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ASSEMBLYMAN HERBERT M. RINALDI:[[Chairman]: Could .I
pleasé call these hearings’ to order.:

I would like to introduce myself first, if I may. I
am Assemblyman Rinaldi: from Essex County who has been
designated Chairman of this Commission. I would like to.
introduce my colleagues on the Commission, starting from
my left, Senator Dowd from Essex Courity, Assemblyman Cobb
from Morris County and Assemblyman Fekety from Hudson County.

I would also like to take the opportunity, if I may,
to introduce two gentlemen whom this Commission has appointed
as Special Consultants to the Commission, who have been of
considerable help to us in our deliberations and thinking prior
to .this heariﬁg} These gentlemen afe seated here to my right.
The first gentleman is Mr. Percy Wilson from Essex County and
the second gentleman is Mr. Karl Honaman, also from Essex County.
Mr. Wilson is a man who brings to our Commission great
technical information in the area of water supply and water
management. Mr. Wilson has served in an executive capacity
over many years with the American Waterworks Association and
has brought guidance in technical matters and great thinking
in that area to this Commission.

Mr. Honaman, former Mayor of my Town of Glen Ridge,
who is familiar with the administrative problems relating to
water as it affects a particular municipality, also has
served administratively in the Eisenhower.édministration as
Deputy Director of Defense under President Eisenhower and
has brought guidance to us with respect to administrative

problenms.



Both of these gentlemen have been serving voluntarily
and without remuneration and this Commission certainly is
very thankful that we have men of this ability and this wisdom
who have sought to serve us without remuneration and for that
we are most thankful.

I would like to indicate at this time that we are very
pleased that the invitations which have been sent out to testify
before this Commission have been well received. We have had
an excellent response and I believe that the hearings which
will last the next three days will be well attended and will
be most fruitful. I wish to thank those individuals who have
accepted the invitations and are willing ﬁo give their time and
their effort to make these‘hearings productive.

I might add that the record of these hearings will
remain open until November 1lst of this year. There are many
who I am suré would like to testify but who for one reason or
another will not have the opportunity to appear in person
these next three days. Accordingly, the record will remain open
for any further statements that anyone wishes to submit between
now and November 1lst.

I would just like to make some introductory remarks
with respect to the nature of these proceedings and the nature
of the problem with which this Commission is concerned.

This Commission has been formed by the President of the Senate
and by the Speaker of the Assembly, pursuant to Assembly
Concurrent Resolution No. 31, which I along with 28 co-sponsors
introduced this spring in the Assembly. Assembly Concurrent

Resolution No. 31 is a concurrent resolution which created a



Commission to study the advisability and practicability of
formulating and implementing a comprehensive water supply
policy and program to meet the long-range water needs of this
State.

I would just like to place in the record some
statistics and some observations which are most significant
and which I believe help to focus the course of these hearings -
focus the problems that the State of New Jersey is faced with
in the future.

By the year 1990, New Jersey's growth and development
will require almost two and one-half times the amount of water
that is used today. This increase will be needed to meet the
demands of a population increase of three and one-half million
people and the demands of increased industrial growth. The
concentration of development in the corridor between Bergen
County and Trenton, where 70 per cent of the population will
live, will require geographical distribution of much of
New Jersey's generous natural water endowment.

With these statistics in mind, I need not remind this
Commission of the recent crisis this State has lived through,
not only with the problems of drought, but also with the related
problems of flooding. In 1965 we were on the verge of running
out of water in Northern New Jersey. Strict emergency measures
had to be enforced. Governor Hughes had to invoke archaic
World War II emergency statutes to meet the crisis. A
programkhad to be worked out and held in reserve to literally
evacuate patients from hospitals which did not have their own

self-contained ground reserves and to contemplate using railroad



cars and tank trucks to truck water ﬁo areas where water
was desperately needod,

In May of this year,‘the Passaic Valley witnessed a
flood of nearly catastrophic proportions. Property damage ran
into the millions of dollars, 29 lives were lost as a result
.of drownings. It was reported to me that another two inches
of rainfall on May 30th; 1968, in the Passaic River'Vailey
would have resulted in a catastrophy of untold magnitude, a
frightening picture indeed.

I needn't remind any of us of the very serious problem
of salt water intrusion into thé fresh water acquifers of
Central and Southern Jersey. The problem is a very serious one
in Middlesex County and in some of our.southern couﬁtiesal The
problem of ground water resources will grow; it will not diminish.

Gentlemen, I would like to read into the record a
few excerpts from what I consider very significant publications
that have been issued within the last year.

I would like to read from “Water Resources Management
in New Jersey,"” a report by the State of New Jersey Commission
on Efficiency and Economy in State Government, and I quote:

[ Reading]

"This study of water management in New Jersey conducted
by the Commission on Efficiency and Economy in State Government
discloses the urgent need of preparation of a statewide
comprehensive water plan. To move into the future without a
plah to guide the State's actions will invite disaster and
threaten deterioration of community life and the environment.”

I would like further to quote from the publication,
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"A Capital Program, theAGovernor"sﬁCommission to Evaluate the
Capital Needs of New Jersey.” I quote:
[ Reading]

"The Commission would like to emphasize the need for a
strong plan for total water management. Study groups, citizen
groups and water ﬁsers have been asking for such a plan for
a long time. It is recommended that expeditious action be
taken toward the implementation of a workable water management
plan, such as proposed by Commissioner Roe,to correct the
present state of conflict and disorder."

I quote further from this source:

[ Reading]

"There is evidence that more orderly planning might
be achieved if there were a coordinating agency governing all
present and future water resources and their distribution. The
State, plus the 300 odd public and private companies, authorities
and commissions, present a broad array of interests which
should have representation in a single body."

I would like to quote one last source, namely, the -
proceedings which were held on November 2, 1967, of the Public
Policy Forum on Surface Water Control in New Jersey, conducted
by the Extension Division, Bureau of Government Research of
Rutgers University:

[ Reading]

"Over the past few years, most of us have attended
many conferences and meetings relating to some phase of
water management. It should be amply clear to us at this

point that there is a serious water problem in New Jersey in




drainage, water supply and flood control. The three principal
problems are: 1) The fragmentation of management of water
resources. There are more than 2,000 governmental agencies
that make decisions regarding water management in New Jersey.
Decision-making is fragmented. 2) The wide variety of water
objectives depending on the‘agency which has been aséigned
responsibility for a particular area of water management.
Sometimes these objectives which individually are in the public
interest conflict with each other. 3) Thé lack of an adequate
coordinating structure to bring together the decision-making of
these more than 2,000 agencies and 8 major functions of

water management, namely: water supply, flood control,
mosquito control, pollution control, drainage, recreation,
erosion and sediment control, and fish and wildlife.

"The point which I would like to emphasize above all
‘else is that our fundamental objectives should be total, over-
all water management in contrast to managing for individual
objectives of supply, flood control, drainage, mosquito control
or any one of the other segments."

And lastly, and still from the same source, the
conclusion of this source was as follows:

[Reading]

"In conclusion, we do have a very serious governmental
organization problem in New Jersey with respect to total | %
management policy. However, these problems”are not so serious
that they cannot be overcome by taking a good, hard look and
making some changes. We have problems of fragmentation of

decisions, conflicting objectives and inadequate coordination.




Improvements must be made because we are faced with critical
water problems of supply, flood damage, drainage, siltation,
pollution and recreation. The population is increasing rapidly,
but our demand for water is increasing more rapidly. - Do we
possess the imagination, the flexibility, the open-mindedness
and the will to seek solutions for the goal of total water
management? Are we able to suppress the natural desire to
perpetuate what is and has been in order to determine better
ways? If so, then we are able to contribute to the broad goal
of total water management for the public good."

Gentlemen, I need not comment further on the remarks
which have been seﬁ forth in these, I think, very significant:
sources. I believe they set the tone of this hearing. Everybody
points to the fact that we do have a very serious problem
in this area. I hope that these hearings will be productive
of significant testimony which hopefully may cause this
Legislature to do that which is necessary.

At this time I would like‘to call on our first witness,
Mr. Brendan Byrne. Mr. Byrne is the President of the Board of

Public Utility Commissioners.

BRENDAN T. BYRNE: And a member of the
Class of 1949 at Princeton University where I studied little
problems while you were studying big problems.

Let me seriously, Herb, say that I appreciate the
opportunity to speak and promise to be very bfief.

I have with me Felix Forlenza, who is and has been Counsel
to the Board of Public Utilities Commission for virtually a

decade.



What I thought we ought to have on the record of these
hearings is some flavor of really the limited jurisdiction
which the Board of Public Utilities Commission has -in the
field of water and understanding that and understanding some
of the problems we deal with could, I think, be of some
assistance in the over-all recommendations which I am sure you
are going to make to the Legislature.

First of all, we basically have jurisdiction only over
privately-owned water companies in the State. There are
some 145 privately-owned water companies serving 650,000
customers or perhaps approximately two and one-half million
people. These companies vary in size. A éreat many of them
are very small companies and I would like to call your
attention to the problem of the small companies in a minute.

| I listened attentively to your opening remarks with
regard to the problems of water companies, by the Way, and
I have had the good fortune of having during my very few
months in office an era of neither drought nor flood. But
Mr. Forlenza has pointed out that during those critical
periods the private water companies have fared very well.
Their management, their organization, their ability to meet
these crises has in our opinion, our staff's opinion, surpassed
that of municipally-owned companies and partly, I think,
because the private companies, with the cooperation of the
Commission, have exercised a good deal of foresight. And we
have as a Commission, and here I speak basically for my
predecessors, allowed the private water companies to include

'in their rate base in calculating the charges to customers
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'plant not in use,” Which is a rather foreign concept in
rate—mékinge In other words, we have allowed them to put

in capital expenditures for future needs and to anticipate
needs in excess of their normal needs. -And I do think in
giving them a little higher rate of return and in giving them
the ability to provide for these contingencies and emergencies,
we have and the water companies have served their customers
well.,

The jurisdiction of our Board is limited to -those
privately-owned companies. There have been debates, and I.
think that perhaps you ought to consider the pros and cons of
having the Public Utilities Commission regulate all water :
companies, including municipally-owned water companies, regulate
them as to adequacy of service and regulate them indeed as to
rates of service. At least, if the Public Utilities Commission
does not regulate them, I think in talk of an over-all -
coordinating agency, you ought to consider the same type of.
bregulation for municipally-owned companies as we now have for
privately-owned companies. And incidentally, we have a very
similar problem with regard to sewerage companies and you did
again in your opening remarks make some mention to coordinating
sewer companies in with water companies.

Now, let me -“say., having indicated our limited juris-
diction, having indicated even for the companies we regulate that
we have virtually no control over their sources of water supply,
the availability of water supply for them, their right or ability
to divert water in the State - other agencies control that =

we merely regulate rates,'safety, adequacy of service, areas of



extension, and so forth - one of the pressing problems and
frankly one of the reasons that I wanted to come here and

place this problem before you is that,‘as I indicated to you,

a great many of the water companies in New Jersey‘are very small.
companies which were created by developers as a necessary adjunct
to a development. . So, for example, a developer goes into a
municipality and he wants to put up 500 homes and he cannot get
either a municipally-functioning water company or a privately-
owned water company to service that development. So he puts

two wells down - I don't know why two, but it is always two -
and he starts his own water company and that water company has
some initial success, but the water company goes as a privately-
owned company with the developer. When the development is
finished, the developer who is more interested in development,
and his business is development, not water, sort of walks away
from that water company. Then it becomes a problem of either
somebody picking up the water company and running it == and it
is difficult to run effectively and at a profit a small water
company. There are people who are trying to do it on the

théory if they pick up enough of them and can run them as sort
of a conglomera;e, they may be able to make money on them. But
we do have actual instances where a developer owning the water
company has just walked away from it and there is very little
that our organiZation can do. We have one now pendin§ in Passaic
County where the developer has walked away from it, it has

gone into bankruptcy, the trustee in bankruptcy has looked

with great frustratioh to various State agencies in seeking

someone who would supply water to the customers in this development
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and there is no agency to my knowledge whlch to date has
come forward with the authorlty and the ablllty to take over
that function and to supply this development w1th water.

I think we are just’heginning to seeythe prohlensvin
that area because up to now the original piant hasvbeen
committed and the original lines are still in existence and
the need for substantial capital improyement'inbthe systens
hasn't hit with full force, but I think it is going to. I think
it is going to become a problem and.I think the'citizens-of
‘the State are going to demand that there he some“agency in
a position to do something about that. | -

So if I could indicate just that that our'chief“prohiem
is and will continue to be in the water field deallng w1th h
these small water companies whlch cannot really operate at
a'proflt° I do not come here with concrete suggestlons as
to what type of an over-all agency is necessary. I frankly do
not come iooking to broaden the jurisdiction of the powers of the
Public Utilities Commission. But I do say that there are o
those problems, that there are areas in municipal‘Water
supplies where supervision ought to be exercised and the
same type of supervision for all municipally=owned water companies
in the State, that there ought to be an over-all agency to deal
with this existing and ballooning problem of the small water
company and sewage company which either can’t‘make it‘on its
own or soon will be in a position where it can’t nake it on
its own. And there ought to be some source of funds aVailabie,
either somewhere in State government orvthrough natching grants

or through appropriations or through levies on existing water
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companies - again we have not thought this through - to pick
up the_gaps in water supply to those customers, thosé_citizens,
who are or will be without a proper and adeéuate supply of water.
| Other than to give you that broad outline and to have
Mr. Fbrlenza answer any questions you may have, that is what
I came to place before this Committee.

ASSEMBLYMAN RINALDI: Thank you, President Byrne.
Can it be said that you would conclude from what'you have
just stated that there is é need for some type of reorganization
within the structure of our government to coordinate these
problems that exist? Is the word “coordination" a fair word?
Is there a need for governmental reorganization?

MR. BYRNE: Yes. I iike the word "coordination” rather
than "reorganization.” I do think that there ought to be some
agency or board or the powers of some existing board or
department ought to be expanded so that these problems which
either get confused between agencies or which in effect no
agency is handling can be picked up. I tﬁink one of the problems
of being in the Public Utility Commission is that people somehow
look to us on the assumption that if they have nowhere else to
go, we must have an answer and it is with a sense of frustration
that we face the problem that we have in Passaic County
where just no one is there, no one is ready to take any
responsibility and no one has the jurisdiction apparently to
take any responsibility.

ASSEMBLYMAN RINALDI: Tell me, to what extent does your
department coordinate its thinking'and its programs and its

activities with the Department of Conservation and Economic
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Development? Just look-at_these pwowdepartments now --

MRrkBYRNE: Yea.v ..‘. "»“". |

» ASSEMBLYMAN RINALDI- ‘-- hecause>yoo are concerned

w1th a falllng water company which prov1des a source of water
to a particular area. Now to what extent does that problem
and your thinking on that probiembrelate‘io the prohlems of
Commissioner Roe's department? | |

MR. BYRNE: Well, you have £§ answer a Questlon like
that‘inpterms of what jurisdiction we each have. If we each_
~ have some jurisdiction, the coordination between our two
departments is remarkable. We each have some juriedictioh,’
for example, in the field of aevelopment of nuclear power |
and we meet regularly at the highest level on that. Here“we;
have an area where I have no jurlsdlctlon and Bob Roe has no
jurlsdlctlon and there is really nothlng to meet on and work
out. If either of us or both of us had some authorlty to try
to work it out, I am sure we would have the utmost in cooper=
ation and coordination between the two departments. You are
dealing now with a field where neither of us have any juris-—
diction so that the amount of coordination has to be iimited.

ASSEMBLYMAN RINALDI: Does anybody have jurisdictioh
within government of this problem?

MR. BYRNE: I haven't found anybody with jurisdiction
over that particular problem yet. |

ASSEMBLYMAN RINALDI: Is it reasonabie to say then
that there is a clear gap here w1th1n our governmental structure’

MR. BYRNE° Well, I don't know 1f it 1s in governmental

structure and I don t know— thls is your phllOSOphy rather than
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mine - that government has’to 301Ve'evérybodY“é préblems.

But I do think there are areas - and I’think.théﬁ the‘private
water companies will tell you that there are areas - where
water on a private profit motivated basis is not feasible.

As a matter of fact, the literature now abounds in discussions
by private water companies to the effect that water is no
longer a profitable business. ‘Water isn't a profitable business
as contrasted with electricity where every year there are
growing horizons and new uses to which electricity can be put.
So electricity can expand with the economy. But water doesn’t
really expand proportionately with the economy and Water
companieé are not all that attractive as private enterprise
investments, for example.

So I do think, getting back to my original point, that
"although the gove:nment can't be asked to solve evérybody“s
problems everywhere, I do think in the area of water supply
there is a very legitimate gap which‘government is going to
have to pick up.

VASSEMBLYMAN RINALDI: Thank you very much, President
Byrné. Senator Dowd, do you have any questions that you would
care to ask Mr. Byrne?

SE&ATOR DOWD: Yes. Mr. Byrne, if you'know;approximately
how many small water companies as you described, referring
to small developments, are in existence?

MR. BYRNE: We would gather that 100 of thé 144 are tied
in with developers which would make them small companies. We
also have 24 companies which actually serve 100 customers or

less.
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SENATOR DOWD: One hundred that serve 100 or less?

MR. BYRNE: = == that serve 100 or less. ‘And,lSepator,
there are water companies in éxiétence_in this State which
aren't even registeredAwith us they are so small.

SENATOR DOWD: To be authorizedvor to be created as a
water company as such, isn“f it necessary to have the permission
of the P.U.C. or some governmentai agency? If it is not yours,
do you know what agency?

MR. BYRNE: I think the answer is - and I keep my lawyer
at my side on this - you can organize a water company without
our permission, but as soon as you gét iﬁto the area of servicing
customers, then you are regulated by the P.U.C. We also control
the financing. |

SENATOR DOWD: As a practical matter, you control the
creation and the inception of the operaﬁiona |

MR, BYRNE: Yes, we do, '

SENATOR DOWD: And do you feel yoﬁ are limited in
any way in setting standards or qualificaﬁions?~ And I am not
second guessing at the one in Passaic - but generally if there
are 100 potential companies that might fall because of economic
reasons, do you have any safeguards or standards that'yqu may
impose? |

MR. BYRNE : Yes. I think within the limits of practicality,
we can either tell a municipality, "“You can't develbp in this
area,” or we have to.take the riské_of a small water company.

SENATOR DOWD: JDQ you have any specific suggestions as
to needs for further control by wayrof the creation of‘these
companies to go in énd service, whéther it be a 12-h§use devcte'].ropw=

ment or a 150-house development? Do you have any recommendations?
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MR. BYRNE: I don't know. I think offhand that the
problem is either you let them do it or you don't let them
do it. If you allow a small water company to be establiShéd,
you run certain risks and I think there. are only two answers -
one, you don't let a.developer develop, or sdmewhere_we get
an over-all State agency that is willing to pick up a small
water company and run it and run it at a loss, if_necessary.
The third alternative is,as I suggested very briefly, to
'look to these few people in the State who are willing to pick
up and make a conglomerate out of a number of small water
companies and, if they get too small, they are not even
willing to do that.

SENATOR DOWD: Has this problem of water supply for
these developments frustrated developments of residential areas
in the State? .

MR. BYRNE: That would be hard for me to answer as an *
expert because if the municipélity is unsatisfied with the over-
all program, including water and sewage, it probably never gets
to us.

| SENATOR DOWD: You said earlier in your remarks that
during thefperiods of emergency the privately-owned water
companies - I think you used the expression - "fared better” -
than the'municipally-OWned and I think genérally you were only
speaking about the two types of water companies, municipally#
owned and private water companies - that thé private water
companies, and I assume you mean other than the 100 you referred
to being the small development-type water company, the other 45

generally fared better.
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MR. BYRNE: No, I think even the 100 fared better.

SENATOR DOWD: == than the municipally-owned?

MR. BYRNE: . Yes, I do.

SENATOR DOWD: By that you mean, their ability to
service?

MR. BYRNE: In terms of having an adequate source of
supply at the time. That may not be so 20 years from now whgn
their two wells run dry andAthey are reluctant to dig anéther
one.

SENATOR DOWD: Does your jurisdiction in granting per-
mission to operate a service extend into going into their
ability to supply their source of water or do you just go .
into the rates?

MR. BYRNE: No, we go into their ability to supply...

SENATOR DOWD: You go in in depth as to:theirlability to
supply and their long-term needs?

MR, BYRNE: Yes, we do and as to their long-term needs,
if they can show us that two wells can serve them for the
foreseeable future, we have not assumed that they are going
to walk away from the operation.

 SENATOR DOWD: Does any other governmental agency aid
you in the determination of their ability of source and
supply?

MR. BYRNE: If necessary, yes.

SENATOR DOWD: Do they have to have their facts that
they submitbto you confirmed by the Department of Conservation
or any'other department?‘

MR. BYRNE: Mr. Forlenza tells me, yes, that they go to

17



the Department of Conservation.

SENATOR DOWD: That they would confirm their facts that
they submit to you as to their ability to supply.

MR. BYRNE: Yes.

SENATOR DOWD: I have no further questions.

ASSEMBLYMAN RINALDI: Assenblyman Cobb, do you have any
questions?

ASSEMBLYMAN COBB: Well, Mr. Byrne, you mentioned the
development in Passaic County with 500 homes and I wonder if I
heard you correctly in saying that ---

MR. BYRNE: No. I'm sorry. The specific reference I
had was not to a development of 500 homes, Assenblyman.

ASSEMBLYMAN COBB: All right. Then 1I'll change it,
There is a private water company that is in Passaic County
that was started by a developer who has gone bankrupt and
the receiver ervthe water company is having difficulty to
operate this particular water company to supply these people?

MR. BYRNE: That's right.

ASSEMBLYMAN COBB: For what reason? Was there an insufficiecy
of water?

MR. BYRNE: It was a financial problem. Nobody wants to
operate it. As I understand it, there is water there, it
costs money to operate the water'system and nobody is Willing
to do it and nobody can see a profit doing it, including the
Bankruptcy Court.

ASSEMBLYMAN COBB: You mean the fates would have to be so
high to supply these people, to pay for the operation of the

Water Department,that would be‘set'uﬁ there?
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MR. BYRNE: Apparently so. In any.event, we can't find
anybody who‘wants tO'operateiiE,

ASSEMBLYMAN COBB: Somehow or other, in my opinion
at least, something was done'wrongsat the beginning. He
didn't have enough customers or he didn't make the'developmeht
large enough. Is that the answer, do you think?

MR. BYRNE: There are all kinds of problems that these
developers face. They may come in projecting a 500-home
development and ohly develop 74 homes. This particular
developer developed 74 homes. But there are all kinds of
problems which are possible, but maybe not calculable.

ASSEMBLYMAN COBB: It appears to me thererare 74 families, or
whatever number of homes there are there, that are in afpretty
embarrassing situation now.

MR. BYRNE: Yes, there are.

ASSEMBLYMAN COBB: I would think that the question ér
the problem that should be solved is to‘how this can be stopped
in the future, in other words, so there Will be a guarantyl
that those pebple in that devélopment who buy these homes will
have a reliable source of water.

Then I believe you said that sbme people can start a
water company without permission of the Board of Public Utility?

MR. BYRNE: They can organize a corporation, just as
you can organize a life insurance company without anybody's
permission in this State, but to operate, to issue stock andA
to service customers, you have to have our permiésion.’

ASSEMELYMAN COBB:  In my particular area there was =

perhaps there still is - one or two or three privatevwater'
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companies spfead around the township.. Asvyou,said)_it was
strictly a necessity on the part of the developer to get water
to the houses that he was building in order to sell them. And
When the houses were built, he developed a great disinterest
regarding the operation of this water system. I think that one
_of the big problems was the fact that he had a bare minimum of
water to serve these homes. There didn‘t seem to be any depth - S
I am not trying to make a pun on words ; to his water sysﬁeme

The township did take over and they had to seek water and it

has been quite expensive to find the water that is necessary

for these homes. When you spoke of the developers providing =

you seemed to sense that it was always two wells they started

with - I Jjust wonder how sufficient the wells were. Were there
engineeriﬁg surveys furnished to your Commission to show there -
are X number of gallons available per minute?

MR. BYRNE: Yes, there are. I would say by and large
the problems that come up Qith these small water companies are
not problems so‘much of the adequacy of the supply from the
two wells, but from the fact that there comes a point where
pipe mains have to be replaced or pumps have to be replaced and
the additional investment just doesn‘’t interest anybody.

ASSEMBLYMAN COBB: I know another small water company -

I do it an honor calling it a company - I think it is about

L]

10 or 12 homes - and another person would buy a piece of ground
and EOnnect up with the pipes in the ground and another one
and another one until the first thing you knew, there wasit
enough water to furnish these homes. Now I don't know whether

this was done illegally or is this something that occurs?
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MR. BYRNE: No. Just speaking from our Board, I
think, first of all, they would have to come to us with:regard
to the extension and, second, we would be very careful £o’sée
that sufficient water pressure was available before‘wé‘ailbwed
them to extend their service. |

ASSEMBLYMAN COBB: You also mentioned a gap between
your Commission and Commissioner Roe's department tha£ you
felt —==

MR. BYRNE: The gap doesn't necessarily lie between our
two departments. It may lievbetween our department énd the
municipality or somewhere else. I would rather characterize
it as a gap than as a gap between any two State agencies or
governmental agencies. |

ASSEMBLYMAN COBB: I don't mean this in the form of

criticism. It was a thought that was developed by your remarks.

I sensed that you feel that there is something that should be
done there to coordinate these impdrtant departments. Have
your commission and Commissioner Roe's department come up Qith
any plan you think would be to the betterment of the operation

that could be put into effect?

MR. BYRNE: I can't speak for Commissioner Roe. We don't

have one, except that as I indicated this morning, I do think
that an over-all coordination,agency[ council, whatever it is,
could serve both to coordinate and to examine at least and

make a judgment in the area of where there is no governmental
service, whether there would be or whether there wouldn't be.

ASSEMBLYMAN RINALDI: Assemblyman Fekety.

' ASSEMBLYMAN FEKETY: Through you, Mr. Chairman - Mr. Byrne,
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you mentioned earlier that the 144 private companies had
fared much better than the municipally-controlled waterworks =
much better - is that companywise or customerwise?

MR. BYRNE: Well, I am talking about service. When I
am talking about service, I am talking about customers; I am
not talking about whether the company made ﬁore or less money
dﬁring this crisis. I just said they were better pfepared to
meet it and I am talking from the viewpoint of the customer.

ASSEMBLYMAN FEKETY: Let me ask you a pointed question.
You don't have to answer it if you don't want to.

MR. BYRNE: That is more leeway than most witnesses
have been getting lately.

ASSEMBLYMAN FEKETY: Do you think that the government
should step out of the water business and turn it over to pfivate
industry?

MR. BYRNE: No, I don't say that the government should
step oﬁt of it. First of all, as I indicated, I don't think water
is an attractive investment in the sphere of private industry
anymofe. That may be partly our fault in rate-making. It
may be a combination of circumstances, including the nature of the
industry not being attractive to private investors anymore.

But I don't think that private industry is all that interested
in taking over water supply. I think you ought to ask them.

ASSEMBLYMAN FEKETY: Because of the rate of return?

MR. BYRNE: Because of the rate of return ahd because it
is not an expanding industry.

ASSEMBLYMAN FEKETY: I get the impression from the material

I have read and the research I have done that the water industry

22




is turning out to be like the railroed igdustry,where-the
State ie going to suppert it, sﬁpbo;ﬁfit ;Q_chefFein peint
where the State is goihg tovbe fefced te ;eke_ofer; én@,l~just
don't want to see the Sﬁete-stepping in and pickiﬁgrub,all
bbankrupt corporations and wind upnfhat we are going .to be a
State-run business house completeiy; The railroads have led
the way and I hope that this isn't brought out at these
hearings.that it is geing to follow the same path, tﬁat the
State is going to have to pick uptheselittle corporations,
that the State is going to wind up paying the whole bill.
I can picture the situation where the people in the development
are paying for well water and atrthe same time we ask them
to pay for reservoir water, to build reservoirs, to buildg
transmission lines throughout the State. I can't see»the»
justification there. |

As far as the small corporations are concerned, maybe
we ought to look at them the same as we do with thevriskmplan
iﬁsurance, Maybe these water companies ought to’pobl and if
we do get a problem like this where a development is left
without water, then maybe this pool can help this one development
out. It may be a case where we have a few like this and we
maybe have gone over that portion where we have been developing
these little areas. Mainly what we are 1ookin§ at now - what
I am looking at is - the'highly developed area - the water
- problem. Now is it a case of water supply or is»itka case of
water transmission or is it avcase of it ie a poor business risk
and are the privete corporations new saying,v"Let“s look at the

State to bail us out"? Yet your'depertment regulates ---
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MR. BYRNE: Let me just say that the suggéstioﬁ’yoﬁ
make is an interesting one and it is one which Mr. Forlenza
who has had a good deal of experience in this field has thrown
out for discussion. I don't know tha£ I am ready to support
that recommendation at this time, but I do think that is one
worthy of study. It is one which he has made as a specialist
in the field. It is one which you have made from your reading
of the literature and I Certainly think it is one worth exploring.

ASSEMBLYMAN FEKETY: On the surface right now, as far
as your office is concerned, you only can regulate the private
companies.

MR. BYRNE: We regulate only private companies. We
think that yod ought to consider letting us regulate all
companies. | '

ASSEMBLYMAN FEKETY: All companies?

MR. BYRNE: Yes.

ASSEMBLYMAN FEKETY: The only thing is, if all companies
would be included, there would be an expense incurred by
your office. This expense would be deferred by the othér
companies or incurred by the State?

MR. BYRNE: Again that is a question that we haven't
resolved. We afe, as you know, unique now in that the entire
budget of the Department of Public Utilities will be picked up
by the utilities. We are the only self-sustaining department in
State government. What the various reactions wouid be toward
increasing that budget so that we could regulate municipai
companies, I am not sure.

ASSEMBLYMAN FEKETY: Thank you.
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ASSEMBLYMAN RINALDI: Does anybody else have any further
questions?’ - “:vv'. | | | | |

SENATéRiDCWD; ‘Ifki may‘gb backiat the risk of beigg
repetitious, I'jﬁst want fo Clérify my own mind - the creation
 of theée water companies, not the initial incorporatibn, but
the actual going‘into business, can only be dbne with the per-
mission of ﬁhe P;U.C.?

MR. BYRNE: That's right.

éENATOR DOWD: Do YOu feel theré is a sufficient émount
of guidelines as to thé feasibility, the need; theAcapability
of the company that is going into bﬁsiness, ﬁo be successfui
and to be able to continue? Dovyou think there are enough
standards now in existence wherein you can make a judgment_with
a strong sense of security without the risk of having othe%s
like the 78 people without water and probably cancellatidn’of
insurance policies and the attendant problems that are created?
Do you think there is some need for the Legislature tb do.
something to help guide or to help firm up the situation so you
wouldn't get into this problem?

MR. BYRNE: Well, Senator, I would ahswer that qdestion
only by saying, first, I think you would have to do it on.a
case by case basis, going back and looking at what was presented
to the Commission and on what basis they‘made their judgment to
allow this company to come into existence. i do think that
there are standards and I do think if the standérds are inadequate,
they can be amended‘by regulation. -

Empirically speaking, apparently there have onlyubeen

two or three companies that have just gone under where nobody is
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willing to pick them up. Again on a percentage basis, the
judgment of my predece§sors apparently has been sound.

Perhaps there méy not even be a problem. Maybe these
two or threé examples we have had in recent years are most |
unique. But I think there is a problem. I think to the
extent there is a problem, we are in the unfortunate situation
of having nobody quite ready to pick them up. If nobody does
anything, I think the municipality will be most naturally forced
to pick up these problems. In the Passaic situation, the
municipality wouldn't do it. But to answer your question, I
think you would have to analyze it onacase-by~-case basis.

Maybe an analysis of that sort would lead you to conclude. .
that under ho circumstances would you'ailow a private water
company to service more than a planned development of 100

homes. Frankly I think that is worth looking at from that‘
type of a standard. | |

SENATOR DOWD: Thank you.

ASSEMBLYMAN RINAIDI: If there are no further queéfions,
I would like_to thank you very much, Mr. Byrne, for taking the
time to come and testify before us. Your testimony, I think,
is very significant. It has touched on areas that I think
some of us hadn't contemplated to be as serious as they are. I
would like to thank you again very much.

MR. BYRNE: Thank YOu, Mr. Assemblyman.

ASSEMBLYMAN RINALDI: I would like to call as our next
witness Commissioner Roe. Commissioner, would you identify

yourself, please, after yoﬁ get comfortably seated.
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ROBERT A. ROE: Iam Comhissionér Robert A. Roe
of the New Jersef State Depariment of Conservation and Ecohoﬁic
Devélopment, MrQ(Chairman; |

ASSEMBLYMAN RINALDI: Would you speak up, Commissioner?
This Assembly Chamber is not inaccurately referred to as a
cave of wind and one of the problems ‘is the acoustics. So speak
up loud and clear. |
| MR, ROE: Yes, sir. I am Commissioner Robert A. Roe of
the New Jersey State Department of Conservation and Economic
Devélopment,

I woﬁld like to first presenﬁ if I may to this distinguished
Commission a prepared statement for a specific reason, I think
primarily to bring into sharp focus the basic background which
I think is essential to understand before we can déliberate |
on resolutions'to some of these matters. So if I may, I will
proceéd with'my statement.

Chairman Riraldi and distinguished members of the
Commission, I welcome this opportunity to join with you today in
these legislative deliberations on ihe crises facing New Jersey's
water resrouces and fervently and respectfully trust, as a
result of_the findings of these hearings and on the merit of the case,
that the Legislature of our State will take forthright action at
the earliest possible date to provide the fiscal resources and
the administrative tools essential for the implementation of

the State's Blue Acres Vater Resources Development Program

~ as presented March 15, 1968 to the Commission to Evaluate the

Capital Needs of New Jersey and--dbmitted herewith as Exhibit 1.
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When one‘reflects upon the substance of the mandate of the Legislature to this
distinguished Commission, it is by no means redundant to reiterate the context of their
resolutionvin that it brings into sharp focus the severity and the exigencies of this
vitally important matter. The Legislature resolved that: |

"WHEREAS, The State of New Jersey has recently experienced a
most severe shortage of water supply, which threatened the
health of its people and caused heavy losses and inconvenience
to its citizens and to commerce and industry; and

“"WHEREAS, It is the opinion of many informed technical
authorities that this water shortage might have been prevented
to a large degree by more adequate advance planning and by
the proper execution of such plans with relation to our water
supply works in the State; and

"WHEREAS, Numerous studies of water supply problems have
been made during the past few years, including a report by the
New Jersey Committee of the Regional Plan Association, dated
July 1967, and the Report of the State of New Jersey Commission
on Efficiency and Economy in State Government, dated

November 1967, which studies clearly have indicated the need’
for improved long-range planning, co-ordination and organization
of our water supply; and

"WHEREAS, It is clearly evident from the foregoing that the
agencies which have been and are now in charge of the planning
and development and management of our water supply works have
been unable to perform their duties adequately and to discharge
their responsibilities fully; and

"WHEREAS, By 1990, New Jersey's growth and development will
require greater than double the amount of water presently provided
for homes, industries and public uses; and

"WHEREAS, The responsibility for rectifying the present
condition, and the taking of such steps as are necessary to
assure New Jersey's citizens of an adequate and economic
water supply, rests finally upon the Legislature of this State
which established the present water supply organization...."
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In order to thoroughly understand the order of magnitude and the gravity of the
continuing mount_irig crises affecting our water resdurces, the situation can be graphically
manifested by the poignant revelation of the "Four Horsemen of the Apocalypse" -
DROUGHT -- FLOOD -- POLLUTION -- DEATH! Dramatic perhaps in some people's
eyes but not when you consider that never before in the history of this State have we
faced:

the severest drought of record, costing the people and industry
of this State countless millions of dollars in damages, un- .
necessary hardship and great personal sacrifice; :
a catastrophic flood, affecting five counties, but particularly
severe in the Passaic River Basin, with enormous property
damage, costing yet undetermined millions of dollars for
rehabilitation -- but what price can be affixed to the misery,
heartbreak and personal tragedy of the people directly affected;
, extreme pollution in the Rockaway River, requiring court
. B injunctive action to forestall building construction in eleven
communities because of inadequate sewerage facilities
permitting over five million gallons a day of raw untreated

- sewerage to poison the Rockaway River; and

the death of eight people during the great flood -- six of whom
were children. ' _ : :

All of these catastrophies occurred within the last four years. For anyone to
dismiss these ravages of nature 'by labelling them as unavoidable acfs of the Almighty
would iﬁdeed be a travesty and fraud against the people of this State. |

© It certainly was prophetic on January 11, 1955 when the Legislature 'adopted

" Assembly Joint Resolution No. 4 establishing a legislative commissién to stuciy and
report to the Legislature as to the acquisition and development of the water sppply
resources of the State and their observat;‘ons at that time, as expressed in the preamble

to the resolution, stated:
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"...The problem of the provision'of additional adequate By e
water supply for the citizens of this State in the immediate

future is of paramount importance and requires solution at
the earliest possible moment. .o ." That was in 1955

To understand the future we must understand the past to determme the proper

course of action, based on knowledge and fact, it is most important to review a short

‘ chronology of the ensuing and resultant action 'ofthe Legislatures since that-time.

The then legislative commissxon engaged the engineermg firm of Tippets Abbett,
McCarthy and Stratton fir st to prepare a prelimmary survey and report of New Iersey s ,
bwater resources and then to complete a comprehensive master plan for: the development
of these resources which, m‘fact was submitted to the legislative commission on
December 31 1955, popularly known as the TAMS report, with the followmg comment:

“"This, our final report presents the results of our
comprehensive investigation of New Jersey Water Resources.
The basic water resources, both surface water and ground -
water, are covered in detail. Estimates of water demands. -
to the year 2000 have been made and numerous plans and
combinations of plans to meet these demands are presented.
Legislative action, financial requirements and administrative
organization necessary to implement these water supply plans
are thoroughly discussed. A summary of the report precedes
the main body of the report. "

For your guidance and reference a copy of the TAMS report is submitted herewith
as Exhibit II.

I think it is interesting, as an aside, to comment: that in the

populat:.on pro:jectlon and in the est:.mated water consumption to the

. year 2000 in the TAMS Report, it was Just about half of what ‘has

actually happened.
In order to expedite and to meet the exigencies of the water situation' prevalent

at that time, the Legislature, 'based on the. prel»iminary_TAMS' survey fr.eport,» passed-l

. legislation and an accompanying bond act author121ng‘ t_he »expenditure"of $10O million to
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acquire and develop the Chimney Rock Reservoir site in Somerset County together with
additional groundwater research in various areas of the State including the Wharton Tract.
The matter was placed on pubiic referendtii“mAin”the’ Fall of 1955 and was voted down by
the beople and, therefore, the legislation néver became effective.

In June 1956 as a result of previous studies, including the TAMS report, the

Legislature enacted into Law Chapter 60, Laws of 1956, directing the Commissioner of

l Conservation and Economic Development to acquire the Round Valléy Resefvoir_ site -
| (acquisition of land only), provided a direct appropriation of $3 millién for that purpose
and specifically limitea the water supply source for this reservoir to-_tklle Delaw&ré RiVei
exclusive of its tributaries. It is sigm'ﬁcant to note thatvthe legislation also provided
that an in lieu payment of tax be made to municipalities affected.
In September 1956 the State Water Resources Advisory Comfnittee was appointe(j‘
by the Commissioner of Conservatic;n énd Economic Development and was comprised of
} representatives of industry, labor and agricultufe. It is interesting to note that 34
industrial and commercial firms provided privaté fiscal resources to carry out the
engineering and related studies conducted for this committee by the engineering ﬁfm of
Whitman, Requardt and Associatés . (See Exhibit III -- Committee's report) |
As al result of their studies, on April 25, 1957 théy reéommended thaf Spruce Run
and Stony Brobk Reservoir Sites should be purchased immediately and construcfiori_of the
facilities commenced as soon as possible thereafter. They further 'co‘ncluded.that'the ‘
prohibition reétricting the source of water supply for the Round Valley Reservoir to the |

‘Delaware should be modified to permit the use of waters of the Raritan Basin.
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In December 1957 the Legislature enacted into law an amendment to the Round

Valley acquisition legislation permitting the use of water from the Sou'u'h'_‘B__.
River as an added source of supply for the Round Valley Reservoir.
In December 1957 a Senate Committee was established to review and update the :

work that had been carried out to that point.’ The estabhshment ofthis-‘t co:mmittee_:w'as _~_;'

no doubt the result of the extremely severe drought of 1957 Whlch depleted the reservoir
levels to minimums of record and storage would have been exhausted at that time but for
the unusually heavy rains experienced in December. | - ‘
The Legislature also appropriated $250,000 to the Division‘of Water Policy and
Subély within the Department of Conservation and Economic De‘velopment““-to‘co‘ndudt o
detailed studies and investigations required to evaluate the fea51bility and practicability

of the Spruce Run-Round Valley Reservoir project. This work in part was carried out by

the engineering firm of Whitman, Requardt and Associates and the Legislature was “
kept advised from time to time during the course of studies . The final formal report
No. 15 was submitted to the Legislature in August 1958 and is presented herewith as
Exhibit IV. | . | |
On May 12, 1958 the Legislature enacted into law N]‘SA 58: 21 1 directing the |

Commis s1oner of Conservation and Economic Development to acquire the Spruce Run

Reserv01r s1te (acquismon of-land only), provided a direct appropriatlon of $2 million . :

for that purpose and provided an in lieu payment of tax to municipalities affected

On the same date based on the engineering plannmg and studies of the State

DlVlSlon of Water Policy and Supply, the Legislative Committee 3 ecommended"to the :

v ch-Raritan EE
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Legislature who, in turn, passed l_egislatidh and: an accompanying bond act authorizing
an expenditure of $45,850,000 to design and construct the Spruce Run-Round Valley
Reservoir facilities and a number of other comprehensive water resources measures which

. )
will be discussed in more detail later in this report. It is significant to note that the

1958 act (NJSA 58:22-1 et seq) did not provide nor make any provisions for the construction

of a water distribution system from these reservoirs. The implementation of this act .

was contingent upon approval by the voters at public referendum in November 1958 and
was subsequently approved accordingly.

Between 1954 and >1958, the people of the Delaware River Basin were subjected to
disastrous losses from floods, interspersed by droughts, which resulted in the lloss of
more than lOO_lives and millions of doilars in property damage. These natural disasters
accented New Jersey's official demands for vcomprehensive development of the Delaware
River Basin.

In 1956 the Governor of New vIersey, tﬁé governors of the three other basin states
and the mayors of New York City and Philadelphia establi_she'd.-the Delawaré River Basin
Advisory Committee. At their direction in August of 1956, the Committee proceeded to
investigate the governmental and administrative requirements for a inultiple purpose water

resources development program for the Delaware.

The Advisory Committee, through the Water Research Foundation, obtained funds
from the Ford Foundation enabling the states to study the problem. The study was

completed in 1958-59 by the Syracuse University Research Institute.

After reviewing the basic recommendations of the Syracuse study, probably the

most extensive ever made of a major river basin, New Jersey's Governor, and the
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governors of the other states, and tha mayors of Philadelphia and New York City, directea
the Delaware River Basin Advisory Committee ori September 30, 1960, to»proc.eed ‘
immediately with tﬁe drafting of an interstate compaat ‘which would provide'f.o‘r full
federal participation. Thé U. S. Corps of Engiaeers, meanwhile, proceeded with the
most extensive and comprehensive survey ever undertaken of the Delaware River. The
four states were thus ready for a comprehensive approach to the proper development'of )
the River. |

After more than a year of continuous negotiations, the Advisory Committee
presented to the governors an interstate compact which received almost unanimoué
support from the four legislatures.

On November 2, 1961 President Kennedy and the respective governors signed-the
agreement formally establishing the compaqt.

It is important to note that the federal-state compact fecognizéd for the first -
time the regional developinent of the water resources o.f the Delaware River Basin and, .
in addition, the basin commissi.an will provide "effective flood damage reduction;
conservation and development of ground and surface water sapply for municipal, industrial ,
and agricultural uses; development of recreational facilities in relation to reservoirs,
lakes and streams; propagation of fish and game; promotion of related forestry, soil
conservation, and watershed projects; protection and aid to fisheries dependent upon water
;esources ; development of hydroelectric power potentialities; improved nairigatiqn;. control “f
of the movement of salt water; abatement and control of stream pollution; aﬁd reéulation ﬁ

of streamflows toward the attainment of these goals...."
That is the breadth and scope of the charge under the Compact of

the Delaware River Basin Commission.
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If I may, Mr. Chairman, on the far right there is a chart.

It is a little hard to see from here. But ln the area of New Jersey,
the Delaware River Bésin Commission has jurisdictionkaﬁd éuthority in
their areas of interest, as provided by the compact in‘the State, of
approximately one-third the land area and the resources of the State
of New Jersey. |

The allocation of New Jérsey's water resources developed under
this compact, however, still remains under the prior jurisdiction of
the State. That means that on waters allocated to the State of New
Jersey from the Delaware, one must first secure the approval of the
State before they go for, in effect, radification aﬁd approval of

the Delaware River Basin Commission.

Furthermore, the Delaware River Basin compact dcoes net negate the Supreme
Court Decree of 1954 hand=d down in the New York-Delaware River Diversicn Case which
proteéts all other previous rights ancl diversions and can only be altered byyb unanimous
agreement of all parties of interest to the decree. The compact placed under the aegis
of the Delaware Rlver Basin Commi.ssi.on the future development of the waters of the
Delaware River Basin and related natural resources.

In order to provide for é method to distribute the water supply from the Round
Valley-Spruce Run Reservoir system to the northeasisrn region of the State, in Oétcber 19€2
the Legislature passed legislaticn which they amended in Tecember 1962 enacting the
Water Transmission Facllities Act (NJSA 58:5-31 et seq). This l=gislation amended and
supplemented the North Jersey District Water Supply Commissioﬁ Act of 1916.

In assigning fhis responsibility l:o the North Jersey District Water Supply Commission,

the Legislature stated the following public policy:
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"It is hereby declared to be in the public interest and to
be the policy of the State to foster and promoie by all
reasonable means the prompt, efficient and economical
transmission, treatment, filtration, distribution and use of
the water supplies acquired and developed by the State.

It is the purpose and object of this act further to implement
such policy by, among other things, giving additional ‘
powers to certain public corporations heretofore authorized
to supply and distribute water, to the end that such public
corporations will be enabled to finance, construct and
operate facilities necessary for the treatment, filtration,
transmission and distrilution of water made available by
the State to municipalities and persons, pursuant to the
provisicns of the Water Supply Law."

That was the public policy expressed by the Legislature

at that time.

On April 3, 1962 the Legislature enacted into law NJSA 53:16a-50 et ceq emuTwering

the Division of Water Policy and Supply and the Water Pclicy and Supply Council to

delinzate and mark flcod hazard areas and tc cocrdinate effectively the development,

7 i A= atiahie
dissemination and use of information on flood and flocd damages that may be avaiianie.

On January 13, 1964 the Legislature enacted into law NJSA 58:1-35 et seq' which
was an amendment to the Title 58 water law concerr:.ing diversion of surface watérs of
the State for domestic, commercial, induétrial, agricultural and irrigationkuses aﬁd other
private purposes. The Legislature determined that

"increasing diversion of surface waters for consumptive
uses in some areas of the State is depleting natural flows
of certain streams to a degree which adversely affects the
health and welfare of residents of areas contiguous to the
lower reaches of those streams; and

"it is in the public interest to maintain the natural low
flows of such streams and to regulate the use of the waters
thereof in accordance with principles of equitable
apportionment."
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In view of the fact that the 1958 Water Supply Act provided the fiscal resources

for implementation of water development, research and advanced planning programming,
it is important to review and bring you up-to-date as to what has been achieved and
accomplished under this legislation. I want to take this opportunity to stress that, among [
other legislative findings at that time, the Legislature stated specifically: . :

"There is an immediate need for a new major supply of

water to meet the present acute water requirements in the

northeastern metropolitan counties and in the Raritan Valley,

areas which directly and indirectly affect the commerce and
prosperity of the entire State."

The Legislature then directed the following:

A. "Develop and construct a reservoir of approximately 5¢ billicn
gallons capacity in the area, commonly known as Round Valley,
located in the county of Hunterdon, acquired or in the process
of being acquired pursuant to the provisions of chapter ¢ of
the laws of 1956, hereinafter referred to as the Round vzlley
reservoir; together with such works, structures, pumping
plants, pipelines, force mains, and other facilities as mzy
be necessary or useful to divert or pump water theretc, rciease
water therefrom, and provide for the storage of water thsrein.

- The source of waters for said reservoir shall be either . both
the south branch of the Raritan river or the Delaware River,
exclusive of its tributaries. Note: No provision was mrovided
for the water distribution system."

Date Activity _ : .

1. December 1858 ' Initial conferences held with
: representatives of the North Jersey
District Water Supply Commission,
Elizabethtown Water Company
Consolidated, and the City of Newark
relative to the sale of water to be
produced by the authorized Spruce Run
‘and Round Valley Reservoir Projects.

2. December 1958 - Report submitted to the Commissioner
of Conservation and Economic
Development on the organization of a
- temporary Bureau of Design and
Construction, to direct and supervise
the further investigation and the design
and construction of the authorized
37 Spruce Run and Round Valley Reservoir Projects



ROUND VALLEY RESERVOIR

1. October 1959 ' Contract awarded to Barnett &
Herenchak, Inc. for the design of portion
of the relocated road at Round Valley

- Reservoir. '

2. May 1959 Contract awarded to Porter, Urquhart, v
McCreary and O'Brien, for the design " s
of the North and South Dams, Dike,
Intake Tunnel, Portion of the Relocated
Road and Appurtenant Works.

3. October 1960 Contract awarded to S.J. Groves & Sons, -
for the construction of the southerly
- portion of the relocated road to permit
vacation of the existing road through the
Round Valley Reservoir site. Construction
completed in August 1961.

4, November 1560 Award of contract to Havens and Emerson,
' for the design of the force main and of
the pumping station for the Round Valley
Reservoir Project.

5. January 1961 Contract awarded for the design of the
Administration Building.

6. March 1961 . Two contracts awarded to C.J. Langenfelder
& Sons, Inc. for the construction of the
North and South Dams and Dike, the
Intake Tunnel, Forticn cf the Relocated
Road and Appurtenant Wecrks. Contracts
completed in April 1954,

I am giving you this only to show the order of magnitude of

what it takes to acquire 1land, design, engineer and build a structure
‘and put it into operation. .

7. July 1962 Contract awarded for construction of
the force main. Completed in March 1964.

8. March 1963 ' Contracts awarded for the construction
" of the Administration Bu11d1ng . Completed
in April 1964.

9. September 1963 Contract awarded to Peter Kiewit Sons'
Co. for the construction of the pumping
station. Completed in September 1965.
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10. September 1963 Contract awarded to Burlington Electric
. Co. for the electrical work for the
pumping station. Completed in July

, 1965 . :
11. September 1965 Bound Valley Reservoir and its operat-
ing appurtenances were completed.
12. December 1965 Initial pumping to fill reservoir
: begun. ' —

The reason for that was because water
was not available in necessary
quantities until that time of the
year, remembering that 1965 was the
focal point in the intensity of the
drought.

At present the storage in the reservoir at Round Valley
is 28.7 billion gallons. The maximum storage capacity of
this reservoir is 55 billion gallons.‘ It is estimated

that it will take approximately a year and a half to two years

N

with adequate flow in the South Branch of the Raritan to

finally fill Round Valley to its full capacity.

B.. "Develop and construct a reservoir of approximately 10 billion

'~ gallons capacity to be created by the construction of a dam or
dams on Spruce Run and Mulhockaway creek tributaries of the
south branch of the Raritan river, located northwest of the town
of Clinton in the county of Hunterdon, hereinafter referred to

as the Spruce Run reservoir; together with such works and
facilities as may be necessary or useful for the storage of waters
and to regulate the flow in the south branch of the Raritan river
and of the Raritan river above and below its confluence with the

Millstone river."
SPRUCE RUN RESERVOIR

1. January 1959 Contract executed to conduct core boring
program at Spruce Run dam to supplement
data developed by Special Report 15 and to
determine the final location of the dam.

2. March 1959 In the Spring of 1959 contracts were awarded
for services to determine the location of
" the relocated road.

3. May 1959 Contract awarded to Whitman, Requardt
39 and Associates, for the design of the
Spruce Run Dam, Dikes and Appurtenant
Works .



10.

11.

October 1960

October 1960

October 1960

February 1961 -

June 1964

Fall 1964

June 1965

October 1966

12. April 1967

Contract awarded to George M. Brewster &
Sons, for the construction of bridges and
culverts on the Spruce Run Relocated Road.
Construction completed in June 1961.

A-greement executed with the Township . I
of Union for the construction of the N
Spruce Run Relocated Road, and for i

the vacation of the existing Union Road *

through the Reservoir area.

Contract awarded for the construction of .
the bridges on the Spruce Run Relocated
Road to permit vacation of the Union

Road through the rsservoir site.

Construction contract awarded to Hagan
Industries, Elmhurst Contracting Co.,
Inc., for the construction of Spruce Run
Dam, Dikes and Appurtenant Works.

Spruce Run Reservoir was filled for
operation as originally scheduled.

I make this point specifically because
there has been some apparent doubt

as to whether or not any water from
either Spruce Run or Round Valley
Reservoir complex has been utilized.

The reservoir was filled.

Temporary agreement entered-into with
Elizabethtown Water Company to provide
emergency water supply during drought.

Contract executed with Elizabeth- 5.
town Water Company Consolidated, i
for 40 mgd, which evolved from \
a Supreme Court action. C

Contraét executed with Elizabethtown Water
Company Consohdated, for an additional
30 mgd.

40




So, in effe.c:t,f,ié);lt: b)f the 190 million gallons per day
é.vailabie from the 'Spriic,é"Ru»ri;R'ogh;d Valley Reservoir complex,
as of this d.at'e,,' 70,'miljlio'n ‘gaillo_ns have been ai;ocated by

contractual agreement to the Elizabethtown Water Company.

Note: The Spruce kun Reservoir has been
available and utilized for the purpcse of
supplying and supporting all of the demands

for quality control and consumptive uses in

the lower reaches of the Raritan River.

. Over ten billion gallons of water have been
. : utilized for these purposes from this

" reservoir since the Fall of 1964 to prese:nt cate.

C. "Carry out a 10-year program of detailed geclogical and hydrological
studies and ground-water investigations, inventories and reports
throughout the State by means of test drillings, observaticn wells,
and any other means necessary to determine ground-water resources,
quality and supply potentials, and may expend or commit ircm the
proceeds of said bond act an amount not exceeding $125,000 in any
1 year plus any unexpended or uncommitted balance from ary prior
year or years and $1,250,000 overall for the cost thereof."

GROUND WATER INVESTIGATIONS

g msTog

The authorized groundwater investigation program was
conducted in accordance with the recommendaticns of the New
Jersey Water Resources Advisory Committee, for the most part
under a cooperative agreement with the U.S. Geological Survey
on a 50-50 cost matching basis, supplemented by a cooperative
program with the Bureau of Geology and Topography of the
Department of Conservation and Economic Development for four
s . counties dependent upon rock well supplies. The bond funds
appropriated for this program will be fully expended by the end
of this current fiscal year.

-7 ‘ County reports providing the basic data on current water use

and its quality, by area distribution and aquifer, have been
published for five counties: Cape May, Hunterdon, Mercer,

- Morris, and the Sayreville area of Middlesex County.
Investigations have been completed and reports are in process
of publication for 7 counties: Atlantic, Burlington, Essex, _
Monmouth, Ocean, Salem and the Rahway area of Union County.
Investigations are underway and are expected to be completed by
the end of this fiscal year for 6 counties: Camden, Cumberland,
Gloucester, Sussex, Warren, and the Ramapo and Hackensack
Valleys of Bergen County. Also projected for completion is a
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report on pump testing and drilling in the Wharton
Tract, and a quantltatlve acquifer study on the Raritan-
Magothy Aquifer in Burlington, Camden and Gloucester
Counties, to evaluate the water which can be obtained
from that source, which means in fact that the Division
and the Department have made an exhaustive research
program and action program in the field, carrying out

this requirement of the Legislature under the 1958
act.

As recommended by the New Jersey Water Resources Committee,
an outpost salinity well network of some 300 stations was
established in South Jersey. The water sampling program was
expanded to include a network of some 500 stations: 400 in South
Jersey, and 100 in North Jersey. Fifty-six wells were drilled
for exploratory purposes, including one in Camden County, and
one in Island Beach to bedrock.

"By studies, tests and actual field experiments, determine the practicability
and suitability in this State of developing and utilizing natural ground-
water storage to supplement on-stream reservoir storage as a source

of water supply, and may expend or commit from the proceeds of said

bond act an amount not exceeding $1_00,000 for the ccst theresf.”

PENSAUKEN SAND STUDY

The investigation and testing procedures recommended by J. Homer
Sanford, sponsor of this project, and defined by the Water
Supply Act of 1958 have been investigated to select a suitable

' site on the Millstone River in the Pensauken Sand Formation for
the pilot test plarmed ad o estimate the cost of such a pilot test.
The investigation disclosed that the 100 thousand dollars authorized
by the Water Supply Act of 1958 is not sufficient to cover the pilot
test specified. Alternate procedures are being investigated.

"Continue to research, plan and de51gn ways and means of

improving stream flows in the Raritan Watershed or in the Millstone
Watershed or both, whether by river regulation reservoirs, pumping,
flow diversion, water re-use, or other means, Or any combination
thereof, deemed pract1cable to meet the needs of the area or areas;
and acquire, as and when authorized specifically by law after public
hearing, real property in any area in said watersheds as shall be
suitable as a site or sites for the establishment of an additional water
supply facility or facilities including any real property in any area in
said watersheds where the utilization of natural groundwater storage
to supplement on-stream reservoir storage as a source of water supply
is determined to be practicable and suitable. The proceeds of said
bond act in an amount not exceeding in the aggregate $3,000,000 may
be expended or committed for the costs thereof."
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"Continue to research, plan and design ways and means of improving
stream flows in any other area or areas, whether by river regulation
reservoirs, pumping flow diversion, water re-use, or other means,

or any combination thereof, deemed practicable to meet the needs of
the area or areas; and acquire, as and when authorized by law after
public hearing, real property in any such area or areas as shall be
suitable as a site or sites for the establishment of an additional water
supply facility or facilities including any real property in any such
area or areas where the utilization of natural ground-water storage

to supplement on-stream reservoir storage as a source of water supply
is determined to be practicable and suitable. "

These last two charges are relatively both the same,
one handling the requirements in the Raritan Basin
specifically and the other charge handling the require-
ments throughout the rest of the State.

Under these two provisions of the 1958 Water Supply Act, it was
directed to continue reservoir studies and $3 million was provided
specifically for the Raritan-Millstone Basin and $2 million for the
studies of the balance of the areas throughout the State.

Safe yield and water demand studies authorized have been conducted
in the main by the staff of the Division of Water Policy and Supply.

1. Water demand projections to the year 1990 have been completed
by counties for the entire State for public, self-supplied industrial
and self-supplied irrigation uses. A special investigation was
conducted to determine past use and to estimate future use by
manufacturing industries of New Jersey from both public and self-
supplied sources. '

2. Safe yield analyses and growth projections have been completed
for ten of the major water supply systems serving 85% of the
public water supply used in the nine counties of northeastern
New Jersey: Wanaque, Newark, Jersey City, Hackensack,

- Elizabethtown, Passaic Valley, Commonwealth, Middlesex, New
Brunswick and Perth Amboy. Similar studies were made for the
Monmouth Consolidated Water Company in Monmouth County.

3. In addition to the necessity of acquiring the Hackettstown and Two
Bridges Reservoir sites which have been investigated and studied
by the U.S. Army Corps of Engineers, twelve potential reservoir
sites have been investigated in depth to determine the land area
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that would be necessary to acquire and to evaluate yield

and storage capacity. Of these sites, nine are located on

the Millstone-Raritan Basin (North Branch, Rocky Hill, Oldwick,
Ravine Lake, Hacklebarney, Six-Mile Run, Confluenqe_,’S’o_uth
‘River, and Schooley's Mountain); one site in Monmouth County
(Manasquan); and two sites on the Passaic River Basin
(Hardscrabble and Myers Road). |

Four of these sites (Six-Mile Run, Confluence, South RiVe,r,and ,
Schooley's Mountain) have been accepted for active consideration
on the Raritan-Millstone Basin. Two additional sites have been
recommended for other areas of the State, namely, Manasquan in
Monmouth County and Hardscrabble in the Passaic River Basin..
Three sites have been rejected on the Raritan-Millstone Basin,
namely, the North Branch, Rocky Hill and Oldwick; and three

- other sites, Ravine Lake, Hacklebarney and Myers Road, have

been deferred from active consideration at this time under

Priority One projects . that we have submitted in our Capital’
ngghtﬁggljirpqny to the Commission in March = I think it was
Preliminary studies have also been made on 25 smaller reservoir
sites which will be developed to supplement groundwater supplies
in the South Jersey region and also in Warren and Sussex Counties.

The implementation of New Jersey's first comprehensive regional
river basin water and related land resources engineering and
devefiopment program establishing, delineating and marking flood
" hazard areas of the streams, rivers and tributaries of the Raritan
River watershed affecting seven counties and €9 municipalities
of the Raritan River Basin is underway. o

May I digress and say that on the Raritan River

Basin chart there - and the next one, of course, is
the.Passaic Basin = but particularly on that Raritan
Bas%n area, this is the most comprehensive flood ‘
,plqln delineation program, engineering program,

being carried out in the country, partially supported .
by Federal matching moneys for the purpose intended,
and spegifically.once and for all to be able to save
the Raritan Basin from the encroachment on the streams
and people literally building cities and towns and
homes and everything else in the flood plain area.

This perhaps is one of the most important things as
part of.thg water management program that we are
accomplishing at this time.
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In view of the fact that specific standards must be established
for water quality gSe classifications in order to implement the
State private surface water diversion act and to comply with the
federal streamflow water quality classification standards, the

' State Division of Water Policy and Supply has initiated a
comprehenswe long range water quality monitoring program
beginning with the waters of the Raritan River Basin.

It is necessary to monitor on a continuous basis the constantly
varying chemical and biochemical elements of quality and this
program will be accomplished by the installation of mobile automated
laboratory field units, each monitoring 12 different chemical or

biochemical elements, an extremely important program,
meeting both tlj_;e requirement of the law on private

diverson, our State law, and also the Federal
Water Quality Control Act.

The Department of Conservation and Economic Development and

the Department of ‘Health conducted a joint research study and

field pilot tests on the utilization of the process of reverse osmosis .
to determine the pract1cab111ty of the conversion of treated sewerage
effluent and/or polluted brackish water into potable water supplies.
This work was carried out at the Bergen County Sewerage Authority
plant and also on estuarine areas of the Hackensack River.

Desalination (desalting-flash distillation prdcess) researéh program,
a joint venture by:the Office of Saline Water, U.S. Department of

the Interior, Department of Conservation and Economic Dé‘Velopment ;
and the Public Service Electric and Gas Company of New j’ersey,

was 1mt1ated followmg the Northeast Desalting Team

Report in June 1966.. Presently this program is being carrled

out with a pilot plant prototype model desalter, evaluating and
monitoring the feasibility of using polluted brackish water of.

the Hackensack Rlver estuaries for possible conversion into public
water supply, bemg operated at the Public Service Electric and Gas
Company Marion Generating Plant in Jersey City. Other phases

of this research will be extended upon receipt of conclusive data
from the pilot model desalter.

By the way, both of these programs are extremely

highly advanced in the country on this kind of actual
pilot program;ng going on.
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8. Under these sections of the act, after substantive study and
engineering evaluation, if it were found to be in the public interest
to pursue acquisition of some reservoir sites, recommendations
were to be made to the Legislature who, in turn, were obliged by
statute to hold public hearings on the matter. No reservoir

acquisition could be undertaken without the express approval of the
Legislature.

On May 9, 1966 Senate Bill No. 385 was introduced into
the Legislature for the purpose of acquiring the Six-Mile

- Run Reservoir site in Franklin Township, Somerset County.
The bill was not acted on by the Legislature.

On April 8, 1968 Assembly Bill No. 591 was introduced
into the Legislature for the purpose of acquiring the
South River Tidal Dam site in Middlesex County. The
matter is still pending. ‘ '

Legislation has been prepared for introduction in the -
Legislature in November for the acquisition of the
Upper and Lower Manasquan Reservoir sites in

Monmouth County. By the way, we have been working
with the legislative delegation from Monmouth Co. on this.

It is most significant to note that if all three of these
legislative measures were to be enacted by the
Legislature, the estimated cost would be approx1mate1y
$12 million for this acquisition program.

The entire funding under these sections of the act, the 1958 Act,
amounts to a total of $5 million. Before any recommendations
could be made on the acquisition of réservoir sites, the
forementioned studies, evaluations, etc. had to be

performed. In view of this factor, there presently is

available $2.5 million for possible reservoir a'cquisition

which obviously is nowhere near adequate to accommodate

these pending legislative measures.

A composite fiscal report of the status of the water development fund as
of October 5, 1968 is hereby submitted as Exhibit V. ' ' '

. in fshat report _
I call to your attention fhat $585,000 has been reserved for finalization
of the State's overall comprehensive water master plan which is
estimated to take approximately one year to f1nahze

It must be specifically noted, however, that for any master plan to
continue to be a viable working document continuing upgrading and
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refinement is essential. This factor has been provided for in

the details of our capital bond request. In addition, the

priority one phase of the capital bond request has made
‘provisions for additional funding to prepare detailed construction.
plans and specifications for priority projects that have evolved
from the engineering and research programs conducted under

the 1958 Water Supply Law. (All noted in Exh1b1t I)

May I 1nterject thls thought. In a number of recent
reports, we keep getting the story that there ought

to be a comprehensive plan for the State of New Jersey.
In view of the order of magnitude of this part of

the snynop51s of the report I am reportlng to your
Commission plus the work that is going on in the other
areas, it seems tO me on master planning that 95 per cent
of the master plannlng, at least as of this date, from
the State's point of view is completed, vis-a-vis, the
relationship of the 1958 act. And when we talk about
‘the allocation of approximately a half a million dollars
to finalize, we are now putting all the parts and

pieces together.

JOINT FEDERAL-STATE WATER RESOURCES DEVELOPMENT PROGRAMS

A,

In 1965-66 a comprehensive groundwater research and evatluatior%‘i;t provgram
was carried out by the U.S. Department of the Interior and the State 1n the |
Passaic Glacial Basin in Morris and Essex Counties. Fundmg for this prOJect
was provided by the Federal Government under the drought emergency. It was
a most valuable program in that it established the limited capabilities of the
groundwater resources in that area of the State.

In 1966 the State Water Resources Research Institute \:sta_s e_stablishéd_at
Rutgers the State U_niversity as provided for under the federal Water Resources
Planning Act (Public Law 88-379). Administered under the aegis of the U S
Department of the Interier.in conjunction with the State Departments of
Conservatioh and Economic Development, AHealth and the Delaware River Basin
Commissio_n. Its primary fuhction and objectivea were to cpnduet baaic and
applied research programs related to water t‘esourc.es‘ . Details of apprbved
programming is submitted herewith as Exhibit Vi.

47 .




Under.th'e>Fodera'l Wat‘él.? kesourceﬂs;éduh?;ifl ther hasbeen e‘stablished the
North Atlantic Region Water Resour‘cv“es.. Study Program toevaluate the needs and
availability of water and related ~resoﬁrce‘:lsfa;nd, tbv’in.\'/est‘i}c_;i;it.e"th;e various
competitions for their use from the James Rivéf mVn‘gmla ’to the Canadian border
in Mainé. | o

The objégtives of the NAR study is to develop and document the information
which decision makers need to guid'_e_- theorderlyand properdevelopment of the

region's water and related land resources. _Tﬁe study must provide broad-scaled

énalyses of water and related land resources problem‘s',_,' ar‘xd must furnish

§enera1 appraisals of the probable nature, extent, 'timi‘ng“,_andz form of measures

for their solutions. |

The Study is being conducted by the North At‘laxiticl_ Division, U ,.':: S. Corps
of Ehgineers undér the direction of a Coofciinéfing. Commltteeconsistmg of water
resources officials of the variqus states within thve regwn ::a‘pa’éf...ba‘.ffected federal
spencies. : . L Lo

During the height of the drought emé;gjehcy ‘i'n 1965 th'e, Congress directed
the North Atlantic Division‘c.)f the U. S. ACorps of Engineersb to conduct the |
Northeast Water Suppl? Study Progfam and. institute cbmprehe:ns,ive Water supply
planning for the North Atiantic Region from Virginia to Ma_ine‘l.‘ :

In view of the needs of the Northern New Jersey-New Yérk ;City .;r,r;et,ropol‘i'tan
area, particular emphasis will be given to‘the futﬁre needsofthatarea, éhd
definite projec?ts with alternates will be developed .for-me:_zet'i:ﬁg thv_dsy’e: needs.

.A contract was awarded on September 5, 1968 b‘y‘_‘t._h_g_ U S Corps ‘of Engineers,

North Atlantic Division to Hazer & ‘Sawyer and ;‘Mét_ck_a'l;f. &Eddy, Inc., for a
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feasibility study of alternative "regiori.al water Sprly ‘plans".fcvx’ thé‘ Northern
New Iersey-New York City metropolitan area Thé'puvrf;o‘s'e of this coﬁtfact
is to develop feasible ex_ﬁgineevri‘ng alternat_ivés for water supply systems té meet
the needs in the Year 2020 to serve the Northex;n New Jersey-New York City
metropolitan area, and to prepare é_repon.tﬁereoﬁ. |
The study area in New Jersey éonsists Qf Bergen, E_ssex,' Hudson, Hunterdon,
Middlesex, Monmouth, Morris, Passaic, Somerset and Union counties. It
conforms to our Region 1 in all respects except that it includes Monmouth County.
It is understood the study will include,’ in addition to the optimum develop-
ment of existing intr;—state resources, such other sources as the Hudson,
Delaware and Susquéhanha Rivers Basins, the Great Lakes ahd the St. Lawrence

systems, and the use of water desalination facilities.

Cr: the Passaic River Basin the New York District of the U.S. Army -Cdrp‘s
of Engineers at the request of the State and at the direction of ;che‘Congréss has
completed their final detailed comprehensive engineering and economic
feasibility report of the flood control water resource devei-';;::}m:nt and basin wz i.f
management program. |

A flood damage problem of staggering propo;‘tions exists today on fhe
Passaic River Basin. The probiem has resulted over the years frcm a complete
abuse of this natural resvource. The Paséaic River has been characterized, as
the result of many enginéer‘ing stuaies A és» perhaps the filthiest and most

Linpredictable treacherous river in the northeastern part of the nation.
{

\
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It is interesting to note that the demage whichﬁis,; »
still ﬁna'ssessable at tﬁis ?oint" on.the Flo‘od' Rehabllltat:.on
Prograin of the floods the latter paft'df May is runnlng into
countless millions of dollars at this particular j‘Li.r'x‘cfﬁre‘.“‘

The Corps of Engineers and State have studied this river to death.

Any further expenditures of public funds on additional ‘studies would be a totai

waste of the taxpayers' money. The Corps of Engi'nee}rs' has prOjected four

e

remedial ~p'1ans: to resolve this enormous long sfanding' problem and th‘e Stete hae
selected Plan C as fhe most economical, feasible ,. prectic'al solution accepfable.
The'Stete, in concert with the Corps is now prepare'd to ee;lduet t’v(re final

public ‘hearing's on this matter. If, as a resulf of this ief'fert',' vb"a.sedv on ever

30 years of intensive engineering study and design, the State refﬁses' to take any
forthrig»_ht definitive action in implementing this flood centrolei;x}ater management
program, it will be tantamount to abandoning the Passaic _Bas‘in and its people

to the ;i:(hgn‘tinuing catastrophicr ravages of this river.

Had we had two more inches of rain in that Passaic Basin
in the 1a_tter part of May and early Jime, that two- or three-day
period,(the damage in that area and loss of life,bes bad as it
was, would have literally have been catastrophicw— :tv‘ve more '.

inches of rain in that area.

As basically important as the implementation of the 1958
Water Supply Law is, it cannot achieve in itself the intent and
the mandate of the Legislature which was to provide a new safe

dependable water supply to the northeast region of the State, and I
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might add that the record is abundantly replete on this vitally important matter. In fac':t-*;.:; e

this specific issue has been a primary focal point of every legislature, evéz."y legislative

commissicn, every citizens committee recommendations’ and every single engineering e

ana plannine sticly thet has been carried out in this State since the early 1950'5. In faéf, o

the State has already invested over this period of time close to $50 million to be.g’!n't_'o-' 5
achieve this goal.

The North Jersey District Water Su'pply Commission in attempting tc.zv, Qarry 6th

the mandate of the Legislature, as directed under the 1962 Water Tfansmisﬁi@n-Fé’ciiiiti?éi
Act, has encountered almost insurmountable obstacles. Yeoman _effofts have been
extended in engineering and fiscal feasibility studies and contract negOtiafi‘bﬁzs;
culminating at one point in agreemént of all partles of interest, but subsequent légal
entanglements and protracted legal court action has further delayed the constructlon of “
this project to the very date of today's hearing.
The State, through the Department of Conservation and Economic lvDev'vel‘O“pme.nti_i Q.f’f»;;[ .
and the Water Policy and Supply Council, has extended every effort through publlc
hearings and negotiations with all parties of interest to attempt to resolve this matter
even though primary jurisdiction does not repose in these agencies. As a x"_esul-t .Qf
these efforts, agreem”ent was again reached to proceed but negated. by some __of the" _ h

parties of interest. In addition, the State through the department, advanced $255,000 t'o:‘:t'

North Jersey District Water Supply Commission to complete the final preliminary
engineering study and economic feasibility report to as accurately as po’ssible dete_rmi}jrejj.._f_vf-‘_"i
the estimated cost of this project and also to determine what those costs would be to the |

individual parties of interest.
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The Supreme Court of the State of New Jersey has-,already ad)udicatedthat the
contractual arrangements were binding on all parties of interest and the”' ma’tter is now
back before the Superior Court on other points of issue. -

" Full public debate ard thorough appraisal of all mattéers of the people's business

is fundamental and basic to our way of government and indeed our direct responsibility

as public officials to the people but premediated willful obstreperism, for whatever the

reason may be, is the greatest disservice of all. As the focal point of the fierce

controversy on the construction of a water transmission systemv‘to the norftneast region

of the State seems to center around costs, the unwarranted unnecessary delay over
the pa st three years has caused the people of this area countless m-il.l:ions“_;of_;rdollars ’
in escalating ‘prices bas'ed‘ on approximately 8% per year increased c~onétructi‘0n costs .
and the extréme soaring interest rates 6n bo’nd financing.

At this point it must be particularly noted that there should be no.'ft_:x‘r't.her» debate
as to the neeo for increased water supply in this area of the State based on‘v the ‘unalterable¢
factrs of meaﬁs'ured consumptive use reo/ords and other impeccable sour’Cesv-"wh’o have fully
studied this matter, including the Commission on Efficiency and Economy in ;State:
Government -who report'ed'in their recent findings and recommendations: "by 1990 New
Jersey's growth and development require 2.3 tirnes the amount of water provided for
homes, industry and public uses." In the first nine months of -19“6‘8' ~ and

this is an interesting fact.. The chart is back here on that side.
Would you bring that chart here. In the first nine mont_hs: of '68 an ..
additional 7 .‘4_b_billic_>n gallons of water have been consumed over the
previous year | in the northeastern rng.on of the State whlch was

on the brlnk of dlsaster and almost ran out of water supply in 1965
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I thlnk we will have to take a mlnute to look at‘thls chart.
This partlcular chart 1nd1cates the severlty of the situation in
consumption from 1965. This is where the consumption on mandatory
conservation measures ran,along the bottom of’thebchart, someWhere
around 250 to 300 million gallons per day. Now if you look at
1967, the brown line, that was the amount of water that was consumed
by the northeastern region of the State during these months as
indicated on the bottom. It ran along roughly around 315 million
gallons per day and it wasbpretty steady across this area (indicating).
Then in the month of June, it jumped all the way up_to 390 million
gallons a day and then dropped off as it went through the rest of
the fall.

In 1968 alone, in spite of the fact that we had the floods
in May which would seem to some to alter the situation, we have
used this added amount of water in here plus this added amount of
-water, the green area, over the year before, amounting to seven
billion gallons more of water in that northeastern region in the last

nine months over last year's consumption.

The C1ty of Newark has vehemently opposed the mandate of the Leg1slature and the  3
program that has been developed thereunder by the North Jersey District Water Supply
Commission for the construction of this transmission system. Their concern, in the mair?;,
appears to be the estimated cost of the delivered water and also a question as to whether
or not their internal water system is capable of distributing waters to other municipalitiers
who are parties of the agreement.

In view of this situation, the City of Newark has proj‘ect_ed an alternate proposal.
The first phase of that proposal covering the construction of Dunkers Pond Reservoir in
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the Pequannock Watcrshed has already been presented to the State Water Policy and
Supply C.ouncil and the Division of Water Policy and Supply for review and evaluation.
A public hearing has been held on the matter and decision on this application will be
forthc.—o}ming‘ in tne near future. .It 1s estimated that the .Dunker‘s Pond Reser\)oit will

produce 4 million gallons per day.

The Hoffman La Roche Plant in Clifton - Nutley uses over
seven million gallons per day in that one plant alone.’

In addition, four additional letters of intent have been
received by the Water Policy and Supply Council covering other
aspects of their ‘program but no ‘detai’led applications have as yet'
been 'sul?initted "to the Council. |

1. 1In the letters of intent the City of Newark has‘indica'te.d their"interest
An recewmg an allocation of an additional 30 million gallons per da?
.at the Bound Brook 1ntake of the Ellzabethtown Water Company to be
transmitted from the Raritan River water system through the Ehzabethtown ,

sWater Company's transmission main to the Newark distribution system.

Newark was adizised that Ain order for the State. to act on this proposal
that a joint application from the EliiaibethtOwn Water"C_ompany and the
City of Newark "should'be submitted with supportive engineering data as
to how they propose to transmit the »w‘ater;requested. vThe app,l_ication _and
d‘etailsr of »this‘ proposal have not as yet been received,by the State.

2. The City of Newark in their second letter of intent requested a‘n.additional
20 million gall'ons per day of Raritan River water but no _details nor formal
app}lication delineating the facts have been.:submitted» as yet to determine

how the water is to be diverted and transmitted to the City of Newark.
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The City of Newark in their third letter of intent requested an additional
allocation of another 30 million gallons_ .per day of the purported unused
State allocation of Delaware River water as reserved to the State under the
1954 U.S. Supreme Court decree which authorized diversion of a- maximum
100 million gallons per day. Seventy-five million gallons of these waters
are already committed under contract from the Delaware-Raritan Canal

to Central Jersey water users and in addition, there is a "seepage factor‘"»
that must be considered which accounts for an additional 15 million
gallons per day in the Delaware-Raritan Canal transmission system. At
best at this time there is only a possible availability of 10 million gallons .
of unallocated water from the Delaware River under this decree.

The fbﬁrth letter of intent requests an additional 50 million gallons per
'day allocatioﬁ from the Delaware River based on Newark's proposed
Susquehanna aqueduct diversion plan. Although New Jersey has requested

300 million gallons per day allocation from the Delaware River Basin

Commission', this matter is still beinij considered by that commission
for a number of reasons:
a. The final detailed ergineering and modus operandi of
providing water supclies for the States involved in the
Delaware River Basin compact has not as yet been
finalized or resolved.
b. The ultimate points of 'di(rersio_n to be selected for-
Delaware River water will: have a ‘mate'r'ial bearing
upon the optimum yield of the river for diversion out
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c. Until these matter are sufficiently resolved, the State's
full utilization of the'requested 300 million. gallons per
day. ¢ann§t be effectively determined at this time. :
A c¢ursory review of thé preliminary engineering study ,O-f the Dunkers Pond pumped
stbrage and Susquehanna Transmission aquéduct proposal of the City of Newark as it
kreiates to time and cost of construction indicates the following:
1. The basic cost of raw water from the Delaware is undef;ermina_ble
at this time in view of the fact that the final plans and .spveciﬁcations
and estimateé of cost of the Tocks Island project are not completed nor
finalized.
2. ,. Before water can be made available from the Tocks_Iéland project,

. the time of completion of the program, provided that all projected

i-

. schedules of land acquisition and construction, etc. are st:ict_ly

o

[§2)

adhered to, is estimated to‘bé‘ 1977 -- and n_iore re}avlisAtically‘1980;.
Escalating construction costs and interest rates wil'l_h_av‘e‘a.
material' bearing upon the water costs from this source of supply.
3‘.'~ rI_".he prvelimi’nary' rjepor"l; furfther ind‘ic‘aters thét it is not possible at
this juncture to accurately estimate the pumping cOsvtsbat tlbnbe

_ projected -_Delawaré River diversion loc_atior} at Hainesport

via the modus operandi of the Yards Creek project'.
4. Inview of the fact that the State Department of Health has
issued an order requiring that the Newark. P‘eqqanpocvk_
‘Reservoir waters be filtered and treated and the preliminary
report provides for only a'test. ,pilqt project,at__this time,‘it
is not possible to estimate the overall :ad_ded cost of total

water filtration and treatment.
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5. The preliminary report does not px;ojecvf how these added
waters from the De‘laware Riyer are to. be further distfibuted
- to potential customers from the Newark Pequannock syStem.
In view of these factors, and the only reason these points are raised is to
illustrate that, at least based on the information available to the State, it is impossible
with reasonable accuracy to project the cost per million gallons for the City of NeWark's

alternate proposal.

It must be made abundantly clear that this dissertation is not meant in any w'ay;
|

to deter the City of Newark from further pursuing this water supply program, specifically

and particularly in view of the fact that this added water supply together with the North
Jersey District Water Supply Commission's diversion and an additional State's
water supply program will all absolutely be necessary to meet the needs and water

requirements of the northeastern region of our State -- even in advance of 1990.

Just one more point, Mr. Chairman, why we make that categofical
firm statement is that in the TAMS Report they underestimated by
almost 50 per cent the water demands in the northeastern part of
the region in 1955. By factual measurement in consumption, not
on hypotheses of engineers and what have you, by factual consumption,
it is abundantly clear on every report that as we use 600 million

gallons per day in the northeastern region of the State, by 1990

we are going to need 1.2 billion gallons per day. The North Jersey
system will deliver 70 million gallons to the northeastern region,
the projected program of Newark will deliver another 80 to 100.
Obvigusly we are going to be short»‘ an additional 400 million. The

State already has had advanced programming working with the Del’awére
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Basin to determine the diversion of the State'’s waters also
into that reglon. o ‘ | | | | | _

What I am saylng spec1f1cally is both of these projects
are necessary,; no questlon about 1t. The point in question.on
need is proven a thousandfold and the point on fiscal costs
is relatively clear on North Jersey, but completely in my judgment
and in the judgment of the Department up in the air on the
projection of Newark.

[The exhibits presented by Commissioner Roe can
be found in the Appendlx to this transcrlpt, Vol. IV ]

' ASSEMBLYMAN RINALDI: Commissioner, do you,have any .'N
further remarks yoﬁ would Like to make before we commence
questioning? ;

MR ROE: I thlnk everYbody would like to shut me up.
ASSEMBLYMAN RINALDI- The reason I say that is this:
Our time is now 25 mlnutes to one. We are go;ng to take a recess
at one o'clock until two o"clock.  Senator Wayne Dumont appeared a
short Whlle ago and has 1nd1cated to this Commlsslon that he would
like to have. an opportunity to testify briefly. Senator Dumont
does have to leave the Chanmber at one o'clock and aecordingly has
asked that we allow him td testify before ene..AIWundefstand
Senator Dumont“s,remarks‘will be brief and, Cpmmiseioner} if you
will allow us to interrupt yoﬁr testimony, -~ we certainly want you te
come back and I am sure that this Commission has many questions
it wants to ask of you - if I may do something I ordinarily do not
like taAdo,uif I,may, I would like to interrupt your testimony
and ask you to sit.tight.,_I am sure we are going to be‘back with
‘many questions, Commissioner;

Now, if I may, I would like to call on Senator Dumont
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for his statement.

MR.»ROE: If I may, the Commissioner is pleased to defer
to the Senior Senator. |

ASSEMBLYMAN RINALDI: Senator, welcome to these hearings.
It is a pleasure to have you with us. I trust you need no
identification, but for the record will you please identify your-

self.

SENATOR WAYNE DUMONT, J R.: Mr. Chairman
and members of the Senate and the Assembly, I appreciate this
opportunity, and I am the Senator from the 15th Legislative
District which comprises the counties of Sussex, Warren and
Hunterdon, and one of your associates and mine is also here today
‘and I know has a statement to make later, but I don't think there
will be any duplication in what we have to say, and that is,
Assemblyman Douglas Gimson, also from the 15th Legislative District.

I appreciate this opportunity to make an oral stétemeht
" to you which I will try to keep short. I think perhaps I ought
to state at the outset that I participated in a great many ofzthe’
studies that were connected with the water supply program'thaf
was developed ué as far as 1958 by the legislation of thét year and
some legisiation before that time.

I was a member of the Commission, which as I recall was
chaired by Senator Mark Anton of Essex County and _which provided
for the study that was made by Tippets, Abbett, McCarthy and
Stratton, who are usually abbreviated as TAMS, and under ‘their report
the recommendation was made, as I recall it, for the referendum
which was defeated, I think, in 1956,if my memory is right, which

would have provided for a reservoir at Chimney Rock in Somerset
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County. That one was overwhelmingly turned down by the people
of the State in the General Election of that year. And in
1957, some of us - and when I say some.of us, I refer specifically
to three legislators, former Senator Donal Fox of Essex County,
the late SenatorvRobert Crane of Union County, and myself - under-
took with the help of a great many distinguished citizens whose
names I can't recall fully at the moment, but I know that>they
performed yoeman service on behalf of the State, from 1957 to
1958, involving approximately 15 months, in a commission of just.
a few legislators and a large number of citizens, to provide for
the legislation of 1958 which came about as the result of a lot
of study and a lot of work.

One of the people who served us extremely well and whom
I regard as one of the most competent and dedicated State
employees»at any time in New Jersey's history was George Shanklin.
He and members of his staff spent a great deal of time working
with us. We had many meetings. We also took many field trips.

We spent a day on the Delaware at Walpack Bend, which at that time

was being considered almost as much as Tock's Island as a possibility

for the dam on.the Delaware. We also went over and spent a day
in Middlesex County meeting with the Board of Freeholders there
and that wés the main reason, that particular day‘s meeting, why
this $2 million was included in Chapter 34 of the Laws of 1958,
providing for the research plan and designing of ways and means
of improving stream floﬁs. As a matter of fact, that $2 million
was put in there with a legislative intention at the time, although
not spelled out, of course, in the particular act, that tha£

money would probably be expended for a reServoir site in the
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Middlesex County area.

We spent time at Round Valléy‘an§ Spruee.Ruﬁ,_alsouat
Stoney Brook which had been propésed, This is.a site ﬁeér Piinceton
which had been proposed by a citizens"commiﬁtee, headed at thét
time by George Smith of Johnson and Johnson, for the.purpose of
reservoir sites. And after considering how much it would cost the
State of New Jersey to acquire the land at Stoney Brook in a
highly-developed,wealthy portion of the State, we decided to
scrap that particular recommendation, follow the recommendation of
the citizens committee headed by George Smith for Round Valley,
and substitute Spruce Run for Stoney Brook.

So this led to the legislation‘of 1958. And I think it
is important that your Commission, Mr. Chairman, - and I commend
you for having sponsored the legislation that led to the
creation of this Commission from both Houses - it is important
that you review the money that may still be available,‘ some of
it, according to Commissioner Roe's testimony is still availableu
from the bond iséue of 1958, before any large program, additional
large program, be engineered by the State Legislature in
respect to providing considerably more money .

We tried, first of all, to provide a bond issqe that
would make sense to the people. Itlinvolved expendituresvnot to
exceed $39,500,000 for Round Valley and Spruce Run andva lO-yearA‘
program of detailed geological and hydrological studies costing
at the most one and a quarter million dollars, $3,000,000 for
continuing to research, plan and design ways and means of improving
stream flowé in the Raritan watershed or in the Millstone watershed

or both, and then the $2,000,000 which I mentioned earlier, and
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$100,000 which Commissioner Roe indicates is ﬁ6£ éﬁdﬁgh money
now, to conduct studies as redommendéd by‘a‘pfomiﬁént hydrologist
from Elizabeth at that time, Homer Sanford, whdléonvinCéd us
on the Commission that he had something that was worthwhile to
propose. So we provided this $100,000 primarily for underground
water'SUrveYS in the area around Grover's Mill, which we also
weﬁt out to visit and Which is southeast of Princeton in Mercer
County because we believed that properly used undergrouﬁd water
reserves could be a tremendous asset in providing for the future

water sﬁpply of the State. -
o Now $100,000 at that time was considered.to be sufficient,
whéther it is today or not, I am not qualified to say. But ten years
ago we thought it was enough money and so did Mr. Sanford who
recommended it.

So this bond issue totalled up to $45,850,000. There

was another important piece of legislation that passed at tha£
time in 1958 which unfortunately despite‘many requests to bbth
the present Chief Executive and his predecessbr in office was never
implemented by either one of them. Chapter 148 of the Laws of
1958 provided for the creation - this was Senator Crane's idea =
of the New Jersey Water Research and Development Commission of
nine members, three to be named by the President of the Senate,
three by the Speaker of the Assembly, and incidentally those were
to be members of their respective Houses, and three to be citizens
at large to be appointed by the Governor of the State. This
particular bill was signed into law by then Governor Meyner on
December 16, 1958, almost ten years ago. It took effect

immediately. To this day, neither Governor, Robert B. Meyner or
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Richard J. Hughes, has ever made any app01ntments to that
Commission. It was also prov1ded w1th an approprlatlon of
$15,000 to get it under way. That money, of course, is still
in the State treasury; It was never used beoause the Commission
was never filled out and, therefore, the Commission could never
organize and get to work.
The appointments were made in early 1959 by the

President of the Senate and shortly thereafter by the Speaker
of the Assembly, but the three appointments to be made by the
Governor have’never to this day been made.

| That Commission, incidentally, wasvalso to name a
Water Advisory Committee - and this is all in Chapter 148 of
the Laws of 1958 - to consist of fifteen members to be drawn‘from
the State at large and to be appointed by resolution’of the h.
previous nine-member Commission, adopted by a majority of the
members of that Commission. The appointees to the Water Adv1sory
Committee were all to be citizens of New Jersey, not members of
the Legislature, and they were to be selected so as to give repre-
sentation to all three portions of the State, north, central and
south, not necessarily in equal proportions, but to have repre—"
sentation from the three sections of New Jersey. Of course,
that Water Advisory Committee was never named because the New
Jersey Water Reserarch and Development Commission was never
completed. o

So here was something that could have been done and

many requests were made - I know that because I made a number of

them personally to both Governors - to flll out the Commlss1on.
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It was never done and as a result of that, this Commission
never got to function and that is why something ih the nature of
what you have created here, Mr. Chairman, by your resolution was
necessary in order to take over some work that could have been
done by that Commission, but could not have been accomplished |
because it wasn't filled out.

Now, aside from that, I think there is one warning
which in a way gets into a problem separate and apart from water
supply but which bears very pertinently on water supply at this
time, and that has to do with the question of a jetport at Solberg
in Hunterdon County. If you stand at the Solberg Airport and you
look to the west, not more than four miles away at the most, you
will see the hills that ring the Round Valley Reservoir. There
are many citizens of this State -~ I could name one very quickly -
Matt Adams, who was the predecessor to Commissioner Roe as héad
of the Departﬁenﬁ of Conservation and Economic Development, to
whom I talked just 1éstﬁnigh£ asa matter of fact,-who indicated
that if a jetport‘is constructed at that site, it will destroy
this water Supply complex for northern and central New Jersey
at Round Valley and Spruce Run. He indicated that if the Delaware
River Basin Commission, for exampie, should approve the 300
million gallons per day on an application now pending beforé it,
to which Commissioner Roe referred, with the 100 million gallons
that the State Qf New Jersey has long been able to take out
of the Delaware and with the water that goes through the Delaware
and Raritan Canal, which might come eventually frpm Tocks Island
by gravity flow or by pumbing from around Frenchtown into Round

Valley out of the Delaware at the time when Tocks Island is
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completed and provides a uniform flow throughout the year on the
Delaware, and if in addition to this water and that which would
come out of the South and North,Branches of the Raritan and all
of the other possibilities that could add up to as much as 800
million gallons per day, all of that could be ruined by the
construction of a jetport that close or even much farther away
to not only Round Valley and Spruce Run, but also the confluence
of the South Branch with the Raritan River.

I would think, therefore, that we must consider: - and
certainly this can only be a personal recommendation and not
just because I happen to represent the area where these reservoirs
are located, but also because they were constructed primarily not
for Hunterdon and Warren and Sussex Counties or Mercer County
and for their use, but primarily to supply water in large measure
to the heavily populated northeastern metropolitan counties of
New Jersey - that this Legislature and any Governor who would
support that could very well be guilty of criminal negligence.
in letting a jetport settle there.

So I simply point out to you the danger that could
happen, not just from the jet fuels alone, but from the heavy
concentration of businesses, of roads and of people, in an
area where presently there ére two reservoirs of wvital importance
to the whole northern and central portions of New Jersey.

I make these observations because I served as Chairman.
of the Commission that worked out the legislation in 1958 and
as one who spent much time on this and have, therefore, a little
knowledge of it, but at the same time I realize we may have to

get more reservoirs in the State. This is one of the reasons we
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provided the extra $2,000,000 as a matter of fact, which doesn't
go as far today as it would have ten years ago by any means,

but might be sufficient to buy one reservoir site at least.

And I think that the Legislature should examine what is still
available under the Bond Issue of 1958 which passed primarily
because of the great and devoted work of an awful lot of

citizens in this State who worked hard to put this Bond Issue .

across and who helped us to develop a program of legislation,
five or six bills, which by the time they passed did not receive
a single negative vote in either House of thé Legislature and
which we believe set up a basic program which can be added to
particularly by implementation in the future, so we can have
a proper water resources development program throughout New Jerséy,
for Northern and Central New Jersey especially and South Jersey | -
where underground water resources are available and can be used
through the timely acquisition of the Wharton Tract years ago,
and consequently that we can have this for our people for the
next century and beyond. Thank you very much for this opportunity
to appear this morning.

ASSEMBLYMAN RINALDI: Senator, may I ask one or two
questions?

SENATOR DUMONT: Yes, sir.

ASSEMBLYMAN RINALDI: Perhaps the other members of the
Commission might like to ask a few questions too.

You have indicated that:there may be still some money
left from the 1958 Bond Issue to be used toward acquisition and
construction of reservoir sites. Now I am sure that you are

familiar with the capital needs study of the Governor's Commission =--




SENATOR DUMONT: I am. . ‘ o ’

ASSEMBLYMAN RINALDI: =-=- which reviewed,rof course, at
length the recommendations made by Commissioner Roe and his
department with respect to the minimal needs as to reservoir
sites and construction of water transmission facilities.’
It was the recommendation of the Governor's Commission»that the
rock-bottom, minimal sum necessary was $90,850,000, which that |
Commission recommended be authorized immediately. Of course, as
you and I are both well aware, no part of the present bond
program which will be on the ballot»before the electorate come
November 5th concerns itself with the problem of reservoir sites
and construction. Do yoﬁ have any comment on this $90 million
figure? Do you think it is a realistic one? Do you think money.
should be spent by the State either out of current revenues or
out of a bond program? I ask you this, sir, because you do bring
to this Committee an excellent background. You have beenvinAthe,'
water problem in your past years as a legislator and we welqome
your views on this particular very sdbsténtial sum of money,
$90 million.

SENATOR DUMONT: It seems to me personally it is on the
high side because until we see Round Valley and Spruce Run put
to use - and as Commissioner Roe has indicated, it is going
to take a while to fill Round Valley; it is not much more than
half full now - but there is a reservoir with a 55 billion gallon
capacity and Spruce Run not far away from it wi;h another 10 billion
gallon capacity. But, of course, the mainkpurppsevof,Spruce Run
was to provide down river flows in the South Branch of the Raritan

so we could pump out of there 70 million gallons a day, except
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during the period of June 15 to September 15;(€8{§é£ Rdund
Valley filled. It can't be kept filled out of the South Branch
of the Raritan without being supplemenféd'by'Déiéwafé*River Qéﬁéf'
besides. : | | S C
But it would seem to me that until we see how £hét;¥
progrAm works out - and after all not a single line ofiﬁipeiiné
has ever been laid from either reservoir and whether thét is.
the right way to do it or you let the water down.the Raritan and
take it out of there, I am not sure - and certainly that is for
people who know a lot more about engineering than I know -- but
at the same time until we see how it works out and until we use
perhaps the money that is still available from the Bond Issue of
1958, I am not convinced we need $90 million.
ASSEMBLYMAN RINALDI : Senator, one of the things thaE
has 5eeﬁ of concern to me as I read the Governor“s‘Commissioﬁ{s"-
recommendation in asking the citizens of the State of New Jéfséy’T
to spend $90 million for reservoir sites and construction of
those sites, ﬁhe average citizen may well ask, ‘well, ten years
ago we voted upon a reservoir program and $50 million approximatély
was spént to construct the Round Valley = Spruce Rﬁn reservoir
complex and today there is only one customer for that complex
and it still has a considerable amount of water to be sold which
ndbody has bought. Of course, many people say if we spent that
kind of money for a reservoir complex back in 1958 and we still
can't get water down to where it is needed because the pipeline
hasn't been built, why should we spend anofher'$90 miilion’for
reservoir acquisitions bécause maybe we will have to wait another

ten years for that water to be used, which comes to the next
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guestion. I wbuld welcqme yourmcomments(on_why the pipeline was
noﬁ}built and Why it was not a part of the 1958 legis;ation,
SENATOR DUMONT: We decided in 1958, after a lot of
conéideration, that the best agency to construct a pipeline
which was the means that was given to us at that,time by the
experts in the water supply field would be the North Jersey District
Water Supply Commission because it was an agency already in
being. As we all know, I think the Legislature hesitates
more and more each year to set up another authority or another
agency when there is already one in existence. So we believed
that with that agency in existence, with the fact that it repre-
sented a number of municipalities combined in Essex and Passaic
Counties, it was the proper agency to build the pipeline, to
develop it. Why this failure has come about - I.don't think
I want to put the blame on any one person in particular“or any
grdup of people. Maybe we are all to blame for it. But the fact
remains there isn't any pipeline and I think your point is very
well taken, that before the people are going to buy another
bond issue, which if it were $90 million would be almost twice as
high as the one they voted on in 1958, they have a right to ask;
Why wasn't something done about getting this water to where it
was supposed to go? Now Spruce Run has been full for several
years and Round Valley today, according to Commissioner Roe, and
I would say that is true when you look at it at the present time,
is ébout half full. Therefore, it would seem to me that any ‘
sizable bond>issue is not going to meet with the approval of the _
voters until we know what is going to be done with Round Valley

and Spruce Run and until something is done with them.




ASSEMBLYMAN RINALﬁiE' Is it your considered opinion that
the pipeline should be built ffdm“thé‘Raritéh.Vélley complex to
the area it was érigiﬁaily’inténdéd to be built to?

'SENATOR DUMONT: Well, I haven't been in on all the
change in thinking‘as to why a pipeline should not be built@ But
certainly that was the understandihg that every single ohe of
us on that>Commission had in 1958 - that this was the way to Qét
water to the metropolitan areas of New'Jersey. We also wrote |
into that legislétion, of course, that the two reservoirs couldﬁ
be used for all kinds of recreation - fishing, swimming, boating.
We also wrote into it what I think is the only sensible formula |
we have in New Jersey for reimbursement for loss of tax ratables,
but it only applies to Union and Clinton Townships in Huntefdon
County Whére the two reservoirs are loéated.

ASSEMBLYMAN RINAIDI: Thank you, Senator. Senator DoWd;
do you have any questions?

SENATOR DOWD: No. Thank you very much.

ASSEMBLYMAN RINALDI: Assemblyman Cobb.

ASSEMBLYMAN COBB: Senator, you made a statement that was
rather shocking to me - I might have read it in the paper, but
I don't recall it - and that is the danger that - I‘ll.use the -
word "proposed" - the proposed jetport at the Solbefg site would
create for these two reservoirs which represent a large investment
of the taxpayers' méney of the State of New Jersey. What does
this danger consist of? You spoke of population'growth'and so
forth in that area.

SENATOR DUMONT: It consists of - and these afé not just

my thoughts on thisvbecause,vas I say, I talked to former Commissioner
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Adams only last night and he has made, I think, pﬁbliéfstatements
on this a number of times-- ‘it consists, in the’ first place, of
the jet fuels that could be eliminated from jet planes when they
take off or land at a jetport which would ‘only be a few miles
at the most away. In fact, the runways might stretch almost to
Round Valley. In addition to that, it would bring out a heavy
concentration of population and nobody in the area which wé repre-
sent is opposed to progress, although we feel and apparently many
others in the State do,except the Port Authority and the major
airlines and the FAA, that the right place to put the jetport
is in the pine barrens or at Maguire or at Lakehurst‘or a combih-
ation of all of them. Now bringing out the heavy concentration
of people, there is bound to be litter because not everybody is
careful about where they dispose of what they have been using, etc.
There are bound to be many more roads constructed and there are
bound to be many businesses created. No one is against job
opportunities, but I think it is a real danger to what is the
only real water supply for North and Central New Jersey today and
in the future, namely, Round Valley and Spruce Run, into which
$40 million of the people's money has been put. It is a real
danger to take any risk whatsoever with those reservoirs and there
is much testimony from knowledgeable people to the effect that
such a danger exists.

You won't get that kind of testimony from the Port
Authority or from the airlines because whatever they have to
say would be biased. naturally. They want a jetport and we know
that is for the convenience of the people. Nobody is opposed to

it being in New Jersey, but many of us are opposed to that
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particular site in New Jersey.

The mainvreasonuwhy I am opposed personally to it
is because of the danger that might exist to this water supply’
system. And I don't think we can afford to take that kind of
a risk.

ASSEMBLYMAN COBB: Thank you.

ASSEMBLYMAN RINALDI: Assemblyman Fekety?

ASSEMBLYMAN FEKETY: Being the only Democratic legislator
here, I will just say, thank you, for testifying.

SENATOR DUMONT: Thank you very much for giving me .
the oppoftﬁnity,

ASSEMBLYMAN RINALDI: Senator, I would also like to
thank you and, in fact, you have raised an area of concern which .
I don't think any of us were aware of. This problem of the
jetport is certainly a very significant one and it is something
to very seriously consider. Thank you very, very much for giving
us the opportunity to hear from you. Thank you, Senator.

- SENATOR DUMONT: Thank you. I appreciate it.

ASSEMBLYMAN RINALDI: It is now one o'clock. Commissioner
Roe, we would like to call you back at two o'clock promptly - :
‘and then we will proceed from there. If I may, I will adjourn
temporarily these hearings until two o'clock, at which time

we will commence promptly with Commissioner Roe for questions.

[Recess for Lunch. ]
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(Afternoon session) ‘ : _ -

ASSEMBLYMAN RINALDI: Could we please call the meeting
to order. Time is moving along and we have a lot Qf_grqund
to cover_today.‘

Commissioner Roe, if we méy, we'll conﬁinue with your
téstimony. Do you have any additional statements you would
care tb make before members of the Commiésion ask questions
of you? | ‘ |

COMMISSIONER ROE: I don't think at this time, Mr.
Chairman.

- ASSEMBLYMAN RINALDI: Commissioner, you have outlined
for us, in excellent fofm and fashion, the activities of your
vDepartment for the last several years and I Want to_thank
you for that. It givés_usvthe necessary historical back-
ground to further appreciate and to put into focus the
 problems that allegedly exist today. I say "allegedly
exist" because this is one of the reasons why this Commission
was formed, to find out, in fact, if there are problems. It
has been alleged that there are many problems.

Yéu may have missed my earlier remarks this morning
to the effect that many different sources indicate that one
of the factors that must be focused upon is additional
planning. And I referred to the Capital Needs Commission
Study, this past spring, which indicates: "There is evidence
that more orderly planning might be achieved if therevwére
a coordinating agency governing all present and future water
sources and their distribution."”

The President of the Public Utilities Commission,



Brendan Byrne, testified this morningrfhaﬁ'£heﬁe'ére‘certain
gaps within the jurisdictioh'bf théjvgfigusudéﬁartmehts and
I believe he seemed toﬂindicate'fhét theréﬁwas‘é‘héed:for
some planning in certain areas. | r |

The Rutgers‘Forum”StudyLOf Novémber; 1967, has
indicated that there is need for additional plannihg;f And,
likewise, the Littlé'Hoovér Commission Study of Novémbér,'
1967, also very pointedly states that "This study of water
management in New Jersey, conducted by the Commission on
Efficiency and Economy in State Government, discloses the
urgent needcof preparation of a statéwide, comprehensive water
plan."” | |

The Regional Planning ASsociation; in théif
deliberations about two years ago, indicated thatvthéy felt
that there was a definite probleﬁ in the area of water
management.

So, Commissioner, based on the conclusions of
these distinguished reports, I ask you again, do you feel
that there is need for additional planning or is that not
a primary consideration?

Let me add one further statement. Do you feel that
"it's a matter of additional plénning or do you feel that
you have done as much planning as you can but that wﬁét%
you need are additional legislative tools?

COMMISSIONER ROE: Well, I think, first of all,
in direct answer to the question,the water law inithe |
State of New Jersey is a veritabie légal nighfﬁare; fb

begin with. I think, secondly, that the different
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departments - let's put it this way, I .think that the.
jurisdiction and responsibility in the main, throughout
the State, in relationship to water resourcesuis.terriblyv
fragmented, with all kinds of different areas of responsibility,
and I think that the history indicates that over the last
15 to 20 years that anytime anybody comes up with a problem
of water they get another committee going or they get
another study going.
| Now it seems to me to_be»axiométic that our Depart-
‘ment; the Department of Conservation, is responsible for the
water supply per se. But I think there's an error in
‘nomenclature. The water resources must in fact embody four
elements. It's got to embody water supply, water quality, -
flood control, and flood flood plain management, all those
four inextricably related. As it is now, a:hodgepodge :of
responsibility has evolved over many, many years of change
of legislation, etc.

Now, query: What is a comprehensive master plan?
Not that I don't think I know, but the Delaware River Basin
Commission is doing just that. The burden of the testimony
we gave this morning was deliberately put together on fact
to bring into clear focus the work that is going on and the
fact thét this will be placed in a single document within
six months time.

That's not going to negate the point that we need
additional planning. Planning has got to be with us

continuously and We've got to continue on, and plan. And
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we specifically requested, in‘duf-capital*bohd‘priority’one,
that funding, namely, $10 million, be made available for
detail engineering design of reservoir sites, and for
additiénal canprehensive planning. |

V'If'a so-called, properly connotated, master plan,
in some people's eyes, had been completed five years ago they
could throwithe plan awayxbecauSe’the TAMS Report, which was
a comprehensive plan, underestimated fifty percent the
population growth and the water needs of the State in 1955,
proving again that it's an upgrading type of thing.

Now I think one thing that I would like to call to
your,attention, Mr. Chairman, is that in the Economy and
Efficiency Report they made the statement that, "In order to -
prepare a New Jersey water plan, the Commission recommends
coordination and redirection of the work of many state agencies
having jﬁrisdiction over fragments of the water program
through the establishment of a water plan 'deVelopmentbo‘aﬂrd;”‘v-=
we ceftainly do not fault that recommendation.- "composed of
five members, including four present department heads and
the creation of a small staff of experts to conduct the
coordination work of the board and to guide the preparation
of the plan. The special staff will compose a new division
of water program and planning placed administratively in
the Department of Community Affairs.” It goes on to say that,
“The Commission estimates that the special program control
staff can prepare the New Jersey State Water Plan as
recommended in three years, using both the facilities and

staff of existing agencies which would not be disturbed
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and with some supplementalvexpert assistance."

Now,lwhen you take into consideration the order
of magnitude inwerk thet is done and completed in New
Jersey's Mastef Plan by tne State of New Jersey, the
Delaware River Baein Commission, the Corps of Engineers
and a host of othet agencies, and when you take into con-
sideration the fact that they seem to think that this kind
of a program can be finalized with a small staff and a small
group of engineers, it's utterly ludicrous.

You know, there's an old saying that goes, "You're
never a hero in your own home town.” And I think it's real
interesting that the good Senator Dumont said today that in
~all his experience in the Legislature and in all his experi-
ence in water supply, his hat was off to George Shanklin,
Director of the Division, as one of the most competent men.
in the country in this field; not in New Jersey alone.. So°
here we have a situation suggesting, and God forbid, that " .
a program be placed off on a shelf on another moldy, typical
type of plan. That is not what water supply is all about.
It is a necessity to use the most highly trained, highly
educated professionals and technical people in the world.

It is not a planning study.

Two otner points. The present Division of Water
Policy in the State of New Jersey, Water Policy and Supply,
is woefully understaffed, woefully understaffed. People
work around the cleck, For five years, since I've been
Commissioner of this Department, we have seyen,unfilled

vacancies for hydrblogical engineer with the grand sum total
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allocated of $8,000 a year to hire them. You can't hire

any technically trained person for that particular amount

of money. And I said to them, "Would you please take away
three of those engineers or four of those positions and give-
us, for God's sake, two or three more quality engineers at ‘a-
reasonable salary so that we can hire them." It is not the
same as a civil engineer or what-have-you. These people are-
as scarce as hen's teeth. |

And one of the reasons we have to go out and hire
consulting engineers is because of the puniary position of
this State in a problem as inordinate and of the magnitude
of thié4one,as I see it.

‘ASSEMBLYMAN RINALDI: Then, Commissioner, if I can’
conclude from what you said, it's not a question of formulating
a plan or a new plan; Yyou have engaged in planning; planning
is an on-going process and it's not a question of forming a -
brand new plan at this point.

COMMISSIONER ROE: Absolutely.

‘ASSEMBLYMAN RINALDI: If I may then refer to another
phrase that's beéome a word of art in this area, it's the

word "coordination," and a lack of coordination or an aid

for additional coordination. And once again I refer to the °
Capital Needs Commission and one of their additional
recommendations was, "We wonder whether the combining of water
resources and water pollution in a single department might

not remove at least one unnecessary coordination requirement
in a situation which is already overly'domplex.“

Commissioner, what is your thinking with respect to




just one very acute phase of coordination, namely, the problem
of water supply and the very definitely related problem of
water pollution? These come under the jurisdiction of two
different departments - water supply in your Depar tment,

water pollution in Dr. Kandle's Department of Health.

COMMISSIONER ROE: I would suggest that the
observations made there are in some semblance of order correct.
There is good coordination between the higher levels of office
within the Commissioners, but I think there's room for a great
deal of improvement in observations and goals and directions
in a coordinated effort between the respective departments
responsible for the over-all management program.

ASSEMBLYMAN RINALDI: Commissioner, do you think that
all pnases of water management, be it supply, pollution,
recreation, - I think there are about eight different phases
of water supply which are referred to, but all the divergent
phases of water management, should they all be put into me
agency or under one roof? Would this solve the problem of
coordination?

COMMISSIONER ROE: Well, outside of water quality

control and the responsibilities of the Public Utility
Commission, the‘bulk of those items you talk about are in
the Department of Conservation and Economic Development.
In fact, the Division of Fish and Game has broader authority,
under present existing laws of the State, unless the one law
passes the Legislature this year, on stream flow quality, nee
fisheries resources, than all of the State laws on health

put together. And we find ourselves many times joining with
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‘fjthe:State Department othealthvand wé”take £ﬁéfiﬁi£iati§é'7’"”"
,,action, legally,'Where'pollutioh:is involved because the_
Fish and.Game.Lawsvof'the State are strenger on pollution.
than thevgeneral'oueréall basis of the Health Laws," v

| HoweVer, all that notwithstanding, it seems to me -

.that the coordlnatlon between water supply, water quallty,

Vregulatlon of water supply, flood control and flood plaln'h E
management, should be under one agency. _ | |

 ASSEMBLYMAN RINALDI: Therefore, you are suggestlng

that the problems of water quality and water pollutlon .

v[should be elther in your Department or it should be comblned

with the department that handles water supply.

' A 'COMMISSIONER ROE: Under one‘agency°

| ASSEMBLYMAN RINALDI: Commissioner,’yeu referred'a‘:
befere;to the nOtion of cost of water and there are twe‘hn
factors that must always be con51dered in the area of

,water management and water supply, namely, the avallablllty

‘of water or supply of water, as such, and the costvof maklng

‘that water available. Could you comment further on this o
relationship, supply vs., cost? | | Ab:

'COMMISSIONER-ROE§ Well, there is an old axiom =
which;goes, “Half of nothing is nothing," and the‘important :
point,here is to recogniZe, in spite.of earlier cemmentsf
7this‘morning, not Bob Roe or George Shanklin, but every

' 151ngle person who has studled every agency, every leglslatlve'l

group, every legislative commission, s;nce 1950, 1952 has

said that we ought to be getting water to the’n-o_rtheast° .

If, in all due respect, the facilities were built'at'thatitime
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then we certainly wouldn't be quarreling about the cost that
we're talking about today.

Now it seems to me to be axiomatic that if we're going
to deliver the water from Round Valley-Spruce Run we've got
to get it there. The State has expended $40 million to |
construct that facility and it seems to me that when we talk
about the cost to get it there, if we had done the job, as
I expressed in my testimony, three years ago and got on with
it, when it's obviously needed, then it would have cost less
at that point. And every day further that it's delayed, it's
- going to cost more again.

So it seems to me that when we'reftalking.ahe@tﬁquantity
Iand costs -~ inthe first place,there is not enough watéf in
the northeast and the query before the house is, whefe can
we get’it from to put it there. That was the purpose of
building Round Valley-Spruce Run, specifically

| Nowlwe don't have any way of getting it there and
we're trying to build a pipeline. So whatever those costs are,
they are going to have to be applied against that program.
However, in the Transmission Act that was passed - I think
that was one of the questions this morning and I think your
question or one of the other gentlemen's question was, Why
‘hasn't it been done? |

Specifically the point in issue is this, that the
law says - the law gave the responsibility and the authority
to the North Jersey District Water Supply Commission, but the
State did not appropriate a sou markee either to get the‘wbrk

started nor put up the full faith and credit of the State in-
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any way whatsoever. They simply made a categorical assign=
ment.

Therefore, in order for North Jersey District Water
Supply Commission to carry out the mission and mandate of
the Legislature, in view of the fact that the Commission does
not own, in fact, the fiscal resources and the physical
resources of the North Jersey District Water Supply Commission,
they are only the agency for the cities participating, they
couldn’t pledge assets for full faith and credit to go out
and bond. So what did they have to do in fact?

They had to go, first of all, and work out a
contractural agreement with 11 communities. In addition to
that, they had to work out an additional set of interlocking
agreements on 5 of the communities for an interrelationship
with the City of Newark = they utilize part of the Newark: .
System. Obviously, that isn’t going to be done in five
minutes,

After they get all done doing that and the contracts
were ratified by ordinances adopited at the local level, which,
in fact, said this, that if the town enters into an égreement
with North Jersey and we approve this by ordinance, local
legislation, then in that instance the fuil faith and credit,
if you like it, of the town or city is placed behind that
contract. -

That's what it took to be able to try to get a
realization to get this line built,

" Now, in addition té that, the total amount of

customers in quantity of dollars, they have 11 customers and
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61 million gallons, rather, of water committed out of an
estimated Seventy; Above énd beyond the- 11 ‘participants
having to pay for their own 61 point plus million gallons,
they're also obliged under this limited law to pick up
the‘other 9 million gallons, besides,. for somebody else's
futuré use. So the cities not only pay for their own but
have to advance the capital on an interim basis for the other
9 million gallons. The State did nothing, provided not one
cent, to achieve thisvgbalv4'an”horrendous situation to

give any commission to try to carry out.

Now in my judgment, the State of New Jersey is
dilatory, dilatory in attempting to solve a problem and
foisting this situation back on the consorting communities
to carry it out, including the Commission. And it seems to
~me that in due course, after you have a chance to‘evaluate
these facts, the Commission here ought to seriously be
considering the obligations of the State of ﬁew Jersey
to pick up at least the capital charge of the 9 million
gallons that are involved.

One more point, if I may. It's interesting to note,
converse - or let's say this, let's expand a bit upon some"
of the comments made this morning.

Under that 1958 Act, which was $45,850,000, an
obligation of the State of New Jersey, I wonder if anybody
has considered as to how that bond issue is being paid off.
Where is the money‘coming from to pay it off? And when one .
looks at the bond amortization schedule and the up-to-date -

accounting, the State of New Jersey has already expended out
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of general=treasury;*general.appropriations éach_year applied,
better than $19 million in interest:andwamortization out of
general treasury. And the gross receipts so far, from the . .
ElizabethtoWn cbntract;‘is $1.8 million.

‘What I'm tfying to get at; in fact, is this, that
the State of New Jersey by not moving to get the line built, .-
above and béjond'thé,need of the water to the.area, is now
amortizing'thaﬁ»fuli bond issue, almost that full bond issue
out of generél révenues‘of_the State of New Jersey, at this
juncture. _ |
- ASSEMBLYMAN RINALDI : ‘Thank you, Commissiaoner.

Then one of the thingsvthat you suggest is perhaps
the State should‘concern itselffWith helping to fund the
vRaritan Valley project.

COMMISSiONER ROE: I think the State is obliged to .
measure up to its responsibilities.

ASSEMBLYMAN RINALDI: Just to take.a different tack
for a minute, Commissioner, we're interested, of course, in
knowing what, if anything; should be done by the Legislature
to help out in this area of water supply and water management.
Are there any areas ofvrecommendation that you could make
with respect to additional legislation and, parenthetically,
I'd like to diréct‘your femarks,'additionally, to the
recommendation that you made before the Capital Needs
Commissions You spoke of a water arbitration board and you.
also spoke of possibly,: I believe it's a water authority
within your department, a water resources development authority

within the State Department of Conservation and Economic
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Development. So, could you expand on that, Commissioner?
What additional legislative tools do you think are ﬁeeded?
And specifically direct your attention to those two bodies
| that you suggested before.

COMMISSIONER ROE: Well I think, initially, Mr.
Chairman, that. converse, if I may, to the comment made
this morning, and I think this is germane, - converse to one
of the comments made this morning and not to deal in debate,
the comment was made that if we have not as yet utilized the
water from Round Valley-Spruce Run, how could we go to our
people in the order of magnitude of the problem and ask them
to consider further action.

ASSEMBLYMAN RINALDI: TI made the comment.

COMMISSIONER ROE: Yes.

The second point, I think, along the line that was
made this morning is, how can we ask for additional_funding,
from the Capital Bond Commission when, in fact, we haven't
again utilized all the water that's available.

But, you know, it's interesting to note, and I try
to get this across, that the total appropriation in the '58
law was §$5 million~in both cétegories to do all of the work
that I expressed to you before. The three bills before the
vLegislature now, the one that we talked about in Middlesex
County for the South River tidal dam, the Manasquan Reservoir
and the Six-Mile Run Reservoir site, the sites alone, the
land acquisition is estimated to cost $12 million. And what
do we have left? We have $2.5 million left in that account.

That is the end of that account. These would be in that
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exhibit I presented to'you.

ASSEMBLYMAN RINALDI: I take it, Commissioner,
excuse me, you're directing your remark now to the statement’
made byASenator Dumont, ==

COMMISSIONER ROE: I believe it wasba statement made
by Senator Dumont.

ASSEMBLYMAN RINALDI: =-- that we should examine it
to see how much more money is left in your till before we go
out and try to get any more. ‘

COMMISSIONER ROE: And rightly so. And there it is.
There's $2.5 million and we need $12 million to buy the
reservoirs, as far as we're concerned.

Now, therefore, what am I leading up to? We said
in our projection, under priority 1, that the State must
establish a water resources land bank where in fact we buy
the reservoir sites in advance, for two reasons. The first
reason, there is no state in the nation, barring none, as
urban as this State nor growing faster than this State, as a
full state. We have 950 people per square mile. We're
using some 30,000 acres of land intensively‘every year in
the northern part of the State, particularly, in rapid
developmént.

In New Jersey truly exists an enormous competition
'fof the use of the land. Reservoir sites are geographicél
structures peculiar unto themselves. And if the Legislature
Vwas to do anything for posterity that would be worthwhile,
it would be to save those reservoir siteé now because they're

irreplaceable. And over the last five years in this
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dillydallying debate, we have lost at least onefthipd of - those
reéervoir sites already. Therefore, we talked about establish-
ing a water resources land bank for reservoir sites and we"
projected, under our priority 1 scheduling, monies for that
purpose and beyond.

We alsobsaid in that testimony that by all means
ituis right and broper that an in-lieu payment and tax
structure be established, not only on reservoir sites - if I
may take a little license here - but also on open space
Green Acres land.

It is fundamentally wrong to burden the members of
the community, the people of the community for a facility to
benefit the whole State where the land is taken off their
tax rolls and the remaining people in the community must make
up that tax loss. I think, in my judgment, that that has to.
be corrected.

The second thing we said was that the State should
program to build the reservoirs in advance of immediate need
.and provide the lead time to have adequate water available
to guide our growth and development.

Now we've demonstrated that it has téken about
seven'years to get Round Valley-Spruce Run put together and
built before it was ready to deliver a drop of water. And
eVen in the diversion line, whether it's decided to be the
North Jersey or the City of Newark's program, it's going to
take anywhere from five to seven years before one drop of
water out of those diversion lines is going to be available.

So we also come back and we say, what do we mean
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to guide our growth and development? When the Hoffman
LaRoche Company, again in the north, was looking for a new -
site for their $100 million complex for the manufacture of
vitamins and pharmaceuticals, we were fighting between - =
our State and North Cafolina and the final decision, what
it hinged ubon, had to do, if a site could be located for
that corporation to keep this facility in New Jersey, - and
it specifically evolved around tﬁe'capability of the water
supply to support that.

It isn't a question of our developing a water supply
to support the industry, but the first question that industry
asks us today, in view of the fact that we're pharmaceuticals,
- chemicals and refineries, heavy water users, what about the
water supply? before they select a place in the State of
New Jersey. So we say that that ought to be considered and
done immediately. |

We also say something else. We suggested that there
ought to be some thought given to provide grants-in-aids
to municipalities or water companies on a fifty-fifty basis
to upgrade and improve their internal water systems.

The point remains that one of the big problems
during 1965 was that it was impossible in many instances to
get the water from one town to another because the inter-
locking water mains were smidgen in size. Many of those
towns haven't done a thing on their internal water systems
for fifty years.

If you recall the conflagration that was based in
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Queens about three years ago, where a whole block went up

in smoke, it wouldn'F matter if wé brought every fire engine
in northern New Jerséy,to that spot if there are only six and
eight and ten inch méins to be able to bring water through:
those cities. ;

How are the§ going to use the air space in Newark

|

and in other areas a;ong the line if the internal municipal
systems are not corrécted and put into proper shape?

—,And then we went ahead and we said a few other
things.'kWé said, injrecognition that total water management
in our State evolves around water quality, water supply,
flood control and flood plain zoning, it is'important to note.
that major water flood supply control studies are’intensivg.
A substantive plan, we said, about delineation, and we saig

one other thing on that, if I can find it. Oh, here. We

said that we must seriously consider the establishment and

implementation of restrictive and .sélective zoning on the
headwaters of our riyers, in effect, prohibiting these basic
water source areas to be utilized by complex manufacturing
process admitting deletérious quantities of organic'or
inorganic waste. In other words, we've got to start con-
sidering that now, as we see it in the State of New Jersey.
We said that the Water Policy and Supply Council of
the State of New Jersey and the Commissioner ought to have
standby statutory power, extended to them by the Legislature,
with the authority to act in any emergent or impending
emergency where water resource problems are involved.

The Governor had to implement an emergency resolution
\
| |
| 17 A



based on World War II statutes in order to be able to bring
order out of chaos in the water crisis of 1965.

Then we said there should be established by
legislation a permanent standing water board of arbitration,
having sufficient éuthority éo that their decisions would
be binding upon the parties of interest in water disputes
without having to burden the courts in long, lengthy
judicial proceedings. In other words, in spite of all of the
negotiations and discussions and hearings, the Water Policy
and Supply Council does not have the unilateral authority to
adjudicate a matter of arbitration under the statute today.
And that was part of the delay in what héppened.basically
in the debate between Newark and North Jersey.

Then we said that there are basically two alterna-
tive methods of financing water resource development capital
improvement programs. One is a general state bond issue,
approved by referendum in which the full faith and credit
of the State would be pledged and the cost of which would
be ultimately amortized by revenues derived from the sale
of water, as is the case in the Round Valley-Spruce Run
Project.

Although this method would, no :doubt, achieve the
lowest bond interest rate, it would also reduce the borrowing
capacity of the State thus possibly afﬁegting the bonding -
capacity for other capital improvements,

In this method of financing usually the bond
amortization period is shortened which results in ‘initially

higher water rates, as is the case of the 28 year bond
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amorti;ation schedule on ;he Round ValleyfsprucelRun System._
| By an act of_fhévpegislatUre, ﬁhis ié the second

method, we could establish a water resoufce development
authority or commission,within the State Department of
Conservation_or anyplace eise ﬁhe Legislature éhbse to put
it, which would have authority to issuerrevenue bonds. These
“bonds wduld be amortized by the revenues derived fromvthe sale
of water and would not reduce the State's general borrowing
capacity. Although the interest may be slightly higher, a
lohger amortization period is usually available unaer this
method of financing which, in effect,‘would result in
initially lower water rates. But it's possible to float
a 40¥year bond issue with a deferred amortization payment
. for the first ten years so that only interest payments’would
be required during the initial phase of the construction
program. |

In view of the fact that construction costs are,
as we said before, increasing yearly at an estimated rate
- of five to seven percent, any slightly higher interest
rate would be more than offset by accelerating the con-
struction programming during the first ten year period.
In order to effectively carry out this type of'program,
however, in our judgment,it would be necessary tovinitially
provide the funding by general revenue bonds for the
acquisition of the reservoir site.

Now there are people who become frightened about
an authority and I agree with someone who made a comment

this morning, philosophically and objectively, that anything
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that privaté enterprise can do should be téSted'first before
government gets in and muddies it up, in my personal, general
opinion. -

On the other hand, when we talk about private
enterprise building the Delaware River Basin Complex, let
them come forth and build it.- maybe hundreds of'millions of
dollars involved. When we talk about building the diversion
line to the north, that a private enterprise will came férth'
and build it, but no one has come forth and no private enter-
prise has that type of fiscal resource to begin with in the
first place. |

'Thefefore, in the order of magnitude, it would seem
to me that the State should be obiiged to build the‘basé
reservoir sources and supplies and they should be obliged to
build the transmissién systems on revenue bond producing
methods, in my humble judgment, which would be amortized
and pay for itself from the users.

 ASSEMBLYMAN RINALDI: Thank you, Commissioner.

I am going to defer to my colleagues for additional
questions. Once again we're running late on time. And if
I may, Commissioner, I see there's another member of the
Legislature here, Assemblyman Gimsdn; I'm sﬁfé’that none
of the prospective witnesses have any objection to
Assemblyman Gimson joining us at the table since this is a
matter not only of concern to us but to the whole LegiSlatUre.
Assemblyman Gimson WOuld you care to join us? |

(Assemblyman Gimson joins members of Commission)

ASSEMBLYMAN RINALDI: Maybe we'll reverse the
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.procedure, Senator, we will leave you till last and start
with Assemblyman Fekety at this point.

ASSEMBLYMAN FEKETY: ' Thank you, Mr. Chairman.

Commissioner Roe, do you feel that the State is ob-
ligated, as far as the reservoir, the supply and the trans-
mission? . How far, with the transmission, would you feel that
the State is ;esponsible or should be responsible for?

COMMISSIONER ROE: In the absence of a private
company, such as some of our big companies, to be able
to carry out a major transmission line, a major transmis-
sidn line, from a region to a regioﬁ, is all I think the
State at best should be required to handle, a major
transmission line such as - in other words, if we can't
resolve it in the case before us then the only alternative
is for the State to build it. .But I think in general
policy the State should be required to build the reservoir
supply, as it did in Round Valley-Spruce Run,and also be
responsible for the major distribution lines from those
reservoir facilities,

| ASSEMBLYMAN FEKETY: These are trunk lines up to a-
point.

COMMISSIONER ROE: Trunk lines, right. No
distribution into communities or anything. Major trunk
lines.

ASSEMBLYMAN FEKETY: So all we do is reduce the
probiem that's going on today, which is the complete trans-
mission line. All we do now is reduce the length of the

transmission. Now we bring it to a region. Now we leave
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it up to that region to transmit that water to the
municipalities involved.

COMMISSIONER ROE: Well, essentially I think the
lines go into respective areas of the State where, short of
the southern part of the State, there are substantive
facilities there already that can'be interlocked, as we did
during the drought. In other words, I think that the region,
without disturbing the entire water structure of the~State;
which would be the final solution you might say, = that
carrying water from region to region would be a propef
function of the State, in my judgment.

ASSEMBLYMAN FEKETY: Well this is fine thinking. = The
only thing is that it's a little bit too late, seeing that
the region in question right now is going to commit them=
selves to bonds.

COMMISSIONER ROE: Right.

ASSEMBLYMAN FEKETY? Now it will be just their luck
that they commit themselves to bonds and then a year later
the State says, well, we'll finance transmission. It
sounds good now but it does them no good a year later
after they've committed themselves.

COMMISSIONER ROE: Well I think the only point
there is that - if I may say this in all due candor and
maybe perhaps a smidgen of humor,is this point that as the
matter now again r eposes before the Superior Court and time
ticks on and none of us, ofvcourse,'can judge what the
Superior Court énd'then perhaps the Supreme Court is going

to say, nor can we ascertain whether the parties of interest
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will go back to the courts again. So someplace along the
line, between the Court's decision - and if that can be
resolved by judicial procedure, fine; if it can't, that
matter has to be resolved some other way. That's the point
I'm trying to make.

Now why the State should - and I don't mean this as
any affrontry, of course, to membe:s of the Legislature, most
of them aren't here at this time, but how we can presume
to feel our job is done because enabling legislation has been
past, which has not been able to be effective as of yet, and
due to the fact that we're responsible in carrying on State
Government eighty-five percent of the bonding and,interest
at this juncture out of general revenues, we have to be
_-distressed, to say nothing of the point of view of the lack
of water in that northeastern region, the quantity of water
itself. That's what distresses us at the department level,
looking for a solution.

ASSEMBLYMAN FEKETY: I gather from earlier testimony
here that some of the private campanies felt that the water
business is a static business and that the demand is not
expanding which is contrary to all you've/testified to here
this morning. I received two conflicting remarks here
this morning. :

COMMISSIONER ROE: Well, regretably, I was not privy
to the early part of that discussion. @ But having been the
official Gunga Din of this State for five years, and again
meaning no affrontry, -I think it's interesting to note that

on recorded facts, not on engineers' projections, on measured
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recorded facts, which are depicted on the consumptive use
in that area, somebody doesn't have the right facts someplace.
Now if we go back to the engineering and take the
hypotheses that developed from the TAMS Report, as testified ~
by the good Senator this morning, up to today and every:
single document, barring none, barring none, -every single
legislative commission, every single Legislature of this
State from that date has come out with the pronouncement,
be on with it, we're desperately short of water in the
northeast, up until 1965. |
Let me tell you what almost happened there. I
don't know whethér you're privy to this yet or not. In
July, between July and August of 1965, when we had to impose
water rationing on that area of the State, we came within
weeks of running out 6f'water literally and figufatively
in a goodly portion of the northeastern part of this Staté.
No question about it; We had to go to the extént; finally,
of pumping 5 billion gallons of water out of Lake Hopatcong
through a million dollar plus line, overland line, funding
provided by the Federal Government in part, to be able to
save the day and that ié what saved us from running out
in December of that year. Had we run out of water, literally
and figuratively, it would have cost the State of New Jersey
tens of millions of dollars a month because the first area
to be shut down,and designated to be shut down, was the
industry in the northeast corner of this State which sSupplies
sixty ‘percent of the economy and jobs of the State of New

Jersey. That was the order of magnitude of the severity
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of that situation.

I look around this room today and there are some
eminent, qualified engineers in this room, nationally, and
there's no one that's going to say that Bob Roe isn't telling
‘the gospel, God's honest truth, backed up in complete support
by the facts in the matter, not hypotheses as to what may
happen.

And then when we reflect again in 1968, and we look
at that increase of 7 billion g#llons more consumed this
year, with no substantive direction to resolve this matter,
we're in trouble, believe me, in the northeastern part of
the State particularly, right now.
| ASSEMBLYMAN FEKETY: Then there is a desire that
this is an attractive industry.

COMMISSIONER ROE: Yes, sir._

ASSEMBLYMAN FEKETY: Now you made a statement that
private industry has not come forward. Now may I pose this
question to you: Have you approached private water companies‘
to come forward to invest in the water business?

COMMISSIONER ROE: Well, let me say this. Private
water companies = well, let's not fudge it.- the Elizabethtown
Water Company came forward at one time and suggested along
the line that they would build a facility to the north, that
they'd consider it, at one of the - I think it was the Capital
Bond hearing - except for the point of view that they're in
no different position, vis-a-vis the point of cost or the
users unless they had the customers to do it. They would

have to go out on their corporate bond issue based on something
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so they would pledge the basis of their existing'system,v
Now if they had to carry a program like that for ten or
twelve years, the only way they could do it would be to gb":
back to the PUC to get an authorization to increase their
rate structure. So, in fact, by their building it, without
having the customers, vis-a-vis part of the problem we're
faced with today, the water customers in their service area,
in our judgment, - the cost to the water customers in their
area would have to go up.

Elizabethtown, I understand, recently has suggested
that perhaps they would undertake a consideration of building:
a distribution line from the Round Valley North Dam into
the Somerset County area - Somerset-Watchung area. The only
danger on that at this juncture is - this is complicated =
we have combined the yield of both those reservoirs to be
released in the South and North Branch and gathered up at
a point of optimum yield where the full amount of the water,
the maximum amount of water is available at Bound Brook.

If they were to take water at this juncture directly‘
from the North Dam, if that were the case, they WOuldlreduce
the effective yield of the Raritan system by close to 70
million gallons a day.

Now we have no objection - please believe me I wouldn't
have any affrontry on Elizabethtown, they're one of the
finest‘cbmpanies in the Country, there's no question, but if
the private campanies can come forward - and we've discussed
it with them - and say, well, all right, we‘'ll take this on,

we in the Depar tment would certainlykhave no objection, just
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to get the line done.

ASSEMBLYMAN FEKETY: Well now it's a case of who
makes the first move.

COMMISSIONER ROE: We've had diséussions with them
but nothing in substance to say that they're ready to
present a proposal to us. ot

ASSEMBLYMAN FEKETY: Well, right now we have Spruce
Run and the only customer we have at Spruce Run is
Elizabethtown. So whereas you have just spoken that if
Elizabethtown had gone on their own the rates would have
gone up to their custamers.

COMMISSIONER ROE: No, if they built a different
‘line.
| ASSEMBLYMAN FEKETY: If they built a different line.

Now, in reverse what we've done is, the State has
build Spruce Run and the private water company, Elizabethtown,
is the only customer.

| COMMISSIONER ROE: Except for this point, - I'm
glad you brought that up because that's important, -
Elizabethtown is preparing to come in for 20 million gallons
additional, right now, and North Jersey District Water
Supply has their application hanging in limbo to the State,
for 90 million gallons until they can resolve the point of
the distribution line.

In other words, we have already had a year and a.
half's dialogue in presentations made by the North Jersey
District Water Supply Commission for the 90 million but they

cannot effectuate their application at this time and finalize
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it ﬁntil they resolve the right to build the line in the first
place. D o o -

So, between Elizabethtown's seventy; pféSehtiy committed
and being uéed, and thev96 miilion toAgé‘North‘Jérsey, seventy
to begin with and ﬁweﬁty in'resérve, is 160 méd, and 20vhore
to go to Elizabethtown shortly. So, in faét, if thesé move;>‘
menté take blace, all but a émidgehvof theiRoﬁnd Vailey~Spruce
Run complex will be committed, 411 of it. | ‘

ASSEMBLYMAN FEKETY: In other words, we're going to
wind up withvfifty percent being diverted to a private Wétef v
company, of the entire reservoir.

| COMMISSIONER ROE: Yes, sir. But the private water
company, if I may, is franchised to service a goodly portibn
of fhe cenﬁral part of ﬁhe State, in fact, cleér on up to
Eljizabeth, the City of Elizabetha'
" ASSEMBLYMAN FEKETY: And I think it ends in
Elizabeth, is that correct?
' COMMISSIONER ROE: Right.

ASSEMBLYMAN FEKETY: That's all for the time'beinggf

ASSEMBLYMAN RINALDI: Assemblyman Gimson}'do you
mind if wé defer to the rest 6f the Commission first andw
then we'li.get back to you.

Assembiyméh Cobb, do you have any questions?

ASSEMBLYMAN COBB: There's a question in my mind.

I undefétood that there Were no pipes connected to Round
Valley and Sﬁruce‘Rﬁn and then i read>of'was toia that there
wés a transmission line. Whaﬁ.is the actual case?

COMMISSIONER ROE: When they say there is a

28 A




transmission line, they mean there's a transmission. line

from the Hamden pumping station to pump the water into the
reservoir. There is no distribution system from Round Valley
Reservoir.

ASSEMBLYMAN COBB: And this is the part that's in
dispute right now, that's in litigation, 6r whatever term
you wish to call it. I believe the City of Newark is the
stuﬁbling block?

COMMISSIONER ROE: Well I would liken it to say
that the City of Newark perhaps is a bit obstreperous
at this point.

ASSEMBLYMAN COBB: Well, you chose the.word,‘I‘ll,u
‘agree with it. I don't like it no'matter what we call it.

I haven't made a study of this, I'm an innocent bystander,

so -to speak, but I presume that when the reservoirs were
built plans had been made as to where the water was going

to go and, as you said, North Jersey District Water Supply
was = I donft know whether it was you or not - was designated
as the proper or a good body of people to handle it because
they'fe in the business and they knew what the water business
was like and then Newark fell out of the charm of this and
decided to build another reservoir which was what, 4 billion
gallons?

COMMISSIONER ROE: Four million, Dunker's Pond.

ASSEMBLYMAN COBB: I couldn't believe that figure,

4 million gallons. |
COMMISSIONER ROE: It's an 11 billion gallon

'reservoir producing 4 million gallons per day.
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ASSEMBLYMAN :COBB: - Per day; that makes better
sense to me.

How are the bonds being amortized now, on- this.

COMMISSIONER ROE: Round Valley-Spruce Run?

ASSEMBLYMAN COBB: Yes.

COMMISSIONER ROE: Out of the general'treasury of
the State of New Jersey. Up to date $19 million plus has
been expended out of general treasury and~thé income against
that expenditure is $1.8 million.

ASSEMBLYMAN COBB: Which is not good.

COMMISSIONER ROE: No. It's costing us - let's
just take this typical year, the 1968 year, it cost the
State on that year's bonded'amortization interest charge
$3,026,000 and we received $843,000 from the Elizabethtown
contract. In fact it's about $2:1 million this‘year alone
that just went to the amortization schedule.

ASSEMBLYMAN COBB: In view of the importanée of
this problem - I suppose I shouldn't ask you ﬁhis question -

because I don't think you're in a position to answer it,

"butbit seems very, very strange to me that the Courts would

not have acted more promptly upon this matter. I think it's
a-matter of emergency and isn't something that should be

just part of a court backlog. I think it's very important '
to the people of the State of New Jersey and your

Department and the Legislature thatvwé get this water working.
It's a tremendous investment, it's costing the taxpayers

a lot of money, and I feel if the courts are going to decide,

which seems to me that this will be the answer, there should-
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be a decision on it.

| COMMISSIONER ROE: Well, if my memory serves me right,
I think it was November, 1967, Ehat,the Superior Court, Judge
" Mountain, ruled on this case. Newark appealed the case to
the Supreme Court. The Supreme Court adjudicated and said
that in their judgement, on the issue of whether or not the . -
contrécté were binding, the Supreme Court upheld that matter.
Now Newark again has gone back to the Superior Court and has
raised additional issues. So it's back in court again; It's
‘been'going thrqugh courts, I'd say,for at least a year and.: .
a half, at this juncture.

ASSEMBLYMAN COBB: And you did say substantially.
 the entire inflow to those two reservoirs is already ’
"committed.

COMMISSIONER ROE: Well it's committed 70 million
gallons exactly by contract at this juncture pending
application of North Jersey for 70 plus 20 reserve, 90 more,
which is 160, and 20 pending from Elizabethtown which would
be 180, just about the full yield.

ASSEMBLYMAN COBB: Supposing the Courts say that
Newark is not responsible to be a party to this, what
position does that leave us in? - |
| . COMMISSIONER ROE: Well, not wishing to beg the
future, if that should be the wisdom of the Court then I'm
sure the North Jersey District Water Supply Commission would
have to devise a new method or, if that weren't possible, to
come back to the Legislature and say, I'm sorry, we

attempted to implement your directive but have been unable
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to do so for these reasons.

ASSEMBLYMAN COBB: Well I was thinking that there
might be a happier answer in. that-you spoke of the commitments
already being so large, which is a nice way to ‘have it, that's
what it's there for, to sell, to be used, that if Newark
stepped out of this that there would be additional requests
that you could comply with from some of the private water
companies that might want to pick up a bit°

COMMISSIONER ROE: To answer your question directiy,
I think in fact, as we expressed, the four communiques. that
we have from the City 6% Newark, outlining some of their ' -
requests from that water supply, and we've asked them for
additiOnal applications, - I'm sure that the City of Newark -
would and plans to effect their formal applications:'for water
from that system too.

ASSEMBLYMAN COBB: That's all.

- ASSEMBLYMAN RINALDI: Senator Dowd?

SENATOR  DOWD: Commissioner, the water that's
offered for sale at Round Valley and other reservoirs, .
Spruce Run, is it? |

COMMISSIONER ROE: Right.

SENATOR DOWD: - is offered for sale to any water
company Whether it be municipal or private. Is that
correct?

'COMMISSIONER ROE: It's offered for sale on the
basis of an allocation. = In other words, a private water
company Or a municipality or a group could caome to the

Water Policy and Supply Council, file an application with =
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that Council and request an allocation of water and then,
in fact, after public hearing, if the Council and everybody
agrees, they would get that allocation. The answer is yes.

SENATOR DOWD: And as to the price between water at
Round Valley or private companies, is there a substantial
difference in the cost to either private companies or to
municipalities?

COMMISSIONER ROE: No. The base raw water charge is
$32.00 per million gallon at Bound Brook, based on what we
referred to as the demand charge rate. In other words, the
demand charge rate has been developed over the total yield
of the reservoir systems and over the bond amortization
period. So everybody would pay the same at that point in
the river, $32.00 per million gallons for the raw water.

That doesn't cover filtration and distribution. They take
care of that themselves.

However, they pay that demand charge rate whether
they use the water or not, whether they use the water or not,
because they .in effect have a priority right, a proprietary:fight
to that water supply once it's allocated to them.

. SENATOR DOWD: And how does that relate to what
they might buy at some other source or from other sources?

COMMISSIONER ROE: In my humble judgment and based
on the facts of the State, as I know them, short of your
own private well supply there is no other public source for
raw water that has as low a charge as that one, barring none.

SENATOR DOWD: You make a distinction between raw

water and some other type of water.
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COMMISSIONER ROE: Raw‘water'meansvthat~is has not
been processed or filtered, nor has it been delivered to the
place where you're taking it, wholesale, in effect.

' SENATOR DOWD: Wholesale.

COMMISSIONER ROE: Yes.

SENATOR DOWD: I understand that some municipalities
and some private water companiés can buy or sell water for
approximately $190 a million gallons, whereas I understand
further that the water cost to a municipality in Essex
County‘would be - somewhere in the neighborhood of $400 a
million gallons.

COMMISSIONER ROE: Well it depends if they're
selling wholesale water or retail water.

SENATOR DOWD: The cost to purchase that.

COMMISSIONER ROE: Well, if they're buying fram -
I dpn't understand exactly.

'SENATOR DOWD: The cost to purchase a million
gallons of water by a municipality or a private water com-
pany would differ to theextent of poSsibly $200 per million
gallons.

| COMMISSIONER ROE: If the system were built, such
as the case of Newark's system, the Pequannock System and
also the Wanaque, North Jersey, = and I'm sure they can
speak more directly to this question than I can - if the
bsystem were built 25 years ago or 30 years ago, it was
:built on dollar value at that point. So, in fact, as they
amortized and set up their amortizing schedule at that

point the cost of the water was lesser and those uniform
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rates have carriedvthrough to this day. If we apply a 1958
construction progfam Qf $40 million and then add 1968
dollars to cbnétruct‘a transmission line from Bound Brook
to the metropolitan‘region - | | |

SENATOR DOWD: You have té absorb present day
costs. | |

COMMISSIONER'ROE: That's right, basic capital
costs. | |

SENATOR DOWD: But there is a substahtial differenée
. between what may have existéd 30 years ago or what may
have’beenrcreéted two years agé.

COMMISSIONER ROE: Of course.

SENATORIDCWD: And as a result thereof there's
a substantial cost, maybe 50 pefcent, resulting from
inflatiohary problemnms or other economic problems, to the
purchase of this water.

| COMMiSSIONER ROE: Part of this could be trué.

SENATOR DOWD: Do you think then that there should‘
be some control over the right to sell watef Whethef it |
be controlled privately or municipally of by the State, so
that there wouldn't be this competitive nature in the total
picture of water conservation and distfibution in this State?

COMMISSIONER ROE: Well I think there is to this |
degree, I think that as far as private water companies are
concernéd they are éontrolled under the Public Uﬁility
Commission. However, where public commissions and pubiic
sﬁppliers are concerned, they have more freedom of movement

based upon thejcapital amortization debt and the cost of
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carrylng thelr sifstema I thlnk one thlng ought to be done,'”
that thlS myth of debate on cost, which is based on
estimates and I thlnk a 11tt1e Ouija Boardlng,_ought to be
stopped, because I think that the towns that are trylng to
make a decision here now are caught rlght in the mlddle not
knowing exactly what to do‘because part of the programmlng
is based on estimated costs. One man estimates it one way,
one man estimates it another, And I think it's a disservice,
besides that. I think that's a disservice to the people
because delay ensues and this is part of the problem we"re
faced with today. N |
SENATOR DOWD: Do you think that this source of
water which was created ten, twenty, thlrty years ago by
various agencies, whether they be public munieipal_agenc1es
or private agencies, and the need as YOu projected here for
waters at Round Valley and those I think ih Manasquan ahd
other areas, - when do you think that they will level off
where there will be a relationship between current. costs
and what has been purchased, as you said, at the dollar for
dellar value back in =-- -
COMMISSIONER ROE: I don't think they ever willo_
Let's just take the case of Newark. As they develop their -
systems further, you know over a period of twenty or thirty
years, they leVel out costs on the basis of when they start
a certain thing. There“s a time,‘of course, when you write
off the amortlzatlon and 1nterest on a prOJect and, in effect,
that s part of the capltal debt is pald Now theoretically'

at that point the rate should drop, if you eliminate the
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bonding, but if theyvhave tobgo on and build additional
facilities it's obvious that thé raté is not going to‘
stay static orvdrop, it's going to go up, i£ has to.

SENATOR DOWD: Have either private companies or
municipal companies continued to keep abreast, as they've
seen it, of the creation of water supply either by reservoirs
or other systemé concurrently With what you héve projected
here?

COMMISSIONER ROE: Well I think that the private
COmpanies and the commissions of the State that are
responsible have the same basic problem in large measﬁre
that is faced now by Nérth Jersey District Water Supply
Commiésion, In order to go to the street, in effect, and
" sell revenue bonds, they have to have cotractural
obligations to backbup those revenue bonds or they must
take their ekisting capital base of existing reservoir
systems and pledge that as part of the seéurity. This is
part of the problem. Now when you start taking --

SENATOR DOWD: Is that being done, to your knowledge?

COMMISSIONER ROE: This is exactly the procedure,
for exaﬁple, that North Jersey is attempting to do. This
is exactly the procedure thét our good friends in the
City of Newark are trying to do.

SENATOR‘DOWD: Keep abreast as you are on the
- State level.

_ COMMISSIONER ROE: Oh, yes.
SENATOR DOWD: And is therevany control by your

department or other state agencies as to the extent to
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which they can go in keéﬁing abfeast'or’éven in advance of
the needs which miéht be in conflict with what has been ”
projected here by'way'of maps and othér éxplénétions°

COMMISSIONER ROE: Very good questibn;

Let me say this, in all due respect to the City:of'
Newark, North Jersey and every other water engineer, privéﬁé
or public; in fhis‘State, the job that these péople'did'on“
the Board of Engineers that was formed in 1965 which saved
thisvStaté from going’dry is extraordinary and they should
all be given a medal. VBut everybody worked together then;
We exchanged waters. We turned on valves, we opened
valves. We put in témporary pumping stations and the full
weight of energy, everybody working together because it was
a common crisis and no one could stand alone. But like sd
many things happen in é fahily, ydu know when things get
going along pretty good then brothers wander along the
line and then they become the oracle of wisdom in the field
to be achieved. And it seems to me, if I may say this in ali'
due humility, that nobody has the right, no one has the
right} in my judgmenﬁ, to put their desires and what meets
their needs best over the top of the other people in this
State whereiﬁ a‘basic commédiﬁy, such as water sﬁpply,
is involved. -

SENATOR DOWD: Well in what sense do you meén

"their needs,"

in what sense do you mean that?
COMMISSIONER ROE: Well, it's not wrong ﬁhat
engineers should disagree on a method of dbing soinething°

It isn't wrong that there should be a dif ference of opihidn}
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as I suggested in my discussions earlier. But I do think
it's wrong to attempt to destroy one project:just to get
your'own_cher one;built when it's abundantly clear, and
for God's sake if it isn't now it never. will be, - it is
abundantly clear thatzboth-ﬁhe North Jerséy System, the
Newark Program that's projected, and an additional State
_ program'which is being worked—on‘now_is going to be essential
to bring the water that's needed into the northeastern part
of the State. - All three of them are needed. So to kill
one, to prove what point, I can't understand, quite frankly. .
Not to do the other and fight the other, brothers scrapping
in the arena, for what purpose?» to achieve what goal, what
end? What is the story here? Maybe that's what ought to
be asked. Why? When both facilities are needed, I don't know
nor does any other engineer on my staff or the Water Policy
Council or anybody else know, |

H SENATOR DOWD: We hope to find that out in the next
two days. |

COMMISSIONER -RbE: I hope so.
SENATOR DOWD: . It‘seems to me that an issue which

is presently being litigated has woven itself through the
entire hearing so‘far, and it's unfortunate because I think
the total picture in Néw Jersey, the total development of
New Jersey is much_more important and I think it transcends
what might be peréonality clashes or technical legal matters.
'But I wonder if, as I indicated, - I'm not so sure you
answered-my question‘- whether you do exercise or the State

or your Agency exercises any control over coalition of
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private companies in privately.attemptingvto~keep=abreast

of the water needs,both as to source, supply and distribution,
in the State. You've indicated that some are-projecting
further developments>and I think you made reference to a
municipally-owned one, but are privaté compaﬁies and can

they, in your opinion, keep abreast of the water needs by

the creation of reservoirs and distributibn lines and the
ultimate distributibn to the consumer?

‘COMMISSIONER ROE: I would say, in the main, that's
true. | » ,

SENATOR‘DOWD: Ybu think that they could.

COMMISSIONER ROE: I think they could and I think
in large=measurefthey do. | ».

‘SENATOR'DOWD: Now agéin the word "coordihation,"-
but what coordination is there between state, municipality
and private industry, that is worked out so that there is
notban overlapping or working'at cross purposes or duplica=-
tion of effort in the total - and I'm only now talking -
I'm not talking about water control, flood control, because
I'm’sufé‘that that would by nature be outside of the realm
of their concern, but I'm talking about the sale and
distribution to‘the‘consumer. What relationship is there
between the State, municipal'and other governmental
agencies and private companies in a total plan where both
are working together? Is there such a coordinated effort
that you know of?

| COMMISSIONER ROE: Well, I think, if I understand

your question, first of all, the exchange of information
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and direction is pretty fluid through our State, yoﬁ'll
pardon the reference, literally and figuratively, in
knowledge. The function of the State Department of Con-
servation, nee the State Water Policy and Supply Council
and Division is legion, streamflow encroachments and all
the things you mention. But in addition to that, the Water
Policy and Supply Council is a quasi judicial body who
1i£erally; allocates, after public hearing and engineering
support, water supplies, both ground water and surface
water, throughout the State to the communities or to
commissions and agencies serving a group of communities

~or to private enterprise. It could be a company such as
Elizabethtown or Middlesex Water or it also could be an
individual manufacturing plant, as is the case in many
instancés, ground water and things of that nature.

So there is a constant vitality going between at.
least our Department and the community in general throughout
the State. However, neither our Department nor the Councii
intrudes in the affairs of the community as they inter-
relate amongst themselves, unless we're called upon to do
so, or arbitrate or work with them.

SENATOR DOWD: Recently I think there was a
problem in Morris County wherein a private industry was. using
ground waters,I think that's subterranean waters?

COMMISSIONER ROE: Pardon me, sir.

SENATOR DOWD: I say recently I think in Morris
County a large industry there was concerned with a source

of water, I think they were using gravel packed wells or
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some other -

COMMISSIONER ROE: Yes, . -

SENATOR DOWD: And at the same time the municipality -
was attempting to create a water utility. Is that resolved
within your jurisdiction?

COMMISSIONER ROE: Yes, they ==

SENATOR DOWD: Now, getting back to my earlier
question, a situation like that, I would assume, would
result from the lack of communication between private
interests; municipal governments who attempt to and some
who do run their own water industries, and private water
companies.,

COMMISSIONER ROE: Or the fierce campetition for
the resource. You know where there's a matter to be
resolved and communications and dialogue and technique,
that's one thing, and I think this perhaps answers a little
more succinctly your other question. It is not at all
unreasonable to believe that in the State of New Jersey
there aren't some fierce battles fought between areas of
interest for the same resource,

SENATOR DOWD: And this happened, the State is being-
a party to that battle too, isn't it?

' COMMISSIONER ROE: Well, we're supposed to be the
arbitrator.

SENATOR DOWD: But you're also'a participaht°

COMMISSIONER ROE: Continuously.

SENATOR DOWD: Is that correct? A participant in

the sense that you also want --=
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COMMISSIONER ROE: That's so.
SENATOR DOWD: And I'm not objecting to it, just
so I understand, that you also are‘in a sense participating
in the creation of water_soﬁrqes.,
COMMISSIONER ROE: We're up to our ears in it every
~hour on the hour. I agree with you.
| SENATOR DOWD: Does there exist any coalition of
private interest in water source and water distributiqn inr
New Jersey that works in conjunction with your Deéartmen;?
COMMISSIONER‘ROE: ’We work in --
" SENATOR DOWD: Or with individual companies.
COMMISSIONER ROE: Mostly with the individuals
but they consult amongst themselves and work together and
sometimes they get into a scrap over an area.
SENATOR DOWD: If you'll bear with me for a moment.
I think part of the eafly testimony indicated, by
I think the.first»witness,_that,there was no problem by
private water campanies -~ and I think he's_using the word

"private" water companies as opposed to municipal companies -
in taking care of the needs during the emergency. Did you
find that to be so?
COMMISSIONER ROE: Well, it depends on what they
mean by private water companies., If they're talking --
SENATOR DOWD: Well I think he used it as opposed
to municipally owned‘water'companies.‘
COMMISSIONER ROE: But if they're talking about the

giant water companies, that's one thing but if they're talking

about --
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SENATOR DOWD: The distinction was made. I'm not
talking about'the'hundfed;or so,small devé10pment type water
companies, I'm talking about the forty, or so, large companies
that we recognize, without naming them.

COMMISSIONER ROE: If the State of New Jersey had
not entered into the emergency program and gotten the best
engineering brains in this»State together, including the
private and public water companies, and established a board
to run the northeastern water system, we would have run out
of water in both companies. It was essential. All systems
were blended together during that period;

SENATOR DOWD: _Well‘I may digress back and forth
here but just from notes I've made, I'm curious to know,
we went into pollution and I think to a degree sanitary’
seWage disposition, which is necessary in my opinion and
an elemen£ of concern in water.

Are there various»standards or do the standards
differ for the discharge by industry into certain streams
abutting or in the proximity of the industries? Are there
various zones or a difference in standards where the
discharge may be different inAzone A as opposed to zone B,
etc., speaking broadly in terms of industrial development,
regionally or otherwise. What are your thoughts on that?

COMMISSIONER ROE: Under the Federal law, in June
of last year it was mandatory that all the states in the
nation, by Federal law, administered by the Department of
‘the Interior, develbp what they call Unifofm Stream Flow

Classifications, and in those Uniform Stream Flow
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Classifications they had one year to perfect that on a
nationwide basis, under Secretary Udall. And this was a
combined effort between the health departments, primarily,
in respective states and we, of course, got into it because
of our area interest in fish and game and water supply.
And out of that evolved basic criteria, and I'm glad you asked
the question. They call those criteria and the standards
FwW-1, Fw-2, FW-3.

Fw-1 is pristine water never touched by human hands.

FWQZ is potable water supply good for recreation
and fiéhing and that sort of thing.

Fw-3 is not a potable water sﬁpply but it can . be
‘utilized for stream flow augmentation and for recreation
and fish life. |

We know in the particular field and expertise we're .
involved in that Fw=2 standards.that’have been;establishedt
for potable water supply can be completely deleterious to
fish life.

- Now, quite frankly and objectively, the first

thrust of water quality management, federalwise, in the
standards that are being developed by the states, is
based on what they refer to as the oxygen demand, primarily,
of the water-from pollution. We say, categorically, and the‘
purpose of our stream monitoring program we mentioned during
‘our testimony, we're going»much,fufther than that. We're
going ahead and literally quantitatively measuring 12
different basic elements within the water supply;because we're

concerned, and rightfully so, in implementing the private
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diversion act, over the “cumulative chemical wastes which =
can be different and is different than just oxyéen‘demend'“
of the stream from pbllﬁtion, putrification and that sort
ofvthing.

For example, up‘in the northeastern part of the
State at Hackettstown Hatchery - I'm sure Doug will remember
thiS‘_»invl965,there was a firm there that had manufactured
tools, and case-hardened tools, used a half barrel’of cyanide
mixture every day. They had been doing it fer 20 years. So
one day therellow'aumped.it on the'ground in the same area
he did it befbre’but-itthappened toerain that one day
durlng the drought and 1t was one of those quick flashes,
it plcked up that materlal and brought it a: short dlstance
into the hatchery and we lost one-third of the fish in
the hatchery ih one shot because of that cyanide mixture.
No amount of exygeh demand would have resolved ‘that problem
alone. |

And in the camplexities of New Jersey's industrial
wastes is their cumulative chemical wastes that we're
concerned with. ‘And thet's why we're on the advance program °
~ in the research and”wcrkland monitoring that's going on, and
also to implement.theIState laws on that. |

SENATOR DOWD: Are there various streams or various
regions that you have defined as to =--

COMMISSIONER ROE: Yes. The whole state has been
classified by streams and estuarine areas and rivers and
tributaries under the F-1, F=2 -=

SENATOR DOWD: Under the Federal Act, right?
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COMMISSIONER ROE: Right.

SENATOR DOWD: I thihﬁ'yéﬁ‘haVe answered most of
my questions. Thank you Very'much;b>

. COMMISSIONER ROE: Thank you.

ASSEMBLYMAN RINALDI:"Thank‘you, Senator.

Assemblymaanimson, would you care to ask a queétion?

ASSEMBLYMAN GIMSON: 1I've haa'some ekperience with
Commissidner Roe before at’hearings and I would like to ask
Cif maybe he could answer a couple of these questions without
making a speech.

| COMMISSIONER ROE: I can't. It's impossible;

ASSEMBLYMAN GIMSON: Possibly becéuée of repetition
énd using the numbers so often, you keep referring to 190.-
million gallons of safe yield out of the Spruce Run-Round Valley
and yet the reports that I've studied in the last few weeks
from your office show a safe yield of 140 mgd and I wonder:
which one of these figures - maybe Géorge Shanklin could -
tell us - is nearer true.

COMMISSIONER ROE: Well I know what he's going to say
if I can encroach upon my good Chief Engineer's‘time, The
debate between the 190 and the 140 or 160 realiy is a debate
that I don't think is germane for this reason.v The 1965
drought of record has never océurred, never occufred and been
recorded, so that all the Water engineering and watér_yield
and so forth were based on previous records that have been
recorded. | |

If you‘plug in the order of magnitude of that

“drought againSt the water yield of the system, we materially
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reduce the water yield throughout the entlre state by
probably thlrty to forty percent. No one has ascertalned,
as yet, including the United States Corps of Englneers,
the Delaware Basin, ourselves, anybody else, exactly whether
that drought was a ten year drought, a hundred year_drought,
a thousand year drought. When will it'happen again. So
within the englneerlng c1rcle, having not been resolved, is
the p01nt of how those figures should be plugged into the
over-all yield of our rivers and streams°

So as far as we're concerned, the reservoir yields
190 to 200 mgd. |

ASSEMBLYMAN GIMSON: And the 160 is probably a safe
yield. |

COMMISSIONER ROE: I'd say it's 190. I'm‘not one to
accept a thousand yearvdraught to be the criteria to base the
engineering on; -

| ASSEMBLYMAN GIMSON: You feel that you will be able

to sell 190.

COMMISSIONER ROE: Yes, sir.

_ASSEMBLYMAN‘GIMSON: Now you said that you're now
selling 70 to Elizabethtown. You're letting»it out down
the South Branch. |

COMMISSIONER ROE: Right. v

ASSEMBLYMAN GIMSON: And there's a loss of approx-
imately .9. Their pickup is what, 612 | N

COMMISSIONER ROE: Well, we have to maintain hy‘law
a minimum of 90 mgd flow at Bound Brook»gauging station”forb

stream flow quality and then our people release by
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notification f;om“Elizapethtown the'quantity they need.

Now it happené to be that sémetimes - weli, this ié going

to get complicated - on some days they may take considérably
-more thénb70, and other days they don't take any. Itfs the
average yield that they take. |

ASSEMBLYMAN GIMSON: The average yield is.somewhere
around 62,though, that they take.

COMMISSIONER ROE: Well I don't know that to be =-

ASSEMBLYMAN GIMSON: Well you said that the loss
‘because of a lack of --

COMMISSIONER ROE: They could only be taking 40, but
they're paying for 70.

ASSEMBLYMAN GIMSON: They're paying for 70 but you
stated earlier that becausé of the lack of a capital,
facility to transmit the water they're being charged for
70 and only getting around 62.

COMMISSIONER ROE: No, you're mixing apples, if I
may. I said this, as far as Elizabethtown is concerned,
if they're going to draw 70 mgd as a mean average draw from
the river, they draw it. In fact they probably on some days
at peak times during the day will draw a lot more than that.
We have no problem in providing Elizabethtown 70 mgd
average yield at any time, simply because they're drawing
directly from Bound Brook at Bound Brook. »If, however, -
the point I did say - if they were to build, as one idea
had been projected, a separate pipelinevfrom the North Dam
of Round Valley into the Somerset County aréa, then they

would reduce the yield of the Round Valley-Spruce Run
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Reservoir Complex, at optimum yiéld at Bduhd Bfoék,fabdﬁ£‘ 5'
60 million gallons a‘d‘ayo " |

ASSEMBLYMAN GIMSON: That's not the areé you were .
testifying that I was talking about. |

Let's go into the area of money'thaﬁ you stated
the State is now carrying the bonds. What was the income fram
Elizabethtown ‘last year, actual income?

COMMISSIONER ROE: The income from Elizabethtown
last year was $843,000. It was $556,000 the year before
and $417,000 the year before, or a total of $1.8 over
three years. ‘

ASSEMBLYMAN GIMSON: An average of about six hundred?

COMMISSIONER ROE: Right, sir.

ASSEMBLYMAN GIMSON: And the debt service on thé
bonds curréntly is $2 mi;lion?

COMMISSIONER ROE: The debt service? You mean in
principal? ©Oh, I'm sorry, I beg your pardon, I haven't gdt
that book. The total combined interest and debt service
‘as of this year, because it's a sliding scale,'is $3,314,500,

ASSEMBLYMAN GIMSON: And you're selling about half
the yield of the water now?

COMMISSIONER ROE: No. We're selling 70 mgd, and .-
we can sell between 190 and 200.

ASSEMBLYMAN GIMSON: That's if you can let the .
water out Qf Round Valley.

COMMISSIONER ROE: In due course.

ASSEMBLYMAN GIMSON: But right now would you say that

the Elizabethtown payments to the State are on schedule?
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COMMISSIONER ROE: Yes.

ASSEMBLYMAN GIMSON: And without the efforts of your
office to construct énd allow for the use of Round Valley
water, it will not go any higher? |

COMMISSIONER ROE: Oh, wait a minute now. I just
don't understand the good gentleman's question. What do
you mean, our efforts?

ASSEMBLYMAN GIMSON: Well, you have a holevin the
ground with a lot of water in it, isn't that right?
| COMMISSIONER ROE: Yes.

ASSEMBLYMAN GIMSON: You have no way of getting that
water out of there so you have no future prospeéﬁs of selling
that water, do you? |

COMMISSIONER ROE: Well, if I may, in all due kindness,
when we talk generically then I have to talk factually. The
Round Valley Reservoir per se has been constructed precisely,
16ck stock and barrel, nut and gasket, as the Legislature |
directed, without any method of getting the water out of the
Reservoir --

ASSEMBLYMAN GIMSON: As the original plan..

COMMISSIONER ROE: As the original project. Now ==

ASSEMBLYMAN GIMSON: What about your plans to --

~ COMMISSIONER ROE: =-- we, in turn, have came back
to the Legislature and, on the basis of achieving an o?timum
yield out of that river basin, said that part of the works
have to be modified, and in order to achieve that, this is
what we have to do. And then the good Legislature came

back and said, well, go ahead and make an economic feasibility
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study, engineering feasibility, aﬁHZCSééﬁgééETES%ﬁgyénd let
us know, which we did at the laSt;bﬁd§2£iﬁé;£§ﬁéﬁgﬁ& we put
an appropriation in. And now we'ha6é £héffiﬁal1§1éns and
specifications being engineered and reédy to go Sut to bid -
when? George, | | |

MR. SHANKLIN: The drawings will be in aboﬁt six
mbnths from now.

ASSEMBLYMAN GIMSON: And now these plans are to let
the water out where, Commissioner? ’

COMMISSIONER ROE: Well, we'll have‘the capability,
Doug, to do two things, one is to still implement the use
of the'Norﬁh Dam as projected, and for a reason, by the.wéy;”
and in addition to that to be able to leas® that watér out |
£5 Ssgth‘érahch-Rockaway Creek.

h .ASSEMBLYMAN GIMSON: Now when you let the water‘du£‘
of the Rockaway it will go back down to South Branch-Raritan?

MR. SHANKLIN: North Branch. | |

ASSEMBLYMAN GIMSON: And will be picked up where,
by whom?

COMMISSIONER ROE: It will go ' past the coﬁfluence
right on down and go to the point of optimum yield at |
Bound Brook. However, if anybody wishes to dfaw off above
that point for diversion they can do so.

ASSEMBLYMAN GIMSON: All right. Now, you have
applications in totaling slightly mdré than 180 mgd.

COMMISSIONER ROE: We have applications_pending,
right. | B '

ASSEMBLYMAN GIMSON: If you approve these applications
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and for all intents and purposes I'd say you've now sold
the capabilities of the reservoir and there may be a little
left, according to whose figures you use. What water will
be available for the Central Jersey Areas of Hunterdon and
Somerset?

COMMISSIONER ROE: Well, we have projected the
construction in our priority 1 capital project for the
building of the confluence reservoir which will produce
roughly 50 mgd moré, and also the design of Round Valley is
such, as originally designed and can be augmented to
handle Delaware water in due course.

ASSEMBLYMAN GIMSON: With the. construction of
another pipeline.

There was legislation passed, Commissioner, in
fact about the time that the reservoirs were under
construction, that actually gave all the waters from the
watershed and its tributaries and everything else to the
State of New Jersey. And in that legislation there was
what has been called a mandate to construct a transmission
line to provide water to Northeast New Jersey. Do you feel
that this mandate is actually a legal one?

COMMISSIONER ROE: You mean by the Legislature?
The only one that would give a mandate would be the
Legislature.

ASSEMBLYMAN GIMSON: Well they say a mandate from
£he Legislature to build this transmission line, referred
to in testimony previously.

COMMISSIONER ROE: In my judgment, when the
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Legislature speaks it's a ‘mifidate. When they create public -
~policy it's a mandate, it's the direction that they go in -
until some other Legislature changes it or it's carried out. '

ASSEMBLYMAN GIMSON: You can't build a pipeline -
without money, though.

COMMISSIONER ROE: Well I mentioned that point
that regretably with the mandate there wasn't any fiscal
resources applied.

ASSEMBLYMAN GIMSON: But I keep hearing this mandate
for a pipeline and when there's no money I wonder how you-
achieve such a mandate.

COMMISSIONER ROE: Well maybe perhaps my use of
words may be different but I kind of look at the
Legislature as being the major body of this State which
speaks. If in fact the Legislature said to North Jersey,
be on with it and build the line, and provided the law,

I would expect that the Legislature expected it to be
carried out.

ASSEMBLYMAN GIMSON: Do you feel that if the
decision is to go forth with the building of a pipeline
that might cost, what $100 million or $200 million?

COMMISSIONER ROE: No, North Jersey, what is
your figure?

MR. SHANKLIN: $67 million.

ASSEMBLYMAN GIMSON: $67 million, giving us a
total of the Round Valley cost in the pipeline of $100
million. Would you think that we should go into

another referendum for this money?
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COMMISSIONER ROE: ‘Well, “in my categorical judgment
from this point of view, if we cannot resolve the matter
amicably or with the Courts speaking on the matter, then
I think the State Govefnment is absolutely obliged to move
ahead with it without further delay.

ASSEMBLYMAN. GIMSON: And do you have an estimate then,
with that additional cost added to the reservoir cost, of
the value or the cost of raw water at the point of terminus
of the pipeline?

COMMISSIONER ROE: Well you wouldn't do it that way,
Doug. The raw water at Bound Brook would be $32.00 per mgd . -
at Bound Brook. The estimated cost by taking the figures
that are available of the feasibility study made by North
Jersey District Water Supply, by Gilbert and Associates,
pegs the price at 5 percent interest at $251 per mg at that
terminus point.

ASSEMBLYMAN GIMSON: And that's still raw water, right?

COMMISSIONER ROE: No, that's process treated,
filtered water.

ASSEMBLYMAN GIMSON: That's all the way.

COMMISSIONER ROE: Yes,

ASSEMBLYMAN GIMSON: Everything except final delivery.

COMMISSIONER ROE: That's right.

ASSEMBLYMAN GIMSON: I think the only thing I can
figure{is that you've left no water for us.

COMMISSIONER ROE: There's plenty of water, ==

ASSEMBLYMAN GIMSON: We have all the reservoirs but

no water.
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COMMISSIONER ROE: If you come and get it.

ASSEMBLYMAN RINALDI: Thank you, Assemblyman Gimson,

If we have no further questions directed to the
Commissioner, I'd like to thank the Commissioner, for your
testimony, for your time, and we hope that what you've said
will prove helpful to the Commission in it's deliberations.

Thank you, Commissioner.

COMMISSIONER ROE: Thank you very much.

ASSEMBLYMAN RINALDI: 1I'd like to state that we are
running late. We invariably fix too large an agenda for
the day but I suppose that's\as it should be.

At this time I'm going to somewhat reverse the
fiéld and go from State Government right down to the
municipal level before we go back up to a semi-public agency.

I would like to call on the Mayor of a municipality
which is directly involved in the northeastern: area, Mayor
Walter Davis of Bloomfield. Mayor Davis represents a
community which is one of the Raritan Valley participants,
represents a community in Essex>County which is directly
affected by this problem of Northeastern Water Supply, and
represents a community which was very much involved in this

very serious crisis of 1965, Mayor Davis of Bloomfield.

WALTER DAV IS: Thank you, Mr. Chairman.
ASSEMBLYMAN RINALDI: Do you ha?e a statement, Mayor?
MAYOR DAVIS: Yes, I do. I would like with your
permission and the indulgence of the Commission to have the
opportunity to read it and then I will make some short remafks and
if you would like, I will make myself available for any
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questions that might be directed to mes

I would like at this time to introduce Mr. Friedman
who is the Town of Bloomfield's Engineer. ’

The drought of the early 60's proved unequivocally
that the water resources that service the northeastern communities
of New Jersey were inadequate; that additional planning and
supplies were needed to gquench the thirst of this burdening
metropolitan area. Consumers who had taken for granted a
commodity universal in use were now taking emergency measures
to assure thevdelivery of this priceless liquid so necessary
for health, industry and fire protection. Many additional
wells Were drilled and developed, dams-and reservoirs con-
structed and pipelines laid.

On November 4, 1958, the New Jersey Water Supply Law
and its companion Water Bond Act was overwhelmingly approved
by referendum vote. The purpose of which was to insure
through long-range planning the availability of adequate
future supplies in all parts of the State; to insure the
protection and orderly development of statewide ground water
resources and to provide as authorized the new water
required to meet the critical demands of the northern
metropolitan area by the design, construction and operation
of-storagevfacilities to augment the natural resources of

the South Branch Raritan Basin.
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The 45-2/4 million dollar bond issue was anthorized when i
assur~d by the Commissioner of Conservation and Lconomic lievelopment o

1

that a net income could be derived from the sale of water by the con-
struction of the necessary reservoirs to serve.the imredinte and (tvro
demonds of the northeastern metropolitan and Raritan Valley ar.as,

The emervency needs for water in the northern comaunitics wrore
- solved in part with the end of the drought and byanCESSity vith e
concstruction of additional fécilities,‘rationing, laakase stulies ol
improved metering., Studies show that in established mopuloted citiog
end cities whose population migrated westward, the water cricis wos
nearly at end. <Sfhould a drought occur again, it's possible thess
seme communities would be faced with the seme dilemma. 1f owe
examines data on the normal passage of water in and out cach city,
the industrial city remains stable and only in cities and comrunities
with high population growth rates has the water consumption per
capita increased disproportionately, mainly because_of lawn sprinkling
aﬁd air conditioning.

ieanwhile, the costs for the proposed pipeline, filtratidh”syhtem,
raw water and appurtenant work subscribed to by the eleven muﬁiciwalitins
in the North Jersey Water District has increased frcm 5165 to $°.15.
per million gallons,. |

In the Town of Bloomfield's particular situation, subscribing for
six (6) M.C.D. at a daily cost of $1470. actually amounts tc <735, nor
}.G. for the two (2) M.3,D. that wiil he used now, this is exclusive
of distribution costs. Our present water utility budget woul.d ‘touble,

indicating a need to double our existing water rate to the consumer.

Economically and justifiably this is not feasible since the consumer
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will be paying for water, a commodity, that will DLe delivered and
consumed in the year 2000, the benefit beiny derived by the consuner
in the 21st century.,
Good Planning - Yes, but in equity and investment - lo!
There are many solutions to this problem we face - alternate
routes; several pipelines constructed at different times; the

possibility of community development along the proposed line; new

sources; Federal or State financing and grants. ‘'bat shall it be?

One proposal which could have been included in the 1958 "Jater
Act was unified action by various groups interested and desirous of
solving the State's wafer problems,

An examnle is the progressive leadership organized in California
known as the Feather iver Project Association, which brought together
men representing many diverse water interests and by round-table
discussion of their problems made possible a cooperative procoram with
statewide support for the development of the water of‘Califofnia
in the best interests of all the people of the State. The approval
by the people of California of a 1,75 billion dollar bond issue pro-
vided the means to develop the waters of the Feather River Project
and to transpcrt such water from the areas of surplus to the areas
of need. The ultimate success of this program is not in the con-
struction of project facilities but in the deli;ery of the water,

As demands for water draw drasticélly upon present sources of
supply, conflict between Federal, State and Municipal or private
control has intensified. This problem is national in'scope. The

most frequent criticism of State administration agencies may tend to
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. - . . ) .- « '{‘ "'.-' -
be summary an: even arbitrary in their determiration of applicetion

for permits to nroduce water. Mne anproach to end this irpasse way \

‘e the Model Water Use Act which ircornonrates the oot Featurese of

many stafe systéms.i It provides for a State Towrdiscior,  Tre aim

is to provide comprehcnsivevand paranount control over all tho water
resources of the state. Ahove all; no\safﬁn?aciory svstor Wil oeor

in th9 abseﬁce of an efficient sveten of Ateieictration, - e

In conclusion what is important to conéider is the ultimate user, .
the consumer and equitable rates that must be applied to pay for this
project. Since the projeét costs are out of prqportion for a.roason-
able and justifiable rate étructure, othervsources of revenue nust be
found. | |

1. The State would conscientiously consider the {inancial
assistance of this pipeline in the form of defcrred princinal »ayments
;nd low interestbnotes. - | , _‘ *

2., The active participation of the Federal Government, ﬁptice-
ably absent until now, to guarantee the bonds of the municipality or
North Jersey Diétrict tJater Supplv Commission.

3. And finally, a State grant for planning and develoPmeﬁt of
this worthwhile water line. _

Gentlemen, I think that you can see that £he grave concern
of the municipalities - and while I am_not émpowered t§ spéak for
>the municipalities i think that to a great extent I mirror their
concern; and this is conveyed to me as a reéult}of contiﬁuing |
communiéation-that we have had in this regard‘- their concern
is two-fold, one thé adequate supply of water éﬁd, two, the

prohibitive cost.
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I would just like to say that with the present
figures thét'we Have éQailableAin Biéomfiéid, to defray
the capital-coﬁéﬁrﬁctiéﬁ, aS'wéil as pay for the Watef,
it would»cbst ﬁs ih tﬁe viciﬁit?”of'$583 per million gailons.
We are cﬁrrentiy payiﬁg ébproxiﬁately $186 per‘million
gailoné; So you can justify"the‘ébncernrof the municipality.
Andxagéin I éay that other communities are in the same boat.

We are constantly concerned about the gvaiiable" |
'supply.'vWéfwere to a great degree, let's say, Subjugated'
to the samé drought éonditiéns as all the other cémmunities;
andehile we tried to receive additional aid, it was not
always fbfthcoming. It is not eaSy to get a cbmmuﬁity who
has an aVéilable source of water, such as an undergroundu-
éupply, to’adtoﬁatiCally, upon your request, divert that
watéf to YCur use. We must havé somé permahent source;

I think what we are all concerned with is the fact =
that many yeafs have gone by since we entered into this
contract andvduring‘this time the costs have escaiated
far beyond what was originally anticipated.

I think also that Newark's action in divorcing
itself, or attempting to divorce itself, from the cohtract:
will be taken into consideration by the othér.municipaiitiés
because of the impact of the cost upoﬁ them. They are only
waiting to see the outcome of Newark's suit. And, of course,
this gives us grave concern for the eventual éonstruction
of this which all of us recognize is so necessary. We're
all impaled upon the‘horhs of the same diiémma, needs vs;

cost, and we're asking you people to help us solve this.
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,I_doh't Fhink-that theré has beénKSuffiéient
attempts made tobenlist federal aid. i sééfali d§ér
reflections ofvvast’amoﬁnté of federai monies ébiné toﬂothér
states. I would like to point out égaih that New Jersey is
the most highly ﬁrbéniZedksﬁate in the’Uniqn'and‘yet we receive
the lowest amount of federal money. And with'the probléms
of urbanizatibn, I'm sure that‘we quite agrée'thaﬁiwatéf'
is one ofwthem, And in this regard I do think £hat we require
greater'considerétion andvcertainly more money from the
federalvgovernment.

' The implications that Commissioner Roe tefefred to
before in ha&ing the industries turned off as the first
measure in taking drastic steps for the conserVationﬁdf watef
- would have vast implicaﬁions not only upon thejsﬁatevof New.
Jersey butbupbn the country as a whole. And with all of these
vast implications I do think that the_federal goverﬁment
should be made more cognizant of tbeir responsibility as far
as the State of New Jersey is concerned. |

I also think and hope that the Legislatﬁre will
undoubtedly provide some means of helping us with.the'
present contracﬁed obligation, whereby we are obligated tb
pay for water that, £here's an excellentvpossibility,‘we may
never use. |

It would appear that we were very generous, Bloomfield
and the other participating municipalities in our original
request for water and for the amounts that we cbntracted
fbr, realizing that we were contracﬁing'for a long period of

time and now we are forced to pay for this genefous request
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that we have obligated oufselﬁee f&i:"
I am hoplng that the Leglslature w1ll take thls

1nto con51derat10n ‘when 1t is flnally drawn up.,

| ‘Above all, we are saying simultaneously thatiwe
recognize the immediate need for the eonatruetiontbtgthis
-vvand we urge you to do what you can to al;eviate’the}cqst‘and
we are also urging that you do what you can to get this pipe-
line constructed.

It would seem to me that Commlss1oner Roe, aé;a.:

- department, has thoroughly analyzed the water resources of

the State but to me this is merely the conceptlon.ﬁ We are.
not even into the period of gestatlon, as I see lt,‘yet and
_certalnly aren't into brlnglng thlS to maturlty. And I do E
_ thlnk that we have to have some type of an authorlty,e
reluctant as I am to accept authorltles, but somebody who is
responsible for the administration of this to brlpg 1tt1nto
fulfillment. And this is what I urge you to considef,i
agentlemen, in your deliberations. ’ o

ASSEMBLYMAN RINALDI: Thank you very mueh,.Mayqr‘
Davis.‘ a

I would just like to point your attention,to:ah
_area whlch may afford federal relief to communltles..jI am
frankly not that familiar with it but it seems that federal
~financing 1s‘aya11able through the Department of ﬁous;ng’
and Urban Development. Now to what extent a eommghitj?can*
avail itself of funds froﬁ HUD toibuild water facilitﬁeé”ahd

sewage treatment facilities within a community, of course, would

have to be determined directly from that Departmentf*ﬁﬁt7it;is
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one department which does provide funds for commuﬁities.

I am sure, Maybr)‘that'you'and your ‘colleagues:
governing the tax for Bloomfield have considered that and
I would urge you to continue to consider that area.

With respect to your other conclusion, I agree thét
each community is faced with the constant dilemma of supply
vs. cost. Both of them must be kept in constant perspective
and the problem is how do you reconcile the two. You want:
to have the water available and yet, of course, you cannot
involve yourself in a price which becomes ﬁotally unreasonable.

Of course, with respect to the fact that water . |
basically costs a lot less than any other commodity, vis-a=vis
say the cost of raw electricity, it's still very; very cheap.
As somebody said, a cubic yard of water costs a lot less than
a cubic yard of dirt. But this is a real problem that
every community has.

I have suggested, as has Commissioner Roe, of course,
with respect to whether the State could specifically help
out on the Raritan Valley project. I made my comments known
at one of the hearings up at the Wanaque headquarters this
spring. You attended those hearings, I believe, also, not
hearings but those conferences, Mayor, that I would hope that
vthe Raritan Valley participants could somehow get together
and ﬁnite in their thinking because it seems to me, and
I'm drawing certain conclusions now and I think they're
pertinent, it's hard for groups to come to the Legislature
and ask for help, financially or otherwise, when those

groups among themselves still haven't been able to determine
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what the best procedure and the best course of approach

to their water problems are. And as I indicated back in
March, I would have urged that Newark and all the otﬁer
Raritan Valley participantskgetwtééether,Ndétérmiﬁe.whether
or not yduvshOuld have a pipéliné; and then come to the
State of New Jersey for help, because I cannot see the
Legislature'helping 12 participants whiéh‘are“fighting among
themseIQés. ' |

Now that's just parenthetically a side remark.

But this is a problem, it seems to me, that the Legislature
would be faced with. | |
"I think your problem, and it's the pfobiem that

every community facés, obviously, you want to keep the éoét
within reason and yet you've got to have an available water
supply because, don't you agree, Mayor, that if the water
is not there you'll pay anything for it?

 MAYOR DAVIS: Well, water, of course, is one of the
basic requirements of life but there are also other baSié
requiréments of life which you have to have to sustain it.
And you can't spend all of your money on one at, let's'say,
the depreciation of the other. And, therefore, you must,
let's say, take into consideration all of them in due
propdrtion.

In regard to your statement that you would like to
see a unifiéd‘appfaoch, I would like to convey at this time
that there's been nothing more unified than the thought of
trying to get additiOnal’money'fo defray our obligations.

' ASSEMBLYMAN RINALDI: So with respect to the
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thought of coming to the Legislature for money, you're all
in accord,‘ o
| MAYOR DAVIS: That we are.. |

ASSEMBLYMAN RINALDI: Most people afe in adcord_when
it comes to that. o

Senator DoWd; do‘you have any questions?

| SENATORYDOWﬁ: No, I haQe no éﬁestidns;‘ Thank you
Very-much, Mayor. | | |
. MAYOR DAVIS: Thank you. | |
ASSEMBLYMAN RINALDI: Assemblyman Cobb?

| ASSEMBLYMAN COBB: Well I'm quité_puzéléd with the
MaYor‘s problem. I say "puézledfrand I can'£ think of any
solution; The prbblem is that théy wan£ thg wéter'but:theyvl
want it at the pricé.that they feél that £hey‘caﬁ'aford,.. .
Sort of 1like a man‘who wants to buy a Chevrolé£ and he has
$2,000 and he's askiﬁg General Motors to make:him_a Chevrolet-
for $2,000.

Now I'm open to any suggestjon on the par£ of
engineers or anybody else as to how you can deliver water to
your town for the priée that you feel that YOu can afford
to pay - you haven't said.it but I wbuld say it's‘somewhere_
aroﬁnd $300 maybe a milliOn.and anything above that is going
to be too costly to use. You say you pay $180 now and under
the plan that's been outlined to you it's going to cost $580?

MAYOR DAVIS: $583.

bASSEMBLYMAN COBB: Well thatv-b's a difference of $400.

MAYOR DAVIS: It'svconSiderable. It's ndt just the.

difference between a Chevrolet and a Cadillac, I think it might
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even be, let's say,»é‘l§Wér pficé ca#. Wé}il’settle for the
Oldsmobiié‘qf somethiné iﬁ thétkcateéory. B -

What I am saying ié.or-what yoﬁ ére refleéfihg is
essentially cdrrect. It's ndt thét we aré solely hére |
throwing ourselves, if you will, on the merc§ of tﬁe‘court,
what we are here trying ﬁo do is to acéurétély*display the
the disparity between what we are paYing now and what we are
going to have to pay. And I'm quite sure with the amount of
~money involved that you can reéognize the magnitudevof the
>problem.

ASSEMBLYMAN COBB: All I can s isVI'm glad God
doesn't raise the price of water to us. | | |

ASSEMBLYMAN RINALDI: Thank you, Assemblyman.

Assemblyman Gimson?

ASSEMBLYMAN GIMSON: No questions.

ASSEMBLYMAN RINALDI: Thank you very much,.Méyor
Davis, for your remarks. |

MAYOR DAVIS: Thank you, gentlemen.

ASSEMBLYMAN RINALDI: I would like to call on the

North Jersey Water Supply Commission, Chairman Brumale.

Chairman. Brumale, would you identify yourself, please.

JOSEPH R. B RUMALE: I am Joseph Brumale,

Chairman of the North Jersey District Water Supply Commission.

Mr. Chairman, and distinguished members of the -
Commission, I too want to say, thank you for inviting me here
today and giving me the opportunity of making a statement to

you for whatever elucidation we might offer,
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15 or 20 mlnutes but 1f you w;sh to asksques
tinue the se851on, I 11 be glad to answer such questlons as( R S
may be put to me. But, ln any event, 1f you WlSh to contlnue‘

further questlons, I mlght ask that the questlons be deferred

until tomorrow morning and our Counsel will be. very glad to

answer such questlons as you mlght w1sh to ask.» a

ASSEMBLYMAN RINALDI- In other o

back tomorrow, if necessary?
MR. BRUMALE: If necessary.-

ASSEMBLYMAN RINALDI.. Because we do have two

additional wltnesses.. We would llkelto;conclude,éqlt s‘.

ten mlnutes of four now and hopefully we would llke to

conclude between flve and flve—thlrty, 1f not even sooner._vs]h
'MR. BRUMALE.» Well, I' ll be glad to stay as- long ~'7,h;:f;hf

as you gentlemen w1sh to have me stay. fili, : | |
AS SEMBLYMAN RINALD;: Suppose.you éroCeed'with'yOur

statement and we'll see how the time goes; And if we;have

to call you back tomorrow,;thankvyou very much for making

yourself avaiiable. : '
MR. BRUMALE: The North Jersey District:waterisupp;y

Commission appreciates this»opportUnity to‘review'in_Qetaii

all of the events and the generai'background of tHe;Raritan |

‘Valley Project and to furnish our_recommenQationsfas;to:howave:

th¥s project may proceed. .




_— I believe it essential at the outset to stress the need forf hiséprogram.“-

Northern New Jersey 8 very economic life may well depend upon it.. Commissioner

Roe, with whom we have worked closely on this program, 1ndicated earlier how
important water is for the State's future growth. For all practical purposes. manyﬂ.
of the major water supoliesvin New Jerseydhave no surpluses. This means tbat,tean-
ingful industrial and even residential.expansion cannot be_achievedldnless:additlonal
supplies are developed. |

. The 11 municipalities which have subscribed for approximately 61 million

gallons daily (m.g.d.) from the Raritan Valley Project will need thie total amount‘

by 1977, and by 1980 the full 70 m.g.d. for which ve are planning willUbe'required.

&

As a matter of fact, our studies show that the demand for water by our .

present partners and other communities in North Jersey will be s0 tremendo“sathat

even a greater supply will be required than what is now contemplated ﬁe will have A
more to say on that point later. .
The NJDWSC operates the Wanaque Reservoir system which supplies water to

nine northeastern New Jersey’ communities which in turn furnish water tr a total o
residential and industrial population of more than one million pecploi Felare, in
fact, the largest public or private purveyor of potable water in thelState;

| The Commission was formed in 1916 and the Raritan Valley Projectirepresents
our third major undertaking. Like its predecessors, the Wanaque Pro*éct; our tirst
undertaking, and the Ramapo expansion in the early 1950's, the Raritan Valley progran
requlres the Commission to administer a major water program to be funded by the -
partic1pat1ng communities. This means that once the self-liquidating bonds are retrred
the cost to partlcipants per million gallons drops to operational expenses.only,
or roughly one-third the cost experienced during the life of the bonds. Tbus“any;

community with the foresight to enroll in a cooperative venturevof this.tyoebiS<

assured of three substantial benefits:
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A ;uazpnteed watexr aﬁﬁgiy.faéii$£9in‘p;rpetuitfg.a‘ltablc cost during
the life of the bong; and ;remendogs §a§ing; th§ :h; boéééAnfo retired. As
the pattigipa;ing comnunities own.the project out:;ght; ghc ownership principle,
of course, represents qiill another benefit Hhiéh.ennnot be overlooked.

It is doubtlessly Becauée of these considerqtions.that the Leﬁisiature!
recognizing our success with the earlier projects, in 1962 mandated that the NJDWSC
, yould bui;d the Ratitgn Valley treatment anﬂ transmission facilities.

| The idea of tapping the Raritan River as a nnjog water supply is not new..
;n fact, the NJDWSC in 1954 issued § report, "The Round Valliy Project for the
ﬁetropolitan Section of the North Jersey Water Supply District," which called.for
construction of the Round Valley Reservoir. Ihat report was the foundacipn upon
which the Round Valley Project was ultimately baeed. -!xtahsive hearings were
conducted before the St#ce Water Policy Council which eventually decided that the
State should handle the reservoir building program. Thq first plan presented by
the State, for construction of'the Chimney Rock Reservoir, lost on referendum in 1955.
When the Round Valley-Spruce Run proposal was substituted in 1958, it won pverwhelmiﬁg
voter approval and the State built the reservoir.

Meanwhile our Commission, with the aid of a federal grant, undertook an .
engineering study ;o determine transmission line routes, required treatment facilities
and costs. This study envisioned treatment facilities located at Rouﬁd Valley and .

E;ransmission facilities running from this point eastward to the Newark-Elizabeth
ioundary line with take-offs for several municipalities along the route. This study
kas follbwed by an extended series of heatinga before the State Water Policy and
§Supply Council to determine the method for charging for water developed under the
1958 referendum. This culminated in 1964 with the dicision by the Water Policy and
Supply Council and Commissionetlxoe to treat Round Valley ;nd Spruce Run as a single
project. Without going into the details, éhis meant more water at aaicas costly rate

than had been anticipated.
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~ The NJDWSC was designated by the Legislature in 1962 (Chap:et 58 Laws of
1962) to construct the pipeline and treatment facilities on the basis of contracts
with municipalities.

There was; however, a problem, and it proved to be a substantial one.
While the Legislature and the votérs had authorized sufficient funds to build t@c

reservoirs, no funds were appropriated to deliver the water from the reservpirs

to the area of need.

- Since there was no money as an inducement fo ptospec;ive-éommunities to
enroll, it was understandable that communities initially were reluctant to unite
themselves in this program despite their need for water and the obvious adfantages'
of participating in a self-liquidating project. Even though our engineers had
indicated that drafts from the reservoir would eﬁceed-oux dependablebyield in the
early 1960's, prospective subscribers chose instead to believg only what was visible.
What they saw was that the reservoirs were full. It was only because of the now
historic drought of 1961 to 1966 that we succeeded in convincing enough subscribers
:to sign contracts to assure a sufficient volume to plan the prograﬁ. Total aubsctipﬁious
‘today stand at 60.925 m.g.d. derived from the following communities:

Bayonne, 12.00 m.g.d.; Bloomfield, 6.00; Cedar Grove, 2.50; Elizabeth, 12.00;
Glen Ridge, 0.175; Kearny, 5.00; Newark, 15.00; Nutley, 3.00; South Orange, 0.25;

West Caldwell, 2.00; and Veroma, 3.00.

Once the project wés officially joined'by contract, we continually kept all
the partners fully informed of all engineering and other progress.

On November 3,,1966, the NJDWSC selected the engineering firm of Gilbert
Associates of Reading, Pa. to prepare all of the necessary engineering work for the
construction of the Raritan Valley Project. We had every reason to believe that
the project was now well on its way towérd fruition. However, one of the participants,

Newark, had second thoughts about its pqrticipa:;on for reasons which never really
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have been completely-cléar t§*us;5'Wﬁé£§véf the reaébné,lthoﬁgh;fthe”NeQark City
‘Council in mid—February,‘1967;~vaced,to‘se#er iésfparticiﬁation in the Raritan Valley
| Project.‘ This applied both'td its coﬁmitment for 15 m.g.d. and>t6:it§'§onttact to
entét into cooperation. agreements with various partner‘commuﬁities whicﬂ'would have
to secure their water via the Newark sySteﬁ,rather than directly from tﬁe Raritan
Valley line. The Commission had no choice but to go to .court in an effort to void
Newark's attempted withdrawal.

Even before the matter went to trial, numefaus éttempfs‘to_fésolve the
impasse were made by us wiﬁhkcéﬁmissioﬁer-Rbeiand thé‘Stace‘Watef7P611cy and Supply
Council. Representatives of the North»Jersey District'and the City of Newark met
frequenﬁly in Trenton with Commissioner Roe and the Water PoIi;y Coungil in an
effort to reach a solutionf The Commission, ﬁhile sfressing‘;H;ﬁ-it;Qas supervising
the program at the specific’mandate of the Legislature in the best intefests of all
participants, nevertheless attempted to reach an amicable agreement with Newark so as
not to jeopardize the project. After months of negotiatidns_and couﬂﬁiéss meetings,
principally with Newark bﬁt alsé with the other partners, we reached agreement on
every issue under dispute. In fact, much of the language of our informél agreement
was exactly as recommended by Newark. It began to appear as though a solution was
imminenc.

In addition, through the efforts of Governor Hughes and Commissioner Roe,
the State agreed to.guarantee the payment for a preliminary engineering study and
feasibility report undertaken by Gilbert Associates. This cost, amounting to $255,000?
would be financed by the State in the event the project.was not completed. Otherwise,
it would be included in the overall project cost.

The agreements worked out bétween the NJDWSC and responsible»officiais of
the City of Newark were never éoncluded bécause‘of Newark's refusal to execute the
settlement. Thus the-Cicy's.atteﬁptedvrepeal of its Raripan Vailey contr;cts remained

. -unchanged. The NJDWSC had no'choice;bu;sto reactivate the frequéntlybadjourned court
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hearing to block Newark's attempt to withdraw.

There is no need to dwell upon the time consumed during thelprotfacted court
hearings, except to note that it meant further costly delay = costly in both time and
money - for the project. Early this year, Superior Court Judge Worraﬂ.F. Mountain
s;stained the position of the North Jersey District. Newark,'still not éaﬁisfied,
appealed and the case was certified for direct hearing by the New Jersey Supreme Court.
The high court on June 29 unanimously upheld Judge Mountain's decision, declaring
that Newark's argument concerning the price for water 'is clearly without ﬁatit"
because ''provisions for fixing the rates carefully follow'" the formula éstéblished
by law in such cases. Copies of the two court decisions are being inﬁroduced into
this record.

That should have settled it, but Newark continues to obstruét_the project.
and reéist the Supreme éourt judgment. In August, Newark grought suit againét the
North Jersey District and all the other Raritan Valley partners. In its complaint,
filed with the Superior Court, Chancery Division in Eésex County, Newérk once again
is attempting to rescind unilaterally its agreement to participate in this wvital
water supply program.

While we are confident that the courts will again substantiate our position,
we are distressed that further litigation can only mean further delay, creating new |

1

uncértainty and, when the project ultimately is completed, still higher costs.

- As to the engineering report itself, which we formally received at the
beginning of this year, Gilbert Associates concluded that the most praétical project
for thg various partners would be a 70 m.g.d. line with expansion capability to

90 m.g.d. in order to meet the future deman&s of the North Jersey area; This would
entail purchase of a sufficient right of way to build a parallel pipeline when the
need becomes evident. Our 50 years of experience in the water business underlines
the need to move quickly im purchasing rights 6f way. We have found that prospective

vater supply line sites should be chosen as early as possible since théy’haVe a habit
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of disappearing quickly otherwise. It becomes essential to plan for the future,
providing additional fecilitiea.at minimﬂnlcost tolfoture subscribers,:while lowering
rates for present partners as subscription commitnents grow.v

Gilbert hed etudied'four alternate'plans, two for 70 m.g.d; programs’and
two for 90 m.g.d. The recommended pipeline route would cover 26.6 miles and be |
three miles shorter and $9-12 million less costly than a more northerly route which
had been the basis of one earlier study. Other earlier studies recommended this
southerly route.

Under the recommended design, Raritan River water would be fed into-a 72-inch
raw water main from the point of intake near Bound Breok and transmitted‘to a-treatment
plant near Martinsville in the Washington Valley. After complete treatment (coagnlation,
sedimentation and filtration), the water would be pumped through a 72-inch force nain
eastward through the Washington Valley to a balancing reservoir - balancing the systen
when pumps are overtaxed - in the vicinity of Scotch Plains. The water would then
flow by gravity through an 84~inch main to interconnect with Newark s 60-inch pipeline
near the Newark-Elizabeth boundary in Newark A copy of the Gilbert report 1s attached

The rate to each participating community for delivered water for a full k
70 m.g.d. program would range between $146 for operation and interest plus $71 for
amortization and $177 for operation and interest plus $74 for amortization, depending
upon interest rates. When the bonds are retired, the price will drop to merely
operational cost, expected to be approximately $70 per million gallons for the Raritan |
. Valley Project. |

We have reviewed this report in depth with the Raritan Valley partners and
have made every effort to provide them with anj and all information they eeek. “
Communities did express some‘concern aboot the cost for water and we explained to
them repeatedly that we had no control over any price increase above earlier projections,

caused largely by high interest rates and the normal inflationary spiral producedvby

.
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delay. We did, however, have some recommendations as to how their fiﬁancial burden
might be alleviated and we will review these with you shortly.
" Because of the Supreme Court's decision in the Newark;casé, in effect
;élling us that we were obligated to proceed promptly - both by legislative and
court mandate - the Commission on August 15 authorized the issuancéfof $4,500,000
in temporary bonds to finance preliminary work on the water trénsmission system.
We authériéed this tempdrary'financing on the specific recommendation of our bond
counsel. Of course, we are now prevented from proceeding because of the new litigatioﬁ.
We also think it important to note that we even went 80 far'hs‘tp'seek a
federal grant to cover at least §art of the cost of the program. Unfortunately, with
the recently announced cutback in federal spendiﬁg, this was not forthcomiﬁg. We
worked closely with the Governor's office in seeking additional funds from the Department
of Housing & Urban Development. This agency recognized that the critical need for the
proposed facilities was evident but was unable to provide us with any‘meaningful
financial assistance. |
That, then, is aisummary of what has occurred Qith the Raritan Valley Project
to date. We all must recognize that the Raritan Valley Project must be completed
if we are to build New Jersey's industrial and commercial might to their full potential.
Still, we cannot expect a few communities to assume the whole burden for the‘project
for posterity. Fortunately, there are a couple of options open to the State which
may yet provide the financial solutions that we are jéintly seeking.
~ You will note that while we are speaking of a 70 m.g.d. project, subscriptions
to date total only 61 m.g.d. This means that the various partners would have to pick
up the cost for the unsubscribed 9 m.g.d. until such time as additional comﬁunities‘
enroll. As a result, the per m.g.d. cost for water could go as high as $282 rather
than $251 per million gallons, including amortization,lat the 5 percent interest figure.
Since the future of the whole State may well be at stake, it wpuld be

entirely appropriate for the State to agree to bear temporarily the cest for the
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unsubscribed 9 m;g;d,,éiinbﬁfféctfﬁaking~éﬁé*Sﬁaté'a 9'm.g;d;'paftner in-the project.
This is really an insurance'policy«désigﬁéd to guarantee that’thé'prcjeét proceéds.
As additional subscribers enroll, they would repay the Staté for any ohfiay it may
have made. In fact, if we were able to secure'this'commitmentﬂfroh the Sﬁéte, théfe
is every ;easonvto'believe‘that“no-Outlay would even bé“nécéésary? 'with the State
willing to provide this kind of a guarantee, additional cbmmunitiesfdoubtiessly wiil
move quickly to become partners.
- Coupled with the unsubscribed water ﬁroblem is the fact that several -
of the partners have overestiﬁaced their future water needs, thereby substantially
raising their per-million-gallon réte;‘ The:total amount . of oversubscriptibn'is
between 3-5 million gallons: While this does not sound like a large émcunt of water,
for a few of the smaller communities it means paying twice what ochet:Raritan}Valley
participants will be paying.-
We would urge the Sfate to agree to pick up this amount as well for a'v
total of approximately 13 m.g.d. Again, we stress that this would only'be‘until a
sufficient number of additional subscribers enroll and iﬁ all likelihood the State
will never have to expend any'funas as subscribers. Even 1if sﬁch'an expenditure
were necessary, the State would be repaid in fulljby future subscribers. |
Recently the NJDWSC presented a supplemental plan which may prove to be the
key to the success of the Raritan Valley Project. This is a method which could
relieve Newark of obligations for méjor'reconatruction of its water distributibn
system in order to accept exchange water in line with the various coopefation agree-
ments. Our plan is for conmstruction of a bypass line around Newark which would start
at the present terminus.of the 84-inch diameter line at the, southerly end of Newark's
60-inch diameter line, run eastward to’the New Jersey Turnpike and then northerly -
paralleling the Turnpike to the.ﬁe11evi11e Turnpike. Existing transmission mains

could feed Kearny and Bayonne.
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—_— This bypass line, which has won an extremely”favﬁraﬁie reaCt;oﬁ from most
of the partners, may represent a key to New Jersey's long-term growﬁh. It would have
a beneficial effect not only upon those already enrolled im the progfam but also
many others who would doubtlessly subscribe in view of the line's potential for the
long awaited development of the Meadowlands. If the so;called bypass ;ine were |
constructed as proposed through the Meadows in Union, Essex and HudsonvCounties,
possibly with a short extension into Bergen County, the Newark water system certainly
would not require the extensive renovations which that City's qfficials claim are
otherwise needed at a cost upwards of $7 million. Thatfﬁost, ﬁewark ﬁas maintained,
would have to be passed on directly to those with which it has coopgratioﬁ.agreements,
boosting their water price accordingly. |

Construction of the‘bypass line would offet.manyxbenefiﬁs;'aﬁong them:

Bayonne (12 m.g.d.) and Kearny (5 m.g.d.) would draw water directly from

the bypass line, thus alleviating their responsibility to pay Newark for distribution

and filtration of Wanaque exchange water.

The line would reinforce Newark's distribution system by providing large
volumes of water to the easterly side of the City; Thus, Newark would be surrounded
on three sides by large diameter mains and Newark would be relieved of some pipeline
construction needed on the easterly side of the City. |

Since Newark's distribution and exchange capabilities fall far short of
the ultimate capacity of the Raritan Valley transmission line, the bypass line
could easily fill the void for New Jersey's metropolitan area. The direct availability
of large volumes of water might well give the Meadows the.potential to be the most
valuable large land mass in the world. The l0-mile bypass line, as indicated, would_
run through thevheart of the Meadows in Union, Essex and Hudson Counties, and it would
be a simple matter to conmstruct a short extension into Bergén County. It would be
particularly helpful to Elizabeth, a 12 m.g.d. partner in the Raritan:V#lley Project,

because of its considerable holdings in the Meadowlands.
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The Hackensack Water Company has nearly exhausted its potential for develop-
ment of its existing water resources. Future supplies mdstvéome from the Raﬁapp River
or the Raritan River Basin and the latter is the most logic#l source fot a Qériéty of
reasons. The bypass line would place Raritan water within easy reach éf_the Héckgnsaék
Water Company for i;s Bergen County requirements. ;Incidentélly, Hackeﬁsack Wa;er,has
indicated an interest in such a proposél. Of particular sigﬁificance to the presgnF
partners is that a 20 m.g.d.vcommitmgnt from Hackens#ck Water. would redqu the base cost
to those partners approximately $30 per million gallons. - o >

By bringing Raritan Valley water directly to Kearny by the bypass‘line, a
portion of the 11.3 m.g.d. which Kearny owns in the Wanaque supply could be made
available to other municipalities if this is mutually beneficial. This WOuld bé by
way of a cooperative agreement between Kearny and those municipalitieé requiring
exchange water.

It is quite apparent that from the standpoints of both economy to pfesentxn
partners and potential indus;rial growth throughout northern New Jersey, enéiheering‘ -
studies should be undertaken of the feasibility of this bypass line. We have been
encouraged by the partmers to present this feasibility study propcsal to you today.

Wno would pay for these studies? Since the State already has agreed to guarantee

the cost of the initial Gilbert engineering feasibility survey for a total of $255,000,

it seems logical that the State will want to gather all the facts relating to this

program. As a result we would strongly urge that the Department of Conservation

and Economic Development, with the Législature's approval, undertake an additional

study on the feasibility of the proposed bypass line, with particular emphasis on

its likely impact on New Jersey's long-term economic gfowth. B : -

We have informally discussed this possibility with Commissioner Roe and
he is most receptive to the idea. It is difficult for us to estimate the cost
for this study at this time but we are confident that it would‘not exceed $100,000.

This figure is insignificant when viewed in its proper perspective. Consider what -
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this line could mean to New Jersey's future growth. Consider, too, that the State
continues paying more than-$3 miliion-anﬂually in interest aﬁd amortizafioh on the
Round Valley-Spruce Run bonds. The tWo'reéerboirs-are built:and-have:a:coﬁsidérable
amount of.water in them, but there is no way yet to deliver meaningful ‘quantities

of this water to the real area of need. It is imperative that action be taken promptly
to guarantee that the transmission lines are constructed to that area of need as soon
as possible to meet the various communities' present and future requirements. It is
within this framework that the possibility of the bypasg line cannot Se igﬁbred.

The State should not overlook the tremendous potential of this line as an adjunct

to development of the Meadows. |

In summary, we are asking this Commission to comsider écting in three areas:

(1) Committing the State to guarantee 9 m.g.d. in unsubScribéa Raritan
Valley water, but with the understanding that any money expended~will‘be returned
to the State by later subscribers. |

(2) Taking up a 4 m.g.d. slack to aid those coﬁmunities'which have over-
‘'subscribed to Raritan Valley wéter, again with the understanding that the Stéte will
be fully repaid once additional subscribers enroll.

(3) Approving a feasibility study to consider comstruction of a bypass
line.. Should the line prove feasible, the State should give serious consideration
toward financing its development. The bypéss line may well fepresent‘aﬁ unparalleled
opportunity for future northérn New Jersey industrial and economic grbwth;v

There are those who have maintained that the State should bﬁild the Raritan
Valley line itself. We would note, however, that it would costvthe State the same
amount of money to build the line as it would cost us - and the partnérs‘woﬁld
never gain proprietary rights. No one seems to quarrel with the idea that the

Raritan Valley supply must be tapped for the benefit 6f many northern New Jersey
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communities., A coordinating, non-profit agency like ours 1is the
most practical vehicle to assure for the cities future water
supply at the lowest possible costs.

There is but one option to our plan, and that is a
proposal by the City of Newark to supply water to the
Raritan Valley partners. Attached is our analysis of the
Newark proposal. It indicates that a community considering
the Newark plan must be prepared to pay at least $146 more per
million gallons for that water than for Raritan Valley water.

It is imperative that we proceed forthwith with this
vital program. There is no logical reason to wait any longer.
At a recent meeting of the Commission and Raritan Valley
partners, Chairman Rinaldi himself stressed that costs were
secondéry to availability of water. We agree wholeheartedly,
yet are prepared to do everything within our power to assure
that the cost be kept as reasonable as possible.

Thank you.

ASSEMBLYMAN RINALDI: Thank you, Chairman Brumale.
Do you have any further comments you would like to put on
the record aside from your formal statement?

MR. BRUMALE: No.

ASSEMBLYMAN RINALDI: Mr. Wilensky, would you please

identify yourself, sir.

OSCAR R. WILENSIZKY: My name is Oscar R.
Wilensky. I'm Counsel for the North Jersey District Water
Supply and I would like to supplement the remarks of our

Chairman and primarily try to answer some of the questions
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that have been raised by menbers of your Commission which
were very important, in my judgment, and should’ be answered
a little differntly from Commissioner Roe's because of our
experience.

" For the record, I would like to say that I'm a -
former member of the Assembly. I was Majority Leader. 1T -
was a State Senator. I was Chairman of the Water- Supply
- Committee and had the same problems that you have.--

ASSEMBLYMAN RINALDI: That's refreshing.

MR. WILENSKY: And I have been Counsel to the
North Jersey for 30 years and was appointed Special Counsel '
by the State in the Delaware River Case with the State of
New York. u

I think I have been in more water hearings than
almost anyone in the State, both legislative, WatervPolicf;
Courts and whatnot, but there are certain fundamentals thﬁt
I feel you ought to know about because I gather from yourti
questions that they sort of have remained unanswered and it
should be helpful to you in forming a judgment.

First, some of the fundamentals, which are proper.

What is the difference between a private company
and a public campany or a municipal agency in the handling
of a water supply? And there's one fundamental difference
and it's a matter of choice.

A public agency issues its bonds and it generally
requires about six pércent to cover the interest and

amortization of its bonds over a period of 25 to 40 years. -

And when the bonds are paid off, all they have is operation. -
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On the other hand, a'priyate campany, because of
the tax 1aws; is'entitled to earn.eix oercenthforevervon_
- its 1nvested capltal depre01ated of course, each year,
after federal income taxes which would be about six percent
and, in addltlon, they are usually allowed two-and—a—half’
vpercent amortization.v |

So for the same water, thls is what the 1aw provides,
v’a prlvate company has to start off with getting fourteen
.percent on 1ts investment whereas a publlc agency only has
to raise 51x percent. That'glves the public agency a
very strong advantage; |

Somevof;the‘private companies have done an excellent
job~in spite of~that situation and they manage their affairs
very well. |

| | So that-municipaiities have a choice and some have

“taken thefpubiic ownership position and others say, we don't
want to be bothered with the problems and we'll have a

private water company serve our people.

Another thing that the Chairman, particularly, pointed

out is the vital necessity for getting this water to the
area of need and although the cost sounds like a lot and
it is a lot when you multiply it out, but to the actual
consumer it is a very, very small amount in his total
'expendituresci

| _We're talking about $250 a million gallon. That's
two-and-a-half cents.a hundred gallon. And an average
family of four would.use 200 gallons a day or five cents a‘

day. That's $250. Just to get it to the municipal
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distribution syétem}vfiltéred[ cleaned and delivered and
everything else, 26 to 30 milés'aWay, it costs five cents
a day to that family.

| . Now, in addition to those costs, the municipality
or private water company has to add on the cost far the-
local'distfibutioh, collecting,‘thevmetérs,‘and so forth and
so on. So that when you're taiking about $250 a million
gélloh or $300 or $200, it is infinitesimal when you stop
to consider the service that's supplied. And £hat's what I
think you were trying to bring out, Mr. Chairman.

Now it is true that in the early days,'whéﬁktheSe
things were advocated, lower figures were offered because
the project was considered less and also the tq?al figure
thét was submitted was not all-inclusive. |

For example, in the report we have now there are
items in there, about $9 or $10 million, that you ddn'ﬁ
think about. For example, there's a year's operating
expenses.that you must have of a couple of million dollars;
there is bond discount for over a'million some odd dollars;
there's interest during course of construction of sevéral
million dollars. These must be added to the basic cost.
And that's one of the reasons that the price structure has
to go up plus the interest rate and then inflation.

Now in North Jersey, I've been with them for 30
years, and I've done business with over thirty some odd
municipalities. And the difficulty has been that we in
' theHStaté; the people that study these problems, know that

ten or twenty years from now we're going to need this water
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and nobody is d01ng anythlng about 1t. It s very hard to
interest mun1c1pa11tles to invest money, to look to the ‘
'future for 15, 20 or 25 years.

The drought of 1961 and '66 flnally brought to the
attention of these people whom we 've been after for years
that somethlng must be done and that these thlngs can reoccur;
-So we got some actlon out of these people. ‘b

I attended those hearlngs with Senator Dumont, spent’ I 4
a lot of tlme w1th hlm and there was a very definite reason
why they left the plpellne out. The State of New Jersey
at that time was the first state in the Union that was
901ngh1n the water business to build reservoirs. That was
the first time in the history of the United States that a _
state had gone intonit. .And they felt at that time,,as.theyy‘
said, we'il,get the water‘together and everybody come and - » -
sget it, ﬁake your.oWn arrangements to get it( either
'individually or’collectively or otherwise. And they said,
we can't put_a bond issue on to cover all the transmission
sYstems-in the future because everyone knows, 'in the water.
business, when you construct a reservoir or system for say
70 mgd it isn'tiused'the first day, it may take 15 years - N
before thevfull eapacity is used and somebody has to take
~ the losses for ten or fifteen years, and they are
substantial, as Cdmmissioner Roe is pointing out now.

From the,tihe yon finish it until the time you use it to
fUll.capacity somebbdy has to pick up the tab.

So there has been dlscuss1on of a state water authorlty

issuing bonds., Well, if the State doesn't guarantee the
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bonds, you can't sell:thefbéhds>bécausé'there is nothing
to'back>them up. If yoﬁvére'bnly going.td'éhargé people for
water as they use it, who is going to péy‘fof the unused
portion 6f the water? | o |

So when we put togethér this program with the
Legislature and officials of ﬁhe State, we had to pr6Vide that
each municipality that decides to become a participant must
pay for the water whether it uses it‘or not. In other words,
the burden for providing for that city's future water needs
over the next ten, fifteen or twenty years had to be
anticipated by that municipality and they have to bear that’
burden. V

Now that's nothing new. Our project at Wanaque
and the Ramapo was completed in 1930 and most of the cities
issued their own 40 year bonds and gave us the money and
we built the project and managed it for them. Now those
bonds are almost all paid off and the actual price for the
water when the bonds are paid off is only going to be about
$45 a million gallon. Now if we have to filter it, as the
State has now ordered us to, it will go up another $30.
But they now have a total investment of over $30 million
fully paid for and they have a bonanza. And in most of the
communities, instead of reducing the water rates, which
they had a choice to do, they use the surplus to help
in other municipal expenditures.

In Jersey City or Newark or Passaic Valley Water
Commission, the three cities of Passaic, Paterson and Clifﬁon,

their biggest asset and their best asset is their water systems
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that they've paidjfor,ove; 30 or 40 yearsa:vTheyinqw have a
tremendous asset and this goes on substantially in perpetuity.
That is the advantage of the municipal ownership.

And the City of Newark, back in 1930, at that time
it was developed for 100 mgd and there were only thirty of
forty mgd being used. And Newark water cost them over $400
a million gallons at that time because they weren't using it
all. And that was true in every municipality. So they paid |
through the nose in the early stages and now they're reaping
the benefit. And that's the way every water system operates
when it's municipally owned. You have to pay the big price
in the beginning in order to get the advantage at the endo

And the State of New Jersey is doing the same thing,

It's true that it's going to be a self-liquidating project

but the State will only issue 28 year bonds and in all :
probability it will take 35 years or 40 years for the State

to get back its money but they're going to get it back, just
as sure as people are going to use water. So it's only a

case of sameone taking care of the deferred charges.

Now there was another question and I think this
Committee had in mind and there have been reports to you about
water management, and I just want to give you my personal
viewpoints, not the Commission's, because I've lived with.>
this thing.

The fault of the development of water supply is
that prior policy of the State was that any city or
municipality or any private water company only planned

for itself. It planned for no others. And they sat around
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until they thought it was time for them to move and they
would make an application. And they go to the State to get
an applicatian and it looks good to the State and they
grant it. No consideration in prior years was given‘to the

regional demand which is now being given a lot of consideration

-and has been given consideration by>Commissioner Roe's

department because we're all integreated in Northeastern
New,JerSey, we 've got to think of the whole thing as a unit.

Now some State authority should have the power -

- we may not need any new ones but you might give the power

to the present agency - to say to a municipality who doesn't

have a water supply, you can't go shopping around for cheap

water, you've got to go and get your water from this
source because this fits the total plan, so that there's
no duplication.

- Now why is it there's cheap water around. When, let's

-say,the City of Newark or any city, Jersey City, develops its

water supply it has a good cushion in there and they're not
using it yet but they are going to need it in ten years.
Temporarily it's good business to sell the surplus during
that period, so they go around shopping and say to this

municipality, we'll sell it to you very cheap, because it's

‘surplus, and it helps to keep down their cost. When the

supply is used up then they have to say to this municipality,
you héve to get out of our system and go somewhere else, or
you've'got to pay us a new price because we have to build
new reservoirs or facilities.

So I agree with those people who say that you need
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water management, both for the development of the.sources Qf?
sﬁpply and for the methods of distribution, and to whom and
where the water should go and why.

‘Now there are individuals today, individual cities,
‘some may and some may not have the ability to go out and buy
all the reservoir sites that are required, and I think everyone
before that Capital Needs Commission substantially agreed that
if there are reservoir sites that definitely can be determined
to be available for future use of the State, they should be
acquired now because many good sites have disappeared over
time. Development takes place in these areas and local
opposition develops and you can't build a reservoir.

So, in my judgment and I think in the judgment of all

good-thinking water men, the State would have to pick up
that loss and buy these reservoir sites long in advance of
the time that they will be needed, otherwise they will
disappear.

That is something that the State will have to
finance and they will lose money-until it's used and
until the reservoirs are developed.,

Now when it comes to distribution systems, you have
to plan too, and the plans must be to bring the water from
the area of supply to the area of need.

'I think there has been plenty of testimony here
that the Passaic River Watershed has been substantially
exhausted as far as further development. The Hackensack
river is exhausted as far as further development. And

it was for that reason that Round Valley and Spruce Run
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were developed and specifically in the legislation it provided
to meet the needs not only of North Jersey but Central Jersey
as well. The river's in that area and they're entitléd to
water.

And I think that thus far that balanée is being
created becaﬁse Elizabethtown has seventy and they want
twenty more, that's nineﬁy, and we easily see ninety more
in the future so that really half of it will be going to the
central area and ninety will go to the northeastern area.
When we get to that point, then the State has plans for
further development to briﬁg in water from the Delaware Rivef.

Now there were also some questions raised by some of
you gentlemen about federal aid. I want you to know that
we've been to Washington plenty of times and the Governor
has a special man, that he got somewhere, Who does nothing
but help municiplaities in trying to develop money. And
the best that we couid get was if we were able to dot every
I and cross every T, would be a million and a half dollars
for this project. And the reason for that is, the Federal
Government had a limited amount of money and they have a
bureaucratic rule that they will not give more than a
million and a half dollars to any individuai project.

Well that leaves us out entirely as far as a project of this
size. The law reads very well but they didn't supply the
money. I mean, it's all very fine propaganda, they're going
to take care of water supply and pollution and everything
else but when it comes to it, the money isn't there so we

have to face the realities of life, and if we have to move
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from the Federal level down to the Stgte level, that's why
we're here. Aﬁd i thihkvtﬁe peoplevin New:Jéfééyxﬁéybe' -
wduld rather-that the fuhding thatﬁsvneceéséry fdf.these'
things be doné by ourselves insteadvof rélyihg on £he
Federal Government. We'll tak ourselves and we won't havéJ -
to go to £he bureaucrats iﬁ Washingtbn, we“ll just have

a few Qf them here and we can always talk to £hevmémbérslofv
our Legislature and get a little action because I've foundt
that's very helpfui in this State. .

Now as I say, I want to dismiss from your minds;
ifvpossible, the need for any state wéter authority. You
do‘néed more authority in the State to have a master plén
forvthe development 6f the sources. And there must be an
ordef. Théy‘shoﬁid have the power to direct municipality A
and say, you must go into this transmission line and you
must go intq that transmission line, so that there's sbme
order Qut_of chéos, bécause we have cities applying, andr
thaﬁfs»one of the causes of trouble, one is ten miles éwéy
from the endvof the line and the other is two miles awéy and
there's no céhesion° Now people in £he same area should |
be served by one source and not by two or three differentv
sources., It's a véry canplicated different thing and yet
I don't think we ought to destroy the ownership of these
supplies, whether public or private, because there is an
advantage in each municipality owning its 6wn system and
eQentuélly haviné something. Just like an FHA mortéage}
when'you pay it off you like to have youf house instead of

paying rent all your life.
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Now these are just some of the things that I saw
that I thought I might be helpful on in expressihg my views.,
And I certainly submit mysélf to any questions that you want
to ask because I think I've studied the thing from every angle
and'read every law, and drafted many myself, and maybe if they
had listened to me 25 yeafs ago when I was in the Legislature
they wouldn't have had this trouble. I had a bond issue
for $80 million to loan money to the municipalities to finance
their own projects, to help them, but we didn't have the
drought at that time, we didn't have the five-year drought.
But that's all water over the dam. I think now we're
faced with this application.

As to the situation with Newark. The City of Newark
filed another suit. We feel it's only for the purpose of
delay and, for your information, the courts have provided
a special day, October 21, at which time we are moving to
dismiss the complaint and we are hopeful that we will be
successful.

I must say that the Supreme Court did - someone
~ asked why &he courts didn't move faster - the City of Newark
appealed to the Appellate Division and we had to certify
to the Supreme Court and they accepted it quickly and gavé
us an early date for argument and they decided it very
quickly. So I can't blamé the courts except to say, the
ability to use the courts is the cause of delay and not the
courts themselves. Each side has thirty days to do this
and thirty days to do that and so that was one of the

problems.
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We don't honestly feel that we will be:plagued
with this litigation for more thén this one suiﬁ or an
appeal either by ourselves or Newark andrit could be
disposed of probably before the end of the year.

We have alreédy made arrangemen;s forvour pérmanent
financing. We have an underwriting firm. All of this is o
based upon the full faith and credit of these municipalitieso
And, true, they should be given credit for stepping forward
and trying to do something for themselves while other cities
lay back and let the State do it all.

| Now if the State builds, you caﬁ rest assured that
the municipalities will not want to pay for what they think
they are going to need, they are going to pay for only what.
they use,_which.would then mean that the State has to finance
the difference. | .

So you will be taking on a greater annual burden
than what we're discussing here today.

vThis suggestion of Chairman Brumale is a minimum:
thing which we think is fair and equitable for you to help
foster the policy of the State for the municipalities to do
something for themselves,

Now any municipality that comes in later is not
going to get a bargain, it's going to have to pay back
for the period that they weren't in the project. That's
the way our contract reads and that's the intention, I think,
of Commissioner Roe and our Commission when they diséussed it,
The earlier they come in the cheaper it will be.

Our Commission has developed a project which can
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be very éasily expanaed f6r an ekpeﬁdiﬁﬁré'of about $4 million
more. The project will'ﬁhén'bewﬁépablebof‘being exbéndéd to
90 miilion‘gélions a‘déyvﬁhiéh theh)uaé yoﬁ Wi11 see in the
report, reduces the price of water bécaﬁSe then the totél

cost is-dividéd by 90 insﬁead'ofbby 70.  So tha£ will come
just as sure as God madé appieé, because we know that the
water is going to be needed.

So that eventually the municipalities will be getting
water at a cheaper price than now set, those that are in it
now, and the total picture will only be bright when the total
of 90 million gallons is fully contracted for and used.

And then when the bonds are paid off they reap a bonanza
because they own the project and they only have to pay for
operational expenses.

Now let's take a large city like the City of Newark.
They use 100 mgd for themselves and their customers and they
have their own source of supply and they get from the Wanadue
source of supply and they buy from Elizabethtown Water
Company. Because their bonds are almost all paid off, both
on Wanagque and Pequannock, substantially paid off, their
water, I'm sure, costs them very, very little. And when
you match the 100 million cost with the cost for the
additional 15, it's going to average out very, very small
because fifteen is the higher cost and the hundred is the
lower cost. And when it comes to their consumers, as I
pointéd out, it's going to be a fraction of a penny per
day and yet they're making a federal case out of this thing.

There are things behind the scene that I don't
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vthlnk necessarlly have to be discussed here, so I will not
do 1t. We have our 1deas but I don t thlnk 1t s 901ng
to be helpful to the Comm1ss1on necessarlly to get
legislation or to get flnanc1al help which is the prlmary
1mportance of this meetlng. |

I will be glad to submit myself to any qﬁestlone

‘today or tomorrow morning, as you please.
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ASSEMBLYMANhRiNALbi; Mr. Chalrman,’I thlnk we w1ll
contlnue with our questlonlng and try to conclude your testlmony
today. You have indicated that somewhere there should lie the
- power to dlrect a mun1c1pa11ty or a water'consumer where to go>
to get his water. ‘ |

MR. WILENSKY: Right.

ASSEMBLYMAN RINALDI: That probably comes w1th1n the
broad scope of probably the coordlnatlon of our water supply.
Where do you thlnk that power should 11e°

MR. WILENSKY - Well, my own view is, belng that the
North Jersey is 1nvolved in the thing and strlctly in North Jersey”
we could be the agency. But 1t need not necessarlly be us. |
I don't think the Commission is begging for that authorlty. .Itl »
could just as well be in the Department of Conservation’andh
Economic Development or the Water Supply Councii,- it wouldhnakex
no.difference - as long as somebody has that power. |

ASSEMBLYMAN RINALDI: Does that thought somewhat pa:rallel‘
the thought of Commissioner Roe's Water Arbitration Board?:

'MR. WILENSKY: His board that he had in mind was Smely to
arbitrate d:Lsputes between munlclpalltles as to costs. It w_as a
thought that I had given to him during the emergency when
everybody said, "Well, you are ordering us tobdo this»and orderin§
us to do that, but who is going to pay for it?" So I suggested
that they put in arbitration and that is what we have. But I
think it isn't arbitration specifically.v'I go further than
Commissioner Roe, although'he indicated it to a certain extent.
He was more interestea in the'development of the resources, the

source of suppiy,:andeian't go down into the distribution thing.
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Ibthink that his agency or anybody in hiSJdgp§rtment or group in

his department should have the autho;ityatp say to this municipality,

"You shouldn't skip over all these sou;ceswof supply and get

your Water over there. You should get it here because they have .

the water available and have contracted for it and it is available

‘for you." For example, we have 9 million gallons now that is .
unsubscribed for. I can think of a half a dozen municipalities
that ought to pick up that 9, but they are out shqpping for cheap
water and Newark will come to them and say, "Oh, we will sell it 5
‘to you for less,” or Elizabethtown Water Company will say, "We'll
sell it to you for less," or Jersey City. The result is, they .
go in on témporary contracts and this 9 million gallons is not
subscribed for and we know that this is where they shoéuld go. By
all logical and engineering meahs;;this is where they should go -
for their water; But I don't blame thém for shopping.

So I say that the little differential in cost should not -
be the determining factor in ordering a municipality to go to
this location for his water supply. Otherwise, you can't plan
the whole northeastern part of.New Jersey. It is a hodgepodge.

I know of pipeiines that were built and never used because
that particular municipality found out they could get water from.
anoiher town and'they discontinued the use of a pipeline.

| Passaic Valley Water Commission sends water, I think it
is 12 or 13 miles away,.tovHarrison, New Jersey, way over in left .
field and there dre other sources of supply right next to Harrison.
Now the logical way to do it is that Harrison should be taking, let's
say, from Jersey City and the water that Harrison uses should go

to some other town closer by. Then Passaic Valley has a pipeline
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that hasn't been used. To me it has always been ridiculous
because certain towns go into expenditures for pipelines based
upon a temporary arrangement which is not going to be the
permanent arrangement.

In the drought when Newark was worse off than any
municipality in the State because of itself and its customers,
they had to build this emergency pipeline to the Elizabethtown
Water Company. They spent 3 1/2 or 5 million dollars to get that
line in there and they had to do it fast. They have a contract
with the Elizabethtown Water Company at a very cheap rate, $132
a million gallons. Why? Because it is surplus water. But they
can only take it eight months a year. They can take it not during
the summer months because during that period Elizabethtown needs
the waterbfor itself. So they get that water for eight mohths
a year. They say, "All right, we'll take it from them for éight
months a year and in the meantime we won't use our own reservoir."
Now that's a good system, but it is a “catchas catch can" problem
and I simply point that out to you, that when Elizabethtown is
going to need that water for itself, Newark can't rely on that
water . and the State approved of only a ten-year temporary contract
because it.is not a good permanent arrangement under the present
setup.

Now there may be differences of opinion on that, but I
simply bring that to your attention, that there has to be somebody
who says to Newark -- By the way, Newark started off in this
project and they applied for 5 million. Then they applied for 10
and then they applied for 15. And their tongues were hanging out

for water. Now they have this temporary arrangement and they say,
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"Well, this is all right. We will build a reservoir up at
Dunker's Pond and then we will jockey it arouﬁd}to get it." "
But that is not the way to run a good water system. There has
to be somebody up above'who says, “No, Newark, if you need
more water, you go to the Round Valley system and get your
water there and preserve that water for Central Jersey;‘even
temporarily, and not to go shopping for customers.” This is
most unusual. Here is Newark hungry, itself, for water and yet
it is out looking for customers. Now should the City of Newarkn
be the total water agency for the State or should the thinking and
the planning be in Trenton or in the North Jersey Commission, if
you want? We don‘t ask for it, but if YOu want to give us
that power, we would take it. But we think somebody ought to
have that power to say, not only as to the source of supply, but
where ¥0u>are going to go.' The State has the facilities and they
know exactly Where_the/demand is. They have their studies on
populaiion and industry and what not. That is what I think théy
mean by wéter management. That is what I think it means - reai
mémagement. True, it won't be the State's inoney, but it is the
State's water. The State ought to be able to say, "If you are’.going
£6 use our water, this is how you are going.to use it,”I One
city'may have to pay a little more and another one a little less,
but that's the facts of lifé.

Water is too vital to be kicked around for a few
dollafs difference in price. Somebody has to say, "It is our
water and we Want to give it to the people of New Jersey where
i£ is needéd and this is the way we are going to operéte."' In
tﬁat respect, I personally feel that water management is necessary.

It would have saved a lot of trouble in the past years.
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 ASSEMBLYMAN RINALDI: Mr. Wilensky, what you have
been referring to in your commehté, isn't that basically what
the Delaware River Basin Commission has been doing with
respeét to the consumers that lie within its jurisdiction?

MR. WILENSKY: Within @ its jurisdiction, right.

ASSEMBLYMAN RINALDI: Are you suggesting a Delaware River
Basin Commission type approach to New Jersey's water problems?

MR. WILENSKY: In effect, yes. |

ASSEMBLYMAN RINALDI: The Regional.Planning ASSociatioﬁ 
pbints to it as a model commission and it suggests véry‘strongly
.that New Jersey may well implement its whole water program with
such a commission;

MR. WILENSKY: In other words, regions of New Jersey
should be set up and the State should have its plan for where
the water is going to come from, how it is going to be brought
there and the major distribution lines, and they should not let
the municipalities shop around for water.

ASSEMBLYMAN RINALDI: In other words, water is such a
~ precious commodity today and the demand for it is going to increase
so substantially during the next 20 or 30 years that we éannot
continue to use our water resources in the way we have used them
in the past. 1Is that a fair conclusion?

MR. WILENSKY: That is a fair conclusion.

ASSEMBLYMAN RINALDI: Thank you.

ASSEMBLYMAN COBB: Mr. Wilensky, you are an attorney at
law?

MR. WILENSKY: Yes, I am.

ASSEMBLYMAN COBB: I think I forgot that listening to you.
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I enjoyed your remarks very much. I 1isten§d to themvgttentively
and I think they were lucid}and they were inteliigent and they.‘
were practical. I was very happy to hear your opinion that you ._
think the difficulties with the City of Newark wiil bevfe56lﬁedV .
within a reasohably short length of time and i wbuld liké to have
the pleasure of nominating you as the water czar of'New Jersey, 1if
the opportunity ever came up. Thank you.

MR. WILENSKY: Thank YOu very much. Maybe when I retire
from North Jersey, I_will do that as a side line.

SENATORIDOWD: I justvhave one question, Mr. Wilensky.
" You indicated that you feel there should be some authority to
designate to the municipalities as to whererthey should get theiru
source of water. |

MR. WILENSKY: Right.

SENATOR DOWD : Areryou also including private water
companies -- |

M‘R° WILENSKY: Yes.

SENATOR DOWD: [Continuing] == being subjected to that
authority? ’ |

MR. WILENSKY: Yes. I think we wouldn’t have too mﬁch of
a problem with them. Remember, with municipalities - .

| SENATOR DOWD: I mean interchangeably, any project,

whether it be municipal or otherwise. i |

MR. WILENSKY: Sure. Let me say this, wheﬁ you deal
with municipalities - we found this over and over againv- we start
to do business with one grdup of municipal officials and all of a
sudden they have an election and the whole package has to be redone

all over again. Then you find another municipality and get them
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squafed awéy and then another election comes in and that is all
changed. I find this with municipalities, if they are told and

if it is féir - if they are told Qhat to do and the State orders
it, they go baék to their peoplé and say, "This is what the

State wants us to do and we are going to do it,” and you take the
politicians off the spot, if you will pardon the‘expression, and
you do. They say, "We've got to do it." They are always looking_
for somebody to say that's what it is, juét like when they |
make up their budget, they have debt service, they have no choice -
they have to put it in. It takes the boys off the spot and I am being
| very practical about it. A new man comes in and says,‘"I didn't .
make this deal. 1It's terrible. I think we ought to rescind it,"
and what not. So I think you would be doing the local officials
and the local community a favor and I think the people in New
Jersey are ready for it. I think they are tired of heéring all
about all these fights and water problems. And I‘think you will

go down in the State's history as one Legislature that saw the
nature of the problem and solved it, and that's what they want -
wéter in the tap at a reasonable rate - and any of these prices,
believe me, are reasonable..

Methods of collection aré local problems and thatfs
another matter. But to bring pure, filtered water to a cityvline
for five cents a day for a family, it seems to me we are.talking
about peanuts in comparison to all the other problems the people
have to face in their lives.

ASSEMBLYMAN RINALDI: Thank you.

Assenblyman Gimson, do you have any questions?

ASSEMBLYMAN GIMSON: Just one thing to clarify it in my
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mind. North Jersey has contracted for 70 mgd. 1In fact, don’'t
you own 70 mgd of the water resources of Round Valley-Spruce Run?

MR. WILENSKY: No, we don't own that. Wé applied
for it.

ASSEMBLYMAN GIMSON: Now you are suggesting that the
Stgte of New Jersey charge you‘only for the contracted amounts
that you presently have out, 61.

MR. WILENSKY: Sixty-one.

ASSEMBLYMAN GIMSON: Then would yoﬁ make availablé to
the State that nine to resell or would you like us to hold that
for you for the time that you might be able to sell it?

| MR. WILENSKY: No, whatever we don't have, thekState

can resell it to anybody at all.

ASSEMBLYMAN GIMSON: So you would like to reduce your
contract to 61 instead of 70.

MR. WILENSKY: Yes, but in order to issue the bonds -
whoever contracts for the use of the water has to contract for 70
and so we arevsaying to the State, "We don't have any muhicipality
right now that has signed for it and we are asking you to sign
for the nine, pay for it, until a municipality is ready to use
it and then they will pick it up from you.” There are a few
muhicipalities who honestly, I think, over-extended themselves a
little bit. That is the reason you heard from Bloomfield for the:
high price of water. They had included in there not only the water
they are using, but the water that they are not going to use which
they have to pay for and that sort of doubles it up. It is a
little high.
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ASSEMBLYMAN GIMSON: Well, it is just like you intimated
earlier, it is a good thing the drought came ‘along.

MR. WILENSKY: Oh, yes.

ASSEMBLYMAN GIMSON: Or you probablvaouldn"t have
been able to sell the 61.

MR. WILENSKY: It would have taken us another ten years.

ASSEMBLYMAN GIMSON: All right. Would you then if we
said we would let you out of your contract for 70, feel justified
in letting your consumers out of their contracts to the point that,
let's say Bloomfield would only want 4.8 instead of 67?

MR. WILENSKY: Whatever the State would pick up, we would
relieve those municipalities that are hardest hit of their
obligation. For example, we know one municipality signed up for
3 and they really only need 1 or 1 1/2. That burden is too much
for them.

ASSEMBLYMAN GIMSON: So if you reduced your 61, what
amount of water, in effect, would you then be needing?

MR. WILENSKY: If we took, say, 14 off the 70, there
would be 56 million gallons a day that was contracted for that
the cities would have to pay for. The State would in effect lease
the balance of the water so we could issue the bonds for the
whole 70 and the municipalities would be paying for the 56 even
though a lot of them still wouldn't be using all that water. It
is still a big burden.

MR. BRUMALE: It would be between 4 and 5 million gallons
that some of the municipalities have over=-subscribed. plus the 9,

it would be 13 or 14.
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ASSEMBLYMAN GIMSON: In effect then, you are over-
subscribed, they are over-subscribed and we come down to.
somewhere around 56 or 54.

MR. WILENSKY: Something like that. I want you to
know this: When the contracts were drawn, it was anticipated =--
this is nothing new to the cities, but; you know, the adminis-
trations change -- the contract provided that we had a right to
build a project of a certain size and that when we had 50 million
gallons a day subscribed for, the contract became effective.

Now the City of Newark was the fourth of the eleven municipal-
ities that signed up and then at the end, the tail end, the last
one made the contract effective because we went over the 50.

The contract became effective. Now if Newark was let out with
15 million, we couldn't proceed with the thing because we
wouldn't have 50 million gallons a day. They have 15 out of 61.
So the contract would be ineffective and we couldn't proceed.

ASSEMBLYMAN GIMSON: Well, in effect, aren’t you asking
the State to do for you what Newark is doing to you?

MR. WILENSKY: No. .I would say this: I am not too
concerned - I am a lawyer and I have been in courts a long time
and know a good case from a bad case - I am not too concerned
about Newark's suit. The Supreme Court, I want you to know,
showed a very great interest in this whole water problem. Some
of them were familiar with it. Some of them were counsel to
Governors in the past and they knew all about it. The problem here
that we are presenting is that some of the municipalities equitably
are saying to us, "All right, the water is gqing to cost = it

could be $251 a million gallons if there is a 5 per cent interest -
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Yafé - but we have over subscribed.® Avmunicipality has
subscribed for 2 and only needs l. The water is going to cost
them $500 a million gallons. They didn't have the foresight toﬂ
check it out.

We are trying to help that municipality a little bit
and make them provide at least for their reasonable future.

Also we are saying, it is a little unfair to ask municipalities

who have subscribed for 61 to carry the ball for the other 9 million
gallons because they are not going to use it - somebody else is
going to use it. They are really finanéingimﬁnicipalities that
haven't come in. So we are saying, instead of the municipalities
financing future municipalities, we think that the State policy
should be that they will temporarily finance that 9 million gallons
a day.  Eventually it will be all paid.

ASSEMBLYMAN GIMSON: Isn't this the same type‘of charge
that used to be used in the bulk electricity program?

MR, WILENSKY: I am not too familiar with that, so I
couldn't say.

ASSEMBLYMAN GIMSON: In other words, you contract; where
you use it, you are O.K,; if you don'‘t use it, you are paying for
it anyhow.

MR. WILENSKY: Yes.

MR. BRUMALE: What they are asking, in effect, is that
they pay on a use basis rather than on a committed basis.

ASSEMBLYMAN GIMSON: Although“thisuwouldwextepd;thetrepayment
program to the State in effect. We would‘still be coming out
somewheres nearly right. Would you suggest that maybe this

might be an approach to look at in the future for financing water?
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MR. WILENSKY: I have a suggestion on that. I discussed
this with Commiissioner Roe and I know the appropriation procedure.
They raised the question: How can the State commit itself to
pay annually each year for a certain number of years? Isn't
that creating a debt for the State and how can one Legislature
bind the next Legislature?

ASSEMBLYMAN GIMSON: You can by a bond referendum.

MR. WILENSKY: Yes. But I said to them, “well, the
State leases buildings for 20 and 25 years for Motor Vehicle
Stations or other office buildings and that has been held to be
legal and each year the Legislature appropriates the rent for
that particular place and this could be considered in the same
category. The State would lease the 9 million gallons a day,
pay for it, but as it is picked up by another municipality, they
would have to reimburse the State for their expenditures over
a spread-out period. Now the same thing with this extension
which I didn't dwell on, but the Chairman did, this is a very,
very important extension affecting - I don't know if anybody
here is from Bergen County - - affecting Bergen County materially,
the Hackensack Water Company.

ASSEMBLYMAN GIMSON: That is that ten miles through
the Meadowlands? |

MR. WILENSKY: That'’s right. There too, Boonton and
Kearny would be interested in leasing their proportionate share
of that line, but there would be unused capacity. Now the
Hackensack Water might lease it in the future - I am pretty sure °
they are going to have to do it - or some other municipality in

that area is going to need it or even Newark in the Meadowlands.
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So for any unused capacity, if the State will follow the policy of
séying, “Now you municipalities go out and do as much as you

can and prepare a project commensurate with the future require-
ments and whatever you cannot commit yourself to or those

who can't, we will subsidize you temporarily only," - subsidize
those who haven't come in - "and we eventually will have to

be repaid by you," so without a bond issue and without goinéwto
tremendous expenditures you are saying, ‘Those peoplé who. need
the water - you must go out and extend yourself to a reasonable .
limit and for those areas and needs which for a little bit are
far beyond your requirements, we will be temporarily of help,"
then you don'‘t need any bond issue. But you do have a policy and
although Commissioner Roe feels it is within their administrative
power, I told him, and I think that the matter is of such
importance, it should not be done without legislative approval.

I think you ought to provide the direction and authority to

a department to go into such an undertaking. And if you do,

you don't have to have a bond issue.

ASSEMBLYMAN GIMSON: Now you propose to pick your water
up from a pipeline being built out of the North Dam of the Round -
Valley'Resérvoir.

MR. WILENSKY: No, we are going to take it right from
Bound Brook.

ASSEMBLYMAN GIMSON: You are going to take it from
Bound Brook and the confluence also.

MR. WILENSKY: Right.

ASSEMBLYMAN GIMSON: - Now Commissioner Roe and George

Shanklin have proposed that water can be used in the Round Valley
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area, put back in the river after its use and picked up and
used again at the confluence by both Elizabethtown and North
- Jersey with little loss of water.

| MR. WILENSKY: On reuse, did you say?

ASSEMBLYMAN GIMSON: On reuse.

MR. WILENSKY: Well, only those municipalities in
the Ra;itan drainage area - after they use their water, they
clean it up and put it back - they do that in the Passaic River -
will get it back. North Jersey water will not get back to the
Raritan.

ASSEMBLYMAN GIMSON: No, I am not talking about North
Jersey water; I am talking about water in the Hunterdon-Somerset
area that does lié in the Raritan watershed.

MR. WILENSKY: -- would be reused.

ASSEMBLYMAN GIMSON: Now this same type thing was
tried for years in the Passaic River énd the situation now in the
Passaic River is what?

MR. WILENSKY: It is very bad because all the municipal-
ities have not put in proper sewage £reatment plants and the State
Board of Health has just gotten an injunction against a lot
of municipalities in Morris County saying you cannot develop any
further until you provide thése proper sewage treatment plants
to treat the water before you put it back in.

ASSEMBLYMAN GIMSON: You don't see any problem in reusing
the water though.

| MR. WILENSKY: There is no problem if you treat it and
that is not cheap. As a matter of fact I think it costs more to

treat the sewage per million gallons than it does to provide the
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water. But water is being reused.

ASSEMBLYMAN GIMSON: So you have 70. Elizabethtown
has 70.

MR. WILENSKY: And they are asking for 20 more and we
were going to ask the State to reserve the second 20.

ASSEMBLYMAN GIMSON: That is 180.

MR. WILENSKY: That would be the whole 180. That
doesn't mean there is no water for the area. Temporarily all that
water is not going to be used and the State's plan-is and
Round Valley was designed - and I think it is one of the finest
things that was designed - so that when additional water is
needed, we will get it from the Delaware and that will‘provide ax
couple hundred million gallons a day. So I don't think that
the State is going to give this water away in perpetuity. By
the way, the State Water Policy Commission only gives these
grants on a 25-year basis and sometimes less because they have
learned from past experience you don’t give it away forever
because conditions changevand I think that would answer your
question.

ASSEMBLYMAN GIMSON: Would you like to buy Round Valley?

MR. WILENSKY: Would I like to what?

ASSEMBLYMAN GIMSON: Would your organization like tob
buy Round Valley?

MR. WILENSKY: We were originally going to bﬁild itvand
. then there was a big hassle between the people in that area ahdthé‘d&mﬁh
Then it was resolved that the State would take it over and there would
be water for both. Round Valley was origiﬁally proposed by us ﬂ

just for North Jersey and there was a lot of trouble in the area
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because they felt we were tak ing water out of thé,area,apd.v
transporting it elsewhere. The conclusion was finally_reached
that the water belongs to all of the people and not just part

of the people. So there was a fair compromise. I think it

was fair. We have to look at it as a group and not be so
provincial. And I think the State is acting properly in looking
to the Delaware, not just for this area, but for all areas. When
I was in the Legislature, we voted to buy the Wharton Tract,
100,000 acres with tremendous subterranean waters, all for the

protection of the future of Southern New Jersey and they don't

need it and probably won't need it for another twenty years, but .

I think it is one of the finest investments made. So South

Jersey has that tremendous resource for fresh water, whereas the

northern part and the central part of New Jersey have to lookvto
three rivers primarily and subterranean waters, and that is,
the Raritan River, the Passaic River and the Hackensack River.
Those are the riversthat we have interstate. When I was in the
United States Supreme>Court case, we had to show that our
developments are limited by those three rivers, and we have to
go to the Delaware River for our additional water.

ASSEMBLYMAN GIMSON: Now will you answer my question?
Would you like to buy Round Valley?

MR. WILENSKY: If I had the money, I sure would because
I will tell you this much - I know that when the bonds aré paid
off, you have a bonahza. Now there is a clause in there that
I. got in there for the benefit of the cities and somebody is
going to wake up to it some day, and that is, when the bonds are

paid off, the State cannot charge any rate - it can only charge
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its operational expenses. So the Elizabethtown Water people -
anybody buys from there - when those bonds are paid off, the
State won't charge $32 a million gallons. They will probably
charge $5, $6 or §7.

MR. BRUMALE: There would be no charge for raw water.

ASSEMBLYMAN GIMSON: Then we won'‘t sell raw water.

MR. WILENSKY: I will give you another rule of thumb.
In most developments you will find that two-thirds of the cost
is interest and amortization and one-third is generally the
operating expenses.

ASSEMBLYMAN GIMSON: I noticed that provision in
there.

MR. WILENSKY: It is in there. Did you see it?

Well, I take responsibility for it.

ASSEMBLYMAN RINALDI: Thank you very much, Mr. Wilensky
and Chairman Brumale. We have no further question and the time
is growing late. It is quarter after five. Our last witness,
Mr. Capen, a very distinguished water man in the State, has
graciously consented to come back tomorrow and, accordingly we
will end the testimony today. Thank you for your time and
information.

MR. WILENSKY: It has been our pleasure.

[Hearing adjourned]
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