
   
 

 

 

 

 

State of New Jersey 
BOARD OF PUBLIC UTILITIES 

Post Office Box 350 

Trenton, New Jersey 08625-0350 

www.nj.gov/bpu/ 
 

 

 
      May 30, 2019 
 
 
To the Service List: 
 
Re: In the Matter of the Petition of South Jersey Gas Company to Revise the Level of its 

Basic Gas Supply Service (“BGSS”) and Conservation Incentive Program (“CIP”) 
Charges for the Year ending September 30, 2019 
BPU Docket No. GR18060609 
OAL Docket No. PUC 14572-18 

 
Agenda Date:  May 8, 2019 – Agenda Item: 2C 

 
Please be advised that the Board of Public Utilities is reissuing the Order for the above-
referenced agenda item that was approved by the Board of Public Utilities (“Board”) at the May 
8, 2019 Board agenda meeting to correct two (2) typographical errors.  On page seven, the text 
which reads, “The gas cost portion of the D-2 charge for Rate Schedule LVS of $15.007637 per 
Mcf;” has been changed to “The gas cost portion of the D-2 charge for Rate Schedule LVS of 
$15.734955 per Mcf.”  On page seven, the text which reads, “The Limited Firm D-2 for Rate 
Schedule EGS-LV and the Firm D-2 charge for Rate Schedule FES, respectively, of $7.503819 
per Mcf;” has been changed to “The Limited Firm D-2 for Rate Schedule EGS-LV and the Firm 
D-2 charge for Rate Schedule FES, respectively, of $7.867477 per Mcf.” 
 
These are the only changes to the Order, which will be re-distributed to the parties of record and 
the attached service list.   
 

Sincerely,  
 
 
 
      Aida Camacho-Welch      
      Secretary of the Board 
 
/ac 
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Lt. Governor 
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STATE OF NEW JERSEY 
Board of Public Utilities 

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

Trenton, New Jersey 08625-0350 
www.nj.gov/bpu/ 

 
 

ENERGY 
 
IN THE MATTER OF THE PETITION OF SOUTH 
JERSEY GAS COMPANY TO REVISE THE LEVEL 
OF ITS BASIC GAS SUPPLY SERVICE (“BGSS”) 
CHARGE AND CONSERVATION INCENTIVE 
PROGRAM (“CIP”) CHARGES FOR THE YEAR 
ENDING SEPTEMBER 30, 2019 

) 
) 
) 
) 
) 
) 
) 

DECISION AND ORDER 
APPROVING INITIAL DECISION AND 
STIPULATION FOR FINAL BGSS, BSC, 
AND CIP RATES 
 
DOCKET NO.  GR18060609 
OAL DOCKET NO. PUC 14572-18 

 
Parties of Record: 
 
Stacy A. Mitchell, Esq., on behalf of South Jersey Gas Company 
Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel 
 
BY THE BOARD:  
 
By this Decision and Order, the New Jersey Board of Public Utilities (“Board” or “BPU”) 
considers an Initial Decision executed by Administrative Law Judge (“ALJ”) Jacob S. Gertsman 
and a Stipulation for Final Rates (“Stipulation”) executed by South Jersey Gas Company (“South 
Jersey” or “Company”), the New Jersey Division of Rate Counsel (“Rate Counsel”) and Board 
Staff (“Staff”) (collectively, the “Parties”) intended to resolve the Company’s requests related to 
the above docketed matter.  
 
BACKGROUND   
 
By Order dated January 6, 2003,1 the Board directed each of New Jersey’s four (4) gas 
distribution companies (“GDCs”) to submit to the Board by June 1st its annual Basic Gas Supply 
Service (“BGSS”), cost filing for the BGSS year beginning October 1.  In addition, the January 
2003 BGSS Order authorizes each GDC to self-implement up to a five (5) percent BGSS 
increase effective December 1 of the current year and February 1 of the following year with one 
(1) month’s advance notice to the Board and Rate Counsel and implement a decrease in its 
BGSS rate at any time during the year upon five (5) days’ notice to the Board and Rate 
Counsel.   
 
 

                                            
1
 In re the Provision of Basic Gas Supply Service Pursuant to the Electric Discount and Energy Act, 

N.J.S.A. 48:3-49 et seq. – Order Approving BGSS Price Structure, BPU Docket No. GX01050304 
(January 6, 2003) (“January 2003 BGSS Order”). 
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2018 BGSS/CIP Filing 
 
In accordance with the January 2003 BGSS Order, on June 1, 2018, the Company filed a 
petition (“2018 BGSS/CIP Petition”) with the Board seeking approval to modify its Periodic 
BGSS, Balancing Service Clause (“BSC”), and Conservation Incentive Program (“CIP”) rates.  
The Company proposed to change its Periodic BGSS rate from $0.3400132 per therm to 
$0.564695 per therm. Approval of this rate would increase the bill of a residential heating 
customer using 100 therms of gas during a winter month from $133.00 to $155.47, an increase 
of $22.47 or 16.9%.   
 
In the 2018 BGSS/CIP Petition, the Company also requested the following rate revisions: 
 

i) A decrease in the gas cost portion of the Company’s D-23 charge per Mcf for 
Rate Schedule Large Volume Service (“LVS”) from $15.759966 to $15.007637; 
 

ii) A decrease in the gas cost portion of the Firm D-2 charge per Mcf for Rate 
Schedule Electric Generation Service – Large Volume (“EGS-LV”) from 
$15.455576 to $15.437520; 

 
iii) A decrease in the gas cost portion of the Limited Firm D-2 and Firm D-2 charges 

per Mcf for Rate Schedules EGS-LV and Firm Electric Service (“FES”) from 
$7.879983 to $7.503819; 

 
iv) A decrease in the monthly BGSS non-commodity 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 $0.111849 per therm to $0.106134 per therm;  

 
v) An increase in the Rider “I” Balancing Service Clause – Large Volume (“BSC-

LV”) charges for Opt-Out from $0.002700 per therm to $0.003074 per therm, and 
for Non Opt-Out from $0.012600 per therm to $0.033851 per therm; and 
 

vi) A decrease in the Rider “J” Balancing Service Clause – General Service (“BSC-
GS”) charge from $0.050300 to $0.033851 per therm. 

 
These proposed changes translated to an increase in annual BGSS recoveries of $65.5 million.    
 
The 2018 BGSS/CIP Petition also requested the following changes to the Company’s per therm 
CIP4 rates:  
 

i) A change from a credit of $0.014313 to a credit of $0.120976 for residential 
(“RSG”) non-heating customers. 
 

                                            
2
 Unless otherwise noted, all rates quoted herein include Sales and Use Tax.  

3
 Designed 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.  By Order dated January 10, 2010 in Docket No. GR05120120, the Board extended 
the CIP.  By Order dated May 21, 2014 in Docket No. GR13030185, the Board authorized South Jersey 
to continue its CIP.  The CIP encourages the Company to foster customer conservation by allowing it to 
recover margins associated with a defined use per customer.  The non-weather related CIP surcharges 
are subject to tests associated with variable margins and reductions in BGSS related costs.  Total CIP 
surcharges are subject to return on equity limits.   
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ii) A change from a charge of $0.078172 to $0.005717 for RSG heating customers.  
 

iii) A change from a charge of $0.056877 to a credit of $0.000026 for GSG 
customers. 

 
iv) A change from a credit of $0.013783 to a charge of $0.011583 for GSG-LV 

customers. 
 
Pursuant to the 2018 BGSS/CIP Petition, the proposed changes in the Company’s CIP rates 
would result in a monthly decrease of $7.25 or 5.5% for a residential heating customer using 
100 therms of gas during a winter month.  The proposed changes translated to a decrease in 
annual CIP recoveries of $26.4 million. 
 
The combined proposed changes in the Company’s BGSS and CIP rates would result in a net 
increase of approximately $13.58 or 10.2% for the average residential heating customer using 
100 therms of gas during a winter heating month. 
 
After publication of notice in newspapers of general circulation in South Jersey’s service 
territory, two (2) public hearings in this matter were held on August 20, 2018 at 4:30 PM and 
5:30 PM, in Voorhees, New Jersey.  No members of the public appeared or filed comments 
related to the Company’s filing. 
 
On September 17, 2018, the Board issued an Order (“September 2018 Provisional Order”) in 
this docket approving a stipulation executed by the Parties.  The September 2018 Provisional 
Order authorized SJG to implement the BGSS, BSC, and CIP rates proposed in the 2018 
BGSS/CIP Petition on a provisional basis, subject to refund, effective October 1, 2018. 
 
On September 26, 2018, the 2018 BGSS/CIP Petition was transmitted to the Office of 
Administrative Law (“OAL”) and assigned to ALJ Gertsman for hearing as a contested case. 
 
In accordance with the January 2003 BGSS Order, on December 27, 2018, the Company 
submitted a notice of intent to self-implement an increase in its Periodic BGSS rate from 
$0.564695 per therm to $0.641499 per therm effective February 1, 2019.  Implementation of this 
rate would increase the bill of a residential heating customer using 100 therms of gas during a 
winter month from $148.09 to $155.49, an increase of $7.40 or 5%.  This self-implementing 
increase was included in the Company’s public notice for the August 20, 2018 public hearings 
noted above.  On February 1, 2019, the Company self-implemented this increase. 
 
STIPULATION 
 
Following further review and discussions, on April 15, 2019, the Parties executed the 
Stipulation. The Stipulation provides for the following:5    
 

17. The Parties agree: (1) that the CIP Provisional Rates previously approved by the 
Board are prudent and reasonable and should be made final; (2) to modify the BGSS 
Provisional Rates, as further stated below, and (3) to stipulate to the following, 
additional terms.  
 

                                            
5
 Although summarized in this Order, the detailed terms of the Stipulation are controlling, subject to the 

findings and conclusions of this Order. Each paragraph is numbered to coincide with the paragraphs in 
the Stipulation. 
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18. It is both reasonable and prudent for the Board to authorize a reduction to the current 
periodic BGSS rate of $0.641499 per therm, to $0.543591 per therm, upon the 
effective date of the Order approving final rates in the 2018 BGSS/CIP Petition, or on 
such other date as the Board deems appropriate.   
 

19. The following BGSS rates shall be made final: 1) the gas cost portion of the 
Company’s D-2 charge for Rate Schedule LVS be set at $15.734955 per Mcf 
(including taxes); 2) the gas cost portion of the Firm D-2 charge for Rate Schedule 
EGS-LV Firm be set at $15.437520 per Mcf (including taxes); 3) the Limited Firm D-2 
charge for Rate Schedule EGS-LV and the D-2 charge for Rate Schedule FES, 
respectively, be set at $7.867477 per Mcf (including taxes);  4) the monthly BGSS 
non-commodity rate applicable to Rate Schedules GSG, GSG-LV, EGS, LVS,  EGS-
LV and NGV be set at $0.121864 per therm (including taxes); (5) the Rider “I” 
Balancing Service Clause – Large Volume (“BSC-LV”) charges for Opt-Out be set at 
$0.003074 per therm, and Non Opt-Out be set at $0.033851 per therm; and (6) the 
Rider “J” Balancing Service Clause – General Service (“BSC-GS”) charge be set at 
$0.033851 per therm. 
 

20. The final Periodic BGSS rate of $0.543591 will decrease the bill of a residential 
customer using 100 therms during a winter month from $155.49 to $145.70, a 
decrease of $9.79 or 6.3%.   
 

21. The Company shall issue a one-time BGSS bill credit of $22,429,215, plus interest at 
the Weighted Average Cost of Capital rate totaling approximately $429,788, to reflect 
the annual difference in BGSS recoveries derived from the actual provisional periodic 
BGSS Provisional Rates of $0.564695 per therm for the period October 1, 2018 
through January 31, 2019 and $0.641499 per therm for the period February 1, 2019 
through April 30, 2019 compared to rates designed to recover the under-recovered 
gas cost balance over a two year period.   See Exhibit A attached to the Stipulation.  
The resulting BGSS under-recovery, derived from the approximate $22.4 million 
credit and reduced final BGSS rate shall be recovered from BGSS customers over 
the 2019-2020 BGSS Year.  The Company agrees not to seek recovery from 
customers for any carrying-costs associated with this under-recovery. 
 

22. Included with the one-time BGSS credit referenced in Paragraph 21 of the 
Stipulation, the Company shall credit to the periodic BGSS customers, at its sole cost 
and expense, the sum of $390,000, which represents the interruptible customer 
penalty assessment that was not collected by the Company from the single customer 
that failed to comply with the December 2017 interruption notification.  Combined, 
the total one-time credit to BGSS customers will be approximately $24 million (after 
taxes).  The Company shall issue the credit effective May 15, 2019 and include it in 
the next monthly customer billing cycle.  The one-time credit to the Company’s 
average residential customer using 100 therms during a winter month will be 
approximately $62.00.  Individual customer bill credits will vary as each customer’s 
bill credit will be calculated based on their actual usage from October 1, 2018 
through February 28, 2019. 

 
23. For all future capacity releases other than CIP-related releases, South Jersey will 

initially solicit bids by posting the capacity for a term of one-year or less.  To the 
extent the bids do not attract offers of at least 100% of maximum rates, South Jersey 
reserves the right to release the capacity for a term greater than one-year at 
maximum rates.  
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24. The Company will make future decisions as to whether a gas supply transaction will 
be structured as a capacity release or an off-system sale on a case-to-case basis, 
and will undertake reasonable efforts to maximize the credit to the Periodic BGSS 
customers taking into account the following criteria: the underlying value of the 
transaction; the term of the transaction; and the preference of the parties as to which 
structure is appropriate or preferred.  Other considerations may include the credit 
requirements associated with an off-system sale and the additional administrative 
burden of scheduling, tracking and billing an off-system sale.   

 
25. The Company will file all the Minimum Filing Requirements (“MFR”s), attached as 

Exhibit B to the Stipulation, with all future BGSS filings.  In addition, MFR No. 6 
“BGSS Contribution and Credit Offsets,” shall be modified to provide as follows: 

 
Monthly data showing the derivation of all BGSS cost offsets, including 
interruptible margins, capacity transactions, pipeline refunds and other credits 
should be provided for the reconciliation and projected periods.  Any applicable 
FERC Orders will be included.  All calculations showing how such offsets were 
determined should be included.  A plain English explanation in narrative form 
should be provided regarding the BGSS contribution and Credit Offsets.  In 
addition, the Company shall document through testimony for any non-bid 
releases and/or affiliate contracts, the decision-making process that the 
Company went through in each case to arrive at its determination to release 
capacity on a non-biddable basis or enter into any affiliate contract. Such 
testimony shall include documentation showing the impact that the non-biddable 
capacity release or affiliate contract was projected to have on total BGSS costs 
at the time the Company committed to the transaction.  In addition, for each non-
biddable capacity release, the Company shall determine whether the transaction 
could have been structured as an off-system sale, and, if so demonstrate that 
prior to releasing the capacity, the Company compared the benefit to Periodic 
BGSS customers of making the capacity release  compared to the benefit that 
could have been achieved by structuring the transaction as an off system sale 
and the Company shall provide documentation supporting this comparison in its 
filing.  
 

26. The Company shall modify its current effective margin sharing mechanism, 85% of 
margins credited to the BGSS customers and 15% of margins retained by the 
Company, to 93% of margins credited to the BGSS customers and 7% of margins 
retained by the Company, for all capacity releases, whether to an affiliate or non-
affiliate, in its 2019-2020 and 2020-2021 BGSS Years. Thereafter, the Parties 
reserve their rights to take a position regarding an appropriate sharing mechanism. 

 
27. The Company shall continue to provide electronically to the Parties in this 

proceeding, on a monthly basis, the following updated information: 1) the BGSS 
NYMEX Update Report (also known as S-SCHART-1) attached as Exhibit C to the 
Stipulation; and 2) a monthly report (also known as S-SCHART-2) showing the 
calculation of net gas per therm (attached as Exhibit D to the Stipulation).  The chart 
reflected on Exhibit C of the Stipulation 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 D of the Stipulation is to be submitted to the Parties on 
approximately the 15th of the following month.  Reports filed during the months of 
July through September shall be submitted for the BGSS proceeding filed in June of 
that year and the BGSS proceeding for the prior year. 
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28. South Jersey shall submit testimony with the next annual BGSS filing concerning: (a) 

the risks that marketers supplying firm transportation customers will fail to meet their 
obligations to deliver gas to the Company; (b) the conditions under which the 
Company would utilize gas supply resources acquired for BGSS customers to be 
“supplier of last resort” for firm transportation customers; and (c) the implications for 
BGSS customers with respect to supply reliability and gas supply cost.   

 
29. In the Company’s next annual BGSS filing, South Jersey will address: 

 
i. whether it is appropriate to make a monthly adjustment of the Daily 

Contract Quantity (DCQ) for firm transportation customers rather than a 
seasonal adjustment so as to minimize the build-up of under or over 
delivery balances; 
 

ii. amending its Tariff to create tighter imbalance tolerances that would apply 
when operational flow orders (OFOs) are in effect; and 

 
iii. whether its process for notifying and monitoring interruptible 

customers/marketers are adequate and will propose changes, as 
necessary. 

 
30. The Company shall include in its next annual BGSS filing testimony that addresses 

whether the Company should amend its Tariff for Rider J customers to send 
appropriate price signals to marketers/transportation customers to incent them to 
bring in the amount of gas used by the customers on a monthly basis.  The Company 
shall also include testimony in support of proposed standby charges and balancing 
charges that properly reflect cost of service. 
 

31. The Company shall amend its risk management program to provide that 100% of the 
minimum hedging requirement will be hedged prior to the start of the BGSS year.  
The Company shall set goals/targets on a monthly basis, modified from time-to-time 
as necessary, to reflect adequate minimum hedging criteria.  The Company shall 
include in all future annual BGSS filings testimony that reflects these goals/targets 
and how the Company managed such goals/targets.   
 

32. South Jersey shall revise its Commodity Purchasing Guide to set forth that the 
supply/capacity “stack” will be dispatched on a least cost basis.  The Company shall 
also include flexibility, pipeline considerations and other relevant factors that would 
necessitate a deviation from a least cost basis. 
 

33. The Company shall investigate the possibility of using weather derivatives to offset 
the costs of price spikes in the market and address its findings in its next BGSS 
filing.  The Company agrees to seek advance approval from the Board prior to 
entering into any weather derivative products and provide a narrative regarding its 
conclusions and results in its next BGSS filing. 
 

34. The Stipulation provides a final resolution in this proceeding.  All issues related to 
South Jersey’s BGSS and CIP costs for the year ending September 30, 2018 are 
resolved. 
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On April 23, 2019, ALJ Gertsman issued his Initial Decision finding that the Parties voluntarily 
agreed to the terms of the Stipulation, and that the Stipulation disposed of all matters in 
controversy and is consistent with the law. 

 
DISCUSSION AND FINDINGS   
 
The Board has reviewed the record in this matter, including ALJ Gertsman’s Initial Decision and 
the Stipulation.  The Stipulation includes provisions designed to improve the Company’s gas 
purchasing procedures and help ensure that Periodic BGSS customers are not subsidizing 
services provided to other groups of customers.  The Stipulation provides for recovery of the 
BGSS under-recovered balance over a two-year period without carrying cost recovery which will 
help stabilize Periodic BGSS rates.  The Stipulation further provides for bill credits to refund to 
customers, with interest, the difference between the provisionally approved Periodic BGSS rate 
and the final rate which will be set to provide the two-year recovery.  Finally, the Stipulation 
requires the Company to include in its next BGSS filing, due on June 1, 2019, testimony and 
documentation in support of certain affiliate transactions, capacity releases, and the Company’s 
hedging goals/targets. 
 
The Board FINDS the Initial Decision, which adopts the Stipulation, to be reasonable, in the 
public interest, and in accordance with the law.  Accordingly, the Board HEREBY ADOPTS the 
Initial Decision and Stipulation attached hereto, including all attachments and schedules, as its 
own, incorporating by reference the terms and conditions of the Stipulation, as if fully set forth 
herein. 
 
The Board, having carefully reviewed the BGSS, BSC, and CIP rates at issue and the record to 
date in this proceeding, HEREBY APPROVES the following on a final basis:  
 

The Company’s per therm Periodic BGSS rate of $0.543591; 
 

The gas cost portion of the D-2 charge for Rate Schedule LVS of $15.734955 per Mcf; 
 

The gas cost portion of the Firm D-2 charge for Rate Schedule EGS-LV Firm of 
$15.437520 per Mcf;  

 
The Limited Firm D-2 for Rate Schedule EGS-LV and the Firm D-2 charge for Rate 
Schedule FES, respectively, of $7.867477 per Mcf;   

 
The monthly BGSS non-commodity rate applicable to Rate Schedules GSG, GSG-LV, 
EGS, LVS and EGS-LV of $0.106134 per therm; 
 
The Rider “I” Balancing Service Clause – Large Volume (“BSC-LV”) charges for Opt-Out 
of $0.003074 per therm, and Non Opt-Out of $0.033851 per therm; and 
 
The Rider “J” Balancing Service Clause – General Service (“BSC-GS”) charge of 
$0.033851 per therm. 

 
The Board also HEREBY APPROVES per therm CIP rates on a final basis:  a credit rate of 
$0.120976 for RSG non-heating customers; a charge of $0.005717 for RSG heating customers; 
a credit rate of $0.000026 for GSG customers; and  a charge of $0.011583 for GSG - LV 
customers.   
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All rate changes shall be effective for service rendered on and after May 15, 2019. The Board 
HEREBY ORDERS South Jersey to file tariffs consistent with the Board's Order by May 15, 
2019. 

As a result of the Stipulation, the bill of a typical residential customer using 100 therms during a 
winter month will decrease from $155.49 to $145.70, a decrease of $9.79 or 6.3%. Additionally, 
the same residential customer will receive a one-time bill credit of approximately $62.00. 

The Company's costs, including those related to BGSS, the BSC, and the GIP, remain subject 
to audit. This Decision and Order shall not preclude nor prohibit the Board from taking any 
actions determined to be appropriate as a result of any such audit. 

This Order shall be effective May 9, 2019. 

DATED: 5\~\\Q, 

( 

UPENDRA J. CHIVUKULA 
COMMISSIONER 

ATTEST: ~ .C~o.r,~ . .cu~.~-t{\µ,Ll.~ ~-
IDACAMACHO-WELCH @..._ 

SECRETARY 

I HEREBY CEKTlFY that the within 
documentlsatruec;opyoflheo~g\iv·' 
in the files of the Boerd of Public IJtllltles. 

8 

BOARD OF PUBLIC UTILITIES 
BY: 

'\ 

~~Wf\AH\1 
DIANNE LOMON 
COMMISSIONER 

/ ~___y)<2~ 
~7 

' ROBERT M. GORDON 
COMMISSIONER 

BPU DOCKET NO. GR18060609 
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