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BY trHE BOARD:

On November 13, 2007, the Atlantic City Sewerage Company, (ACSC or Company), a public
utili y of the State of New Jersey, subject to the jurisdiction of the Board of Public Utilities
(Bo rd) filed a petition pursuant to N.J.S.A. 48:2-21 and N.J.A.C. 14:1-5.12, proposing to
cha ge the level of its Purchased Sewerage Treatment A~jjustment Clause ("PST AC") and for
approval of an inc;rease in its base tariff rates (the Volumetric Treatment Charge and Fixed

Ch rges).

AC C operates a :sewage collection and transmission systE~m 'within its defined service territory,
con isting of the (:;ity of Atlantic City, (Atlantic City) New Jersey serving approximately 7,500
cus omers. ACSC does not treat any of the sewage it collec:ts. Instead, all of the sewerage
coil cted by the ACSC is transmitted to and then trea'ted by the Atlantic County Utilities

Aut ority (ACUA).

AC C does not meter sewerage flows. ACSC bills its customers on the basis of water entering
a c stomer's premise. ACSC is furnished data regarding 'water entering a customer's premise
by he Atlantic City Municipal Utilities Authority (ACM U/\) , the entity providing water within
At! ntic City. Each year, ACSC bills its customers (other than certain large volume customers)
bas d on water consumption during the prior year.



Peti ioner's PST AC rate is implemented through the use of its Volumetric Treatment Charge. In
this petition, the Company sought to decrease its Volumetriic Treatment Charge from its current
lev I of $19.912 per thousand cubic feet (Mcf) of metered ~'aterJ to a rate of $19.732 per Mcf of
met red water, prior to compression. By the petition filed irl this proceeding, ACSC also sought
aut orization to increase its rate to produce total pro forma operating revenues in the amount of
$20 267,908. Based upon Petitioner's books and prospective operating revenues for the twelve
mo th period ending December 31, 2007, the rates proposed in this petition was designed to
yiel additional proforma operating revenues in the amount of $2,737,038 or 15.6%.

Aft r extensive settlement discussions among the Company, Rate Counsel (RPA) and Board
Sta (Staff), (the Parties) an overall increase of base rate revenues in the amount of $1,200,000
ove current base rate revenues, was agreed upon (the Stipulation or Settlement). After giving
the tfect to the annualized rate reduction through the PSTAC in the amount of $165,905 and a
vol metric treatment charge rate, prior to compression of ~p19.546 per mcf1, and the base rate
incr ase of $1,200,000, the result is a net increase in overall revenues in the amount of
$1, 34,095, which represents a 5.86% increase above total current revenues of $17,660,377.

Th refore, the $1,034,095 is a net increase.

PR~CEDURAL HISTORY

On November~9..2007, this matter was transferred to the! Office of Administrative Law (OAL)
wh re it was assigned to Administrative Law Judge (ALJ) W. Todd Miller. Petitioner proposed
tha the rate schedules and tariff revisions would be effec;tive as of December 14, 2007. On
No ember 28, 2007, the Board suspended these rates until April 14, 2008. On March 19, 2008,
the Board further suspended these rates until August 14, 2008, unless the Board prior to that
dat makes a determination disposing of said petition. A IPublic hearing was held on March 5,
20 8, presided over by ALJ Miller, within the Petitioner's ~)ervice territory of Atlantic City, New

Jer ey. No members of the public appeared at the hearing"

su~sequent to the public hearing and prior to evidentiary hearings, the Parties engaged in
set lement negotiations. As a result of the settlement negotiations, the Parties reached a
set lement on all issues pertaining to the PST AC and !base rate case and entered into a
Sti ulation. There were no interveners in this case. (Stipulation or Settlement).

AL~ Miller issued his Initial Decision on May 1, 2008, recomml9nding adoption of the Stipulation
ex cuted by the Parties, finding that the Parties had voluntarily agreed to the Settlement and
tha the Settlement fully disposes of all issues and is consisitent with the law.

1 T e volumetric treatment charge rate of $19.546 per Mcf assumes an implementation date of May 8,
200 .If a Board Order is effective as of May 8, 2008, it means that the 2008 PST AC will only be
rec vered over 238 days rather than 366 days. As a result, the F)ST AC charge for 2008 will be
co pressed to a charge of $19.349 per Mcf from the current PSl-AC charge of $19.912 per Mcf as

po rayed in Exhibit A attached to the Stipulation.

2 BPU Docket No. WR0711 0866
GAL Docket No. PUC10300-2007S



STI~ULATION

ThelSettlement discussions, herein, address the Base Rate proceeding and the PST AG.
mor~ fully set forth in the attached Stipulation2, the Parties 8lgree to the following:

As

BA~E RATES

The test year utilized for the purposes of this Stipulation is the twelve-month period
ended December 31, 2007 I adjusted for kno'wn and measurable changes. The
Parties stipulate to a base rate increase of $1,200,000. The stipulated capital
structure of the Company, as demonstrated in Exhibit B, is comprised of 2.05%
debt with a cost rate of 5.09% and a ratio of 40.27%, and 5.97% equity with a cost
rate of 10.00% and a ratio of 59.73%. The Par1ies hereto further stipulate to a rate
base of $22,950,650 and that rates in this pro(;eeding have been designed to yield
an annual return to ACSC of 10.00% on common equity and an overall return of
8.0225% on rate base. (Settlement Paragraph 14 and Exhibit C).

1

Attached hereto as Exhibit C is a Schedule of Stipulated Rate Relief,
demonstrating that the stipulated rates will pfoduce a total revenue increase of
$1,034,095, (including the base rate and P~jTAC revenues). Also attached as
Exhibit 0 are the Tariff sheets necessary to produce the stipulated pro forma
annual operating revenues. The Tariff will re1:lec1: revisions to the customer rights
portion of the Tariff consistent with Board policy. The Parties to this Stipulation
agree that the Tariff sheets constituting Exhibit 0, should be replaced and
substituted for the existing Tariff sheets. Tlhe Parties to this Stipulation agree
further that the Tariff sheets constituting Exhibit 0 should be accepted by the
Board, and made effective as of May 8, 2008, or as soon thereafter as the Board

may act. (Settlement Paragraph 15).

2.

After giving effect to the annualized rate increase through the PST AC and the base
rate increase, the result is a net increase in overall revenues in the amount of
$1,034,095, which represents a 5.86% increc~se above total current revenues of
$17,660,377. This is the level sufficient to allow the Company to continue to
provide safe, adequate and proper servic:e to its customers. (Settlement

Paragraph 16).

3

Under the terms of this Stipulation, the actual impact on customers will depend
upon the meter size utilized by the customer!). J~ttached hereto as Exhibit E is a
schedule demonstrating the net effect of this Stipulation on each of ACSC's

customer classes. (Settlement Paragraph 17).

4.

2 Cited paragraphs referenced are in the settlement documents. This is only a summary, the full
settlement document controls, subject to the Board's findings and conclusions contained herein.
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E.§.t8Q
After adjusting the ACUA 2008 budget amount of $8,831,423 by a decrease of
$264,944 to reflect the credit from the ACUA for the year 2007, the amount to be
recovered through the PSTAC is $8,566,479. This amount has been further
adjusted by the projected costs (after true-up for the costs of last year's
proceeding) of $603,889; as well as a $125,106 o\fer-collection adjustment in 2007,
and a $183,905 over-collection adjustment, including interest, in 2006, to reflect a
total amount to be recovered through the FISTAC of $8,861,357. This is the
amount to be recovered in 2008 through the \/olumetric Treatment Charge, which
is the rate through which the PSTAC is affected. When this amount is divided by
the projected 2008 flows of 453,458 Mcf, jthe resulting PSTAC rate, prior to
compression is $19.546 per Mcf.

5,

Thdrefore, based upon the foregoing, the Parties stipulate to a PST AC revenue decrease of

$16~,906. (Settlement Paragraph 10).

The Volumetric Treatment Charge of $19.546 assumes an implementation date of
May 8, 2008. If a Board Order is effective as of May 8, 2008, it means that the
2008 PST AC will only be recovered over 238 days, rather than 366 days. As a
result, the PSTAC charge for 2008 will be compressed to a charge of $19.349 per
Mc(frpm thecurL~n~pS.TAC charge of~1~91~ pe~M~~!_p_~rtrayed in Exhibit A.
This represents a decrease of $0.563 per Mcf. If the Board -should act on this
matter after May 8, 2008, the charge may, if deemed necessary by the Parties, be
further compressed in order to recover th,e appropriate amount. (Settlement

Paragraph 11).

6.

7, ACSC shall account for net cumulative over-recoveries and under-recoveries
resulting from the PSTAC. These over-recoveries or under-recoveries will be
charged or credited to the PST AC in subsequerlt PST AC proceedings. The net
monthly cumulative over-recoveries and under-rl3coveries shall be calculated for
each month, utilizing an average balance for each month. Interest on net
cumulative monthly over-recoveries shall be c:redited to the PSTAC at an interest
rate equal to the return on rate base of 7.57%, established in ACSC's last base
rate proceeding, BPU Docket No. WRO4091 0164, pursuant to N.J.A.C. 14:9-8.3(c)
and N.J.A.C. 14:3-13.3 and will remain applicatlle until the Board approves this
Stipulation and new return on rate base of :B.O~~25%. Similarly, interest on net
monthly under-recoveries shall be charged against the PSTAC.

As a result of the Stipulation, the return on rate base utilized in these proceedings
shall become the interest rate on net monthly cumulative over-recoveries or under-
recoveries, on a prospective basis. If, as of December 31, 2008, interest shall be
due the PSTAC, such interest shall be credite~d to the PSTAC. If as of December
31, 2008, interest shall be chargeable agaim;t the PSTAC, said interest shall be
eliminated through appropriate accounting entries. (Settlement Paragraph 12).
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RE~L ESTATE TAX DEFERRAL

The Parties have stipulated to a level of real e~5tate tax expense of $428,771 for the
test year. This level of real estate tax expensE~ is in recognition of the recent
reassessment conducted by Atlantic City. On March 3, 2008, Atlantic City, notified
the Company that it had reassessed the values 'for certain of the Company's real
property used in the provision of utility sE~rvice to its customers. The new
reassessed values of such properties total $177,417,700 which is an increase of
$168,427,000 or 1873.35% above the Connpany's current assessed value of
$8,990,700. The precise level of ACSC's real estate tax expense for the fiscal year
beginning in 20093 has not yet been determined. However, the Parties
acknowledge if the full reassessed tax valuation is applied, the resulting tax
expense may impair or significantly affect the Company's ability to provide safe,
adequate and proper utility service. At this time, the Parties are unsure of the
effect that will result, if any, from Atlantic Cit~,'s tax reassessment. In light of the
potential for a detrimental effect on the Company's ability to provide safe, adequate
and proper utility service, the Parties agree that:

8.

The Company will notify the Parties of the actual tax liability and date of
payments due to the City of Atlantic City as a result of the tax reassessment.

a.

b. The Company will take all prudent and reasonable measures to mitigate the
affect of any tax reassessment.
After the Company has exhausted all reasonable and prudent mitigation
measures, the Company will advise the Parties of the results and affect on its
tax reassessment.

c.

Once the Company is aware of its tax ratE~ for fiscal year 2009, the Parties will
meet to determine if filing a petition by thE~ Company for authority to defer any
increase to its tax expense is appropriate.

d.

If no agreement is reached by the Parti'8s, regarding the filing of a petition
seeking authority to defer any tax experlse, then the Parties agree that the
Company may file a petition for whate'/er treatment the Company deems
appropriate for increases to its tax ex~)ense, including but not limited to,
deferral thereof on its books and the creation of a regulatory asset, for later
recognition in a rate case. However, that filing would be made without any
prejudice to the rights of any party to advocate any position that party deems

appropriate.

e.

Notwithstanding the above, the Parties agree that they will not contest such
position on the grounds that the deferral should commence for a period of time
beginning after the first day of the 2009 fiscal :vear. (Settlement Paragraph 18).

9.

3T~e fiscal year 2009 begins on July 1, 2008.
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DISICUSSIONS AND FINDINGS

As result of the stipulation, a residential customers with a 5/8" meter using 77,000 gallons of
wat r per year, will see a wastewater bill increase from $426.26 per year to $451.26 per year,
an i crease of $25.00 per year ($12.50 semi-annually), which is a net 5.86% overall increase as
a r suit of the base rate proceeding and PST AG. The actual impact on customers will depend
on pan the meter size utilized by the customers.

Th Board, having reviewed ALJ Miller's Initial Decision and the Stipulation among the Parties
to t is proceeding, HEREBY FINDS that the Initial Decision and Stipulation are reasonable, in
the public interest and in accordance with the law. The Parties have voluntarily agreed to the
Sti uJation and that the Stipulation fully disposes of all issues in this proceeding and is
con istent with the law.

Th~ Board HEREBY ADOPTS the ALJ's Initial Decisioln which adopts the Stipulation of
Set lement, attached hereto, as its own, incorporating by reference the terms and conditions as
if fu Iy set forth at length herein, subject to the following:

BA~E RATES

The test year utilized for the purposes of this Stipulation shall be the twelve-month
period ended December 31, 2007, adjusted for knlown and measurable changes. The
base rate increase shall be $1,200,000.

a.

The capital structure of the Company shall be comprised of 2.05% debt with a cost
rate of 5.09% and a ratio of 40.27%, and 5.97% equity with a cost rate of 10.00% and
ratio of 59.73%. The rate base shall be set at $22,950,650 and that rates in this
proceeding shall be designed to yield an annual return to the Company of 10.00% on
common equity and an overall return of 8.0225%.

The stipulated rates shall produce a total net revenue increase in the amount of
$1,034,095. The tariff sheets shall produce the stipulated pro-forma annual operating
revenues. The tariff shall reflect revisions to the customer rights portion of the tariff
consistent with Board policy. The tariff sheets constituting Exhibit 0 shall be replaced
and substituted for the existing tariff sheets.

b.

After giving effect to the annualized rate increasle through the PSTAC and the base
rate increase, the result shall be a net overall revenue requirement increase of
$1,034,095, which represents a 5.86% increase above total current revenues of
$17,660,377. This level is sufficient to allow the Company to continue to provide safe,
adequate and proper service to its customers.

c,

The actual impact on customers shall depend IJpOn the meter size utilized by the

customer.
d.
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e§~
After adjusting the ACUA 2008 budget amount of $8,831,423 by a decrease of
$264,944 to reflect the credit from the ACUA for the year 2007, the amount to be
recovered through the PSTAC shall be $8,566,'479. This amount shall be further
adjusted by the projected costs (after true-up for the costs of last year's proceeding) of
$603,889; as well as a $125,106 over-collection adjustment in 2007, and a $183,905
over-collection adjustment in 2006, to reflect a total amount to be recovered through
the PSTAC of $8,861,357. This amount shall be recovered in 2008 through the
Volumetric Treatment Charge, which is the rate through which the PST AC shall be
affected. When this amount is divided by the projected 2008 flows of 453,458 Mcf, the
resulting PSTAC rate, prior to compression, shall be $19.546 per Mcf. Based upon the
foregoing, the PSTAC revenue shall decrease by $165,906.

e.

The Volumetric Treatment Charge of $19.546 shall be as of the effective date of this
Order. As a result, the PSTAC charge for 2008 shall be compressed to a charge of
$19.349 per Mcf from the current PSTAC charge of $19.912 per Mcf. This represents
a decrease of $0.563 per Mcf.

f.

ACSC shall account for net cumulative over-reco'J'eries and under-recoveries resulting
from the PSTAC. These over-recoveries or under-recoveries shall be charged or
credited to the PSTAC in subsequent PSTA(~ proceedings. The net monthly
cumulative over-recoveries and under-recoveries shall be calculated for each month,
utilizing an average balance for each month. Intelrest on net cumulative monthly over-
recoveries shall be credited to the PST AC at an in'terest rate equal to the return on rate
base of 7.57%, established in ACSC's last base rate proceeding, BPU Docket No.
WR04091 064, pursuant to N.J.A.C. 14:9-8.3(c) and N.J.A.C. 14:3-13.3 and will remain
applicable until the Board approves this Stipulation and new return on rate base of

8.0225%.

g.

Similarly, interest on net monthly under-recoveries shall be! charged against the PSTAC. As a
res It of this Stipulation, the return on rate base utilized in these proceedings shall become the
inte est rate on net monthly cumulative over-recoveries or' under-recoveries, on a prospective
bas s. If, as of December 31, 2008, interest is due on the I=>ST AC, such interest in fact shall be
cre ited to the PSTAC. If as of December 31,2008, interest is chargeable against the PSTAC,
sai interest is to be eliminated through appropriate accounting entries.

RE~L ESTATE TAX DEFERRAL

h. A level of real estate tax expense of $428, 771 ~shall be recoverable in rates in this
proceeding. This is the level of real estate tax exp'ense that shall be recognized in
rates. Due to the recent reassessment that is expected to be conducted by the City of
Atlantic City, the Company shall notify this Board \o\/hen and if the Company is to be
reassessed for the values of certain of the Company's utility property used in the
provision of utility service to its customers. If the full reassessed tax valuation is
applied, and if the resulting tax expense is likely to impair or significantly affect the
Company's ability to provide safe, adequate and proper utility service, the Company

shall:

Notify the Parties of the actual tax liability and date of payment due to the City
of Atlantic City as a result of the tax reassessment.

1
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2.

3.

4.

Take all prudent and reasonable measures to mitigate the affect of any tax

reassessment.
Exhaust all reasonable and prudent mitigation measures and advise the Parties
of the results and affect on its tax reassessment.
Meet with the Parties, once the Company is aware of its tax rate for fiscal year
2009, to determine if filing a petition by the Company for authority to defer any
increase to its tax expense is appropriate.
If unable to reach agreement with the Parties regarding deferral of any tax
expenses the Company may file a petitiorl for treatment the Company deems
appropriate for increases to its tax expense.

5.

Notwithstanding the above, the deferral should commence for a period of time
beginning after the first day of the 2009 fiscal year"

The! effective date of this Order is as dated below.

BOARD OF PUBLIC UTILITIES
BY:
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OAL Docket No. PUC10300-2007S

8



I THE MATTER OF THE PETITION OF THE ATLANTIC CITY SEWERAGE COMPANY
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION

SETTLIEMENI

OAL DKT. NO. PUC 10300-07

AGENCY DKT. NO. WR07110866

I/M THE PETITION OF THE ATLANTIC

CI SEWERAGE COMPANY FOR

AU HORIZATION TO CHANGE THE

LE EL OF ITS PURCHASED SEWERAGE

TR ATMENTADJUSTMENTCLAUSE

AN TO OTHERWISE INCREASE

TA IFF RATES AND CHARGES FOR

SE ERAGE SERVICE

Megdal, Esquire, and Stacy A, Mitchell, Esquire (Cozen O'Connor,

attorneys) for The Atlantic City Sewerage Company, Petitioner

Ira Go

Paul Flanagan, Deputy Ratepayer Advocate, Stephanie A. Brand, Director,

Department of the Public Advocate, Division of Rate Counsel

Arlene E. Pasko and Cynthia L. Miller, Deputy Attorneys General, on behalf of

the Staff of the Board of Public Utilities

Decided: May 1, 2008IV1ay 1, 2008ReGord Closed

BE~ORE W. TODD MillER, ALJ



OA~ DKT. NO. PUG 10300-07

~

hiS matter was transmitted to the Office of Administrative Law on December 11

200 I for d~termination as a contested case, pursuant to N.J.S.A. 52:148-1 to -15 an~

N.J.S.A. 52.14F-1 to -13.

I The parties have agreed to a settlement and have prepared a Settlement

Agr~ement indicating the terms thereof, which is attached and fully incorporated herein.

I have reviewed the record and the terms of settlement and I FIND:

1. The parties have voluntarily agreed to the settlement as evidenced by

their signatures or their representatives' signatures.

2 The settlement fully disposes of all issues in controversy and is consistent

with the law.

I CONCLUDE that this agreement meets the requirements of N.J.A.C. 1:1-19.1

an that the settlement should be approved. I approve the settlement and therefore

OR ER that the parties comply with the settlement terms and that these proceedings

be oncluded.

hereby FILE my initial decision with the BOARD OF PUBLIC UTILITIES for

corlsideration.



OA~ DKT. NO. PUG 10300-07

This recommended decision may be adopted, modified or rejected by the

BO~RD OF PUBLIC UTilITIES, which by law is authorized to make a final decision in

thisl matter. If the Board of Public Utilities does not adopt, modify or reject this decision

unless such time limit is otherwise extended, thiswit~in forty-five days and

rec~mmended decision shall become a final decision in accordance with N.J.S.A.

52:~4B-1 O.

Mav 1. 2008

DAtE W. TODD MILLER, ALJ

Dat~ Received at. Agency:

Mailed to Parties:

OFFICE OF ADMINISTRATIVE LAWDAtE



STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

OFFICE OF ADMINISTRATNE LAW

BPU DOCKET NO. WR07110866
IN HE MATTER OF THE PETITION OF

ATLANTIC CITY SEWERAGE
C MP ANY FOR AUTHORIZATION TO
C GE THE LEVEL OF ITS
P CHASED SEWERAGE

ATMENT ADmSTMENT CLAUSE
TO OTHERWISE INCREASE
F RATES AND CHARGES FOR
RAGE SERVICE

OAL DOCKET NO. lO300-2007S

STIPULATION

AP~EARANCES:

Ira G. Megdal, Esquire, and Stacy A. Mitchell, Esquire (Cozen O'Connor, attorneys) for
The Atlantic City Sewerage Company, Petitioner

fiaiifFfan-agaIi, 

-DePuTy~t-epayer Advocate,-Ste}ilianie A-:Bfand, Director Department
of the Public Advocate, Division of Rate Counsel

Arlene Pasko, Esquire and Cynthia L. Miller, Esquire, Deputies Attorney General, on
behalf of the Staff of the Board of Public Utilities

Td THE HONORABLE BOARD OF PUBLIC UTILITIES:

INTRODUCTIONI.

The Atlantic City Sewerage Company (" ACSC", the "Company", or "Petitioner")1

a ppblic utility company of the State of New Jersey, operates a sewage collection and

tr~mission system within its defined service territory, consisting of the City of Atlantic City,

Ne~Jersey. Within its service territory, Petitioner serves approximately 7,500 customers.

Pe~itioner purchases its sewage treatment from the Atlantic County Utilities Authority

(" 4CUA ").

On November 13,2007, the Company filed its Petition with the Board of Public

2.

CH,RRY _HILL\437198\2 208111.000



Uti~ities ("BPU' or the "Board") proposing to change the level of its Purchased Sewerage

Tr~atment Adjustment Clause ("PST AC") and for approval of an increase in its base tariff rates

(th. Volumetric Treatment Charge and Fixed Charges) (hereinafter, the "Proceeding"). The

ma~er was transmitted by the Board to the Office of Administrative Law ("GAL") for hearing as

a c~ntested case on November 19, 2007 and was assigned to the Honorable William Todd Miller,

A~inistrative Law Judge. The Proceeding was assigned Docket No. WRO7110866 by the

B°+rd and Docket No.1 0300-20078 by the OAL.

Petitioner proposed that the rate schedules and tariff revisions would be effective

3.

as ~fDecember 14,2007.

4. After appropriate public notice, a public hearing in the Proceeding was held in

Atl~tic City, New Jersey on March 5, 2008, presided over by Judge Miller. No one from the

pu~lic was in attendance.

The parties to the Proceeding include the Staff of the Board, the Company, and5.

thelDivision of Rate Payer Advocate (hereafter, the "Parties"). There were no Intervenors in this

ma~er. Discovery was propounded by the Staff and Rate Counsel in the Proceeding and

~s~ered in full by the Company.

In addition to discovery, the Parties have also engaged in settlement discussions.6.

As ~ result of these discussions, the Parties to this Stipulation agree to a resolution of all issues

w~ch arose in the Proceeding and hereto stipulate as follows:

PSTACII.

ACSC 

does not treat any sewage. Rather, ACSC is solely engaged in the7.

coltection and transmission of sewage within the City of Atlantic City. All of the sewage

co11ected and transmitted by ACSC is treated by the ACUA.

2
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8. In addition, ACSC does not meter sewage j1ows. Rather, ACSC bills its

customers on the basis of water entering its customers' premises. ACSC is furnished data

regarding water entering its customers' premises by the At:lantic City Municipal Utilities

Authority (" ACMUA "), the entity purveying water within the City of Atlantic City. Each year,

ACSC bills its customers (other than certain large volume customers) based on water

consumption during the prior year.

9. Petitioner's PSTAC rate is implemented through the use of its Volumetric

Treatment Charge. In the Petition, as updated, Petitioner sought to decrease its Volumetric

Treatment Charge from its current level of$19.912 per Mcfofmetered water, to a rate of

$19.732 per Mcf of metered water, prior to compression. The initial filing was based on

estimates, preliminary in nature, and was updated as the case progressed.
~-

10. After adjusting the ACUA 2008 budget amount of$8,831,423 by a decrease of

$264,944 to reflect the credit from the ACUA for the year :~OO7 , the amount to be recovered

through the PST AC is $8,566,479. This amount has been further adjusted by the projected costs

(after true-up for the costs of last year's proceeding) of$60'3,889; as well as a $125,106 over-

collection adjustment in 2007 and an $183,905 over-collec1:ion adjustment in 2006, to reflect a

total amount to be recovered through the PST AC of $8,861 ,357. This is the amount to be

recovered in 2008 through the Volumetric Treatment Char~~e, which is the rate through which the

PSTAC is affected. When this amount is divided by the projected 2008 flows of 453,358 Mcf,

the resulting PSTAC rate, prior to compression is $19.546 per Mcf. Therefore, based upon the

foregoing, the Parties hereto stipulate in the Proceeding to ~L PST AC revenue decrease of

$165,906.

11. The Volumetric Treatment Charge of $19.546 per Mcf assumes an

3
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implementation date of May 8, 2008. Ifa Board Order is effective as of May 8, 2008, it means

th~t the 2008 PSTAC will only be recovered over 238, rather than 366 days. As a result, the

PSrAC charge for 2008 will be compressed to a charge of$19.349 per Mcffrom the current

PSrAC charge of$19.912 per Mcfas portrayed in Exhibit "A". This represents a decrease of

$01563 per Mcf. If the Board should act on this matter after May 8, 2008, the charge may, if

de~med necessary by the parties, be further compressed in order to recover the appropriate

am~unt.

12. ACSC shall account for net cumulative over-recoveries and under-recoveries

res~lting from the PSTAC. These over-recoveries or under-recoveries will be charged or

cre~ited to the PSTAC in subsequent PSTAC proceedings. The net monthly cumulative over-

recpveries and under-recoveries shall be calculated for each month, utilizing an average balance

for leach month. Interest on net cumulative monthly over-recoveries shall be credited to the

PstAC at an interest rate equal to the return on rate base of7.57%, established in ACSC's last

basp rate proceeding, BPU Docket No. WR04091 064, pursuant to N.J.A.C.14:9-8.3(c) and

:N:J~~ 14:3-13.3 and will remain applicable until the Board approves this Stipulation and new

re~ on rate base of8.0225%. SimilarlYt interest on net monthly under-recoveries shall be

charged against the PSTAC. As a result of this Stipulation, the return on rate base utilized in

the~e proceedings shall become the interest rate on net monthly cumulative over-recoveries or

un~er-recoveries, on a prospective basis. If, as of December 31, 2008, interest shall be due the

PSTAC, such interest shall in fact be credited to the PSTAC. If, as of December 31,2008,

int,est shall be chargeable against the PST AC, said interest shall be eliminated through

appropriate accounting entries.

4
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III. BASE RATES

13. By the Petition filed in this Proceeding~ ACSC also sought authorization to

inctease its rates to produce total profonna operating revenues of $20,267,908. Based upon

petftioner's books and prospective operating revenues for the twelve month period ending

D~ember 31, 2007, the rates proposed in the Petition were designed to yield additional proforma

op~rating revenues of$2, 737 ,038 or 15.6%.

14. The Parties agree that the twelve (12) months ending December 31,2007,

adj¥sted for known and measurable changes, constitutes the appropriate Test Year for use in this

propeeding. The Parties hereto stipulate to a base rate increase of $1 ,200,000. The stipulated

cap~ta1 structure of the Company, as demonstrated in Exhibit "B", is comprised of 40.27% debt

an~ 59.73% equity. The Parties hereto further stipulate to a rate base of $22,950,650 and that

rat~s in this Proceeding have been designed to yield an annual return to ACSC of 10% on

co~on equity and an overall return of 8.02% on rate base.

15. Attached hereto as Exhibit "C" is a Schedule of Stipulated Rate Relief,

de~onstrating that the stipulated rates will produce a total revenue increase of $1,034,094

(in~luding the Base Rate and PST AC revenues). Also attached to this Stipulation, as Exhibit

"D'r, are the Tariff sheets necessary to produce the stipulated proforma annual operating

rev~ues. The Tariffwill reflect revisions to the customer rights portion of the Tariff consistent

wi~ Board policy. The Parties to this Stipulation agree that the Tariff sheets constituting Exhibit

"D't should replace and substituted for the existing Tariff sheets. The Parties to this Stipulation

agr~e further that the Tariff sheets constituting Exhibit "D" should be accepted by the Board, and

ma~e effective as of May 8, 2008, or as soon thereafter as the Board may act.

After giving effect to the annualized rate increase through the PST AC and the16.

5
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basF rate increase, the result is a net increase in overall revenues in the amount of $1 ,034,095,

whfch represents a 5.86% incre~e above total current revenues of$17 ,660,377. This is the level

sufficient to allow the Company to continue to provide safe, adequate and proper service to its

cus~omers.

17 Under the terms of this Stipulation, the actual impact on customers will depend

up~n the meter size utilized by the customers. Attached hereto as Exhibit "E" is a schedule

d~onstrating the net effect of this Stipulation on each of ACSC's customer classes.

IV. REAL ESTATE TAX DEFERRAL

18. Parties have stipulated to a level of real estate tax expense of $428,771 for the test

year. This level of real estate tax expense is in recognition of the recent reassessment conducted

by ~e City of Atlantic City. On March 3, 2008, the City of Atlantic City notified the Company

tha~ it had reassessed the values for certain of the Company's real property used in the provision

of~tility service to its customers. The new reassessed values of such properties total

$17~,417,700, which is an increase of$168,427,OOO or 1873.35% above the current assessed

Valtes of $8,990,700. The precise level of ACSC's real estate tax expense for th,e fiscal year

beg\nning in 2008 has not yet been detem1ined, however, the Parties acknowledge that if the full

re~sessed tax valuation is applied, the resulting tax expense may impair or significantly affect

the ~ompany's ability to provide safe, adequate and proper utility service. At this time, the

P~ies are unsure of the effect that will result, if any, from the City of Atlantic City's tax

re~sessment, however, in light of the potential for a detrimental effect on the Company's ability

to pt°vide safe, adequate and proper utility service, the Parties agree that:

The Company will notify the Parties of the actual tax liability and date ofa.

pa~ents due to the City of Atlantic City as a result of the tax reassessment.

6
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b. The Company will take all prudent and reasonable measures to mitigate

the Fffect of any tax reassessment

c. After the Company has exhausted all reasonable and prudent mitigation

me4sures, the Company will advise the Parties of the results and effect on its tax reassessment.

d. Once the Company is aware of its tax rate for 2008, the Parties will meet

to dftermine if filing a petition by the Company for authority to defer any increase to its tax

exptnse is appropriate,

If no agreement is reached by the Parties, then the Parties agree that thee.

Corfpany may file a petition for whatever treatment the Company deems appropriate for increase

to i~ tax expense including, but not limited to, deferral thereof on its books and the creation of a

reg~atory asset, for later recognition in a rate case. However, that filing would be made without

any prejudice to the rights of any party to advocate any position that party deems appropriate.

Notwithstanding the above, the Parties agree that they will not contest such petition on

the rounds that the deferral should commence for a period of time beginning after the first day

of~e 2009 fiscal year.

19. Nothing contained in this stipulation shall prevent any party from contending that

AC~C has not acted prudently in contesting any real estate tax assessments.

v. MISCELLANEOUS

20. This Stipulation shall be binding on the parties on approval of the Board. This

Stip¥ation shall bind the Parties in this matter only and shall have no precedential value.

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

and +ssential in its own right to the signing of this Stipulation. Each tenD is vital to the

agre,ment as a whole, since the Parties expressly and jointly state that they would not have

7
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si~ed the agreement has any tenn been modified in any way. Since the Parties have

cofpromised in numerous areas, each is entitled to certain procedures in the event that any

mqdifications whatsoever are made to this Stipulation.

22.

If any modification is made to the tenns of this Stipulation, the signatory Parties

ea~h must be given the right to be placed in the position it was in before the Stipulation was

entred into. It is essential that each Party be givel1 the option, before the implementation of any

net rate resulting from any modification of this Stipulation, either to modify its own position to

acgept the proposed changes, or to resume the proceeding as if no agreement had been reached.

ThfS proceeding would resume at the point where it was tenninated which was after evidentiary

he¥ings were completed.

23.

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

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

[SIGNATURES APPEAR ON NEXT PAGE]
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A T~ANTIC CITY SEWERAGE COMPANY

I By:
Ira G. Megdal, Esquire
Stacy A.Mitchell, Esquire

i

MILGRAM A ORNEY GENERAL OF NEW JERSEY

Att mey for Staff of the NEW JERSEY
BO OF PUBLIC UTILITIES

I By:
Arlene Pasko, Esquire
Cynthia L. Miller, Esquire
Deputies Attorney General

RONALD K. CHEN
P~LIC ADVOCATE

Ste{anie A. Brand
Dir~tor, Division of Rate Counsel

I . By:

Paul Flanagan
Deputy Public Advocate

Dat~: April _,2008
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ANNE MILGRAM
ATTORNEY GENERAL OF NEW JERSEY
Attorney for Staff of the NEW JERSEY
BOARD OF PUBLIC UTILITIES

By:,
Arlene Pasko, Esquire
Cynthia L. Miller, Esquire
Deputies Attorney General

RONALD K. CHEN
PUBLIC ADVOCATE

Stefanic A. Brand
Director, Djvision of Rate Counsel

By:
Paul Flanagan
Deputy Public AdvocatelOafed: 

April ~OO8
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\

A 1iLANTIC CITY SEWERAGE CaMP ANY

By:
Ira G. Megdal, Esquire
Stacy A. Mitchell, Esquire

i

MILGRAM A ORNEY GENERAL OF NEW JERSEY

A ORNEY FOR STAFF OF THE NEW JERSEY
B OF PUBLIC UTILITIES

BY1
Arlene E. Pasko
Cynthia L. Miller
Deputy Attorneys General

RQNALD K. CHEN
PUJ3LIC ADVOCATE

Da~ed: April JQ, 2008
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EXHIBIT "A"

THE ATLANTIC CITY SEWERAGE COMPANY
2008 PSTAC RATE CALCULATIONS

(Rate per Mcf)

Amount

2008 Annual PSTAC Rate $ 19.546

Current PST AC Rate 19.912

Annual Rate Decrease $ (O.366~

COMPRESSED RATE CAlCULATION

Amount

Annual Rate Decrease $ (0.366)

Times Number of Days 366

Weighted Rate Decrease $(133.956)

Weighted Rate Decrease $(133.956)

Divided by Number of Days

(assume May 8, 2008 Approval)

238

Compressed Rate Decrease $ (0.563)

Current PSTAC Rate $ 19.912

Compressed Rate Decrease (0.563)

NEW 2008 PST AC RATE

(assume May 8. 2008 Approval)

$ 19.349





EXHIBIT "B"

THE ATLANTIC CITY SEWERAGE COMPANY

Capital Structure -Rate of Return

~ong Term Debt $ 8,960,000 40.27% 5.09%

qommon Equity $ 13,287,350 59.73% 10.00%

~otal Capital $ 22.247,350 100.00% ~





EXHIBIT .C.

THE ATLANTIC CITY SEWERAGE COMPANY

SCHEDULE OF STIPULATED RATE RELIEF

Summary of Revenue Requirement
Adjusted Test Year ended 12/31/07

Amount
$ 22,950.650Total Rate Base after Ratemaking Adjustments

COMPANY ROE 10.00% 8.0225%

$ 1,841,221Required Operating Income

(1,162,470)Less: Test Year Sewerage Operating Income

678,751Operating Income Deficiency

1.767953Revenue Factor

$ 1,200,000Revenue Increase Requirement

(165,906)PST AC Revenue Decrease Requirement

1,034,094Total Net Revenue Increase Requirement





THE ATLANTIC CITY SEWERAGE COMPANY
B.P .U. NO.7 -SEWER

EIGHTH REVISED SHEET NO.1

TARIFF

FOR

SEWERAGE SERVICE

Applicable In

THE CITY OF A TLANTIC CITY

NEW JERSEY

rate of Issue: November 13, 2007
ssued by: LOUIS M. WALTERS, President & General Manager

1200 Atlantic Avenue
Atlantic City, New Jersey

Effective for Service
rendered on and after

May 8, 2008

t Filed Pursuant to Decision and Order of the Board of Public Utilities in Docket No.
07110866, OAL Docket No.1 030-2007S, dated May 8, 2008.
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THE ATLANTIC CITY SEWERAGE COMPANY
B.P.U. NO.7 -SEWER

FIRST REVISED SHEET NO.5

For non-payment of a valid bill due for service based on the
rates approved by the Board and contained in the utility's tariff
CUstomers unable to pay the full annual bill shall be afforded the
opportunity to enter into a reasonable deferred payment agreement. If
service is discontinued, a reconnection fee of $25.00 shall apply.

For the refusal to admit the proper representative of the Company
who requires admission to the premises for the purpose set forth in the
General Provisions, Original Sheet No. t.

For the violation of one or more of the standard terms and
conditions of service contained in this or subsequent tariffs of theCompany. 

Service may be discontinued by the Company for violation of
standard terms and conditions upon 30 days notice of the existence of
such violation.

All notices herein of discontinuance shall be delivered to the
owner personally or by registered mail, addressed to the last address
of the owner listed in the records of the Company. On all notices
of discontinuance to residential customers, there shall be included:

(1) A statement that the utility is subject to the
jurisdiction of the New Jersey Board of Public utilities and the
address and phone number of the Board. The telephone numbers of
the Board to be indicated on such statement are (201) 648-2350
and 1-800-624-0241 (toll free).

(2) A statement that in the event the customer is either
unable to make payment of a bill or wishes to contest a bill the
customer should contact the utility. The notice shell contain
information sufficient for the customer to make appropriate
J.nquJ.ry. .

(3) A statement that if the customer is presently unable
to pay an outstanding bill, the customer may contact the
utility to discuss the possibility of entering into a
reasonable deferred payment agreement. In the case o£ a
residential customer receiving more than one different service
from the same utility, the statement shall state that
deferred payment agreements are available separately for each
utility service.

IDate of Issue: November 13, 2007
Issued by: LOUIS M. W ALTERS, President & General Manager

1200 Atlantic Avenue
Atlantic City, New Jersey

Effective for Service
rendered on and after

May 8, 2008

~ Filed Pursuant to Decision and Order of the Board of Public Utilities in Docket No.
WR071 10866, OAL Docket No. 1030-20078, dated May 8, 2008.
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fate of Issue: November 13, 2007
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1200 Atlantic Avenue
Atlantic City, New Jersey

Effective for Service
rendered on and after

May 8, 2008

~ Filed Pursuant to Decision and Order of the Board of Public Utilities in Docket No.
07110866, OAL Docket No. 1030-20078, dated May 8, 2008.
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THE ATLANTIC CITY SEWERAGE COMPANY
B.P .U. NO.7 -SEWER

TWELFTH REVISED SHEET NO. 13

SCHEDULE OF RATES
Annual Rates

Fixed Charge

AJ] customers shall pay the following annual fixed charge, based on the size of the water
meter used in the rendering of water service:

Size
Of Met~r

Total Annual
Fixed Charge

$187
325
903

2,170
4,290

10,570
21,130
52,560

1 05,220
167 ,990

5/8" ..'.'.'.'...
3/4 ,

I ,

1-1/2 2 3 4 6 8 10 or larger.,

Volumetric Collection Charge

In addition to the annual fixed charge, all customers shall pay $6.322 for each 1,000
Icubic feet of metered water, measured to the nearest one-tenth.

Volumetric Treatment Charge

~ In addition to the annual fixed charge and the volumetric collection charge, all customers
hall pay $19.546 for each 1,000 cubic feet of metered water, measured to the nearest one-tenth,
or sewerage treatment costs assessed the Company by the Atlantic County Utilities Authority.

Effective for Service
rendered on and after

May 8, 2008

fate of Issue: November 13,2007
ssued by: LOUIS M. W ALTERS, President & General Manager

1200 Atlantic Avenue
Atlantic City, New Jersey

t Filed Pursuant to Decision and Order of the Board of Public Utilities in Docket No.
R07110866, OAL Docket No. 1030-20075, dated May 8,2008.
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