
State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION SETTLEMENT

OAL DKT. NO. PUC 04725-15

AGENCY DKT. NO. WR15030391

IIMIO PETITION OF THE MIDDLESEX WATER
COMPANY FOR APPROVAL OF AN INCREASE IN
ITS RATES FOR WATER SERVICE AND
OTHER TARIFF CHANGES

Stephen B. Genzer, Esq., for petitioner Middlesex Water Company, (Saul

Ewing, attorneys)

Veronica Beke and Christopher Psihoules, Deputy Attorneys General, for Staff

of the Board of Public Utilities (John J. Hoffman, Acting Attorney General

of New Jersey, attorney)

Susan McClure, Assistant Deputy Public Advocate, for Division of Rate Counsel

(Stefanie A. Brand, Director)                                     :J.

Kevin A. Confi, Esq., for intewenors To.ship of Marlboro and Old B~dge

Municipal Utilities Authority (DeCotiis Fi~patfick & Cole, attorneys)

Jean L. Cipriani, Esq., for intervenor Township of East Brunswick (Gilmore &

Monahan, attorneys)

Record Closed: July 28, 2015 Decided: July 28, 2015

BEFORE GAlL M. COOKSON, ALJ:

New Jersey is an Equal Opportunity Employer
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On or about April 7, 2015, this matter was transmitted to the Office of Administrative

Law (OAL) for hearing as a contested case pursuant to N.J.S.A. 52:14B-1 to-15 and

N.J.S.A. 52:14F-t to- 13, on the petition of Middlesex Water Company for approval to

increase its rates and other related relief. On or about May 4, 2015, the case was assigned

to the undersigned. On May 6, 2015, I convened a telephonic case management

conference dudng which discovery procedures were discusses and the public and plenary

hearing dates were scheduled. By Order entered on May 19,. 2015, the Board suspended

the new rates from going into effect until September 4, 2015. On June t5, 2015, !

presided over a public headng at the Woodbridge Public Library in Fords, New Jersey. No

member of the public attended.

Severat case management conferences were convened in the intervening period of

discovery. Prior to the scheduled hearing dates, the parties advised that they had reached

a tentative resotutioh of the issues in dispute. In fulfillment of the agreement, the parties

submitted under cover of July 27, 2015, a fully-executed Stipulation of Settlement, which is

attached hereto and made part hereof, tt resolves this rate proceeding to the ful!

satisfaction of the parties. Municipal intervenors submitted letters setting forth that each of

them has no objection to entry of the Stipulation. Accordingly, and on that basis, i have

reviewed the record and terms of the Consent Order and FIND:

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

signatures of the parties or their representatives.

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

with law.

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

and therefore, it is ORDERED that the matte=: be deemed dismissed with prejudice and

that these proceedings be and are hereby concluded.

I hereby FILE my initial decision with the BOARD OF PUBLIC UTILITIES for
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This recommended decision may be adopted, modified or rejected by the

BOARD OF PUBLIC UTILITIES, which by law is authorized to make a final decision in

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

within forty-five (45) days and unless such time limit is otherwise extended, this

recommended decision shall become a final decision in accordance with N.J.S.A.

52:14B-10.

Ju.jy.28, 20!.5.
DATE GAlL M. COOKSON, ALJ

Date Received at Agency:

Date Mailed to Parties:
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STATE OF t~EW JERSEY
BOARD OF PUBLIC UTtLF~ES

IN THE MATTER OF MIDDLESEX
WATER COMPANY FOR APPROVAL
OF AN INCREASE IN ITS RATES
FOR WATER SERVICE AND OTHER
TAI~FF CHANGES

STIPULATION OF SETTLEMENT

BPU DOCKET NO. WR1503039t
OAL DOCKET NO. PUC 04725-2015N

APPEARANCES:

Stephen B. Genzer, Esq, Saul Ewin8 LLP, and Jay L. Kooper, Esq., on behalf of
Middle.sex Water Company. Petitioner

Veronica Beke, Deputy Attorney General, and Christopher Psihouiez, Deputy Attorney
General (John J. Hoffman, Acting Attorney General of New Jersey), on b~half of the
Staff of the New Jersey Bo,’n~ of Public Utilities

Debm F, Robinson, Esq., Deputy Rate Counsel, and Susan MeClum, Esq., Assistant
Deputy Rate Counsel, on behalf of the Division of Rate Counsel (Stefanie A. Brazed,
Director)

Kevin A. Conti, Esq., DeCotiis, FitzPalrick & Cole, LLP, on behalf of the Old Bridge
Municipal Utilities Authority and Marlboro Township

Jean L. Ciprieaai, Esq., Gilmore & Monahan, P.A., on behalf of the Township of East
B~-tmswick

TO TILE HONORABLE OAIL M. COOKSON, AIA AND THE BOARD OF PUBLIC

This Stipulation of Settlement resolves all issues raised in BPU Docket No.

WR1503039l in which Middlesex Water Company ("Middlesex"or the "Company") seeks to

h~erease its rates for water service ~d other tariff changes. "l’lae Signatory Parties to this

Stipulation of Settlement are Middlesex, the Division of Rate Cctmsel ("Rate Counsel"), and the

Stuff of the Board of Public Utilities ("Staff")(cotlectively th~ "Signatory Parties"). Also

participating in this proceeding m’e the following entities who filed Motions to Intervene, which

were unopposed by the Company, including Marlboro Township ("Marlboro"), the Old Bridge

Municipal Utilities Authority ("Old Bridge"), and the Townsi~ip of East Brunswick ("East



Brm~swick") (collectively the "Inlcrvenors"), Together, IRe Signatory Parties and the

Intervenors shall be designated the "’Parties". The Intervenors submitled leteers that do not object

to th~ terms of the Stipulation of Settlement.

As a result of art analysis of the petition, pre-fited testimony and exhibits, several

conferences, negotiations, responses to h~.mdtvds of infon~ation requests and folIow-up requests.

and a public hearing l~eld in the service territory, the Sign~atory Parties execute this agreement to

r~solve the issues in dispute in this matter. The Signatory Parties hereto AGREE and

STIPULATE that:

On March 3t, 2015, Middlesex Water Company, a pub{it utility corporation of the State

of New Jersey, pursum~t to N.J.S.A. 4g:2-2I, and N.J.A.C. 14:I-5,1

and N._LA~C. M:9-I0.t et ~ filed a petition to increase rates for water s~rvice, to make other

tariff changes, and to update the base consumption and base costa established in the Company’~

prior base rate proceedingt and utilized when setting the Compm~y’s Purchased Water

Adjustment Clause ("PWAC") under N.LA~C, 14:9-7.1 ~ ~ in BPU Docket No.

WR12010027. The Compmw also requested authority to establish a Distribution System

Improvement Charge ("DSIC"), and to update its Foundational Filing~ to include future planned

DSIC-etigibte projects, The Compm~y requested a rote increase of approximately $9.45 million

The Company’s prior base rate ease in BPU Docket No. WRI3111059 concluded by Order of the Board filed June
~, 2014, w~th rato~ effective July 20, 2014.

-’ The Company’s current DSIC Foundational Filing w~ Board-approved on August 20, 2014 in BPU D~ket No.
WR14050508. On M~rcfl 12. 2015, the Com~ny made t~ u~ated DSIC s, ml-annual filing ~or the $eptemMr
2014 lbrou~ Februa~ 28, 20t5 DSIC recovery ~d~ under the same docket num~, By its Ma~h, 2015
rote fil~ng in BPU ~t. No. WR15030391, the Company r~erved Exhib~ K to be used ~or i~ ~w DSIC
Foundotional F~lin~ However. the Company b~, in this SUpulmiom wiflldmwn i~ request for Bna~ approval of a
now DSIC Foundational Filing m pine of this h~e rate cnsc. The Com~ny iattnds to file its new DSIC
Foundatioml Filing separately from this brae rote ~, On M~ 6, 2015, *he Cm~pany issued its ~ird gevi~d
She~ No. 44 Cancelling Second Sheet No. 44 [Rate Schedule 9 DSIC] eff~t~e for servi¢~ r~nd¢~ on or after
May 12, 2015. The proposed b~, ~tt increase ~o~o~f~ tim entil~ty of tim Sep~m~r 1, 2014 through Febru~y
28, 2015 DSIC r~cove~ p~riod. A~itionally. the only other DSIC ~ojects ,tigible to be included in the base rat=
~se at, those that were piac~ in-se~Ie, between March I, 2015 ~d June 30, 20t5, tim end of the tesl ~ar.
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or approximately 13.53% above the adjusted annual level of present rate revenues for the test

year eJ~ding June 30, 2015.

The Board transmitted the matter to the Office of Administrative Law ("OAL") and

Administrative Law Judge Gall M. Cookson was assigned to hear the case. A telephone Pro-

Hearing Conferetace was held by Judge Cookson on May 6, 2015. On May 19, 2015, the Board

issued an Order suspending the proposed rate increase until September 4, 2015.3 After notice

was given, a public hearing in the service territory was held in Fords, New :Iersey on the evenil~g

of./une 15, 2015, No members of the public appeared at the public hearing.

Tl~e Compar~y has provided a number of updates to its original filing, includin~ updated

information regarding numerous aspects of the Comparty’s finarteial condi¢ion, operations, and

capital investment.

Numerous settlement discussions were held among the Parties, and this process t’esulted

in tJae fo!low]ng stipulations among the Signatory Parties:

I. For the purposes of this agreement, the Company’s totat rate ba..~ is agreed to be

$219,000,000 based on a 12-month test year eroding ,~une 30, 2015, adjusted for ten’rain known

and measurable chartges.

2. Also fo~" the purpo~e~ of rids agreement, the Signatory Parties agree to a capital

zla’utture consisting of 48,36% long-term debt, 0.28% preferred stuck, and 51.36% common

equity with ~espeetive cost rates of 3.53%, 5.07%, mad 9.75%. Based on this capital struetur~

and cost rates, the Signatory Parties have further agreed to an t~verall rate of’ return (R.OR) of

6.73%. The table below show.~ how this ROR is obtair~ed.



Cap. 8tru~ture Cost Rate Weight~ Cost Rate

Long Term Debt 48.36% 3.53% 1.71%
Prefen’~d Stock 0,2g 5.07
Common Equity 9,75

100.00% 6,73%

The Signatory Parties, ~herefore, propose a 6.73% ROR or weighted average cost of capital

(WACC) be applied to rate base. A return on equity (ROB) capital rate of 9.75% is thus

recommended.

3. The Signatory Parties agree that applying this 6.73% ROR to the reae base of

$219,000,000 results in a $5,000,000 increase to the Company’s revenue requirement, which

represents an approximate 7.1 I% incre~e over the prc~ent rate revenue of $70,276,907. The

table below shows bow the $5,000,000 increase in revenue requirement can be obtained.

Rate of Retttm
Required Operating Income
Operating Income-Present Rates
Deficiency
Revenue Conversion Factor
Revenue Requirement

$219,000,000
.~_x . 6.73,%
$ t4,738,700

$ 5,000,0(10

4. The Signatory Parties therefore agree thai the $5,000,000 itiere~se to the Company’s

revenue requirement should relgresent ~ level or" revenue necessary to ensure that the Company

will continue to provide safe, adequate, and proper waler service to ils customers,

Exhibit A (proof of revetaues).

5. The Company has submitted its proposed tariff page~4, anrlexed hereto as Exhibit 13,

pursuant to ~ 14:3-1.3, and the Si~atory Parties agree that those Rate Schedules

implement the terms of this Stipulation. The proposed tariff pages reflect an increase of

~ Heazc note that the Comt~’any also prupo,aed lariiTnmt;adments in Exhtbi~ A ~o the Petition. The Signatory Parties
haw ~greed to ~ese tariff~mendment.~, nnnexed hereto as Exhibit B to the stipulation.



approximately 9.58°/’, for General Metered Service [Rate Schedule No. t]. The tariffs also

reflect the follawing changes:

(a) no increase in the Private Fire Service fixed rate [Rate Schedule No. 2];

(b) fl~e Public Fire Service t’ate [Rate Schedule No. 3] has been cevised to reflect that

hydrant charges have been increased 5,73% while hath lbot charges have not been

changed, resulting in an overall increase of 4,0%;

(e) the Service Under Conwaet rate [Rate Schedule No. 5] has been increased 0.80%;

(d) the Special Contract Seawiee rate [Rate Schedule No. 6] has been increased 0.80%;

(e) the Transmission Service South l~iver Basin rate [Rate Schedule No. 7] has been

increased 4,90%; a~d

(f) the Treaasmission Service Northeast Sector [Rate Schedule No. 8] has been increased

~pproximately 9.5 8 %.

The Signatory Parl~es therefore J’ccomme||d the proposed tariff pages, reflecthag just and

reasonable rates, be approved in theh’ entirety.

6. While agreeing for purposes of this Stipulation to certain allocation results as

evidenced in the l~roposed lariff pages and proof of revenues exhibit attached to this Stipulation

of Settlement, the Ptwties hereto have not agreed upon may specific allocation methodology in the

resolution of the various rate design issues raised in this proceeding.

7, The Signatory Pm¢ies agree that they h~tend to initiate and hold, prior to the

Company’s next base rate proceeding, a cooperative evaluation to explore a~d addre.~s

appropriate options raised by any Party with respect to tho need for, and amount of, the

Company’s future purchased water eontr’aetual needs. Tl~s cooperative evaluation repor¢ shalt

be eompleted and available to the Signatory Parties upon the filing of the next base rate

proceeding or by December 3 I, 2018, whichever comes first.



8. The Sigtxatory Parties acknowledge that, as raised in the Petition, Middlesex continues

to experience a decline in its commercial and industrial customer load, charged within its tariffs

for ~he General Metered Service ("GMS") class. Middlesex’s industrial and commercial load is

nearly 30% of the GMS class, making this issue uniquely significant to Middlesex, The

concentration of declining usage combined with lost customers has creat~ a unique

eircumstartee with respect to how rates should be appropriately set within lhe Company’s tariff

slt’12clure. The PaiXies therefore agree to initiate mad hold, prior to the Company’s next base rate

proceeding, collaborative discussions to explore and addres~ appropriate options with respect to

the Company’s tariffs,

9, The Signatory PalSies agree that the Board shouM update the findings required by

~.LA.C, 14:9-7.1 e_t ~ i~elated to the Company’s PWAC. Those updated findings are

contained in the PWAC base consumption and base. costs data annoxed hereto as Exhibit C,

which was also provided in Exhibit H to the PeOtion.

10. The Company agrees that its request to approve a new DSIC Foundational Filing is

hereby withdrawn, but the Signatory Parties are awm~ of the Company’s intention to fi!e a new

DStC Foundational Filing pursuam to BPU regulations.

t0(a). The DStC Foundational Filing approved by the 8otu’d on August 20, 2014 in BPU

Docket No. WR14050508 shall end and the DSIC rate shall he reset to z~ro at the conclusion of

this base rate ease. No additional DSIC investment and no DSIC rate recovery can occur prior to

the Board’s approval of a new DSIC Foundational Filing pursuant to ~J.A,C. 14:9-10.4(b)(6).

t I. Tials Stipulation is the product of extensive negotiationn by the Signato~3t Parties,

and 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 eondi~on, It is also the intent of the

Sigtaatory Parties to this Stipulation that this settlement, once accepted and approved by the
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Board, shall govern all issues specified and agxeed to herein. The Signatory Parties to lhis

Stipulation specifically agree that if adopted in its el~ti~,ety by the Board, no appeal shall be taken

by them from th, order adopting same as to ti~ose issues upon .which ttle Signatory Parties have

stipulated herein. Tho Signatory Parti~ ag~, that the within Stipulation ref!~cts mutual

balancing of vat’ious issues and positions and is intend to be aooept~d and approv~ in its

entirety. Each term is vital to d~is Stipulation as a wholo, since the Signatory Parties hereto

expressly m~d jointly stat~ that they would not hav~ signed this Stipulation had an~� ten~s been

modified ia any way. In the event any particular aspect of this Stipulation is not accepted at~d

approved by the Board, ~hen any Signatory Par~y hereto materially affected therel~y shall not be

bound to proceed under this Stipulation. The Signatory Parties further agree that the purpose of

this Stipulation is to reach fair and reasonable rates, and that it will avoid protracted and costly

litigation ot’ certain issues and that with respect to any policy or other issues which were

compromised in the spirit of r~ching an agreement, none of the Signatory Pad,ties sha!l be

p~,ohihjted t’mm or prejacliced in arguing a difforent policy or position before th~ tSoa=’d ia any

other proceeding, as such agr~b’ments t~rtaiu only to this muir= and ~o no other matt¢~.



I2. This Stipulation may be executed in as many counterparts as there are signatories of

this Stipulation, each of which counterparts shall bc an original, but eit of which shall constitute

one anti lhe same instrument,

MIDDLESEX WATER COMPANY

Date: 7//~ 7/~ l..~
By: ......

Stephen B. Gcnz~r, Esq.
Attorney for Petitioner

JOHN L HOFFMAN,
ACTING ATTORNEY GENERAL OF NEW JERSEY
Attorney for the Staffofthe New Jersey
Board of Public Utilities

Vemlaiea Bake
Deputy Attorney Genera]

STEFANIE A. BRAND, ESQ.,
DIKECTOI~ - RATE COL1NSEL

By:
Susan McClure, Esq,
Assistant Deputy Public Advoeat~

-8-



MIDDLESEX WATER COMPANY

By:
Saul Ewing LLP
Stephen t3, Genz~, Esq,
Attorney/’or Petifionor

JOHN L HOFFMAN
ACTING ATTORNEY GENERAL OF NEW JERSEY
Attorney for th~ Staff of th~ N~w J~rsey
Board of l~blie Ut~titi~

Dcpaty Attorney

STEFANIE A. BRAND, ESQ.
DIRECTOR - RATE COUNSEL

Date:
By:

Susan McClure, Esq.
Assistant D~pmy Public Advocate
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12. This Stlpt~latio,~ may be executed in as many cmmterparta as tllere are signatories of

this Stipulation, each of which counierparts shall he an original, but all of whioh shall constitute

one and the same instrument.

MIDDLESEX WATER COMPANY

Dale:
By:

Saul Ewing LLP
Stephen B. Genzer, Esq.
Attorney for P~titionor

~O]-IN ,I. HOFFMAN,
ACT--~G ATTORNEY GENERAL OF NEW JERSEY
A~torney for the Staffof the New ,re~’sey
Board of Public Utilittos

By:
Veronica Beke
Deputy Attorney General

Date:

STEFANIE A. BRAND, ESQ,,
DIRECTOR - RATE CO~SEL

By:
St~san McClure, Esq.
Assistant Deputy" Public Advocate

-8-


