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TRENTON. NJ Vice President and General Counsel C: 609-306-1231
1025 Laurel Oak Road E: robert.brabston@amwater.com
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August 24, 2018 RECEIVED
MAIL ROOM
AUG 30 2018
Via E-mail and Regular Mail
BOARD OF PUBLIC UTILITIES
Hon. Aida Camacho-Welch TRENTON, NJ
Secretary of the Board
New Jersey Board of Public Utilities
44 South Clinton Avenue, 3 Fl., Suite 314
Trenton, New Jersey 08625
Re: New Jersey-American Water Company, Inc. Distribution System Improvement Charge

(“DSIC”) Foundational Filing — Revised Appendices C&D
BPU Docket No. WR17111183

Dear Secretary Camacho-Welch:

Enclosed herewith are revised Appendices C and D. These appendices are being submitted as requested
by both Staff and Rate Counsel from the conference call discussions held on Tuesday, August 14t In
addition, please find a supplemental Appendix which includes all projects previously approved, but not
initiated, under the BPU-approved 2015 Foundational Filing. Since these projects are approved and eligible
for inclusion in a future DSIC recovery period filing, it is the Company's intention to utilize the projects listed

in the supplemental Appendix in the future as either substitute projects or as DSIC-eligible projects initiated
under any future gap period, as set forth in, inter alia, N.J.A.C. 14:9-10.4.

Very truly yours,

TPt

Robert Brabston

RB:dlc
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NJAWC Proposed DSIC Assesment 1

Note: Includes Gap period of April 2018 through September 2018)

Total Proposed DSIC Additions (Nov 2018-Apr 2019)
Less: Base Expenditures (Nov 2018-Apr 2019)
Eligible Investment (Qu
Less: Accum Depr
Less: Deferred Tax

ed DSIC Additions to UPIS During DSIC Peric

$ 138,018,000

(8.000,000)
130,018,000 (A)
(498,428) (B)

(168,368) (C)

Eligible Net Investment (net DSIC Additions to UPIS During DSIC Period 129,351,204
' ) Times Pre-Tax ROR X 8.84% (D)
2 Pre-Tax Return on Investment 11,433,624
w°>wc O_H UCW_I_O C.ﬁ.:!:, _mm Add Depreciation 1,993,712
._ummz.ﬂoz_ Zr_ Revenue Recovery 13,427,335
Revenue Factor 1.170197 (E)

DSIC Revenue Requirement Recovery Amount - Annual
DSIC Revenue Requirement Recovery Amount - Monthly

15,712,633 (F)

$1,309,386

(A) - Includes 6-months actual DSIC eligible projects closed to UPIS during DSIC Period

(B) - Accumulated Depreciation:

DsSIC ible projects closed to UPIS $130,018,000
Composite Depreciation rate 1.53%
Depreciation Expense 1,993,712
1/2 Year Convention (for first 6-months) 498,428

(C) - Deferred Taxes:

DSIC le projects closed to UPIS $130,018,000

MACRC rate for 1st Year Water Plant 4.00%

Tax Depreciation 1st Year 1,300,180

Book Depreciation 498,428

Tax Depr Greater than Book 801,752

Deferred Taxes at 21% $168,368
(D) - Pre-Tax Rate of Return: COsT WEIGHTED AVG Pre-Tax

RATIOS RATE COST of CAPITAL ROR

Long Term Debt 46.00% 4.95% 2.28% 2.28%
Common Equity 54.00% 9.60% 5.18% 6.56%
Subtotal Return on Rate Base 100.00% 7.46% 8.84%
(E) - Revenue Factor:
Dollar of Revenue $1.00000

Less: GRT Tax

Less: Bad Debts & Reg Assessments
Less: BPU Assessment

Less: DRC Assessment

Revenue remaining after taxes, bad debts, and assessments

Revenue [Gross-up] Factor

(F)- Revenue Requirement:

(0.1376832) (per WR17090985 As Filed)
(0.0049000) (per WR17090985 As Filed)
(0.0023461) (per most recent assessment)

_c.cccmﬁ.__ (per most recent assessment)

$0.854557

$1.170197

Please note that the revenue requirement is limited by the DSIC-cap described above. For example if the Company's
annual revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated

as follows:

APPENDIX D

Total annual revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000
The Company's revenue requirement in the above example can not be greater than $5,000,000 per year.

Monthly cost per 5/8th Inch Meter - Typical Residential Customer -
DSIC Revenue as a % of total Water Revenue $695,578,418

§1.52
2.26%

Page 1 of 7



APPENDIX D

NJAWC Proposed DSIC Assesment 2

Total Proposed DSIC Additions (May 2019-Oct 2019) 102,806,313
Less: Base Expenditures {May 2019-Oct 2019) (28,424,313)
Total Proposed DSIC Additions {Nov 2018-Apr 2019) 138,018,000
Less: Base Expenditures {Nov 2018-Apr 2019) {8,000,000)
Eligible Investment {Qualified DSIC Additions to UPIS During DSIC Period) 204,400,000 (A}
Less: Aceum Depr (1,780,425} (B}
Less: Deferred Tax {601,425} (C)
le Net Investment (net DSIC Additions to UPIS During DSIC Period) 202,018,145
Times Pre-Tax ROR X 8.84% (D)
Pre-Tax Return on Investment 17,856,807
Add Depreciation 3,134,294
Revenue Recovery 20,991,104
Revenue Factor 1.170197_(E}
DSIC Revenue Requirement Recovery Amount - Annual 24,563,732 (F)

DSIC Revenue Requirement Recovery Amount - Monthly

{A} - Includes &-months actual DSIC eligible projects clesed to UPIS during DSIC Period

{B) - Accumulaied Depreciation; | 1st 6-Months | __Znd6-Months | Total |
DSIC Eligible projects ¢losed to UPIS $130,018,000 74,382,000 $204,400,000
Composite Depreciation rate 1.53% 1.53% 1.93%
Depreciation Expense 1,883,712 1,140,583 3,134,204
112 Year Convention {for first 6-months) $1,495,284 $285,146 $1,780,429
{C) - Deferred Taxes: I 1st 6-Months |  Znd6-Months | Total |
DSIC Eligible projects closed to UPIS $130,018,000 $74,382,000 $204,400,000
MACRC rate for 1st Year Water Plant 4.00% 4.00% 4.00%
Tax Depreciation 1st Year 3,900,540 743,820 4,844,360
Beook Depreciation 1,495,284 285,146 1,780,429
Tax Bepr Greater than Book 2,405,256 458,674 2,863,931
Deferred Taxes at 21% $505,104 $86,322 $601.425
{D) - Pre-Tax Rate of Return: COSsT WEIGHTED AVG Pre-Tax
RATIOS RATE COST of CAPITAL ROR
Long Term Cebt 46.00% 4.95% 2.28% 2.28%
Commaon Equity 54.00% 9.60% 5.18% 6.58%
Subtetal Return on Rate Base 100.00% 7.46% 8.84%
(E} - Revenue Factor:
Bollar of Revenue $1.00000
Less: GRT Tax (0.1376832) (per WR17030985 As Filed)
Less: Bad Debts & Reg Assessments (0.0049000) (per WR17020585 As Filed)
Less: BPU Assessment [0.0023461) (per most recent assessment)
Less: DRC Assessment {0.0005141) [per most recent assessment)
Revenue remaining after taxes, bad debts, and assessments $0.854557
Revenue [Gross-up] Factor E

(F)- Revenue Requirement:
Flease note that the revenue requirement is timited by the DSIC-cap described above. For example if the Company's
annual revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated
as follows:
Total anniral revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000
The Company’s revenue requirement in the above example can not be greater than $5,000,000 per year.

Monthly cost per §/8th Inch Meter - Typical Residential Customer - $2.38
DSIC Revenue as a % of total Water Revenue $695,578,418 3.53%)
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APPENDHX D

NJAWC Proposed DSIC Assesment 3

Total Proposed DSIC Addilions {Nov 2019-Apr 2020)

$ 104,312,000

Less: Base Expendituras (Nov 2019-Apr 2020) {18,212,000)
Tatal Proposed DSIC Additions {May 2018-Oct 2019) 102,806,313
Less: Base Expendilures {(May 2019-Oct 2019) (28,424,313)
Total Proposed DSIC Additions (Mov 2018-Agr 2019} 138,018,000
Less: Base Expenditures {Nov 2018-Apr 2019} _m.ccc.ccc_

Eligitle Investment {Qu
Less: Accum Depr
Less: Deferred Tax

iad DSIC Additions to UPIS During DSIC Period)

§ 290,500,000 (A}
{3.677.843) (B)

{1.242,301) (C}

Eligible Net Investment (net DSIC Additions to UPIS During DSIC Period) 285,580,056
Times Pre-Tax ROR X 8.84% (D}
Pre-Tax Retum en lavestment 25,243,019
Add Depreciatian 4,454,562
Revenue Recavery 29,697,581

Revenue Factor
DSIC Revenue Regquirement Recovery Amount - Annual
DSIC Revenue Reguirement Recovery Amaunt - Monthly

1170197 _(E)
34,752,032 (F}

(A) - Includes 6-months actual DSIC eligible projecs closed ta URIS during DSIC Paricd

{B) - Accumutated Depraciation: | 151 6-Months | 2nd6-Months | Srd6-Months | Total 1
DSIC Eligible projects closed to UPIS 130,018,000 74,382,000 $86,100,000  $280.500,000
Composite Depreciation rale 1.53% 1.53% 1.53% 1.53%
Depreciation Expense 1,993,712 1,140,583 1,320,268 4,454,562
142 Year Convention (for first 6-months) $2,482,140 $855,437 $330,067 $3,677,64

(C) - Deferred Taxes: | tst6-Months | 2rd 6-Months | 3rd 6-Months | Total ]

le projects closed to UPIS $130,018,000 $74,382,000 $86,100,000  $290,500,000
MACRG rate for 1st Year Water Plant 4.00% 4.00% 4.00% 4.00%
Tax Depreciation 1st Year 6,500,900 2,231,460 861,000 9,593,360
Book Depreciation 2,492,140 855,437 330,067 3,677,643
Tax Depr Greater than Bogk 4,008,760 1,376,023 530,933 5,915,717
Defarred Taxes at 21% $841.840 Wmlmm.mmm $1i1,496 $1,242,301

{D} - Pre-Tax Rate of Return: COST WEIGHTED AVG Pre-Tax
RATICS RATE COST of CAPITAL RCR

Long Term Debt 46.00% 4.95% 2.28% 2.28%

Common Equity 54.00% 9.60% 5.18% 6.56%

Subtotal Retum on Rate Base 100.00% 7.46% 8.84%

(E) - Revenua Factor:

Dollar of Revenue $1.000000

Less: GRT Tax

Less: Bad Debts & Reg Assessments
Less: BPU Assessment

Less: DRC Assessment

Revenue remaining after taxes, bad debts, and assessments

Revenue [Gross-up] Factor

(F}- Revenue Requirement:

{0.1376832) {per most recent base rate casa)

(00049000} {per most recent base rate case)

(0.0023461) {per most recent assessment)

{0.0005141) {per most racent assessment)
$0.854557

$1.170%97]

Please note that the revenue requirament is limited by the DSIC-tap described abave, For example if the Company's
annual revenues established in their last base rate case were $400,000,000, then ihe DSIC-cap would be calculated
as follows:

Total annual revenues frem most recent base rate ¢ase of $100,000,000 X 5.00% = $5,000,000
The Company's revenue requirement in the above example can not be greater than $5,000,000 per year,

$3.37
5.00%

Manthly cost per 5/8th Inch Meter - Typical Residential Customer -
DSIC Revenue as a % of total Water Revenue $695,578,418

Page3of 7



APPENDIX D

NJAWC Proposed DSIC Assesment 4

Total Propesed DSIC Additions (May 2020-Oct 2020) $ 27,012,313

Less: Base Expenditures (May 2020-Oct 2020} {18,212,313)

Total Proposed DSIC Additions (Nov 2018-Apr 2020) 104,312,000

Less: Base Expenditures (Nov 2019-Apr 2020) (18,212,C00)

Total Proposed DSIC Additions (May 2019-Oct 2019) 102,806,313

Less; Base Expenditures (May 2019-Oct 2019) {28,424,313)

Total Proposed DSIC Additions (Nov 2018-Apr 2019) 138,018,000

Less: Base Expenditures (Nov 2018-Apr 2019} (8,000,000}

Eligible Investment (Qualified DSIC Additions to UPIS During DSIC Period) $ 292,300,000 (A}

Less: Aceum Depr {5,915,658) (B}

Less: Deferred Tax {1.998,297) (C)

Eligibte Net Investment (net DSIC Additions to URIS During DSIC Period) 285,386,044

Times Pre-Tax ROR X 8.84% (D)

Pre-Tax Return on Investment 26,225,870

Add Depreciation 4,497,497

Revenue Recovery 29,723,367

Revenue Factor 1.170187 _{E)

DSIC Revenue Requirement Recovery Amaunt - Annua 34,782,207 (F)

DSIC Revenue Reguirement Recovery Amount - Monthly E

(A} - Includes &-menths actual DSIC eligible projects closed ta UFIS during DSIC Period

{B) - Accumulated Depreciation: 1 IsteMonths | 2nd G-Menths ) drde-Months | 4th B-Months | Total |
DSIC Eligible projects closed to UPIS $130,018,000 $74,382,000 £86,100,000 $2,800,000 $293,300,000
Composite Depreciation rate 1.53% 1.53% 1.53% 1.53% 1.53%
Depreciation Expense 1,893,712 1,140.583 1,320,268 42,936 4,497 497
142 Year Convention (for first 6-months) 53,488,995 $1,425,728 $590,201 510,734 $5,915,658

(C) - Deferred Taxes: [ TEteMoniis | _2nd e-Months | srd6-Menths ] 4th 6-Monihs | CE |
DSIC Eligible projects closed to UPIS $130,018,000 74,382,000 $86,700,000 $2,800,000  $293,300,000
MACRC rate for 15t Year Water Plant 4.00% 4.00% 4.00% 4.00% 4.00%
Tax Depreciation 15t Year 9,101,260 3,715,100 2,583,000 28,000 15,431,360
Bock Depreciation 3,488,995 1,425,728 990,201 10,734 5,915,658
Tax Depr Greater than Book 5,612,265 2203372 1,602,799 17,266 9,515,702
Ceferred Taxes at 21% $1,i78.576 $481,608 $334,488 $3.626 $1.998,297

(D} - Pre-Tax Rate of Return: cosT WEIGHTED AVG Pre-Tax

RATIOS RATE COST of CAPITAL ROR

Long Terrn Debt 486,00% 4.95% 2.28% 2.28%

Common Equily 54.00% 9.60% 5.18% 6.96%

Subtotat Retumn on Rate Base 100.00% T.46% 8.54%

(E} - Revenue Factor: .
Dollar of Revenue $1.000000

Less: GRT Tax (0.1376832) (per WR17090985 As Filed)
Less: Bad Debts & Reg Assessmenis {0.0049000) {per WR17090985 As Filed)
Less: BPU Assessment (0.0023461} {per most recent assessment)
Less: DRC Assessment (0.0005141) (per most recent assessment)
Revenue remaining after taxes, bad debis, and assessments $0.854557

Revenue [Gross-up] Facter | 54170197

{F} Revenue Requirement:
Piease note that the revenue requirement is limited by the DSIC-tap descrited above. For example if the Company's
annural revenues established in their last base rate case were $100,000,000, then the DSIC-cap would be calculated
as follows:
Total annual revenues from most recent base rate case of $100,000,000 X 5.00% = $5,000,000
The Company's revenue requirement in the abave example can not be greater than $6,(00,000 per year,

Monthly cost per 5/8th Inch Meter - Typical Residential Customer - $3.37
DSIC Revenue as a % of total Water Revenue $695,578,418 5.00%
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Composite Depreciation Rate DSIC -
Based on WR17090985 - Settlement

TD Mains Not Classified
TD Mains 4in & Less
TD Mains 6in to 8in

TD Mains 10in to 16in
TD Mains 18in & Grir
Subtotal - T&D Mains
Services

Hydrants

Total

343
345
348

A B C b
Depr Weighted Annual CIAC
Balance Weight Rate Rate Depr Taxable CIAC Amort | NT CIAC Amort Total
497,874,376  18.71% 0.80% 0.150% 3,982,995
44,223,231 1.66% 2.76% 0.046% 1,220,561
744,347,636 27.96% 1.64% 0.459% 12,207,301
480,558,516  18.05% 1.11% 0.200% 5,334,200
220,299,524 8.28% 1.26% 0.104% 2,775,774
1,087,303,283 74.66% 0.959% 25,520,831 (4,190,373)
529,946,031 19.91% 209% 0.416% 11,075,872 {155,312)
144,462,515  5.43% 2.92% 0.158% 4,218,305 {45,010}
2,661,711,829 1{00.00% 1.53% 40,815,008 - - (4,390,695)
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APPENDIX D

Monthly DSIC Charge Based on Meter Size and % Increase (B)

Meter G
Size Equivalent (A) c.woo\e_ 1 .oo.xu_ 1.50%]  2.00%§  3.00%]| &.oon\n_ mbo_.\a_
5/8 1.0 $ 034 $ 067 § 101 § 135 & 202 § 270 § 337
34 1.5 s 051 $ 101 $ 152 § 202 $ 304 $ 405 5 506
1 25 s 084 & 169 § 253 § 337 $ 506 $ 675 5 843
1-142 5.0 S 169 § 337 § 506 S 675 & 1012 § 1349 S 16.87
2 8.0 $ 270 $ 540 § 810 $ 1080 $ 1619 S 2159 S5 2699
3 15.0 s 506 $ 1012 § 1518 5 2024 $ 3036 $ 4048 § 5060
4 25.0 $ 843 $ 1687 $ 2530 $ 3374 % 5060 S 6747 $ 8434
6 50.0 $ 16.87 $ 33.74 S 5060 § 6747 510121 $134.95 S 16868
] 80.0 s 26.99 S 53.98 S5 8097 $107.96 $161.94 $21591 $269.89
10 100.0 s 33.74 $ 67.47 $101.21 $134.95 $20242 $269.89 & 33737
12 125.0 $ 4217 S 8434 512651 S$16868 $253.02 $337.37 542171
16 200.0 $ 6747 513495 520242 $265.80 $40484 $539.78 $674.73

(A) Based on American Water Works Association ("AWWA") flow rates. A 5/8-inch meter Is equivalent
to one (1)unit, whereas a 1-inch meter is equivalent to 2.5 units based on the amount of water that
will flow through the meter size.

(B} Please note that the DS!IC surcharge will be implemented on a monthly basis, after the approval

of the Foundational Filing listing all of the projects; the completion of approved projects that are
providing utility service to the customer ; and the submission of the semi-annual filing documenting
the completion, location, timing, and cost of the individual project. The maximum surcharge is 5.0%;
however the surcharge will be implemented in semi-annual increments as the approved projects are
placed in service. The Company may never reach the allowed maximum amount of 5.0%, and if it
does, it will most likely take 24 - 36 months to do so.
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APPENDIX D

DSIC SURCHARGE BILL IMPACT

GMS Resals Exsmpt Total
Meler 58" Number Numbar Numbar Number
Size Equivalent of hiaters Waighting of Melers Waighting of Mgters. Waighting** of Malers Weighting
58 10 547,801 §47,801 1 1 12 14 547,618 547,818
4 1.5 18,327 2740 0 Q 2 a3 18,329 27,494
1 25 44,030 110075 2 6 4 Q 44,038 110,080
1-112 20 4210 21,005 [} o o o 4219 21,095
2 80 12,154 o728 3 24 a 65 12,185 297,311
3 1520 w39 14,685 4 -] a 30 8 14,184
4 250 702 10,050 ht:] 450 2 108 785 18,008
Li] 0.0 104 8,700 2a 1,400 2 88 224 11,188
E 80.0 as 5,200 13 1,040 ] 414 a4 6,654
10 1000 20 2,600 2 200 2 172 0 2,072
12 1250 4 500 o a Q 0 4 500
12 L 2000 1] [+] 1] a 1 172 1 172
Total 828 521 854,820 kil 3.180 40 1.072 620.841 258,081

“Meler Count as of DF02C17
**Weighling deducts impact of GRAFT

'ROQF OF R; LI ophly CI

Annual Revenue @ 5% cap 778021 {a}
Monthly Revenue 2,888,243 e
Weighted No of Maters 858,081 ]
5i8"Meler Charga 33T {d)2(blc)
GMS * Resals Exemplt Total
Mater 58"
Siza Equivalent Charge Chargs x Melery Chams _ Charge x Malars. Charge _ Charge x Maters
&8 1.0 $337 51,848 02 jar H K] 2m H 47 51,848,142
34 16 s06 02,743 508 - 4.26 9 392,752
1 25 843 371,355 843 17 727 0 $ITA0
1-172 50 1887 T1.167 12a7 - 1455 - $7,187
3 [:24] 2090 328,027 2899 81 2327 188 5328204
3 150 50.80 47518 5C.L0 202 43.64 131 $47.851
L] 250 8534 64,288 B84.34 1518 273 84 460,150
8 500 168.68 2724 188.04 4,728 14540 201 337,733
8 8o 28080 17.543 200.80 3500 2273 1,300 $22,448
0 100.0 3arar 8,772 5737 ars 20082 562 $10028
52 125.0 a2 1,687 a7 - 383.85 - 51,607
18 2000 674,73 - 874.72 - 581.83 582 $582
Total 32,883,867 $10.728 33pe 32,808,241

Hotes:
{a}  Tolal Base Waler Revenus - Selement (included PWAC} 806,578,418

% Cap RN
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