
AGENDA DATE: 02118104 
AGENDA OYEM: 5A-3 

IN THE MATTER OF THE PETlTlQN OF 1 ORDER ADQPT1NG lNlPlAL 
NEW JERSEY-AMERICAN WATER 1 DECtS1ONlSmEEMENT 
COMPBNY, iNC., FOR AM 1NCRE;ASE IN ) 
RATES FOR WATER AND SEWER SERVlGE ) DOCKET NO. WR03070511 
AND OTHER TARIFF MODIFICATIONS 1 OAt DOCKET NO. PUCRb0729-2003N 

(SERVICE LIST ATTACHED) 

BY THE BOARD: 

On July 10,2003, pursuant to N.J.S.A. 48:2-21 and N.J.A.C. 14:1-5.12, New Jersey-American 
Water Company (MAW or Company), a public utility oftfie State of New Jersey, filed a p&tion 
with the Board of Public Utilities (Board) seeking approval of an increase in rates for water and 
wastewater sentice. 

The Company provides water service to approximately 348,000 cusltomees in certain 
municipalities in the counties of Atlantic, Burlington, Camden, Cape May. Essex, GIoucester, 
Hunterdon, Middlesex, Monmouth, Moms, Ocean, Passaic, Union, and Warren and provides 
wastewater services to approximately 25,000 customers in certain municipalities in the counties 
of Monmouth and Cape May. The Company's rate request would have resulted in an increase in 
total Company revenues of $51,908,023 or 20.58% aver annual pro forma current fate revenues 
for the period ending December 31. 2003 In addition NJAW proposed to pass through to 
ratepayers certain "Synergy Savings" that will resuft from the joint ownership of the NJAW, 
Elizabethtown Water Company, Inc. (EWC) and the Mount Holly Water Company (MHWC) 
(collectively the New Jersey Operating Utilities or MJOUsf. 

After extensive settlement discussions, an increase of $24,147,323 representing a 9.56% 
increase over current rates was agreed to by the Parties and is approved herein by this Order. 

PROCEDURAL HISTORY 

On July 18,2003, this matter was transmitted to the Office of Administrative Law (OAL) and 
eventually assigned to Administrative Law Judge (ALJ) Barry N. Frank. A pre-hearing 
conference was conducted by AW Frank on October 75,2003. 
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Public hearings were held on December 3, 2003, at the Maplewood Town Hall, Maplewood, New 
Je rse~  December 10,2003, at the Voorttees Middle School, Voorhees, Mew Jersey; and on 
December 12,2003, at the Eatontown Boreu* Hall, Eatontown, New Jersey. 

Several individuals at the Eatontown public hearing, presented comments regarding fire hydrant 
services and the increases associated with these services. Other comments centered on the 
proposed overall increase. Lastly, one individuas voiced concern regarding the Adelphia and the 
former Howell systems being in conformance with MAW'S statewide rates. 

fn addition to the Company, the Ratepayer Advocate {FWA) and the Board Staff (Sbff), 
intervention status was atso granted to: the Township of Maplewood (Maplewood), the 
Manasquan Customer Gmup (MCG), the Bulk Purchaser Coalibn (BPC), the City of Ocean City 
(Ocean City), and the Department sf the Navy (Navy) fcollectiveiy, the Parties). Additionally, 
participant status was granted to the Depfford Township Municipal Utifities Authority {BTMUA), 
Utility Workers Union of America, Local 391 and Local 423, and The Utilities Workers Union of 
America, (UWUA) AFL-CIO and the Locaf Union No. 395 {AFL-CIO) (UWUA 395). ' 
Subsequent to the public hearings, the Parties engaged in settlement negotiations on December 
50,12,29 and 30,2063, and telephonically on December 19,22,23, January 2,5 ,6 ,7 ,  and 12 
2084. As a w.SUlt of these discussions, Me Papties reached a stipulated settlement of all the 
issues (Stipulation or settlement). 

On February 2, 2004, ALJ Frank issued his initial Decision recommending adoption of the 
stipulation executed by tire Parties, finding that the Parties had voluntarily agreed to the 
settlement and that the settlement fully disposes of all issues and was consistent with the law. 

STIPULATION 

As more fully set forth in the attached Sipulaiion2, the Parties agreed that 

RATE BASE, CAPlTAh STRUCTURE. RATE OF RETURN, OPE RATING REVENUES AND 
EXPENSES 

7 .  The twelve months ended December 31,2003 is a reasonable test year and has 
been used for the purposes of this Stipulation (settlement paragraph 1). 

2, The rate base has been revised through December 31,2003, to reflect 
construction projects comgiefed and in-service as of that date. Schedule A 
attached to the Stipulation reflects a rate base of $841,1127,977 (settlement 
paragraph 3). 

On appeal to the Board, the AFL-CIO Local 395 was granted intervenor status. By letter dated January 7,2004, a 
Notice of Withdrawal was filed wtfh AW Frank of the UWUA and UWUA 395's intention to withdraw from 
participating in this proceeding. This withdrawal was pursuant to an agreement between the UWUA and W U A  395 
and NJAW and Elizabetfrtown Water Company. 
2 Cited paragraphs referenced below are to the settlement document. This is only a summary. the full settlement 
document controls, subject to the Board's findings and conclusions contained herein. 

BPU Docket No. WR03070511 
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The capital structure and the weighted cost of the debt and equity components 
thereof, as agreed ts by the Partis, yield an overall rate of return of 7.91 % 
inclusive of a return on common equity of 9.75 % (settlement paragraph 2). 

The pro forma present rate revenues are $252,528,385 and the revenue 
requirement increase is stipulated at $24,147,323 representing an increase of 
9.56% as shown on Schedub A, attached to the Stipulation. The revenue 
requirement increase reflects adjustments by the Parties to various components 
of 0 & M expenses which indude, but are not iimited to: labor and labor related 
costs; purchased water; tank pin~ng:  purchased power, chemicals; deferred 
purchased water; depredation; business services; other Q & M; and waste 
disposal charges (settlement paragrar~h 4). 

The Company's pension expense should be based on Financial Acmunting 
Standards (FAS) 87 for the year 2003, jn addition to to 20-year amortization of the 
deferred portion of fhe pension expenses reflected on Exhibit P-2. Schedule 12, 
in the total amount of $12,025.851 (setdement paragraph 5). 

in view of the possibility of future Purchased Water Adjustment Clause filings 
andior Purchased Sewerage Treatment AdjUStITient Clause filings, attached t r~  
the Stipulation as Schedule B, attached to the Stipulation, is a summary scheduje 
depicting the Company's base costs for purchased water and sewage treatment 
(settlement paragraph 6). 

With respect to the new acquisitions described in the testimony of H. Edward 
Rex. PT-7, the acquisition adjustments, and the associated amortization thereof, 
have been reflected in sates utilizing a 40-year amortization period. The net effect 
of reflecting these acquisition adjustments in rates accomplishes e slight 
reduction in the overall Bevel of the acquisition adjustments balance in rate base 
and the associated amortiation thereof reflected in the Company's rates (SIR-58) 
(seglement paragraph 7). 

When the rates become effective in this case, the Delaware River Regional 
Water Treatment Plant (DRRWP) deferral mechanism, at issue in the 
Company's last tcPPo rate proceedings, associated with sales to resale customers 
from the Company's ORRWTP in New Jersey Department of Environmental, 
Protection's Critical Area #2, will cease (settlement paragraph 8)* 

SYNERGY SAVINGS 

9. At the time of the Board approval of the change of control of NJAW through the 
acquisition of Me common stock of American Water Works Company, InC. 
(AWWC) by RWE Aktiengesetlschaft (RWE) and Thames Water Holdings, tmc. 
(Thames) (collectively referred to RWUThames) (Change in Conhi) the Joint 
Petitiurrers in the Change in @ontrd proceeding agreed to pass through 
payments of $3 million for the benefit of ratepayers. That sum represented 
Synergy Savings expected to be achieved through the common ownership ofthe 
NJOUs by RWEmhames that were to be achieved in advance sf the completion 

BPU Docket No. WR03070511 
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of the next rate cases. In connection with these pending rate case proceedhgs, a 
Synergy Savings Study was submitted on behalf of the NJOUs which evidenced 
additional annual reductions to the revenue requirements of $6,157,678, offset by 
annual amortized costs to a~hieue of $1,082,000, for a net savings of $5,075,678; 
as a consequence of a 7S%i25% sharing of the net Synergy Savings between 
ratepayers and shareholders, bhe stipulated revenue requirements in these cases 
reflect an additional $3,806,958 of savings annually? The provisions of this 
Stipulation and the related Sgpulatis~s k the W C  and the MHWC rate cases, 
when considered with the Change in Control Proceeding Order, reflects the flow 
through to ratepayers of substantial Synergy Savings (sefflemenf paragraph 9A). 

10. Additional Synergy Savings may result in the future, and in order to permit the 
Board to continue to monitor Syne Savings an an ongoing basis, NJAW 
agrees to compile and submit to the Board annually, 45 days after calendar year 
end, comprehensive reviews for each year of data regarding cost reductions 
resulting from additional Synergy Savings and costs to achieve those savings. 
The data to be relied upon to calculate the future synergy savings will be 
cornpled for any Synergy Savings achieved during the period commencing with 
the year beginning Jofy 1,2004 and ending with the rate effective date of the next 
rate case. The dab relied upon to calculate the future Synergy Savings should 
not include; 4 )  the savings from synergies that were relied upon to calculate the 
$3 million of payments made after the approval of the change in control, 
attributable to savings expected fo be achieved in advance of the completion of 
the next rate cases; or 2) the savings of $6,157.678 that were anticipated in the 
Synergy Savings Study presented in the current rate case (Exhibit Pf-1 1A) 
(settlement paragraph SIB), 

11. These additional net Synergy Savings data will be submitted to the Board for its 
review and consideration of the impact thereof in future wte case proceedings. 
The Parties agree that if such additional n i t  Synergy Savings are determined to 
exist, and if the Board determines that it is appropriate to share them w'%h 
ratepayers, such additi~nal net Synergy Savings achieved commencing with the! 
year beginning July 1,2004 and the rate effective date of the next rate case shall 
be shared 50% to the ratepayers and 50% to the shareholder, with any allocation 
sf the savings to ratepayers to be made as the Board may find appropriate. The 
Parties agree and recommend that a one-time bill credit to ratepayers no later 
than one hundred and twenty (1 20) days after the conclusion of the next rate 
case for each of the NJOUs could be issued for these purposes. The Parties 
have agreed to this 50% sharing formula in order to: (a) reflect the fact that the 
NJOUs are agreeing to relinquish any ciairn they may have that such sharing 
constitutes retroactive ratemaking; (b) provide an incentive for the NJOUs to 

3 The Board has historically used a 75Y'25% sharing split when determining the allocation of merger synergies to 
ratepayers and shareholders. See VWO Petition of Atlantic City Electric and Connectiv, tnc. for Approval of a 
Change in Ownership and Control, BPU Docket No. EM97020103 dated January 7,1998; l l W  COnSidetation of me 
Joint Petition of Orange and Rockland Utilities, Inc. for Approval of the Agreement and Plan of Merger and Transfer 
of Control, BPU Docket No. EM98070433 dated April 1, 1999: 1IMIO Joint Petition of FirstEnergy Corp. and Jersey 
Central Power & Light Company. DIBlA GPU Energy, for Approval of a Change in Ownership and Acquisition of 
Control of a New Jersey Public Utility and Other Refief, BPU Docket No. EMOOt1087O dated October 9,2001. 
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achieve such savings; and (6) refled the fact that in 2he Change in Control 
Proceeding, the Boarcf determined that ail transaction costs, as wefl as any 
premium paid for the stock of AWWC in connection with the change in control, 
would have to be borne completely by the shasehotdsm of RWE (settlement 
paragraph 9Ck 

42. fhe Eower Devei of casts, on an ongoing annual basis achieved as a result sf 
identified synergies, induding those categories of costs previously subjed to 
sharing should be reflected in the pro forma test year numbers in the NJOU's next 
rate mses. The NJOUs agree that Be  revenue rwuirement ciaims for each 
individual NJOU for the pro foma test year in their next bass w b  cases will 
reflect 160% of the impact of all Synergy Savings realized, on an on-going annual 
basis, through the end of that &st year, irrespective of the sharing treatment 
applied to those Synergy Savings (settlement paragmph 9D). 

13. NJAW shall not be required to maintain a specific deferred account witfi respect 
to any net Synergy Savings, and NJAW e%pressly agrees mat M A W  shall not 
object in the next rate case to We above-stated sharing.of any net Synergy 
Savings on the basis that such staafing constitutes retroactive ratemaking 
(settlement paragraph BE). 

14, Any incremental post test year Synergy Savings idenMied In any Puture rate case, 
net of as ts  to achieve, will be shared 75% to the ratepayers and 25% to the 
NJOUs. Those post-test year Synergy Savings will be fuliy reflected in any future 
revenue requirement claims made by each of the NJOUs in any future base rate 
case, with the effect that the then Dower cost of service as a result of all Synergy 
Savings realized through the end of the test year in such future base rate case, 
regardless of past sharing, d l 9  be fully reflected h rates on an annual bask 
(settlement paragraph 9F). 

4 5. An annual compwhensive review regarr4lng Synergy Savings will be submiBed to 
the Board at calendar year end and will incbde: (a) a summaay of the activities 
undertaken as a result of the combined ownership of the NJOUs, prior to the filing 
of these rate cases, and folkwing the approval of the Change in Control 
Proceeding; with respect to such anticipated savings, $3 million was already paid; 
(b) a report regarding whether the NJOUs were successful in achieving the 
$5,075,678 of net annual cost savings described in the Synergy Savings Study 
presented in the pending rate cases (Exhibit PT-1 1A); (c) a report regarding any 
additional net cost savings achieved above the $6,157,678 of annual revenue 
requirement reductions described in the Synergy Savings Study; and (d) a 
projection of future cost savings that are anticipated to be achieved during the 
next year (settlement paragraph SG). 

6 .  Nothing in this settfement shall limit the Board's jurisdiction or authority under 
N.J.S.A. 48:2-51 .l in a future proceeding initiated by any party to this setttement. 
The Parties acknowledge that the consoiidation activities described in the 
Synergy Savings Study submitted by the NJOUs, induding the moving of certain 
functions for NJAW, EWC and MHWC to a single headquarters and the joint 
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pmvisianing of certain aspects ofthe service by the NJOU's, will Rave an effect 
on fhe levet of employees weeded by the NJOUs to provide safe, adequate and 
proper utility service. In order to provide for the personai and financial wejfare of 
all those employees who may be affected by the consolidation of the NJObls, the 
Synergy Study includes specifis provisions regarding job placement, severance 
benefits, an early retirement option, outp9acement counseling services, and 
relocation benefits. The NJ0Us reaffrn their commitments set foith in the 
Synergy'Study and the Parties agree that these provkions are newssaw if an 
appmpriate balance of compassion and financial discipline is to be achieved in 
the consofidation. and for %is reason the NJOUs agree to provide these services 
to affected employees, In addition, the NJOUs agree that the benefits and other 
matters in the case of union-represnted employees shall be subject to the tems 
of their bargaining units' agreements with the Comparr)~ (whose tems shall 
control) and the Companfs bargaining obligations. These wmmhenb Miiti 
remain h effect until the NJOUs obtain approval from the Boad %o merge or 
consolidate the NJOlUs. The NJOUs agree that they will provide to Board Staff 
and the RPA quarterly reports showing the levei af employee's positions fiiled 
after consolidation, and the number of ernpioyee positions filled after 
consolidation, and the number of pusitions open but unfilied. These quarterly 
reports will be filed staiting Me Brst quarter after the effective date of the rates for 
the NJOUs and will congnue absent further direction of the Board until one 
quarter after issuance of a Board Order approving a merger application involdng 
the NdOUs. (settlement paragraph 9H). 

LOW iNCOME BILL PAYMENT ASSISTANCE PROGRAM 

17, The Parties shalil wordc together to develop a method of enroiling ~u~ t~ f r I fX§  in a 
Low income Payment Program (LlPP), for customers who are eligible to 
participate in one or more of the following programs: Low income Home En 
Assistance Program {LlHEBP), Lifeline Energy Assistance, Phanaceugal 
Assistance to the Aged and Disabled (PMD), and the N.J. Senior Gdd 
Prescription Biscnuni Program. The Parties wifl wo& on developing a rns~od $0 
ascertain the pool of eligible househa!& that includes households already 
enrolled in or otherwise qualified to enroll in one or more of the listed programs 
and that have a monthly household gross income at or below 175% of the federal 
poverty guidelines. The details of how the program will operate and how the . 
customers will be notified are b be determined as part of a cooperative process. 
The Parties have agreed to develop a tariff that will set forth a description of the 
LlPP and the eligibility criteria. The UPP details and mechanics deveioped in the 
cooperative process must be acceptable to all Parties prior to implementation of 
the LIPP. The Parties also agree to revisit the eligibility criteria andlor level of 
benefit as needed (settlement paragraphs 10, 4 1 and f 2). 

t 8. The revenue requirement effect of tbe LIPP for the NJOUs is as folluws: NdAW - 
$1,370,000; EWC - $590,000; MHWC - $50,000. The NJOtZs and the Parties will 
develop a method to track and evaluate the costs and savings. Based on thjs 
method, the NJOUs will track and defer, for disposition in the NJOU's next base 
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sate case proceedings, the amount of net costs over or under the agreed upon 
amount established above br  recovery in these cases (settlement paragraph 13). 

d 9. The Parties agree Bat all rebil wsbmeffi and retail customer classes shall 
reimburse the NJOkls for the incremental costs of this program and that these 
costs shall be reflected in usage-based charges as determined in the future base 
rate cases. The contributions to this program by any one customer shaH not 
exceed $5,000 per customer, per year (settlement paragraph 14.). 

20. The NJOUs agree to continue the H20 Help to Others progmm and to expand its 
availability to EWC and MHWC customers by April 38,2004. This program shall 

. respond to emergency or crisis needs of low-income customers consistent with 
!he program presently administered b r  NJAW. The sharehddsss of each NJOU 
agree to contribute an amount to this program equal $0 be amount donated by 
the customers of each water company on a $4 for $1 basis, up to an amount of 
$25,000 for NJAW, $20,000 for EWC, and $5,000 for MHWC (settlement 
paragraph 4 5). 

CONSERVATION 

21. NJAW will use the experience gained from NJAWs ownership by RWWhames 
to help NJAW meet future challenges and to reduce future expenditures as the 
infrastructure ages. NJAW commits to join with the other NJOCTs to undertake a 
systematic study of %he potential opportunifies for conservation and water reuse 
ahroughout its service territory (Consenration Study). The N 4 8 U s  agree: (a) to 
commence the Conservation Study no later than three (3) months after the 
effective date of the Board Order In the iast of the three NJOU rate cases; (b)' 
provide a copy of a draR of the study to Board Staff and the other parties subject 
to confidentiality protections if applimbfe within four (4) months thereafter, and (c) 
complete the study no later than six (6) months after commencing the study. ,371~ 
NJQUs agree to submit %e final Conservation Study $0 Ohs Board Staff no hter 
than nine (9) months after the effective date of tke Board Order in the iast sf the 
three NJOU rate cases. The NJOhls hereby agree that h the fornulation ofehe 
Conservation Study the NJOUs will identify initiatives that will maximize the 
conservation of potable water use. The Conservation Study shall include 
analyses of the lever of conservation initiatives that may be obtainable and the 
time frame necessary to attain the identified initiatives. For example, the 
Conservation Study may find that total potable water savings of 10% is attainabie 
by 2008; and that of this total system potable water savings of 10%. that 3% is a 
result of water reuse; 6% due to seasonal rate differentials, and 1% from 
household conservation education programs. 

In addition, the Company shatl include a new tariff page that will provide language 
to establish, on a trial basis, terms and conditions for separate categories of 
usage for residential and commercial water usage. The tariff provisions will 
include a special seasonal rider to the General Metered Service (GMS) tariff for 
both residential and commercial customers, which will provide for indoor and 
outdoor (odd/even watering and swimming pool) usage. However, the rates used 

BPU Docket No. WR03070511 
OAL Docket No. PUCRL07279-2003N 

KAW_R_PSCDR3#29a_attachment_NJ_080604
Page 7 of 58



for each such tariff for the respecgve categories of service will remain the same 
as th,e rate for GMS customen and the h a r d  will examine whether and on what 
basis to establish such terns and conditions in the next rate case (settlement 
paragraph 16). 

LONG TERM PLANNING 

NJAW will undertake the fonu!a@on of a long tern master plan, along with its 
NJOU affiliates, to dewelp a least cost strategy to economically satisfy the long 
term consolidation needs of N30U customers consistent with fhe continued 
provision of safe and adequate service (Long Tern Planning Study). The 
Company agrees 40: (a) mmenm the study no later than six (6) months after 
the effective date of the Board Order in the &st of the three NJ0U rate cases; (b) 
provide a draft copy of the study fo Board Staff within eleven (7 4 )  months 
thereafter, and (c) complete h e  study no later than twelve months after 
commencing the study. Subject to anfidentiality protections, if applicable, when 
the study is completed, a copy will be provided to Board Staff and the Ratepayer 
Advocate, and an executive summary wilt be provided to'the parties who are 
signatories to this Slpulation. The NJQCfs hereby agree that in the formulation of 
the Long Term Planning Study, the NJ0Us will include, but not be ltmited to, 
consideration of the following: (a) an individual analysis of system growth for each 
NJOU, by planning area, where feasible, wherein "planning area* has B e  
meaning assigned by We Office of State Planning; (b) an evaluation of initiatives 
to support Smart Growth; (c) individual NJQU system maps identifling planning 
areas, where feasible, and (d) other concepts as the FIJOUs believe necessary 
(settternenl paragraph 3 7) 

RATE DESIGN AND COST OF SERVICE 

GMS rates far the Company's sewiett aenitaries in Howell Township (iwdudhgl 
customers of the former Adelghia Water Company), O&@y Beach an 
Borough of Chester will be equalized with the Company's sfatewide GMS rates, 
both f ~ e d  and volumetric. In the Company's Logan service area, the vo9ume~c 
rate will be equalized with the sbtewide GMS volumetric rate, while the fixed 
service charge schedule of rates will be moved toward the statewide GMS fixed 
service charge so #at in the Company's next rate proceeding, the Logan service 
area fixed service charge will be equalized with the statewide GMS service 
charge. The statewide GMS rates for a 518 meter will be increased to $8.81 per 
month and the remaining schedule sf fixed senrice charges will be adjusted in 
accordance with the agreement of the Parties. In the C~mgany's next rate 
proceeding, the fixed service charges will be developed in accordance with the 
AWWA meter capacity ratios {settlement paragraph 18). 

TRe Company's Commodity Demand Service rates wBl increase overall by 7.70% 
while rates for Off-Peak Sewice will increase overail by 7.60% (settlement 
paragraph 19). 

BPU Docket No. WR03070511 
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The Manasquan Senrice Unintemrptibie rate will remain unchanged. The 
Company will file a separate "stand alone" cost of service study for Manasquan 
Service in the Company's next rate case (sefflement paragraph 20). 

The fates for Private Fine Protection $ervice customers pursuant to the 
Company's Rate Scftedule J will increase 15.70%. Customers service pursuant to 
the Company's Rate Schedule L, the highest present rates for this class of 
customer, will receive no increase in rates in this proceeding. The Private Fire 
Pmtection Service rates for the Ortley Beach service temtory will be set at the 
rates set forth in the Company's Rate Schedule L. The Private Fire f rotection 
Service in the former Howelil Tomship system service area, the Standby 
Facifities charge will remain unchanged and the Private Fire Hydrant charge wif! 
increase by 18.60%. The Pdvab Fire Protection Service in the Logan sewice 
area, rates for Sprinkler Head service will increase by 18.80%, while the fates for 
service provided through Private Fire Hydrants will increase by 18.60%. Private 
Fire Protection Service rates for the Company's Adelphia service area wifl 
decrease by 19.80% (settlement paragraph 21 1. 

24. The Public Fire Protection Service rates for the Company's entire service territory, 
except for the Howefl and Adelphia systems will increase by 7.90%. In order to 
move the Ortley Beach and Lagan Public Fire Protection Setvice hydrant rates 
toward equaiiition with the Company's statewide Public Fire Protection Service 
rate, the QNey Beach and Logan Public Fire Protection Service hydrant rates wil 
increase by 5.00% on January 1 of each calendar year until the Company's next 
base rate proceeding or until equalization is achieved, whichever occurs first? 

Public Fire Protection Sewice rates in the Howell system service area will 
increase by 4.30% and the Public Fire Protection Sefvice rates in the Adelphia 
Sewice area wil increase by 15.60% (sefflement paragraph 22). 

25. The rates in the Company's Lakewood Sewer service area will increase by 
8.1 4%: in Ihe Company's Ocean City sewer service area by 9.90% and in the 
Company's Adelphia sewer senrice area by 9.91% (seteiernent paragraph 23). 

26. In the Company" next sate case proceeding, the Company will examine the 
impact on customers in the Lakewood Sewer service area that would occur,if 
sewer bills to these customers were to be based on year-round monthly water 
usage rather than the present system of basing sewer bilk on annualized winter 
quarter water usage only (settlement paragraph 24). 

4 This rate design is consistent with the Board's Order IIMIQ New Jersey-American Water Company for an Increase 
In Rates for Water and Sewer Sewice and Bther Tariff Modifications, BPU Docket No. WR98910015 dated April 6, 
1999. 
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SERVICE QUALITY 

27. The Company will agree to continue to report its customer service performance 
measures as established in h e  Change in Control Proceeding (sefflement 
paragraph 25). 

28. No later than Aprili 1, 2005, NJAW, and MHWC will jointly submit a 
proposed sewice quality perfoman n to tfte Boarcd for approval to fake effect 
July 9,2005. Such proposed sewice quality performance phn shal be served on 
all Parties to this Stipula n shall &ct a uniform set of performance 
requirements standard a requirements for all three Companies. 
Annual performance sh ed for each NJOU separately unless the 
measurement reflects a area that is provided by the NJOUs without 
regard to the individual servke teMtoy af each NMJQU (settlement paragraph 26). 

29. , At a minimum, the Parties agree that the NJOUs will include measurements that 
reflect call enter peffomanee, length of outage, response to customer 
complaints, and a measurement sf bill accuracy in their: proposed sewice quality 
perfonancf5 plan as well as the Board's Report Card Initiative, H applicable. In 
addition, such plan shal indude a requirement that the three NJOUs post an their 
websites by March 31, and indude in a bill insert by September 30, an annual 
sewice quaiity report that reflects the prior calendar year performance (seWement 
paragraph 27). 

30. The NJOUs will negotiate with the other Parties to this Stipulation concerning t f i ~  
proposed service quality performance plan that is required t~ be filed with the 
Board no later than April 1,2005. in the event than an agreement Gannot be 
reached, the NJOW" proposal shall be fiM with the Board and served upon all 
other Parties to this Stipulation, subject to comment and public hearing prior b 
the final decision of tlae Board. The f iingr, if necessargr, will indude costs kcarmed 
by the NSOUs to conduct customer polling, focus groups and/or other sirniiar 
activities to determine customer ewe&%ons. The Parties agree that the NJOBIs 
can seek recovery of such costs in such proceeding as the Board deems 
appropriate. It is the intent of the Parties fiat the Board finalizes its c%eteision on 
this matter no later than July 1, 2805 (settlement paragraph 281, 

REQUIRED REVENUE INCREASE 

31 : The revenue requirement increase stipulated herein, is $24,347,323,3.56% over 
present rate revenues of $252,528,385 and is the level of revenue appropriate to 
ensure that the Company will continue to provide safe, adequate and proper 
service to its customers (settlement paragraph 31). 

DISCUSSIONS AND FINDINGS 

The Board, Raving reviewed AW Barry Frank's Initial Decision and the Stipulation, FINDS t4at 
the Parties have voluntarily agreed to the Stipulation and that the Stipulation fufly disposes of all 
issues in this proceeding and is consistent with Phe jaw. The Board FINDS the Stipulation to be 

BPU Docket No. WR03070591 
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reasonabile and in the public interest. The Board HEREBY ADOPTS the Initial Decision and the 
Stipulation attached hereto as -& own fneerpowting by reference the terns and conditions as if 
fully set forth at length, herein, subject to the following: 

a) The twelve months ended December 31,2003 is a reasonable test year and shall 
been used for the puvoses of this Stipulation. 

b) The rate base shall be revised through December 31,2003, to refled construction 
projects completed and in-sewice as of that date to a maximum rate base of 
$&66,9 27',977. 

c) The =pita! structure and the weighbd cast of the debt and equity componenk 
shown on Schedule A of the Stipulati~n, as agreed to by the Parties, shall yield an 
overall rate of return on 7.91%, indusive of a return on common equity of 9.75 %. 

d) The pro foma present rate revenues shall be $252,528,385 and the revenue 
requirement increase shall be $24,1147,323 (9.56%) as shown on Schedule A $0 the 
Stipulation, 

e) fn view of the possibility of future Purchased Water Adjustment Cbuses and/or 
Purchased Sewerage Treatment Adjusment Clause filings, attached to the 
Stipuiation as Schedule B is a wmmav scttedute which shall depict %e 
base costs for purchased wafer and sewage treatment. 

f) The effect of acquisition adjustments in rates shall accomplish a reduction in the 
overall level of the acquisition adjustments balance in rake base and the associated 
amortization thereof reflected In the Company's rates. 

* 
g) Effective with the rates effective in this case, the DRRWTP deferfa! mechanism, at 

issue in the Company's last two rate proceedings, associated with sales to resale 
customers from the Company's Delaware River Regional Treament Ptant in NJDEP 
Critical Area #2, will cease. 

SYNERGY SAVINGS 

h) in connection with these pending rate case proceedings, a Synergy Savings Study 
was submitted on behalf of the NJOUs which evidenced annuat reductions to the 
revenue requirements of $6,757,678, offset by annual amortired costs to achieve of 
$1,082,000, for a net savings of $5,075,678; as a consequence of a 75W25% 
sharing of the net Synergy Savings beheen ratepayers and shareholders, the 
stipulated revenue requirements in these cases shall reflect an additional $3,866,758 
of savings annuaily In customers rates. 

i) NJAW shall compile and shall submit to the Board annually, 45 days after calendar 
year end, comprehensive reviews for each year of data regarding cost reductions 
resulting from additional Synergy Savings and wsts to achieve those savings. 

BPU Docket No. WW03070511 
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j) Any additional net Synergy Savings achieved, commencing with the year beginning 
July 1,2004, and the rate effedve date of the next rate case shall be shared 50% to 
the ratepayers and 50% to the shareholder, with any allocation of the savings to 
ratepayers to be made as the BwarcB may find appropriate, 

&$ The lower level of costs, on an ongoing annuaf basis achieved as a result of 
identified synergies, including those ea4egorie.s of costs previously subjsd to sharing 
shall be reflected in the pro foma test year numbers in the IPIJOLd's next rate cases. 
The pro brma test year revenue ~quirement in each )\IJOUss next base rate case 
shell reflect 100% of the impact ~ fa l f  Synergy Savings reaiired, on an ongoing 
annual basis* jthrough the end of that kd year, irrespective of the sharing treatment 
applied to those Synergy Savings. 

If NJAW is not to be required to mainOain a specific deferred account with m p e b  to 
any net Synergy Savings, and NdAW agrees expressly that MJAW shall not object in 
the next rate ease to the above-stated sharing of any net Synergy Savings on the 
basis that such sharing constitutes retroactive ratemaking. 

rn) Any incremental post test year Synergy Savings identified in any future rate ease, net 
of costs to achieve, shall be shared 75% to the ratepayers and 25% to me NJOUs. 
Those post-test year Synergy Savings shaff be fully teffected in any future revenue 
requirement daims made by each of the NJOQls in any future base rate case, with 
the effect that tf-te then lower. cost of service as a result of all Synergy Savings 
realized through the end of the test year in such future base rate case, regardless of 
past sharing, shalt be fully reflected in rates on an annual basis. 

m) An annual comprehensive review regarding Synergy Savings shall be submitted to 
She Board at calendar year end and shall include: (a) a summary of the acti~itk?~ 
undertaken as a result of the combined ownership of the NJOUs, prior to h e  filing of 
these rate cases, and fo[loMng the appmvaf of the, Change in Control 
with resped to such an~cipated savings, $3 miilon was already paid; (b) a repod 
regarding whether the NJOUs were successfrsl in achieving the $5,095,678 af net 
annual cost savings described in the Synergy Savings Study presented in their 
pending rate cases; (c) a report regarding any additional net ws t  savings achieved 
above the $6,157,678 of annual revenue requirement reductions described in the 
Synergy Savings Study, and (d) a projection of future cost savings that ate 
anticipated to be achieved during %he next year. 

o)  Nothing in this settlement shali limit the Board's jurisdiction or authority under 
N.J.S.A. 48:2-51 . I  in a future proceeding initiated by the Board or any Party to this 
settlement. The Synergy Savings Study submitted by the MJOUs may have an effect 
on the level of employees needed by the NJOUs to provide safe, adequate and 
proper utility service. The commitments set forth in the Synergy Study may be 
offered to affected employees. These provisions shall be applied t~ affected 
employees on the tems Inchsated In the Synergy Study. In addition, the benefits and 
other matters, in the case of union-represented employees, shall be subject to the 
terns of their bargaining units' agreements with the Company (whose tems shall 
control) and the Company's bargaining obligations. These commitments shall remain 
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in &ecf until the NJOUs obtain approval from the Board to merge or consolidate the 
relevant NJOUs. The NJQUs shall provide to Board Staff and the RPA quartedy 
reports showing the level of employee's positions filled after consolidation, and the 
number of employee positions fitled after consolidatian, and the number of positions 
open but unfilled. These quarterly reposts shall be filed starting the first quarter after 
the effective date of the rates for the %as% rate proceeding and shall continue absent 
further directi~n of the Board until one quarter after a Board Order approving a 
merger application Involving the NJOUs. 

LOW INCOME BILL PAYMENT ASSISTANCE PROGRAM 

p) The NJOUs shall work together with the Parties to this proceeding to develop a 
method of enrolling customers in a Low lncome Payment Program (LIPP).for 
customers who are eligible to paartjcipate in one br more of the foliowing programs: 
Low Income Home Energy Assistance Program (L1XEAP). Lifeline Energy 
Assistance. Pharmaceutical Assistsnce to Itfie Aged and Disabled (PAAD), and the 
N.J. Senior Gold Prescription iscount Program. The details of how the program 
shall operate and how the customers shall be notified are to be determined as part of 
a cooperatfve'process. As pad of the cooperative process, the Parties shall agree b 
develop a tariff that shall set forth a description of the LlPP and me e!igibility criteria. 
The eligibility criteria shall be revisited if it appears that the estimated number of 
eligible households shall require financial resources that exceed those estimates 
established in this stipuhtion. 

q) The revenue requirement effect of the LlPP for the NJOUs shall be set in these 
a s e s  to include recovery of the following costs in rates: NJAW - $1,370,000; EWC - 
$590,000; MHWC - $50,000. All monies collected for the LIPP shaii accrue interest. 
The interest rate shall be at the Company's overall rate of return appoved herein. The 
NJOU shall track and evaluate the costs and savings associated with any LlPP 
developed. The NdQUs shall track and may defer, for disposition in the NJQUfsneA 
base rate case proceedings, the amount of net costs over or under the ernoadnf 
established above for recwery in these, mses 

r) All retail customers and retail customer classes may reimburse the NJOUs for the 
incremental costs of this program and that these costs may be reflected in usage- 
based charges as determined in the future base rate cases. The contributions to this 
program by any one customer shall not exceed $5,000 per customer, per year. The 
Companies may revisit this $5,000 in the Companies' future base rate proceedings. 

s) The NJOUs shall continue the HZ0 Hetp to Others program and shaH expand its 
availability to EWC and MHWC customers by April 30.2004. The sharehoiders of 
each NJOU shall contribute an amount to this program equal to the amount donated 
by the customers of each water company on a $1 for $1 basis, up to an amount of 
$25,000 for NJAW, $20,000 for EWC, and $5,000 for MHWC. 

t )  Should the LlPP not come to fruition, the Company shall refund all monies mllected, 
with interest, in a manner to be determined by the Board. 
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u) M A W  shaii use all reasonable methods and the full experience of its parent and 
aftliates to meet future ehaflenges and to reduce future expendibures. NJAW shall, 
with the other NJOUs undertake a systematic study of the opportunities for 
conservation and water reuse ahroughout its service territory (Conservation Study). 
The NJOUs shalt: (a) commence fhe study no later #an three (3) m~nths afier Be 
effective date of the Board Order in the hst  of the three MJOU rate cases; (b) provide 
a copy of a draft of the study to Board Staff and the other parties subject to 
confidentiality protections if appiicable within four (4) months thereafter, and (c) 
complete the study no later than six (6) months after commencing the study. The 
NJOUs shail agree to submit the final Consewakn Study & the Board Staff no later 
than nine (9) months after the eective date of the Board Order in the last of the three 
NJOU rate cases. 

The NSQUs shail, in the fornulation of the Conservation Study, identify initiatives that 
will maximize the conservation of potable water use, The Conservation Study shall 
include an analysis of the level of conservation initiatives that may be obtainable and 
the time frame necessary %o attain the identified initiatives. 

The Company shall include a new fariff page that shall provide language to establish, 
on a trial basis, terms and conditions for separate categories of usage for tesidenfiai 
and commercial water usage. The tariff provisions shall include a special seasonal 
rider to %e General Metered Service (GMS) tariff for both residential and commercial. 
customers, which'shall provide for indoor and outdoor foddleven watering and 
swimming pool) usage. However, the rates used for each such tariff for the respective 
categories of service shall remain the same as the rate for GMS customers. 

LONG TERM PUNNING 

vf The NJQUs shall undertake the fomulafion of a jong tern master pian to develop a 
least cost strategy to econornicatiy satisfy the iong term cansolidation needs of NJOU 
customers;consistent with the continued provision of safe and adequate service 
(Long Term Planning Study). The fUJBUs shall: (a) commence h e  study no later h n  
six (6) months after the effective date of the Board Order in the last of the three 
NJOU rate cases; (b) provide draft copy of the study to Board Staff within eleven (1 1) 
months thereafter; and (c) complete the study no later than twelve months after 
commencing the study. Subject to confidentiality protections, if applicable, when the 
study is completed, a copy shall be provided to Board Staff and the Ratepayer 
Advocate, and an executive summary shall be provided to tbe parties who are 
signatories to this Stipulation. 

In the formulation of the Long Term Planning Study, the NJOUs shall include, but not 
be limited to, consideration of the following: (a) an individual analysis of system 
growth for each NJOU, by planning area, where feasible, wherein 'planning area" has 
the meaning assigned by the Office of State Planning; (b) an evaluation of initiatives 
to support Smart Growth; (c) rndividuai NJOU system maps identifying planning 
areas, where feasible; arid fd) other concepts as the NJOUs believe necessary. 

%Pel Docket No. WR030905'i 1 
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bb) Public Fire Protection Service rates in the Howell system sewice area shall increase 
by 430% and the Public Fire Protection Service rates in the Adelphia Service area 
shall increase by 15.60%. 

cc) The rates in the Company's Lakewood Sewer service area shal increase by 8.1 3%; 
in the Company's Ocean City sewer service area by 9.90% and in the Company's 
Adelphia sewer service area by 9.91%. 

dd) In the Cornpangs next rate case proceeding, the Company shall examine the impact 
on customers in 4he Lakewood Sewer service area that would occur if sewer bills to 
these customers were to be based on year-round monthly water usage rather than 
ahe present system of basing sewer bifb on annualizd winter quarter water usage 
only. 

ee) The Company shall continue to report its customer service performance measures as 
established in the Board's Order in the Change in Control Proceeding. 

ff) No later than April 1,2005, the N48Us shall jointly submit a proposed service qUZIlity 
performance plan for Board approval to take effect July 4,2055. Such proposed 
service quality performance plan shaii be served on ail Parties to this Stipulation. 
This sewice quality plan shall reflect a uniform set of perfonance requirement5 
standard and reporting requirements for all three Companies. Annual performance 
shall be measured for each NJOU separately unless the measurement reflects a 
performance area that is provided by the NJOUs without regard to the individual 
service territory of each NJO 

gg) The NJOUs shalf include measuremenb that refled eali enter perfomanca, length 
of outage, response to customer csmpiainb, and a measurement of bill accumcy in 
their proposed sewice quality pepformaace plan as weti as the Board's Report Card 
initiative, if applicable. In addition, such plan shall include a requirement that fke 
three NJOUs post on their websites by March 31, and shalf include in a bill insert by 
September 30, an annual sewice qualib report that reflects the prior calendar year 
performance. 

hhjThe NJOUs shall negotiate with the Parties to this Stipulation concerning the 
proposed service quality performance plan that is required to be filed with the Board 

. no later than April 1,2005. In the event than an agreement cannot be reached, the 
NJOU's proposal shall be filed with the Board and served upon all Parties to %this 
Stipulation, subject to comment and public hearing prior to the final decision of the 
Board. The filing, if necessary, may include costs incurred by the NJWs to conduct 
customer polling, focus groups andlor other similar activities to determine customer 
expectations. The NJOeJs may seek recovery of such costs in such proceeding as 
the Board deems apprapriate. 
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* REQUIRED REVENUE lNCREASE 

li) m e  revenue requirement inorease stipulated hemin, shall be $24,147,323. end shall 
represent a 9.56% increase over current rate revenues of $252.528.385 and is Me 
level of revenue appropriate to ensure that the Company shall cantinue to provide 
safe, adequate and gmper sewice to its customers. 

The Board ORDERS the Company to submit revised tariff pages conforming to the terns and 
wnditions of this Order within ton (10) days h m  the effective date of this Older. 

The effective date of this Order is as dabd below: 

DATED: OF PUBLIC UTILITIES 

COMMISSIONER 

SECRETARY I 
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f/M/O the Petition 0% New Jesey-mefiara Water Company, hc. 
For an increase in Rates for Water and Sewer Service and Other 

Tariff MocfEations 
BPU Docket No, WW 0307851 4 

ocket No. PUCRk072742003N 

Witfiam D. Lavery, 4r. Esq. 
Cozen BYbnnsr 
Suite 300 Libertgview 
457 Waddonfield Road 
P.O. Box 5459 
Chew Hibil, NJ 08002-2220 

Robe& Bmbst~n, Esq. 
Susan M&lure, Esq. 
DMsion sf the Ratepayer Advocate 
31 Clinton Street. 3 11" FI. 
P.O. Box 46005 
News*, N4 07101 

Alex Moreau, DAG Rayrnond Makul, Esq. 
Department of Law and Public Safety 5 Peachtree Court 
124 Halsey Street. 5" $1. Skillman, N4 08558-2349 
P.0. Box 45029 
Newark, NJ 07101 

Paul E, Fbnagan, Esq. Bruce Edington, Esq. 
M~lcDonough Baurnan "beehan FIanagan & Kay St. John 81 Wayne, LLc 
658 Ridgewood Road Two Penn Plaza East 
Mapiewood, PIS 07040 Newark, NJ O f  105 

Anne S. Babineau, Esq. 
Wiientz, Goldman & Spitzer, PA 
90 Woodbridge Center Orive 
P.0. Box 10 
Woodbridge, NJ 07095 

Anthony W. Fwncioso, Esq. 
Francioso & Francioso 
2585 Nottingharn Way 
Hamilton, 613 6861 9 

Dsugias K. Walker, Esq. 
15 East 8' Street 
P.O. Box 507 
Ocean City, N4 08226 

Dr. Fred Grygiei, Chief Economist 
Michael Gallagtier, Director 
Dante Mugrace, Chief 
Maria Moran, Chief 
Board of Public Utilities 
2 Gateway Center 
Newark. NJ 07102 

David B. Lieb. Esq. 
Spiegel & McDiannid 
1333 New Hampshire Ave, NW 
Washington, DC 26836 

Audrey Van Dyke, Eq. 
Naval Fadities Engineering Command 
Litigation HeadquaFters 
6 314 Harwood Street, SE-Suite 412 
Washington N a y  Yard, D6 20374-5051 

Anthony Lurnia, Esq. 
Davis & Hersh, LLP 
200 Parkway Drive South 
Hauppauge, NY 11788 

Walter W. Cob 
New Jersey Division of Taxation 
Public Utilities Tax Section ' 

50 Barrack street 
P.8. Box 246 
Trenton, NJ 88625-0246 
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Honorable 0any Frank 
Office of Administrative Law 
33 Washington Street 
Newark, MJ 071 02 
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STATEMENT OF THE CASE 

On July 10, 2003, New Jersey-American Water Co., Inc, (Petitioner, NJAW or the 

Company), a public utility of the State of New Jersey filed a petition with the Board of Public 

Utilities (SPU") pursuant to NJ.S . 48:2-2, NJ.A.6. 141-5.12, and in compliance with the 

Board's decision in Dockel No, WMQ1120833, dated November 26 ,202 ,  captioned I/WO the 

Joht Petition sf New Jersey-Ameiw, W&r Company and 7hames Water Aqua Holdings, 

GM8Hd for AppromI of Change in Controf st New Jesey-Ameffmn Water Company, hc 
{"Change in &nard" proceeding). Petitioner sought approval to inweam its revenues for water 

and sewer sewice by $51,908,023 sr 20.6% as a result of substantial investments being added 

to the rate base since the last rate case and to s through synergy savings to the ratepayers 

that woufd result from the joint ownership sf the Company, Elizabethtown Water Co., Inc. 

("EWC") and Mount Holly Water Company ("MHWC*). othewvise known as the three New 

Jersey operating utilities referred to as "NJOOs" by RWE Aktiengesellsehaft together with its 
subsidiary, Thames Water Holdings, Inc. ("Tharnes"). At the same time tbe company filed its 

petition, simultaneous petitions were also filed requesting increase in revenues with the Board 

by EWC and MHWC. 

This case was transmitted to the CMice of Administrative Law gUOALm,"3 sn July 48, 2083 

as a contested case for a hearing pursuant to N.J.S.R. 52:14B-l to 15 and N.dSA. 52:24f=-4 to 

23. 

A conference was held on October 15, 2003 at OAL before the undersigned and 

prehearing conferences were sirnultaineously held for the companion rate cases fifed by MHWC 

and NJAW and hearings were scheduled for coordinated hearing processes among the three 

cases. Dates were also scheduled during the prehearing conference and subsequent to said 

conference for public hearings. Public hearings were held in the service territory on December 

3, 2003 at 7:00 p.m. in the Maplewood Town Halt, Maplewood, New Jersey, December 10,2003 

at T O O  p.m. at the Vsorhees Township Middle School in Voorhees, New. Jersey; and on 

December 12,2003 at 7:UO p.m. at the Eatontown Borough Hall in Eatontown, New Jersey.. 

Substantial prettied testimony was filed simuHaneous9y with the petjtions and substantial 

discovery took place and was completed, ?hereafter, numerous settlement conferences twk  

place together with numerous telephone conferences with the court and ultimately the parties 

reached an agreement. 

KAW_R_PSCDR3#29a_attachment_NJ_080604
Page 21 of 58



After reviewing lthe record and sefflernent, 1 FIND: 

I .  The parties haw votuntcwily agreed to the settlement as evidenced by the 

signatures or the signatures of Phe representatives. 

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

the law and is in the public intered 

3. The Stipulation of Seabment has been 'signed by all parties with the following 

exceptions: 

a) intervenor, Township d Maplewood. However by means of letter dated 
J~nuary 26, 2004, and addressed to the court, Paul E. Flanagan, Esq., as 
representative of the Intervenor advised the court that the Township of 
Maplewd wmid take no position regarding the proposed seZtI8ment and 
therefore would not sign said document. 

b) inewenor, City of Ckean City, However by means d letter dated January 26; 
2004, %nd addressed to the wurt, Douglas K. Walker, Esq., as representative 
sf the Intervenor, sadvised the mutt that the City of Ocean City would not sign 
the stipulation but also would not oppose same. 

ef tntervenor, Bulk Purchasers Coalition CBPG). However by means d letter 
dated January 26,2684, and addressed to the courjt, Anthony R. Fwncioso, 
E q .  As representative 0% the Ontewenor advised the court that tRe BPC would 
n d  sign the stiputation but aiso would not oppose same. 

Therefore, 1 CONCLUDE that this agreement meets the requirements of N.J.A.C. 1:4- 

99.l(d) and should be approved. It is further ORDERED that the parties compiy with the 

settlement terns and the proceedings be CONCLUDED. 

1 hereby FILE my initial decision with the BOARD OF PUBktC UWLIBIES for 

consideratiun. 
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This recommended decision may be adopted, modified or rejected by the BOARD OF 

PUBLIC kmUllES, which by law is authorized to make a final decision in this matter, If the 
' 

Board of Public Utilities does not adopt, Fixxfify or reject this decision within forty-five (45) days 

and unless such time limit is ofheMse extended, this recommended decision shaif become a 

final decision in accordance with N.J.S.A. 

ATE 

DATE 

cb 
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IN THE MATTER OF THE PETITION OF NEW JEWEK-AWIERfCAI\I 
FOR APPROVAL OF 
S FOR WATER SERVICE 

lW2Om EVIDENCE 

Petition July LO, 2003 

Exhibit P-1 

Exhibit P-2 

Exhibit P-3 
Exhibit B-4 
Exhibit P-5 

Exhibit P-6 
Exhibit PT- I 

Exhibit PT-2 

Exhibit PT-3 

Exhibit PT-'-4 

Exhibit PT-5 

Exhibit PT-6 

New Jersey-American Water Company, hc., Certificate of 
Service for Water ancl Sewer Service 

Suppafling Schedules 3. though 53 

QriginaI tariff as filed with Petition 
@alcuPations supgol-ting Stipulation 
Various schedules of proposed rates under Stipulated 

SDt's '1 though 62 
Direct Testimony of Andrew M. Chapman 

Direct Testimony of Dennis L. Ciemniecki 

Direct Testimony of  Stevela d. Tmbini, P.E. 

Direct Testimony of Wiuiam B. Davis 

Direct Testimony of John M. Watkins 

Direct Testimony and Exhibits of Rod P. Mcvirauskas 

Exhibit PT-7 Direct Testimony and Exhibits of H. Edward Rex . 

Exhibit PT-8 Direct Testimony and Exhibits of Paul R. Herbert 

Exhibit PT-9 Direct Testimony and Exhibits of Hahold Walker, III 

a Exhibit PT- 10 Direct Testimony and Exhibits of Pauline M. Ahern, C W  

SNJ l274870;l 130i07.000 
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Direct Testimony of Debs W. Doll Exhibit PT-1 I 

Exhibit PT-I 1A 

Exhibit PT-12 

Rebuttal Testimony of Steven J. Tambini Exhibit PRT- 1 

Exhibit PRT-2 

Exhibit PRT-3 

Exhibit PRT-4 Rebuttal Testimony of H. Edward Rex 

Rebu~al Testimony of Paul R. Herbert 

Rebuttal Testimony of Harold Walker, El 

Rebuttal Testimony of Pauline M. Ahern, CRRA 

' .J !!:+': 

Exnibit PRT-S 
- d : .  , 

Exhibit PRT-9 

Rebuttal Testimony of Derek PP. Stmud 

Rebuttal Testimony of Edward A. CSerio, P.E. 

Direct Testimony and Exhibits of Robert J. Henkes 

Direct Testimony and Exhibits of Howard J. Woods, Jr., 
P.E. 

Direct Testimony and Exhibits of Brian Kalcic 

Direct Testimony and Exhibits of 3anes A. Rothschild Exhibit R-4 

Direct Testimony and Exhibits of Barbara R. Alexander Exhibit R-5 

Sunebunal Testimony of Robert J. Menkes 

SurrebuttaI Testimony of Howard J. Woods, Jr., P.E. 

Surrebuttal Testimony of Brian Kafcic 

Slmebuttal Testimony of James A. Rothschild 

Exhibit R-7 
, ,.$ ;-*' . -- .. 

Exhibit . .. ,,.,! R-8 

Exhibit .. . ,.. 8-9 . I 
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~xliibit R- 10 Sunebuttal Testimony of B&ara R. Alexander 

I I . . ' ,  

Marmasquan Cornsrumers 
G r o q  (''MCG? 

Direct Testimony of David E. Peterson 
Exhibit MCG- I 

U.S;.Dept. of Navv 
$(h~dW) 
- , t . . ' .  

Exhibit DON-1 Direct Testim~wy ofErnest Earwig 
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STATE OF NEW JERSEY 

THE MATTER OF THE PETITION OF : BPU DOCKET PdO. WR030705 9.1 
NEW JERSEY-ARIERXCAN WATER 
g7QMpANy, mc. ]FOR MCmASE OBP. DOCKET NO. WCREO4279-2OOaN 
RATES FOR WATER AND SEWER 
SERVICE BSIJB OTHER TARIFF STIBbnATION 
MODEICATIONS 

M P E  CES: 

William ID. Lavery, Jr., Esq., Cozen O'Connor, on behalf of New Jersey-American Water 
Company, Inc., Petitioner; 

Alex Moreau, Esq., Deputy Attorney GeneraI, Jeff SIutzky, Deputy Attorney General, 
and Brian Lipman, Deputy Attorney General (Peter C. Harvey, Attorney General 
of New Jersey) on behalf of elre Staff of the Board of Public Utilities; 

Robert Brabston, Esq., Deputy Ratepayer Advocate, Susan E. McClure, Esq., Assistmi 
Deputy Ratepwycr Advocate, and Sarah H. Stcindel, Esq., Deputy Ratepayex 
Advocate (Seema M. Singh, Esq., Ratepayer Advocate), Division of the 
Ratepayer Advocate; 

Paul Filanagan, Esq., on behalf of the Township of Maplewood, Intervenor; 

Bruce S. Edington, Esq., St. John d Wayne on behalf of the Manasquan Customer 
Group, Intervenor; 

Douglas K. Walker, Esq., on behaif of the City of Ocean City, Intervenor; 

A.nthnny R. Francioso, Esq., on behalf of the B d k  Purchaser Coalition, Intervenor; 

Audrey Van Dyke, Esq., on behalf of the Department of the Navy, Intervenor; 

David Lieb, Esq., and George Duggan Esq., on behalf of the Utilities Workers Union of 
America, AFL-CIO and kocal,Unisn No. 395 Intervenor; 
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David A. Davis and Anthony Lltmia, Esq., on behalf of Utility Workers Union of 
America, Local 391 and Local 423, Participant 

Hatvey C. Johnson, Esq., on behalf of  the Deptford Township Municipal Utilities 
Authority, Participant 

On July H 0,2003, New Jersey-hericm Water Company, h e .  (Tetitioner,'' ''WAVY 

or "Gompany"), a public utility of the State of New Jersey, filed 3 Petition with the B o d  of 

Public Utilities (Yhd"Eh, pursuant to N.J.S.A. 482-21, N.J.A.C. 14:l-5.12 and pursuant to the 

requirements of the Board Ord~r  in incket No. WM011208~3, dated 1IR6102, captioned in the 

Matter of the Joint Petition of New Jersey-American Water Company, Inc. and Thames Water 

Aaua Holdings GmbH for bproval of a @Ranee in Control of New ~ersev-.American Water 

Com~anv. Inc. ("Change in Control Proceedingg9). In its Petition, the Company sought: to 

increase its revenues for water and sewer service by $51,908,023 or 20.6%; implement other 

tariffmodifications; md pass through to ratepayers certain synergy savings that will result fiom 

the join? ownership ofthe Company, the Elizabethtown Water Company, Inc, ("EWC") and the 

Mount Holly W a t e a ~ o m ~ a n ~  C'MWWC") (collectively dl three entities being referred to as the 

"NJBUs"') by RWE Aktiengesellschaft ("RWE"') in conjunction with its subsidiary, Thaimes 

Water HoIdings, inc, ("Thames") (RWE and n a m e s  are collectively refersed to herein as 

"RWEfThames"). At the time of the filing of NJAW's Petition, petitions requesting increases in 

revenues were also filed with the Board by EWC and MH%'c.' 

The Company's filing was accompanied by pre-filed direct testimony on behalf of 13 

Company witnesses. A filiiig conference was held at the Board of Public Utilities ("Board") on 

July 10,2003, and thereafter the matter was referred to the Office of Administrative Law 

' Ira the Matter of rhe Petition of Ehzabethtom Water Company for Approval of an Increase in 
Rates for Service, BPU Docket No. WR030705 10, OAt Docket No. PUCRC0728X-2003N; and 
In the Matter of the Petition oEMount Holly Water Company, Inc. for an Increase in Rates for 
Water Service, BPU Docket No. WR03070509, OAL Docket No. PUCRL07280-2003N. 
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@ ("0A.L.") on July 18,2003. 'Rx matter was assigned to the Honorable Barry W. Frank, ALJ. 

Following initid notification that the matter was pending at the ON, ,  discovery was commenced 

by the parties. 

On October 15,2003, a pre-hearing conference was held by the Honorable B a v  N. 

Frank, AM, far each of the cases filed by each NJBU on July 10,2003. The prehearing 

conference was held at the same time fur the compznraihan rate cases filed by EWC md MHWC 

and hearings were scheduled for a coordinated he&ng process among the three cases. At issue 

at the pre-hearing conference were substantive case issues, discovery deadlines and pubfic and 

evidentiary hearings. Evidentiary hearing dates were set for each of the NJOWs for J a n u q  

2804. Subsequent to the gre-heaing conkence pubtic hearing dates were set and confirmed 

with judge Frank. At or subsequent to the pre-hearing conference, Judge Frank granted 

0 intervenor status to the following: Township of Maplewood; Mmsqum Customer Group; Bulk 

Purchaser Coalition; City of Ocean City; and, the Department of the Navy. Additionally, 

par?icipmt status was granted to Utilities Workers Union of America, AFL-CIO and Local Union 

No. 395 f'"A..FE-CI0/395''), Utility Workers Union of ,ber ica,  Local 391 and Local 424 and the 

Deptford Township Municipal Utilities Authority. The Board subsequently permitted M L -  

CI0/395 to intervene. However, by letter dated January 7,2004, addressed to Judge Frank, 

AFL-CI0!39S withdrew from this proceeding. Noticc of thc filing and of the public heariugs 

was accomplished by mailing coples of such notice to a11 parties of record, to municipal utilities 

authorities, public utilities and other entities to which the Company provides service, to the 

Clerks of the Municipalities and the Clerks and Executive Offkers of the Counties within the 

Company's service territory, and by publication in newspapers circulated within the Company's 

service iemtory, all in accordance with N.J.S.A. 14:1-5.2. Three public hearings were held * across the service terntory as follows: 
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1. December 3,2003,7:00 p.m., Maplewsod Town Hall, Maplewood, New Jersey; 

2. December 10,2003, "900 p.m., Vssrfaees Township Middle Sclhosl. Voorhees, 
New Jersey; and 

3. December 12,2003,7:00 p.m., Eatontom Borough Wall, Eatontown, New Jersey. 

During the discovery phase of the case, which commenced in August 2003 and continued 

into huar)i 2004, the Petitioner responded to approximately 680 discovery requests. other 

garties to the proceeding dso responded to discovery requests served upon them. Pre-filed direct 

testimony was filed by any intervenor choosing to do so on December 1,2003 gl[)epartsnent sf  

the Navy filed on December 17.2003) with prc-filed rebuttal testimony thereto filed by the 

Peti~aner and other parties on December 14,2003. Pre-filed sunebuttd testimony was filed on 

December 23,2003, 

Discovery md settlement conferences were held at the Office of the Ratepayer Advocate 

on November 3, December 10,t2,29 and 30,2003 md telleghonicallly on December 19,22 and 

23,2003 and January 2 , 5 , 6 , 7 , 9  arnd 12,2004. As a result of review and analysis of the pre- 

filed direct testimony and exhibits of all the parties, discovery md negotiation conferences 

among the parties, agreement has been reached regarding the matters set forth in this Stipulation. 

The undersigned parties agree to submit the following Stipulation to Judge Frank. for approval 

and to the Board for adoption. Accordingly, the parties hereto stipulate and agee  as follows: 

TEST YEAR 

1. The twelve months ended December 3 1,2003 is s reasonable test year and has 

been used for the purposes of this Stipulation. 
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e 
2. The capital structure and weiated cost of the debt and equity components 

thereof; as agreed to by the parties, yield m overail rate of return of a.gl%, inclusive of a 

common equity return of 9.45%. (See Schedule A attached hereto.) 

3. With respect to rate base, the rate base has been revised through December 31, 

2003, to reflect eonsbuction projects wmpleted md in-service as sf that date. Schedule A 

attached hereto reflects a rate base of $84 1,127,977. 

OPERBTn'JG REVENUE AND EXPENSES AND IPEVENUE INCREASE 

4~ AS a result of negotiations among %he parties, the parties have agreed that the pro 

fonna present rate revenues are $252,528,385. Petitioner's revenue increase is stipulated at 

$24,147,323 and is shown on Schedule A. The revenue requirement increase reflects 

adjustments by the parties to various components of O&M expenses which include, but are not 

limited to: labor and labor related costs; purchased water; tank painting; purchased powert; 

chemicals; deferred purchased water; depreciation; Business Services; security; Other Q&M; and 

waste disposal charges. 

5: Wit11 iesycct to tht: Curnp-my's claim for pension expense in this case, the parties 

agree that the Company's pension expense should be based on FAS 87 for the year 2003, in 

addition to a 20-year amortization of the deferred portion of the pension expenses reflected on 

Exhibit P-2, Schedule 12, in the total amount of $ L?,O25,85 1. 

6.  In view of the possibility of future Purchased Water Adjustment Clause and/or 

a Purchased Sewerage Treatment Adjustment Clause filings, attached hereto as Schedule B is a 

SNJ tV75221\1 130707.000 5 
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@ summary schedule depicting the Company's base costs for purchased water and sewage 

treatment 

7. With respect to the new acquisitions described in the testimony of H. Edward 

Rex, PT-7, the acquisition adjustmenns, and the associated amortization thereof, have been 

reflected in sates utilizing a 40-year amortization period. The net effect of reflecting these 

acquisition adjustments balance in rate base and the associated amortization thereof reflected in 

the Company's rates. (See SIR-58) 

8. The parties agree that, effective with the rates eEwtive date in this case, the 

DRRWTP deferral-mechanism, at issue in the Company's last two rate proceedings, associated 

with sales to resale customers from the Compmyss Delaware River Regional Treatment Piant in 

NJDEP Critical Area 82, will cease. 

9.A. At the time sf  BPU approvat of the change of control of NJAW through the 

acquisition of the common stock of American Water works Company, Inc. ( " A W W  by 

RWE/Tharnes (the aforementioned Change In Control Proceeding), the joint petitioners in that 

proceeding agreed to pass through payments of $3 million for the benefit of ratepayers. That 

sum represented synergy savings expected to be achieved through the common ownership of the 

NJOUs by RWE~homes that wcrc cxgccted to be achieved in advance of the complctiotr of the 

next rate cases. 

a In connection with these pending rate case proceedings, a Synergy Savings Study was 

submitted on behalf of the NJOUs which evidenced additional annual reductions to the revenue 
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requirements of $6,157,678, offset 'by m u d  amortized costs to ;achieve of $I,O82,OOO, for a net 

savings of $S,O75,678; as a consequence of a 75%/25% sharing of the net Synergy Savings 

etween ratepayers and shareholders, fie stipdafed revenue requirements in these cases reflect 

an additional $3,806,758 of savings maally.  Thus the provisions s f  this Stipulation and the 

related Stipulations in the EWC and MHWC rate cases, when considered with the Change in 

Gontfol Proceeding Order, reflect the flow t;hrou& to ratepayers sf substmtiaf savings Such 

savings, whether already achieved or to be achieved in the htme as a result of the joint 

provisioning of services and joint purchasing made possible by the common ownership of 

NJAWC, EWC and MHWC, are referred to herein as "'Synergy Savings." 

Additional net Synergy Savings may result in the future, md in order to permit 

the Board to continue to monitor Synergy Savings on an ongoing basis, NJAW agrees to compile 

and submit to the Board annually, 45 days after calendar year end, comprehensive reviews far 

each p a x  of data regarding cost reductions resulting from additional Synergy Savings and costs 

to achieve those savings. The data to be relied upon to calculate the future s,vnergy savings will 

be compiled for any Synergy Savings achieved during the period comencing with the year 

beginning July 1,2004 and ending with the rate effective date of the next rate case, The data 

relied upon to calculate the future synergy savings should not include: ( I )  the savings &om 

synergies that were relied upon to calculare the $3 million of payments made after the approval 

of the change in control, attributable to savings expected to he achieved in advance of the 

completion of the next rate cases; or (2) the savings of $6,157,678 that were anticipated in the 

Synergy Savings Study presented in the current rate case (Exhibit PT-I BA). 

C. These additional net Synergy Savings data will be submitted %o the Board f' its 

0 review and consideration of the impact thereof in fbture rate case proceedings. The garties agree 
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that if such additional net Synergy Savings are detedraed to exist, and if the Board determines 

that it is appropriate to share them with ratepayers, such additional net Synergy Savings achieved 

comencing with the year beginning July 1,2004 

shall be shared 50% to the ratepayers arnd 50% to the shareholders, with any allocation of the 

savings to ratepayers to be made as the Board may find appropriate. The parties hereto agree and 

recommend that a one-time bill credit to ratepayers no later than one hundred twenty (128) days 

after the conclusion of the next rate case for each ~f the NJOUs could be issued for these 

purposes. The parties hereto have agreed to this 50% sharing formula in order to (a) reflect the 

fact that the NJQUs are agreeing to relinquish any claim they may have that such sharing 

constitudes retroactive ratemaking, (b) provide an incentive for the lNaOWs to achieve such 

savings and fc) reflect the fact that in the Chimirage in Control Proceeding, the Board determined 

that all transaction costs, as well as any premium paid for the stock of AWW in connection with 

the change in control, would have to be borne completely by the shareholders of RWE. 

D. The lower fevef of cost, on an ongoing annual basis, achieved as a result sf 

identified synergies, including those categories of costs previously subject to sharing, should be 

reflected in the pro foma test year numbers in the NSOUs' next rate cases. The Companies 

agree that the revenue requirement claims for each individual NJOU for the pro forma test year 

in their next base rate cases will reflect the then Bower cost of service as a result of impact of all 

Synergy Savings realized, on an on-going anrauaf basis, through the end of that test year, 

irrespective of the sharing treatment applied to those Synergy Savings. 

E. NJAW shall not be required to maintain a specific deferred account with respect 

to any net Synergy Savings, and NJAW agrees expressly that NJAW shall not object in h e  next 
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F. Any incremental post-test year Synergy Savings identified in my future rate case, 

net of costs to achieve, will be shared 75% to the ratepayers and 25% to the NJOUs. Those post- 

test year Synergy Savings will be Mly reflected in my &awe revenue requiremmt claims made 

by each of the NJOTJs in any future base rate case, consistent with the requirements ofparagraph 

9 D, above, with the effect that the then lower cost of sewice as a result of alI Synergy Savings 

realized through the endof the test year in such future base rate case, reg&dless of past sharing, 

will be fully reflected in rates on an annual ongoing basis. 

G. An m u a l  comprehensive review regarding Synergy Savings wili be submitted to 

the Board at calendar year end and will include: Qa) a summary of the activities undertaken as a 

result of the combined ownership of the NJOUs, prior to the fiiing of these rate cases, and 

following the approval sf the Change in Control Proceeding; with respect to such ahticipate 

savings, $3 million were alllrcady paid as described above; fb) a report regarding whether the 

NJOUs were successfuf in achieving the $5,075,678 of net annual cost savings described in the 

Synergy Savings Study presented in the pending rate cases (Exhibit PT-1. 1A); (c) a repofi 

regarding any additional cost savings achieved above the $6,157,678 of annual revenue 

requirement reductions described in the Synergy Savings Study; and jd) a projection of Mure 

cost savlngs that are anticipated to be achieved during the next year. 

H. Nothing in this settlement shall limit the Board's jurisdiction or authority under 

N.J.S.A. 48:2-5 1.1 in a future proceeding initiated by any party to this settlement. The parzits 

a acknowledge that the cansolidation activities described in the Synergy Savings Study submitted 

by the NJOIJ's, including the moving of certain hc t ions  for NJAV?, EWC and MHWC to a 
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single headqrairters and the Joint provisioning of certain aspects of the service by the NJOUs, 

will have an effect on the level of employees needed by the NJWS to provide safe, adequate, 

and proper utility service. In order to provide for the personal md financial welfixe of all those 

employees who may be affected by the consoiidatiora of the PJJOUs, the aforementioned Synergy 

Study (PT-5A in EWC, PT-I I A in NJAW and PT-SA in M W C  and attached Appendices) 

inc%udes specific prosrisions regarding job placemen%, severance benefits, m early retirement 

option, outpIacement comsehg services, and relocation benefits, The NJOWs reailinn their 

commitments set forth in Appendix 3 of the Synergy Study and the parties agree that these 

provisions are necessary if an appropsiate balance of compassion and fmmcial discipline is to be 

achieved in the consolidation, and for this reason. the PJJOUs agree to provide these services to 

affected employees. These provisions will be applied to affected employees on the terms 

a indicated in Appendix 3. In addition, the NJOUs agree that the benefits and other matters in the 

case of union-represented employees shall be subject to the terms of their bargaining units' 

agreements with the Company (whose terns shall control) and the Company's bwaining 

obligations. These c o m i m e n t s  will remain in effect until the W0Us obtain approval from the 

Board to merge or consolidate the relevant NJOUs. Lastly, the NJOUs agee that they will 

provide the Board Staff and RPA quarterly reports showing the level of employees in each . 

company before consolidation, lhe number of employees positions filled aRer cnnsalidation, and 

the number of positions open but unfilled. These quarterly reports will be filed starting the first 

quarter after the effective date s f  the rates for the last rate proceeding md will continue absent 

further direction of the Board until one quarter after issuance of a Board Order approving a 

merger application involving the NJOUs.. 
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LOW INCOME PAYMENT PROG 

10. The NJOWs shafl work together with the parties to this proceeding to endeavor to 

develop a Low Income Payment Program ("LEY) for customers who are eligible to participate 

in one or more of the following programs: Low Income Home Energy Assistance Program 

( " k m f l ) ,  Lifeline Energy Assistance, f hauanaceutical Assistance &I the Aged and Disabled 

C'gAJW"', and the N. 3. Senior Gold Prescription Discount P m ~ .  It is the intent of the 

into consideration the eligibility and molhmt processes used by the *ograms listed above. 

The parties shall endeavor 40 develop a method to ascertain the pool of eligible households that 

includes households already enrolled in or otherwise qualified to enroll in one or more of the 

above fisted programs and that have a monthly household gross income at or below 175% of the 

federal poverty guidelines. Depending on household size, annual and monthly gross income 
, 

levels of 145% of federal poverty guidelines as sf the current time for FV 2004 are as follows: 

Household 
Size 

4 
2 
3 
4 
5 
6 
9 
8 
9 
1 0 
a +I 
12 

Annual Poverty 175% of Annuaf P o v ~ ~  
Level lncorne Level Income 

$8,980 $15,715 
$12,120 $21.21 0 
$4 5,260 $26,705 
$1 8.400 $32.209 
$21,540 $37,695 
$24,680 $43,190 
$27,828 $48,685 
$30,965 $54,180 
$34,100 $59,675 
$37.240 $65.170 
$40,380 $70,665 
$43,520 $76, 160 

175% of 
Monthly 
Poverty 

Level Income 
$1,310 
$1,768 
$2,225 
$2,683 
$3,141 
$3,599 
$4.057 
$415 15 
$4,973 
$5,431 
$5,889 
$6,347 
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I 1. The EPP will consist of a percentage reduction in both usage based rates and 

fixed customer charges for residential water service with a goal of providing aid in an amount 

not less &an 15% with respect to rates otherwise applicable to such qualifying customers. 

12. The details of how the program will operate md how the customers will be 

notified are to be determined as part of the cooperative process described in paragraph 10 above. 

As part of the cooperative process, &e parties will agree to develop a tariff h a t  will set forth a 

description of rhe LH)P and the eligibility criteria. The EIPP detailis and mechanics developed in 

the cooperative process described above must be acceptable to all parties prior to impfernentation 

of the LIPP. The parties also agree to revisit the eligibility criteria and/or level of the benefit if it 

appears that the financial resources established in paragraphs 13 arid I4 beltow are inadequate to 

meet the benefit goals outlined in paragraphs 10 and 11 above. 

0 13. Initially, the revenue requirement effect of the L P P  for the NJOUs is being set in 

these cases to include recovery of the foliowing net costs in rates: NJAWC - $1,370,000; EWC - 
$590,000; MI-IWC - $50,000. The term "net costs" refers to the costs associated with the 

customer benefits themselves. the incremental administrative costs incurred by the NJOUs to 

implement the EPP, as we18 as incremental costs incurred to communicate and advertise the 

existence of this program to customers, offset by the savings to the water company in the form of 

reduced credit and collection and related costs and revenue enhancements that may occur if the 

water bill is more affordable and capable of regular payment by households that participate in the 

program. The NJOUs and the parties will develop a method to track and evaluate these net costs 

and savings. Rased on this method, the NJOUs will track and defer, for disposition in the 

NJOUs next base rate case proceeding, the amount of net costs over or under the agreed upon 

mount established above for recovery in these rate cases. 

KAW_R_PSCDR3#29a_attachment_NJ_080604
Page 38 of 58



14. The parties agree that dl retail customers and retail customer ccliasses shall 

reimbke the WOUs for the incremental costs of this program and that these costs shall be 

reflected in usage-based charges as determined in the future base rate case.' The incremental 

costs s f  this program paid by any one customer shall not exceed $5,000 per year. 

15. The NJOUs agree to continue the "HZ8 Help to Others9' program md to expand 

its availability to EWC and MHWC customers by April 30,2004. This program shall respond no 

emergency or crisis needs of low-income customers consistent with the program presently being 

administered for NJAW. The shareholders of each MJOU agree to contribute an mount to this 

program equal to the amount donated by the customers of each water company on a $1 for $1 

basis, up to an m u d  amount of $2S9OQ8 for NJAW9 $20,000 for EWC, and $5,000 for MHWC. 

CONSERVATION 

16. RWE/Thames has a bechola~cal focus on alternative treatment solutions such as 

desalination and water reuse projects. NJAW commits to rely upon this experience in a variety 

of ways for: the benefit of ratepayers and the Sfate. Among other things, NJAW will use &at 

experience to help it meet hture challenges and to reduce fumre expenditures as the 

infrastructure ages. in addition, NJAW commits to join with the other NJOUs to undertake a 

systematic study of the potentiai opportunities Bbr conservation and water reuse thoughout its 

service tenitory ("Conservation Study"). The NJOUs or NSAW agrees: (a) to commence the 
4 

study no later than three ( 3 )  months after the effective date of the Board Order in the last of the 

three NJOU rate cases; (b) provide a copy of a draft of the study to Board Staff and the other 

parties subject to confidentiality protections if applicable, within four (4) months thereafter, and 

(c) complete the study no later than six (6)  months after commencing the study. The NJOPJs 

The parties agree that resale customers are not responsible for the costs associated with this 
program. 

KAW_R_PSCDR3#29a_attachment_NJ_080604
Page 39 of 58



after the effective date of the Board Order in the 1 s t  of the tbree NJOU rate cases. f i e  NJOUs 

hereby agree that in the fixmulation of the Conservation Study the NJOUs will identify 

initiatives that will maximize the conservation of potable water use. The Conservation Study 

shall include analysis of the level of conservation initiatives that may be obtainable m d  the time 

b e  necessary to attain the identified initiatives. For example, the Comervation Study may 

find that total potable water savings of 80% is attainable by 2008; and that of this total system 

potable water savings of 10%, that 3% is a result of water reuse, 6% due to seasonal rate 

differentials, md I% fiom household conservation education programs. The study shall 

investigate the feasibility of such reuse and will include an analysis of seasonal water use, and 

identification of customers who presently use potable water for uses for which non-potable water 

can be employed. taking into account technical and economic practicability. The NJBUs hereby 

agree that, in the formulation of the Conservation Study, they wit1 include consideration of the 

following: (aj defining the conservation efforts that will maimize potential benefits to uses  -- 

is., odaeven watering may or may not work based on a particular customer base, and &) focus 

on the economics of re-use and the development of infrastructure to construct a re-use system. 

Additionally, the Company shall include a new tariff page that wili provide language to 

establish, on,a trial basis, terms and conditions for separate categories nf usage for residential 

and commercial water usage. The provisions will include a special seasonal rider to the General 

Metered Service tariff for both residential and commercial customers, which will provide for 

indoor and outdoor (oddleven watering and swimming pool) usage. However the rates used for 

each such tariff for the respective categories of service will remain the same as the rate for 

General Metered Service customers and the Board will examine whether and on what basis to 

establish such terms and conditions in the next rate case. 
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11 7. NJAW commits to undertake the fornufation of a long term master plan, along 

with its NJOU affiliates, to develop a least cost strategy to economically satisfy the long tern 

wnsofidatd needs of NJOU customers conistent with the continued provision of safe and 

adequate service ("Long Term Planning Study'?, e Company agrees: (a) to commence the 

study no later than six (6) m t h s  afier the effective date of the Board Order in the last of the 

three NJOU rate cases; (b) provide a draft copy sf the study to Board Staff within eleven $1 1)  

months thereafter3 (c) complete the study no later than twelve months afier conunencimg the 

study. Subject to canfidentiality protections, if applicable, when the study is completed, a copy 

will be provided to Board Staff and the Ratepayer Advocate, and an executive summary will be 

provided to the parties who are signatories to this Stipulation. The NJOWs hereby agree that in 

a the formulation of the Long Tern Planning Study, they will include, but not he limited to, 

consideration of the following: (a) an individual analysis of system powth for each NJOU, by 

planning area, where feasible, wherein "planning area" has the meaning assigned by the Office 

of State Planning. (b) an evaluation of initiatives tn suppnrt Smart Grnwth, (c.) individual WOU 

system maps identifying planning areas, where feasibie, and (d) ather concepts as the NJOUs 

believe necessary. 

RATE DESIGN AND COST OF SERVICE 

18. General Metered Service Rates for the Company's service territories in Howell 

Township (including customers of the former Adelphia Water Company), Ortley Beach and in 

the Borough of Chester will be equalized with the Company's statewide CMS rates, both fixed 

and vobmetric. With respect to GMS rates in thc Company's Logan service area, the vohnelic 

0 rate will be equalized with the statewide GMS volumefric rate while the fixed service cha~ge 

schedule of rates will be moved toward the statewide GMS fixed service charge so that in the 
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Company's next rate proceeding, the Logan sewice area fixed sewice charge will be equalized 

with the statewide GMS service charge. The statewide GMS fixed service charge for a 51'8" 

meter will be increased to $8~21 per month and the remainkg schedule of fixed service charges 

will be adjusted in accordance with the agreement of the parties. In fhe Company's next rate 

proceeding, the fixed service charges will be developed in accordance with the AWWA meter 

capcity ratios, 

19. The Company's Commodity Demand Service rates will increase overall by 7.7% 

while rates for Off-Beak Service will increase overall by 7.6%. 

20. llhe Manasquan Service Unintempeble rate will remain unchanged. The 

Company will file a separate "stand done'kcost of service study for Maraasquan Sewice in the 

0 Company's next rate case. 

2 1.  Rates for those Private Fire Protection Service customers sewred pursuant to the 

Company's Rate Schedule J will experience a t 5.7% increase. Customers senfed pmu21~~t to 

Rate Schedule L, the highest present rates for this class of customer, will receive no increase in 

rates in this proceeding. Private Fire Protection Service rates for the Ortiley Beach service 

benitory will be set at the rates set forth in Rate Schedule L. With respect to Private Fire 

Protection Service in the former Howell Township system service area, the Stand-By Facilities 

charge will remain unchanged mind the Private Fire Hydrant charge will increase by 18.6%. With 

respect to Private Fire Protection Service in the Logan service area, rates for Sprinkler Head 

service w i l  increase by 18.8%, wbile rates for service provided through Private Fire I H y ~ t s  

will increase by 18.5%. Private Fire Protection Service rates for fithe Company's Adephia 

* service area decrease by 19.8%. 
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22, 'With respect to Public Fire Protection Service, for the Company's entire service 

territory9 except for the Howell and Adelphia systems, rates w i l  increase by 7.9%. In addition, 

in ~ r d e r  to move the Ortley Beach and Logan Public Ere Protection Sewice hydrmt hates 

toward equafization with the Comgmy's statewide Public Fire Protection Service rate, the Ortley 

Beach and Logan Public Fire Protection Service hydrant rates w i l  increase by 5.0% on January 1 

of each calendar year until the Company's next base rate case,proceeding or until equalization is 

achieved, whichever f i t  occurs. Public Fire Protection Service rates in the Howell system 

service area will increase by 1.3% while Public Fire Protection Service rates in the Adelphia 

service area will increase by 15.6%. 

23. With respect to rates for sewer service, rates in the Company's Lakewood sewer 

service area will increase by 8.1 1%, by 9.90% for the Ocean City sewer service area and by 

9.91% for the Company's Adelphia sewer service area. 

24. In the Company's next rate case proceeding, it will examine the impact on . 

customers in the Lakewood Sewer service area that would occur if sewer bils  to these customers 

were to be based on year-round monthly water usage rather than the present system of basing 

sewer bills on annualized winter quarter water usage only. 

SERVICE OUALITY 

25.  The Company agrees to continue to report its customer service 

performance measures as established in the Board Order in the Change in Control 

Proceeding. 

26. No later than April I. 2005, NJAW, EWC, and MHWC will jointly 

@ submit a proposed service quality performance plan to the Board for approval to take 

effect July 1,2005. Such proposed service quality performance plan shall be served on 
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e a11 parties to this Stipulation. This plan shall reflect a uniform set of performance 

requirements, standards and reporting requirements for all three ~ornpanies.~ Annual 

performance shall be measured for each NJOU separately unless the measurement 

reflects a perfomance area that is provided by the NJOUs without regard to the 

individual service tedxory of each NKW. 

27. At a minimum, the parties agree at the NJOUs will include 

measurements that reflect call center pedommce, len of outage, response to 

customer complaints, and a measurement of bill accuracy in their proposed service 

qtidity perfomance plan, as well as the Board's Consumer Repont Card initiative, if 

appIicable. ilra addition, such plan shalt include a requirement that the three NJOUs past 

on their websites by March 31, and include in a bill insert by September 30, an annual 

0 service quality regort that reflecrs the prior calendax year performance. 

28. The N30Us will negotiate with the parties to this Stipulation concerning 

the proposed service quality perfo,mance plan that Is required to be f i led with the Board 

no iater than April 1,2005. In the event that an agreement cannot be reached, the 

NJOUs9 proposal shall be filed with the Board and served upon all parties to this 

Stipulation, subject to comment and public hearing prior to the final decision of the 

Board. The filing, if necessary, will include costs incurred by the NJOUs to conduct 

custurrm pulling, rocus groups and/or orher similar activities to determine customer 

The parties agree that the NJOUs may not be able to develop uniform standards for some time 
into the future due to differences in operations, and/or may choose to phase in the requirement of 
uniformity of perfomance areas and standards over a reasonable period of time, but that dZPPiOltg 
this period customers of one NJOU shall not suffer a degradation of service quality for any 

e performance area compared to standards that are applicable to 2003 performance. 
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e expectations, %he parties agree that the NJOUs can seek recovery of such c ~ s t s  in such 

proceeding as the B o d  deem appropriate Bt i s  the intent of the parties that the Board 

finalize its decision on this matter no later than July 1,2005. 

WEOUWED REVENUE XNCREASE - 

29. m e  p d e s  agree that it is an esseatid element of &is Stipulation that the 

Company have the opportunity to implement new rates at the eararliest practicable time. h that 

connection, the parties agree that they will use their best efforts to cause this matter to be listed 

on the Board's Agenda in a timely f ~ h a o n  so as to enable the Board to consider and decide this 

case on or before February 18,2004, 

30. Upon execution of this Stipulation and the submission of the same to Judge Frank 

e for his rcvicw and incorporation in an Initial Decision, the Company will prepare tariff sheets, 

which will reflect the settlement provisions of this Stipulation, for submission to Board Staff and 

the Division af the Ratepayer Advocate for review and approvaf by the Board. Board Staff 

agrees to work expedifiously to review and approve the foma ofthe tariffs0 that upon Board 

approval of an Initial Decision, the proposed increase can become effective not later than 

Febmary 18,2004. 

38. The revenue requirement increase stipulated to herein, is $24,137,323,9.56% 

over present rate revenues of $252,528,385, and is a Ievel of revenue appropriate to ensure that 

the Company will contii~ue to yrovidc safe, adcqualt: and p r q m  senice to its customers. 

32. Except as expressly set forth herein, the signatories agree &at this Stipulation has 

0 been made exclusively for the purpose of t%lis.proceecling and that the Stipulation contained 

herein, in total or by specific items, is in no way binding upon the parties in other proceedings 
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e before the Board or in other forums or jurisdictions, nor are the contends of this Stipulation, in 

total or by spccific items, by inference, inclusion or deletion, in any way to be considered used 

by mother party as any indication of the position of my party hereto on any issue litigated or to 

be litigated in other proceedings. If any provisions sf this Stipulation are held to be invalid or 

menforceable by m court of competent jbaaisdietion, the remaining provisions of &is Stipulation 

shall remain irn full force and effect, 

33. The garties further agree that the p ose of this Stipulation is to reach a fair and 

reasonable settlement, and that the settlement will s m e  to avoid probait& and costly litigation 

of certain issues and hat with respect to any policy or other issues which were compromised in 

the spirit of reaching an agreement, none of the parties shall be prohibited from or prejudiced in 

a arguing a different policy or position before the Board in any other proceeding, as such 

agreements pertain only to this matter and to no other matter. 

34, This Stipulation contains tems, each of which is inbedependent on the athe& and 

essential in its own right ro the signing of this Stipulation. Each tern is vital to the agreement as 

a whole, since the parties expressly mdjointly state at they would not have signed the 

agreement had any term been modified by the Board in any way. Each party is entitled to certain 

procedures in the event that any modifications whatsoever are made to this Stipulation by the 

Board. If any modification is made to the terms of this Stipulation by the Boa-d, tlx signatory 

parties each must be given the right to be placed in the position it was in before the Stipulation 

was entered. Therefore, if any modification is made to the tems ofthis Stipulation by the Board, 

it is essential that each party be given the option, before the implementation of any new rate 

@ resuiting from this action, either to modify its own position to accept the proposed changes, or to 
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r s m e  the proceedii as if no agreement had been reached. It is also the intent of the 

sipatorios to &is Stipulation &at this settlement, once accepted and approved by the Board, 

shall govern all issues specified and agreed to herein for the purposes of this proceeding only. 

The parties to this Stipulation specifically agee 4hd if adopted in its entirety by the Board, no 

appeal should be taken by them from the Order adopting same as to those issues upon which the 

parties have stipulated. The parties agree &at the witamin Stipulation reflects a mutual baimcing 

of various issues and positions ibna is intended to be accepted and approved in its entirety. 

35. This Stipulation may be executed in as mmy counterparts as there are signatories 

of this Stipulation, ezch of which counterpart shall be an original, but all of which shall 

0 constitute onc and &c samc instrument. 

W JERSEY-AMERICAN WATER 
, m-c. 

By: 
WILLLkM D. LAVERY, JR., E S ~ .  
COZEN O'CONNOR 

DIVISION OF THE RATEPAYER ADVOCATE 
SEEMA M. SINGH, ESQ. 

RATEPAYER ADVOCATE 
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By: ff - 

GENERAL 

By: 
PAUL E. FLANAGM, ESQ. 

SQUAls CUSTOMER GROW 

WEK PURCHASER COALITION 

By: 

By: 
DOUGLAS K. WALKER, ESQ. 
DOUGLAS R. LEI' 

DEPmTMENT OF THE NAVY 

By: 
AUDREY VAN DYKE, ESQ. 
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ST. JOMN & WAYME 

BtTLK PURCHASER COALKfON 

DOUGLAS R. WALKER, ESQ. 
DOUGLAS K.. WALKER, LLP 

DEPARTMENT OF THE NAVY 
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Rate Base 

Rate of Return X 4.91% 

Pro Forma Utility Operating Income 

Utility Operating lncome at Present Rates* 

Utility Operating Income - Deficiency 

Revenue Factor X 1.80348 

0 Revenue Requirement - Deficiency 

Operating Revenues at Present Rates $252,528,385 
Operating Expenses at hesent Rates - -$189,384,462 
*Utility Operating lncome at Present Rates $ 53.143.923 

Ratio - Cost Rate Wei~hted 

Long-Term Debt 
Preferred Stock 
Common Equity 
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New JerseyAmerican Water Company 
2003 Rate Case - BPU Docket No. WR0307056 4 
Base Cost of Purchased Water and Sewage Treatment 
Quantity and Expense per StiputatiQn 

Annul Volume 

BASE COSTS in Million Gallons 

Purchased Water 
Elibethtowta Water Company 4,723.542 
Passaic Valley Water Commission - Gornmanweatth connections 

Water Rates 2,989.880 
Electric Power 2,789.880 

- Little Falls connectiin 580.390 
TOM P w e  

Monis County Municipal Utilities Authority 237.008 
Montclair Water Bureau 82957 
Shorelands Water company 

- Union Beach connections 
- Holrndel connection 44818 

Total Shorelands 
New Jersey Water Supply Authority 

- Contract Minimum 2,943.925 
- Contract Minimum 365.000 - Contract Minimum 706.275 
- Excess Purchases 0.000 

Efectric Power 
Other Charges 4,015 000 

Total NJWSA 
Atlantic City Municipal Utilities Authority 

- Base Rate 180.000 
- Excess Rate 550.000 

Tota; ACMUA 
City of Wiidwood 44.000 
T~wnshlp of Maple Shade 7.216 
Additional Purchased Water Cost due to kew Customers 

and Normalization Adjustment 
Borough of Seaside Heights 73.7f 9 

Total Company Purchased Water 

Sewase Treatment and Disuosaf Cost 
Cape May County Municipal Utilities Authority 1,169.232 
Ocean County Utilities Authority 882.00 
Howell Twp. Sewer Dept. 171.00 

Rate per 
Million Gallons 

Schedule B 

Totai 

Exwnse 

Totai Company Sewage Treatment and Disposal 
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0 8 j 8 8 8 L  OPICOEL I(SIF10071 

aoseav e,  USDI~IYID 
i lDII1T A. M I L O *  
~ A U L I  U. l rO IWOQD 
P I A M U I I  % CIAfI&#S 
8AUlCb a. OhVlOIOY 
TMOYLS C. K l a U Q O I  
JOUU a. C O I a E T T  
e v w l r u  a. S O ~ O I ~ A O  
O A I T  A N I W C L L  
SCOYT M. S K R a U I I  
SIN ?8u*eaafmm 
0194 0 .  OOWOCU 
* I I L  d C t Y l l l l  
PCfOl)  .I. W S W D  
OAYlD E .  POUPS* 
WILLIAM S WUAUQ 
( U A T T W ~ l  I. WA*O 

1935 NEW MAwPsnrRa AVENUE. MW 
WASH~NGTOW. DC 20018 

I have also included a self-address& stamped envelop and nva, additional copies of the 
Supplemental Motion which I dlsk be date stamped a;id returned to me. 

3hnk you for your consideration in &is rnmer. 

Yours nufy, 

DBL:fh 
hcloseues 
ec: BU Parties 
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Y1W8 the Petition BPU Docket No. WRO30705 10 

withdrawal from ehese proceedings is pursuant to an agmzmst between W A  md 

W A  heal  395, aRca the New Jersey h & c w  Ei*cQhtoyvpa, anad Mom% Holly 

Water Companies. 
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taw 0fficG of George Duggan 
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PAGE 03/63 

The Nonorable B q  N. F d  
Office of Administrative Iriw 
33 Washington Street 
Newark, New Jersey 071 02 

Dear Judge Frank: 

With respect to thc above referenced maner, p l e a  be advised that the Bulk P u r c h s a  
Coditicm @PC) wifl not be executing the sripulatio~1. howeyer does not oppose s m e .  

Thank you far your attention t~ the foregoing. 

Very truly yours, 
F M N  FRhNCIOSO 

cc: Service List (via fax) 
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Honomble Barry Frank, ALJ 
Office of Adminisw~ve Law 
33 Wasihington Street 
Newark, New Jersey 073.62 

Bear Judge Frank: 

This law finn represents the Township of Maplewood in the above captioned 
matter. I m writing concemhg the Stipulation of Settlement that i s  currently under . 
review by the parties, 

Please be dvised &at the Township of Maplewood has deremined not to take s 
position regarding the proposed settlement. Therefore, the Township cioes not intend to 
sign B e  Stipulation. Thank you for your attention to this letter. 

Cc: Roger 3. Deside~io, Esq. 
William D. Lavery. Jr., Esq. (via fax) V 
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From: 
Sent: 
To: 
Ce: 

Subject: 

DWOClawr@aol.cm 
Monday, January 26,2004 12:06 PM 
hvery, Jr., William 
E-mail; E-maii; E-mail; E-mail; E-meif; E-maif; E-mail; E-mail; E-mail; E-mail; E-mail; E-mail; 
ssteinde@rpa.state.nj.us (Sarah H. Steindel; E-mail; E-mail; E-mail; E-mail; E-mail; 
PAULEFUU\fAGW@aol.eom; Earnail; E-mail; E-mail; E-mail; E-mail; E-mail; E-mail; E-mail; 
E-mail; E-mail; E-mail; E-maB; DWBClaw@asl.mm; E-mail; E-mail; E-maif; E-mail; E-mail; 
E-mail; E-mail; &annrig@consu 
stipuiation 

LAH OFFICE OF DOUGUS R. H U W R  
A Professi~nal Corporation 
15 East 8th Street 
P . O .  Box 507 
Ocean City, New Jersey 08226 
Fed. ID # 22-3514311 

Admitted in NJ and PA 
DWOCLAWR@AOL.COM Fax 

Telephone ( 6 0 9 )  399-9095 
(609) 399-6993 

January 2G, 2004 

Honorable Barry N. Frank, ALJ 
New Jersey Office of Administrative L a w  
33 Washington Street 
Newark, NJ 07102 

e via First Class Mail and Fax at (973) 648-6124 
Re: In the matter of the Petition of New Jersey American Water 

Company, 
Inc. for an Increase in Rates for Water and Sewer Service and Other 

Tariff Madifications 
BPU Dockat No. WF.03070511 
OAL Docket No. PUCRL07279-2003N 

Dear Judge Frank: 

I represent the City of Ocean c i t y  ("Ocean City"), intervenor in the 

above referenced marter. Ocean Clty has T P V ~ P W C ~  t h e  final Stipulation 
of rates 
and issues that is now before Your Honor. Kindly accept this letter as 
notlce 
that Ocean City will not bc a signatory to r11r S t i p u l d t i u r l  but it will 
not 
oppose ~ t s  submission to the Court. 

Respectfully yours, 
LAW OFFICE OF DOUGLAS K. WALKER, P. C. 

By: / 8 /  
Douglas K. Walker, Esquire 

City of 
Service L i s t  
Ocean. ti ty 
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