
February 26, 2018

VIA HAND DELIVERY

Aida Camacho-Welch
Office of the Secretary
Board of Public Utilities
44 South Clinton Ave.
3rd Floor, Suite 314
PO Box 350
Trenton, NJ 08625-0350

COZEN
O’CONNOR
A Pennsylvania Professional Corporation

Ira G. Megdal
Direct Phone 856-910-5007
Direct Fax 877-259-7984
i megdal@cozen.com

TRENTON, lqJ

Re: In the Matter of the New Jersey Board of Public Utilities’ Consideration of
the Tax Cuts and Jobs Act of 2017
BPU Docket No. AX18010001

In the Matter of the Petition of New Jersey-American Water Company, Inc. for
Approval of Increased Tariff Rates and Charges for Water and Wastewater
Service, Change in Depreciation Rates and Other Tariff Provisions
BPU Docket No. WR17090985
OAL Docket No. PUC 14251-2017 S

Dear Ms. Camacho-Welch:

Enclosed for filing in the referenced matter please find the original and 10 copies of the Letter
Reply to the Opposition of the Division of Rate Counsel to the Motion of New Jersey-American
Water Company.

Also enclosed is one additional copy, please stamp the same as received and return it to our
messenger.

Respectfully,

By: Ira G. Megdal

IGM/k
Enclosure
cc: Attached Service Lists (via email)

457 Haddonfield Road Suite 300 P.O. Box 5459 Cherry Hill, NJ 08002
856.910.5000 800.489.0499 856.910.5075 Fax cozen.tom

Thomas McKay, III attorney responsible for New Jersey practice.
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Re: In the Matter of the New Jersey Board of Public Utilities’ Consideration of
the Tax Cuts and Jobs Act of 2017
BPU Docket No. AX1801000t

In the Matter of the Petition of New Jersey-American Water Company, Inc. for
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Dear Ms. Camacho-Welch:

This firm represents New Jersey-American Water Company ("NJAWC" or "Movant"). We are in
receipt of the letter of opposition to the motion filed in this docket by the Division of Rate
Counsel ("Rate Counsel") on February 23, 2018. In this letter we will briefly address certain
points raised by Rate Counsel.

NJAWC recognizes that the tax benefits arising from the Tax Cuts and Jobs Act of
2017 (the "Act")will be passed back to customers.

So that there is no confusion in anyone’s mind, NJAWC intends to return the benefits
arising from the Act to its customers. The only question is how these benefits can be returned
to current and future customers in the most efficient and practical way.

I1. it is impossible to extract implications of the Tax Act Order from NJAWC’s
pending rate case.

Rate Counsel opposes Movanrs request for relief from the requirement of implementing
a rate decrease April 1, and instead allowing for that decrease to take place approximately
July 1, 2018.

457 Haddonfield Road Suite 300 P.O. Box 5459 Cherry Hill, NJ 08002
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Pro forma revenues in the Company’s current base rate case have been predicated
upon current rates. If a rate decrease is implemented April 1, the Company will have to file
revised schedules in its rate case, reflecting a substantial reduction in pro forma present
revenues. As a result, any rate increase percentage to be implemented on approximately July
1st will be substantially larger than it would have been absent the effect of an April 1st rate
decrease.

This will trigger the "yo-yo" effect, discussed in NJAWC’s moving papers (i.e. a sharp
decline followed shortly by a sharp increase). In addition, the Company has already filed in its
rate case revised schedules recalculating deferred taxes and current taxes from and after
January 1, 2018, arising from currently measurable implications of the Act.

in short, it is impossible to address the issues in the current base rate case without also
incorporating the implications of the Act. As a result, the Company seeks consideration of
implications of the Act in its current base rate case.

III. Given the pendency of NJAWC’s rate case, the yo-yo effect is a compelling
concern.

Rate Counsel asserts that the yo-yo effect is not compelling, and is directly contradicted
by the fact that the Company has mechanisms such as the DISC and the PWAC, which are
implemented, in Rate Counsel’s words: " .... all of the time .... " While it is true that the DSIC and
the PWAC bring about periodic changes, they do not bring about sharp rate decreases followed
by sharp rate increases. They tend to be fairly levelized rate changes on predictable cycles, to
which customers are now accustomed. Indeed, one of the benefits and purposes of these
clauses is to avoid significant increases, and instead apportion them over time. The DSIC
averages increases of 2.5% of revenues per year. The PWAC accounts for changes (increases
or decreases) of less than 1% of revenues. The impact of the Act on the pending base case is
clearly an unusual circumstance compared to the Company’s other mechanisms, and is
therefore deserving of unique consideration. Here it could trigger a 6% decrease on April 1
followed by a larger increase on July 1. Based upon the Company’s "as-filed" position, adjusted
for implications of the Act, the July 1 increase could be substantially greater than the 6% April 1
decrease.

Rate Counsel fails to recognize this unique, significant impact of the Act on rates, and
rate swings. As ordered in.the BPU proceeding, the Company would materially decrease
customer base rate and DSIC charges on April 1st. The Company would communicate to its
customers that the decreases are due to the impacts of the Act on the Company’s revenue
requirements, leading customers to consider this new level of rates as a "new normal". The
customers could see a substantial increase in rates approximately July 1st, at a time when
summer peak usage is occurring, causing targer than average swings in customer bills and
significant confusion and angst for customers. However, should the April 1’t rate change be
relieved, the increase on July 1 would be materially moderated by the impact of the Act on the
revenue requirement, and subject customers to a single, moderated change in base rates,
whereby the Company can communicate a single, comprehensive message to customers of the
drivers of the rate change and better mitigate customer confusion over bills. An April 1
decrease followed by a July 1 increase would wreak havoc on customer budgets.

Therefore, the yo-yo effect is a virtual inevitability based on the unrelieved requirements
of the BPU’s Order and how it affects Movant’s customers. This clear and distinct effect of the
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Act certainly is compelling, contrary to Rate Counsel’s assertion. The BPU and Rate Counsel
have long expressed a strong preference for some quantum of rate stability. Movant’s proposal
would be a step in that direction.

IV. Conclusion

NJAWC has a pending rate case, which has now begun the process of settlement
negotiations amongst the parties. Of necessity, implications of the Act are already in, and, in
fact, must be in the base rate case’s eventual outcome. In accordance with the Tax Act Order’s
requirements, Movant will file a comprehensive approach, including relevant calculations,
arising from the Tax Act Order on March 2, 2018. The implications of the March 2nd filing, as
well as a rate decrease to reflect an over-recovery during the stub period (January 1 to July 1,
2018) should all be addressed in the most logical and efficient proceeding available to the
Board, that is, NJAWC’s current base rate case.

Concerning procedure, Rate Counsel states: "instead, the Company appears to be
seeking relief of its obligations under the generic proceeding and to instead fulfill those
obligations during the course of its base rate case." Rate Counsel is correct. That is the orderly
way to proceed, and is the most beneficial and practical way to provide the resulting benefits to
the Company’s customers.

Respectfully,

COZEN O’CONNOR, PC

By: Ira G. Megdal "~

IGM/k
Enclosure

Stefanie A. Brand, Esquire, Division of Rate Counsel (2 copies) (via hand delivery)
Division of Law (2 copies) (via First Class Mail)
Paul Flanagan (via hand delivery)
Maria Moran (via hand delivery)
Michael Kammer (via hand delivery)
Attached Service Lists (via email)
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Stefanie A. Brand, Esq., Director
sbrand@rpa.nj.gov

Brian Lipman, Esq.
blipman@rpa.n_i.gov

Ami Morita, Esq.
arnorita@rpa..nj..gov

Felicia Thomas-Friel, Esq.
fthomas@~_ a.n_i,gov

Debra Robinson, Esq.
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Office of the Secretary
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Paul E. Flanagan, Esq.
Executive Director
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Alice Bator, Director
Division of Audits
alice.bator@bpu.nj, gov

William Foley, Bureau Chief
Division of Audits
william.foley@bpu.nj,gov

Darren Erbe, Auditor Account Trainee
Division of Audits
darren.erbe@bpu.nj, ggv

Department of Law & Public Safety
Division of Law
124 Halsey Street
Post Office Box 45029
Newark, NJ 07101-45029

Geoffrey Gersten, DAG
qeoffrey.gersten@law.njoag.gov

Caroline Vachier, DAG
caroline.vachier@taw.njoag.gov

Jehvson Espiritu, Auditor Accoum Trainee
Division of Audits
jehvson.espiritu@bpu.nj.gov

Maria Moran, Director
Division of Water
Maria.moran@bpu.nj.gov

Michael Kammer, Bureau Chief
Division of Water
michael.kammer@bpu.nj, gov
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Atlantic City Electric Company
Philip J. Passanante, Esq.
Mailstop 92DC42
500 N. Wakefield Drive
PO Box 6066
Newark, DE 19714-6066

Mona Mosser, Bureau Chief
Division of Water

Atlantic City Electric Company
Roger Pedersen, Manager Regulatory Affairs
Ma21stop 63ML38
5100 Harding Highway
Mays Landing, NJ 08330-2239
roger.pedersen@pepcoholdings.eom

Elizabethtown Gas
Mary Patricia Keefe, VP Regulatory Affairs
and Bus~ess Support
520 Green Lane
Union, NJ 07083
pkeefe@southemco.com

Elizabethtown Gas
Thomas Kaufiaaann
520 Green Lane
Union, NJ 07083
tkaufman@southemco.com

Elizabethtown Gas
Susan Potanovich
520 Green Lane
Union, NJ 07083
spotanov@southemco.com

Thomas Walker, Director

thomas.walker@bpu.N, gov

Stacy Peterson, Assistant Director
Division of Energy
stacv.peter~on@bpu.nj, gov

James Boyd, Legal Specialist
james.boyd@bpu.nj, gov

Bethany Rocque-Romaine, Legal Specialist
bethany.romaine@.bpu.nj, gov

Jersey Central Power and Light Company
Mark A. Mader
300 Madison Avenue
PO Box 1911
Morristown, NJ 07962
mamader@firstenergycorp.com

Public Service Electric and Gas Company
Hesser G. McBride, Jr., Esq.
80 Park Plaza, T5G
PO Box 570
Newark, NJ 07102
Hesser.Mcbride@.pseo_.com

Jersey Central Power and Light Company
Sally Cheong
300 Madison Avenue
PO Box 1911
Morristown, NJ 07962
scheong@firstenergycorp.com

LEGAL~34500857~l 00650.3257.000/400978.000
2



Public Service Electric and Gas Company
Steven Swetz
80 Park Plaza, T5G
PO Box 570
Newark, NJ 07102

Jersey Central Power and Light Company
Gregory Eisenstark, Esq.
Windels Marx Lane & Mittendorf, LLP
120 Albany Street Plaza
New Brunswick, NJ 08901

Public Service Electric and Gas Company
Michael McFadden
80 Park Plaza, T5G
PO Box 570 Newark, NJ 07102
Miehael.McFadden@,pseg.com

Jersey Central Power & Light Company
Lauren Lepkoski
2800 Pottsville Pike
P.O, Box 16001
Reading, PA 19612-6001

Rockland Electric Company
Margaret Comes, Esq.
4 Irving Place
New York, NY 10003

Jersey Central Power and Light Company
Kevin Connelly
300 Madison Avenue
PO Box 1911
Morristown, NJ 07962
kconnelIy@firstenergyco~.com

Rockland Electric Company
William At~
4 Irving Place
New York, NY 10003
AtzlW~,coned.com

New Jersey Natural Gas Company
Andrew K Dembia Esq.
1415 Wyckoff Road
P.O. Box 1464
Wall, NJ 07719
adembia@njng.com

Rockland Electric Company
Cheryl Ruggerio
4 Irving Place
New York, NY 10003

South Jersey Gas Company
Steve Cocchi
One South Jersey Plaza
Route 54
Folsom, NJ 08037
scocchi@sjindustries.com

Ne~v Jersey Natural Gas Company
Mark Kahrer
1415 Wyckoff Road
P.O. Box 1464
Wall, NJ 07719
mkahrer@njn~_.com

New Jersey Natural Gas Company
James Corcoran
1415 Wyckoff Road
P.O. Box 1464
Wall, NJ 07719
jcorcoran@njn~.com
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South Jersey Gas Company
Stacy Mitchell
One South Jersey Plaza
Route 54
Folsom, NJ 08037

Middlesex Water Company
Dennis W. Doll
1500 Ronson Road
P.O. Box 1500
Iselin, NJ 08830
ddoll@middlesexwater.com

Aqua NJ, Inc.
John Hildabrant, President
10 Black Forest Road
Hamilton, NJ 08691
jhildrabrant@aquaamerica.eom

Shore Water Company
Samuel Faiello, President
105-23rd Avenue
South Seaside Park, NJ 08752

Gordon’s Corner Water Company
David G. Ern, President
27 Vanderburg Road
P.O. Box 145
Marlboro, NJ 07746
d~ern@gordonscornerwater.com

Roxbury Water Company
John F. Hosking, President
79 Sunset Strip
Succasunna, NJ 07876
jhoskirlq@roxb _urywater. corn

Montague Water Company
Steve Lubertozzi, President
2335 Sanders Road
Northbrook, IL 60062
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New Jersey Natural Gas Company
Tina Trebino
1415 Wyckoff Road
P.O. Box 1464
Wall, NJ 07719

NJ American Water Company
Robert MacLean, Presidem
1025 Laurel Oak Road
Voorhees, NJ 08043

Suez Water NJ, Inc.
Mark McKoy, President
461 Form Road, Suite 400
Paramus, NJ 07652

Suez Water Toms River
Mark McKoy, President
461 Form Road, Suite 400
Paramus, NJ 07652

Fayson Lakes Water Company
John Carmie, President
160 Boonton Avenue
Kinnelon, qNJ 07405
flwc@optonline.net

Simmons Water Company
David B. Simmons, Jr., President
P.O Box 900
Branchville, NJ 07826
dbsj r@simmonstransport.com

Lake Lenape Water Company
Jeffrey Fuller, President
83 Eagle Chase
Woodbury, NY 11797
JMF1294@yahoo.com
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Mr. Olive Villages Water Company
Henryk Schwarz, President
200 Central Avenue
Mountainside, NJ 07902

Midtown Water Company
John J. Brunetti, President
1655 US Highway 9
Old Bridge, NJ 08857
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SERVICE LIST

BOARD OF PUBLIC UTILITIES

Mafia Moran
Division of Water
Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
maria.moran@bpu.nj.gov
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Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
Mark.beyer@bpu.nj.gov
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Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
matthew.koczur@bpu.nj.gov
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Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
william.agee@bpu.nj.gov

Magdy Mekhaeil
Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
magdy.mekhaeil@bpu.nj.gov

Michael Kammer
Division of Water
Board of Public Utilities
44 South Clinton Ave, 3rd F1., Suite 314
PO Box 350
Trenton, NJ 08625-0350
mike.kammer@bpu.nj.gov

Son Lin Lai, Ph.D., CFA
Board of Public Utilities
44 South Ctimon Ave, Suite 314
PO Box 350
Trenton, NJ 08625-0350
son-lin.lai@bpu.nj.gov

Mona Mosser
Board of Public Utilities
44 South Clinton Ave, 3rd F1., Suite 314
PO Box 350
Trenton, NJ 08625-0350
mona.mosser@bpu.nj, gov

Maria Zazzera
Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
maria.zazzera@bpu.nj.gov

Justin Cederberg
Board of Public Utilities
44 South Clinton Ave, 3rd F1., Suite 314
PO Box 350
Trenton, NJ 08625-0350
j ustin.cederberg@bpu.nj .gov
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PO Box 350
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Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
heather.weisband@bpu.nj.gov

Kathleen O’Brien
Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
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kathleen.obrien@bpu.nj.gov

Rhaman Johnson
Board of Public Utilities
44 South Clinton Ave, 3rd FI., Suite 314
PO Box 350
Trenton, NJ 08625-0350
rhaman.johnson@bpu.nj.gov

DIVISION OF LAW

Alex Moreau, DAG
Division of Law
124 Halsey Street
P.O. Box 45029
Newark, NJ 07101
alex.moreau@dol.lps.state.nj.us

Veronica Beke, DAG
Division of Law
124 Halsey Street
P.O. Box 45029
Newark, NJ 07101
veronica.beke@dol.lps.state.nj.us

Patricia Krogman, DAG
Division of Law
124 Halsey Street
P.O. Box 45029
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Andrew Kuntz, DAG
Division of Law
124 Halsey Street
P.O. Box 45029
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Stefanie A. Brand, Esq., Director
Division of Rate Counsel
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Division of Rate Counsel
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PO Box 003
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cjuarez@rpa.nj.gov
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PO Box 003
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Debra F. Robinson, Esq.
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PO Box 003
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Division of Rate Counsel
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PO Box 003
Trenton, NJ 08625
smcclure@rpa.nj.gov

Kathryn Hart, Legal Assistant
140 East Front Street, 4th Floor
PO Box 003
Trenton, NJ 08625
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NEW JERSEY AMERICAN WATER

Robert J. Brabston, Esq.
New Jersey American Water
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robert.brabston@amwater.com
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New Jersey American Water
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