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BY THE BOARD: 1 

On June 12, 2015, New Jersey-American Water Company, Inc. ("Company" or "Petitioner"), a 
public utility corporation of the State of New Jersey, filed a petition pursuant to N.J.S.A. 48:2-21 
and N.J.A.C. 14:9-10.1 et seg. for approval to file and implement an automatic adjustment 
clause tariff that would establish a Distribution System Improvement Charge ("DSIC") for the 
renewal of water distribution system assets for the period of 2015 through 2018 (the 
"Foundational Filing"). 

BACKGROUND/PROCEDURAL HISTORY 

The Company's initial DSIC Foundational Filing was approved by the Board on October 23, 
2012 in BPU Docket No. WR12070669. The Company filed its base rate filing, BPU Docket No. 
WR15010035, on January 9, 2015, which incorporated the entirety of the Company's DSIC 
charge from its first DSIC recovery period (October 23, 2012 through April 30, 2013), second 
DSIC recovery period (May 1, 2013 through October 31, 2013), third DSIC recovery period 
(November 1, 2013 through April 30, 2014) and fourth DSIC recovery period (May 1, 2014 
through October 31, 2014). Additionally, it incorporated DSIC eligible projects that were placed 
in-service between November 1, 2014 and July 31, 2015, the end of the test year. 

The Petitioner ultimately filed its second Foundational Filing on June 12, 2015, as a separately 
docketed matter from the base rate case. The Company, the Division of Rate Counsel, and the 
Staff of the Board of Public Utilities (collectively, ''the Parties") worked collectively to issue and 
respond to discovery questions in a timely manner, which would permit this matter to be acted 

1 President Richard S. Mroz and Commissioner Upendra J. Chivukula recused themselves due to a 
potential conflict of interest and as such took no part in the discussion or deliberation of this matter. 



upon by the Board within the ninety (90) day period specified in N.J.A.C. 14:9-10.4(c). The 
Petitioner responded to discovery requested from all Parties. A discovery conference was held 
on August 7, 2015, with representatives from all Parties in attendance. At that conference, 
representatives of the Company responded to questions from Board Staff and Rate Counsel. 

After proper notice, a public hearing was held at the Howell Municipal Building on August 26, 
2015, at 6:00 pm, located in Howell, NJ. Two (2) members of the public appeared at the hearing 
and one (1) member provided comments on two issues: affordability concerns resulting from 
living on a fixed income of social security; and water quality concerns, specifically, undrinkable 
water that leaves black stains. The Company said after the meeting that it will address the 
water quality issue with the customers at the Villages, in Howell, NJ. The public comment 
hearing was transcribed and made a part of the record. 

DISCUSSION AND FINDINGS 

As a result of an analysis of the Petitioner's Foundational Filing, which included a review of the 
discovery that was responded to by the Petitioner and a public hearing held in the service 
territory, the Parties have come to an agreement on this matter. On August 28, 2015, the 
Parties executed a Stipulation of Settlement ("Stipulation"). Specifically, the Stipulation stated: 

1. The Parties agreed that a Stipulation of Settlement in the base rate proceeding was 
executed and the Company expects to conclude that proceeding and implement new 
base rates pursuant to an Order of the Board in BPU Docket No. WR15010035 acted on 
at the Board's September 11,2015 Agenda Meeting. Therefore the Company has met 
the requirement specified in N.J.A.C. 14:9-10.4(c) regarding the setting of new base 
rates. 

2. The Parties recommended that the Board find that the Company's Foundational Filing, 
including a revised Appendix C-Project List, summary of which is attached to the 
Stipulation as Exhibit A, satisfies all of the requirements of N.J.A.C. 14:9-10.4(b) and 
that the Board approve the Foundational Filing as modified by revised Appendix C. 

3. The Parties recommended that the Board find that the projects listed in the revised 
Appendix C-Project List, summary of which is attached to the Stipulation as Exhibit A, 
are "DSIC-eligible projects' within the scope and meaning of the definition set forth in 
N.J.A.C. 14:9-10.2 and N.J.A.C. 14:9-10.3(a) and that the Board approve the Project 
List. The Company represents that the projects listed in the revised Appendix C-Project 
List only include projects that are scheduled to begin construction after the effective date 
of this Foundational Filing. 

4. The Parties agreed that Exhibit C contains two project titles, Emergent Large Diameter 
Pipe Failures and Unscheduled Municipal Main Replacements, which by their nature are 
not identifiable by project ID, location, duration or specific description at this time. 
However, the Parties agree that the projects done in response to emergent large 
diameter pipe failures and projects done in response to changing muniCipal paving or 
other construction schedules are typically DSIC eligible, in that they consist of: water 
main replacement or rehabilitation; water main cleaning and lining; valve and hydrant 
replacement; service line replacement; andlor unreimbursed utility relocation costs 
associated with relocations required by governmental entities; are not revenue
producing; and are in excess of the Company's base spending, as otherwise required by 
N.J.A.C. 14:9-10.2 and N.J.A.C. 14:9-10.3(a). The Company agrees to identify each and 
every project performed in either of these two project titles, provide specific project 
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details (e.g., length, diameter and material of the main, project location and in service 
date, and project costs) and certify that the project meets the OSIC criteria as part of an 
appropriate filing with the Board. 

5. The Parties agreed that the revenue requirement associated with the actual costs of the 
approved projects, attached to the Stipulation as Exhibit A, be recovered through future 
"OSIC filings" made during the "OSIC period" as those terms are defined in N.J.A.C. 
14:9-10.2 at intervals and in a manner consistent with the requirements of N.JAC. 14:9-
10.5. 

6. The Parties agreed that the annual "base spending" requirement as defined in N.J.A.C. 
14:9-10.2. is $23,922,104, based on the information filed in the Company's last annual 
report on file with the Board (the 2014 Annual Report) at the time new base rates are 
expected to be set. 

7. The Parties agreed that the maximum amount of annual OSIC revenue that may be 
collected by the Petitioner is $32,570,922, or 5% of the revenues expected to be set in 
the Company's current base rate case. 

8. The Parties agreed and recommended to the Board that the Company's Foundational 
Filing, including its revised project list, be considered by the Board at the next agenda 
meeting, scheduled for September 11, 2015, which date is ninety-one (91) days after the 
date of the filing of the Company's petition and Foundational Filing. 

Based upon the information presented in the petition and agreed to by the Parties in the 
Stipulation, the Board HEREBY FINDS that the Company's 2015 overall revenue for OSIC 
purposes is $651,418,432. The Board FURTHER FINDS that the Petitioner's maximum amount 
of annual OSIC revenues that may be collected is $32,570,922, or no more than 5% of the 
Company's total water revenues established in the Company's most recent base rate case.2 

The Company will implement the OSIC surcharge if, and when, it achieves specific levels of 
infrastructure investment and completes and places the facilities into service as required by 
N.J.A.C. 14:9-10.1 et~. As an example, an average residential customer with a 5/8 inch 
meter may be subjected to a maximum monthly OSIC surcharge of $3.54. These proposed 
rates are estimates and may change, however the maximum annual OSIC revenue requirement, 
$32,570,922, cannot be exceeded. 

The Board HEREBY ORDERS that, in accordance with N.JAC. 14:9-10.5(b) , the Petitioner 
shall make OSIC filings on a semi-annual basis, commencing approximately six months after 
the effective date of the Foundational Filing. Petitioner must submit its semi-annual OSIC filing 
within 15 days of the end of the OSIC recovery period. OSIC filings shall be reviewed by Board 
Staff and the Division of Rate Counsel. Petitioner may recover the interim surcharge associated 
with the OSIC-eligible projects closed during the OSIC recovery period not objected to by Board 
Staff or the Division of Rate Counsel beginning 60 days after the end of the OSIC recovery 
period, subject to refund at the Board's discretion. It is FURTHER ORDERED that Petitioner 
must comply with the base spending requirements set forth in this Order. Failure to comply with 
the base spending requirements will result in a reduction and refund, where appropriate, of the 
OSIC surcharge. Thus, Petitioner's OSIC surcharge is interim, subject to refund, and shall not 
exceed the annual maximum revenue requirement of $32,570,922 set forth in this Order. 

2 The rate case is expected to be decided on the Board's September 11, 2015. 
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The Board FURTHER ORDERS, that in accordance with N.J.A.C. 14:9-10.4(e), if within three 
(3) years after the effective date of this Order, Petitioner has not filed a petition in accordance 
with the Board's rules for the setting of its base rates, all interim charges collected under the 
DSIC shall be deemed an over-recovery, and shall be credited to customers in accordance with 
the Board'S rules. 

The Board FURTHER ORDERS, that as of the effective date of the New Jersey-American 
Water Company September 11, 2015 Base Rate Order, Docket Number WR15010035, the prior 
foundational filing (effective October 23, 2012, Docket No. WR12070669) was concluded, the 
DSIC rate was reset to zero and no additional DSIC filings or DSIC rates may be collected, 
made or implemented pursuant thereto. 

Having reviewed the Foundational Filing and the Stipulation, the Board FINDS that the Parties 
have voluntarily agreed to the Stipulation, and that the Stipulation fully disposes of all issues in 
this proceeding and is consistent with the law. The Board FINDS the Foundational Filing and 
Stipulation to be reasonable, in the public interest, and in accordance with the law. Therefore, 
the Board HEREBY ADOPTS the Stipulation, attached hereto, including all attachments and 
schedules, as its own, incorporating by reference the terms and conditions of the Stipulation, as 
if they were fully set forth at length herein, subject to the requirements set forth in 
N.J.A.C. 14:9-10.1 ~ seq., and the conditions set forth in this Order. 

Based upon the foregoing, the Board HEREBY APPROVES the Company's Foundational Filing 
and ORDERS that the Company may implement a Distribution System Improvement Charge, 
subject to this Order and Petitioner's ongoing compliance with the DSIC regulations, as well as 
conformity of the base spending requirements and semi-annual true-up submissions. 

The effective date of this Order is September 21, 2015. 

OED: q/rr 17 BOARD OF PUBLIC UTILITIES 
BY: 

~~~A1A. 
DIANNESoLOMON 
COMMISSIONER 

ATTEST c!JJ~ 
IRENE KIM ASBURY 
SECRETARY 
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IN THE MAnER OF THE PETITION OF NEW JERSEY-AMERICAN WATER COMPANY, INC. 
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Robert J. Brabston, Esq., 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

IN THE MATTER OF THE PETITION OF 
NEW JERSEY-AMERICAN WATER 
COMPANY, INC. DISTRIBUTION SYSTEM 
IMPROVEMENT CHARGE("DSIC") 
FOUNDATIONAL FILING 

APPEARANCES: 

BPU DOCKET NO. WR15060724 

STIPULATION OF SETTLEMENT 

Robert J. Brabston, Esq., on behalf of New Jersey-American Water Company, Inc., 
Petitioner; 

Carolyn Mcintosh and Alex Moreau, Deputy Attorneys General, on behalf of the Staff of 
the Board of Public Utilities (John J. Hoffman, Acting Attorney General of New 
Jersey); and 

Debra F. Robinson, Deputy Rate Counsel, and Susan E. McClure, Assistant Deputy Rate 
Counsel, on behalf of the Division of Rate Counsel. 

TO THE HONORABLE BOARD OF PUBLIC UTILITIES: 

On June 12,2015, New Jersey-American Water Company, Inc. ("Petitioner"), a public 

utility of the State of New Jersey, filed a Petition with the Board of Public Utilities ("Board") 

pursuant to NJ.S.A. 48:2-21 and New Jersey Administrative Code (NJ.A.C.) 14:9-10.1 et seq. 

and such statutes and regulations and Board orders that may be deemed by the Board to be 

applicable, for approval of its Foundational Filing to enable the implementation of a Distribution 

System Improvement Charge ("DSIC" or "Surcharge") for the renewal of water distribution 

system assets for the period of 20 15 through 2018. 



NJA WC is a regulated public utility corporation engaged in the production, treatment and 

distribution of water, and collection and treatment' of wastewater within its defined service 

territory within the State of New Jersey. Said service territory includes portions of the following 

counties: Atlantic; Bergen, Burlington; Camden; Cape May; Essex; Gloucester; Hunterdon; 

Middlesex; Mercer; Monmouth; Morris; Ocean; Passaic; Salem; Somerset; Union; and Warren. 

As of December 31,2014, NJA WC serves approximately 613,000 water and fire service 

customers and 36,000 sewer service customers in 216 municipalities and 18 counties throughout 

the state. 

In support of its Petition, NJAWC submitted a Foundational Filing, consisting of the 

following information required byNJ.A.C. 14:9-10.4: 

a) An engineering evaluation report ("Engineering Report") of the water utility' s 

distribution system that: 

i. Identifies the rationale for the work needed to be accelerated for the water 

utility to properly sustain its water distribution network; and 

ii. Demonstrates that the plan proposed to accelerate the renewal of the 

distribution network is the most cost effective plan; and 

iii. To the extent that elements of the distribution network are failing, 

identifies what mechanisms are causing the failures; and 

iv. Identifies what is being done to extend the life of the water utility'S assets. 

b) Information about proposed "DSIC-eligible projc:cts" as defined in NJ.A.C. 14:9-

10.2 andI4:9-10.3 for the upcoming "DSIC period" as defined in NJ.A.C. 14:10.2 that includes 

the following: 

, Currently, NJAWC treats wastewater at its Pottersville, Deep Run, and former AWWM facilities. 
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i. Aggregate infonnation capturing blanket type OSIC-eligible infrastructure 

to be rehabilitated or replaced (U, estimated number of valves, number of hydrants, or 

number of service lines replaced)2 and the estimated annual cost of such blanket type 

replacement programs (see Section 2 of the Foundational Filing Engineering Report); 

ii. Vintage, condition, and other similar relevant, reasonably available 

infonnation about the eligible infrastructure that is being rehabilitated or replaced (see 

Sections 3 through 6 of the Foundational Filing Engineering Report); 

iii. The nature, location, estimated duration of project work (including 

estimated in-service dates) and a description and reason for project necessity (see 

Sections 3 through 6 of the Foundational Filing Engineering Report and Foundational 

Filing Appendix C); 

iv. A list of projects with project identification numbers, OSIC-eligible asset 

class or category, and estimated project costs (see Foundational Filing Appendix C); 

v. Other such relevant and appropriate infonnation to assist in making an 

infonned decision regarding any given project. 

c) The expected amount ofNJA WC's base spending including underlying detail 

documenting that the base spending has been made on the appropriate types of infrastructure; a 

proposed OSIC assessment, calculated in accordance with subsection NJ.A.C. 14:9-10.8; and 

2 N.J.A.C. 14:19-I0.4(b)2.iii requires the submission of the number of valves, hydrants, or service lines 10 be 
rehabilitated or replaced as part of the Foundational Filing. The Company asserted in its response to SE-4 that such 
details are not available for Blanket projects and provided instead historic information for 2013 and 2014, asserting 
that it would be representative of activity for this Foundational Filing. The Company agreed in subsequent 
discussion to provide Blanket project details in its DSIC filings made under N.J.A.C. 14:19-10.5. 
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work papers showing the detailed calculations supporting the proposed assessment schedule. 

(See Foundational Filing Appendix D) 

In BPU Docket No. WOI00906SS, the Board approved a Distribution System 

Improvement Charge (DSIC), which was published in the New Jersey Register on June 4, 2012 

and effective on that date. The DSIC rules were adopted as an amendment and addition to the 

N.J.A.C. as §§ 14:9-10.1 et seq. The rule sets forth the conditions and procedures pursuant to 

which regulated water utilities may seek recovery of eligible capital investments through 

monthly surcharges, set semi-annually, on customer bills. 

In that same docket, the Board ordered that regulated water utilities may make a 

Foundational Filing, which is the subject of this petition. The present Petition is filed in 

accordance with N.J.A.C. 14:9-10.1 etseq. and 14:I-S.1 ~seq. 

On August 7, 20 IS, a discovery conference was held. 

On August 26, 201S, a public hearing was conducted at 6 p.m. in Howell Township, New 

Jersey at the Howell Municipal Building. Two (2) members of the public appeared at this public 

hearing. One member provided comments regarding both affordability and water quality. 

As a result of the foregoing, the Parties agree to the following settlement terms: 

SETTLEMENT AGREEMENT 

I. NJA WC recently completed a full base rate case in BPU Docket No. 

WRISOI003S, which is expected to be approved by the Board at its September II, 201S agenda 

meeting, after which the Board's Order will be served and become effective consistent with 

NJ.S.A. 48:2-40, at which time the previous DSIC rate will be reset to zero, and this Stipulation 

for the DSIC Foundational Filing herein is also expected to be reviewed by the Board on 
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September 11,2015, and the Board Order approving this Stipulation will likewise become 

effective in accordance with N.J .S.A. 48:2-40. 

2. The Parties recommend that the Board find that the Company's Foundational 

Filing, including a revised Appendix C- Project List, summary of which is attached to this 

StipUlation as Exhibit A, satisfies all of the requirements ofN.J.A.C. 14:9-10.4(b) and that the 

Board approve the Foundational Filing as modified by revised Appendix C. The revised 

Appendix C omits those projects originally identified by the Company as "DSIC-eligible 

projects" which the parties agreed to remove from the project list due to the projects having been 

completed during the Company's pending rate case. 

3. The Parties recommend that the Board find that the projects listed in the revised 

Appendix C- Project List, summary of which is attached hereto as Exhibit A, are "DSIC

eligible projects" within the scope and meaning of the definition set forth in N.J.A.C. 14:9-10.2 

and N.J.A.C. 14:9-10.3(a) and that the Board approve the Project List. The Company represents 

that the projects listed in the revised Appendix C-Project List only include projects that are 

scheduled to begin construction after the effective date of this Foundational Filing. 

4. Exhibit C contains two project titles, Emergent Large Diameter Pipe Failures and 

Unscheduled Municipal Main Replacements, which by their nature are not identifiable by project 

10, location, duration or specific description at this time. However, the Parties agree that the 

projects done in response to emergent large diameter pipe failures and projects done in response 

to changing municipal paving or other construction schedules are typically DSIC eligible, in that 

they consist of: water main replacement or rehabilitation; water main cleaning and lining; valve 

and hydrant replacement; service line replacement; and/or unreimbursed utility relocation costs 

associated with relocations required by governmental entities; are not revenue-producing; and 

are in excess of the Company's base spending, as otherwise required by N.l.A.C. 14:9-10.2 and 
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N.J.A.C. 14:9-10.3(a). The Company agrees to identify each and every project performed in 

either of these two project titles, provide specific project details (e.g. length, diameter and 

material of the main, project location and in service date, and project costs) and certify that the 

project meets the OSIC criteria as part of an appropriate filing with the Board. 

5. The Parties to this Stipulation agree that the revenue requirement associated with 

the actual costs of the approved projects listed in Exhibit A be recovered through future "DSIC 

filings" made during the "OSIC period" as those terms are defined in N.J .A.C. 14:9-10.2 at 

intervals and in a manner consistent with the requirements ofN.1.A.C. 14:9-10.5. 

6. The Parties to this Stipulation agree that the annual "base spending" as defined in 

N.1 .A.C. 14:9-10.2. is $23,922,104.00, based on the information filed in the Company's last 

annual report on file with the Board (the 2014 Annual Report) at the time new base rates are 

expected to be set. 

7. The Parties agree that the maximum amount of annual DSIC revenue that may be 

collected by the Petitioner is $32,570,922.00, or 5% of the revenues expected to be set in the 

Company's current base rate case. 

8. Adequate public notice of this filing, and the effect thereof, was made by serving 

the public notice by mail upon the clerks of municipalities within the Petitioner's service area, 

upon the Clerks of the Boards of Chosen Freeholders within Petitioner's service area, and upon 

the County Executives within Petitioner's service area, at least twenty (20) days prior to the dates 

set for the public hearings, which notice included and specified the times and places of said 

hearings. 

9. Customers were notified of this filing and the effect thereof as well as the time 

and place of the public hearing by publication of the public notice at least twenty (20) days prior 
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to the date set for the public hearing, in newspapers of general circulation within Petitioner's 

service territory. In addition, customers were also made aware of this filing and the effect 

thereof by bill message included on customers' bills and by posting the entire Foundational 

Filing on the NJA WC company website. 

10. Proof of Service of the Notice as previously referred to herein will be filed with 

the Board on August 27, 2015, which is the first business day after the public hearing. 

II. The Parties agree and recommend to the Board that the Company's Foundational 

Filing, including its revised project list be considered by the Board at the next agenda meeting, 

scheduled for September II 2015, which date is ninety-one (91) days after the date of the filing 

of the Company's petition and Foundational Filing. The Parties understand that service of the 

Board Order approving this Stipulation shall be in accordance with NJ.S.A. 48:2-40. 

12. This Stipulation shall be binding on the Parties to this proceeding upon approval 

hereof by the Board. This Stipulation shall bind the Parties in this matter only and shall not be 

considered precedent in any other proceeding involving the Parties hereto. 

13. This Stipulation contains terms, each of which is interdependent with the others 

and essential in its own right to the signing of this Stipulation. Each term is vital to the 

agreement as a whole, since the signatory Parties individually and jointly state that they would 

not have signed the Stipulation had any term been modified in any way. In the event that any 

modifications whatsoever are made to this Stipulation, each of the Parties hereto is entitled to 

certain procedures in the event of such occurrence. 

14. If any modification is made to the terms of this Stipulation, the signatory Parties 

must be given the right to be placed in the position in which each Party was before this 

Stipulation was executed. It is essential that each party be given the option either to modify its 
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own position, to accept the proposed change(s) or to resume the proceeding as ifno agreement 

had been reached. 

15. The Parties believe that these procedures are fair to all concerned and, therefore, 

they are made an integral and essential element of this Stipulation. 

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

to this Stipulation, each of which counterpart shall be an original, but all of which shall constitute 

one and the same instrument. 
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STEFANIE A. BRAND, DIRECTOR 
DNISION OF RATE COUNSEL 

By: ______ ~ __ --------------
Susan E. McClure 
Assistant Deputy Rate Counsel 

Dated: 

NEW JERSEY-AMERICAN WATER 
COMPANY, INC. 

B;R.Wi~j& 
Robert ~ bston 
Corpora e Counsel 

Dated: r/ ~y It 5 

JOHN J. HOFFMAN 
ACTING ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

By:~~~ ____________ _ 
Alex Moreau 
Deputy Attorney General 

Dated: 
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STEFANIE A. BRAND, DIRECTOR 
DIVISION OF RATE COUNSEL 

By: __ ~~~~ __________ __ 
Susan E. McClure 
Assistant Deputy Rate Counsel 

Dated; 

NEW JERSEY·AMERICAN WATER 
COMPANY, INC. 

Robert. bston 
Corpora c Counsel 

Dated: r/ :LY I, 5 

JOHN J. HOFFMAN 

.. 
I ~ 

ACTING ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

Deputy Attorney General 

Dated: ~k/;~ 
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STBFANIB A. BRAND, DIRECTOR 
DIVISION OF RATE COUNSEL 

By:~b=-=-=-=--_ 
Susan B. McClure 

Dated: 

Assistant Deputy Rate Counsel 

CZ\~( IS 

NEW JERSEY-AMERICAN WATER 
COMPANY, INC • 

.;;T41.oolt~thk.t;", jlk 
Robert. bston 
Cwpom e .ounsel. 

Dated: f/'/ ~r It 5 

JOHN 1. HOFFMAN 
ACTING A'ITORNEY GENERAL OF NEW JERSEY 
AtIOmey for tho Staff of tho Board of Public Utilities 

...... ~~;;;> BY.~ _ 

Deputy Attorney General 

Dated: ~k/!5" 
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