution System Improvement Charge ("DSIC" or "Surcharge") for the renewal of water 

distribution system assets for the period of2018 through 2020. 

NJA WC is a regulated public utility corporation engaged in the production, treatment and 

distribution of water, and collection and treatmerit1 of wastewater within its defined service 

territory within the State of New Jersey. Said service territory includes portions of the following 

counties: Atlantic; Bergen, Burlington; Camden; Cape May; Essex; Gloucester; Hunterdon; 

Middlesex; Mercer; Monmouth; Morris; Ocean; Passaic; Salem; Somerset; Union; and Warren. 

1 Currently, NJAWC treats wastewater at its Pottersville, Deep Run, and formerAWWM facilities. 
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As of December 31, 2018, NJA wc·serves approximately 631,000 water and fire service 

customers and 41,000 sewer service customers in 18 counties throughout the state. 

In support of its Petition, NJA WC submitted a Foundational Filing, consisting of the 

following information required by N.J.A.C. 14:9-10.4: 

a) An engineering evaluation report ("Engineering Report") of the water utility's 

distribution system that: 

i. Identifies the rationale for the work needed to be accelerated for the water 

utility to properly sustain its water distribution network; and 

ii. Demonstrates that the plan proposed to accelerate the renewal of the 

distribution network is the most cost effective plan; and 

iii. . To the extent that elements of the distribution network are failing, 

identifies what mechanisms are causing the failures; and 

iv. Identifies what is being done to extend the life of the water utility's assets. 

b) Information about proposed "DSIC-eligible projects" as defined in N.J.A.C. 14:9-

10.2 and 14:9-10.3 for the upcoming "DSIC period" as defined in N.J.A.C. 14:9-10.2 that 

includes the following: 

i. Aggregate information capturing blanket type DSIC-eligible infrastructure 

· to be rehabilitated or replaced ( e.g., estimated number of valves, number of hydrants, or 

number of service lines replaced) and the estimated annual cost of such blanket type 

replacement programs; 

ii. Vintage, condition, and other similar relevant, reasonably available 

information about the eligible infrastructure that is being rehabilitated or replaced; 

2 
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iii. The nature, location, estimated duration of project work (including 

estimated in-service dates) and a description and reason for project necessity; 

iv. · A list of projects with project identification numbers, DSIC-eligible asset 

class or category, and estimated project costs; 

v. Other such relevant and appropriate information. 

c) The expected amount ofNJAWC's base spending including underlying detail 

documenting that the base spending has been made on the appropriate types of infrastructure; a 

proposed DSIC assessment, calculated in accordance with subsection N.J.A.C. 14:9-10.8; and 

work papers showing the detailed calculations supporting_ the proposed assessment schedule. 

In BPU Docket No. WO 10090655, the Board approved a Distribution System 

Improvement Charge (DS!C), which was published in the New Jersey Register on June 4, 2012 

and effective on that date. The DSIC rules were adopted as an amendment and addition to the 

N.J.A.C. as§§ 14:9-10.1 et seq. Subsequently, on August 7, 2017, the Board readopted the 

DSIC Rules with amendments and published the current Rule in the New Jersey Register in 

Volume 49, Issue Number 15 at 49 N.J.R. 2542{a). The rule sets forth the conditions and 

procedures pursuant to which regulated water utilities may seek recovery of eligible capital 

investments through monthly surcharges, set semi-annually, on customer bills. 

The Petition in this matter was filed in accordance with N.J.A.C. 14:9-10.1 et seq. and 

14:1-5.1 et seq. 

On March 14, 2018, a public hearing was conducted at 5:30 p.m. in Howell Township, 

New Jersey at the Howell Municipal Building. 

As a result of the foregoing, the Parties agree to the following settlement terms: 

3 
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SETTLEMENT AGREEMENT 

1. NJA WC recently settled a full base rate case in BPU Docket No. WRI 7090985 

(with one issue reserved _for briefing, which issue will not impact rates to be implemented at this 

time). The settlement is expected to be approved by the Board at its October 29, 2018 agenda 

meeting, after which the Board'.s Order will be served and become effective consistent with 

N.J.S.A. 48:2-40, at which time the previous DSIC rate will be reset to zero, and this Stipulation 

for the DSIC Foundational Filing herein is also expected to be approved by the Board on October 

29, 2018, and the Board Order approving this Stipulation will likewise become effective in 

accordance with N.J.S.A. 48:2-40. 

2. The Parties recommend .that the Board find that NJA WC's Foundational Filing, 

including a revised
0
Appendix C-Project List, summary of which is attached to this Stipulation 

in Exhibit A, satisfies all of the requirements ofN.J.A.C. 14:9-10.4(b) and that the Board 

approve the Foundational Filing as modified by revised Appendix C. The revised Appendix C 

omits those projects originally identified by the Company as "DSIC-eligible projects" which the 

parties agreed to remove from the project list due to the projects having been recognized in the 

Company's pending rate case. 

3. The Parties recommend that the Board find that the projects listed in the revised 

Appendix C-Project List, summary of which is attached hereto in Exhibit A, are "DSIC-eligible 

projects" within the scope and meaning of the definition set forth in N.J.A.C. 14:9-10.2 and 

N.J.A.C. 14:9-10.3(a) and that the Board approve the Project List. NJA WC represents that the 

projects listed in the revised Appendix C-Project List only include projects that are scheduled to 

begin construction after the effective date of this Foundational Filing. The Parties also agree that 

the projects listed in Appendix C-1, which were also removed from the as-filed Appendix C, are 

provided for informational purposes only. The Company will comply with the notice of 
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substitution procedures in N.J.A.C.14:9-10.4(b)5 before proceeding to implement any projects 

listed on Appendix C-1. 

4. The Parties to this Stipulation agree that the revenue requirement associated with 

the actual costs of the approved projects listed in Exhibit A (Appendix C) be recovered through 

future "DSIC filings" made during the "DSIC period" as those terms are defined in N.J.A.C. 

14:9-10.2 at intervals and in a manner consistent with the requirements ofN.J.A.C. 14:9-10.5. 

5. The Parties to this Stipulation agree that the annual "base spending" as defined in 

N.J.A.C. 14:9-10.2 is $28,019,927, based on the information filed in the Company's last annual 

report on file with the Board (the 2017 Annual Report) at the time new base rates are expected to 

be set. An updated Appendix D showing the calculation of the Base Spending amount based on 

information in the 2017 Annual Report is provided herein as Exhibit B. 

6. The Parties agree that the maximum amount of annual DSIC revenue that may be 

collected by the NJAWC is $34,777,379, or 5% of the revenues expected to be set in the 

Company's current base rate case. 

7. Adequate public notice of this filing, and the effect thereof, was made by serving 

the public notice by mail upon the clerks of municipalities within the NJAWC's service area, 

upon the Clerks of the Boards of Chosen Freeholders within NJAWC's service area, and upon 

the County Executives within NJAWC's service area, at least twenty (20) days prior to the dates 

set for the public hearings, which notice included and specified the times and places of said 

hearings. 

8. Customers were notified of this filing and the effect thereof as well as the 

time and place of the public hearing by publication of the public notice at least twenty (20) 

days prior to the date set for the public hearing, in newspa!)ers of general circulation within 

5 
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NJA WC's service territory. In addition, customers were also made aware of this filing and 

the effect thereof by bill message included on customers' bills and by posting the entire 

Foundational Filing on the NJA WC company website. 

9. Proof of Service of the Notice as previously referred to herein was submitted to . 

the Board at the public hearing on March 14, 2018. 

10. The Parties agree and recommend to the Board that the Company's Foundational 

Filing, including its revised project list in Appendix C be considered by the Board at the next 

agenda meeting, scheduled for October 29, 2018 .. The Parties understand that service of the 

Board Order approving this Stipulation shall be in accordance with N.J.S.A. 48:2-40. 

11. This Stipulation shall be binding on the Parties to this proceeding upon approval 

hereof by the Board. This Stipulation shall bind the Parties in this matter only and shall not be 

considered precedent in any other proceeding involving the Parties hereto. 

12. This Stipulation contains terms, each of which is interdependent with the others 

and essential in its own right to the signing of this Stipulation. Each term is vital to the 

agreement as a whole, since the signatory Parties individually and jointly state that they would 

not have signed the Stipulation had any term been modified in any way. In the event that any 

modifications whatsoever are made to this Stipulation, each of the Parties hereto is entitled to 

certain procedures in the event of such occurrence. 

13. If any modification is made to the terms of this Stipulation, the signatory Parties 

must be given the right to be placed in the position in which each Party was before this 

Stipulation was executed. It is essential that each party be given the option either to modify its· 

own position, to accept the proposed change(s) or to resume the proceeding as ifno agreement 

had been reached. 

6 
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14. The Parties believe that these procedures are fair to all concerned and, therefore, 

they are made an integral and essential element of this Stipulation. 

15. This Stipulation may be executed in as many counterparts' as there are signatories 

to this Stipulation, each of which counterpart shall be an original, but all of which shall constitute 

one and the same instrument. 

NEW JERSEY-AMERICAN WATER COMPANY, INC. 

By: ___________ _ 

Robert J. Brabston 
Vice President and General Counsel· 

STEFANIE A. BRAND, DIRECTOR 
DIVISION OF RATE COUNSEL 

By: v<:=: ;;,h, ~ l»j.2s1,r 
· Chr1stmeJ~z 7'' 

Assistant Deputy Rate Counsel 

GURB!R S. GREWAL 
ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staf'f of the Board of Public Utilities 

Dated: tO/t~f l't{ 
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14. The Parties believe that these procedures are fair to all concerned and, therefore, 

they are made an integral and essential element of this Stipulation. 

15. This Stipulation may be executed in as many counterparts as there are signatories 

to this Stipulation, each of which counterpart shall be an original, but all of which shall constitute 

one and the same instrument. 

NEW JERSEY-AMERICAN WATER COMPANY, lNC. 

By:_· ------------­
Robert J. Brabston 
Vice President and General Counsel 

STEFANIE A. BRAND, DIRECTOR 
DIVISION OF RATE COUNSEL 

By: _____________ _ 

Christine Juarez 
Assistant Deputy Rate Counsel 

GURBIR S. GREW AL 
ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

Dated: t0/t1( /'{ · 

7 
LEGAL\38675588\1 



14. The Parties believe that these procedures are fair to all concerned and, therefore, 

they are made an integral and essential element of this Stipulation. 

15. This Stipulation may be executed in as many counterparts as there are signatories 

to this Stipulation, each of which counterpart shall be an original, but all of which shall constitute 

one and the same instrument. 

NEW JERSEY-AMERICAN WATER COMPANY, INC. 

By: ~dkk RobJ.Brabston 
Vice President and General Counsel 

STEFANIE A. BRAND, DIRECTOR 
DIVISION OF RATE COUNSEL 

Christine Juarez 
Assistant Deputy Rate Counsel 

GURBIR S. GREW AL 
ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

Andrew Kuntz 
Deputy Attorney General 

Dated: 
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Exhibit B 



NJAWC Proposed DSIC Assesment 1 
Note: Includes Gap period of April 2018 through September 2018) 

Total Proposed DSICMditions (Nov2018-Apr2019) $ 138,018,000 
Less: Base Expenditures (Nov 2018-Apr 2019) (8,000,000) 
Eligible Investment (Qualified DSICAdditions to UPIS During DSIC Peri, 130,018,000 (A) 
Less: Accum Depr (498,428) (B) 
Less: Deferred Tax (168,368) (C) 
Eligible Net Investment (net DSIC Additions to UPIS During DSIC Perioc_-'1=-29,.,,;:;35"'1"',2"'0'-'4-
Times Pre-Tax ROR X 8.84% (D) 
Pre-Tax Return on Investment 11,433,624 
Add Depreciation 1,993,712 
Revenue Recovery 13,427,335 
Revenue Factor 1.170197 (E) 
DSIC Revenue Requirement Recovery Amount -Annual 15,712,633 (F) 
DSIC Revenue Requirement Recovery Amount - Monthly $1,309,386 i 
(A) - Includes 6-months actual DSIC eligible projects closed to UPIS during DSIC Period 

(B) - Accumulated Depreciation: 
DSIC Eligible projects closed to UPIS 
Composite Depreciation rate 
Depreciation Expense 
1/2 Year Convention (for first 6-months) 

(C) - Deferred Taxes: 
DSIC Eligible projects closed to UPIS 
MACRC rate for 1st Year Water Plant 
Tax Depreciation 1st Year 
Book Depreciation 
Tax Depr Greater than Book 
Deferred Taxes at 21 % 

(D) - Pre-Tax Rate of Return: 

Long Term Debt 
Common Equity 
Subtotal Return on Rate Base 

(E) - Revenue Factor: 

RATIOS 

46.00% 
54.00% 
100.00% 

$130,018,000 
1.53% 

1,993,712 
498,428 

$130,018,000 
4.00% 

1,300,180 
498,428 
801,752 

$168,368 

COST WEIGHTED AVG 
RATE COST of CAPITAL 

4.95% 2.28% 
9.60% 5.18% 

7.46% 

$1.00000 

Pre-Tax 
ROR 

2.28% 
6.56% 
8.84% 

Dollar of Revenue 
Less: GRT Tax 
Less: Bad Debts & Reg Assessments 
Less: BPU Assessment 
Less: DRC Assessment 
Revenue remaining after taxes, bad debts, and assessments 

(0.1376832) (per WR 17090985 As Filed) 
(0.0049000) (perWR17090985As Filed) 
(0.0023461) (per most recent assessment) 
(0.0005141) (per most recent assessment) 
$0.854557 

Revenue [Gross-up] Factor · $1.170197 i 
(F)- Revenue Requirement: 

Please note that the revenue requirement is limited by the DSIC-cap described above. For example if the Company's 
annual revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated 
as follows: · 

Total annual revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000 
The Company's revenue requirement in the above example can not be greater than $5,000,000 per y~ar. 

Monthly cost per 5/Bth Inch Meter - Typical Residential Customer -
DSIC Revenue as a% of total Water Revenue $695,547,570 
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NJAWC Proposed DSIC Assesment 2 

Total Proposed DSIC Additions (May 2019-0ct 2019) 
Less: Base Expenditures (May 2019-0ct 2019) 
Total Proposed DSIC Additions (Nov 2018-Apr 2019) 
Less: Base Expenditures (Nov 2018-Apr 2019) 
Eligible Investment (Qualified DSIC Additions to UPIS During DSIC Period) 
Less: Accum Depr 
Less: Deferred Tax 
Eligible Net Investment (net DSIC Additions to UPIS During DSIC Period) 
Times Pre-Tax ROR X 
Pre-Tax Return on Investment 
Add Depreciation 
Revenue Recovery 
Revenue Factor 
DSJC Revenue Requirement Recovery Amount - Annual 
DSIC Revenue Requirement Recovery Amount - Monthly 

102,806,313 
(20,019,927) 
138,018,000 

(8,000,000) 
212,804,386 (A) 

(1,812,648) (B) 
(612,309) (C) 

210,379,429 
8.84% (D) 

18,595,878 
3,263,168 

21,859,046 
1.170197 (E) 

25,579,399 (F) 
$2,131,617 I 

(A) - Includes 6-months actual DSIC eligible projects closed to UPIS during DSIC Period 

(B) - Accumulated Depreciation: 
DSIC Eligible projects closed to UPIS 
Composite Depreciation rate 
Depreciation Expense 
1/2 Year Convention (for first 6-months) 

(C) - Deferred Taxes: 
DSIC Eligible projects closed to UPIS 
MACRC rate for 1st Year Water Plant 
Tax Depreciation 1st Year 
Book Depreciation 
Tax Depr Greater than Book 
Deferred Taxes at 21 % 

(D) - Pre-Tax Rate of Return: 

Long Term Debt 
Common Equity 
Subtotal Return on Rate Base 

(E) - Revenue Factor: 

RATIOS 

46.00% 
54.00% 
100.00% 

1st 6-Months 
$130,018,000 

1.53% 
1,993,712 

$1,495,284 

1st 6-Months 
$130,018,000 

4.00% 
3,900,540 
1,495,284 
2.405,256 
$505,104 

COST 
RATE 

4.95% 
9.60% 

I 2nd 6-Months I 
82,786,386 

1.53% 
1,269,456 
$317,364 

I 2nd 6-Months I 
$82, 786,386 

4.00% 
827,864 
317,364 
510,500 

$107,205 

WEIGHTED AVG 
COST of CAPITAL 

2.28% 
5.18% 
7.46% 

$1.00000 

APPENDIX D 

Total I 
$212,804,386 

1.53% 
3,263,168 

$1,812,648 

Total 
$212,804,386 

I 
4.00% 

4,728.404 
1,812,648 . 
2,915,756 
$612,309 

Pre-Tax 
ROR 

2.28% 
6.56% 
8.84% 

Dollar of Revenue 
Less: GRT Tax 
Less: Bad Debts & Reg Assessments 
Less: BPU Assessment 
Less: DRC Assessment 

'-Revenue remaining after taxes, bad debts, and assessments 
Revenue [Gross-up] Factor 

(0.1376832) (per WR17090985 As Filed) 
(0.0049000) (per WR17090985 As Filed) 
(0.0023461) (per most recent assessment) 
(0.0005141) (per most recent assessment) 
$0.854557 
$1.170197 I 

(F)- Revenue Requirement: 
Please note that the revenue requirement is limited by the DSIC-cap described above. For example if the Company's 
annual revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated 
as follows: 

Total annual revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000 
The Company's revenue requirement in the above example can not be greater than $5,000,000 per year. 

Monthly cost per 5/Bth Inch Meter· Typical Residential Customer. 
DSIC Revenue as a% of total Water Revenue $695,547,570 

Page 2 of 7 

• 

I $2.481 
3.68' 



APPENDIXD 

NJAWC Proposed DSIC Assesment 3 

Total Proposed DSIC Additions (Nov 2019-Apr 2020) $ 104,312,000 
Proposed DSIC Additions Above Requirement (Nov 2019-Apr 2020) ....c.$_...;(e;9,c,4cc8.c.8,"0-'-11"-) 
Total Proposed DSIC Additions to Meet Cap Requirement (Nov 2019-Apr 2020) $ 94,823,989 
Less: Base Expenditures (Nov 2019-Apr 2020) (18,212,000) (G) 
Total Proposed DSIC Additions (May 2019-0ct 2019) 102,806,313 
Less: Base Expenditures (May 2019-0ct 2019) (20,019,927) 
Total Proposed DSIC Additions (Nov 2018-Apr 2019) 138,018,000 
Less: Base EXpenditures (Nov 2018-Apr 2019) (8,000,000) 
Eligible Investment (Qualified DSIC Additions to UPIS During DSIC Period) $ 289,416,375 (A) 
Less: Accum Depr (3,774,299) (B) 
Less: Deferred Tax (1,274,951) (C) 
Eligible Net Investment (net DSIC Additions to UPIS During DSIC Period) 284,367,126 
Times Pre-Tax ROR X · 8.84% (D) 
Pre-Tax Return on Investment 25,135,805 
Add Depreciation 4,583,436 
Revenue Recovery 29,719,241 
Revenue Factor 1.170197 (E) 
DSIC Revenue Requirement Recovery Amount - Annual 34,777,379 (F) 
DSIC Revenue Requirement Recovery Amount - Monthly $2,898, 115 I 
(A) - Includes 6-months actual DSIC eligible projects closed to UPIS during DSIC Period 

(B) - Accumulated Depreciation: 1st 6-Months 2nd 6-Months 3rd 6-Months 
DSIC Eligible projects closed to UPIS 
Composite Depreciation rate 
Depreciation Expense 
1/2 Year Co~vention (for first 6-months) 

(C) - Deferred Taxes: 
DSIC Eligible projects closed to UPIS 
MACRC rate for 1st Year Water Plant 
Tax Depreciation 1st Year 
Book Depreciation 
Tax Depr Greater than Book 
Deferred Taxes at 21 % 

(D) - Pre-Tax Rate of Return: 

Long Term Debt 
Common Equity 
Subtotal Return on Rate Base 

(E) - Revenue Factor: 

RATIOS 

46.00% 
54.00% 
100.00% 

130,018,000 
1.53% 

1,993,712 
$2,492,140 

1st 6-Months I 
$130,018,000 

4.00% 
6,500,900 
2,492,140 
4,008,760 
$841,840 

COST 
RATE 

4.95% 
9.60% 

82,786,386 $86,100,000 
1.53% 1.53% 

1,269,456 1,320,268 
$952,092 $330,067 

2nd 6-Months I 3rd 6-Months 
$82,786,386 $86,100,000 

4.00% 4.00% 
2,483,592 861,000 

952,092 330,067 
1,531,499 530,933 
$321,615 $111,496 

WEIGHTED AVG Pre-Tax 
COST of CAPITAL ROR 

2.28% 2.28% 
5.18% 6.56% 
7.46% 8.84% 

$1.000000 

I Total 
$298,904,386 

1.53% 
4,583,436 

$3,774,299 

I Total 
$298,904,386 

4.00% 
9,845,492 
3,774,299 
6,071,193 

$1,274,951 

Dollar of Revenue 
Less: GRT Tax 
Less: Bad Debts & Reg Assessments 
Less: BPU Assessment 
Less: DRC Assessment 
Revenue remaining after taxes, bad debts, and assessments 
Revenue [Gross-up] Factor 

(0.1376832) (per most recent base rate case) 
(0.0049000) (per most recent base rate case) 
(0.0023461) (per most recent assessment) 
(0.0005141) (per most recent assessment) 
$0.854557 
$1.1701971 

(F)- Revenue Requirement: 
Please note that the revenue requirement is limited by the DS1C-cap described above. For example if the Company's 
annual revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated 
as follows: 

Total annual revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000 
The Company's revenue requirement in the above example can not be greater than $5,000,000 per year. 

(G) - The DSIC spend will reach the cap in Assessment 3, however, Assessment 4 may be required to meet the annual base spend. 

Monthly cost per 518th Inch Meter • Typical Residential Customer • 
DSIC Revenue as a% of total Water Revenue $695,547,570 
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$3.371 
5.00% 

I 

I 



Base Spend 
Based on 2017 BPU Report 

A 

Depr per 
2017 BPU 

Report 
TD Mains Not Classified $4,597,321 
TD Mains 4in & Less 794,756 
TD Mains 6in to Sin 7,631,496 
TD Mains 10in to 16in 4,147,459 
TD Mains 18in & Grtr 2,116,411 
Subtotal - T&D Mains 343 19,287,444 
Services 345 8,832,182 
Hydrants 348 2,729,663 
Total 30,849,288 

Composite Depreciation Rate DSIC -
Based on WR17090985- Settlement 

TD Mains Not Classified 
TD Mains 4in & Less 
TD Mains 6in to Sin 
TD Mains 10in to 16in 
TD Mains 18in & Grtr 
Subtotal - T&D Mains 
Services 
Hydrants 
Total 

343 
345 
348 

Balance 

497,874,376 
44,223,231 

744,347,636 
480,558,516 
220,299,524 

1,987,303,283 
529,946,031 
144,462,515 

2,661,711,829 

.!! 

I Actual 
2017 

Taxable CIAC Amort 

(13,170) 
(89,031) 

{1,539) 
{103,739) 

Weight 
18.71% 

1.66% 
27.96% 
18.05% 
8.28% 

74.66% 
19.91% 
5.43% 

100.00% 
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~ Q A+D 

Actual Actual 
2017 2017 

NT CIAC Amort . CIACTotal 

{2,673,942) (2,687,112) 
(22,790) (111,821) 
(28,889) (30,428) 

(2,725,621) (2,829,361). 28,019,927 

l:>epr Weighted , Annual 
Rate Rate Depr 

0.80% 0.150% 3,982,995 
2.76% 0.046% 1,220,561 
1.64% 0.459% 12,207,301 
1.11% 0.200% 5,334,200 
1.26% 0.104% 2,775,774 

0.959% 25,520,831 
2.09% 0.416% 11,075,872 
2.92% 0.158% 4,218,305 

1.53% 40,815,008 



APPENDIXD 

Monthly DSIC Charge Based on Meter Size and % Increase (B) 
Meter 5/8" 
Size Equivalent (A) 0.50%1 1.00%1 1.50%1 2.00%1 3.00%1 4.00%1 5.00%1 

5/8 1.0 $ 0.34 $ 0.67 $ 1.01 $ 1.35 $ 2.02 $ 2.70 $ 3.37 
3/4 1.5 $ 0.51 $ 1.01 $ 1.52 $ 2.02 $ 3.04 $ 4.05 $ 5.06 
1 2.5 $ 0.84 $ 1.69 $ 2.53 $ 3.37 $ 5.06 $ 6.75 $ 8.43 

1-1/2 5.0 $ 1.69 $ 3.37 $ 5.06 $ 6.75 $ 10.12 $ 13.49 $ 16.87 
2 8.0 $ 2.70 $ 5.40 $ 8.10 $ 10.80 $ 16.19 $ 21.59 $ 26.99 
3 15.0. $ 5.06 $ 10.12 $ 15.18 $ 20.24 $ 30.36 $ 40.48 $ 50.60 
4 25.0 $ 8.43 $ 16.87 $ 25.30 $ 33.74 $ 50.60 $ 67.47 $ 84.34 
6 50.0 $ 16.87 $ 33.74 $ 50.60 $ 67.47 $ 101.21 $ 134.94 $ 168.68 
8 80.0 $ 26.99 $ 53.98 $ 80.96 $ 107.95 $ 161.93 $ 215.90 $ 269.88 

10 100.0 $ 33.74 $ 67.47 $ 101.21 $ 134.94 $ 202.41 $ 269.88 $ 337.35 
12 125.0 $ 42.17 $ 84.34 $ 126.51 $ 168.68 $ 253.01 $ 337.35 $ 421.69 
16 200.0 $ 67.47 $ 134.94 $ 202.41 $ 269.88 $ 404.82 $ 539.76 $ 674.70 

(A) Based on American Water Works Association ("AWWA") flow rates. A 5/8-inch meter is equivalent 
to one (l)unit, whereas a 1-in_ch meter is equivalent to 2.5 units based on the amount of water that 
will flow through the meter size. 
(B) Please note that the DSIC surcharge will be implemented on a monthly basis, after the approval 
of the Foundational Filing listing all of the projects; the completion of approved projects that are 
providing utility service to the customer; and the submission of the semi-annual filing documenting 
the completion, location, timing, and cost of the individual project. The maximum surcharge is 5.0%; 
however the surcharge will be implemented in semi-annual increments as the approved projects are 
placed in service. The Company may never reach the allowed maximum amount of 5.0%, and if it 
does, it will most likely take 24 - 36 months to do so. 
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APPENDIXD 

DSIC SURCHARGE BILL IMPACT 

tiEW JER1,i~Y-AMERl!;;:AN rt'6!1;R !:;QMPANY 

1:1:A1,il1,i E.QR AL!.,OCATINg METER CQll§ TQ CJ,11,iTQMER Cb!1,il;ilFICATIQtili 

GMS Resale Exemet Total 
Meter 5/8" Number Number Number Number 
Size Equivalent of Meters Weighting of Meters Weighting of Meters Weighting .. of Meters Weinhtlno 

518 1.0 547,801 547,801 1 1 16 14 547,818 547,816 
314 1.5 18,327 27,491 0 0 2 3 18,329 27,494 
1 2.5 44,030 110,075 2 5 4 9 44,036 110,089 

1·1/2 5.0 4,219 21,095 0 0 0 0 4,219 21,095 
2 8.0 12,154 97,232 3 24 8 55 12,165 97,311 
3 15.0. 939 14,085 4 60 3 39 946 14,184 
4 25.0 762 19,050 18 450 5 108- 785 19,608 
6 50.0 194 9,700 26 1,400 2 86 224 11,186 
8 80.0 65 5,200 13 1,040 6 414 84 6,654 
10 100.0 26 2,600 2 200 2 172 30 2,972 
12 125.0 4 500 0 0 0 0 4 500 
16 200.0 0 0 0 0 1 172 1 172 

Total 628 521 854.829 71 3180 49 1 072 628 641 859 081 

"Meter Count as of 9130/2017 
00Welghllng deducls Impact of GRAFT 

PRQQF QF REVENUE (Monthly Charge) 

Annual Revenue @ 5% cap 34,777,379 l•J 
Monthly Revenue 2,898,115 (b) 
Weighted No of Meters 859,081 /c) 
5/B"Meter Cherge 3.37 /d)•lbY/c) 

GMS Resale Exemet Total 
Meter 518" 
Size Equivalent Charge Charge x Meters Charge Charge x Meters Charge Charge x Meters 

518 1.0 $3.37 $1,848,010 $3.37 • 3 $2.91 • 47 $1,848,060 
314 1.5 5.06 92,739 5.06 4.36 9 $92,748 
1 2.5 8.43 371,339 8.43 17 7.27 29 $371,385 

1-112 5.0 16.87 71,184 16.87 14.55 $71,164 
2 8.0 26.99 328,013 26.99 81 23.27 186 $328,280 
3 15.0 50.60 47,516 50.60 202 43.64 131 $47,849 
4 25.0 84.34 64,265 84.34 1,518 72.73 364 $66,147 
6 50.0 168.68 32,723 168.68 4,723 145.45 291 · $37,737 
B 80.0 269.88 17,542 269.88 3,508 232.72 1,396 $22,447 
10 100.0 337.35 8,771 337.35 675 290.90 582 $10,028 
12 125.0 421.69 1,687 421.69 363.63 $1,687 
16 200.0 674.70 674.70 581.81 582 $582 

Total $2 883 769 $10728 $3616 $2 898113 -(a) Total Base Water Revenue. Settlement (Included PWAC) 695,547;570 

5%Cap $34,777,379 j 
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