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January 10, 2020

VIA ELECTRONIC MAIL

Aida Camacho-Welch

Secretary of the Board

New Jersey Board of Public Utilities
44 South Clinton Avenue, 9™ Floor
Trenton, NJ 08625-0350

Re: /M/O the Proposed Amendment to N.J.A.C. 14:9 Wastewater (Sewer) System Improvement Charge
— BPU Docket No. WX19050614

Dear Secretary Camacho-Welch,

I write on behalf of the member companies of the New Jersey Utilities Association (NJUA) in response
to the Board of Public Utilities’ (“BPU” or “Board”) request for comments on the implementation of a
Wastewater System Improvement Charge. NJUA is the statewide trade association for New Jersey’s
investor-owned utilities that at provide essential electric, natural gas, telecommunications, water, and
wastewater services to customers throughout the state. NJUA’s comments represent the consensus views
of our member companies. Each NJUA member reserves the right to submit comments on an individual
basis.

NJUA strongly supports the implementation of a Wastewater System Improvement Charge (“WSIC”) in
New Jersey. Other jurisdictions, such as Illinois, North Carolina, Nevada, Ohio, including one neighboring
state, Pennsylvania, have successfully implemented a WSIC. The benefits of WSIC are clear — it would
enable wastewater utilities regulated by the Board to invest in their systems in an efficient and responsible
manner. In short, a WSIC would allow a wastewater utility to accelerate improvements to its wastewater
infrastructure, with continued Board oversight. It is clear that improvements are needed across the state.
In 2017, the American Society of Civil Engineers gave New Jersey a “D” rating for its WW infrastructure.
Accelerated investment in sewer infrastructure is important on a number of levels, but particularly for
health and safety of the state’s residents, and for economic development. To start, Sewer leaks or pipe
breaks allow sewage to leak into waterways, groundwater, and into our neighborhoods. Groundwater
infiltration into leaky, low-pressure sewer pipes means more wastewater has to be treated, increasing
sewer bills.

In addition, the quality of infrastructure is a top factor in business location decisions and sewer
infrastructure is at the top of the list given that sewer line breaks can be very disruptive for a business. In
addition, effective sewer systems help control factors such as odor that can drive away business. Further,
it is clear that investments in utility infrastructure yield economic benefits that go beyond those directly
associated with the improvements. For example, a 2014 Water Research Foundation report every $1M
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($1000,000.00) spent by water and wastewater supports the creation of 16 jobs across the economy.! Also,
a Rutgers Economic Advisory Input-Output model for past utility projects estimated $574,000 in income
dollars and $767,000 in gross state product per million dollars spent.2

No matter the economic benefits, it is clear that the cost of not investing is much greater than the cost of
needed investments. For example, in 2017, the Atlantic County Utilities Authority discovered a sewage
leak in a 40-year-old main that was spilling into the Bay by Bader Field. This resulted in a suspension of
shellfish harvesting and recreational activity in the area. This is a clear example of the economic harm that
can be caused. And clearly there is a public interest. And ASCE notes: “Much of New Jersey’s existing
wastewater infrastructure will need to be overhauled in the next two to three decades.” ASCE looked at
the per capita WW and stormwater spending needs by region around the country, and the Mid-Atlantic
Tegion’s per capita needs are much higher than any other region of the country. The good news is that
investor-owned utilities IOU’s have a small proportion of wastewater systems throughout the state and,
as such, the rate impact will be relatively small.

The current Distribution System Improvement Charge (“DSIC™) for water has been very successful.
Therefore, there does not appear to be any rationale policy justification to exclude wastewater from a
method that enables for accelerated investment in the manner and with the effect that the state has
experienced through the water DSIC.

Conclusion

Finally, the NJUA supports implementation of a WSIC in order to enable water companies to make the
necessary investments to improvement wastewater system in an efficient and cost-effective manner. We
very much appreciate the efforts of Board Staff in beginning this process and would be happy to offer any
assistance in coordinating our member companies or offering input on specific provisions as Staff craft
the rule proposal. Thank you for providing the opportunity to submit these comments.

Respectfully,
el e

Thomas R. Churchelow, Esq.
President
New Jersey Utilities Association

‘httg:[[thevaIueoﬁnater.org{sites[default[ﬁles[Economic%20lmgact%200f%20lnvesting%ZOin%ZOWater%ZOlnfrastructure
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TO: Aida Camacho-Welch, Secretary of the Board
New Jersey Board of Public Utilities

FROM: Evan Piscitelli, Executive Director
National Utility Contractors Association of New Jersey

DATE: January 10, 2020

RE: Proposed Amendment to N.J.A.C. 14:9 Wastewater {Sewer) System Improvement_Charge

BPU Docket No. WX19050614

The National Utility Contractors Association is the nation's oldest and largest association for the utility and
excavation construction industry. NUCA represents nearly 2,000 companies in 48 states that provide the
materials and workforce to build and maintain our nation's underground water, sewer, gas, electric, and
telecommunications systems, as well as water treatment plants. As the Executive Director of the New
Jersey chapter, and on behalf of our Board of Directors, it is my pleasure to provide comments in support
of the implementation of a Wastewater System Improvement Charge (WSIC).

Itis without argument that in many areas our wastewater infrastructure is aging and in a state of disrepair,
Unfortunately, compounding the difficulty of focusing on this critical infrastructure is its very nature.
Because the systems are buried underground — out of sight and mind —there is a general lack of awareness
to its vulnerabilities. It is usually only when there is a major breakdown or failure, leaks or breaks leading
to contaminated water for example, that the public must face the underlying problems within the system,
But emergency corrective action is the most disruptive and expensive way to solve the problem.

By adopting a WSIC, wastewater utilities would have a tool available to get ahead of these costly
emergency situations and be more proactive in terms of making the necessary repairs. By accelerating
infrastructure improvements, not only is the public better protected from the impact of a failing
wastewater system, but both the State’s environment and economy would similarly benefit. Less
wastewater seeping into the ground or into our waterways will be a direct outcome of faster repairs. The
construction itself will provide good jobs and help New Jersey based companies, many of whom are
counted in our membership, continue to succeed in our State and provide employment opportunities.

The supporting evidence is strong. Several other states have accomplished a great deal by implementing
a WSIC. New Jersey can also lock to its own past following the successful implementation a Distribution
System Improvement Charge (DSIC). The time has come to build on this achievement and bring the issue
of crumbling wastewater infrastructure into sharper focus. For this reason, NUCA NJ strongly supports
the implementation of a Wastewater Service Improvement Charge. We appreciate the efforts of the New
Jersey Board of Public Utilities to address this critical issue and for the ability to provide comments. Our
Association stands ready to work with staff and provide any assistance needed to further this proposal.

National Utility Contractors Association of New Jersey www.NUCAN).org



January 10, 2020

VIA ELECTRONIC MAIL

Aida Camacho-Welch

Secretary of the Board

New Jersey Board of Public Utilities
44 South Clinton Avenue, 9th Floor
Trenton, NJ 08625-0350

Re: 1/M/O the Proposed Amendment to N.J.A.C. 14:9 Wastewater {Sewer) System Improvement
Charge - BPU Docket No. WX19050614

Dear Secretary Camacho-Welch,

On behalf of the Utility and Transportation Contractors Association of NJ (UTCA) we are grateful for the

opportunity to respond to the Board of Public Utilities (BPU) request for comments on the potential
implementation of a Wastewater System Improvement Charge.

UTCA strongly supports the implementation of a Wastewater System Improvement Charge ("WSIC”) in
New lersey. It is well documented that improvements to wastewater systems are needed throughout the
state. In light of the challenges all wastewater utilities face with securing the funding needed for
investment in infrastructure, wastewater utilities need more options. Federal and state funding is
insufficient to meet these needs. WSIC would provide another option for investor-owned wastewater
utilities to accelerate improvements to its infrastructure, with appropriate Board oversight and flexibility
to fit the needs of individual systems.

Accelerated investment in wastewater infrastructure is critical to the health and safety of the state’s
residents, economic development and the environment. The BPU has enabled the current Distribution

System Improvement Charge {“DSIC") for drinking water systems and has been very successful in
accelerating needed investment.

UTCA also supports implementation of tools to enable non-investor owned utilities to make the necessary
investments however that is outside the purview of the BPU. Thank you for providing the opportunity to
submit these comments.

Best regards,
Dan Kennedy, PP/AICP, MCRP
Director of Environmental & Utility Operations

UTCA of NJ
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Sept. 6, 2019

Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue, 10" Floor
P.O. Box 350

Trenton, NJ 08625-0350

Re: Proposed Wastewater System Improvement Charge, Board Docket No.: WX19050614

Dear Ms. Camacho-Welch:

The Association of Environmental Authorities (AEA) represents local, regional and county public
agencies, mainly authorities, that provide water, wastewater and solid waste utility service to
millions across the State of New Jersey. AEA members are regulated by the NJBPU primarily on
one matter, One Call. Some AEA members are customers of investor-owned utilities. NJBPU
actions at times have implications for public systems.

The Wastewater System Improvement Charge (WSIC) is represented as necessary as a
“solution” for infrastructure needs by those supporting it, but will it skew limited resources
toward the collection components of systems and away from treatment plants? Does WSIC
promote or hinder integrated and comprehensive asset management? In addition, AEA would
like to better understand the connection of this proposed mechanism to the regulated utilities’
business objectives, such as maintaining credit ratings and paying out dividends. Regulated
water/sewer utility annual reports identify strategies associated with “tuck-in” acquisitions and
reducing regulatory hurdles. Newly acquired systems with extensive capital needs present rich
opportunities for revenue enhancement for investor-owned utilities. Our concern Is that WSIC
will be one more in a series of regulatory modifications that tilt the playing field in favor of
privatization.

We appreciate the opportunity to participate in this stakeholder process.

Very truly,

Tri i

Margaret N. (Peggy) Gallos
Executive Director, AEA
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Seplember 6, 2018

Via Email

Aida Camacho-Welch, Secretary

New Jersey Board of Public Utilities

ATTN: BPU Docket No. WX19050614

44 South Clinton Avenus, 3™ Floor, Suite 314
Trenton, New Jersey 08625-0350

Re:  UM/O the Proposed Amendment to N.J.A.C. 14:9 Wastewater (Sewer) System
Improvement Charge — Docket No, WX18050814

Dear Secretary Camacho-Welch:

By way of Notice dated August 16, 2019, the New Jersey Board of Public Uliliies ("BPU") invited
interested parties to comment on extending the existing Distribution System Improvement Charge
("DSIC"), a regulatory mechanism which incentivizes water utilities to accelerate the lavel of investment
needed to promote the timely rehabilitation or replacement of certain non-revenue producing critical water
infrastructure, to investor ownad wastewater utilities,

New Jersey-American Waler Company, Inc. and Environmental Disposal Corporation (collectively, "New
Jersey-American Water® or the “Company”) walcome the opportunity to provide comments regarding the
proposed modifications to the BPU rules as they pertain to a potential Wastewater (Sewer) System
Improvement Charge ("WSIC").

The Company has been succassful in utilizing the DSIC to accelerate the replacement of its aging water
infrastructure in a systematic, responsible and cost-affective way. The availability of timely cost recovery
to support its replacement program gives the Company the ability to plan and manage the consistent
deployment of Company and contractor resources to more efficiently and effectively attain and maintain a
replacement program that better serves the long-term interests of customers, Through the proposed
WISC, the Company seeks o do the same: accelerate the rate of investment to replace its aging
wastewaler infrastructure in a systemaltic, responsible manner that addresses the long-term replacement
needs of the system in a cost-effective way. Tharefore, the Company supports promulgation of the WSIC,
as detailed further herein, and welcomes the opportunity to participate further in this process,

I THE NEED FOR THE WSIC

Approximately seven years ago the BPU recognized that if water utilities were to continue to provide safe
and rellable service over the long-term, they would need 1o devote more resources to the rehabilitation
and, where necessary, replacement of their aging water distribution systems (infrastructure) to improve
water quality, water pressure and service refiability,
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The challenges facing the wastewater utilities are no less daunting. In its 2017 Report Card for America’s
Infrastructure, the American Society of Civil Engineers ("ASCE") assigned grade of "D+" to the siale of
the country's wastewater facilities’: a grade made even more alarming when you consider that it is the
same exact grade it assigned to wastewaler infrastructure in its 1998 report card nearly twenty years
ago.? As the ASCE states in its report, “wastewater treatment planis are the most basic and critica!
infrastructure systems for protecting public health and the environment . . . It's expected that more than
58 million new users will be connecled to centralized treatment systems over the next two decades,
requiring at least $271 billion to meet cument and future demands,

Like the DSIC, the WSIC would recover the fixed costs (.e., depreciation and pre-tax return) of certain
revenue-neutral {i.e., non-revenua producing, non-expense reducing) collection system improvement
projects completed and placed into service between base rate cases, Efigible plant investment should
include sewer line replacement or rehabilitation, including structural and non-structural lining projects,
grouting and sealing of pipeline joints, laterats, manholes, it stations and pumps, force mains, smoke
testing and camera inapection of collection system pipelinas and manholes, main trunk lines and latesal
relocalions stemming from coordination with govemment autherities (‘Eligible Property™).

i BENERTS OF THE WSIC

As the DSIC has done, the WSIC would provide New Jersey-American Waler with the resources to
accelerate the replacement of aging infrastructure, to comply with evolving regulatory requirements and to
develop and implement solutions to regional wastewater issues.

Establishment of the WSIC would enable wastewater utilities to address, in an orderly and
comprehensive manner, the problems presented by aging wastewaler systems. The resuling work will
have a posilive effect upon service reliability and quafity. Further, more timely cost recovery will provide
wastewater utilities the financial flexibility to accelerate the pace at which these projects are undertaken
and completed.

New Jersey-American Water has always made, and will continue fo make investments in its wastewater
infrastructure to provide safe and reliable sewer service to our customers, However, the necessary rate
of ongoing infrastructure investment to provide safe and reliable service is not the same as the optimum
rate of infrastructure investment that best serves the long-term interests of the Company’s customers.
For example, when there is a braak in wastewaler system Infrastnicture, it is “necessary” — a must - that
the Company make the repairs. But it is “optimal” to replace infrastructure at a rate that mare closely
matches the estimated useful life of the respeclive assets.

From the perspective of long-lerm sustainable customer service and sewer rates, replacing pipes that are
near the end of their useful lifs in @ systematic, responsible manner now will result in lower costs o
customers over time rather than waiting to repair and replace pipes as they break. Planned pipe
replacements are much less costly on a unit cost basis than are the costs of increasing plpe breaks, with
the attendant service disruptions, health risks from potential sysiem overflows, property damages,
community health and economic development opportunity costs, and the steep increase in future pipe
replacements resulting from prior deferrals.

The WEIC will also affect effluent quality, conservation and sustained economic growth. The WSIC will
accelerate and create a consistent program for work that will aid in reducing inflow and infiltration (1317
from rainwaler and groundwater. In areas of high I&1 concerns, New Jersey-American Water and other
utilities will be able to proactively conduct investigations and implement sewer lining and replacement.
Reducing 181 creates a more efficient conveyance system and aids in water conservation because il
reduces the amount of groundwater that seeps into these systems. 18! can lead to system overfiows




Aida Camacho-Welch, Secretary
September 6, 2019
Page 3 of 11

because the system has less room for the wastewater that needs to be treated due o outside water
taking up spaca within the system, While the Company meets ail regulatory requirements, wastewater
systems with high (&1 may not meet New Jersey Department of Environmental Protection requirements
for dealing with efluents (BOD or suspended solid reduction goals) because inflowing water dilutes the
wastewaler before it is treated. 18 also results in more wastewater being treated than is necessary,
which can result in higher costs to customers. The implementation of a WSIC can also result in the
reduction of leaking sewers (exfiltration), which can have detrimental environmental impacts given the
waste products that are conveyed in these pipelines.

Like the DSIC, the implementation of a WSIC will also result in the creation of jobs. A July 2010 report
prepared by the Bloustein School, in the context of a broader research initiative, found that increased
utifity infrastructure investment would produce posilive economic impacts to the State of New Jersey,
including job creation. See, for example, “Economic Impact of Energy Infrastructure Investments*

Rutgers Bloustein School, July 2010. It is also anticipated that another economic banefit is increased
state and local tax revenues. /d.

. RSEY-A WATER"

New Jersey-American Water owns and operates 7 slandalone wastewaler collection systems and 20
wastewater collection and treatment systems in 11 counties across the State of New Jersey, serving
approximately 50,000 customers and a population of approximalely 150,000 people, as well as bulk
municipal customers. Provided in Table 1 is a list of all wastewater collection and treatment systems
owned and operated by New Jersey-American Water.

Table 1 - List of Wastewater Systems

Customer

System County Conanections
Ramapo River Reserve Sewer System __Bergen County 387
Homestead Sewer System Burlington Couaty 1,273
Mapleton Sewer System ___Buslington County 920
Haddonfield Camden County 4,277
Mount Epheaim Camden County 1,755
Avalon Countey Club Sewer System Cape May County 208
Ocean City Sewer System Cape May County 15,570
Camelot Elk Gloucester Couanty 55
Brass Castle Sewer System Hunterdon County 69
Crossroads at Oldwick Sewer System Hunterdon County 75
Fawn Run Sewer System Hunterdon County 51
Glen Meadows/Twin Oaks Sewer
System Hunterdon County 56
Lookout Pointe Sewer System Hunterdon County 58
Potteroville Sewer Sysiem Hun¢erdon County 108
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Customer
System County Connections
| Village Square Sewer System Hunterdon County 39
Adelphia Sewes System Moamouth County 3,868
Beacon Hill Sewer System Moamouth County 464
Country Oaks Sewer System Morris County 168
Four Seasons at Chester Sewer System Mosria County 120
Jefferson Peaks Sewer System Morris County 396
Morris Chase Sewet System Morris County 268
Deep Run (Jensens) Sewer System Ocean County 244
Lakewood Sewer Syatem Ocean County 15,246
Eavitonmental Disposal Corporation Somerset County 5,396
Hillsborough Chase Sewer Sysiem Somerset County 104
Hawlk Pointe Sewer System Warren County 122
Port Colden Mall Warren County 1
Grand Tatal 51,292
A. Eligible Property

An inventory of all Eligible Properly is provided i
Geographic Information Systems (‘GIS"
('EAM") Program. Wastewaler assets, such as collection
located and attributed with critical inform
used fo assist in identifying types
fram GIS, paper maps, consultant studies, and other a
recently acquired systems, there is limited inform:

) as the spatial com

mains, manholas
ation about New Jersey-American
and age of Eligible P

itionally, for some
properties. For each system, all

n Table 2, below. New Jersey-American Water utilizes its
ponent of its Enterprise Asset Management

, and lift stations are spatially
Water systems. GIS data was
roperty. To supplement any missing data derived
pplicable data are utilized. Add
ation on the wastewater

data sources were analyzed, and the best available information was used to quantify the types of efigible
property.
Table 2 - List of Eligible nge?_by_sEt_cﬂ .
Gravity | Force Minimum | Maximum | Median
Main Main Life Treatment |  Instal} Inswall lnstall
System County (LF) (LF) | Manholcs | Stations | Plants Dase Date Date
| Adefphia Scwer System | Monmouth | 169347 | 7544| 4 1 1/2/1972 | 12/7/2015 | 17171994
Avalon Countey Club T
Sewer System Cape May ATIB | 1518 41 1 1 1/1998 [1/1/1998 | 1/1/1998
[ Beacon Hill Sewer
em Monmouth 24736 | 2460 137 3 1 1/1/1999 | 1/1/1999 1/1999
Brass Castle Sewer
| System Hunterdon | 10452 | 2,924 n 0 1 1/1/1989 | 1/1/1989 | 1/1/1989
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Table 2 - List of Eligible Prope System_
Gravity | Force Minimum | Maximum | Medisn
Main Main Lit | Treatment | Inaall Install Install
| System County | (LF) | (LF) | Manholes | Stations | Plants Date Date Date
Camelot Elk Gloucestet 5,056 3,924 29 0 1 T/1/2018 | 12/1/2016 | 7/1/2018
Country Osks Sewer | - s T
Morris 8,747 4,677 49 1 1/1/1997 | 1/1/1997 1/1/1m
Crossroads at Oldwick
Sewer Hunterdon 2,344 3,950 12 3 1 1/1/2003 1/1/2003 1/1/2003
Decp Run (Jensens)
| Scwer System Occan 10499 58| m 3 1 Y1/1992 | 1/1/2000 | 1/1/1996
Eavironmental
| Disposal Cocporation Somersct 182,772| 18 1,190 3 1 1/2/1982 11/2/2002 | 1/1/1992
Fawn Run Sewer
System Hunterdon 3,509 819 3 0 1 1/1/1995 | 1/1/1995 1/1/1995
Four Scasons at " 0 2 ‘ . "
Chester Sewer Motris A4 1/3/2004 | 1/1/2004 1/1/2004
Glen Mesdows/Twin
Oala Sewer System Hunterdon | 5,854 ol 2 0 1 1/1/1995 | 1/1/1995 | 1/1/1998
Haddonfield Camden 240,646 9, 1,006 6 1 1/2/1905 | 7/28/2018 1961
Huawk Painte Sewer
tem Wamen 10,468 3,720 66 4 1 1/1/2003 | 1/1/2003 1/1/2003
Hillshorough Chase
Scwer Sysiem Someract 14,154 465 27 0 1 1/1/2005 | 1/1/2005 1/2008
Homestead Scwer 153 . oy i i
tem B L] 1)) 1 1/1/1 12/22/2016 § 1/1/19%
e etk Bower 27 18641 152 1 1 2007 | 1/3/. V
tem Morris 1 1/1/2007 1/2007
Lakewood Sewer
tem Ocean 696,414 | 40,997 3,438 20 0 1/1/1950 5/23/2019 1/1/1984
Lookout Pointe Sewer o
System Honterdon 1,095 5,040 3 1 1 1/2006 | 1/1/2006 1/1/2006
Mapleion Sewer
System Budington | 42048 | 223821 22 4 1 V1/1998 [1/1/1998 | 1/1/19%8
Morris Chasc Sewer
| System Marris 20856) 5244 160 1 1 1/2005 | 1/1/2005 |1/ 1/2005 |
Mount Epheaim Camden | 94,654 | 39491 a2 2 1 n/a n/a n/a
Ocean City Scwer
| Sywicm CapeMay | 433933| 5468 117 13 1 1/1/1910 15/31/2019 | 3/1/1964
| Port Colden Mall Warren 0] 1532 4 2 0 a/a n/a n/a
Pottersvilie Sewer - - . n ’
System unterdon 65 1 1/1/1995 | 1/1/1995 1/1/1995
Ramspo River Rescrve
Sewer System Bergen 25594| 20| 7 2 1 1/1/2004 _|1/3/2004 | 1/1/2004
e re Sewer
m"&msq“ Huuiendon 3274 | 838 0 0 1 8/4/1995 |8/4/1995 | 8/4/1995
Grand Total 118,99 | 152,760 | 10,115 78 25
New Jersey-American Water owns the following types of sewer collection sysiems:
Gravily: In a gravily collection system, customer service [aterals connect (o a sewer main usually
located in an alley or street. Sewer mains and collection sewer mains {also referred to as "trunk

lines”) form a branched network that generally follows street |

ayout and can be accessed from the
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street through manholes. Service laterals can be accessed through lateral cleanouts, generally
located near the curb line,

Gravity collection systems either convey sewage directly lo a trealment plant or to a iift station.
New Jersey-American Water owns the portion of the customer servics lateral from the sewer

premises. New Jersey-American Water owns 2,118,996 linear fest (°"LF") of gravity main and
10,115 manholes. Gravity main and manhole material generally depends on installation date,
Newer mains are polyvinyl chioride (*PVC") and older mains are mostly asbestos cement ("AC")

or vitrified clay ("VC") pipe. Newer manholes are pre-cast or cast in place concrete and older
manholes are brick.

Force Main: A force main is a pressurized discharge pipeline from a lift station. A force main
pipeline may contain in-line flow meters, valve vaulls, air and vacuum release chambers (all of
which are integral components of the sewerage system and should be included as Eligible
Property). Force mains can convey sswage directly to a treatment plant or to a manhole in the
gravity system.

New Jersey-American Walter owns and operates 78 [ift stations and approximately 162,760 LF of
force main. In general, force main material is cast iron for older Pipes. and ductile iron or PVC for
newer pipes,

Below is a graphical representation of the various pipe materials:

Setyel luwitins

Tot o

Toisl

400}

B. The Con fN -Amer Water's W,

The condition of New Jersey-American Waler's wastewaler System varies, depending on age, material,
local conditions and quality of initial design and installation. Some collection systems require significant
capital investment to maintain safe, efficient and refiable service for exisling customers. The condition of
the wastewater systems acquired by New Jersey-American Waler has varied but all require significant
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capital investment over the jong-lerm. Haddonfield, Ocean City and Lakewood are the three oldest
systems with median install dates of 1961, 1964 and 1984, respactively.

1. Aging Mains

Depending on pipe material, the average service life of a sewer main is approximately 75 years. Eleven
percent of New Jersay-American Waler's sawer mains are more than 80 years old. Twenty-one percent
of New Jersey-American Waler's mains have an undesignaled age; however, given their geographic
locations in Lakewood and Mt. Ephraim and the age of those systems, it is hypothesized that most maing
with an undesignated age are more than 80 years old. Thus, more than 32% of New Jersey-Amertican
Water's sewer mains are more than 80 years old and likely past their average service lives. Further, 19%
of New Jersey-American Water's sewer mains are within the 50 to 70 year age range. Combined, more
than 50% of NJAW's sewer mains are more than 50 years old.

Additionally, over the past § to 10 years, New Jersey-American Waler has conducted comprehensive
planning studies ("CPS") for portions of ils wastewater system, including Ocean City (2012), Lakewood
{2017) and its small wastewater systems serving approximately 5,000 customers (2015), Those CPS's
have identified critical issues with aging and deteriorating mains impacting New Jersey-American Water's
system. For example, Ocean City's sewer collection system includes about 78 miles of gravity main of
which 26% are AC and 35% are VC. There are about 20 miles of AC mains and about 27 miles of VC
mains localed throughout the Ocean City system, as shown on the map below.

AC_sngd_VC_maln
Material

—— AADeUOLC PME™
— Rt ClayPrpe

25l s ') 4.250 Pewi
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replacements had an estimated cost of $2,180,000, and recurring replacement of AC and VC mains had
an estimated cost of $5,000,000 a year, for the same time period and likely longer.,

To date, New Jersey-American Waler has only replaced a small percentage of Ocean City's AC and VC
mains due to other compeling infrastructure priorities across the system. Atthe same lime, New Jersey-
American Water knows thal aging mains lead to higher break rates. Based on available multi-year sewer
mmain break rate data, the Ocean City system has the greatest break rate of 1.45 breaks per mile, per
year. Lakewood is the next highest with 0.21 breaks per mile, peryear. In both of these systems, cast
iron pipe, whether lined (as in Lakewocod) or unlined (as in Ocean City), experiences more breaks than
other sewer main pipe malerial, such as VC pipe or PVC. In fact, Lakewood and Ocean City have
approximately six cast iron lined pipe breaks per mile, per year.

Sewer main breaks are disruptive to the system and to New Jersey-American Water's cuslomars, even
more so than water main breaks, because they can lead to sewage in streets, homes and basements.
From the perspective of long-term sustainable customer service and sewer rates, replacing pipes that are
near the end of their useful life in a systematic, responsible manner now will result in lower costs to
customers over time than waiting to repair and replace pipes as they break. As explained above, planned
pipe replacemants are much less costly on a unit cost basis than are the costs of increasing pipe breaks
and the attendant issues associated with reactive repairs and replacement.

2, Inflow and Infiltration

Aging infrastructure has also resulted in significant 1&1 from rainwater and groundwater. &1 has been a
problem for several of New Jersey-American Water's wastewater collection systems,

1&1 has multiple causes, many of which are refated to aging infrastructure. Rainwater inflow can enter the
wastawaler collection system in various ways, such as storm sewer cross connections, uncapped
cleanouts, below-grade manhole lids, or roof drain cross connections. Groundwater inflow can enter the
collection system through cracks in sewer pipes, faulty lateral connections, cracks in manhole walls, or
deteriorated pipe joints. Groundwater can also anter the collection sysiem through broken service
laterals, root intrusion into a lateral pipe, or cracks in the walls of customer-owned grinder pump pits,
While customers are responsible for maintaining the customer-owned portion of the service lateral, New
Jersey-American Water is responsible for maintaining the portion of the service lateral from the sewer
main to the customer-owned service lateral at the edge of the right-of-way or actual properly line,

During dry weather conditions, the impact of I& varies. Some coflaction systems have minimal impact
from I&1 during dry weather, while others experience high 1&I even in dry weather conditions. For
example, a collection system with a high-groundwater table can be significantly impacted by infiltration in
dry weather conditions. A good example of this is the high tidally-influenced waler table in Ocean City that
can contribute to street flooding during extreme tidat events.

in wet weather conditions, the impact of 181 is amplified. Flow entering a wastewater treatment plant can
increase significantly due to the influx of groundwaler, rainwater, and/or snowmelt from leaking manholes,
laterals cleanouts, roof leaders and sump pumps. This may cause a sanitary sewer overflow ("SSO”) to
occur if flow exceeds the plant’s peak hydraulic capacity. Similarfy, lift stations can become hydraulically
overloaded if the inflow of sewage mixed with groundwater and rainwater exceeds the pumping capacity,
causing raw sewage to be released to streets or a local waterway. In addition, the Influx of rainwater and
groundwater can fill up pipes and manholes in the collection system, causing manhole lids to be lited and

raw sewage to be released into the environment. Hydraulically overloaded pipes and manholes can also
cause sewer backups into homes and businesses.

Callection system issues and high J&I were identified at four of New Jersey-American Waler's smail
wastewaler systems in is 2015 CPS: Glen Meadows, Brass Castle, Poliersville, and Ramapo. Projects
were developed for these systems to either identify the source of the I1&I, address known issues
contributing to 1&1, or mitigate the effects of 18, These projects address |8 issues by eliminating the
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source of 181 in the collection systems or installing process units, such as surge tanks, to minimize the risk
of overioading the treatment piants and keeping flows below treatment capacities. However, main
replacement/rehabilitation, lateral replacement and manhole rehabilitation is critical to eliminate 181 in the
future (for the useful life of the new main) and to serve the best interests of New Jersey-American Water's
cusiomers In the long term.

C. Competing Capitel Priorities

Unfortunately, routine raplacement of aging mains must compete with other critical infrastructure projects
throughout the system, as capilal is not limitless. The 2015 CPS for New Jersey-American Water's small
wastewater sysiems found that some of the facilities and equipment at the various wastewater systems
were in poor condition and/or were nol parforming effectively or efficiently. Condition improvements were
identified and categorized as either Priority A, consisting of high priority condition improvements, or
Priority B, consisting of lower priority general condition improvements that are necessary, but not within
the next five years. The total estimated cost for the Priority A projects from the 2015 CPS was
$8,530.000 and the total estimated cost for the Priority B projects from the 2015 CPS was $1,360,000.

Likewise, the 2017 Lakewood CPS concluded that from 2011 to 201 6, sewer loads in Lakewood
increased approximately 27% from 3.46 million gallons per day (MGD) to 4.41 MGD. Based upon
information from the township engineer and the Company's tracking of development, there is a potential
that sewer loads will increase to 8.79 MGD within the next five years and 8.57 MGD by 2031, To address
the increase in sewer loads, among other issues, the Lakewood CPS included recommendations for
Priority A (short-term) projects recommended for construction Prior to 2021 in order lo address top priofity
capacily, system reliability and operational efficiency at a cost of $17.5 milllon, and Priority B {fong-term)
projects recommended to addrass low priority system improvements within the next 15 years lo increase
system capacity at a cost of $18.5 million,

At the same time, the Lakewood CPS recommended recurring sewer main replacement at a rate of 1 mile
(1%) a year and recurring manhole replacements at a rate of 14 manholes (0.5%) a yeaer at an estimated
cost of $1,800,000 per year. Likewise, the Ocean City CPS pricritized main replacement at an estimated
cost of $3,310,000; second and third priority main replacements at an estimated cost of $2,180,000; and
recurring replacement of AC and VC mains at an estimated cost of $5,000,000 a year. However, while
this level of replacement is recommended, it is not necessary, and New Jersey-American Water has not
and cannot implement those recommendations given the competing capital priorities that are

lo provide safe and reliable service lo its customers. See Table 3 below for the Company's level of
investment in Eligible Property over the last five years.
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Table 3 - Investment in Eligible Property from 2014 through 2018
Eligivle Property : 2014 2018 2016] 2097 Qn‘thﬂd
Manhole 362 731,670 641800 444,849 203947 2,464,646
Pipe and Fittings-10" Structursi Uining{CIPP} _29 13,739 | 4471 lin 59,654
Pipe and Fittings-12" Stryctural Uning(CIPP 1 42 1 442
Plpe and Fittings-6" Structural Uning{CIPP) $3.313 53,913
Plpe snd Fittings-PE 1 _158 _158 |
Pipe and Fittings-PvC 4* 29 15,360 15,389
Pipe and Fitings-PVC 6" 1,388 1,388
Pipe gnd Fitings-PVC 8" {2,273 Qggg“ 1457812 ] 1452558 |
Pumping £qutoment L7031 2619494 2927¢64] 52034841 319.172] 6389069
Service Une - Castiron 12” 42,755 42,755
ervice Lne - Cast Iron 2* H 5
ne - Castiron 3° 1 (]| 5942 5,942
cg Ling - Cast iron 4” 10,228 4 10,232
Service Uine- Castiron §* {329 29
Servicg Une - Ductila iron 12* 1 1
prvice Une - Ductile Iron 3° 1 457 458 |
wvice tine - Ductile Iron 4™ 12 123 |
wvice Line - Ductile iron B* 1,108 112 1,220
service Line - HOPE 4" 14,678 2,836 17,514
Service Line - HDPE 6* 1) 0
service ne-PB 1-1/4" [543) {543)}
ervice Une. PE1-1/4" 64,968 64,968 |
ervice Ling - P 0* 14,385 205 1,235 | 15,825
service tina - PVE 2* 2,780 12,477 _2182| 19439
Servi nes. PYC 3" 208 (Fi]] 206
Servics Une - PVC 4° £64539 | 42500241 2328564 | 1,755872 { 1269.688 [ 10771787
Service Une - PVCE° 2468311 1,081,077 | 1548564 | 1690488 | 1,067,885 | 6334845
Service Line - VT 8° So01d ssuil 27338 83,531 |
Valve S41 1324
2,102 2,102 |
WW Plant Sewers 118467 2668 13026 6 141,058 |
blank
_ 2573004 | 8183956 ] 4 9 4 | 29,154,973 |

Replacing aging main al such a slow rate hardly puts a dent in the overall mains that need to be replaced
lo achieve a more optimal level of service. Under the current plan, it will take New Jersey-American
Water decades to gel ahead of the curve, while the potentlal risk of S50's, blockages and environmental
impacts continues. And the compaeting capital priorities will only increase as New Jersay-American Water
completes its CPS's for other paris of the wastewater sysiem, fike Haddonfield, Adelphia, EDC and Mt.
Ephraim, which the Company recently acquired under significant capital investment commitments.

v, T R AR

Although the focus of these comments is on the need for the WSIC, and New Jersey-American Water
intends to file additional comments in the future regarding the elements and operation of the proposed
WSIC, the success of the program will depend on the ease of implementation and appropriate customer
safeguards. Proposed elements of the WSIC rules include the efimination of the pre-approval of projecis
currently existing under the DSIC in lieu of a prudency review in connection with the surcharge filing,
removal of the base spend requirement, and the implementation of a 7.5% cap based on the number of
WSIC eligible projects. Additionally, customer safeguards could include annual reconciliation, customer
notice, and WSIC reset {o zero upon application of new base rates.
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V.  CONCLUSION

New Jersey-American Water supports promuigation of a WSIC. Such a mechanism would enable the
Company to accelerate the rale of investment to replace its aging wastewater infrastructure in a
systematic, responsible manner that addresses the long-term replacement needs of the system in a cost-
effective way. We appreciate the opportunity o comment on this Initiative and welcome future
engagement as the process continues,

Respectfully submitted,
Christine Soares
Corporate Counsel

cc Service list (via email)
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L. Governor

Seplember 6, 2019

Vig e-mail and hand delivery

Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue, 10® Floor
P.O. Box 350

Trenton, NJ 08625-0350

Re:  I/M/O the Proposcd Amendment to NJAC 14:9
Wastewater (Sewer) System Improvement Charge
BPU Docket No.: WX19050614

Dear Secretary Camacho-Welch:

Please accept for filing an original and eleven capies of the Division of Rate Counsel’s
(“Rate Counsel”) comments in connection with the sbove-referenced matter. Please dale stamp
the additional copy as “filed” and return it in the enclosed, self-addressed, stamped envelope,
Thank you for your consideration and attention to this matter,

Background & Applicability

By notice dated June §, 2019, the Staff of the Board of Public Uilities (“Board Staff")
initiated a stakeholder process to discuss proposed modifications to several aspects of the
Board’s water and wastewater regulations. By subsequent notice dated July 8, 2019, Board StafT
invited interested parties (o a meeting on July 23, 2019, to discuss whether there is a need for a
Wastewater System Improvement Charge (“WSIC™) for regulated wasiewater Systems equivalent
to the need addressed by the existing Distribution System Improvement Charge (“DSIC™). The
DSIC is a regulatory mechanism that creates a financial incentive for water utilities to accelerate
investment in the rehabilitation or replacement of ceriain non-revenue producing water
infrastructure. The intent of the proposed WSIC would be to provide a mechanism allowing
regulated entities to accelerate the recovery of investments in qualified wastewater infrastructure
improvements,

There are cleven regulated wastewater entities in New Jersey. New Jerscy American
Water, Aqua New Jersey, SUEZ Water New Jersey and Middlesex Water Company all own
small wastewater systems. Ulilities Inc. owns a small system in Sussex County, the Montague
Sewer Company. Atlantic City Sewerage Company is an independent system as are Mount

Olive Villages Sewer Company and Andover Utility Company. The last two are essentislly
1
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Olive Villages Sewer Company and Andover Utility Company. The last two are essentially
developer systems and Andover has no collection network assets, Eaglier this year, Village
UﬂlityLLCcameinmaxistencemmvleeasmaudwelopmeminSmTowuhip.
Wastewater service is more commonly provided by publicly-owned entities such as municipal
sewer departments or municipal or county utility authorities. These public entities are not Board
mmﬂmdmdaWSlCnﬂewmhavemimpmonﬂmeumgtﬂmdmﬁﬁesmﬂuinmu
they may or may not make. Given memnkeupoftheregulaledoommmitynnd its small scope, it
is likely that a WSIC would have little overall impact on infrastsucture in New Jersey.

We have had several years of experience with the DSIC. The DSIC has been in use for
over eight years since the initial rule was adopted on May 1, 2012, The DSIC was intended to
aﬂowallmuﬁﬁﬁuaninmﬂvetomcelmmemﬁinmenuindistibnﬁonsystcm
asset renewal. Thnnﬂereeognizedtheueedforanmbaw&lerhmemﬁlingandrequim
theuﬂﬁtymoveﬁngmd«themlewﬁleforabasemcmewmm For a host of
reasons, only four water companies (New Jersey American, Aqua New Jersey, Middlesex and
SUEZ Water NJ) ever filed petitions to utilize the DSIC rule. More recently, both Middlesex
Water Company and Aqua New Jersey have stopped the use of the DSIC leaving New
Americen and SUEZ Water New Jersey as the only entities recovering under the DSIC. None of
the smaller water utilities use the DSIC. EvenPinelnndszCompany.whichisownedby
Middlesex, has not used the DSIC mechanism. We expect that the use of a WSIC will be similar
andthntsuchanﬂewouldonlybeneﬁtNemeeyAmeﬁcmmdSUEZWMNJ. Indeed, at
the recent stakeholder meeting, Atlantic City Sewer Company and Middlessx Water indicated it
was unlikely either would utilize a WSIC mechanism.

Regulatory Structure

Boardregulntedwatumdseweruﬁﬁﬁuopemmduamtebasemeofm
regulatory mechanism in New Jersey. 'memilityisallowedtorecominmupmdmdy
incurred capital investments for which their shareholders are allowed an opportunity to eam an
appropriate rate of return. The principles under which the rate of return is determined are well
established in the landmark U.S. Supreme Court cases, Federal Power Commission et al v. Hope
Natural Gas Co. (“Hope"), 320 U.S. 591, 603 (1944) and Bluefleld Water Works and
Improvement Co. v. Public Service Commission of West Virginia ("Bluefield”), 262 U.S. 679
(1923),

In addition to Hope and Bluefield, the Board’s Order in Inre: Elizabethtown established
parameters for the inclusion of certain investments completed and placed in service aftes the end
ofmeTmYearinmwsmbﬁsbdinabasemeprweedhg. Until the adoption of the DSIC in
New Jersey, water and sewer utilities recognized that all capital investments needed to be
organizedmdmtdﬁnmdwimbmmﬁlingsmdlheexeepﬁmdlowedunduln_rg
Elizabethtown. WiththeadventofﬂleDSIC,adistotﬁoninﬂnislevelofplmhgwascmted
allowing accelerated recovery of qualified water distribution System investments. Essentially,
the DSIC provides a preference for qualified distribution investments over other investments
made in classes of utility plant not eligible for DSIC treatment. A utility is able to begin
recovering its rate of return and depreciation on qualified distribution investments within at most
six months afier the project is completed and placed in service. Non-qualified investments for
items like treatment plant improvements must be coordinated with rate case filings to ensure
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timely recovery, as has always been required. For those utilities not using the DSIC, there may
bealaginthestnrtofrateofremmanddcpmiaﬁonmoverybeyondthesixmonthspmvidad
by the DSIC mechanism., The timing differences created by the DSIC rule produces an incentive
to allocate investment dollars to qualified distribution improvements rather than to other non-
qualified plant improvements,

The DSIC rule gives an incentive to the sharcholder by reducing the potential regulatory-
lagbetwecnthemommtinﬁuwaqualiﬁedDSlCinmnnentismanizeduusedmduuﬁﬂ
plmua:udthetimethatmeofrehunanddepreciaﬁonmcoverybegins. If one assumes that only
upitaliummtslhatneedtobelmdeﬂakanmdone(i.e.,themilityismtaeeelemﬁng
invem:emsinqualiﬁedplantonlytoboosteamingspershare),theDSlCmovidulitlletono
long-term benefit to ratepayers. Under Hope and Bluefield or [n_re: Elizabethtgwn, the
shareholderwillbeeompensatedatafairmeofreunandmoverhisorherpmdmﬂyiuunmd
investmentinutilityplnntandmepayemwillseetheeﬂ’ectofthisinthepuiodicadjmtmentsin
rates authorized by the Board. meDSlConlydetermineswhanﬂ:isbegimforasdectgmupof
investments,

We believe that a potential WSIC rule will create the same distortions in plant investment
planning and implementation. A WSIC that allows for surcharge rate adjustments every six
montlu,liketheDSlCnﬂe.wﬂlaeateamfuemformaldngupimlinwinqmﬁﬁed
sewer collection system projects for entities opting to utilize the WSIC rule, Again, it is our
opinion that a WSIC mlewillonlybemedbyNewJersey American and possibly, SUEZ Water
NIJ. WehweeveryexpectsliontlmNewJemyAmeﬁmandSUEZWamNJwillinfact
mdmkethosemmmﬂecﬁonsymmimmvmumdedmmiminsa&,deqm
mdmoperseviumﬁlhﬂiheﬁshmholdeuvﬁllbeadeqwdywmmwdmmeeﬁsﬁng
regulatory framewark. There is no need to distort this framework to drive investments toward
linﬁtedclassesofseweruﬁlityplantmpulyandmyﬁomothaclasses. At the end of the
day.shmhohmwﬂlmom&emﬂmmmduﬂmof!he&prﬁminmmwwiﬂwma
WSICandmepaymwillseeme&minmmmmmmmewilhmmmudmﬂyimmﬁ
investments,

WSIC Ouslified Projects

Ifthe Board adopis a WSIC rule, we believe the scope should be limited to improvements
to sewer collection system assets. Well-designed programs for improving wastewater collection
systems will focus on the long-term serviceability of sewer collection mains, utility-owned
servicelateralsandmanholuinamyﬂntallowsfortbemewalandrepluemmofdme
assets onaeomistentschedule.ovety, many years, A well-managed program will resultin g

* Significantly, despite a decrease in potential regulatory lag and more certain recovery, under the
existing DSIC shareholders receive the same Retum on Equity as if the investment was made
under the traditional rate base rate of return regulatory mechanism,
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ﬂwnﬂeisnotencoumgingpoormmagemempmgrams. We believe that this should be limited
to investments in three primary plant Bccounts: Aecgunt No. 320 -~ i i

and Accessories; Account No. 321 - €

ACCeSSories:

large interceptor mains (Account No. 322) or improvements to Pumping Plant (Accounts 330 to
333) or Treatment Plant (Accounts 340 to 353), While investments in these other units of
property may be significant, mesepmjec!sdonotoecurmuﬁnelytotheextentobscwedin
Accounts 320, 321 and 323,

hmldngﬂﬁsmmmendaﬁon,wemammpﬁngtopmllelthebsw Rule, which
requires a foundational filing and is limited to water distribution improvements. In the DSIC
rule.uniuofplamﬂm“unmdandmplueimhmdisﬁbudmmﬁns,&chydmm
service lines are qualified for DSIC rate treatment. Investments such as pump stations are not.
We believe that similar logic should apply to a WSIC Rule and that rate treatment should be
limited to similar undertakings in wastewater systems, if in fact the Board adopts such a rule.

Base Spepding

AﬁmdnmentaleomepthehindtthSICm!eisthntuﬁlitiuusingthemleshouldbeable
mdemnmmmqhminﬁumlumedianMemm“an
hvelofspending.lnmeDSlCnﬂe,ﬂwbmspendingamomtismhwdtomemnua!
depreciation expense for the qualified classes of water utility plant. The same approach should
be taken here. InﬁeproposedWSlC,abasespmdingamongshouldbesetntheanmallwelof
depreciation for the Accounts 320, 321 and 323, as reported in the wastewater utility’s most
mtmuﬂuponwtheBOMdntheﬁmeﬂ:eFoundaﬁonalFilingissubmim Also, as in the
DSICmIe,awaslewateruﬁ!itylhﬂfaﬂshmeetihbmspmdingoblignﬁonmamm
month period should be obligated to credit customers. Finally, as in the case of the DSIC, the
mquindbasesperﬂingwillnotbereeoveredtlu'oughtheWSIC.

Nexus to Rate Case

AsintheDSICR.nle.thuemustbeamustoaratecaseaudthesmnethme-yearlimit
should be used. SurchargemtuimplemdunderﬂzeDSICRulemlempowymdsubjectw
refund. So should any WSIC rates, Itisimportantforlthoa:dtomntbeabililywreview
lhepmdmcyofinveshnenismndeandonly allow full base-rate recovery to be allowed after a
thorough review of the investment, as would be possible only in a full base rate proceeding,
Failure to provide foramustoaﬁmelyratecasecanlu«dwmleevideneewben
reviewﬁml!ycomesandwithtoomuchtimebetweenmeusu,nuﬁlitymaybewetwning
for a period of time. 1t is possible that some, but not all WSIC-qualified investments would have
a beneficial impact on operating expenses and it is important to review these projects
periodically to be certain that ratepayers benefit from any of these improvements,

Moreover, a three year requirement is necessary to comply with the requirement of an
“umbilicalcord"toaratecasemandmdbylheNewJerseySupremeCom M/O Proposed
: strial Sand Rates, 66 N.J, 12 (1974). Industrial Sands is the seminal
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decision regarding the establishment of interim rates under the “negotiation statute,” N.J.S. A,
48:2-21.1, which provides the authority for the Board to allow for interim rates.

Tuming to the velidity of the “negotiation statute” under these legal
principles, the Court held: The vital justification for the "negotiation
stmue"andmamblishedunderit,tempomﬁlybypasingthe
establishment of rate base and fair rate of retum, rests upon the legal
umbsilical cord which ties them to the anticipated eventunl determination
of these fundamentals; at which time the temporary rates, their legiti
having been validated, merge into the PUC judgment ordaining the final
rate structuse or, if end to the extent found to have been excessive, are
refunded to the consumers who paid them. Such interim relief pemits the
uﬁlitytoescapetheunfairmdsomeﬁnmconfnmtolyimpactof
"regulatory lag,” ie., the considerable time necessary for final
resolution....

Id. at 25.

Since that time, the Board has adhered to the requirement of such an “unimpeachable and
firm relationship™ between inlcﬁmmeincrusesinclaumandﬂnratemevalidaﬁngﬂm
justness and reasonableness of those rates. See, In re Redi-Flo Corp., 76 N.J, 21, 41 (NJ. 1978).
Thisisapwiﬂlymwwimmdminwﬁmmumwhmismproﬁdedfmmumam
utilities,

In 2006, the Board modified its regulations on Purchased Water Adjustment Clauses
(“PWACs") and Purchased Sewer Treatment Adjustment Clanses (“PSTACs") to explicitly
require the utilities to establish the nexus to a rate case by ensuring that the utility hed been in for
a rate case within at least 3 years of filing for an initial PWAC or PSTAC. See, N.JA.C, 14:9-
73,38 NLR, 1538(a). This provision was reviewed by the Board in its 2009 Order aflowing
Shorelands Water Company to file a petition fora PWAC. The Board reasoned:

-..Shorelands must have its rates tested in an appropriate rate-making
procedure. . .. One of the main purposes of the three year requirement in
the PWAC rules is to link the interim rates of the PWAC to a base rate
case so that, ultimately, the PWAC rates are reviewed in the context of a
base rate proceeding which creates a legal “nexus.”

gl 1IN

pROTEIAnas Wats any for g8 Waive; =,
) PU Docket No. W009020145 Order
Request. (May, 19, 2009) p.3.
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In 2008, an application was filed with the BPU by New Jersey American Water
seeking approval to accelerate the replacement of aging water mains. The Company cited
the need to replace nging water mains, and the critical need to do so to enhance safety,
reliability and water quality, D the Pet| : _




; (s bution Svstem [moprovement Charge. BPU
Docket No. WOO08050358 Order denying DSIC Petition and Instituting Stakeholder
Process, (Octaber 20, 1010). The company sought approval to recover its investments
through a Distribution Service Investment Charge (DSIC). Board Staff, through the brief
filed by the Atlomey General's office (“Staf"s DSIC Brief”), stated that the Board did
have authority under the negotiation statute, NJ.S.A. 48:2-21.1 (o order the DSIC, but
thattomsureeomplimwithlhatmwc,itshoulquuimtheConmyto“ﬂleam
case no later than three years from the date of o Board Order approving a DSIC...." See,
Initial Brief of the Staff of the Board of Public Utilities, i

BPU Docket No. WO08050358 April 17, 2009 at P

34 (see Attachment D). Staff understood the nexus requirement established in
mmmmmum“mmmuosmm
are scrutinized in  final hearing” |d, at p. 36.

While the Board did not grant NJAW’s petition, it proceeded instead 10 develop and

promulgate regulations to establish the DSIC. Consistent with its long-standing interpretation of

and Staff’s recommendation in the NJAW DSIC petition, the Board

included the three-year nexus requirement in the DSIC regulations. N.LA.C, 14:9-10.4(c) ("No

DSIC foundational ﬁﬁngshnllbenppmvedmlawatuuﬁlityhashndilsbasemmbythe

Board within the past three years.™) That provision was retained earlier this year when the Board
re-adopted the DSIC regulations.

Thus as in the DSIC Rule, a utility should be required to file for a base rale review once
every three years as a condition of maintaining the WSIC surcharges. Also, as in the case of the
DSICnﬂc,tthSICsmchargusbou[dbcmettomineachbmmteproceedlngas
completed projects are moved to utility plant in service and base rate recovery.

WSIC sod Effigent Ouality

Arguments have been made that a WSIC will improve efflusnt quality because
extraneous flow is eliminated from collection systems. The US Environmental Protection
Ageacy, the New Jersey Department of Environmental Protection, and the Water Environment
Fedmﬁmhavedladopteddmﬂedndumdglﬁdmumlhemmloﬂnﬂowandmﬁlmﬁon
(“1&I") in wastewater systems. Webdimthuitisimpomtforweﬂmmmdnﬁlitysystems
to comply with applicable rules and follow industry standards and guidance with regard to 1&1.
If investments are prudently incurred to do this, shareholders will be compensated appropriately
through the existing regulatory framework without a WSIC, Therefore, we believe that the
mmmamggmmmbemhnpmmemineﬁlmtqmﬁtyfolhmﬂw
implementation of a WSIC are hollow. If the utility is doing what it should with respect to 1&1,
the WSIC will not alter the outcome from a treatment and discharge perspective,

WSIC snd Jobs

Arguments have been advanced that the WSIC rule will increase employment in more
construction jobs. Here again, we believe this is a hollow argument. If the utility is doing what
it should 4o plen and implement prudent investments in all of its wastewater assets, a WSIC wil
at best shift investment dollars from non-qualified investments like pump stations or treatment




works to collecting mains and services. While there might be more jobs associated with WSIC
cligible pipe improvements, there likely will be fewer jobs associated with non-eligible pumping
and treatment improvements. Again, we must point out that the universe of utilities likely to take
advantage of a WSIC Rule is very small in the full context of wastewater utility service in New
Jersey. Mostservicaprovidmmpublicentitiuwhowillqotbeimputedhylhenﬂemdevm

WSIC investments limited to Account Nos. 320, 321 and 323 should also be limited to
projects that are not revenue producing. In other words, the WSIC should not apply to sewer
main extensions to service new customers. If this is done, it would be appropriate to use a
similar recovery mechanizm as that used in the DSIC Rule. Thet is, the surcharge should take

As in the case of the DSIC,webelieve-thatarwenmcapismmuryiftheBwﬂ
decides to adopt a WSIC, SimﬂumtheDSlc,meWS[CshonldbecappcdatS%ofthe
company’s wastewater revenues, however, unlike the DSIC, the cap should not reflect PSTAC
charges in this calculation. In the water calculation, PWAC charges have been normalized

100% of this company's purchased water expense, Byoontmst.PSTACchargesmmiqmto
each service area and reflect the local cost of purchased wastewater treatment services, It would
nmbeappmpﬁmmiuchdethmuvenuinthecalmﬂaﬁonofamhmgempdwmedm
moﬁdefortheinwﬁmmwryoﬂoealmllmionsymimpmmminvmmmt
all customers pay a consistent PSTAC.

Rate Counsel does not believe that a WSIC is necessary or warranted. The likely users of
a WSIC clause are limited and their sharcholders are adequately compensated for the
investments made in wastewater utility plant consistent with Hope and Bluefield, There is no
need to creale a distortion in how utility plant improvement projects are planned and
hnplementedmdnomnmal!erﬂnemﬂmwﬁmm#wdﬁveinvwmembwd
collection network improvements at the expense of deferred improvements in other areas,

Nevertheless, if the Board decides to move to adopt a WSIC Rule, some elements of the
DSIC Rule should be used as a guide. The WSIC should be limited to investments in Account
Nos. 320, 321 and 323 and only forthosepmjectsthatarenotmenueprodmiug. There should
be a base spending obligation equivalent to the annual depreciation expense for WSIC qualified
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plam accounts and the base spending should not be recovered in the WSIC surcharge, The
magnitude of the WSIC surcharge should be limited to 5% of company-wide wastewater
revenues, excluding PSTAC revenues, The implementation of a WSIC rate should be tied to a
base rate case and that nexus should be limited to three years, as in the case of the DSIC Rule.

Rate Counsel thanks the Board for the opportunily to submit these comments. Rate
Counsel reserves its right to offer additionsl, more specific comments at a future date, We nsk
the Board to make all partics’ comments publicly available, and (o set a future date for the filing
of a second round of comments this fall.

Respectfully submitted,

STEFANIE A. BRAND, ESQ.
Director, Rate Counsel

v Sv

Susan E, McClure, Esq.
Assistant Deputy Rate Counsel

SEM/ms

c: Brian O. Lipman, Litigation Manager
Debra F. Robinson, Managing Attorney — Water/Wastewater
Michael Kammer - Board of Public Utilities
Megan Lupo - Board of Public Ulilities
Howard Woods, ir. P.E
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August 9, 2019

Hon. Aida Camacho-Welch, Secretary

New Jersey Board of Public Utilities

44 South Clinton Avenue, 3rd Floor, Suite 314
P.0O. Box 350

Trenton, New Jersey 08625-0350

Re:  /M/O the Proposed Amendment to N.J.A.C. 14:9 Wastewater (Sewer) System
Improvement Charge
BPU Docket No. WX19050614

Dear Secretary Camacho-Welch:

On behalf of Aqua New Jersey, Inc. (“Aqua™ or the “Company™), enclosed for filing
please find an original and two copies of the Company’s comments regarding amendments to
NJA.C. 14:9 et seq. to create 8 Westewater System Improvement Charge (“WSIC™). Aqua
appreciates the opportunity to provide its views to the Board of Public Utilities (the “Board™) on
this important issue.

Comments

In recent years, the Boardhassoughttocreatecostrecoverymechanismsﬂmpmvidc
incentives fo public utilities to replace eging facilities and make needed infrastructure
investments to serve customers. The most established of these mechanisms is the Distribution
System Improvement Charge (“DSIC™), NJA.C. 14:9-10.1 et seq., which enables water

—investments the Company would have otherwise delayed had the DSIC mechanism not been
available. These facilities are in-service and providing benefits to customers in the form of

Stephen B. Genzer - Newark Maoagiag Paciner

Oue Riverfront Plazs, Suite 1520 « Newatk, NJ 07102-5426 » Pbone. (973) 286.6700 » Fax: $73) 286-6000

" 9 ABELAWAXE LIMITED LIARZLITY PARTMERSRIP



Hon. Aida Camacho-Welch, Secretary
August 9, 2019
Page 2

decreased main breaks, better water pressure, and more reliable water service. Aqua believes the
DSIC has been a highly successful initiative because it contains several key elements which
make it a useful tool, including: eligible investments are clearly defined; the determination of
baseline spending is straightforward; cost-recovery is done semi-annually; the approval process
i8 clear; and, periodic reporting requirements are reasonable, Conceptually, Aqua believes any
WSIC implemented by the Board should also include these elements, modified to reflect the
unique challenges and characteristics of the wastewater industry. Aqua is also of the view that
modification of the DSIC, or reliance on the Infrastructure Investment and Recovery Program
(the “IIP"), NJA.C. 14:3-2A.1 of seq., is not a viable solution because neither of those
mechanisms can be easily tailored to meet the specific needs of the wastewater industry,

With respect to elements that should be reflected in a WSIC, Aqua offers several
observations. First, the wastewater industry is facing myriad challenges including: aging
infrastructure; climate change; escalating encrgy costs; cusiomer service interruptions; sanitary
sewer overflows; and, increasingly stringent environmental regulations. In thinking about how
WSIC regulations might help address some of these problems, the Board should identify WSIC-
eligible categories of plant 10 include non-revenue producing lift stations and pumping
equipment, as well as mains and manholes. These broader categories of eligible investments are
mrgmdmmoscaspecmofmeuwersymmthmﬁnmoabencﬁt&omamlemmdmvmem
by including more efficient and reliable equipment.

Second, the process for determining the required WSIC base spending should be simple,
clear and streightforward. One of the chief differences between the DSIC and the IIP is that the
DSIC takes a formuleic approach to setting base spending while the IIP enumesates a number of
factors that “may™ be considered in proposing base spending,' As a result, setting base spending
in DSIC proceedings is a matter of calculation, while it is a matter of argument and contention in
P cases. Creating issues that must be contested amongst the parties prolongs proceedings,
increases their cost, and introduces an element of uncertainty that makes utilities, including
Aqua, less likely to use such mechanisms. Aqua would be heppy to discuss this point with
interested parties to devise a clearly delineated definition for determining WSIC base spending,

Third, cost recovery for eligible WSIC spending should be semi-annual, consistent with
the DSIC. Semi-annual cost recovery will enable participating utilities to make their accelerated
investments in a predictable and consistent manner, without needing to adjust to fluctuating
recovery periods of six or twelve months. When planning and constructing significant capital
projects, uniformity and predictability of cost recovery is of critical importance to Aqua.

Fourth, the application process should be clearly set out with specific time limits for
review and approval of WSIC requests. The DSIC contains such clear requirements, unlike the

| See NJAC, 14:3:2A.3(b) noting the following may be used to justify baselina spending levels: historical capital
expenditure Jevels, projected capital expenditure budgets, depreciation expenses, and/or any other data relevant 1o
the utility's proposed baseline spending level,

357135672 0OW2019
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IIP, and those requirements have been helpful in ensuring that all parties act promptly on DSIC
requests. Aqua belicves that the 120 day review period (or longer if filed with a base rate case)
specified in MJA.C. 14:9-10.4(c) would also be appropriate for a WSIC application,

Fifth, Aqua understands the need for periodic reporting to the Board. Such reports,
however, should be focused on providing information that is relevant to WSIC investments.
There are costs associated with complying with voluminous reporting requirements—costs
which are ultimately borne by customers, Therefore, Aqua urges the Board to ensure that any

mporﬁngmquimmentsmmrgaed,mlwmtmdmeamlinedinordermﬁcﬂimuﬁﬁty
participation in any authorized WSIC program.

Sixth, the duration of any authorized WSIC should be for 8 minimum of five years before
a base rate case is required and the WSIC reset. T'I}istumwouldbeeonsistentwiththe

Finally, Aqua believes that developing a WSIC that will achieve the Board’s public
policy goals will take time and additional effort by all interested parties. The Company believes
continuing the current collaborative discussions Staff have initiated will result in clear and well-
cmﬁeddra&mgulnﬁonsthatcanbeadoptedpmmntwmeAdmmisuaﬁvereedmAcg
NJS.A 52:14B-1 et seg. Aqua looks forward to continuing to work with Board Staff and
interested parties on this important endeavor,

Respectfully submitted,

d&.n./zg“

Colleen A. Foley, Esg.

Cc: Mike Kammer

15733507.2 0RRA2019



THE ATLANTIC CITY SEWERAGE COMPANY
1200 ATLANTIC AVENUE, SUITE 300 « P.O. BOX 1838 s ATLANTIC CITY, NJ. 08404

VW aCICWeEngE com
thavansughiacsewerage com

PHONE 609.345.0131 x 116 FAX 6093478745

August 2, 2019

Alda Camacho-Welch, Secretary
State of New Jersey

Board of Public Utilities

44 South Clinton Avenus
P.0. Box 350
Trenton, NJ 08625

lnmmuhmmmwumcmmmm
Improvement Charge = Dockat No. WIL190SDE14

The Attantic Clty Sewsrage Company (ACSC) would first ke to thank the Board and Is Staft for the
opportunity to participate in the stakaholder meeting to discuss thoughts sbout the BPU’s rules
mmlugmandmmmwmmmmmummmmummhua
potential Wastewater (Sewer) Syster improvement Charge (WSIC).

Acscfulymomuxhammmdmﬂmandbobbmﬂwﬂumbmm
participate in, and benefit from, such a reguistory initiative. As | commanted at the stakeholdar
mesting, ACSC's current finsnclal resources are fully committed [to projects spproved under aur latest
mmAﬂmdul:m.nbommumawscwmmmhhﬂmmnhmmwk
better poshioned to utilize it.

wewwmmmmemmm.mmwaloummmmm
process.

Respactfully,

—

Thomas 5. Kavanaugh
President & General

The Atlantic City Sewerage Company

CC: Carl Cordak
Stephen Genzer



