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Parties of Record:

Ira G. Megdal, Esq., Cozen O’Connor, for petitioner South Jersey Gas Company
Stefanie A, Brand, Esq., Director, New Jersey Division of Rate Counsel

BY THE BOARD:

BACKGROUND

Per the generic Order of the New Jersey Board of Public Utilities ("Board”) dated January 86,
2003, in Docket No. GX01050304, each of New Jersey's four gas distribution companies
submits to the Board its annual Basic Gas Supply Service (“BGSS”) gas cost filing by June 1 for
the BGSS year beginning October 1.

In accordance with the above noted Order, on June 1, 2015, South Jersey Gas Company

("the Company”} filed with the Board its annual petition (“Petition”) to change its Periodic BGSS
rate per therm from $0.650270 to $0.529214, a decrease of $0.121058,"

According to the Petition, the Company also requested the following rate revisions:

i) A decrease in the gas cost portion of the Company’s D-2? charge per Mcf for
Rate Schedule Large Volume Service (“LVS™) from $19.577874 to $16.545047.

' All rates quoted herein include sales and use taxes ("SUT").
% Designed to recover interstate pipeline demand charges.



i) An increase in the gas cost portion of the Firm D-2 charge per Mcf for Rate
Schedule Electric Generation Service - Large Volume (‘EGS-LV") from
$15.513847 to $15.581692.

iii) A decrease in the gas cost portion of the Limited Firm D-2 and Firm D-2 charges
per Mcf for Rate Schedules EGS-LV and Firm Electric Service (“FES") from
$9.788936 Mcf to $8.272524.

iv) An increase in the monthly BGSS non-commodity per therm rate applicable to
Rate Schedules GSG, General Service — Large Volume (“GSG-LV"), Electric
Generation Service (“EGS”), LVS, EGS-LV, and Natural Gas Vehicle (“NGV")
from $0.106566 o $0.133252.

The Petition also called for the following changes to the Company's per therm Conservation
Incentive Program (“CIP")° rates to be effective as of October 1, 2015:

)] An increase in the credit of $0.075785 to $0.099971 for residehtial {"RSG") non-
heating customers.

i) An increase in the credit of $0.027283 to $0.058946 for RSG heating customers.
iii) An increase in the credit of $0.003431 to $0.031700 for GSG customers.

iv) A change from a charge of $0.001946 to a credit of $0.025487 for GSG-LV
customers.

The combined proposed changes in the Company’s BGSS and CIP rates were to result in a net
decrease of approximately $15.27 (11.2%) per month for a residential heating customer using
100 therms during a winter month.

After publication of notice in newspapers of general circulation in SJG’s service territory, two
public hearings in this matter were held on August 20, 2015, in Voorhees, New Jersey. No
members of the public appeared or filed comments related to the Company's filing.

On August 26, 2015, the Company, the New Jersey Division of Rate Counsel, and Board Staff,
(collectively, “the Parties”), executed a stipulation in which the Parties agreed that the requested
rates should be approved on a provisional hasis (“Stipulation for Provisional BGSS and CiP
Rates”) with the rates subject to refund with interest on any net over recovered BGSS balance.

By Order dated September 11, 2015, the Board approved the Stipulation for Provisional BGSS
and CIP rates.

® The CIP was approved by the Board in Docket No. GR0512120 in Beard Order dated October 12 and
December 12, 2006 and extended by an Order dated January 20, 2010. The CIP encourages the
Company to foster customer conservation by allowing it to share in energy related savings due to
conservation. The non-weather related CIP surcharges are limited to corresponding decreases in spegcific
supply related costs incorporated in the Company’s BGSS Rates. The CIP surcharge is also subject to a
return on equity cap of 10.3%.
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On October 8, 2015, the Petition was transmitted to the Office of Administrative Law and
assigned to Administrative Law Judge ("ALJ") William T. Miller for hearing as a contested case.

Stipulation of Settlement’

Following review of discovery and subsequent discussions, on March 23, 20168 the Parties
executed the March 16, 2016 dated “Stipulation for Final BGSS and CIP Rates” (“Stipulation”)
agreeing that it would be reasonable and in the public interest for the Board to make “final” the
provisional BGSS and CIP rates previously approved in the September 11, 2015 Order, and that
there will be no change in the Company's rates as a result of the Stipulation.

Additionally, the Company has committed to continuing to provide the Parties with monthly
reports in the form of Exhibits A and B attached to the Stipulation, containing updated
information on the BGSS NYMEX and on the per therm net cost of gas.

On March 29, 2016, ALJ Miller issued an Initial Decision adopting the Stipulation, finding that

the Parties voluntarily agreed to the Stipulation and that the Stipulation fully disposes of all
issues in controversy and is consistent with the law.

DISCUSSION AND FINDINGS

Having reviewed the Stipulation and the initial Decision, and being persuaded that the Parties
have thoroughly reviewed the costs for the period at issue, the Board HEREBY FINDS that,
subject to the terms and conditions set forth below, the attached Initial Decision and Stipulation
are reasonable, in the public interest, and in accordance with the law. Accordingly, the Board
HEREBY ADOPTS the Initial Decision and the Stipulation in their entirety and HEREBY
INCORPOQRATES their terms and conditions as if fully set forth herein.

Therefore, the Board HEREBY DIRECTS that the Company’s per therm BGSS rate of
$0.529214 be made final. Furthermore, the Board HEREBY APPROVES the following rates as
final:

3] $16.545047 per Mcf for the gas cost portion of the D-2 charge for Rate Schedule
LVS;

iiy $15.581692 per Mcf for the gas cost portion of the Firm D-2 charge for Rate
Schedule EGS-LV,

i) $8.272524 per Mcf for the Limited Firm D-2 charge for Rate Schedule EGS-LV, and
the D-2 charge for Rate Schedule FES; and

iv) $0.133252 per therm for the monthly BGSS non-commodity rate applicable to Rate
Schedules GSG, GSG-LV, £GS, LVS, EGS-LV and NGV.

“ Although summarized in this Order, the detailed terms of the Stipulation control, subject to the findings
and conclusions of this Order.
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The Board also HEREBY APPROVES as final the following per therm CIP rates: a credit of
$0.098971 for RSG non-heating customers, a credit of $0.058946 for RSG heating customers, a
credit of $0.031700 for GSG customers, and a credit of $0.025487 for GSG - LV customers.

The Company's BGSS and CIP rates remain subject to audit. This Decision and Order shall not
preclude nor prohibit the Board from taking any actions determined to be appropriate as a result
of any such audit.

This Order shall be effective on May 7, 2016.
BOARD OF PUBLIC UTILITIES
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION
SETTLEMENT

OAL DKT. NO, PUC 16178-15
AGENCY DKT. NO. GR15060642

IN THE MATTER OF THE PETITION OF

SOUTH JERSEY GAS COMPANY TO

REVISE THE LEVEL OF ITS BASIC

GAS SUPPLY SERVICE CHARGE AND

TO REVISE THE LEVEL OF ITS CONSERVATION
INCENTIVE PROGRAM CHARGES FOR THE
YEAR ENDING SEPTEMBER 2016

Ira G. Megdal, Esq., and Stacy A. Mitchell, Esq., for petitioner, South Jersey
Gas Company {Cozen O'Connor)

Felicia Thomas-Friel, Esq. Deputy Rate Counsel, and Henry M. Ogden, Esq,,
Assistant Deputy Rate Counsel and Maura Caroselli, Assistant Deputy
Rate Counsel, on behalf of the Division of Rate Counsel (Stefanie A.
Brand, Director)

Alex Moreau and Veronica Beke, Deputy Altorneys General, on behalf of Staff

of the Board of Public Utilities (Robert Lougy, Acting Attorney General of
New Jersey, attorney)
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OAL DKT. NO. PUC 18178-15

Record Closed: March 24, 2016, Decided: March 29, 2016

BEFORE W. TODD MILLER, AlLJ:

This matter was transmitted to the Office of Administrative Law on October 9,
2015, for determination as a contested case, pursuant to N.J.S.A. 52:148-1 to -15 and
N.J.S.A. 52:14F-1 {0 -13,

The parties have agreed to a setflement and have prepared a Seftlement
Agreement indicating the terms thereof, which is attached and fully incorporated herein.

I have reviewed the record and the terms of settlement and | FIND:

1. The parties have voluntarily agreed to the settlement as evidenced by
their signatures or their representatives' signatures,

2. The settlement fully disposes of all issues in controversy and is consistent
with the law,

| CONCLUDE that this agreement meets the requirements of N.J.A.C. 1:1-19.1
and that the settlement should be approved. 1 approve the sefflement and therefore
ORDER that the parties comply with the settlement terms and that these proceedings
be concluded.

| hereby FILE my initial decision with the BOARD OF PUBLIC UTILITIES for

cansideration.




QAL DKT, NO, PUC 18178-15

This recommended decision may be adopted, modified or rejected by the
BOARD OF PUBLIC UTILITIES, which by law is authorized to make a final decision in
this matter. If the Board of Public Utitities does not adopt, modify or reject this decision
within forty-five days and unfess such time limit is otherwise extended, this
recommended decision shall become a final decision in accordance with N.J.S.A,
52:148-10.

'i'-/D “ \Hw %%%W

DATE / W. Té)DD MILLER, ALJ

Date Received at Agency:

Date Mailed to Parties:
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[P STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITIONOF : BPUDOCKET NO. GR15060642
SOUTH JERSEY GAS COMPANY TO :  OAL DOCKET NO. PUC 16178-2015 N
REVISE THE LEVEL OF ITS BASIC GAS

SUPPLY SERVICE (“BGSS”) CHARGE '

AND TO REVISE THE LEVEL OF ITS ¢ STIPULATION FOR FINAL BGSS
CONSERVATION INCENTIVE : AND CIP RATES

PROGRAM (“CIP”) CHARGES FOR THE

YEAR ENDING SEPTEMBER 308, 2016

APPEARANCES:

Ira G. Megdal, Eaquire, and Stacy Mitehell, Esquire (Cozen O°Connor, atiorneys) on
behalf of South Jersey Gas Company (Petitioner’™)

Felicia Thomas-Friel, Esquire, Deputy Rate Counsel, and Henry M. Ogden,
Esquire, Assistant Deputy Rate Counsel and Maura Caroselli, Assistant Deputy Rate
Counsel on behalf of the New Jetsey Division of Rate Counsel (“Rate Counsel™) (Stefanie A,
Brand, Director)

Alex Moreau and Veronica Beke, Deputy Attorneys General, on behalf of the Staff of
the Board of Public Utilities (“Staff”) (Robert Lougy, Acting Attorney General of the State of
New Jersey)

TO: THE HONORABLE BOARD OF PUBLIC UTILITIES:

L INTRODUCTION
|
1.  This Stipulation is intended to make final the provisional Basic Gas Supply Service
(“BGSS”) and Conservation Incentive Program (“CIP”) rates previously approved by the Board

on September 11, 2015 in Docket No. GR15060642 (this “Proceeding”).

II. PROCEDURAL HISTORY
2. On June 1, 2015, South Jersey Gas Company (“South Jersey,” or “Company,” or
“Petitioner”) filed a Petition (“Petition”), Docket No, GR15060642, seeking to revise the level of

its BGSS charges and to revise the level of its CIP charges for the perlod October 1, 2013
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through September 30, 2016, The Company requested that the Board of Public Utilities
{*“Board”) approve the Company’s proposal to decrease the current level of its Perlodic BGSS
per-therm charge of $0.650270" to $0.529214, a decrease of $0.121056, or a monthly decrease of
$12.11, or 8.9%, for a residential heating customer using 100 therms of gas during a winter

month.

'3, Within the Petition and related entirely to the BGSS, South Jersey requested that the
Board authorize the following: (1} the gas cost portion of the Company’s D-2 charge for Rate
Schedule LVS be set at $16.545047 per Mcf; (2) the gas cost portion of the Firm D-2 charge for
Rate Schedule EGS-LV Firm be set at $15.581692 per Mef: (3) the Limited Firm D2 charge for
Rate Schedule EGS-LV and the D-2 charge for Rate Schedule FES be set at $8.272524 per Mcf;
and (4) the monthly BGSS non-commodity rate applicable to Rate Schedules G8G, GSG-LV,
EGS, LVS, EGS-LV and NGV be set at $0.133252 per therm. These changes would result ina
decrease in annual BGSS revenues of $26.5 million, excluding taxes, and $28.4 million

including taxes.

4, Related to the CIP, within the Petition South Jersey also requested that the Board
approve the implementation of the following per therm CIP factors, effective October 1, 2015:

$(0.099971) for Group 1 Residential Non-Heat customers;

$(0.058946) for Group II Residential Heat customers;

$(0.031700) for Group IIT General Service (GSG) customers; and

$(0.025487) for Group IV General Service Large Volume (GSG-LV) customers.

* 4 & &

The requested CIP rates would result in a monthly decrease of $3.16, or 2.3% per
month, for a residential heating customer using 100 therms of gas during a winter month. The

impact on a residential non-heating custormer using 15 therms of gas during a month is a decrease

! AN rates stated hereln are inclusive of all related taxes.

. -2 -
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of $0.36, or 1.3%. The impact on a GSG customer using 500 therms of gas dwing a month is a
decrease of $14.13, or 2.3%. The impact on a GSG-LV customer using 15,646 therms of gas a

month is & decrease of $429.22, or 3.3%.

5. As proposed, the net annual revenue decrease to the Company from the BGSS and
CIP revisions would be approximately $39.7 million (including taxes). The combined proposed
changes in the Company’s BGSS and CIP rates would result in a net decrease of approximately

11.2% or $15.27 per month for the residential heat customer using 100 therms during the month.

6.  Two duly noticed public hearings for the Petition were held on August 20, 2015 in
Voorhees, New Jersey. The public hearings were noticed in newspapers of general circulation

within South Jersey’s service territory. No members of the public attended,

7. By Order and Decision dated September 11, 2015, the Board approved, on &
provisional basis, the BGSS and CIP rates proposed in Docket No, GR15060642. Included in the
Order was Board approval of the following, as requested by the Company: (1) a revision to its
after-tax Periodic BGSS rate of $0.529214 per-therm; (2) a revision to the gas portion of its
afier-tax D-2 charge to $16.545047 per Mof for Rate Schedule LVS; (3) a revision to the gas
portion of its afler-tax Firm [3-2 charge to $15.581692 per Mef for Rate Schedule EGS-LV and a
revision to the gas portion of the after-tax Limited Firm D-2 rate to $8,272524 per Mcf for Rate
Schedule EGS-LV; (4) a revision to the pas portion of its after-tax D-2 charge of $8.272524 per
Mef for Rate Schedule FES and an increase in its after-tax per-therm Monthly BGSS non-
commodity rate to $0.133252, for Rate Schedules GSG, G8G-LV, EGS, LVS, EGS-LV and
NGV,

LEGALAR6123720\2




8. In the September 11, 2015 Order, the Board also approved, on a provisional basis,
the Company’s implementation of the following per therm CIP rates: (1) an after-tax pet-therm
credit of $(0.099971) for Group 1 RSG Non-Heating Customers; (2) a credit of $(0.058946) for
Group If RSG Heating Customesrs; (3) a credit of ${0.031700) for Group III GSG Customers; and

(4) a credit of $(0.025487) for Group IV GSG-LV Customers.

9. All changes to the Company’s BGSES and CIP rates became effective, on a

provisional basis, for service rendered on or after October 1, 2015,

10, As of the date of this Stipulation for Final BGSS and CIP Rates, all discovery that
has been propounded upon Petitioner has been responded to by Petitioner, as it relates to this

Proceeding,

I, STIPULATED TERMS
11. The parties to this Proceeding, South Jersey, Rate Counsel and Staff, (collectively
the “Parties™), have discussed certain matiers at issue in this proceeding. The Parties have
determined that it is reasonable and in the public interest to make final the provisional BGSS and

CIP rates previously apprdved in the September 11, 2015 Order.

12. Pursvant to the Board’s Getober 12, 2006 and January 21, 2010 Orders in Docket
No. GR05121020, any non-weather related CIP surcharges were required to be offset by
reductions in BGSS costs.  Subsequently, pursuant to the Board’s May 21, 2014 Order, in
Docket Nos GR13030185, which approved the continuation of the CIP, CIP non-weather related
margin recoveries are subject to a Modified BGSS Savings Test with three categories of BGSS
Savings: (1) permanent savings achieved through permanent capacity releases; (2) gas cost

savings from reductions of capacity on a long-term basis; i.e. for periods of at least one year; and

. -4.
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(3) savings associated with avoided capacity costs to meet residential customer growth, The
Company sought fo return an estimated total of $(16.6) miltion of excess CIP related margins,
with $(13.0) million weather related and $(3.6) million non-weather related, for the CIP period
ending September 2016. Because this non-weather related margin component is a credit, the

Modified BGSS Savings test is not implicated,

13, Rider M of South Jersey’s tariff contains a Board approved Return-On-Equity
(“ROE™) limitation on recoveries from custormers pursuant to the CIP, consistent with South
Jersey’s former Temperature Adjustment Clause (the “ROE Test”). Under this provision, the
CIP may not conivibute towards earnings in excess of a 3,75% ROE. Since the total CIP is a

credit amount rather than a deficiency, the ROE test is not applicable.

14, The Parties agree that the provisional BGSS and CIP rates contained in the
Stipulation approved by the Board’s Decision and Order dated September 21, 2015, in BPU
Docket No, GR15060642, should be made final. There will be no change in South Jersey’s rates

as a result of this Stipulation.

15. The Company agrees to continue to provide to the Parties in this proceeding, on a
monthly basis, the following updated, electronically submitted information: (1) the BGSS
NYMEX Update Report (also known as S-SCHART-1) attached hereto as Exhibit A; and (2) a
monthly report (also known as S-SCHART-2) showing the calculation of nei gas per therm,
attached hereto as Exhibit B, The chart reflected on Exhibit A is to be completed using
information from the first Friday of the month and submitted to the Parties the following
Tuesday. The chart reflected on Exhibit B is to be submitted to the Parties on approximately the

15th of the following month.
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IV. MISCELLANEOUS

16. This Stipulation represents ‘a muiual balancing of interests and, therefore, is
intended to be accepted and approved in its entirety. In the event this Stipulation is not adopted
in its entirety by the Board, then any party hereto is free to pursue its then available legal
remedies with respect to all issues addressed in this Stipulation as though this Stipulation had not

been signed.

17. It is specifically understood and agreed that this Stipulation represents a negotiated
final agreement and has been made exclusively for the purpose of this Proceeding. Except as
expressly provided herein, South Jersey, Staff, and Rate Counsel shall not be deemed to have
approved, agreed to, or consented to any principle or methodology underlying or supposed to

underlie any agreement provided herein. Also, all rates are subject to Board audit.

8. The Parties further acknowledge that a Board Order approving this Stipulation will
become effective upon the service of said Board Order, or upon such date afler the service

thereof as the Board may specify, in accordance with N.J.S.A. 48:2-40,

19. This Stipulation may be executed in as many counterparts as there are signatories of
this Stipulation, each of which counterparts shall be an original, but all of which shall constitute

one and the same instrument.
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WHEREFORE, the Parties hereto do respectfully submit this Stipulation and request that
the Board issue 2 Decisien and Order approving it in its entirety, in aceordance with the ferms

hereof, as soon as reasonably possible.

SOUTH JERSEY GAS COMPANY

I D Moy

Ira G. Megdal, Esqg,
Cozen O'Connor

ROBERT LOUGY
ACTING ATTORNEY GENERAL OF NEW JERSEY
Attorney for the Staff of f},« J%-41d of Public Utilities

By _ e
© Alex Morghi(
Depyty Attorney General
VZ ROf

STEFANIE A. BRAND

D[REC{JT@ TON OF RATE COUNSEL
By: (\R\ 0 \
Henry™9}, Ogden, Esq. { o~

Assistant Deputy Rate Coungel
Mwd. 23 b

Dated: March 16,2016
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EXHIBIT A
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