
Agenda Date: 7/22/15 
Agenda Item: 2A 

STATE OF NEW JERSEY 
Board of Public Utilities 

44 South Clinton Avenue, gth Floor 
Post Office Box 350 

Trenton, New Jersey 08625-0350 

IN THE MA TIER OF THE PETITION OF SOUTH ) 
JERSEY GAS COMPANY TO REVISE THE LEVEL ) 
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BPU DOCKET NO. GR14050510 
OAL DOCKET NO. PUC 16084-14 

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: 1 

BACKGROUND 

Per the generic Order of the New Jersey Board of Public Utilities ("Board") dated January 6, 
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 May 30, 2014, South Jersey Gas Company 
("the Company") filed with the Board its annual petition ("Petition") to establish new periodic 
BGSS rates for the oeriod October 1, 2014 through September 30, 2015. The Petition sought 
an increase to its periodic per therm BGSS charge from $0.532500 to $0.650270, an increase of 
$0.117770.2 

1 Commissioner Upendra J. Chivukula recused himself due to a potential conflict of interest and as such 
took no part in the discussion or deliberation of this matter. 
2 All rates quoted herein include sales and use taxes. 



Per the Petition, the Company also requested the following rate revisions: 

i) an increase in the gas cost portion of the Company's D-2 charge for Rate 
Schedule Large Volume Service ("LVS") from $15.518300 per Mcfto $19.577874 
per Mcf.3 

ii) a decrease in the gas cost portion of the Firm D-2 charge for Rate Schedule 
Electric Generation Service - Large Volume ("EGS-LV") from $18.154100 per 
Mcfto $15.513847 per Mcf. 

iii) an increase in the gas cost portion of the Limited Firm D-2 and Firm D-2 charges 
for Rate Schedules EGS-LV and Firm Electric Service ("FES") from $7.759100 
per Mcf to $9.788936 p ;r Mcf. 

iv) a decrease 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 $0.148600 per therm to $0.106566 per therm. 

The Company projected a deferred gas cost under-recovery of $49.9 million at the conclusion of 
the 2013-2014 BGSS year, and proposed to recover these costs over a two-year period to 
mitigate the impact that the traditional one-year recovery period would have on customers' bills. 
Accordingly, the Company's proposed 2014-2015 Periodic BGSS charge sought recovery of 
$25.4 million of this deferred gas cost under-recovery, including carrying costs. The Company 
proposed to recover the remaining portion of these deferred gas costs during the 2015-2016 
BGSS year. According to the Petition, any under or over-collection at the conclusion of the 
2016 BGSS year would be trued up and reflected in a future annual BGSS filing. 

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, 2014: 4 

i) a decrease from a credit of $0.032500 to a credit of $0.075785 for residential 
("RSG") non-heating customers. 

ii) a decrease from a charge of $0.039200 to a credit of $0.027283 for RSG heating 
customers. 

iii) a decrease from a charge of $0.039100 to a credit of $0.003431 for GSG 
customers. 

3 The D-2 charge was/is to recover interstate pipeline demand charges. 
4 

The CIP was approved by the Board in Docket No. GR05120120 in Board Orders 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 specific 
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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iv) a decrease from a charge of $0.037200 to a charge of $0.001946 for GSG-LV 
customers. 

As proposed, the net annual revenue increase to the Company from the BGSS, D-2 and CIP 
revisions was estimated at $4.92 million. The combined proposed changes in the Company's 
BGSS and CIP rates were to result in a net increase of approximately 4.0% or $5.13 per month, 
after taxes, for the residential heating customer using 1 00 therms. 

After publication of notice in newspapers of general circulation in SJG's service territory, two 
public hearings in this matter were held on August 19, 2014, in Voorhees, New Jersey. No 
members of the public appeared or filed comments related to the Company's filing. 

On September 8, 2014, 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 basis ("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 30, 2014, the Board approved the Stipulation for Provisional BGSS 
and CIP rates. 

On November 26, 2014, the Petition was transmitted to the Office of Administrative Law and 
assigned to Administrative Law Judge ("ALJ") Kelly J. Kirk for hearing as a contested case. 

Stipulation of Settlement 

Following review of discovery and subsequent discussions, on June 10, 2015, the Parties 
executed a 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 30, 2014 Order, and that there will be no change in 
the Company's rates as a result of the Stipulation.5 

The Parties further stipulated that the Company may continue to defer for recovery during the 
2015-2016 BGSS year the remaining portion of the deferred gas cost under-recovery. 

The Parties also agreed that the Company shall not receive carrying costs on the deferred gas 
cost under-recovery, as proposed in the Petition. 

Additionally, the Company has committed to continuing to provide the Parties with monthly 
reports in the form of Exhibits A and 8 "'ttached to the Stipulation, containing updated 
information on the BGSS NYMEX and on the per therm net cost of gas. 

5 Although summarized in this Order, the detailed terms of the Stipulation are controlling, subject to the 
findings and conclusions of this Order. 
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ALJ Kirk issued an Initial Decision dated June 15, 2015, adopting the Stipulation, finding that the 
Parties have 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 
INCORPORATES their terms and conditions as if fully set forth herein. 

Therefore, the Board HEREBY DIRECTS that the Company's per therm BGSS rate of 
$0.650270 be made final. Furthermore, the Board HEREBY APPROVES the following rates as 
final: 

i) $19.577874 per Mcf for the gas cost portion of the D-2 charge for Rate Schedule 
LVS; 

ii) $15.51384 7 per Mcf for the gas cost portion of the Firm D-2 charge for Rate 
Schedule EGS-L V; 

iii) $9.788936 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) $0.106566 per therm for the monthly BGSS non-commodity rate applicable to Rate 
Schedules GSG, GSG-LV, EGS, LVS, EGS-LV and NGV. 

The Board also HEREBY APPROVES as final the following per therm CIP rates: a credit of 
$0.075785 for RSG non-heating customers, a credit of $0.027283 for RSG heating customers, a 
credit of $0.003431 for GSG customers and a charge of $0.001946 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. 
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This Order shall be effective on August 1, 2015. 

DATED: 
I ~ 

\ ~ 1,-7) U)\') 

'-:JOSEPH L. FIORDALISO 
COMMISSIONER 

;('If 
_,.<~~_,f \i 

ATT~ 

IRENE K~ ASBURY 
SECRETARY 

1 HlRiBY CERnFY that the within 
doaMMftt Is a we copy of the orlgi~l 
1ft---~ Board ofPublk UtiHtteS 

~~A71 

RICHARD S. MROZ 
PRESIDENT 

DIANNE SOLOMON 
COMMISSIONER 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

IN THE MATTER OF THE PETITION OF 
SOUTH JERSEY GAS COMPANY TO 
REVISE THE LEVEL OF ITS BASIC GAS 
SUPPLY SERVICE ("BGSS") CHARGE 
AND TO REVISE THE LEVEL OF ITS 
CONSERVATION INCENTIVE 
PROGRAM ("CIP") CHARGES FOR THE 
YEAR ENDING SEPTEMBER 30, 2015 

APPEARANCES: 

BPU DOCKET NO. GR14050510 
OAL DOCKET NO. PUC 16084-14 

STIPULATION FOR FINAL BGSS 
AND CIP RATES 

Ira G. Megdal, Esquire, (Cozen O'Connor, attorneys) on behalf of South Jersey Gas 
Company ("Petitioner") 

Felicia Thomas-Friel, Deputy Rate Counsel, Henry M. Ogden, Assistant Deputy 
Rate Counsel and James W. Glassen, Assistant Deputy Rate Counsel on behalf of the New 
Jersey 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') (John J. Hoffman, Acting Attorney General of the State of 
New Jersey) 

TO: THE HONORABLE BOARD OF PUBLIC UTILITIES: 

I. 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 30, 2014 in Docket No. GR14050510 (this "Proceeding"). 

II. PROCEDURAL HISTORY 

2. On May 30, 2014, South Jersey Gas Company ("South Jersey," or "Company," or 

"Petitioner") filed a Petition ("Petition") in this Proceeding seeking to revise the level of its 

BGSS charges and to revise the level of its CIP charges for the period October 1, 2014 through 



September 30, 2015 in Docket No. OR14050510. The Company requested that the Board of 

Public Utilities ("Board") approve the Company's proposal to increase the current level of its 

Periodic BOSS per therm charge of $0.5325001 to $0.650270, an increase of $0.117770. 

3. At the time the Petition was filed, the Company was projecting a September 30, 

2014 deferred gas cost under-recovery of$49.9 million, due to the unusual and extreme impacts 

that weather and market conditions had on gas costs during the 2013-2014 BOSS year. 

4. To mitigate the impact that a traditional one-year recovery of this deferred under-

recovery would have on customer bills, South Jersey's proposed Periodic BOSS charge sought to 

recovery $25.4 million, or one-half of the projected 2013-2014 BOSS year-end deferred gas cost 

under-recovery, including carrying costs. South Jersey proposed to recover the remaining 

portion of this deferred gas cost under-recovery during the 2015-2016 BOSS year. Any under or 

over-collection at the conclusion of the 2016 BOSS year will be trued-up and reflected in a 

future annual BOSS filing, as is usually done. 

5. With respect to the BOSS aspect of the Petition, South Jersey also requested that the 

Board authorize that: I) the gas cost portion of the Company's D-2 charge for Rate Schedule 

LVS be set at $19.577874 per Mcf; 2) the gas cost portion of the Firm D-2 charge for Rate 

Schedule EOS-LV Firm be set at $15.513847 per Mcf; 3) the Limited Firm D-2 charge for Rate 

Schedule EOS-LV and the D-2 charge for Rate Schedule FES be set at $9.788936 per Mcf; and 

4) the monthly BOSS non-commodity rate applicable to Rate Schedules OSO, OSO-L V, EOS, 

LVS, EGS-L V and NOV be set at $0.106566 per therm. These changes would result in an 

1 All rates quoted herein include Sales and Use Taxes ("SUT'') 
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increase in annual BGSS revenues of $25.2 million, excluding taxes, and $27.1 million including 

taxes. 

6. With respect to the CIP aspect of the Petition, South Jersey requested that the Board 

approve the implementation, effective October 1, 2014, of per therm CIP factors of: 

• $(0.075785) for Group I Residential Non-Heat customers; 
• $(0.027283) for Group II Residential Heat customers; 
• $(0.003431) for Group III General Service (GSG) customers; and 
• $0.001946 for Group IV General Service Large Volume (GSO-LV) customers. 

7. The requested CIP rates would result in a monthly decrease of$6.65, or 5.2% per 

month, for a residential heating customer using 1 00 therms of gas during a winter month. The 

impact o~ a residential non-heating customer using 15 therms of gas during a month is a decrease 

of $0.65, or 2.5%. The impact on a GSG customer using 500 therms of gas during a month is a 

decrease of$21.27, or 3.7%. The impact on a GSO-LV customer using 15,646 therms of gas a 

month is a decrease of $551.58, or 3.1 %. 

8. As proposed, the net annual revenue increase to the Company from the BOSS and 

CIP revisions would be approximately $5.3 million (including taxes). The combined proposed 

changes in the Company's BGSS and CIP rates would result in a net increase of approximately 

4.0% or $5.13 per month for the residential heat customer using 100 therms during the month. 

9. ,Two duly noticed public hearings for the Petition were held on August 19, 2014 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. 

10. By Order and Decision dated September 30,2014, the Board approved, on a 

provisional basis, the BOSS and CIP rates proposed in Docket No. OR14050510. The Board 
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approved a revision to the Company's after-tax per therm Periodic BOSS rate of $0.650270 per 

therm; a revision of the gas portion of the after-tax per McfD-2 charge to $19.577874 for Rate 

Schedule LVS; a revision of the gas portion of the after-tax per McfD-2 charge of$15.513847 

and a revision of the gas portion of the Limited Firm D-2 rate to $9.788936 for Rate Schedule 

EGS-LV; a revision of the gas portion of the after-tax per McfD-2 rate of$9.788936 for Rate 

Schedule FES and a decrease of the after-tax per therm Monthly BOSS non-commodity rate to 

$0.106566 for Rate Schedules GSG, GSG-LV, EGS, LVS, EGS-LV and NOV. 

11. In the September 30, 2014 Order, the Board also approved, on a provisional basis, 

the Company's implementation ofthe following per therm CIP rates: (1) an after-tax per-therm 

credit of$0.075785 for Group I RSG Non-Heating Customers; (2) a credit of$0.027283 for 

Group II RSG Heating Customers; (3) a credit of$0.003431 for Group III GSG Customers; and 

(4) a charge of$0.001946 for Group IV GSG-LV Customers. 

12. All changes to the Company's BOSS and CIP rates became effective, on a 

provisional basis, for service rendered on or after October 1, 2014. 

13. Discovery has been propounded upon Petitioner and Petitioner has responded to all 

discovery in this Proceeding. 

II. STIPULATED TERMS 

14. South Jersey, Board Staff, and Rate Counsel, the only parties to this Proceeding 

(collectively the "Parties"), have discussed certain matters at issue in this proceeding. The 

Parties have determined that it would be reasonable and in the public interest to make final the 

provisional BOSS and CIP rates previously approved in the September 30, 2014 Order. 
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15. Pursuant to the Board's October 12, 2006 and January 21,2010 Orders in Docket 

No. OR05121020, any non-weather related CIP surcharges must be offset by reductions in BOSS 

costs. Accordingly, in its Petition, the Company sought to return an estimated total of$5.1 

million of excess CIP related margins, with ($1 0.3) million weather related and $5.2 million non-

weather related, for the CIP period ending September 2015. The Company asserts that BOSS 

savings for the period October 2014 through September 2015 is $10.4 million, which includes 

$0.9 million of commodity-related savings in connection with the Company's agreement with 

Antero Resources. The Parties are not in agreement as to whether the Company's Antero-related 

savings are properly included in BGSS savings. Nevertheless, the BGSS savings test is met. 

The Company further asserts that recovery of the $5.2 million margin deficiency results in a 

return on equity of8.78 percent, which is less than the Company's approved return on equity of 
i 

9.75 percent, and thus the ROE test has been met. 

16. The Parties accordingly STIPULATE AND AGREE that the provisional BGSS 

and CIP rates contained in the stipulation approved by the Board's Decision and Order dated 

September 30, 2014 in BPU Docket No. GR1405051 0 should be made fmal. There will be no 

change in South Jersey's rates as a result of this Stipulation. 

17. The Parties further STIPULATE AND AGREE that the Company may continue 

to defer for recovery during the 2015-2016 BOSS year the remaining portion of the deferred gas 

cost under-recovery. 

18. The Parties also agree that the Company shall not receive carrying costs on the 

deferred gas cost under-recovery, as proposed in the Company's Petition . 
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19. The Company agrees to continue to provide electronically to the Parties in this 

proceeding, on a monthly basis, the following updated information: l) 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 net gas per thenn, 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. 

III. MISCELLANEOUS 

20. This Stipulation represents a mutual 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. 

21. 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. 

22. 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 after the service 

thereof as the Board may specify, in accordance with N.J.S.A. 48:2-40. 
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23. 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. 

WHEREFORE, the Parties hereto do respectfully submit this Stipulation and request that 

lhe Board issue a Decision and Order approving it in its entirety, in accordance with the tenms 

hereof, as soon as reasonably possible. 

SOUTH JERSEY GAS COMPANY 

By: 
Ira G. Megdal, Esq. 
Cozen O'Connor 

JOHN J. HOFFMAN 
ACTING A TIORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

By: 

Deputy :Attorney General 

By: 
II M. Ogden 
Assistant Deputy Rate C unsel 

Dated~,2015 
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S-SCHART-1 
BGSS NYMEX Update Report 

a b c =b- a d e f= d-e g = C X f 
BGSS NYMEX lncr/ Sales Hedged Unhedged Change In 

M2ntll m.wl li.khll f21:il<i!!il (dth§) :!lQium~ tdthsl vglym~ (dtbs) ¥alue J..!Jlhedaed 
Oct-13 
Nov-13 
Dec-13 
Jan-14 
Feb-14 
Mar-14 
Apr-14 
May-14 
Jun-14 
Jul-14 

Aug-14 
see-14 

Av,2. Total$ #DIV/0! #DIV/0! #DIV/0! #D/V/0! 0 0 0 $0 

Oct-14 
Nov-14 
Dec-14 
Jan-15 
Feb-15 
Mar-15 
Apr-15 
May-15 
Jun-15 
Jul-15 

Aug-15 
Se 15 

Av~ Total$ #DIV/0! #D/V/0! #DIV/0! #DlV/0! 0 0 0 $0 

E22t!JQ!jil~: 
a : Nymex rate used for annual BGSS periodic rate filing 
b: Nymex rate as of date of the report 
c: Increase/Decrease in the Nym8X rate compared to rate used for annual BGSS periodic rate filing 
d: Sales forecast (includes fuel requirement) 
e: 'Hedged' volume consists of all fixed price contracts (financial or physical), purchased call option positions, 

and tentative storage withdrawal volumes (reduced by fuel required for delivery to citygate) m f: 'Unhedged' volume consists of sales volume forecast less 'hedged' volume X 
g: Not necessarily representative of a change in under/over-recovery value :T a: 

;:::;: 
)> 



NYMEX • S/12/14 -Included m BGSS Films 
NYMEX • Actual Settlement 
Brgkdowg ofGrou Cost o(GaaPer Iherm; 
Flowing Gas Cost 
Gas Withdrawn From Storage Cost 
Hedged Volumes Delivered Cost 
Pipdine Demand Cost 
Storage Demand Cost 
Peaking COst 

10 Weighted Average Fuel Cost 
I J Variable Pipeline Cost 
12 Othes Costs 
13 Total Crou C01t of Gas Per Tlterm 
14 
IS 

16 
17 
18 NYMEX • Actual Settlement 

19 Brsakdowg o[Groy Cost of GasPer Tlterm: 
20 Flowing 0.. Cost 
21 Gas Withdrn .. n From Storage Cost 
22 Hedged Volumes Delivered Cost 
23 Pipeline Demand Cost 
24 Storage Demand Cost 
25 Peaking Cost 
26 Weighted Average Fuel Cost 
27 Vanable P1pellne Cost 
28 Other Costs 
29 Total Gross Cost of Gas Per Therm 

&llilsllw. 

Actual 

Oct-14 

Actual 
Oct-13 

Actual 

Nov-14 

Actual 
Nov~l3 

Flowing Gas Cost= Gas purchased for delivery to ctty sate durmg. month~ not inJected mto storage 

Actual 

Dec-14 

Actual 
Dec·IJ 

Gas Wtthdrawn From Storage Cost= Gas withdra~n from slOfilge ~includes cost ofmjection, withdrawl. fees, I me loss 
Hedged Volumes DelivCied Cost= Hedged Volumes deli\lered to city gate~ not injected lnto storage 
Pipehne Demand Cost"" Fixed Pipeline costs 
Storage Demand Cost= Ftxed Storage related costs 
Pcaliny; Cost.,. Pealing Cost includes peakang services., LNG, Propane, etc .. 

South Jeney Gas Company 

Calculatioa of Net Cost of Gas Per Tbenn 

Estimate 
Ju-15 

Actual 
Jaa-14 

Estimate 
Fd>-15 

Actual 
Feb-14 

Estimate 
Mar-IS 

Actual 
M.,..l4 

Weighted Average Fuel Cost= Commodity x fuel% for each p1peline ~represents ponion of gas shipped that tS retained by pipehoc 
Variable P1pelme Cost= P1pehne Charge per therm shtpped 

Pace! 

Estimate E•limale Estimate Eslimale Estimate Estimate 
AJI!'"I5 ~-15 JUD-15 . .Jui-IL Aur-15 StJtlS Total 

Actual Actual Actual Actual Actual Actual Weigbted 
Apr-.14 May~l4 Ju'!::_H ~-~J~J:-J4_ ~-~&::J4 Sc~~:l4 __ ~~!JI..&.e 

-om 
Ill >< co::r 
roc;: 
~;:::o: 

oOJ ..... 
N 



Credjta. RefypdL & Becoyedn Per Derm; 
I Asset Management Credits 
2 Off-s)"temsales 
3 Capacity release 
4 On S)"l<m Crcxhts to BGSS·P Customm 
~ Supplier Refunds 
6 Gas for Company Usc 
7 Lioeloss 
8 T111115fer to Non BGSS..P Customers 
9 Other 

10 Talal Credits, Refuoda, & Recoveria Per num 
11 TotJI Net Cut Psr IlpcQP trace 1 LiK JJ &cg p.,, 11 jec 101 

Credjt.s. Befupds, & Respyeda; 
Asset Management Credits 

2 Off·s)"tem sales 
3 Capoclty rei..,. 
4 On S)"tem Credns to BGSS-P Customers 
s Suppher Refunds 
6 Gas for Company Use 
7 Line Loss 
8 Tnuufer to Non BGSS~P Cwtomen 
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State of New Jersey 
OFFICE OF~Di'ri/NISTRA TIVE LAW 

IN THE MATTER OF THE PETITION OF SOUTH 

JERSEY GAS COMPANY TO REVISE THE 

LEVEL OF ITS BASIC GAS SUPPLY SERVICE 

("BGSS") CHARGE AND TO REVISE THE 

LEVEL OF ITS CONSERVATION INCENTIVE 

PROGRAM ("CIP") CHARGES FOR THE YEAR 

ENDING SEPTEMBER 30, 2015 

INITIAL DECISION 

SETTLEMENT 

OAL DKT. NO. PUC 16084-14 

AGENCY DKT. NO. GR 14050510 

Ira G. Megdal, Esq., for South Jersey Gas Company (Cozen O'Connor, attorneys) 

Felicia Thomas-Friel, Deputy Rate Counsel, Henry M. Ogden, Assistant Deputy 

Rate Counsel, and James W. Glassen, Assistant Deputy Rate Counsel, for the 

New Jersey Division of Rate Counsel (Stephanie A. Brand, Director, attorney) 

Alex Moreau, Deputy Attorney General, and Veronica Beke, Deputy Attorney 

General, for the Staff of the New Jersey Board of Public Utilities (John J. Hoffman, 

Acting Attorney General of New Jersey, attorney) 

Record Closed: June 12, 2015 Decided: June 15, 2015 

BEFORE KELLY J. KIRK, ALJ: 

\'ew Jersn is an Equal Oppurtunitv Employer 



OAL DKT. NO. PUC 16084-14 

On or about May 30, 2014 petitioner, South Jersey Gas Company filed a petition 

with the Board of Public Utilities (BPU) asking for the authority to 1) increase the level of 

its periodic Basic Gas Supply_ Service (BGSS) charge and 2) revise the level of its 

Conservation Incentive Program (CIP) charge for the year ending September 30, 2015. 

On December 3, 2014, the matter was transmitted to the Office of Administrative Law for 

determination as a contested case pursuant to N.J.S.A. 52:14F-1 to 13. An in-person 

prehearing conference was held on March 6, 2015, and a hearing was scheduled for May 

8, 2015. At the request of the parties, the hearing date was adjourned to June 22, 2015. 

On June 12, 2015, the parties submitte1 a Stipulation for Final. BGSS and CIP Rates. 

I have reviewed the terms of the Stipulation of Settlement and FIND: 

1. The parties have voluntarily agreed to the settlement as evidenced by the 

signatures of the parties or their representatives. 

2. The settlement fully disposes of all issues in controversy and is consistent 

with law. 

Therefore, I CONCLUDE that the Stipulation of Settlement meets the 

requirements of N.J.A.C. 1:1-19.1 and that the settlement should be approved. 

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

these proceedings be and are hereby concluded. 

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

consideration. 

2 



OAL DKT. NO. PUC 16084-14 

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 Utilities does not adopt, modify or reject this decision 

within forty-five days and unless such time limit is othervvise extended. this 

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

52:148-10. 

June 15, 2015 

DATE 

Date Received at Agency: 

Date Mailed to Parties: 

db JUN 16 201~ DlRlClOR ANO 
CHIEF AOMINISTRAHVE.LAW JUDGE 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

IN THE MATTER OF THE PETITION OF 
SOUTH JERSEY GAS COMPANY TO 
REVISE THE LEVEL OF ITS BASIC GAS 
SUPPLY SERVICE ("BGSS") CHARGE 
AND TO REVISE THE LEVEL OF ITS 
CONSERVATION INCENTIVE 
PROGRA.M ("CIP") CHARGES FOR THE 
YEAH ENDING SEPTEMBER 30, 2015 

• 
APPEARANCES: 

BPU DOCKET NO. GR1~050510 
OAL DOCKET NO. PUC 1608~-1~ 

STIPULATION FOR FINAL BGSS 
AND CIP RATES 

Ira G. Megdal, Esquire, (Cozen O'Connor, attorneys) on behalf of South Jersey Gas 
Company ("Petitioner") 

Felicia Tbomas-Friel, Deputy Rate Counsel, Henry M. Ogden, Assistant Deputy 
Rate Counsel and James W. Classen, Assistant Deputy Rate Counsel on behalf of the New 
Jersey Div:sion of Rate Counsel ("Rate Counsel") (Stefanie A. Brand, Director) 

Alex Moreau and Veronica Bcke, Deputy Attorneys General, on behaifofthe Staff of 
the Board of Public utilities ("Staff') (John J. Hoffman, Acting Attorney General of the State of 
New Jersey) 

TO: THE HONORABLE BOAHD OF PUBLIC UTILITIES: 

I. INTRODUCTION 

I. This Stipulation is intended to make final the provisional Basic Gas Supply Service 

("13GSS") and Conservation Incentive Program ("CIP") rates previously approved by the Board 

on September 30, 2014 in Docket No. GR 140505 I 0 (this "Proceeding"). 

II. PROCEDUR.\L HISTORY 

2. On May 30, 2014, South Jersey Gas Company ("South Jersey," or ·'Company," or 

··Petitioner") Gled n. Petition (''Petition") in this Proceeding seeking to revise the level of its 

BGSS and to revise the level of its CIP charges for the period October 1, 2014 through 

... 



September 15 in Docket No. GR 14050510. The Company requested that the Board of 

Public Utilities ("Board") approve the Company's proposal to increase the current level of its 

Peri BGSS per therm charge of S0.5325001 to $0.650270, an increase of $0.117770. 

3. At the time the Petition was filed, the Company was projecting a September 30, 

2014 deferred gas cost under-recovery of S49.9 million, du::; to the unusual and extreme impacts 

that \Veath~r and market conditions had on gas costs during the 2013-2014 BGSS year. 

" 
4. To mitigate the impact that a traditional one-year recovery of this deferred under-

recovery would have on customer bills, South Jersey's proposed Periodic BGSS charge sought to 

recovery S25.4 million, or one-half of the projected 2013-2014 BGSS year-end deferred gas cost 

under-recovery, including carrying costs. South Jersey proposed to recover the remaining .. 

portion of this deferred gas cost under-recovery during the 2015-2016 BOSS year. Any under or 

over-collection at the conclusion of the 2016 BOSS year will be trued-up and retlected in a 

future annu:1l BOSS filing, as is usually done. 

5. \Vith respect to the BGSS aspect of the Petition, South Jersey also requested that the 

B11ard authorize that: l) the gas cost portion of the Company's D-2 charge for Rate Schedule 

L VS be set at S 19.577874 per Mcf; 2) the gas cost portion of the Firm 0-2 charge for Rate 

Schedule EGS-LV Firm be set at $15.513847 per :V1cf; 3) the Limited firm 0-2 charge for Ra:e 

Scl;cdulc EGS-LV and the 0-2 charge for Rate Schedule FES be set at $9.788936 per l\1cf; ~md 

4) the monthly BGSS non-commodity rate applicable to Rate Schedules GSG, GSG-LV, EGS. 

L VS, EGS-L V and NGV be set at $0.106566 per therm. These changes would result in 2.r1 

'All rZJtes quoted h~:rein i:JCiude S:tles ZJnd Use T:1xes ("SUT") 

- 2 -
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increase in annual BGSS revenues of $25.2 million, excluding t0...xes, ar.d $27.1 million includtng 

taxes. 

6. \Vitl1 respect to L1e CIP aspect of the Petition, South Jersey requested that the Board 

approve the implementation, effective October 1, 2014, of per therm CIP factors of: 

• $(0.075785) for Group I Residential Non-Heat customers; 
• $(0.027283) for Group II Residential Heat customers; 
• $(0.003431) for Group III General Ser1ice (GSG) customers; and 
• $0.001946 for Group IV General Service Large Volume (GSG-LV) custJmers. 

7. The requested CIP ra:es would result in a monthly decrease of $6.65, or 5.2% per 

month, for a resicential heating customer using 100 therms of gas during a winter month. The 

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

of S0.65, or 2.5%. The impact on a GSG customer using 500 therms of gas during a rnonth is a 

Jecrease of $21.27, or 3. 7%. The impact on a GSG-LV customer using 15,646 therms of gas a 

month is a decrease of $551.58, or 3.1 %. 

3. As proposed, the net annual revenue increase to the Company from the BOSS and 

CI:P revisions would be approximately $5.3 million (including taxes). The combined proposed 

changes in the Company's BOSS and CIP rates would result in a net increase of approximately 

4.0% or 5 5.13 per month for the residential heat customer using 100 thcrms during the month. 

9. Two duly noticed pubiic hearings for the Petition were held on August 19, 2014 in 

Voorhees, New Jersey. The public hearings \vere noticed in newspapers of general cir .. dation 

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

10. By Order and Decision dated September 30, 2014, the Board approved, on a 

provisional basis, the BOSS and CIP rates proposed in Docket ~o. GR 14050510. The Board 

~ 
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approved a revision to the Company's after-hx per thenn Periodic BGSS rate of $0.650270 per 

therm; a revision of the gas portion of the after-tax per Mcf D-2 charge to S 19.5 7787 4 for Rate 

Schedule L YS; a revision of the gas portion of the after-tax per Mcf D-2 charge cf $15.513847 

md a revision of the gas portion ofthe Limited Finn D-2 rate to $9.788936 for Rate Schedule 

EGS-LV; a revision of the gas tJOiiion of the after-tax per McfD-2 rate of $9.788936 for Rate 

Schedule FES and a decrease of the after-tax per therm Monthly BGSS non-commodity rate to 

50.106566 for Rate Schedules GSG, GSG-LV, EGS, LYS, EGS-LY and NOV. 

ll. In the September 30, 2014 Order, the Board also approved, on a previsional basis, 

the Company's implementation of the following per thenn CrP rates: ( l) c.n after-tax per-thenn 

credit of$0.075785 for Group I RSG Non-Heating Customers; (2) a credit of$0.027283 for 

Group II RSG Heating Customers; (3) a credit of S0.00343l for Group III GSG Customers; and 

( 4) a charge of $0.001946 for Group IV GSG-LY Customers. 

12. All changes to the Company's BGSS and CfP rates became effective, on a 

provisional basis, for service remiered on or after October 1, 2014. 

1 J. Discovery has been propounded upon Petitioner and Petitioner has responded to a:l 

discovery in this Proceeding. 

II. STIPUL\ TED TER¥1S 

!.f. South Jersey, Board Staff, and Rate Counsel, the only parties to this Proceeding 

l collectively the "Parties"), have discussed certain matters at issue in this proceeding. The 

Parties have determined th3t it would he reasonable and in the public interest to make final the 

proviswnal BGSS and CIP rates previously approved in the September 30, 2014 Order. 

' - '"t -



15. Pt:rsuant to the Board's October 12,2006 and January 21,2010 Orders in Docket 

GR05l21 020, my non-weather related CrP surcharges must be offset by reductions in BGSS 

costs. Accordingly, in its Petition, the Company sought to return an estimated total of $5.1 

million of excess CIP related margins, with($! 0. 3) million weather related and $5.2 million non­

weather ~elated, for the CIP period ending September 2015. The Company asserts that BGSS 

savings for the period October 2014 through September 2015 is $10.4 million, which includes 

$0.9 mtllion of commodity-related savings in connection \Vith the Company's agreement with 

Antero Resources. The Parties are not in agreement as to whether the Company's Antero-related 

savings are properly included in BGSS savings. Nevertheless, the BOSS savings test is met. 

The Company further asserts that recovery of the $5.2 million margin deficiency results in a 

return on equiry 8.78 percent, which is less than the Company's approved return on cqt:ity of 

9. 7 5 percent, and thus the ROE test has been met. 

16. The Parties accordingly STIPULATE AND AGREE that the provisional BOSS 

and C[P rates contained in the stipulation approved by the Board's Decision and Order dated 

September 30,1014 in BPU Docket ~o. GR14050510 should be made iinal. There \viii be no 

change in South Jersey's rates ~:sa result of this Stipulation. 

17. The Parties further STIPULATE AND AGREE that the Company may continue 

to defer fcH recovery during the 2015-2016 BGSS year the remaining portion of the deferred 

cost under-recovery .. 

18. The Parties also agree that the Comp:my sh:.:ll not receive carryi!lg costs on the 

deferred g:1s cost UI1der-recovery, as proposed in the Company's Petition. 

. 5 -



19. The Company agrees to continue to provide electronically to the Parties in this 

proceeding, on a monthly basis, the following updated information: 1) the BGSS NY~viEX 

Update Report (also knmvn as S-SCHART-1) attached hereto as Exhibit A; and 2) a monthly 

report (also known as S-SCHART -2) shmving the calculation of net gas per therm, attached 

hereto 'iS 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 

retlected on Exhibit 8 is to be submitted to the Parties on approximately the 15th of the 

following month. 

III. i\liSCELLAi~EOUS 

20. This Stipulation represents a mutual balancing of interests :md, therefore, is 

intended to be accepted and approved in its entirety. lrl the event this Stipulation is not adopted 

in its entirety by the Board, then a.r1y 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. 

21. It is specifically understood :md agreed that this Stipulation represents a negotiated 

final agreement and has been made exclusively forthe purpose of this Proceeding. Except as 

r.:xpressly provided herein, South Jersey, Staff, and Rate Counsel shall not be deemed to have 

approved. agreed to, or consented to IDY principle or methodology underlying or supposed to 

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

The Parties funher acknmvkdgc that a Board Order approving this Stipuiation will 

become effectiv~ upon :he service of said Board Order, or upon such date <1fter the service 

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

- 6 -



23. TrJs Stipulation may be executed in as many counterparts as there are signatories of 

this Stipulation, each of which counterparts shall be an original, but uti of which shall constitute 
I 

one and the same instrument. 

\VHEREFORE, the Parties hereto do respectfully submit this Stipulation and request that 

the Board issue a Decision and Order approving it in its entirety, in accordance with the terms 

hereof, as soon as reasonably possible. 

SOUTH JERSEY GAS COMPANY 

Jv:JJ h. m~ 
lm G. Megdal, Esq. 
Cozen O'Connor 

JOHN 1. HOFFMAN 
ACTING ATTORNEY GENERAL OF NEW JERSEY 
Attorney for the Staff of the Board of Public Utilities 

By: 

~ 

\\ 
Datcd:\tJ.:£, )0,2015 

0 
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