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Digesting New Jersey’s Drinking Water 

And Sewerage System Connection Fee Credits  

Frank Scangarella, Esq. 

 

P.L. 2018 c.74 (the “Amendment”) amended the sewer connection fee provisions of the 

Sewerage Authority Law (N.J.S.A. 40:14A-8), the water and sewer connection fee 

provisions of the Municipal and County Utilities Authorities Law (N.J.S.A. 40:22B-22), the 

water and sewer connection fee provisions of the Municipal and County Utilities Sewerage 

Act (N.J.S.A. 40A:26A-11), and the water connection fee provisions of the County and 

Municipal Water Supply Act (N.J.S.A. 40A:31-11), (individually “Local Government Unit” 

or “LGU” and collectively, “LGUs”).   

 

The Amendment (i) authorizes an LGU to charge ratepayers additional connection fees for 

changes in Use;1 (ii) limits an LGU’s authority to award Service2 connection fee credits 

(“Credits”); and (iii) prescribes the methodology to be employed by an LGU in calculating 

Credits.  Although the Amendment resolves some uncertainties in imposition of connection 

fees and Credits, the Amendment has proven challenging in application. This article will 

provide guidance to LGU’s in implementing the Amendment, suggestions for avoiding 

pitfalls, and recommendations for legislative clarifications to address ambiguities. 

  

Introduction 

 

Before embarking on the statutory analysis, it is best to recognize the Amendment’s 

overriding objective as providing simplicity and equity in the calculation of connection fees 

and Credits.  It is against this backdrop that the Amendment should be read.   

 

The Amendment is most readily understood by applying a series of logical inquiries to 

address the scenarios from the straightforward to the more complex.  To that end, in 

applying the Amendment to any particular fact pattern, the reader should proceed through 

each set of inquiries in the order presented, and avoid skipping to a particular portion of the 

analysis.  

 

Note that documentation of a property’s prior Use is critical to successfully undertaking the 

connection fee analysis in many cases.  Frequently, connection fee filings serve as an LGU’s 

only detailed record of a Property’s System3 demand.  When considering Service 

                                                           
1 This article does not address connection fee calculations relative to Service connection applications for 

affordable housing developments (N.J.S.A. 40:14A-8.3; 40:14B-22.3; and 40A:31-11.3).   
2 In this article, “Service” means sewer service by an entity established pursuant to N.J.S.A. 40:14A-1 et 

seq.; water or sewer service by an entity established pursuant to N.J.S.A. 40:14B-1 et seq.; sewer service by 

a county or municipality operating a county or municipal sewerage facility established N.J.S.A. 40A:26A-1 

et seq. and water service by a county or municipality operating a county or municipal water supply facility 

established  pursuant N.J.S.A. 40A:31-1 et seq. 
3 In this article, “System” means a sewerage system of an entity established pursuant to N.J.S.A. 40:14A-1 

et seq., and 40A:26A-1 et seq.; water system or sewer system of an entity established pursuant to N.J.S.A. 
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applications for Properties which haven’t paid prior connection fees, some LGUs require 

the applicants to produce documentation from the municipality evidencing prior site 

activities with sufficient detail to enable the LGU to verify prior Use.  Such a practice is 

effective in focusing limited LGU resources on application review and should be 

incorporated into the Service application.  

 

Lastly, the article defines the term “Use” as a generic reference to the metric employed by 

an Authority to measure a property’s use or demand of System resources, whether it be the 

number of residential units and bedrooms therein, square footage of residential or 

commercial space, number of bathrooms or some other metric.  Certainly, the availability 

of metered data for drinking water flow when calculating drinking water connection fees 

and sewer flows when calculating sewer connection fees provides an accurate basis for 

calculating Use.  Although an LGU’s reliance on drinking water use as a proxy for prior 

sewer service in systems lacking sewer meters is a reasonable measure for calculating sewer 

bills, it presents challenges to measuring Use in applying the Amendment’s fee calculations 

as discussed below.  

 

Service Connections Less than 20 Years 

 

The Amendment employs two independent analyses predicated on the number of years a 

property has received Service.  Answering the following three questions should be first 

applied to Service connections less than 20 years (N.J.S.A. 40:14A-8a; 40:14B-22a); 

40A:26A-11.1; and 40A:31-11.1): (i) has the property paid a prior connection fee, (ii) does 

it utilize the existing physical connection, and (iii) does the new Use exceeds 15% of the 

old Use (hereafter “Material Increase in Use”)?4  If the answer to all three questions is “yes,” 

the new connection fee is equal to the increase in Use. See, N.J.S.A. 40A:14A-8a(b); 

40:14B-22a(b)); 40A:26A-11.1(b); and 40A:31-11.1(b)). If there is no Material Increase in 

Use, the Amendment is clear that no connection fee can be charged.    

 

For a property receiving Service for less than 20 years, that (i) requires a new physical 

connection, and (ii) the new Use constitutes a Material Increase in Use, an argument can be 

made that the Amendment authorizes the LGU to impose a connection fee without regard 

to prior Use and without regard to whether a prior connection fee was paid. See, N.J.S.A. 

40A:14A-8a(c); 40:14B-22a(c); 40A:26A-11.1(c); and 40A:31-11.1(c).  The Amendment 

does not permit imposition of a connection fees for a new physical connection for which 

there is no Material Increase in Use.  Note: although the Amendment ostensibly applies the 

concept of a credit for properties receiving Service for less than 20 years, it specifically 

limits the term “Credit” to properties receiving Service for 20 or more years.  

  

                                                           
40:14B-1 et seq.; sewer system of a county or municipally operated county or municipal sewerage facility 

established N.J.S.A. 40A:26A-1 et seq. and water system of a county or municipally operated county or 

municipal water supply facility established  pursuant N.J.S.A. 40A:31-1 et seq. 
4 A specific definition of material increase in use is set forth in N.J.S.A. 40:14A-8a(d); 40:14B-22a(d); 

40A:26A-11.1(d); and 40A:31-11.1(d). 

. 
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Service Connections of 20 or More Years 

The real challenge in assessing connection fees rests with properties connected to the 

System for 20 or more years and whether the connection fee should be offset by a Credit.  

Here also, the analysis is simplified by addressing two preliminary questions: is the property 

currently receiving Service;5 or have Service charges been paid for less than one of the last 

five years?  If the answer to either of the above is “yes,” the property is ineligible to receive 

a Credit. See, N.J.S.A. 40:14A-8.5(a), and 8.5(a)(2); 40:14B-22.5(a), and 22.5(a)(2); 

40A:26A-11.2(a), and 11.2(a)(2); and 40A:31-11.2(a), and 11.2(a)(2). 

 

Simple enough, but the above analyses represent a small subset of the scenarios likely to be 

encountered by LGUs in addressing Service connection applications.  Assuming the 

property is not receiving Service and has paid Service charges in at least one of the last five 

years, the next step in the analysis is to identify whether the property meets the 

Amendment’s definition of “disconnected property” as well as “period of disconnection.” 

The Amendment provides that  

 

“’[D]isconnected property’ means a property that has been physically 

disconnected from the [System] or a property not physically disconnected 

but to which [Service] has been discontinued without payments being 

made. A “disconnected property” shall not include a property that has been 

temporarily disconnected from the [System] or to which service has been 

discontinued without payments being made for less than 12 consecutive 

months and is being reconnected as it existed, prior to the temporary 

disconnection or discontinuance of service.” N.J.S.A. 40A:14-8.5(e), 

N.J.S.A. 40B:14-22.5(e); 40A:26A-11.2(e); and 40A:31-11.2(e).   

 

Although the Amendment does not articulate the definition of “period of disconnection,” it 

is critical to the Credit calculation.  The Amendment’s Credit provisions rely heavily upon 

“reconnection of a disconnected property” (N.J.S.A. 40:14A-8.5; 40:14B-22.5; 40A:26A-

11.2 and 40A:31-11.2) but also requires the period of disconnection to be known when 

considering the applicability of Credits at the time of processing the Service connection 

application. See, N.J.S.A. 40:14A-8.5(c)(1), 40:14B-22.5(c)(1); 40A:26A-11.2(c)(1); and 

40A:31-11.2(c)(1). Thus, it is incumbent on LGUs to make a determination as to a 

property’s period of disconnection of the System.  This determination is further complicated 

by the fact that properties whose “periods of disconnection” exceed 5 years are statutorily 

prohibited from receiving a Credit. N.J.S.A. 40:14A-8.5(d); 40:14B-22.5(d); 40A:26A-

11.2(d); and 40A:31-11.2(d).   

 

In response, some LGUs have deemed the date of receipt of the Service connection 

application as the “end of disconnection” for purposes of calculating the Credit, but subject 

                                                           
5 The Amendment speaks in terms of “reconnection of a disconnected property” (N.J.S.A. 40:14A-8.5(a), 

40:14B-22.5(a); 40A:26A-11.2(a); and 40A:31-11.2(a)). As discussed below, a property receiving Service at 

the time of the connection fee application cannot be deemed a “disconnected property.”  
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Credit eligibility to reconnection of the property within the 5-year period.  Specifically, the 

Service approval advises the applicant of the amount of the Credit, but conditions Credit 

eligibility and award on the property owner’s submission of verification of Service 

reconnection on or before the calculated 5-year deadline.  (Hereafter, “Reestablishment of 

Service”). 

 

Physically Disconnected Properties 

 

The physically disconnected property presents the easiest case of determining “disconnected 

property.” Note however, that while the definition flirts with excluding physical 

disconnections of less than 12 months as temporary, this period of physical disconnection 

only constitutes a temporary disconnection when “reconnected as it existed” prior to the old 

Use, arguably no increase in use.  

 

In the context of a physically disconnected property, the analysis continues as to whether 

the property has been disconnected for greater than 5 years, in which case a Credit is 

unavailable as discussed above.  

 

If the property has been disconnected for less than 5 years, has the property previously paid 

a connection fee?  If so, and the new Use is the same as the old Use, understandably, the 

Credit is equal to the amount of the connection fee (i.e., no connection fee is charged), 

consistent with the objectives of equity stated above. (See N.J.S.A. 40:14A-8.5(b)(1); 

40:14B-22.5(b)(1); 40A:26A-11.2(b)(1); and 40A:31-11.2(b)(1)).   As discussed above, the 

SA will also notify the applicant in the System connection approval that Credit eligibility is 

subject to the applicant’s Reestablishment of Service.  

 

If there is a physical disconnection and the new Use is greater than the old Use, the net effect 

is to charge the property a connection fee equal to the increase in Use. (See N.J.S.A. 40:14A-

8.5(b)(2); 40:14B-22.5(b)(2); 40A:26A-11.2(b)(2); and 40A:31-11.2(b)(2)).  Note here, the 

consideration of “increase in Use” is a simple comparison of old and new Use without 

consideration of Material Increase in Use discussed above.  Note again, the applicant will 

be notified in the connection fee approval that Credit eligibility is subject to the applicant’s 

Reestablishment of Service. 

 

Unfortunately, in urban areas, the majority of disconnections are for discontinued service 

(as opposed to physical disconnections), many properties have not previously paid 

connection fees, and there are numerous applications for connection fees for consolidated 

properties.   

 

Properties to Which Service Has Been Discontinued 

Without Payments Being Made 

 

The full weight of the Amendment’s complexities is felt when assessing applicability of a 

credit for “properties not physically disconnected but to which service has been 

discontinued without payments being made.” N.J.S.A. 40A:14-8.5(e), N.J.S.A. 40B:14-
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22.5(e); 40A:26A-11.2(e); and 40A:31-11.2(e). In evaluating whether Service has been 

discontinued, LGUs possessing metering data for the respective Service to which the 

System application applies (e.g., availability of drinking water meter readings in assessing 

a drinking water service connection application) define the date of suspended service rightly 

as last day of metered use.  For Systems lacking metering data for the respective Service to 

which the System application applies, the recommended path is for the LGUs to issue a 

formal determination based upon the property owner’s submission of proof of discontinued 

water service and to make such suspension of Service effective on the date of the LGU’s 

determination.   

 

In the absence of metered data for the respective Service to which the System application 

applies, an LGU’s utilization of its date of determination of discontinued use as opposed to 

the dated receipt for termination of Service enables the LGU to align the period of 

suspension of Service with suspension of billing yielding two benefits: first, the frequency 

of Service payment refunds attributable to payments made during the period of suspended 

Service is significantly reduced; and second, it ensures that in virtually all cases, the LGU 

no longer bills the property owner during the period of discontinued service, thus alleviating 

the need for the LGU to address the paradox of whether a property owner who is billed and 

dutifully makes payments during a period of suspended service but subsequently refunded 

such payments, should be deemed to not have made payments during the period of 

suspended service.6  

 

Note however, that the definition of “disconnected property” provides some guidance as to 

whether a suspension of Service is “temporary” in the context of suspension of Service (and 

thus not deemed to be a disconnected property).  While LGUs define the time period 

differently, the Amendment’s specific reference to “payments not being made” (emphasis 

added) expressly requires more than one payment cycle to have elapsed.  Given the apparent 

discretion granted LGUs by the Amendment, it would appear appropriate for an LGU that 

bills quarterly to define “disconnected property” as a property that has been physically 

disconnected from the System or a property not physically disconnected but to which 

Service has been discontinued without 3 payments being made.”  Such a clarification would 

provide some flesh to the concept of “temporary disconnection.” As stated above, this logic 

is unavailable in defining a temporary physical disconnection. A revision to the Amendment 

to resolve this ambiguity would appear to be in order.  

 

Assuming the property is deemed to be disconnected on the grounds that Service has been 

discontinued without payments being made, the analysis continues as to whether the 

disconnection has exceeded 5 years, in which case a Credit is unavailable.  

 

For such properties disconnected for less than 5 years, and for which prior connection fees 

have been paid, the credit analysis is consistent with that employed for physically 

disconnected properties, i.e., the net connection fee reflects the increase in Use. (See 

                                                           
6 If payments are deemed to not have been made, the property is not disconnected and the property owner is 

ineligible for a Credit. But in so doing, the LGU should look forward to responding to how it could have 

reached such a decision if payments were made upon receipt of LGU billing invoices and the payments were 

subsequently refunded.  
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N.J.S.A. 40:14A-8.5(b)(2); 40:14B-22.5(b)(2); 40A:26A-11.2(b)(2); and 40A:31-

11.2(b)(2)).  Note, the applicant will be notified in its approval of the Service connection 

that Credit eligibility is subject to the applicant’s Reestablishment of Service. 

 

For such properties that have not previously paid connection fees, in most cases, the Credit 

analysis authorizes the LGU to recoup previously unpaid Service charges, plus charge a 

connection fee equal to the lesser of the new connection fee or twenty percent of the annual 

Service that would have been paid for the period of disconnection (e.g., if the annual Service 

was $400 and the period of disconnection was 3 years, twenty percent would be equal to 

$300). (See N.J.S.A. 40:14A-8.5(b)(3); 40:14B-22.5(b)(3); 40A:26A-11.2(b)(3); and 

40A:31-11.2(b)(3)).  Again, the applicant will be notified in the approval of the Service 

connection that Credit eligibility is subject to the applicant’s Reestablishment of Service. 

 

Consolidated Properties 

LGUs in urban areas experiencing significant economic development routinely receive 

applications comprised of multiple previously independent lots.  The Amendment provides 

no guidance as to how LGUs should address such connection fee applications. The 

complexity of analyzing these lots is self-evident: portions of these consolidated lots haven’t 

previously received Service; were not disconnected; haven’t paid Service for more            

than 5 years; and other factors to be applied in the above analysis.  

 

The Amendment’s reference to a “property connected to the [System]” (N.J.S.A. 40:14A-

8a; 40:14B-22a; 40A:26A-11.1; and 40A:31-11.1), and “reconnection of a disconnected 

property” (N.J.S.A. 40:14A-8.5; 40:14B-22.5); 40A:26A-11.2; and 40A:31-11.2), and the 

extreme complexity in applying the Amendment’s analysis in the context of such properties, 

provides strong support that consolidated properties are not within the purview of the 

Amendment. To the contrary, a more reasoned approach is to deem such consolidated 

properties as new connections under Section 8 of the Sewerage Authorities Law and 

Municipal, Section 22 of the County Utilities Authorities Law, Section 11 of the Municipal 

and County Utilities Sewerage Act, and Section 11 of the County and Municipal Water 

Supply Act.  

 

Conclusion 

 

Authorities are aided by the Amendment in identifying circumstances in which connections 

fees are charged and similarly for issuance of Credits. Given the consequences of applying 

the amendment incorrectly, especially in Systems having high Service connection fees, 

LGUs are advised to proceed cautiously.  Moreover, although Authorities may wish to 

provide more equity in their award and calculation of Credits, LGUs should be equally 

cognizant of the significant constraints of the Amendment in their exercise of discretion.  


