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IN THE MATTER OF THE PETITION OF
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INTERIM RATES
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(SERVICE LIST ATTACHED)

BY THE BOARD:

The Valley Road Sewerage Company (Valley Road or Company) is a public utility of the State
of New Jersey subject to the jurisdiction of the Board of Public Utilities (Board). The Irelevant
portions of the long and complex procedural history of this matter are set forth below. Valley
Road provides sewerage treatment services to approximately 105 residential customers in the
Pottersville section of the Township of Tewksbury, Hunterdon County (Pottersville section or
Pottersville), pursuant to the authority granted by the Board. On October 6, 2006, Valley Road
filed a petition, pursuant to N.J.S.A. 48:2-21.1, seeking "emergent interim rate relief' in the
amount of $161,172 over then current revenues of $59,850, subject to refund. .By Board Order
dated May 15, 2007, the Board authorized an interim rate increase in the amount of $41,172 or
68.79% over current revenues of $59,850 to enable the Receiver to provide safe, adequate and
proper service for a six month period ending on November 8, 2007. This Order addresses an
extension of the interim rate relief request only.

BACKGROUND/PROCEDURAL HISTORY

By Order dated May 16, 1995, the Superior Court of New Jersey, Chancery Division, Somerset
County, in Docket No. SOM-C-12052-94, appointed Mr. Robert G. Goode, Esq., of the law firm
of Arturi, D'Argenio, Guaglardi & Meliti, LLP, to be the receiver of Valley Road (Receiver). On
March 3, 1998, in Docket No. WR92080461 , the Board established an annual sewer rate of
$570.00 for service, effective on and after April 1, 1998.

On March 14, 2002, by consent order, the Court authorized the Receiver to convey to
Hillsborough Township Municipal Utilities Authority (HTMUA) those utility assets of Valley Road
located in Hillsborough Township. State of New Jersey. Board of Public Utilities v. Valley Road
Seweraqe Company, Dkt. No. SOM-C-12052-94, (Ch. Div. 2002) (Consent Order). These
assets were conveyed to the HTMUA on or about April 1, 2002, in accordance with the Consent
Order.

By Order dated May 25, 2004, the Board approved a municipal consent granted by the
Township of Tewksbury (Tewksbury) to Applied Wastewater Management, Inc. (AWWM) ,



authorizing AWW'M to provide wastewater services to the Pottersville section
approved the acquisition of certain assets of Valley Road by AWWM. 1

The Board also

This transfer of the Tewksbury Assets to AWWM has not yet taken place and is not expected to
take place until the second quarter of 2008.

On October 6, 2006, Valley Road filed a petition, pursuant to N.J.S.A. 48:2-21.1, seeking
"emergent interim rate relief' in the amount of $161,172 over then current revenues of $59,850,
subject to refund. The proposed emergent rate relief would have increased the annual rate for
wastewater services per residential dwelling from the current rate of $570 per year to $2,105 per
year, an increase of $1,535 per year or 260%, payable quarterly in advance. The petition also
sought permanent rate relief in the same amount as that requested for interim rate relief.

On April 10, 2007, a public hearing was scheduled in the Valley Road service area at 6:30 pm,
at the Tewksbury Elementary School, 109 Fairmount Road, Tewksbury, New Jersey. This public
hearing was subsequently adjourned. A further public hearing was scheduled in this matter and
held on May 2, 2007, at the same location and time, and presided over by Legal Specialist
Joseph Quirolo, Esq. This public hearing was noticed by Tewksbury via individual notices to
each of the Valley Road Sewerage Company customers. Approximately 35 people attended the
hearing. The majority of the customers who spoke at the hearing spoke in opposition of Valley
Road's proposed emergent interim rate relief. Several customers alleged that not all of the
people who were connected to Valley Road's system were being billed by the Company. Other
customers had issues with the way that the Company was being managed by the Receiver;
their complaints included, but were not limited to, delays in receiving bills, inaccurate bills and
raw sewerage spills. Several customers requested that the proposed rate increase be delayed
until the proposed sale of Valley Road was completed.

Based on its review of the filing and supporting documents, the Board believed that revenues
sufficient to pay for (1) the licensed operator, (2) sludge removal as needed, (3) utilities,
(4) chemicals and (5) billing, collection and customer service, were warranted. Basic Board
elements require the safe, adequate and proper provision of utility service, and each of these
elements are necessary to satisfy the mandate of N.J.S.A 48:2-23.

By Board Order dated May 15, 2007, the Board authorized an interim rate increase in the
amount of $41,172 or 68.79% over current revenues of $59,850. The Board, in its May 15,
2007, Order believed it was not necessary to provide rate relief for an entire year and granted
Valley Road interim rate relief sufficient to enable the Receiver to provide safe, adequate and
proper service for a six month period from the May 15, 2007 Board Order to November 8, 2007.
In the event that the transfer of the Tewksbury assets to AWWM does not take place by
November 8, 2007 the Board ordered the Receiver to resubmit actual cost information to the
Board to support continuation of the interim rate relief.

On October 12, 2007, in compliance with the Board's May 15, 2007 Order, and with respect to
the request to continue the interim rate relief, the Receiver submitted documentation of actual

1

Jerse .2 Ac uisition of Certain Assets of the Valle Road Sewera e Com an. Located within the
Proposed Service Area: (3) For Approval of an Increase in Rates for Service charaed to Customers

Service, BPU Docket No. WE031 00807 (May 25,2004).
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costs in support of the request to continue interim rates. Staff has reviewed the documentation,
finds that it complies with the Board's May 15, 2007 Order and supports continuation of the
interim rates. Accordingly, Staff recommends that interim rates be continued for an additional
six months from November 8, 2007 to May 8, 2008.

Negotiations regarding the transfer of the Tewksbury assets to AWWM continue and in light of
these ongoing negotiations and the desire of the Board to see this matter resolved the Board
HEREBY EXTENDS the interim rate relief for an additional six month period to May 8, 2008.
The extension of the interim rate relief will allow Valley Road to continue to pay for the licensed
operator, as well as, other required expenses associated with the operations of the wastewater
treatment plant. This interim rate relief is needed so that Valley Road can continue to provide
safe, adequate and proper wastewater service.

By letter dated October 5, 2007, the Division of Rate Counsel filed comments which did not
oppose the extension of the interim rates approved by the Board in its May 15, 2007 Order.

This Order granting the extension of the interim rates to Valley Road is conditioned upon the
continuation of the terms and conditions embodied in its May 15, 2007 Order, accordingly the
Board further ORDERS that, by reference, all terms and conditions expressed in its
May 15, 2007 Order are also made a part of this Order.

BOARD OF PUBLIC UTiliTIES
BY:
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~E ~~ 'F~ '

PRESIDENT
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rREDERICK F. BIJTLER
COMMISSIONER
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C::~~~:~~=::::::=:::~~i~ 2-~"""/ ..-

CHRISTINE V. BATOR
COMMfse~reRIFY that the within

document is a true copy of the original
in the files of tI,e Board of PublicUtilities II'" -ATTEST: l~h/1~---

KRISTllZZOa D~
SECRETARY

-
()
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The effective date of this Order is as dated below:
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JON S. CORZINE
~mo,.

October 5, 2007

RONALD K.. CHEN
PubttcAdvoc:atB

STEF ANIE A BRAND, ESQ-
DlI'ector

~ HAND DELfVE!lY
Honorable l<risti IZzo, Secretary
Board of Public Utilities
Two Gate\vay Center
Newark, New JeJ-sey 07102

RE:

In the Matter of the Petition of Valley Road Sewerage
Company Seeking an Increase in its Rates for Sewerage
Service and Other Relief
ORDER OF EXTENSION
BPU Dock~t No.: WR92080846J

Dear Secretary Izzo:

Please accept for filing an original and ten copies of Division of Rate Counsel's

('<Rate Counsel") CO:InnlentS regarding the above referenced ~tteT. Enclosed is one

additioDal copy, please date stamp the copy as "filed" and retlJrn it to the courier. Thank

you for your consideration and attention in this :matter.

Back2Tound and Recommendation

On May 15.,. 2007, the Board of Public Utilities ("BPU" or "Board") issued an

Order adopring interim rates for Valley Road Sewerage Company ("VRS") jn coDnection

with the above referenced docket (the "Order"). Pursuant to the Order, the interim fates

set for VRS will expire on November 8, 2007 unless an Order of Extension is issued by

By way of background, on October 6, 2006) VRS filed a Petition seekingthe Board.

Tel: (973) 648-2690 .Fax: (973) 624-1047 .Fax: (973) 648-2193
!!~ j!w\vw ~'itate.ni.l1s/puhDcadvj)cate/utilitv E-!'1ml: .n iJ1lte\')awr~a.state.ni.1!S

N£lV Jersey Is All Equal OpportWliry Employer' Printed on Recycled Paper and Recyclabli!

DEPART:Il.reNT OF THE PUBLIC ADVOCA'IE
DIVISION OF RATE COUNSEL

31 a..n-rrON STREET, 11m}).,
P. O. Bcrx 46005

NEw~ NEW JERsEY 07101
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eIDergent interim rate relioef that resulted in the Board's Oder. Rate Counsel filed

comment letters dated October 26) 2006 and May 3) 2007 \\ith the BPU in response to

the VRS. Petition. I. The Board has previously approved the transfer of the assets of VRS

to Applied Wastewater Management, Inc. ("A WWM") and this transfer is anticipated to

occur -in 2007.2 The system is presently being operated by Hatch Mort MacDonald

Operating Services of Mill bum, New .Tersey at the direction of the Receiver. The parties

to the transfer of the VRS assets are continuing to finalize the documents for the

necessary transactions and approvals

...\5 stated m our May 3, 2007 comment letter, Rate Counsel was not opposed to

approval of an iDterin1 rate increase in the amount of $392.11 per customer per year,

resulting in a revised annual rate of$962.11 per customer per year. The Board approved

this level of interim relief in its May 15, 2007 Order. An Order of Extension of the

interim rates is necessary to allow VRS to continue to provide safe and adequate s~ice

until the transfer of the assets of VRS to A WWM is completed. Rate Counsel is not

opposed to an Order of Extension subject to the conditions set forth in the Board's May

15,2007 Order and the recommendations stated below.

Rate Counsel continues to support the acquisition of the VRS System by A WWM

as being in the public interest. Accordingly, Rate Counsel recommends that any order of

extensjon of the interim rates approved in the May 15. 2007 Board Order contain the

following language:

1. Tros Order shall not be construed as dj.rectly or indirectly fixing for any
pUl1Joses whatsoever any level of expense or income sub.iect to further review
in a permanent rate relief proceeding.

I A copy orbach the October 26, 2006 and May 3, 2007 letters arc attached hereto.
1. Count One, Paragraph 5 of the Petition.

2
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2.

ratemaking tteatinent.

dated May 15,2007.

Respectfully Submitted.

RONALD K. CHEN
NEW JE~SEY PUBLIC ADVOCATE

Stephanie A. Brand, Esq.
Director. Rate Counsel

By:

SM:iaa
Artacbroents

c: President Jeanne M. Fox (via hand delivery)
Commissioner Frederick F. Butler (via hand delivery)
Commissioner Joseph L. Fiordaliso (via hand delivery)
Comroissjoner Christine V. Bator (via hand delivery)

Service List
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JON S. CORZINE
G<7vQ7/0r RONALD K. CHEN

Public Advocate

SEEMA M. small, ESQ.
Director

October 26, 2006

Jt1A lL4ND DELIJ/ERY--~ 0;

Kristi Izzo, Secretary
State of New Jersey, Board of Public Utilities
TWo Gateway Center
Newark, New Jersey 07102

Re: Petition of ValJey Road Sewerage Company
Motion for E.mergent Rate Relief and Petltion for an Increase in Rates
BPU Docket No. WR92080846J

Dear Secretary Izzo:

Please accept for filing an original and eleven copies of the Division of Rate

Ple8S"eCounsel's ("Rate Counsel)') COmrnetlts regarding the above referenced matter.

date stamp the additioDal copy as "filed" and re.turn it in the enclosed, self-addressed,

stamped envelope. Thank you for your consideration and attention to this matter.

Valley Road Sewerage Company ("Valley Road") is currently under the control

of a court-appointed Receiver. On October 6. 2006. the Receiyer filed a Motion for

Emergent Rate Relief and Request for an Increase in Pennanent Rates. The Receiver "is

requesting a total revenue increase of $161,172, fi'om $59,850 in annual revenues to

$221,022. The Receiver is requesting an increase in annual rates from $570 per customer

to $2,105, an increase of approximately 270%. Approximately $120,000 of the

requested revenue requirement relates to legal fees and fees to the Receiver.
Tel: (973) 648-2690 .Fax: (973) 624-1041 .Fax: (973) 64&-2193

bttD://www.~a.~te~us E-Mail: uirm.DaVeJ~aStBte.nj.us
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In light of the emergent status of this rate" request, Rate Counsel will not object to

Board approval of an interim rate increase of $41,172. from $59,850 to $101,022 in

annual revenues. This rate increase reflects all components of the requested revenue

requirement except for the legal fees and fees to the Receiver of $120,000. It is Rate

Counsel's understanding that an emergent; interim, rate increase of $41,172 is also

supported by Board Staff. Rate Counsel is a party to the negotiations that ,viII result in

the transfer of the assets of Valley Road Sewer to Applied Wastewater Management.

The transfer of assets is expected to be .completed by February 1, 2007.

Thus. Rate Counsel will not oppose the increase from $59,850 to $101.022, if it is

With these caveats. Rateinterim and subject to refund to ratepayers with iDterest.

Counsel is not opposed to approval of the Petition.

Respectfully submitted,

RONA;[.D K. CHEN,
~1EW JERSEY PUBLIC ADVOCATE

By: ~- ~-- --

Susan E. McClure
Assistant Deputy Public Advocate

SEM:iaa

c: Jeanne M. Fox, President (via hand delivery)
Frederick F. Butler, Commissioner (via hClnddelivery)
Connje O. Hughes, Commissioner (via hand delivery)
Joseph L. Fjordaliso, Commissioner (via hand delivery)
Christine V. Bator, Commissioner (via hand delivery)
Service List via hand delivery or regular mClil

Seema M. Singh,
Director, "Rate Counsel

".,



RATEPAYER ADVOCATE
Fax:9736482193 Oct 5 2007 10:25 P.08

I/M/O Petition of Valley Road

Se,,'erage Company
.BPU Docket No. WR92080846J

SERVIC~LI§T
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JON S. CORZINE
Gcwmo,. RONALD K. CHEN

Public Advocate

Kn.£B~y HOLME:S
Actl'lig Dir.ector

May 3. 2007

ru HAND DELIVERY
Honorable Kristi Izzo. Secretary
Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Re:

IIMJO the Petition of Valley Road Se,verage Company
Seeking an Increase in its Rates For Sewerage
Service and Other Relief
BPU Docket No.; 'VR92080846J

Dear Secretary Izzo:

Please accept for filing an original and ten copies of Division t:>f Rate Counsel's C'Rate

Counsel") comments regarding the above referenced matter. Enclosed is one additional copy,

please date stamp ~e copy as "filed" and return it to the courier. Thank you for .your

consideration and attentiOll in this matter.

~a!?;k2!.ound

On October 6, 2006, Valley Road Sewerage Company ("VRS") filed a Petition see~

TheEmergent Rate Relie~ and further requested that such rate r~lief be made pemlanex;t.

Company's Petition demonstrated that the current operating expenses of VRS system greatly

The CWTent rates were last set by the Board in Docket No.exceed present rate revenues.

WR92080461 and took effect on Apri11~ 1998.

Tel: (973) 648-2690 .Fax: (973) 624-1047 .Fax: (973) 648-2193
htm://wW\v.ma.s~ B-Msjl: lIi~e~a~{tI8-statc.ni_us

J",..rSl.'[s An Equl1l Oppor11l7lity Employer' PrInted on Re(:ycled Paper and RecYclable

DEP AR~T OF 11lE PUBLIC ADVOCA TB
DIVISION OF RATE CoUNSEL
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NEW ARIC, NE\V JE.t!.Sl"Y 07101
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VR..~ is a public utility that provides sewage collection, treatment and disposal service to

approximately .105 customers.l VRS is in receivership! The Board has approved the transfer of

the assets of VRS to Applied Wastewater Management, Inc. ('4 A WWM") and this transfer is

anticipated in 2bo1.3 The system is presently being. operated by Hatch Mott MacDonald -

Operating Services of Mill burn. New Jersey at the direction of the Receiver.

A-n-alysis

The franchise area consists of 75 single-family residences, 29 townho.use or

condominium units, and one commercial estab1.ishment.4 The request for emergent rate relief

documents the current operating expenses of the VRS system and these expenses greatly exceed

present rate revenues for 105 active customer connections. VRS haS not been able to pay these

operating expenses .and in fact, payments to Hatcb Mott MacDonald Operating Services a~e over

$30.000 in arrears.s The plant has contiDued to deteriorate as a result of a lack of adequate

maintenance and repair while the wastewater collection system has experienced blockages and

overflows.

ll1e Petition seeks to recover annual revenues in the amount of $221 ,022 by raising rates

to $2,105 per customer per ye,ar from $570 per customer per year. The proposed annual charge

is predicated on a summation of current operating expenses including $120,000 of legal apd

.~ 6receIver Lees.

These fees should not be included in the emergeDt rate relief but should be left for more

detailed analysis and re,1jew in the permanent rate proceeding.

~ Respon1e to S-BC&l in Docket No. WE03100807 states the number of customers is 105, although dlning the
hearing on [bat matter the Company indicated that thcre wcte 103 customers. See Transcript, page 8, lines 11-12.
The Pctition in thc CUlTent mattcr again rodicates 105 customcrs in i~ opening paragraph on page 1.

2 Count One, Paragraph,} of the Petition.
3 Count O~, Paragraph 5 of the Pctition.
4 Response to S-BCE-l in Docket No. WEO3100807.
S Lctter from T. L. Patterson to R G. Goode) Esq., dated 13 FebfUaIY 2007.
6 Pctition. Schedule A.

2
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The Petition bases present rate revenues on 105 customers at a rate of $570 per year,

l11erefore, the rev~ue shortfall amount thatwhich amounts to $59,850 per year in revenues.

should be considered with respect to emergent r~te relief is $41 j 172. An interim rate increase of

$392.1 I per customer per year, subject to r~fund pending the outcome oftbe proceedings related

to penrianent rate relief, would provide" sufficient revenues to offset the operating expense"

This would result in a revised rate of $962.1.1. per customer pershortfall. of the VRS system.

year.

Recommendation

Rate Counsel has reviewed the Petition, conducted a site inspection and concurs with "the

financial analysis proVided through a BPU field audit. Rate Counsel has conf1m1ed the operating

expense shortfall and is not opposed to ~pptoval of an Emergent Rate Relief increase in th~

~ount of $392.11 per customer per year, resulting in a revised annuaJ rate of $962.11 per

customer per year. Final consideration of the actual operating expenses a1ld legal/receiver fees

should be held pending the consideration of the Petition for pennanent rate relief and the trausfer

of assets to Applied Wastewater Management.

The VRS S)'5tern needs .significant upgrades in order to come into compliance with

The current o\vners of the system have not demonstrated an ability toNillEP requirements.

Rate Counseloperate the wastewater system in. a safe and adequate manner in the future.

continue.s to support the acquisition of the VRS System by A WWM as beillg in the public

Accordingly, Rate Counsel recommends that any Board Order approving Emergentinterest.

Rate relief as requested in the Petition contain the following language:

This Order shall not be constroed as directly or indirectly fixing for any purposes
wbatsQever any level of expense or income subject to further review in a permanent

rate relief proceediDg.

1

This Order'shall not affect nor in any way1iriiit the exercise of the authority of this
Board or of this State, in any future Petition or ill any proceedings with respect to

2,

3
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rates, franchises, service, financing, acCOW:ltirig, capitalization, depreciation~ or in any
other matter affecting the Company.

These provisions will satisfy the concerns of Rate Counsel that BPU approval is limited

to the Emergent Rate Relief Petition, and should not indicate auth~rization to include any

specific assets or amounts in rate base, or indicate authorization for any other ratemaking

With these caveats, Rate Counsel is not opposed to approval. of the Petition astreatment.

modified above.

Respectfully Submitted.

RONALD K. CHEN, ESQ.
PUBLIC ADVOCATE OF NEW JERSEY

KimberlyHo1mes~ Esq.
Acting Director, "Division of Rate Counsel

(~~.-"" ~By:
Susan McClure) Esq.
Asst. Deputy Pu,blic Advocate

SM:iaa

c:

President Jeanne M. Fox (via hand delivelY)
Con1mission~ Frederick F. Butler (via hand delivery)
CornWssioner Connie O. Hughes (via hand deliveryl)
Commissioner Joseph L. Piordaliso (via hand delivery)
Commissioner Jack Alter (via hand delivery)
CoIl)1nission~J: Christine V. Bator (via hand delivery)
Service List (via regular mail)
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