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BY THE BOARD:

BACKGROUND

In accordance with the New Jersey Board of Public Utilities' ("Board") January 6, 2003 Order in
Docket No. GX01050304, New Jersey Natural Gas Cornpany ("Petitioner," "Company," or
"NJNG") filed its annual Basic Gas Supply Service ("BGSS") petition with the Board on June 1,
2006. The Company's petition sought to (1) decrease it~) Periodic BGSS rate applicable to
those customers subject to the Periodic BGSS Pricing Mechanism from $1.2597 per therm
including taxes to $1.1493 per therm including taxes; and (2) modify its BGSS interest
calculation methodology, whereby in lieu of interest being c:alculated on a monthly basis at the
Company's authorized overall rate of return, as done under the current methodology, the
interest rate used for the calculation would be the prevailing Societal Benefits Clause rate. The
Company's proposed adjustment to its Periodic BGSS rate would result in a decrease of
approximately 6.6 percent or $11.04 per therm after tax, to the average NJNG residential
heating customer using 100 therms monthly. The BGSS year was for the twelve months ended
September 30, 2007.

Pursuant to L. 2006, c. 44, the New Jersey sales tax rate increased from 6 percent to 7 percent
effective July 15, 2006. Due to the enactment of L. 2006, c. 44, NJNG sought to decrease its
Periodic BGSS rate by $0.1115 per therm including taxes, effective October 1, 2006, thereby
decreasing NJNG's current after tax rate of $1.2716 per therm to $1.1601 per therm after taxes.
The resulting decrease to the average NJNG residential heating customer using 100 therms
monthly would be $11.15. The annual revenue decrE3ase to the Company would be
approximately $53.4 million.

The Company also provided preliminary notice to the Board, in its petition, that it intended to
issue refunds in September 2006 to its Periodic BGSS customers, based upon Periodic BGSS
volumes consumed by individual customers during the period of February 1, 2006 through
August 31, 2006. On August 25, 2006, the Company notifiled the Board that it was refunding a



total of $22.5 million pre-tax BGSS recovery to all Periodic BGSS customers based upon their
Periodic BGSS usage for the period from February 1, 2006 to July 14, 2006. The pre-tax refund
per therm amounted to $0.1137. The estimated average refund per customer amounted to

$52.57.

This matter was transmitted to the Office of Administrative I_aw ("GAL") as a contested case and
assigned to Administrative Law Judge Richard McGill.

On July 13, 2006, two public hearings in this matter were held in Freehold, New Jersey. One
hearing was held in the afternoon and the other was held in the evening.1 The public hearings
were preceded by notices in newspapers of general circulation throughout the Company's
service territory. The public notices also advised customers that the Board granted the
Company the discretion to self-implement an increase in its BGSS rates to be effective
December 1, 2007 and/or February 1, 2008, with each increase capped at 5% of the total NJNG
residential bill. The public notice also stated that the Company is permitted to decrease its
BGSS rate at any time upon two weeks' notice to the Board and Rate Counsel. No members of
the public appeared at the public hearings.

On August 17, 2006, NJNG, Rate Counsel, and Board Staff, the only parties to this proceeding
(collectively, the Parties) entered into a Stipulation that provided for a provisional decrease in
the Company's BGSS rates effective October 1, 2006. On September 29, 2006, the Board

approved the Stipulation.

Following a review by, and subsequent discussions among the Parties, on March 6, 2008, the

Parties entered into the attached Stipulation.

On March 20, 2008, ALJ McGill issued his Initial Decision recommending Board approval of the

Stipulation.

By letter dated April 21, 2008, Tracey Thayer of the Company, in response to a request from
Sarah Steindel and Henry Ogden of the Department of the Public Advocate, Division of Rate
Counsel, provided the following information to Rate Counsel and Board Staff: (1) a statement
indicating that the Company made a one-time credit of $300,000 to the current BGSS deferred
cost balance, (2) information concerning the suspension of the summer meter reading schedule,
(3) a statement explaining the impact of updating the base load factors used to estimate
customers' usage for months in which the Company does not obtain an actual meter reading,
supported by a schedule showing changes resulting from the base load factor updates, and (4)
(a) internal memoranda recommending that meters be read on a monthly basis, (b) a schedule
comparing the estimated cost impacts of manual meter reading to that of AMR (Automated
Meter Reading), and (c) a schedule showing the price estimate for the Company's current meter
reading system using AMR technology based on a portion of the Company's territory and one-
year deployment. According to the terms set forth in the Stipulation, indicated below, the
$300,000 credit was to be made within five days of Board approval of this Stipulation. Similarly,
the other information provided to Rate Counsel was to be :50 provided within five days of such
Board approval. However, the Company explained that it was providing this information in
advance of Board approval to assist Rate Counsel in its review of the Company's meter reading

1 The public hearings in this matter were held together with public hearings in another pending NJNG

matter, In the Matter of the Petition of New Jersey Natural Gas Company for the Implementation of a
Conservation and Usage Adjustment, BPU Docket No. GRO5121020.
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processes and proposed modifications in the Company's currently pending base rate case in
Docket No. GR0711 0889.

STIPULATION2

The key provisions of the Stipulation are as follows:

The BGSS rate of $1.1601 per therm, approved by the Board on a provisional
basis (after taxes) on September 29, 2006, shall be deemed to be a final rate.

II NJNG's request for a modification to its BGSS interest calculation methodology is
withdrawn by the Company.

III The Stipulation resolves all issues related to the amounts of the gas costs and
recoveries claimed by the Company in the instant filing. With respect to the pending
NJNG BGSS case, Docket No. GRO7060358, Rate Counsel agrees not to challenge
NJNG's practice of using "calendarized" revenues (estimated total revenue attributable
to gas deliveries in a calendar month) for the purpose of determining its gas cost
recoveries and deferred gas costs.

IV NJNG will make a one-time credit to its current BG~)S deferred cost balance of $300,000
within five days of the Final Board Order approving this Stipulation. This credit will be
the responsibility of NJNG's shareholders. NJNG will not seek to recover this amount
from ratepayers.

v In 2007, NJNG suspended the summer meter reading schedule approved by the Board
in Docket No. GO98050266U in Orders dated July 3, 1998 and June 9, 1999. During the
months of June, July and August, NJNG customers will now be read on a standard bi-
monthly cycle meter reading basis. Within five day~) of the Board Order in this case, the
Company will provide Rate Counsel and Board :3taff with copies of all memoranda,
reports, supporting calculations and analyses, and other documents related to NJNG's
decision to suspend the summer meter reading sichedule. NJNG will not resume the
previous summer meter reading schedule without further Order of the Board, and after
notice has been provided to Rate Counsel and Staft:.

VI NJNG has updated the base load factors used to estimate customers' usage for the
months in which the Company does not obtain an actual meter reading. Within five days
of the Board Order in this case, the Company will provide Rate Counsel and Board Staff
with copies of all memoranda, reports, supporting ,calculations and analyses, and other
documents related to such base load factor updates,.

VII NJNG will conduct additional operational reviews of its meter reading process, including
the consideration of possible modifications to its current bi- monthly meter reading
schedule included in the Company's Tariff. The re~)ults of the operational review will be
provided and subject to discovery and review by Ftate Counsel, Board Staff, and other
parties in the Company's current base rate case, D'Dcket No. GR0711 0889. Any related
memoranda, reports, supporting calculations and analyses, and other documents related

2 This is only a summary of the key provisions. The Stipulation 01: Settlement is the controlling document,

subject to the findings and conclusions set forth in this Order.
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to such reviews that are currently in existence will be provided to Rate Counsel, Staff
and other parties within five days of the Board Order in this case.

VIII NJNG is currently conducting an internal review of the therm and revenue recognition
process which is a component of the deferred gas costs and gas cost recoveries. The
Company will provide a detailed report concerning the outcome of that internal review
and all memoranda, reports, supporting calculation!; and analyses and other documents
related to such review. The results of that review will be provided in the Company's 2008
BGSS filing to be made no later than June 1, 2008.

IX Company's gas costs and recoveries will remain :subject to audit by the Board. The
Board's approval of this Stipulation shall not preclude or prohibit the Board from taking
any such actions deemed to be appropriate as a result of any such audit. This
Stipulation is not intended to affect in any way the Board's authority in connection with
any Board-ordered audit, including, without limitation, any future audits of the NJNG's
Levelized Gas Adjustment Clause and/or BGSS Clause.

DISCUSSION AND FINDINGS

The Board, having reviewed the Initial Decision and StiplJlation in this proceeding, HEREBY
FINDS them to be reasonable, in the public interest, and in accordance with the law.
Accordingly, the Board HEREBY ADOPTS the attached Initial Decision and Stipulation in their
entirety and HEREBY INCORPORATES their terms and col1ditions as though set forth herein.3

The Board HEREBY ORDERS that the decrease in the Company's after-tax per-therm BGSS
rates for all applicable service classifications from $1.2716 per therm to $1.1601 per therm after
taxes be made final, effective on the date of this Order. Any over-recovery at the end of the
BGSS period shall be subject to refund with interest.

The Board HEREBY ORDERS the Company to issue a one-time credit to its current BGSS
deferred cost balance of $300,000 within five days of the date of this Order.
The Board HEREBY ORDERS the Company to provide IRate Counsel and Board Staff with
copies of all memoranda, reports, supporting calculations ,and analyses, and other documents
related to its decision to suspend the summer meter reading schedule, within five days of the
date of this Order.

The Board HEREBY ORDERS the Company to provide R,ate Counsel and Board Staff within
five days of the date of the Order with copies of all memoranda, reports, supporting calculations
and analyses, and other documents related to the Company's updated base load factors used
to estimate customers' usage for the months in which the Company does not obtain an actual
meter reading.

3 The Board acknowledges, as noted earlier in this Order, that in an April 21, 2008 letter from Tracey

Thayer of NJNG to Ms. Steindel and Mr. Ogden of the Department of the Public Advocate, Division of
Rate Counsel, the Company has provided certain information and represents that certain obligations in
the Stipulation have been satisfied in advance of the Board's approval of the Stipulation. The issue
whether the letter and information in the letter satisfy the terms ojf the Stipulation is not before the Board.
Therefore, the Board sets out in the following paragraphs the Company's obligations under the Stipulation
and makes no determination whether those obligations have been satisfied.
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The Board HEREBY ORDERS the Company to conduct additional operational reviews of the
meter reading process, including the consideration of possible modifications to the current bi-
monthly meter reading schedule included in the Company's Tariff. The Company is HEREBY
ORDERED to provide in its current base rate case, Doc;ket No. GR07110889, copies of all
memoranda, reports, supporting calculations and analys4~s, and other documents related to
such reviews that are currently in existence, within five days of this Board Order, to Rate
Counsel, Board Staff, and other parties to the base rate ca~)e.

The Board HEREBY ORDERS that the results of NJNG's internal review of its therm and
revenue recognition process be provided in the Company's 2008 BGSS filing to be made no
later than June 1, 2008. The Company is to provide a detailed report concerning the outcome
of that review and all memoranda, reports, supporting calculations and analyses and other
documents related to such review.

The Board HEREBY ORDERS that NJNG file the appro~lriate revised tariff sheets within ten
(10) days of this Order.

The Company's BGSS costs will remain subject to audit by the Board. This Decision and Order
shall not preclude the Board from taking any such actions (jeemed to be appropriate as a result
of any Board ordered audit.
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State of New Jersey
OFFICE OF ADMINISTRA T:IVE LAW

~lL DECISION
SETTLEMENT
OAL [)KT. NO. PUC 11432-06
8PU [)KT. NO. GRO6060415

IN THE MATTER OF THE PETITION
OF NEW JERSEY NATURAL GAS
COMPANY FOR THE ANNUAL REVIEW
AND REVISION OF ITS BASIC GAS
SUPPLY SERVICE (BGSS)
FOR FlY 2007.

Tracey Thayer, Esq" for New Jersey Natural (3a8 Company

John A. Hoffman, Esq., and Matthew M. Wei~;snnan, Esq" for New
Jersey Natural Gas Company (Wilentz, Goldman & Spitzer,
attorneys)

Babette Tenzer, Deputy Attorney General, and Jt~ssica Campbell,
Deputy Attorney General, for the Staff of the Board of Public
Utilities (Anne Milgram, Attorney General of New Jersey. attorney)

Felicia Thomas.Friel, Deputy Public AdvocatEI, for the Division of Rate
Counsel (Ronald K. Chen. Public Advocate. attorney)

Record Closed: March 10,.2008 Decided: March 20, 2008

BEFORE RICHARD McGill, ALJ:

On June 1, 2006, New Jersey Natural Gas ~:ompany ("NJNG" or "Company")

filed a petition with the Board of Publ1c Utilities ("Boarldll), requesting approval of NJNG's

annual reconciliation filing for its Basic Gas Supply ~)ervice ("8GSS") and its proposed

BGSS gas cost recovery factors for fiscal year 2007. '"he petition sought to decrease

."EW JE«SEY IS AN EQ{IAL Ol'I'ONTU,'VITY £M'LOYE«
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OAL DKT. NO. PUG 11432-06

After a public hearing on the petition was held on July 13,2006, in Freehold. New

Jersey. the parties agreed to a Stipulation for Provi~iional Rates to implement a BGSS

rate decrease from $1.2716 to $ 1.1601 per therm c~fter tax effective October 1, 2006.

The Stipulation for Provisional Rates was approYled by the Board by Order dated

September 29.2006.

1

The settlement fully disposes of all isE,ues in controversy and is consistent

with the law,

2.

2
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Therefore, I CONCLUDE that the agreement rneets the requirements of N.J.A.Q.

1 :1-19.1 and that the settlement should be approved, Accordingly, it is ORDERED that

the parties comply with the terms of the settlement, and it is FURTHER ORDERED that

proceedings in this matter be concluded.

I hereby FilE my initial decision with the BOARD OF PUBLIC UTILITIES for

consideration.

This recommended decision may be adopted. modified or rejected by the

BOARD OF PUBLIC UTILITIES, which by law Is au1:horized to make a final decision in

this matter. If the Board of Public Utilities does not adopt. modify or reject this decision

within forty-five days and unless such time limit is otherwise extended, this

recommended decision shall become a final decision In accordance with N.J.S.A.

52:148-10.

DA~M. \.o;a..oe.
.,

A~ I>,~---
RICHARD McGILL, ALJ

3 -:Jfo ~()R
Mailed ~

Date Received at Agency:

, L8c1Oi ,..
,-~ ..~~~.~ ~W .~

OFFICE OF ADMINISTRATIVE LAWDATE
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ST ATE OF NEW JERSEY
BOARD OF PUBLIC UTII.ITIES

IN THE MATTER OF THE PETITION OF
NEW JERSEY NATURAL GAS COMPANY
FOR THE ANNUAL REVIEW AND
REVISION OF ITS BASIC GAS SUPPLY
SERVICE (BGSS) FOR FlY 2007

)
)
) BPU DOCKET NO. GRO606041S
)
)
)
)
)

STIPULATION

APPEARANCES:

Tracey Thsyer, Esq., New Jersey Natural Gas Con;lpany for the Petitioner, New Jersey
Natural Gas Company

~ .Felicia Thomas-Friel, Esq., Deputy Public Advocate, Sarah H. Steindel. Esq. and

Henry M. Ogden, Esq., Assistant Deputy Public AjJvocatest Department of the Public
Advocatct Division of Rate-Counsel (Ronald K. CheDt ]~ublic Advocate, Stefanie A. Brand,
Esq., Director)

Babette Tenzer aDd Jessiea Campbell, Deputy Attomey~ General, for the Staff of the
New Jersey Board of Public Utilities (Anne Milgram, A'ttomey General of New Jersey)

TO: THE HONORABLE RICHARD MCGILL, ADMI:NISTRAnVE LAW JUDGE AND
THE NEW JERSEY BOARD OF PUBLIC UTILITIES

I New Jersey Natural Gas Company ("NlNG") tiled a petition in Docket No.

OR0606041 5 on June 1, 2006. Through its petition. NJNG requested that the New Jersey Board

of Public Utilities ("BPU" or the "Board I') accept NJNG' s annual reconciliation filing for its

Basic Gas Supply Service ("BOSS"), and approve the Company's related request to decrease

its annual BGSS revenues by $53.4 million dollars, aIlld decrease the periodic BOSS rate

applicable to those customers subject to the Periodic BGS~) Pricing Mechanism by $0.1104 per
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thenn after tax. effective September 1, 2006, decreasing thl: after tax rate of $1.2597 per thenn to

$1.1493 per theInl. The change requested represents a declrease of approximately 6.6 percent for

the average residential heating customer using 100 therms per month. The projection ofNJNG' s

under-lover-recovery of natural gas costs was based on mlarket conditions as of the time of the

June 1,2006 filing with a proposed one-year BOSS recovery period. The petition also included a

request that the BPU approve a proposed modification to the B,GSS interest calculation

methodology, whereby in lieu of interest being calculated on a monthly basis at the company's

authorized overall rate of return, as is done Wlder the cun-E,nt methodology, the interest rate used

for the calculation would be the prevailing rate used in the Societal Benefits Clause ("SaC").

After due noticet a public hearing on the petition was held on July 13, 2006, in2.

Freehold Borough, New Jersey. No members of the pl~blic appeared to provide comments

relating to NJNG's request to decrease its Periodic BGSS rate.

Pursuant to P .L. 2006, c.44, the New Jc!csey sales tax rate increased from 63.
percent to 7 percent as of July 15,2006. In light of that, thl~ Company's requested decrease in the

Periodic BOSS rate changed slightly such that the pril~e reduction was $0.111 S per thenn

including taxes, effective October 1, 2006. Accordingly, the NJNO BOSS rate decreased from

$1.2716 per therm to $1.1601 per thenn after tax. The re5;ulting decrease to the monthly bill for

the average NJNG residential heating customer using 100 therms axmually became. $11.15. The

annual revenue decrease to the Company was approximately $53.4 million.

In light of the Company's request for 'a price decreaset representatives of NINO,4.

Board Staff and the Department of the Public Advocslte, Division of Rate Counsel ("Rate

Counsel") (the "Parties"), the only Parties to these proct,edings, agreed in August 2006 that a

provisional stipulation implementing the price decrease vfould be most beneficial to customers.

2
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s.

revenue to NJNG of approximately $53.4 million.

6.

because the Parties. were close to reaching an agreement in tJlris docket.

7.

as a result, the following agreem~~nt has been reached.

8. Specifically, the Parties STIPULATE AND AGREE that the provisional BOSS

shall be deemed to be a final rate.

3
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9.

withdrawn by NJNG.

10.

reservation of the Board's authority as sct forth in paragraph 14:

a.

recoveries claimed by the Com,pany in the present filing, BPU Docket No. GRO606041S. With

respec;t to the pending NJNG BGSS case, Docket No. GRO70603S8, Rate Counsel agrees not to

challenge NJNO's practice of ':lsing "calendarized" revenues for the purpose of detct11'lining its gas

cost recoveries and deferred gas ICOsts.

b. NJNG will make a one-time credit to the current BGSS deferred cost balance of

$300,000 within 5 days of the Board decision in this case. This credit will be the responsibility of

NJNG's shareholders. NJNG ~llnot seek to recover this amount from ratepayers.

In 2007, NJNG swpended the summer meter reading schedule approved by thec.

BPU in Docket No. GO980S0266U in orders dated July 8, 1998 and June 9, 1999. Dw-ing the

months of June, July and August, NJNQ customers will now be read on a standard bi-monthly

cycle meter reading basis. Within five days of the BPU de4~ision in this case, the Company will

provide Rate Counsel and the BPU Staff with copies of all memoranda, reports, supporting

calculations and analyses, and other documents related to NJNO's decision to suspend the swnmer

meter reading schedule. NJNO will not reswne the previous swnmer meter reading schedule

without further Order of the Board, and after notice has beel:! provided to Rate CoW1sel and BPU

Staff.

NJNO has updated the base load fac.:tors USled to estimate customers' usage ford.

months for which NJNG does nOlt obtain an actual meter rc:ading. Within five days of the BPU

4
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b* load factor updates.

e.

case.

f.

than ~une 1, 2008.

11.

Y1ith fhis Stipulation and shall have the right to litigate all issues addressed herein to a conclusion.

5
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Stipulation had not been signed.

12.

The Parties further

13.

Except as expressly provided herein, neither NJNG, the Board, its Staff, nor Rate Counsel shall

or supposed to underlie any a~eement provided herein.

14.

_The 

Company'_s8-~co~~4~~~~L~~~!!!?j~ct to audit by the

Board. The Board~s approval of this Stipulation shall not p]~eclude or prohibit the Board from

taking any such actions deemed to be appropriate as a resu11: of any such audit. This Stipulation is

not intended to affect in any way the Board's authority in connection with any Board-ordered

audit, including, without limitation, any future audits of the NJNG's Levelized Gas Adjustment

Clause and/or BOSS Clause.

6
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