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IN THE MATTER OF THE PETITION OF SOUTH
JERSEY GAS COMPANY FOR APPROVAL OF
INCREASED BASE TARIFF RATES AND CHARGES
FOR GAS SERVICE AND OTHER TARIFF REVISIONS

ORDER ADOPTING INTIAL
DECISION AND STIPULATION
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Parties of Record:;

Ira G. Megdal, Esq., Cozen O’Connor, P.C., on behalf of South Jersey Gas Company, Petitioner
Stefanie A. Brand, Esq., Director, Division of Rate Counsel

BY THE BOARD:'

On January 27, 2017, pursuant to N.J.S.A. 48:2-21 and N.J.A.C. 14:1-5.12, South Jersey Gas
Company (“Company” or “SJG”), a public utility of the State of New Jersey subject to the
jurisdiction of the New Jersey Board of Public Utilities (“Board”), filed a petition for approval of
" an increase in its operating revenues of approximately $74.9 million or 15.3% to be effective for
gas service provided on or after February 28, 2017, as well as for certain other tariff changes
and proposals.? The Company also seeks Board approval. to maintain its existing composite
depreciation rate pursuant to N.J.S.A. 48:2-18. In addition, the Company seeks authorization to
defer, until the Company’s next base rate case, certain incremental expenses related to pension
and post-retirement healthcare expenses. The petition was based upon three {3) months of
actual and nine (9) months of estimated data.

! Commissioner Dianne Solomon did not participate.

% The referenced increase is after giving effect to: (1) the roll-in of the Company’s Conservation Incentive
Program revenues, adjusted for Sales and Use Tax; and (2) the roll-ins to base rates for the Company's
Storm Hardening and Reliability Program (*“SHARP”) and Accelerated Infrastructure Repiacement
Program ("AIRP") to take place October 1, 2017, outside of this base rate proceeding.
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According to the petition, the primary reasons for the requested increase is the need to earn a
fair return on capital investments and projects made since the filing of the Company’s iast base
rate case in 2013 in order to ensure that the Company can continue to attract capital at
reasonable rates and invest in the infrastructure necessary to provide safe and reliable service.

On February 22, 2017, the Board issued an Order suspending the proposed rates until June 28,
2017, and the matter was transmitted to the Office of Administrative Law (*OAL") on March 7,
2017. By Order dated May 31, 2017, the Board further suspended the proposed rates until
October 28, 2017.

The matter was assigned to Administrative Law Judge Elia A. Pelios. On April 8, 2017 and April
10," 2017, Mofions to Participate were filed by Public Service Electric & Gas Company
(‘PSE&G") and New Jersey Natural Gas Company (“NJNG”), respectively. On June 21, 2017,
ALJ Pelios issued orders granting participant status to NJNG and PSE&G.

Following notice in newspapers of general circulation within SJG's' service territory, and the
serving of notice upon affected municipalities and counties within the Company'’s service area,
two (2) public hearings were held in Voorhees, New Jersey on. June 20, 2017. No members of
the public appeared at either public hearing. On June 19, 2017, the Housing Authority of the
Borough of Clementon fited comments in opposition to the rate increase requested by SJG.

As the case progressed, the éstimated data was replaced by actual data, and on September 15,
2017, the Company filed its update consisting of twelve (12) months of actual data. The net
revenue increase demonstrated by this twelve (12) month update became approximately $86.66
million.

STIPULATION

After discovery and comprehensive settlement discussions, on September 29, 2017, the
Company, Board Staff, and Rate Counsel (collectively, “Parties”) reached a stipulation of
settlement (“Stipulation”),’ the key elements of which are as follows:

-

A. Revenue Requirements

11. The Parties agree that the test year ending August 31, 2017, adjusted for known
and measurable changes, is appropriate for use in this case.

12.  The Parties agree that SJG's revenues from base rates should be increased by
$39.5 million, excluding SUT, effective for service rendered on and after
November 1, 2017, or on such other date as the Board deems appropriate.

® Although summarized in this Order, the detailed terms of the Stipulation control, subject to the findings
and conclusions of the Order.
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The Parties agree to a rate base of $1,612,091,070.

The Parties further agree that an appropriate overall rate of return is 6.7975%,
based upon a 52.5% common equity component of the capital structure with a
cost rate of 9.60%.he long-term debt component of the capital structure is 47.5%
with a cost rate of 3.70%. As a result of the Stipulation, the typical residential
sales service customer, using 100 therms of gas during a winter month, will
receive an increase of $14.73 or 11.9% on their monthly bill from $124.09 to
$138.82. The average residential heating customer using 727 therms annually
will receive an increase of $112.12 or 11.8% in their annual bill.

The stipulated revenue requirement reflects an adjustment for consolidated
federal income taxes.

The Parties agree that the revenue increase stipulated above reflects the roll-in
of the Conservation Incentive Program (“CIP”), and takes into consideration the
Storm Hardening and Reliability Program (“SHARP”) and Accelerated
Infrastructure Replacement Program (AIRP [I") roll-ins taking place on October 1,
2017, the values of which are: (1) CIP $9,078,930; (2) SHARP $3,421,314; and
(3) AIRP 1l $4,653,896.

The Parties agree that the Margin Revenue Factors and the monthly Baseline
Usage per Customer ("BUC") set forth in SJG's current CIP tariff must be
updated in order to align these aspects of the CIP with the Board's approval of
new rates in this proceeding. The new Margin Revenue Factors will be:

Group | (RSG non-heating):  $0.697621 per therm

Group Il (RSG heating): $0.697621 per therm

Group Il (GSG): $0.582636 per therm

Group IV (GSG-LV): - - $0.289580 per therm
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The new BUC will be as follows for each customer class:

Month | Group I: Group Il Group lii: Group IV:
RSG RSG Heating | GSG : GSG-LV
Non-Heating

Oct. 9.8 17.4 98.3 8,357.0
Nov. 17.6 72.8 3344 19,088.4
Dec. 30.8 125.4 572.2 23,786.5
Jan. 29.9 151.6 668.9 33,867.6
Feb. 30.8 129.7 553.2 26,589.0
Mar. 24.1 102.8 509.6 24,561.7
Apr. 16.2 54.4 262.5 12,840.3
May 10.9 - 22.6 160.0 9,454.9
Jun. 11.9 12.3 117.2 5,214 .4
Jul. 10.5 13.5 107.9 7,028.8
Aug. 9.0 8.5 85.8 4,538.1
Sep. 8.4 -15.8 124.7 3,558.7
Total 209.9 726.8 3,594.7 178,885.4
Annual

The Parties agree that the rate increase set forth earlier in this Stipulation refiects

an amortization of the following balance sheet accounts for periods not to exceed
those listed below:

A. Rate Case Expense (36 months); and
B. Deferred Pipeline Integrlty Management ("PIM") Expense (36 months); and
C. Deferred expense arising from the 2014 mortality table updates (15 years).

The Parties agree that the Company may defer until its next base rate case the
incremental pension and post-retirement healthcare expense that will resuit from
the Accounting Standards Update ("ASU") related to the presentation and
capitalization of Net Periodic Pension and Post-Retirement Benefit Costs, which
~will become effective for annual reporting periods after December 15, 2017. As
used in this paragraph 19, incremental expenses are those which would not be
experienced by SJG but for the ASU. The Parties further agree that during the
next rate case they are free to chalienge the reasonableness of the deferral
and/or the calculation of the deferred amount.
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The Parties agree to allow the Company to fund its investment portfolio for its
annual Other Post-Employment Benefits.("OPEB") obligations to the maximum
extent available under the Internal Revenue Code ("IRC") up to a limit that will
represent full funding of its obligations and to the maximum tax deduction
allowed.

Attached to the Stipulation as Exhibit A is a schedule entifled "Schedule of
Approved Accrual Rates." The Parties agree that these are the accrual rates for
depreciation which the Company shall utilize on a plant account by plant account
basis from and after the effective date of an Order of the Board accepting the
Stipulation, until further Order of the Board.

From and after the effective date of a Board Order accepting the Stipulation, the
Company will record an annual negative net salvage allowance of $4,659,755.

In the Board-approved stipulation in the Company's 2013 base rate proceeding,
Docket No. GR13111137, an agreement was made that the Company wouid
record an annual net negative salvage allowance of $2,390,167 until further order
of the Board. It was further agreed that this amount, along with ongoing net
salvage amounts incurred, would be charged to Account No. 254 as a regulatory
liability. It was further agreed that the Company would debit Account No. 254 and
credit depreciation expense, an annual amount of $1,060,130 per year for 36.25
years for the return to customers of "Non-Legal Asset Retirement Obligations" of
$38,429,701. It was further agreed that the Company would be made whole for
experienced actual cost of removal ("COR"). The Company would not be
required to absorb a loss for the amount of negative net salvage in excess of the
then balance sheet account.

The Company has experienced COR in excess of $2,390, 167 per year, thus
reducing the regulatory liability in amounts greater than the annual credit to
customers. As a result, as of August 31, 2017 the regulatory liability equaled
$24,137,762. The Parties agree that this amount will be credited to customers
over the remaining 33 and 1/12th years at a rate of $729,605. In addition, the
Company will continue to reduce the regulatory liability by the amount by whlch
experienced net salvage exceeds the annual net salvage allowance of
$4,659,755 established in this proceeding.

This process will continue until the regulatory liability is reduced to zero.

Once the Non-Legal ARO liability balance reaches zero there will be no further
special accounting treatment for COR. The annual recovery for COR will be
charged to depreciation expense and credited to the depreciation reserve. Actual
cost of removal will be debited to the depreciation reserve. The Company shall
not be entitled to recover any amounts claimed to be overpaid to ratepayers in
the event the rates resulting from this proceeding remain in effect after the Non-
Legal ARO liability balance reaches zero. The Company will not record a
regulatory asset for any excess actual net COR over the stipulated net salvage
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allowance of $4,659,755 established in this proceeding that may occur after the
Non-Legal ARO liability balance reaches zero.

The Parties stipulate and agree that, under the methodology set forth above, the
Company will be made whole for actual future COR, inasmuch as any over or
under recovery of actual COR will be reflected in the depreciation reserve. The
Parties reserve their rights to argue their respective positions as to the proper
regulatory net salvage amount charged to the depreciation reserve and as to the
net salvage rates required to provide full recovery for subsequent rate increases.

The Company has recorded $58.7 million associated with its Legal ARO for gas
plant as of August 31,2017 for financial accounting purposes. The Company's
current depreciation expense includes the recognition of the accretion expense of
the Legal ARO. The Company represents that it intends to record the annual
accretion of the Legal ARO obligation as a regulatory asset and offsetting
regulatory liability for financial accounting purposes. The regulatory asset will be
credited upon the retirement of the utility property in each respective reporting
period against the Legal ARO liability. As long as the Board continues its current
policy that provides for full recovery of actual COR expenses to a reasonable net
salvage allowance, the Company will not seek recovery of such regulatory asset,
since that asset is extinguished as COR is incurred and debited to the
depreciation reserve, as described above.

Concerning federally mandated transmission and distribution PIM programs, the
Company may continue to defer all costs incurred in connection with such
programs on its books, and may recover all such prudently incurred costs and
related carrying charges in its next base rate case proceeding, subject to review
by the Board. The Company will book carrying costs at the interest rate utilized

- for the Company's SBC.

While the Company has removed from rate base the dollars associated with the
Compressed Natural Gas ("CNG”) Stations which will not be completed during
the post-test year period, Rate Counsel and Staff reserve the right to challenge
the prudence of the number, location, size and cost of any CNG facilities in a
future rate case proceeding. Also, in the interest of settlement, the Company has
removed 4rom rate base dollars the post-test year construction project for the
Lawnside Pipeline. Rate Counsel and Staff reserve the right to challenge the
prudency of these expenditures in a future rate case proceeding.

B. Tariff and Rate Design

31.

32.

Attached to the Stipulation as Exhibit B is a schedule entitled "South Jersey Gas
Company, Base and Total Revenues at Present and Proposed Rates." The
Parties stipulate that this Schedule represents the rates, rate design and billing
determinants to be utilized in this case.

The Parties stipulate that within ten days of an Order accepting the Stipulation,
the Company will make a compliance filing consisting of the Company's Tariff for
Gas Service, BPU NJ No. 12, clean and marked, reflecting the changes agreed
upon in this matter. ‘

6
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lil. CUSTOMER SERVICE

33. Attached to the Stipulation as Exhibit C is a document entitled "South Jersey Gas
Company Customer Service Metrics." Attached to the Stipulation as Exhibit D is
a document entitled "Narrative Summary". Attached to the Stipulation as Exhibit
E is a document entitled "South Jersey Gas Company Customer Service
Enhancement Plan". These documents have been agreed to by the Parties on a
preliminary basis. It is understood that the Parties will meet quarterly, beginning
by April 2018 to review these documents and make any mutually agreed upon
alterations thereto. it is intended that Exhibits C and D serve as quarterly reports.
The Company will continue to provide its existing quarterly customer service
metrics reports until additional agreed-upon metrics can be provided as per
Exhibit C. The Company will use its best efforts to have its overall computer
database systems in place to capture the new metrics by January 2018.

On October 2, 2017, NIJNG and PSE&G filed correspondence with the Board indicating that
they had no objection to the Stipulation.

On October 3, 2017 ALJ Pelios issued an initial decision accepting the terms of the Stipulation.

DISCUSSION AND FINDINGS

In evaluating a proposed settiement, the Board must review the record, balance the interests of
the ratepayers and the shareholders, and determine whether the settlement represents a
reasonable disposition of the issues that will enable the Company to provide its customers in
this State with safe, adequate and proper service at just and reasonable rates. In re Petition of
Pub. Serv. Elec. & Gas, 304 N.J. Super. 247 (App. Div.), cert. denied, 152 N.J. 12 (1997). The
Board recognizes that the parties worked diligently to negotiate a compromise that attempts to
meet the needs of as many stakeholders as possible. The Board further recognizes that the
Stipulation represents a balanced solution considering the many complex issues that were
addressed during the proceeding. :

Therefore, based on the Board’s review and consideration of the record in this proceeding, the
Board HEREBY FINDS the Initial Decision and Stipulation 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 conditions as though fully set forth herein, subject to any terms and conditions set
forth in this Order.

As a result of the Stipulation, a typical residential heating customer using 100 therms of gas
during a winter month will receive an increase of $14.73 or 11.9% on their monthly bill from
$124.09 to $138.82. The rates approved by this Order will become effective for service
rendered on and after November 1, 2017,

The Company is HEREBY DIRECTED to file tariff sheets consistent with this Order by
November 1, 2017.
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The Company’s rates remain subject to audit by the Board. This Decision and Order shall not
preclude the Board from taking any actions deemed to be appropriate as a result of any Board
audit.

This Order shall be effective on October 30, 2017.

DATED: \Q\zo\\1 BOARD OF PUBLIC UTILITIES

CHARD 8. MROZ
PRESIDENT

f% /Z M d/mmww

JOSEPK.L-FIORDALISO MARY-ANNA HOLDEN
COMMISSIONER OMMISSIONER

W‘W\\

UPENDRA J. CHIVUKULA

MMISSIONER
ATTEST: ' I

IRENE KIM ASBURY
SECRETARY

| HEREBY CERTIFY that the within
document is a true copy of the original
in theﬁles of the Board of Public Utilitles

Ol Az
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TARIFF REVISIONS
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SERVICE LIST

South Jersey Gas Company:

Ira G. Megdal, Esq.

Cozen O'Connor P.C.

Liberty View Building, Suite 300
457 Haddonfield Road

Cherry Hill, NJ 08002
imegdal@cozen.com

Stacy A. Mitchell, Esq.
Regulatory Affairs Counsel
South Jersey Gas Company
One South Jersey Plaza
Route 54

Folsom, NJ 08037
smitchell@sjindustries.com

Steven R. Cocchi, Esq.

Director, Rates and Revenue Requirements
South Jersey Gas Company

One South Jersey Plaza

Route 54

Folsom, NJ 08037

scocchi@siindustries.com

- Kenneth J. Barcia, Manager
Rates & Revenue Requirements
South Jersey Gas Company
One South Jersey Plaza

Route 54

Folsom, NJ 08037
kbarcia@sjindustries.com

Thomas Kavanaugh, V.P. & Comptroller
South Jersey Gas Company

One South Jersey Plaza

Route 54

Folsom, NJ 08037
tkavanaugh@sijindustries.com

Mr. David Peterson

Chesapeake Regulatory
Consultants Inc. ‘
10351 Southern Maryland Boulevard
Suite 202 ‘

Dunkirk, MD 20754-9500

davep@chesapeake.net

Mr. Mitchell |. Serota, F.S.A.,
M.AAA. '

Mitchell Serota & Associates
52 15 Old Orchard Road
Suite 750

Skokie, IL 60077-1045

actuary@miserota.com

Mr. Michael J. Majoros Jr.
Snavely, King, Majoros &
Associates, Inc.

P.O. Box 727

Millersville, MD 21108
mmajoros@snavely-king.com

New Jersey Natural Gas Company

Andrew K. Dembia, Esq.- Regulatory Affairs
Counsel

New Jersey Natural Gas Company

1415 Wyckoff Road

P.O. Box 1464

Wall, New Jersey 07719
adembia@njng.com

Division of Rate Counsel

140 East Front Street, 4" Floor
Post Office Box 003

Trenton, NJ 08625-0003

Stefanie A. Brand, Esq., Director

sbrand@rpa.state.nj.us
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Robert F. Fatzinger, Senior V.P.
- Engineering Services & System Integrity
One South Jersey Plaza
Route 54
Folsom, NJ 08037

rfatzinger@sijindustries.com

Daniel P. Yardley, Principal
Yardley & Associates

2409 Providence Hills Drive
Matthews, NC 28105
dan@yardleyassociates.com

Paul R. Moul, Managing Consuitant
P. Moul & Associates, Inc.

251 Hopkins Road

Haddonfield, NJ 08033
prmoul@verizon.net

Kenneth Novak
Executive Director

Ernst & Young, LLP

300 First Stamford Place
Stamford, CT 06902

kenneth.novak@ey.com

Michael J. Reno, Executive Director
Ernst & Young, LLP

1101 New York Avenue, N.W.
Washington, D.C. 20005
michael.reno@ey.com

Public Service Electric and Gas Company

Joseph F. Accardo Jr, Esq.

PSEG Services Corporation
80 Park Plaza, T5G

P. O. Box 570

Newark, New Jersey 07102

joseph.accardojr@pseq.com

Matthew M. Weissman, Esq.
PSEG Services Corporation

80 Park Plaza, TS

P.O. Box 570

Newark, New Jersey 07102
matthew.weissman{@pseq.com
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blipman@rpa..nj.gov

Felicia Thomas-Friel, Esa.

fthomas@rpa..nj.gov

Henry Ogden, Esq.
hogden@rpa..nj.gov
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ssteindel@rpa.nj.qov

Maura Caroselli, Esq.
mcaroselli@rpa.nj.gov

Kurt Lewandowski, Esq.
klewando@rpa.nj.qov

Sheliy Massey
smassey@rpa.nj.qov
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Division of Law

124 Halsey Street

Post Office Box 45029
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Alex Moreau, DAG
alex.moreau@law.njoag.gov :

Geoffrey Gersten, DAG
geoffrey. gersten@law.njoag.gov

Veronica Beke, DAG
veronica.beke@law.njoag.gov

Beard of Public Utilities

44 South Clinton Avenue, 3" Floor, Suite 314
Post Office Box 350

Trenton, NJ 08625-0350

Division of Energy
Thomas Walker, Director
thomas.walker@bpu.nj.qgov

Stacy Peterson, Deputy Director

stacy.peterson@bpu.nj.gov
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PSEG Services Corporation
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P.O. Box 570

Newark, New Jersey 07102
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Bernard Smails

Paralegal

PSEG Services Corporation
80 Park Plaza, T5

P.O. Box 570

Newark, New Jersey 07102
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Dante Mugrace
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PCMG and Associates -

22 Brooks Avenue
Gaithersburg, MD 20877
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Acadian Consulting Group

5800 One Perkins Place Drive
Suite 5-F

Baton Rouge, LA 70808
edmcgee@acadianconsulting.com
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW -

INITIAL DECISION
SETTLEMENT

OAL DKT. NO. PUC 3261-17
AGENCY DKT. NO. GR17010071

IN THE MATTER OF THE PETITION OF
SOUTH JERSEY GAS COMPANY, FOR
" APPROVAL OF INCREASED BASE
TARIFF RATES AND CHARGES FOR
GAS SERVICE AND OTHER TARIFF
REVISIONS.

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

1

Felicia Thomas-Friel, Esq., Deputy Rate Counsel, Maura Caroselli, Kurt S.
Lewandowski, Henry M. Ogden and Sarah H. Steindel, Assistant Deputy
Rate Counsels, for the New Jersey Division of Rate Counsel, appearing
pursuant to N.JAC. 1:1-5.4(a)2

Alex Moreau and Veronica Beke, Deputy Attorneys General, for respondent New
Jersey Board of Public Utllities {Christopher S. Porrino, Attorney General of

New Jersey, attorney)

Joseph F. Accardo, Jr., Deputy General Counsel, for Participant PSE&G Services

Corporation

New Jersey is an Equal Opporamity Employer
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Andrew K. Dembia, Esq., Regulatory Affairs Counsel, for Participant New Jersey
Natural Gas Company '

Record Closed: October 2, 2017 Decided: October 3, 2017
BEFCRE ELIAA. PELICS, ALJ:

This proceeding involves a petition by South Jersey Gas Company, for approval of
increased base tariff rates and charges for gas service and other tariff revisions. The
petion was transmitted to the Office of Administrative ‘Law on March 8, 2017, for
determination as a contested case. Duly noticed public hearings were held in Voorhees
Township, New Jersey, on June 20, 2017. No members of the public appeared at either
public hearing in Voorhees Township on June 20, 2017. No written comments were
submitted by the public.

The parties filed on October 2, 2017, a Stiputation of Settlement (J-1) which resolves
all issues in this proceeding. Said Stipulation of Settlement has been signed by all parties,
indicates the terms of settlement, and is attached and fully incorporated herein.

{ have reviewed the te‘rms of settlement and | FIND: N

1. The parties have voldntarily agreed to the sefflement as evidenced by their

sighatures or their representatives’ signatures on the attached document.

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

| hereby FILE my initial decision with the BOARD OF PUBLIC UTILITIES for
consideration. '
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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 otherwise extended, this recommended decision shall
become a final decision in accordance with N.J.S.A. 52:14B-10.

October 3, 2017

DATE

Date Received at Agency:

Date Mailed to Parties:

/ch

S

o

ELIAA. PELIOS, ALJ
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APPENDIX

EXHIBITS

Jointly Submiftted
J-1  Stipulation of Settiement




STATE OF NEW JERSEY

MT .
BOARD OF PUBLIC UTILITIES N 1 “\ :’1 n
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IN THE MATTER OF THE PETITION OF :  BPUDOCKET NO. GR17010071 AL, iz "; \. ¥
SOUTH JERSEY GAS COMPANY FOR :  OAL DOCKET NO. PUC 03261-17N ity __
APPROVAL OF INCREASED BASE TARIFF g
RATES AND CHARGES FOR GAS SERVICE STIPULATION

AND OTHER TARIFF REVISIONS : OF SETTLEMENT

APPEARANCES:
Ira G. Megdal, Esq., Cozen O’Connor, Counsel for Petitioner South Jersey Gas Company.

Felicia Thomas-Friel, Esq., Deputy Rate Counsel, Maura Caroselli, Kurt S. Lewandowski, .
Henry M. Ogden and Sarah H. Steindel, Assistant Deputy Rate Counsels, for the New Jersey
Division of Rate Counsel (Stefanie A, Brand, Esq., Director).

Alex Moreau and Veronica Beke, Deputy Attorneys General for the Staff of the New Jersey
Board of Public Utilities (Christopher S. Porrino, Attorney General of New Jersey).

Joseph F. Accarde, Jr., Deputy General Counsel for Participant, PSE&G Services Corporation.

Andrew K. Dembia, Esq., Regulatory Affairs Counsel for Participant New Jersay Natural Gas
Company.

TO: THE HONORABLE ELIA A. PELIOS, ALJ
L BACKGROUND

1. On January 27, 2017, South Jersey Gas Company (“South Jersey,” “Petitioner,”
or “Company”) filed with the New Jersey Board of Public Utilities (“Board” or “BPU") a case
surnmary, petition, testimony and exhibits ( “Petition™) in BPU Dacket No. GR17010071
requesting an increase in operating revenues, adjusted for Sales and Use Tax (“SUT”), of
approximately $74.87 million or 15.3% (aﬁef giving effect to the roll-in of the Company’s
Conservation Incentive Program (“CIP”) revenues, adjusted for SUT, and the roll-ins to base

rates for the Company’s Storm Hardening and Reliability Program (“SHARP”) and Accelerated




Infrastructure Replacement Program (“AIRP”), effective October 1, 2017, outside of the base
rate proceeding).

2, In the Petition, South Jers§y proposed a test-year ending August 31, 2017. The
Petition as originally filed was based upon three (3) months of actual and nine months of
estimated data. As the case progressed, the estimated data was replaced by actual data, and on
September 15, 2017, the Company filed its update consisting of twelve (12) months 6f actual
data. The requested addiltional operating revenue or net revenue increase demonstrated by this
twelve() month update became approximately-$86.66 million.

3. On March 7, 2017, this proceeding was transmitted by the Board to the Office of
Administrative Law (“OAL”)as a contesied case. The matter was assigned to Administrative
Law Judge Elia A, Pelios. On April 19, 2017, the first of two prehearing conferences was
conducted by Judge Pelios. The second prehearing conference was held by phone on Auguét 23,
2017,

4, On April 6, 2017 and April 11, 2017, Motions to Participate were filed by Public
Service Electric & Gas Services Corpora;ion (*PSE&G”) and New Jersey Natural Gas Company
("NING”), respectively. On June 21, 2017, Judge Pelios issued orders granting participant status
to both NING and PSE&G.

5. The parties to this case are Petitioner, the Division of Rate Counsel (“Rate
Counsel”) and the Staff of the Board (“Staff”) (collectively, “Parties™). The participants are
NING and PSE&G.

6. Pursuant to appropriate notice in newspapers of genéral circulation within South
Jersey’s service territory, and the serving of notice upon affected municipalities and counties

within the Company’s service area, two public hearings were held in Voorhees, New Jersey on
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June 20, 2017. No members of the public appeared at either public hearing and no written
comments regarding the Petition were reéeived by any of the Parties,

7. Discovery involving over 600 requests, many with multiple parts, was answered
by the Company and discovery and settlement conferences were held by the Parties. During
these conferences, the Company was asked, and answered numerous discovery questions, both
orally and in writing,

8. The Compgny filed initial direct and supplemental direct testimony. This
settlement was made before testimbny was filed by any other Party.

9. Evidentiary hearings were scheduled for October 2017. Prior to the
commencement of such hearings, the Parties conducted meetings to discuss settlement, and as a
result, this Stipulation of Settlement (“Settlement™) was agreed upon by the Parties.

10.  The Parties hereto agree and stipulate as follows:

18 STIPULATED MATTERS
A, Revenue Requirements

11. . The Parties agree that the test year ending August 31, 2017, adjusted for known
and measurable changes, is appropriate for use in this case.

.12, The Parties agree that South Jersey’s revenues from base rates should be
increased by $39.5 million, excluding SUT, effective for service rendered on and after November
1, 2017, or on such other date as the Board deems appropriate.

13, The Parties agree to a rate base of $1,612,091,070.

14.  The Parties further agree that an appropriate overall rate of return is 6,7975%,
based upon a 52.5% commeon equity component of the capital structure with a cost rate of 9.60%.

The long-term debt component of the capital stracture is 47,5% with a cost rate of 3.70%. As a
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result of this Settlement, the typical residential sales service customer, using 100 therms of gas
during a winter month, will receive an increase of $14,73 or 11.9% /on their monthly bill from
$124.09 t0-$138.82, The average residential heating customer using 727 therms annually will
receive an increase of $112.12 or 11.8% in their annual bill.

15.  The stipulated revenue requirement reflects an adjustment for consolidated federal |
income taxes.

16.  The Parties agree that the revenue increase stipulated above reflects the roll-in of
the CIP, and takes info consideration the SHARP and AIRP roll-ins taking place on October 1,
2017, the values of which are: (1) CIP $9,078,930; (2) SHARP $3,421,314; and (3) AIRP I
$4,653,896.

17.  The Parties agree that the Margin Revenue Factors and the monthly Baseline
Usage per Customer (“BUC”) set forth in South Jersey’s current CIP tariff must be updated in
order to align these aspects of the CIP with the Board’s approval of new rates in this proceeding,

The new Margin Revenue Factors will be:

Group I (RSG non-he!ating): $0.697621 per therm
Group II (RSG-heating): $0.697621 per therm
Group HI (GSG): $0.582636 per therm
Group IV (GSG-LV): $0.289580 per therm ’

The new BUC will be as follows for each customer class:
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Groupl: GroupIl: ' _
RSG RSG  Group II: Group IV:

Month Non-Heating Heating GSG GSG-LY
Oct. 9.8 17.4 98.3 8,357.0
Nov. 17.6 72.8 334.4 19,088.4
* Dec. 30.8 1254 5722 23,786.5
Jan, 29.9 151.6 668.9 33,867.6
Feb, 30.8 129.7 553.2 26,589.0
Mar, 24.1 102.8 509.6 24,561.7
Apr. 16.2 54.4 262.5 12,340.3
May 10.9 22.6 160.0 9,454.9
Jun. 11.9 12.3 117.2 5,214.4
Jul. 105 13.5 107.9 7,028.8
Avg. 9.0 8.5 85.8 4,538.1
Sep. - 84 158 - 1247 3,558.7

Total Annual 209.9 726.8 3,594.7 178,885.4

18.  The Parties agree that the rate increase set forth earlier in this Stipulation reflects
an amortization of the following balance sheet accounts for periods not to exceed those listed
below:

A Rate Case Expense (36 months); and

Deferred Pipeline Integrity Management (“PIM™) Expense (36 months); and

C. Deferred expense arising from the 2014 mortality table updates (15 years).

19.  The Parties agree that the Company may defer until its next base rate case the
incremental pension and post-retirement healthcare expense that will result from the Accounting
Standards Update (“ASU”) related to the presentation and capitalization of Net Periodic Pension
and Post-Retirement Benefit Costs, which will become effective for annual reporting periods
after December 15, 2017. As used in this paragraph 19, incremental expenses are those which

would not be experienced by South Jersey but for the ASU. The Parties further agree that during
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the next rate case they are fiee to challenge the reasonableness of the deferral and/or the
calculation of the deferred amount.

20.  The Parties agree to allow the Company to fund its investment portfolio for its
annual Other Post-Employment Benefits (“OPEB”) obligations to the maximum extent available
under the Internal Revenue Code (“IRC”) up to a limit that will represent full funding of its
obligations and to the maximum tax deduction allowed.

21.  Attached hereto as Exhibit A is a sphedule entitled “Schedule of Approved
Accrual Rates.” The Parties agree that these are the accrual rates for depreciation which the
Company shall utilize on a plant account by plant account basis from and after the effective date
of an Order of the Board accepting this Stipulatio;n, until further Order of the Board.

22.  From and after the effective date of a Board Order accepting this Stipulation, the
Company will 1'écord an annual negative net salvage allowance of $4,659,755.

23, Inthe Board—apprc;ved stipulation in the Company’s 2013 base rate proceeding,
Docket No. GR13111137, an agreement was made that the Corﬁpény would record an annual net
negative salvage allowance of $2,390,167 until further order of the Board. It was further agreed
that this amount, along with ongoing net salvage amounts incurred, would be charged to Account
No. 254 as a regulatory liability. It was further agreed that the Cotapany would debit Account
No. 254 and credit depreciation expense, an annual amount of $1,060,130 p;r year for 36.25
years for the 1'etufn to cusfomers of “Non-Legal Asset Retirement Obligations” of $38,429,701.
It was further agreed that the Company would be made whole for experienced actual cost of
removal (“COR”). The Company would not be required to abserb a loss for the amount of

negative net salvage in excess of the then balance sheet account.
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24, The Company .has experienced COR in excess of $2,390,167 per year, thus
reducing the regulatory liability in amounts greater than the annual credit to customers. As a
result, as of August 31, 2017 the regulatory liability equaled $24,137,762. The Parties agree that
this amount will be credited to customers over the remaining 33 and 1/12th years at a rate of
$729,605. In addition, the Company will continue to reduce the regulatory liability by the
amount by which experienced net salvage exceeds the annual net salvage allowance of
$4,659,755 established in this proceeding, .

25.  This process will continue until the regulatory liability is reduced to zero.

26.  Once the Non-Legal ARO Iiébility balance reaches zero there will be no further
special accounting treatment for COR. The annual recovery for COR will be charged to
depreciation expense and credited to the depreciation reserve. Actual cost of removal will be
debited to the depreciation reserve. The Company shall not be entitled to recover any amounts
claimed to be overpaid to ratepayers in the event the rates resulting from this proceeding remain
in effect after the Non-Legal ARO liability balance reaches zero. The Company will not record 'a
regulatory asset for any excess actual net COR over the stipulated net salvage allowance of
$fr,659,"155 established in this proceeding that may occur after the Non-Legal ARO liabililty
balance reaches zero.

27.  The Parties stipulate and agree that, under the method;logy set forth above, the
Company will be made whole for actual future COR, inasmuch as any over or under recovery of
actual COR will be reflected in the depreciation reserve. The Parties reserve their rights to argue
their respective positions as to the proper regulatory net salvage amount charged to the
depreciation reserve and as to the net salvage rates required to provide full recovery for

subsequent rate increases.
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28.  The Company has recorded $58.7 million associated with its Legal ARO for gas
plant as of August 31, 2017 for financial accounting purposes. The Company’s current
depreciation expense includes the recognition of the accretion expense of the Legal ARO. The
Company represents that it intends to recprd the annual accretion of the Legal ARO obligation as
a regulatory asset and offsetting regulato;:'y liability for financial accounting purposes. The
regulatory asset will be credited upon the retirement of the utjlity property in each respective
reporting period against the Legal ARO liability. As long as the Board continues its current
policy that provides for full recovery of actual COR expenses to a reasonable net salvage
allowance, the Company wiil not seek recovery of such regulatory asset, since that asset is
extinguished as COR is incurred and debited to the depreciation reserve, as described above.

29.  Concerning federally man;dated transmission and distribution PTM programs, the
Company may continue to defer all costs incurred in connection with such programs on its
books, and may recover all such prudently incurred costs and related carrying charges in its next
base rate case proceeding, subject to review by the Board. The Company will book carrying

costs at the interest rate utilized for the Company’s SBC.

30 While the Company has removed from rate base the dollars associated with the
CNG Stations which will not be compiett:ad during the post-test year period, Rate Counsel and
Staff reserve the right to challenge the prudence of the number, location, size and cost of any
CNG facilities in a future rate case proceéding. Also, in the interest of setlement, the Company
has removed from rate base dollars the pbst—test year construction project for the Lawnside
Pipeline. Rate Counsel and Staff reserve the right to challenge the prudency of these

expenditures in a future rate case proceeding.
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B. Tariff and Rate Design
31.  Attached to this Stipulation as Exhibit B is a schedule entitled “South Jersey Gas

Company, Base and Total Revenues at Present and Proposed Rates,” The Parties stipulate that

this Schedule represents the rates, rate design and billing determinants to be utilized in this case.
32.  The Parties stipulate that within ten days of an Order accepting this Stipulation,

the Company will make a compliance filing consisting of the Company’s Tariff for Gas Service,

BPU NJ No. 12, clean and marked, reflecting the changes agreed upon in this matter,

i, CUSTOMER SERVICE

33.  Attached hercto as Exhibit C is a document entitled “South Jersey Gas Company
Customer Service Metrics”. Attached hereto as Exhibit D is a document entitled “Narrative
Summary”. Attached hereto as Exhibit E is a document entitled “South Jersey Gas Company
Customer Service Enhancement Plan”, -'I_'hese documents have been agreed to by the Parties
hereto on a preliminary basis. Tt is understood that the Parties will meet quarterly, beginning by
April 2018 to review these documents and make any mutually agreed upon alterations thereto. Tt
is intended that Exhibits C ax:;d I setve as quarterly reports, The Company will continue to
provide its existing quarterly customer service metrics reports until additional agreed-upon
meirics can be proyided as per Exhibit C. The Comyany will use its best efforts to have its
overall computer database systems in place to capture the new metrics by January 2018,

IV. MISCELLANEQUS

34.  The undersigned Parties hercby agree that this Settlement has been made
exclusively for the putpose of this proceeding and that this Settlement, in total or by specific
item, is in no way binding upon them in any other proceeding, except to enforce the terms of the

Settlement.
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35.  The undersigned Parties agree that this Settlement contains a mutual balancing of
interests, contains interdependent provisipns and, therefore, is intended to be accepted and
approved in its entirety. In any event any particular aspect of this Settlement is not accepteéd and
approved in its entirety by the Board, or modified by the Board, each party that is adversely
affected by the modification can either accept the modification or declare this Settlement to be
null and void, and the Parties shall be placed in the same position that they were in immediately
prior to its execution.

36.  Ltis the intent of the undersigned Parties that the provisions hereof be approved
by the Board as being in the public interest. The undersigned Parties further agree that they
consider the Settlement to be binding on them for all purposes herein.

37.  liis specifically understood and agreed that this Settlement represents a
negotiated agreement and has been made exclusively for the purpose of this proceeding. Except
as expressly provided herein, the undersigned Parties 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 and, in total or by specific item. The undersigned Parties further
agree that this Settlement is in no way binding upon them in any other proceeding, except to
enforce the terms of this Settlement.

38.  The Parties agree to accept as service delivery by courjer (“hand delivery™) of the
BPU Order approving this Stipulation, in whole or in part ( “Order”). The Parties agree that such

method of hand delivery shall be sufficient service of the Order.

WHEREFORE, the undersigned Parties respectfully submit this Settlement to the -
Presiding Administrative Law Judge and Board of Public Utilities and request (1) the Presiding

Administrative Law Judge to issue an Initial Decision approving this Settlement in its entirety in

10
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accordance with the terms contained herein, and (2) the BPU approve this Settlement, in its

entirety in accordance with the terms contained herein through an order on all rate and teriff

issues,

SOUTH JERSEY GAS COMPANY

e D Mgty

Ira G, Megdal, Es§,

Dated: September 29, 2017

LEGAL\32684306M

11

STEFANIE A, BRAND, ESQ., DIRECTOR,
DIVISION OF RATE COUNSE,

Felicia Thomas-Friel, Esq,

Dated: g:i,e_—ﬁgm 29 el

CHRISTOPHER S. PORRINO,
ATTORNEY GENERAL OF NEW
JERSEY

Attorney for the Staff of the Board of Public

Utilities7/
By:__ Jldgrdeis Z%__

Veronica Beke, DAG

oseti{ Yt 29,70/
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Exhibit A

Page 1 of 2
SOUTH JERSEY GAS COMPANY
Schedule of Approved Accrual Rates
Approved
. Accrual
Depreciable Group Rate
DEPRECIABLE PLANT
Accet No, Production Plant
305,00 Structures and Improvements 20,74%
311.00 Liguefied Petroleum Gas Equipment NA
Total Production Plant 20.74%
Underground Storage Piant )
351.00 Structures end improvements 4,76%.
354.G0 Compressor Station Equipment 0
355.00 Measuring and Regulating Equipment NA
Total Underground Storage Plant 4.76%
Liquefied Natural Gas Plant
361.00 Structures and improvemenis 0.67%
362.00 Gas Holders 0.07%
363,00 Purification Equipment 3.37%
Tolal Liquefied Natural Gas Plant 244%
Transmission Plant
366.00 Structures and Improvements 2.13%
367.00 Mains 1.29%
368.00 Compressor Station Equipment 0.00%
369.00 Measuring and Regulating Equipment 3.38%
370.00 Communication Equipment 0.00%
371.00 Other Equipment 0.00%
Total Transmission Plant 1.55%
Distribution Plant
375.00 Structures and Improvements 3.80%
376.00 Mains 1.37%
377.00 Compressor Slatlon Equipment 0.00%
378.00 Measuring & Regulating Statlon Equipment - General 1.69%
375.00 Measuring & Regulating Station Equipment - City Gate 1.26%
380.00 Services 2.01%
381.00 Meters 2,38%
382.00 Meter instaflations 2.89%
383.00 House Regulators 1.82%
384,00 House Regulator Installafions 2.09%
385.00 Industrial Measuring and Regulating Equipment 3.09%
387.00 Other Equipment 0.00%
Total Distribution Plant 1.72%
General Plant Depraciated
380.00 Structures and Improvements 4.98%
352.00 Transportetion Equipment 10.87%
392.10 Transportation Equipment - Van Pool NA
396,00 Power Operated Equipment 6.43%

Subtotat General Depreciated T.77%
i . —




Exhibit A

Page 2 of 2
SQUTH JERSEY GAS COMPANY
Schedule of Approved Accrual Rates
Approved
Accrual
Dapreciable Group Rate
DEPRECIABLE PLANT
Acct No, Production Plant

305,00 Structures and Improvements 20.74%
391.00 Office Furniture and Equipment 2.65%
391.10 Office Furnifure and Equipment - EDP Equip. - Prior to 1985 NA
391,20 Office Furniture and Equipment - EDP Equip. - Post 1985 NA
381.30 Office Furniture and Equipment - Compuler Pre 2006 NA
391.37 Computer Equip-ADS 17.55%
393.00 Stores Equipment Pre 2005 NA
394,00 Tools, Ship & Garage Equip Pre 2005 NA
387,00 Communications Equipment ADS Prior 1985 NA
387.07 Communications Equipment ADS Prior 2005 42.44%
Subtotal General Depreciated 8.80%

Total General Piant Depreciated 7.87%

Total Depreciable W/O Amortized Property 1.84%

General Amortized After 1/1/2005

391.05 Office Furniture and Equipment Post 12/04 5.00%
391.25 EDP Equipment Post 12/04 20,00%
391,35 Offlce Furniture and Equip- Compulers Post 12/04 20.00%
391.40 Major Software Systems Implementation - 6.67%
394.05 Toals, Shop & Garage Equip Post 12/04 5.00%
395.05 Laboratory Equip Post 12/04 5.00%
397,05 Communications Equip Post 12/04 6.57%
398.05 Miscellaneous Equip Post 12/04 : 5.00%

Total General Amortized

Total Depreciable & Amortized Plant ~ 1.96%
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Privfteged ond Cy i~ For Pucpases Only ¥
South Jersey Gas Company
Base and Total Revenues at Prosent and Proposed Rates
Present Rates Proposed Rates
Component Amcunt Linits Rate Revanue Rata Revenue  Ingrease
RSG RSG
Residentla] Gesvica
Customer Charge 4,280,834 Bills $ 8.00 5 3BS28406 $ 1000 § 42,H0%,340
Distribution Charge 253,181413 Themns 0.58978% 144,259,084 0.697621 176,624,670
CIP Revenues 8,869,851 -
Tofal Base Revenuss $ 191,558,241 § 219434010 185%
Rider Reventies $  81,743826 $ 81,748,826
Total Class Revenues $_ 273,407,067 3 301,152.336 18.2%
G5G GSG
e A 10 Therms!
Custamer Charge 295,671 Bills ¥ 2725 §  8,149685 5 3175 § 9495504
Dixtribution Charge 89,562,097 Therms 0.4537266 40,604,519 0.582636 52193755
CIP Revenuss 5,126,476 -
Total Base Revenues $ 53,880,679 § 61,669,259  145%
Ridar Revenues $ 24,060,787 $ 24060787
Fotal Class Revenues § __ Traa.4dee $ 85750046 10.0%

EXHIBITB

Page1 of §




Privieged one ¢ - For St Parposes Only . Page Zof5

South Jersey Gas Company
Base arnd Total Ravenues at Presentand Proposed Rates

Precent Rates Pro d Rales
Component Amowunt Upits Rats Ravanue Rate Revenuse increase
GSGLY GSG-LV
Genemt Senvice Large Volume {100,000 + Amual Themms) :
Cusiomer Chamge 2,770 Bils s 15000 § 325,500 H 150.00 % 325,500
Demand Charge 212776 Mcf 9.6000 1.914,984 40.5000 2,234,148
Distribution Charge 32241055 Themns 0247936 7,985,653 0.289580 8,336,365
CIP Revenues 154,082 -
Tolal Base Revenues s 18,3%0,21% $§ 11,895,012  145%
Rider Revenues 5 ___62636% 5 62E36%
Total Class Revenues $ 16,653,908 $_18159,703 2.0%
CTS TS
m ensive Fi i n Service
Customer Charge 555 Bigs 5 50000 % 333,000 5 60000 § 333,000
Demand Charge 933,720 Mef 274213 3,666,776 . 31.0000 - 4,145,320
Distribution Chamge 27,898,657 Therms 0.053451 1.491.211 0.064322 1,608,447
Total Base Revenues $ 549,987 $ G28TET  145%
Rider Revenues ] 872455 ] 972455

Totat Class Revenues $§ 6463442 § T.258.222  j23%




Mrivieaed and ConFd: - For 5

Purposes Only

South Jersey Gas Company
Base and Total Revenues at Presentand Proposed Rates

: Prasent Rates Proposed Rates
Component Amgont Enits Rate Ravehue Rats Revanue Increase
LS . s
Large Volume Senvice
Customer Charge 313 Bills § 90000 3 281,700 $ ondga $ 281,700
Demand Charge 348,950 Mol 14,8842 5,208,726 18,0000 6,259,100
Distribution Charge 79,591,210 Therms 0.043525 3472167 2.046245 3,680,696
Total Baze Revanues §  BS62,5482 $ 1026145  145%
Rider Revenues § _ 3.408.541 $ 3409541
Total Class Revenues $ 12372134 513671037  105%
EGS EGS
Elact eration Servics "
Cuslomer Charge 108 Bils 3 25.00 % 2,700 3 75.00 § 8,100
Demand Chage 8,352 Md 5.5000 54,548 #2500 59,234
Distributfon Charge {Nov - Mar.) * 555,543 Therms {.120888 72,730 0,137433 75,955
Distribution Charge (Apr - Oct} 783,736 Therms £.099848 78,885 0107433 Bd.844
Totzl Base Revenues $ 208,083 3 239,132 145%
Rider Revenues ] 505,537 ‘s 505,527

Total Class Revenues $ 714,400 s TA4670  42%
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Enviteged ond Confldential - For Settlement Purposes Only

South Jersey Gas Company
Basep and Totaf Revenues at Prasent and Proposed Rates

Present Rates Proposed Rates
‘ Component Amount Units Rate Revenua Rate Revonue  Increase
EGS-LY EGS-LY
Elecliic Ganeration Servige - Lgrge Volume
Custemer Charge 84 Bifs 3 180.00 $ 15,120 s q6R.00 S 75,600
Demand Charge 45200 Mcf 21.354841 968,239 23160086 1,046,836
Total Base Revenues $ 280,359 $ 1,122,436 14.5%
Rider Revenues § 1862044 $ 1,862,044
Total-Clazs Revenues §__ 2:BA3 403 ¥ 2884480 0%
NGV NGV
Natyral Giag Vehide Service
Cust, Charge 0-988 CFH 12 Bills s 37.50 5 450 $ 37.50 § 450
Cust, Charge 1,000-4,899 CFH - dgills 75,00 - 75.00 -
Cust Charge 5,000-24,599 CFH 12 Bils 20000 2400 200.00 2,400
Cust. Charge 25,000+ CFH g6 Bills 60000 57,600 90060 BG,440
Distribtion Charge 2,255,851 Therms 0.169911 383,234 02192421 478,190
Sudtotel Distibulion H 443,754 § 568,440
Compression Charge 983,046 Tharms 0.542769 533.567 0.550000 550,506
Total Base Revenues L 877,311 $  1M3M6  145%
Rider Revenues s 571,761 3 571,761
Total Class Revenuss 5 1.549.072 3 1.699,707 8.1%
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P and Corfi For 5¢ Purpases Qofy
South Jersey Gas Corapany
Hase and Total R P and Proposed Rates
Pro<ent Ratss Proposed Rates
Componant moimt Units Rata Revenus Rate sventis Increase
GLS GLS
a8 Lights Service
Yard Lights 48 Mandles § 7558650 § 4,585 $ 8141391 5 5,248
Street Lights 36 Mantles ¥ 85806217 3.707 § 9824188 4044
Total Base Revenues $ 8,292 $ 9,493  44.5%
Rider Revenues s 72255 $ 72,255
Total Class Revenues $ 80,545 s 81,748 1.5%
TOTAL SYSTEM BASE DISTRIBUTION REVENUES 3§ 272557,543 $ 37, 552 14.5%
0&1:: Revenues
Ridar Reverves $ 119,366,896 $ 119,466,898
Special Contracts 4966317 45866317
Service Charges 1,174,300 1,174,300
Other Revenues 87,877,394 67,877,194
Total Other Revenues $ 193484907 § 193,484,907
TOTAL SYSTEM INCLUDING OTHER REVENUES . §_466.042450 £ 505542459  8.5%
" Increase $ 39,500,008
Target __39.500.060
Differsnce 58
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LL R { INF ATION

SOUTH JERSEY GAS COMPANY
CUSTOMER SERVICE METRICS
—QUARTERZ01_

3) Percentage of calls answered withln 30 seconds

{goal = 80%)
Dverall Average
Folsom
Atlanta

) Call abandonment rate
[goal = 5%}

Dverall Average
Folsomn

Atlanta

c) Speed of answer (avarage speed of answer, seconds)

{no goal established}
Cverall Aversge
Felsom

Atlanta

d) Call volume (number of calls and relative percentages)

Overall Average
Folsom
Atlanta
Meter Reading
a) Number of residential meters not raad
) Number of residentlal meters
c)Percentage of residentlal meters read
{goal = §5%)
Customer Re-bifls
a} Number of re-bllls
b Number of total customars

c} Numbar of re-bills per 1000 custmers
{goal = 20 or fawer per 1000 custamers)

[MONTH}

X%

¥

[MONTH]

XK

xx

XX

HX

XX

X

nx

RK

n

[MONTH)

Xx

L+

XK

Exhiblt C

Quarter
Average

XK

A

X%

n

XX

xX




Gas Leak/Odor Response Ttme

Percentage of pas leaksfodors responded ta within 60 mintyes
{goa) = 95% within 60 minutes)

Service Appointments
a} Percentage of service appointments met
{goal = 95%)

Custom In Boar,

a) Number of camplalnts per 1000 customers
(goal = fawer than 1 per 1000 customars)

b) Diszggregation of number of complaints by complaint categary
Bllling Issues
Shut offs
Sepvice Appointments
Payment Arrangements
Mater Jssurs
Gther
Low Incam i Program
a) lumber of particlpanis In low-Income programs, separately by program
USF
Lifaline
HEAP
b} Number of particlpants In low-Intume programs by municipality, as applicable
[Caunty]
[Muncipality]
[Munctpality)
[Munclpality]
D L] rra
a) Number of DPAs entered Into 1
b} Average term of DPAs .
c} Average dollar amount of arrears made subject to DPA
d) Averags monthiy Installment
&) Number of defaulted DPAs

fj Number of cumplel_ed [Le., successiul} DiPAs
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a) Number of bills paid e2ch month at convenlence stares

b) Percentage of bills pald each menth at convlence stores
compared to Company-wide

¢} Total number bilis pafd, per conpventence stare - Annually

Walk-In Centars

Shut-0ffs

Folsom

Glassboro

Pleasantville

Miivilte

Swalnton

Elderly

[Municipality}
{Store Name}
{5tore Name)
[Store Narme)
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- Total number of walk-ins

- Number request Low [ntome assistance

« Number of Payments
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= Number of Payments

- Percentage of bills pald each month at Glassbore
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- Number of Payments

- Petrcentage of bllls pald sach month at Pleasantvlile
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- Total number of walk-Ins

- Number raquest Low lncome assliitance

- Mumbear of Payments
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- Number request Low Income asslstance

- Number of Paymants

=+ Parcentaga of bills paid each menth at Swalnten
compared 1o Company-wide
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{Municipality]
[Municipallty]

Low Income Asslstance

Both
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Exhiblt B

SOUTH JERSEY GAS COMPANY
CUSTOMER SERVICE QUARTERLY MEETING
QUARTER ENDING [insert month/year]

NARRATIVE SUMMARY

A, Significant Changes in customey service:
a, Implemented in last quarter: [insert narrative summary]
b. Planned for next quarter: [insert narrative summary]
B. Metries Data Report
a. See attached report dated [:insert date] for [insert quarterly period]
b. Significant deviations from prior quarter: [insert narrative summary]
C. Convergent-Financial Incentives (***to be supplied following hire of Quality
Assurance personnel, job has been posted***)
a. [Explanation of formula applied for financial incentives and date implemented)
b. [Copy of Scorecard once formula established]
¢. Annual summary of performance: finsert narrative summary]
D. Low Income Assistance:
a, Qutreach completed for last quarter: [insett narrative summary]
b. Outreach planned for next quarter; [insert narrative summary]
E. Customer Satisfaction Survey: (***to be conducted in in 4™ quarter 2617)
a. Survey questions and description of survey methodology [attach in 4 quarte;
2017
b. Report benchmark survey results (following completion of survey)
F. Customer Service Scorecard
a. CSR Scorecard [Provide copy of scorecard for metrics by second quarter 201 8]

b. Report out on findings {(annually)




SOUTH JERSEY GAS COMPANY
CUSTOMER SERVICE QUARTERLY MEETING
QUARTER ENDING [insert month/year]
G. Miscellancous
a. Status of call volumes (Folsom vs. Atlants)

b. Fees paid to third-parties/convenience stores [insert status of findings]

¢. Outreach Plan [Discuss any changes]
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South Jersey Gas Company

Customer Service Enhancement Plan

September 2017
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I, INTRODUCTION

South Jersey Gas {"SJG” or the "Company”)} is committed to enhancing our customer service
and internal processes to ensure its customers recelve the highest level of customer service at
all points of contact with the Company. In support thereof, in 2016, 5JG commenced a
comprehensive Customer Experience (Cx) improvement initiative. As part of this initiative, the
Company engaged a third-party vendor, ESource, to conduct an independent, comprehensive
assessment of its Contact Center, Back-office and Dispatch processes and procedures, Based on
ESource’s findings and ultimately its recommendations, SIG developed a prioritized strategy to
enhance our processes and procedures tp improve the customer experlence and achieve its
ultimate goal of “best-in-class” service.

This Customer Service Enhancement Pian (“Plan”} provides an overview of the top customer
service functions that have been identified by the Company for enhancement including a
summary-of SJG's Immediate commitments to ensure overall customer satisfaction.

Specifically, this Plan addresses the following key areas of focus: .
s Enhancements to the Company’s organizational structure and processes relative to its
Customer Contact Center, Billing, Cx Operations and Dispatch departments;
» Credit and Collections Improvements for process optimization;
s  Walk-In Center upgrades;
» [Improved Contact Center metrics and internai reporting;
= New processes for customer complaint management;
¢ Development and implementation of a Customer Satisfaction Survey; and
¢ Tachnology upgrades to improve the customer experience,

Il.  ORGANIZATIONAL STRUCTURE AND PROCESSES

Based on ESource’s findings and recommegndations, a number of organizational and process
changes have already taken place at the Company with additional actions to be taken across
the Company’s Contact Center, Cx Operations and Dispatch departments over the next 2-3
years. A key Initial step In this process included revising the organizational structure applicable
to these departments, which the Company has already undertaken. The following highlights
other organizational and process improvements that will be taken, by department, to enhance
customer service,

A, Contact Center

The Company has added a new Cx Program Manager to oversee and ensure implementation of
all Cx improvement initiatives on a going forward basis. This individual will be accountable for
delivering key performance metrics relative to the Contact Center, In addition, the Company
plans to align its Customer Service Representatives (CSRs} with supervisors and topical areas of
expertise (i.e,, moving, billing, and general inquiry) through “skill-based” call routing to ensure
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operational efficlency. Several newly created Cx related positions will support these efforts,
including & new Director, Contact Center, Billing & Collections, which was just filled.
Furthermore, CSRs will receive refresher training to Increase their overail knowledge of the
Company and improve their skills necessary to deliver optimal customer service.

The Company Is currently working on adoption of a workforce management process,
antlcipated to be implemented second quarter 2018, which will forecast work and help to align
resources for 2018 implementation and beyond. The Company Is also in the development
stages of a new Quality Assurance (QA) process for all contact center groups. The new QA
process will (1) evaluate number of calls Jlstened to per month, per representative, (2)
document feedback, (3) include a scoring mechanism, and (4) set expectations, among other
things.

B. CxOperations

The Company has created its new “Cx Operations” group, which will drive continuous pracess
Improvement and accountabliity throughout the Contact Center, walk-in centers, hilling,
collections and dispatch, by implementing regular training, QA, metrics & reporting, and voice
of the customer surveys,

C. Dispatch

The primary objective for dispatch inciudes meeting service appointment times. In addition,
the Company is focused on impraving the Company’s leak call response time and increasing
communication with our customers. To achieve these objectives, the Company plans to move
 all leak calls to dispatch, add additional union shifts for better coverage at peak periods and
early evenings, add two new dispatchers and four Dispatch Support Agents to handle added
volume, update Oracle Real-Time Scheduler {ORS) to alert when appointment times are in
jeopardy, and adopt reduced appointment times. The Company anticipates completion of
these initiatives within the next 6-12 months, The Company expects to realize improvements
to its performance metrics on a continuous™asis thereafter.

In order to improve customer communication efforts, Dispatch Support Agents will begin to
contact customers for confirmation, updates and status of scheduled service appointments.
Addltionally, like the Contact Center and Cx Operation departments, a new QA pracess wili be

implemented.
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Il.  BILLING DEPARTMENT -

One of the Company's key objectives is to enhance the customer service experience through
improved billing (e.g., accuracy). To achieve this objective, the Company plans to increase the
current staffing level of its audit representatives, assemble a cross functional team to review
and prioritiZe processes, cross-train audif representatives, develop a new QA process, and
formalize new hire and existing employee training.

IV, CREDIT AND COLLECTIONS

The Company Is modifying its existing approach to credit and collections in the following ways
to achleve enhanced customer satisfaction:

Improving collections efforts prior to customer severance;

» Relocating fleld collection work and resources to Folsom to operate more efficlently;

» Increase customer communication of assistance programs (see Outreach Plan for Energy
Assistance Programs attached hereto as Appendix A);

s Establish cross-functional team to ensure implementation of the Qutreach Plan for
Energy Assistance Programs;

s Develop collections metrics and internal reporting requirements;
Develop outbound dialer for collection campaigns; and

» Develop and Implement system changes to track and report on assistance programs,
payment arrangements and defaults on payment arrangements, by municipality.

The Company anticipates completion of these efforts in the first quarter of 2018.

V.  WALK-IN CENTERS

The Company intends to not only enhance the look and feel of its Walk-In Centers, but also
ensure proper staffing, technology,and accessibllity to its customers. Specifically, the Company
plans to rename and rebrand its Walk-In Centers. The Company also pfans to remodel the
existing facillties to improve the customer experience when transacting business with the -
Company. The Company plans to add technology, including added computers for staff to
provide real time training to customers related to the Company’s online customer assistance
programs and services.

To provide more accessibility to its customers, the Company is modifying the existing hours of
aperation at its Walk-In Centers from 9:00 AM - 3:30 PM, to 8:30 AM - 4:00 PM. Additional CSR
personnel will also be added to the Company’s highest volume centers including Cumberland,
Pleasantville and Glasshoro. Pertinent communication materials, including customer assistance
program materials, will also be avaitable at the centers. The Company also plans ta implement
new training, communication and QA practices at the Walk-in Centers.
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VI. CONTACT CENTER METRICS AND REPORTING

In order to maximize and continuously improve Its front and back office operations, the
Company plans to enhance its monitoring practices and frequency to ensure its ability to
continuously satisfy metrics and reporting requirements. Specifically, the Company plans to
document alf metrics and associated reporting requirements for the new workforce
management system, utilize metrics to identify trends (e.g., average speed of answer), and add
new metrics nat currently tracked by the call center {e.g., reporting by call tenter (Folsom and
Atfanta); average call volume per day; first-contact resolution (FCR); Interactive Voice Response
{{VR} calf containment; and average call yolume by type).

Vii. COMPLAINT MANAGEMENT

The Company plans te implement an enhanced complaint handling and reporting process
including designating an “Escalated Complaints”? team to handle and document all complaints
from receipt to reselution. These positiops have been posted and the new processes wili be
implemented once fliled. In addition, the Company plans to develop and implement new
reporting requirements for Escalated Complaints and communicate these requirements
internally to ensure effective new process implementation and employee understanding.

VIil.  Customer Satisfaction Survey

In order to make informed decisions and continuously improve customer service, the Company
plans to develop and Implement a customer satisfaction survey (CSAT) prior to year-end, The
2017 baseline CSAT data will be used by the Company to establish satisfaction targets for 2018
and beyond and to achieve year over year reduction of customer complaints. Additional
customer surveys will be developed and implemented to actively gather customer insights and
feedback across the organization.

X, TECHNOLOGY -

The Company’s Plan includes enhancing [ts VR from a functionality and usability standpoint,
These enhancements will include improved menu organization and wording; consistent voice
across IVR options for both English and Spanish speaking customers; post-call IVR survey; and
an assessment of natural language for future implementation. The Company plans to
implement these enhancements over the next 12 months.

! "Escalated Complaints” is defined to include escalated issues from contact centers, BPU complaints;
and complaints received In other areas of the Company or through social media.
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CONCLUSION

This Plan is dynamic. As such, this Plan may be modified on a continuous basls, In collaboratlon
with Rate Counsel and Board Staff, to ensure ongoing enhancement of the Company’s customer
service goals and objectives. The Company anticipates that through these enumerated
enhancements, it will continue to see Improvements to its customer experience and ultimately
achieve Its goal of “best-in-class” service.
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Sduth Jersey Gas Company
_ Outreach Plan for
Energy Assistance Programs, 2017-2018

Participation In cutreach events throughout South lersey Gas’ service territary,
s South Jersey Gas will attend and provide utllity assistance information at community
events and promote programs avaitable to customears, Specifically, South Jersey will:
= Attend 8 job fair events throughout the year and include assistance information;
and '
» QOrganfze and provide utlity assistance program information at all company-
sponsored community events, totaling approximately 20 events per year.

Partner with Atlantlc City Electric to plan utility assistance programs.
Partner on events with non-governmental organizations to promote avallable programs.

South fersey Gas will:
»  Particlpate with United Way twice yearly; and
s Provide utility assistance information to all non-profit organizations South Jersey Gas
partners with for charitable giving Including, 15 specific groups from across $JG’s
service territory {e.g., Salem County Meals on Wheels, Family Services of Atlantic
County, and Gloucester County NAACP),

Distribute program communications to customers.
South Jersey Gas commits to:

» Publish four {4} quarterly promotlons to highlight the various programs avatlable
through south Jersey Gas’ website (home page plus interior pages), Facebook and
Twitter, customer communications {inserts and/or emails}, and press releases to local
media {20 touchpolnts total);

¢  Educate South Jersey Gas employees quarterly regarding these programs through
internal website storles plus provide talking points to Division managers for use during
fleld staff briefings (8 total);

s Specifically target moratorium dates in November and March to spotlight financial
assistance program information to all customers and where passible to a target group
of customers {2 times); and '
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» Ipsert seven (7) communications piaces into all customers’ monthly bllls over the
course of the year {or provide the information by emall if requested and available)
detatling informatlon on utility assistance programs.

Communicate to customers facipg disconnection.

In order to more effectively commute with customers faclng disconnection, South Jersey
wilk
* lIssue two (2) communication alerts to customers who maintain outstanding balances
owed In their monthly bill cautioning them to take steps and consider programs to
avold any potential foss of service.
a  Distribute door hangers with the assistance information and phone numbers to all
customers noticed for service discontinuation.

Promote and make timely updates to South Jersey Gas’ webpage detailing utility assistance

programs
» https://www.southlersevgas.com/Manage-My-Account/Financial-Assistanca.aspx

Awareness Campaign In coordination with Counties and Municipalities
¢ South Jersey Gas will promote available programs through direct mail to afl Mayars.
Specifically, South Jersey will:
* Include utility assistance information in letter on annual survey for notice of
involuntary disconnection with municipalities; and
" Provide sample social media posts and press releases with elected officials in
S)G's service territory.
» South Jersey will further conduct outreach and provide assistance information to the
Aging and Disabllity Resource Connection in each county within the service tertltory.
» South Jersey Gas will attend and promote awareness at LIHEAP conference spanisored
by the NJ Department of Community Affalrs,




