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WATER

ORDER ADOPTING INITIAL
DECISION/SETTLEMENT

IN THE MATTER OF THE PETITION OF NEW JERSEY-
AMERICAN WATER COMPANY, INC. FOR APPROVAL
OF INCREASED TARIFF RATES AND CHARGES FOR
WATER AND WASTEWATER SERVICE AND OTHER
TARIFF MODIFICATIONS
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Parties of Record:

Bruce V. Miller, Esq., Cullen and Dykman LLP, on behalf of New Jersey-American Water
Company, Inc.

Brian O. Lipman, Esq., Director, New Jersey Division of Rate Counsel

Martin C. Rothfelder, Esq., and Bradford M. Stern, Esqg. on behalf of Cogen Technology,
Johanna Foods, Phillips 66, Rutgers, and Princeton University

Jay L. Kooper, Esq. on behalf of Middlesex Water Company

Anthony R. Francioso, Esq., Fornaro Francioso LLC, on behalf of the Mount Laurel Municipal
Utilities Authority

William R. Holzapfel, Esq., City Attorney for Intervener, City of Elizabeth

BY THE BOARD:'

On January 14, 2022, pursuantto N.J.S.A. 48:2-21 and N.J.A.C. 14:1-5.12, New Jersey-American
Water Company (“Company”, “Petitioner”, or “NJAWC”), a public utility located in the State of New
Jersey and subject to the jurisdiction of the New Jersey Board of Public Utilities (“Board”), filed a
petition to increase its base tariff rates and charges for water and wastewater service amounting
to approximately $94.7 million or a 11.71% increase in additional annual revenues. The Company
provides water service to approximately 660,000 customers and provides wastewater service to
approximately 49,900 customers in portions of the following counties: Atlantic, Bergen, Burlington,
Camden, Cape May, Essex, Gloucester, Hunterdon, Mercer, Middlesex, Monmouth, Morris,
Ocean, Passaic, Salem, Somerset, Union, and Warren. The Company proposed that the increase
in rates becomes effective on February 13, 2022.

According to the petition, the primary driver of the proposed rate increase is the capital investment
needed to maintain and improve the Company’s infrastructure to continue to provide safe, reliable
and adequate service to its customers.

T Commissioner Zenon Christodoulou abstained from voting on this matter.
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BACKGROUND/PROCEDURAL HISTORY

On February 1, 2022, the Board transmitted this matter to the Office of Administrative Law (“OAL”")
as a contested case and on February 23, 2022, the Board issued an Order suspending NJAWC’s
proposed rate increase until June 13, 2022. By way of a second suspension order issued June
8, 2022, the proposed rate increase was further suspended until October 13, 2022. This matter
was assigned to Administrative Law Judge (“ALJ”) Tricia Caliguire. On March 21, 2022, ALJ
Caliguire issued a Prehearing Order establishing procedures and hearing dates for the conduct
of this case.

After appropriate motions, Johanna Foods, Inc., Cogen Technologies Linden Venture, L.P.,
Rutgers, the State University, Phillips 66 Company, Merck and Co., Inc., Princeton University
(collectively with Johanna Foods, Inc., Cogen Technologies Linden Venture, L.P., Merck and Col,
Inc., Rutgers, the State University, and Phillips 66 Company (collectively, “OIW Customers”),
Middlesex Water Company (“Middlesex”), the City of Elizabeth, and Mount Laurel Township
Municipal Utilities Authority were granted intervenor status.

The Petition was based upon a 12-month test year ending June 30, 2022. The filing contained 5
months of actual and 7 months of projected data and included proposed post-test year
adjustments that reflected changes in capital expenditures through December 31, 2022. The filing
also included changes in certain revenues and expenses through March 31, 2023.

On April 28, 2022, NJAWC submitted a 9&3 update filing containing actual results data for the 9
months ending March 31, 2022. On July 15, 2022, NJAWC submitted its final 12&0 update filing
containing actual results data for the 12 months ending June 30, 2022.

After proper notice to the general public in newspapers of general circulation and after service of
notice upon affected municipalities and counties within NJAWC's service area, two (2) virtual
public comment hearings were held on April 6, 2022, at 4:30 p.m. and 5:30 p.m. Four (4)
members of the public attended and commented at the 4:30 p.m. virtual public hearing and two
(2) members of the public attended the 5:30 p.m. virtual public hearing but did not provide
comments at that time.

STIPULATION

Extensive discovery was conducted, and several settlement discussions were held after notice to
all parties. As a result of these discussions, NJAWC, Board Staff (“Staff’), the New Jersey
Division of Rate Counsel (“Rate Counsel’), and the OIW Customers (collectively, “Stipulating
Parties”) executed a stipulation of settlement (“Stipulation”) resolving all issues in this Proceeding.
The Stipulation provides for the following:?

1. NJAWC will be permitted to increase its base rates in a manner designed to produce a
total annual operating revenue increase for water and wastewater service of $45.5 million,
an overall revenue increase of 5.67%.

2 Although summarized in this Order, should there be any conflict between this summary and the Stipulation,
the terms of the Stipulation control, subject to the findings and conclusion in this Order. Paragraphs are
numbered to coincide with the Stipulation.
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The Stipulating Parties agree that the post-test year present rate revenues to which the
$45.5 million increase will apply is $802,705,377.

The annual revenue requirement increase is based upon a rate base of $4,146,492,435.

The Stipulating Parties agree to an overall rate of return of 7.01% and the following capital
structure and cost rates:

: % of Cost Weighted
Type of Capital Total Rate Cost Rate
Long-term Debt | 45.44% | 3.9018% | 1.7730%
Common Equity | 54.56% | 9.6000% | 5.2378%
Total Capital 100% 7.0107%

The Stipulating Parties acknowledge that the stipulated revenue requirement increase
reflects consideration of a Consolidated Tax Adjustment.

The revenue expansion factor used to gross-up costs for income taxes, uncollectible
expense, and Board and Rate Counsel assessments, is 1.47707, which consists of factors
for state GRAFT taxes of 13.62735%, federal income taxes of 21%, for uncollectibles of
.40602%, and for the Board/Rate Counsel assessments of .26845%.

The calculation of the revenue requirement is set forth on Attachment A attached to the
Stipulation.

The annual revenue requirement has been determined by applying the depreciation rates
as approved in NJAWC’s base rate case in BPU Docket No. WR17090985.

The Stipulating Parties agree that the rate increase set forth above in the Stipulation
reflects an amortization of unamortized balance sheet accounts, in accordance with the
following chart:

BPU DOCKET NO. WR22010019
OAL DOCKET NO. PUC 00808-22



Agenda Date: 8/17/22
Agenda ltem: 5B

10. The Company stipulates, and the Stipulating Parties agree, that it withdraws from this
proceeding, without prejudice, the Company’s requested relief associated with its existing
COVID-19 regulatory asset. The Company will file a petition with the BPU seeking
recovery of its previously authorized deferral in a separate proceeding within the process
established in Docket No. AO20060471.

11. The Stipulating Parties agree that the Company will record as a regulatory asset/liability,
as appropriate, the difference between the pension expense and other post-employment
benefits (‘OPEB”) expense included in the 9&3 update, which is an expense credit totaling
$10,740,515 and such amounts recorded for financial reporting purposes as determined
in accordance with generally accepted accounting principles (‘GAAP”), provided that such
amounts are known, final, and not subject to updates or adjustments. This regulatory
asset/liability will start to be booked January 1, 2023, and the deferral period will extend
until December 31, 2024, or the conclusion of the next base rate case, whichever comes
first, without interest. The amortization of any approved deferral will be decided in the
Company’s next base rate case. Nothing in the Stipulation is intended to impair the ability
of any Signatory in NJAWC’s next rate case proceeding to challenge the prudency of the
Company’s calculated levels of pension and OPEB amounts that it proposes to recover
from the regulatory asset/liability account.

12. The Company agrees to file testimony in support of its rate design proposal in its next
base rate case. The Company agrees that its pre-filed testimony will address its Optional
Industrial Wholesale tariff.

13. The Stipulating Parties agree that the present rate revenues to be used by rate class are
those reflected on Attachment B of the Stipulation, which includes the agreed upon
revenue increases by customer class. The bill impact for a residential customer, with a
5/8” meter, on rate schedule A-1,2 using 5,520 gallons of water per month, will be $2.93
or 4.69%. The bill impact for an Ocean City Sewer Customer using 5,520 of water per
month will be $2.69 or 3.64%. The bill impact for a Lakewood sewer customer using 5,520
of water per month will be $3.12 or 4.98%.

14. Attached to the Stipulation as Attachment C is the agreed upon tariff reflecting changes
implementing the revenue increase and other tariff changes agreed upon in the
Stipulation. The Stipulating Parties agree that within 10 days of a Board Order approving
the Stipulation, NJAWC will file Attachment C of the Stipulation with the Board.

15. The Stipulating Parties agree that NJAWC’s DSIC Foundational Filing, submitted on
March 13, 2022, in BPU Docket No. WR22030230 must be approved by the Board before
any new DISC investment and/or DSIC rate recovery can occur and that the DSIC rate
approved in BPU Docket No. WR20030256 shall be reset to zero on the effective date of
new base rates in this case.

3 Rate Schedule A-1 applies to “general metered residential, commercial, industrial, and municipal service

throughout Service Area 1, Service Area 1A, Service Area 2, Service Area 3, Service Area 3 Mansfield

Township (Homestead) served by the Company, the Columbus section of the Townships of Mansfield and

Southampton, Burlington County in Service Area 3, and the Borough of Manville, Somerset County

(formerly served by the Borough of Manville Water Utility) located in Service Area 2, and in Service Area

1D, formerly served by Applied Wastewater Management, Inc. (“Applied”), noted on Sheet Nos. 28 — 32,
except as specifically provided elsewhere in this tariff.”
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On July 25, 2022 Middlesex and the Mount Laurel Township Municipal Utilities Authority as well
as on July 27, 2022 the City of Elizabeth all filed letters of no-objection in this case.

Subsequently, ALJ Caliguire issued her Initial Decision recommending that the Board adopt the
Stipulation.

DISCUSSIONS AND FINDINGS

The Board is mindful of the impact any rate increase has on its customers. However, having
reviewed the record in this matter, including ALJ Caliguire’s Initial Decision, the Stipulation, and
letter from the non-signatory parties indicating that MWC does not oppose the Stipulation, the
Board FINDS that the Signatory 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. In reaching
this decision, the Board must balance the needs of the ratepayer to receive safe, adequate and
proper service at reasonable rates, while allowing the utility the opportunity to earn a fair rate of
return. See N.J.S.A. 48:2-21 and N.J.S.A. 48:3-1. Therefore, the Board FINDS the Initial
Decision, which adopts the Stipulation to be reasonable, in the public interest, and in accordance
with the law. Therefore, the Board HEREBY ADOPTS the Initial Decision and the Stipulation,
attached hereto, including all attachments and schedules, as its own, incorporating by reference
the terms and conditions of the Stipulation.

As a result of the Stipulation, the bill impact for a residential customer, with a 5/8” meter, on rate
schedule A-1,* using 5,520 gallons of water per month, will be $2.93 or 4.69%. The bill impact
for an Ocean City Sewer Customer using 5,520 of water per month will be $2.69 or 3.64%. The
bill impact for a Lakewood sewer customer using 5,520 of water per month will be $3.12 or 4.98%.

The Board HEREBY ORDERS the Company to submit complete revised tariffs conforming to the
terms and conditions of the Stipulation and this Order prior to September 1, 2022.

4 Rate Schedule A-1 applies to “general metered residential, commercial, industrial, and municipal service

throughout Service Area 1, Service Area 1A, Service Area 2, Service Area 3, Service Area 3 Mansfield

Township (Homestead) served by the Company, the Columbus section of the Townships of Mansfield and

Southampton, Burlington County in Service Area 3, and the Borough of Manville, Somerset County

(formerly served by the Borough of Manville Water Utility) located in Service Area 2, and in Service Area

1D, formerly served by Applied Wastewater Management, Inc. (“Applied”), noted on Sheet Nos. 28 — 32,
except as specifically provided elsewhere in this tariff.”
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SERVICE LIST

New Jersey American Water Company
Bruce V. Miller, Esq.

Cullen and Dykman LLP

The Legal Center

One Riverfront Plaza

Newark, NJ 07102
bmiller@cullenanddykman.com

Christopher M. Arfaa, Esq.

Director, Corporate Counsel, American Water
1 Water Street

Camden, New Jersey 08102
chris.arfaa@amwater.com

Division of Rate Counsel
140 East Front Street, 4 Floor
P.O. Box 003

Trenton, NJ 08625

Brian Lipman, Esq., Director
blipman@rpa.nj.gov

Christine Juarez, Esq.
cjuarez@rpa.nj.gov

Emily Smithman, Esq.
esmithman@rpa.nj.gov

Susan E. McClure, Esq.
smcclure@rpa.nj.gov

Board of Public Utilities

44 South Clinton Avenue, 1st floor
P.O. Bpx 350

Trenton, NJ 08625

Carmen Diaz, Acting Secretary
board.secretary@bpu.nj.gov

Stacy Peterson, Deputy Executive Director
stacy.peterson@bpu.nj.gov

Benjamin Witherell, Chief Economist
benjamin.witherell@bpu.nj.gov

Division of Water

Michael Kammer, Director
mike.kammer@bpu.nj.gov

Paul Lupo
Paul.lupo@bpu.nj.gov

Justin Cederberg
justin.cederberg@bpu.nj.gov

Andrew Tuzzo
andrew tuzzo@bpu.nj.gov

Yanina Lepore
yanina.lepore@bpu.nj.gov

Counsel’s Office

David Schmitt, Esq.
david.schmitt@bpu.nj.gov

Department of Law and Public Safety
Division of Law — Public Utilities Section

Richard J. Hughes Justice Complex, 7th Floor

West

25 Market Street
P.O.Box 112
Trenton, N.J. 08625

Pamela Owen, DAG, Assistant Section Chief
pamela.owen@law.njoag.gov

Meliha Arnautovic, DAG
meliha.arnautovic@law.njoag.gov

Brandon Simmons, DAG
brandon.simmons@law.njoag.gov

Steven Chaplar, DAG
steven.chaplar@law.njoag.gov
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Aqua New Jersey

Saul Ewing Arnstein & Lehr
Colleen L. Foley, Esq.

One Riverfront Plaza

1037 Raymond Blvd., Suite 1520
Newark, NJ 07102-5426
colleen.foley@saul.com

Middlesex Water Company

Jay L. Kooper, Esq.

Middlesex Water Company 485C Route One
South, Suite 400

Iselin, NJ 08830
jkooper@middlesexwater.com

Cogen, Johanna Foods, Phillips 66, Rutgers,
Princeton University

Martin C. Rothfelder, Esq.

Rothfelder Stern, L.L.C. 407 Greenwood Avenue,
Unit #301 Trenton, NJ 08609
mrothfelder@rothfelderstern.com

Bradford M. Stern, Esq.

Rothfelder Stern, L.L.C. 407 Greenwood Avenue,
Unit #301 Trenton, NJ 08609
bstern@rothfelderstern.com

Mt. Laurel MUA

Anthony R. Francioso, Esq.

Fornaro Francioso LLC

1540 Kuser Road, A-1 Hamilton, NJ 08619
afrancioso@fornarofrancioso.com
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