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Honorable Aida Camacho-Welch, Secretary MAY
New Jersey Board of Public Utilities
44 South Clinton Avenue, Suite 314 BOARD OF PUBLIC ULITIES
P.O. Box 350 TRENTON, NJ

Trenton, NJ 08625-0350

Re:  Inthe Matter of the Joint Petition for Approval of SUEZ Water New Jersey Inc.
for Approval of a Pilot Program to Facilitate the Replacement of Lead Service

Lines and a Related Cost Recovery Mechanism
BPU Docket No. WO19030381

Dear Secretary Camacho-Welch:

This firm represents Petitioner, SUEZ Water New Jersey (“SWNJ” or the “Company”) in
the above-referenced matter, which was filed with the Board of Public Utilities (“BPU” or
“Board”) on March 22, 2019. We have been asked to clarify the current status of the Company’s
request with respect to this Petition and are happy to do so.

We hope the following will clarify the current position of the Company and allow the
BPU to act at its next Agenda meeting to appoint a Commissioner to preside over the matter and
thus move the matter forward procedurally.

In Paragraphs 20 and 21 of the Petition, the Company suggested that a Pilot Program be
initiated providing for a mechanism to encourage replacement of the customer-owned side of any
identified LSLs. The Pilot Program would, in summary:

As further described in Paragraph 20, in certain instances, a customer that has a
éA y/4 g lead service line on the customer’s side will be offered the opportunity for the
MW customer side of the LSL to be replaced at a cost of $1,000 and to be paid on that
customer’s water bill over a period of one year from the date of completion of the

service line replacement.
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The difference between that $1,000 and the total cost for the replacement would
be paid by the Company, the unamortized amount accounted for as a regulatory
asset, and amortized and included in rates over a period of seven years.

The unamortized amount of the regulatory asset would include a return at the
Company’s overall authorized rate of return and be similarly accounted for,

During the course of the Pilot Program, its amortization, recoveries, and ongoing
costs records would be fully open for examination and true-ups as needed.

The $1,000 paid by the customer for a portion of the cost of replacing their
service line would not be reflected as a contribution® (since not company owned),
but would be netted against the total cost of replacing the service line.

Both during the customer’s $1,000 surcharge period as well as during and at the
conclusion of each 7 year regulatory asset amortization period, the Company will
not own or be in control of the customer side of the service line, just as it is
neither in control of, nor owns, the customer side of the service line today.

As further described in Paragraph 21, additionally, the Company is proposing as a
part of the Pilot Program, approval of a surcharge to General Metered Service
customers which includes the costs of the program including program and
administration costs, surveys and other required costs, and the Company’s costs
incurred above the $1,000 customer payment as part of the total.

The Company proposed that the Pilot Program be implemented in two phases as
described in Paragraph 23 and 24 of the Petition. In summary, during the first phase as noted in

Paragraph 23:
8.

10.

11.

SUEZ is formally requesting the NJBPU to retain this matter rather than transmit
the matter to the Office of Administrative Law for hearings as needed.

SUEZ requests that a Commissioner be assigned to conduct any needed
proceedings.

The Company is requesting that the Board approve Exhibit E which is the tariff
page allowing the $1,000 customer reimbursement charge so that the Company
may begin replacing LSLs in order to meet the DEP required number of LSL and
gooseneck replacements.

The Company is requesting that Phase 1 would be Ordered through a BPU Order
at the BPU’s April Agenda meeting.

' The purpose of this is to avoid any potential income tax consequences related to the taxability of contributions.
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12, The Company is requesting that the Board approve deferred accounting treatment
for all costs related to this Pilot Program as of the date of this Petition so that
upon further actions taken by the Board, appropriate action with respect to rates
may be determined by the NJBPU,

13, SUEZ formally requests that the Board approve deferred accounting for all the
costs of the program incurred to date in 2019 as of the date of this Petition and
authorization for the Company to proceed with its program to begin to comply
with DEP requirements within 2019.

14,  Additionally, SUEZ formally requests the Board approve a surcharge as described
above and tariff as included in Exhibit D to this Petition. During the ongoing
months, SUEZ anticipates numerous meetings and discussions with parties to this
proceeding culminating in an Interim Order on rates and the full implementation
of the program.

After several meetings and discussions between the DEP, BPU Staff and the Company
regarding the impact of the Lead and Copper Rule on SWNJ, it became apparent that, in order to
meet the 2019 requirements of that Rule, the Company needed to clarify some of the requested
actions contained in its Petition.

During these meetings and discussions, it became apparent that DEP, BPU Staff and Rate
Counsel were unwilling to agree to any program which exceeded the current requirements of the
Lead and Copper Rule, which require only that the Company replace its side of the LSLs while
offering to have the customer side of the LSL replaced at the customer’s cost. In order to reach
an agreement with the DEP on the specific terms of the letters which the Company would
provide to relevant customers, the Company agreed to continue the discussions on exactly how
to best encourage the replacement of the customer-owned side of the LSLs during the course of
the instant proceeding.

On April 8, 2019, the Company submitted a letter to formally clarify and adjust one
aspect of our filed Petition. This letter was intended to clarify that the Company was
withdrawing its request for immediate action on the Tariff sheet, attached as Exhibit E to the
Petition, at the April BPU meeting (please refer to point 11 included in the above summary). For
the avoidance of doubt, the Company continues to petition for approval of each portion of its
pilot program including Exhibit E to the Petition. Only the timing of BPU approval of such
request has been adjusted.

We hope this clarifies clearly that we are not requesting the BPU to take action to
approve the Tariff sheet included as Exhibit E to the Petition at the time of the appointment of a
Commissioner, but we will continue to urge the BPU to adopt this, or something comparable, if
and when the BPU adopts a Pilot Program in the context of this proceeding. Similarly, we
believe the request for deferred accounting treatment will need to be discussed and resolved in
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the context of the proceeding, but in order to move this process along, SWNJ is willing to await
subsequent good faith discussions with the parties to resolve that issue as well.

We hope it is absolutely clear that, while the Company continues to believe its suggested
Pilot Program to deal with the issue of Lead Service Lines (“LSL”) is both sound and reasonable,
we are not trying to foreclose any party to this proceeding from discussing, proposing or
recommending whatever they believe appropriate to confront and resolve the public policy
concerns leading to the replacement of LSLs. We believe appointing a Commissioner to preside
over this matter will move this process along and allow the parties to discuss the numerous issues
and hopefully come to a speedy and satisfactory resolution. To that end, we urge the BPU to
move ahead on May 28 only with the appointment of a Commissioner.

While SWNIJ will continue good faith discussions during the proceeding, it continues to
believe that some appropriate economic incentives will be necessary to convince customers to
replace their side of the LSLs and accomplish this important public policy goal. This issue is too
important to delay action any longer.

As SWNI has stated numerous times before, the Company is continuing to comply with
the protocols of the Lead and Copper rule and is working diligently to meet the 7% 2019
requirement. As noted, SWNIJ is fully open to discussing any of the specifics of its proposed
Pilot Program and how to better encourage the replacement of any Lead Service Lines in its
service territory. The Company expects that, through a Pilot Program which we hope will be
acceptable to all parties, the LSL issue will be resolved in a prompt and efficient manner.

Respectfully submitted,

Stephen B. Genzer

SBG/jg
cc: Attached Service List (via email only; w/attachments)
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