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Perth Amboy council looks into cause for $17 monthly increase in water/sewer fees

STAFF REPORT

PERTH AMBOY — The city tried to defer the inevitable, according to an attorney who served as Perth 
Amboy's bond counsel for a public private partnership with Middlesex Water Company.

When an accumulating shortfall in funds owed by the city to the water company was uncovered, the city 
tried to defer that payment, said attorney Edward J. McManimon III of McManimon & Scotland in 
Newark.

The view from the prior administration was that the city's ongoing redevelopment would provide more 
water and waste water users, and thus more revenues, without having to raise rates to address the 
shortfall, he said.

"It just didn't happen," said McManimon during an investigative hearing before the Perth Amboy City 
Council on Thursday, Sept. 4. "The assumptions by the administration didn't pan out. They had good 
intentions to keep the rates low."

Instead industrial users left or didn't use the amount of water expected, new residential construction 
didn't develop as quickly as expected, employee costs increased, security costs increased after Sept. 11, 
2001 and new meters showed less water was being used by the city customers.

The end result is that this year city customers are going to have to start paying for a nearly $5 million 
shortfall in the operation of the utility.

Council members are scheduled to vote Wednesday, Sept. 10, to raise city water and waste-water rates 
by about $17 a month for the average residential customer, starting next month.

During a nearly five-hour hearing on Thursday, Sept. 4, City Council members and members of the 
administration questioned former business administrators Donald Perlee and Dianne Roman, McManimon 
and Dan Marinello, a city financial advisor from N.W. Financial Group in Jersey City about how the 
shortfall occurred and who knew about it.

Questions directed to nearly all the witnesses were about who attended meetings or discussions about 
the shortfall.

Perlee and former Mayor Joseph Vas emerged as two city officials involved in the discussions. But Perlee, 
who retired last year, noted that in 2006, which is when the shortfall was discovered, he was out for 
some time due to illness.

In early 2006 Vas also was absent a great deal from city operations due to his failed attempt win the 
Democratic Party nomination for the 13th Congressional District seat. Vas, who was not available for 
Thursday's meeting, has been asked to attend a special meeting Tuesday, Sept. 16, to discuss the 
shortfall.

During this year's mayoral race, Mayor Wilda Diaz criticized Vas, a 19th District state assemblyman, for 
making one-shot revenue deals and for a lack of focus which allowed things to slip through the cracks. 
She contended that during the past few years he was preoccupied with running for mayor, assembly and 
congress.



Perlee testified that for the most part the partnership between the city and Middlesex Water, started in 
1999, achieved the goals of upgrading Perth Amboy's water system and improving the quality of water. 
However, it fell short on plans to sell water to additional markets. When costs began to exceed the 
amount of revenue coming in, Perlee said the city questioned those costs and sought reductions.

"Was the City Council notified of the shortage?" Councilman Fernando Gonzalez asked.

"No, I did not report it to City Council," Perlee said.

He said the shortage was included in an annual report prepared by Middlesex Water Company and given 
to the city administration. Perlee said he did not know if the report was forwarded to the City Council.

Perlee said the discrepancy over the costs went back and forth until 2007 when there were negotiations 
to settle the dispute.

McManimon said an agreement was reached this year for Middlesex Water Company to accept $4.1 
million in payment spread out over 11 years, starting with fiscal year 2009 which began on July 1, 2008 
— the day Diaz took office. He said the agreement could be done without coming before the City Council.

"I had the authority of the mayor to settle," McManimon said, adding Vas agreed to the terms in March.

He said Vas agreed to the terms of the agreement in March.

"March was too close to the election. He (Vas) wasn't going to make that public," said City Council 
President Peter Jimenez.


