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REC’D

Via Federal Express and Electr, o, nic.Mail

August 6, 20 t 4

William Agee, Hearing Of’ricer
Board of’Public Utilities
44 South Clinton Avenue, 9th Floor.
P,O. Box 350
Trenton, NJ 08625-0350

Honorable Kdsti Izzo
Board of Public Utilities
44 South Clinton Avenue, 9th floor
P.O. Box 350
Trenton, NJ 08625-0350

RE: In the Matter of the Petition of Middlesex Water Company for
Approval of a Foundational Filing for Establishing a
Distribution System Improvement Charge
BPU Docket No, WR14050508

Dear Mr. Agee:

Please be advised that the parties to this proceeding, Middlesex Water Company, the Staffofthe
Board of Public Utilities and the Division of’Rate Counsel, have executed a Stipulation o[’Setttement
fully resolving this matter. Attached please find a fully executed Stipulation of Settlement in
connection with the above referenced tnatter.

Please let me know if you require any additional in~’brmation.

Very truly yours,

Jay L. Kooper
Vice President, General Counsel
and Secretary

JLK:rk

co:    Service List (wlenclosures)/’/

Middlesex Water Company
Provider of Water, Wastewater & Related Products and Services"

NASDAQ: MSEX 1.500 Ronson Road, lselin, NJ 08830-3020 www.middlesexwater.com
(732) 634q 500 Tel. (’/32) 638-7515 Fax
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN TIlE MATTER OF THE PETITION OF     :
MII)I)LESEX WATER COMPANY FOR      :
APPROVAL OF A FOUNDATIONAL       :
FILING FOR ESTABLISHING A           :
DISTRII:IUT1ON SYS’FEM                   :
IMPROVEMENT CtlARGE                     :

BPU I)OCI(ET NO. WR14050508

STIlqlLAT1ON OF SETTtoEMENT

APPEARANCI’~S:

Jay L. Koopcr, Esq., on behali~ofMiddlesex Water Company, Petitioner

Christopher Psihoules and Alex Moreau, Deputy Attorneys General (John ,I. f loffman,
Acting Attorney General of the State of New Jersey), on behalf of thc Staff of the Board
of Public Ulilities

Debra Robinson. Esq. Deputy Rate Counsel, and Susan McCIure, Esq. Assistam Deputy
Rate Counsel, on behalf of the Division of Rate Counsc! (Stefanie A. Brand, Director~

TO "FILE HONORABLt,i BOARD OF PUBLIC UTIIoITfES:

l’he parties in ~l~is proceeding, Middlesex Water (’ompany (the "(?ompany’" or

"’Petitioner"). the Division of Rate Counsel ("Ram Counsel"), and Staff" of the Board of Public

Utilities ("Stafl")(collcctively, the "Signatory Parties"), have come to an agreement to cm~ck~dc

this matter, described as the within Stipulation of Sctttemem (hereinafter ~lae "Stipulation"). As a

result of an analysis of Petitioner’s Foundational Filing and a public hem-hag held i~ the service

territory, the Signatory Parties hereto agree and stipulate to the procedural histary, set fonh

below.

On May 30, 2014, Petitioner, a public utility co~oration ol’the State of New Jersey. filed

a pctition (the "’Foundational Filing") with the Board of Pubiic Utilities ("the Board") seeking



authority to implement a Distribution System hnpmvement Charge ("DSIC’) pursuanl to

N.J.S.A. 48:2~21 and N.J.A.C. I4:9-10.t et se%~ Specifically, the Company requested Board

approval of ils Foundational l~iIing pursuant to N.J.A.C. 14:9-10.4(b1 to recover costs ass~ciated

with DSIC-eligiblc projects through an approved DSIC rate.

On Jtmc 30, 2~4, the Signatory Parties convened a telephone scheduling conference mad

agreed ~t~ a procedural schedule which would pcrmil this minter to be acted upon by the []oard

within the ninety (90) day period s~ecified in N.J.A.C. 14:9-10.4(c).

Aller preper notice, a public hearing was held on July 28, 2014. at the Woodbridgc

YMCA Community (?eater, toemed in Woodbridge, New Jersey. A copy of tl~e public notice

setting out the proposed r~tc impact of the DSIC is attached as Exhibit A hereto. No members of

the public appeared m the hearing. The public comment hearing was transcribed and made a p~rl

of the record,

Settlement discussions were held, and the agreements r~xcl~ed during those discussions

have resulted in the following stipulations:

1. The Signatory Pm~ies stipulate flint the Company concluded a base rate

proceeding and implemented new base rates pursuant to an Order of the Board dated June

2014 in BPU Docket No. WR13111059. N.J.A.C. 14:9-10.4(c)precludes approwd ol’t~ DSIC

tbundationat I~ling where the utiIity has not had its base rates set by the Board witlfin the past

three ),ears. The Signatory Pmzies, therefore, propose a finding that the Company has met the

requirement specified in N.J.A.C. 14:9-t 0.4(c) regarding the setting of new base rates.

t In its November 8, 2013 base. r~le filing, BPU Docket No. WRI31 t 1059, the Company reserved Exhibi! K to be

used ~br its updated |)SIC goul~dational Filing, However. tim Cumpany, in the, S~ipulation t?]ed in ~hal dockcL
withdrew its request to approve a new DS[C Foundational Filing as part of the base r,~te case.
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2. The Signatory Pro’ties stipulate that the engineering evaluation report was

suN~ilted pursuant to N..I.A.C. 14:9-10.4(b)(1), DS1C project iafommtion fbr the upcoming

DSIC period was submitted pursuant to N.J.A.C. 14:9-t0.4(b)(2), the expected amaunt ~f base

spending, including underlying detail on appropriate infrastructure types, a proposed DStC

assessmenl and work papers showed detailed calculations supporting the proposed assessment

schedule pursuant to N.J.A.C. 14:9-10.4(b)(3), appropriate public notice and a hearing were

given pursuant to N.J.A.C. [4:9-10.4(b)(4), and N.J.A.C. 14:9-i0.4(b)(’5) and (6) are inapplicable

at this time. Staff finds the Foundational Filing requ[rement to be administratively complete.

The Signatory Panics. therefore, propose a finding that the Company has satislTed its

Foundational Filing requirement specit~ed in N..!.A.C. 14:9-10.4(b) and recommend that the

Foundational Filling be approved by the l~oard.

3. While the Signatory Parties recommend that the Board approve this Foundalional

Filing in its current form. the Pm~ies stipulate and the Company agrees that the engineering

evaluation conducted ~br the next Foundational t:iling will include a speci|’ic assessment of the

effecls of externat co~vosi.o~l and pressure transients on the number of main faitures experienced

by the Company, Strategies to address these Iiailure modes will be speci!]cally addressed in the

engineering evalualion, l:urlhermore, the Parties Stipulate and the Company agrees thal it will

de~,elop a more Ibrmal risk-based method of prioritizing project schedules and include a

description of the risk-based ranking system in its next Foundational l:iling.

4. The Signatory Parties stipulate the projects contained in Exhibil B attached hereto2

have been reviewed, and are DSIC-eligible projects as del]ned at N.J.A.C. t4:9-10.2 with the

exception of projects classified in Exhibit I3 as "Base Only’" pro.iects. "Base Only’" projects may

’ Exhibil B was included as parl of the Foundational Filing but later updated by the Company on July l I, 2014.
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be used to satis~, the Company’s Base Spending obligation but these projects are ~ot DS1C-rate

eligible. Furthermore, the Signato~3’ Parties stipulate that none of the projects contained in

Exhibit I~ commenced during ~he Foundational Filing approved by the Board on Mm’ch I, 2013.

denoting that only DSIC-eligible projects commenced and placed into service after the effective

date of this Foundational Filing will be eligible for recovery t, nder this Foundational Filing.

5. The Signatory Parties propose a findhag that the Company be authorized to

recover through its DSIC the actual costs associated with the DSIC-etigible projects, as defined

in N.J.A.C. 14:9-10.2, contained in Exhibit B.

6. The Signatory Pa~ies agree that aclual DSIC charges wil! be levied on General

Metered Se~wice customers billed in accordance with Rate Schedule No. 1 and Priw~tc Fire

Se~wice customers billed in accordance with Rate Schedule No. 2 and that the rate will be

calculated in a manner consistent with N.J.A.C. 14:9-~ 0.8(a)(3).

7. The Signatory Parties agree that the Company’s base spending requirement is

,$2,923,000. The Signatory Parties further agree that the Petitioner’s maximum amount ofmmual

[3SIC revenues that may be collected is $3,561,951.00, as calculated in l~xhihi~ C atlached

hereto."~ The Signatory Parties further agree that the maximum DSIC surcharge cannot exceed

the rates set fotlh in the petition, for which notice was published and annexed hereto as Exhibit

8. The Signatory Parties recommend to the Board that it consider this Stipulation at

its next Board agenda meeting.

Exhibit C was inclt~ded as part ofthe Foundafio~al Filing but later updated by the Company on Juiy 30. 2014.
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9. This Slipulation is the pmducl of negotiations by the Signatory Parties, reflecting

a mutual balaneing ot" interests and containing interdependent provisions, therefore it is an

express condition of the settlement embodied by this Stipulation that it be presented to the Board

in its entirety without modification or condition as each term is vital to its whole. It is also the

intent of the Signato~T Parties that this settlement, once accepted and approved by the Board,

shall be a binding resolution governing all issues in this matter, specified to and agreed to herein.

10. The Signatory Parties specifically agree that if adopted in its entirety by the

Board, no appeal shall be taken by them fi’om the Order adopting same as to those issues upon

M~ich the Signalory Parties t~ave stipulated herein. In the event any particular aspect ol" lhis

Stipulation is not accepted and approved by the Bom’d, any Signatory Party hereto materially

affected shall not be bound to proceed under this Stipulation. None of the Signatory Parties shall

be prohibited from or prejudiced in arguing a different policy or position betbrc the Board in any

other proceeding, as such agreements pertain only to this matter and no other matter.

1t. it is specifically understood and agreed that this Stipulation represents a

negotiated agreement that has been made exclusively lbr the purpose of these proceedings. All

rates are subject to audit by the Board.

12. This Stipulation may be executed in as many counterparts as there are Signatory

Parties o1" this Stipulation, each of M~ich counterparts shall be an original, but alt of which shall

constitute one and the same instrument.
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MIDDI,ESEX WATER COMPANY

Date
By:

E~tl.
Vice President, General Counsel & Secremry
Attorney for Petitioner

JOHN J, HOFFMAN
ACTING ATTOR.NEY GENERAl., OF NEW JERSEY
Attorney [br Smfl’ofthe New Jersey
Board of Public Utilities

Date
By:

Christopher Psihoules
Deputy Attorney Ge,aeral

STEFANIE A. BRAND, ESQ.,
DIRECTOR- DtViSION OF RATE COUNSEI.

Date
By:

Susan McClure, Esq.
Deputy Rate Counset
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JOHN J, f IOFFMAN
ACTING A’FrORNEY GENERAl. OF
Attorney f~r Staffof the New Jersey
Bonrd of P~blic

By:

STEFAN1E A. ~3RAND. ESQ.,
I’)IRI:L](,R DIV~.qlON OF RATF (’~l

Susan McClure, l:sq.



NOTICE OF PUBLIC HEARING
MIDDLESEX WATER COMPANY

NOTICE OF FII,ING OF A PETITION FOR APPROVAl, OF A
DISTRIBUTION SYSTEM ]MPROVI:,’MENT C11ARG-E

BPU Docket No. WR14050508

EXHIBIT A

PLEASE TAKE NOTICE that on May 30, 2014, Middlesex Water Company (the "Company"),
pursuant to N.J.A.C. 14:9-10.1 et se~, filed a Petition with the Board of Public Utilities (the
"Bom’d" or "BPU") o[’the State of New Jersey seeking approval to implement a Distribution
System hnprovement Charge (~DSIC" or "surcharge"). A DSIC is a rate recovery mechanism to
encourage and support accelerated rehabilitation and replacement ~I" certain non-revenue
producing, critical water distribution components. Ils puumse is to enhance safety, reliability.
water quality, systems flows and pressure, and/or conservation. A DStC ratc is interim, subject
to refitnd, until the subsequent base rate case.

The Company’s Petition consists of a Foundational Filing. The Foundational Filing lis~s the
projects the Cornpany believes ate eligible for recover}, through the DISC surchmNe lbr the
period 213 ~ 4 through 2017. Please note the Company has requested that a maxhnum quarterly
DStC surcharge of $6.69 per meter equivalent be authorized. The Company will implement the
DStC surcharge if, and when, it achieves specific levels of infrastructure investment and places
the ti~cilities into service as required by N..,.I.A.C, 14:%10.4.

The Company has proposed that the DSIC surcharge be assessed to the following services and
classes of customers based on the customer’s meter size or service connection: General Metered
Service and Priwtte Fire Prmection Service. Pursuant to BPU regulations, public fire service
charges are not affected by this surcharge. It is important to note that any sumharges
implemented as a result of the DSIC will be revised on customer bills on a semi-annualbasis.
The maximum surcharges shown below are nol intended or expected to be reached until the
conclusion of both the Foundational Filing proceeding and subsequent semi-annual DSIC filings.
The Company expects the rates to be assessed h~ercmentally over a three year period
commensurate with the Company’s aetuat I)SIC program capital spending.

Tim maxhnum proposed DSIC rotes allowable tbr recovery pursuant to N.J.A.C. 14:9-I0.1
~ are set out below:

PROPOSED DSIC SURCHARGE RATES
General Metered Service

....... M~_x.i,m’m Proposed D,sIc Surch~[g~.: ........
Proposed        Proposed

Meter S!.:7..e . . Mg.n.~h!), Rate
5/8" $ 2.23 $ 6.69
3/4" $ 3.36 $ 10.08

$ 5.48 $ 16.44

’ The maximum surcharge is 5%, implemented in.semi-annual increments as.approved projects are placed
service, fikety over a 12 .-36 month period.



EXHIBIT A

I-l/T" $ I0.95 $ 32.85
2"’ $ t7.97 $ 53.91
~ $ .~3.64 $ 100.92

$ 55,80
$t11.64
$178.31
$256.09
$593.66

$ 167.4(1
$ 334.92

] "
$ 768.27
$1,780.98

PLEASE TAKE FURTHER NOTICE that a public hearing on the Company’s Petition has been
scheduled for:

July 28.2014 at 5:30 p.m. at Room 2t5 of the Woodbridge Community Center.
located at 600 Main St., Woodbridge, NJ 07095.

A Hem’ing Officer designated by the Board will preside over the public comment hearing.
Members of the public are invited to attend and express their views on the proposed DSIC
mechanism. Such comments will be made a part of the final record in the proceeding. Writlen
comments may be submitted to the tton. Kristi Izzo, Secretar3,, Board o[’Public lJtilities. 44
Clinton Avenue, 7th Floor, Trenton, New Jersey 08625; or the New Jersey Division of Rate
Counse!, 140 E. Front Street, 4t~’ Floor, Trenton, New Jersey 08625. Please include Docket
Number WR14050508 in your commem letter.

Notice of the Petition was also served on the Clerks of Municipalilies, and the Clerks of the
County Boards of Freeholders in the service area of the Company. Further intbrmafion and
copies of the Petition may be obtained at the Board’s offices located at 44 S. Clinton Avenue, 71}1
Floor, Trenton, New Jersey 08625 or at the Company’s offices located m 1500 Ronson Road,
tselin, New Jersey 08830. A copy of file Petition is available for public inspection on the
Company’s website m http:iiwww.middlesexwater.com/customer-careiremdatorv.

Please submit any requests for special accommodation, including interpreters, at least 72 hours
prior to this hearing to the Company’s counsel: Jay L. Kooper, 1500 Ronson Road, Isclin, New
Jersey 08830, phone 732-634-1500.

MIDDLESEX WA’I’ER COMPANY
5(10 Ronson Road

lselin, New Jersey 08830
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Middlesex Water Corn pany
DSlC Foundational Filin~

BPU Docket No. WR14050508 SE-3

01P-14-322

01B-15Hyd

01B-15Main

01B-!SMRP

Reason for Proiect

. .S..e..ptember 2015-

Proiect Oesc.dption

Projected
Estimated In Service

......... 0uration

Roosevett Pa~"k - Oak Drive De~ End Ciusu~e

Sayreville 30,: distribution. .main for Sayrevifle c.u~.t.o.,.mers

Main

"Main" Re.p{ac~.me, nt

Rep~ac~men~ of Ion8 seduces off 30" transmission main with new mains

and ~ewices (8~ I~ .................

Base On~v

RENEW 2.O15 - PoSt AuBust 20L5
Semite Line Blanket
Hydrant Blanket

Mains Blanket

,Main Rep.lacemenL~ Due to Muni~paT Road Pro~e~ ....

Improvement

B~anket
Blanket

Blanket

Blanket

Distribution System rehabifftation project including rJeaning and Lining and
replacements in
~rviCe Bne r~plaeement & relocations duflng the year

Hydran~ repSacement & relocat)ons during the Veto

lnstBIIal;ion & Re_placement of miscdtaneous T&D mains du{!ng ~he.year ......... t80 Z/7~B/ZOIG! S ....
Rep~acement~ of mains with histo~ o~ failures Or issues ahead of

mun~l,road pavingpFoBFams. IgO 2/28/~p~.~J S

2,000,000,00

01F-16-301

O~B-IGMain

O~B.IgHYd

01B+I6MRP

RENEW 2016 - Pro August 7,016

west Park Avenue Main R~piacement
Service Une Blanket
Mains BIank~ .......
Hydranl: [~anket

Main Replacements .D.ue to Municipai Road Project.s

.......M_ ,~]n pep1 (lnternaf)
B~ap~..~ ........
Blank, el
Bfanket

Blanket

Distribution System rehabilitation grojec$ indudin8 Clean{rig and Lin]nF~
repfacements pro’oct
Replacement of approximately ~,~0-~ of 6" with 8" main on West Park

:Avenue ~n AveneL W~k wiU extend from the interSectio~ of Tappen Street

~ewice Iine’~eplacem~pt ~.reIo~’~£~G’~,~uT~9~ ~h~ year      " ’

~y~rant replacement & [~jp~UonS d~ng [Se V
Replacements of mains with h~s~o~ 0f ~Hures or ts~’s"ahe~d of
municipa~ ~o~ .pavin~

~o ~/~no~61S ~z~,ooo.O’o~

180 8/31/2016 S 3SO, O00,OO

Projected AIr~.ount Towards Base Spending
Projected Amount Towards

$ ~,880~61730



Middlesex Water Company
DSIC Foundational Filing

BPU D0¢ket No. WR14050508

Prolec’, Name l Location ........... ~eaS~.n for Proj~c~

01P-16-301 RENEW 2016 Po~l....A.~ust 2016
OtB~16Se,’v Service Line B~a~ket

01B-16Main Mains Blanke~
~,.t.B-15Hyd Hydrant B~anket

~kB-~6MR.p _M?!~ Rep~aceme~s Due to....MunTc[~al Road ~rojec~s

............................
Estimated In Se~ice

................. Pro eel.Description .......... ~!i09 D~te

Di~ribut~on SyStem ~ehab~l~tation proje~ ~ndudi~-C~nin8 and Linin~

Im~vemenl r~.p~aceme~tS ~toje~t 30
~lanket ..... ~[v~�e line repla~ent ~ telocat~o.~.~pring the y~af ....... " " t~o 2/28/~017

Blanket. Installation & ................ffe~lacement of miscellaneous T&D mains during ~he .year ......... ~ 2/28/2017
Blanket ......... H~dra.~(~i~ce~nt & relo~tion~ ~ur~.t~, yea~ .......... ~80 2/.~..~.~2017

Replacemen~ o~ mains with hi~aw of ~ilu~e~ or issues ahead of
Blanket . m.~.~ipal (oae pav.in8 p~o~rams, . .... $~ 2/28/2017

Estimated Pro~ect

..... .Cost

...................... Projected AmountTowa[ds Base.SFe.ndln{~ $ 913,419.O0

.......... P~le~e~ ~ountTow,~’ds D5IC $

=OIP-10-309

[}1P-!7-301

01P-15-302

01P-15-303
OIBqTServ

01B-17Main
0LO-17Hyd

Strawberry H~!I Reinf.or~me,nL P, roiect .. M~in ~!~_f. ................... !.~7~a!!a~ig~_o.l_ ;[_,~00 LF of 8" to close dead ends and 2nd feed. .,t.o !.oI!yp_o~p.....    601 8,/3!/202,7
Base Only

220,0OO.00

RENEW 2017 Pre August 2017

.East Woodbdd~e Ave M~in Replacement

3ree, nwich Drive Main Replacement, Edison, NJ

Bucknei A’~e Main Replacement.. Wo~dbridge, NJ ........
5e~ce Line Blanket
Mains Blanket
Hydrant Blanket Blanket

M~n Replacement~ Due [O Mu~idpal......~oad Pro~ec~ ~. Slanke~

DTstribution System rehabilitat.ion project incl~din~~leaning and Lining and
~.m provement replacements proj~ct

.Installation of 1,400 If of ~" main on East Woodbri~ge Ave ~ Clinton P~ace
main ~pl~ce~nl.

Replacement of- 1750’ of 6" with 8" includTng se~ices valves and
L~a~n Replacement

Rep~acemen~ of- ~0’ of 6" With 8" inc]~’~’i~8 se~ices v~l~esa~~ .......
Imain ff~placement hydrants

Sewice line re~lacem..~nt

Hydranl

m u~icipal ro~d paving proKrams.

300,000

350,000,00

325,ODO.00

211,919.00
126,0OO.O0

3S0,000.O0

Total Prolecls Proj,e~e:d to 6e. Completed 8/31,/2017 $ 5,070,97,9.00
.. Projected Aml~unt Towards Base spe~e!~e $ z, o09,ss:L0o

Projected Amount Towards DSIC $

Projected Am.,ount Towards Ease spe.~.din8 $ 2,923,0OD,00
Proiected AmountTowards DSIC $ 5_,061,33E.00

Pr~lee; ~.,~I- R.evis~d l)cscril~d,ms- Revised Blanke[s 7-2-I-I.×I~,. 2~16-21U7 Pa~e 3 ~[" ~ ExhiSh B



BFU Docket No, W.R~,405050~

MWC Proposed DSIC Assessment 1

Nvte - RENEW is finnnced ~,’mx- exempl bonds. T~,x tlepre~iatitm rate ~s 2% per IRS.

Quarlerly cO~l per 518th Inch Meter - Typical R~.~idcniial Customer -

DSIC Revom¢ as a % of loin Revenue 71.239,027
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MWC Proposed DStC Assessment 2

N~te - RENKW is l~naneed wYlllx- exempt hi;rids. Tax depreciatio~ rate is 2% I~r IRS.

cost per 5lBlh Inch Meier - Typical Residential Customer
cosl per 518th lneh Meier - Typical Rc,~idcntlal (7USlOmer -



MWC Proposed DSIC Assessment 3

HXIIIHITC
I-~EVIS El)- July

I: --,.++o I

Monthly ~t put 51gth Inch Meter- Typical Res~demial Custm~r-
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MWC Proposed DSIC Assessment 4

l.ess" GR F

S 71,2++9,027

Mt+nlhly c<+t per 5/Sth lncl+ Meier + Typical Residential Customer
DSIC Revenue as a % +ff total Revenue                  71,239,027

I $ 2.2? |
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MWC Proposed I)SIC Assessment 5

I~PU Dockel No. WIlI405050B EXtI1F3IT C

135 f !~ 035 �~ 2~

DSIC Rcven~ ms a % ol’totnl gevcntl¢ 71,239.027

Page S of 6



MWC Proposed DStC Assessment 6

Docket No, W~4050508

Monthly cost per 5/glh tach Melee - T)l~icat Residential Cust~m~et -
DSIC Ret, em~e m +i % of tOlal Revcmie                  71 +239,027

$ 3,44 i
2.58%t


