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STATE OF NEW JERSEY

Board of Public Utilities
44 South Clinton Avenue, 9™ Floor
Trenton, New Jersey 08625-0350

www.nj.qov/bpu/

ENERGY
IN THE MATTER OF THE PETITION OF NEW » DECISION AND ORDER
JERSEY NATURAL GAS COMPANY FOR ADOPTING INITIAL DECISION AND
APPROVAL OF AN INCREASE IN GAS BASE STIPULATION OF SETTLEMENT

RATES AND FOR CHANGES IN ITS TARIFF FOR
GAS SERVICE PURSUANT TO N.J.S.A. 48:2-21
AND 48:2-21.1, AND FOR CHANGES TO
DEPRECIATION RATES FOR GAS PROPERTY
PURSUANT TO N.J.S.A. 48:2-18

BPU DOCKET NO. GR19030420

IN THE MATTER OF THE PETITION OF NEW
JERSEY NATURAL GAS COMPANY'S REQUEST
FOR DEFERRED ACCOUNTING AUTHORITY FOR

- COSTS RELATED TO NEW INFORMATION

TECHNOLOGY SYSTEMS

BPU DOCKET NO. GR18101096
OAL DOCKET NO. 06769-2018S
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Parties of Record:

Gregory Eisenstark, Esq., Cozen O'Connor on behalf of New Jersey Natural Gas Company
Stefanie A. Brand, Esq,, Director, Division of Rate Counsel

Kenneth J. Hanko, Esq., United States Department of Defense and all other Federal Executive
Agencies '

BY THE BOARD:

On March 29, 2019, pursuant to N.J.S.A. 48:2-18, N.J.S.A. 48:2-21, N.J.S.A. 48:2-21.1, and
N.J.A.C. 14:1-5.12, New Jersey Natural Gas Company (“NJNG” or “Company”), a public ufility
of the State of New Jersey subject to the jurisdiction of the New Jersey Board of Public Utilities .
(“Board”), filed a petition seeking approval of an increase in its operating revenues of
approximately $128.224 million, to be effective for gas service provided on or after April 29,
2019." The Company also sought Board approval to implement new depreciation rates that
included cost of removal rates that the Company claimed were more appropriate and would

' On April 1, 2018, the Company submitted a letter to the Board Secretary advising that it would not
implement rates on an interim basis prior to the effective date of the Board's Initial Suspension Qrder
resulting from the May 8, 2019 public agenda meeting. The effeclive date of the Board's Initial
Suspension Order was May 18, 2018. '
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allow the Company to fully recover its expected costs as it replaces aging infrastructure, as well
as certain other tam’f changes.

NJNG also requested a return on equity of 10.875%. The Company provided that the current
base rates and charges for natural gas service were not sufficient at their current level and, if
left unchanged, would impair NJNG’s ability to meet operating and maintenance expenses, tax
and fixed charges, and earn a reasonable rate of return.

NJNG also sought approval to establish a Phase Il of this proceeding to address the cost
recovery for the Company’s Southern Reliability Link (“SRL") intra-state gas transmission
project, which commenced construction in November 2018, and NJNG anticipates to be in-
service during 2020.

2018 Deferred Accounting Petition

On October 5, 2018, NJING filed a petition (“2018 Deferred Accounting Petition”) seeking
deferred accounting treatment for costs associated with upgrades to the Company’s information
technology (“IT") systems. In the 2018 Deferred Accounting Petition, NJNG stated that it has
undertaken the NJR Enterprise eXperience Transformation Program (‘Project NEXT") as a
means to assess the Enterprise Resource Planning, Customer Information System and Asset
Management capabilities. At the time of the filing of the 2018 Deferred Accounting Petition,
NJNG projected that the new IT systems would “go live" over multiple time periods throughout
2023, and would have a total program cost of up to $300 million. NJNG requested Board
approval to defer on its books actual incurred costs with Project NEXT and not otherwise
recovered through its current base rates. NJNG stated that the appropriate amoriization period
for such deferred expenses will be addressed in the Company’s base rate case that was to be
fled by November 2019. During the pendency, NJNG filed the instant base rate case.
Subsequently, on Aprit 11, 2019, NJNG filed a motion to consolidate the 2018 Deferred
Accounting Petition with the base rate case. -

By Order dated May 8, 2019, the Board suspended the proposed rate increase until August 29,
2019, and on August 7, 2019 the Board further suspended the |mplementation of rates until_
December 29, 2019. .

Qn May 15, 2019, this matter was transmitted to the Office of Administrative Law (“OAL”) as a
contested case, and was assigned to Administrative Law Judge (“ALJ”} Jacob S. Gertsman for
consideration and hearing. A telephonic pre-hearing conference was held by ALJ Gertsman on
June 14, 2019. On August 23, 2019, a Pre-Hearing Order and Procedural Schedule were
issued. In the Pre-Hearing Order, ALJ Gertsman granted Public Service Electric and Gas
Company ("PSE&G") and the New Jersey Uiility Shareholders Association Paricipant status.
ALJ Gertsman also granted the United States Department of Defense and all other Federal
Executive Agencies ("DOD/FEA”) Intervenor status.

On July 2, 2019, NJNG updated its petition to include nine (9) months of actual data and three
(3) months of estimated dated. As a result, the requested rate increase was modified to
$129.838 miillion. On September 30, 2019, NING updated its petition to include 12 months of
actual data. As a result, the requested rate increase was modified to $134.313 million.

Public hearings were held in Freehold, New Jersey on September 26, 2019, and Rockaway
Township, New Jersey on October 3, 2019, both at 4:30 pm and 5:30 pm, with ALJ Gertsman
presiding. Several members of the public attended, including various New Jersey companies
2 .
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and organizations, speaking against the petition because of the SRL and the proposed rate '
increase. All comments were transcribed by the court reporter and are part of the record.” The
Board received written comments in opposition to the petition reiating to the proposed higher

rates.

STIPULATION

After discovery and comprehensive settlement discussions, on October 29, 2019, the Company,
the New Jersey Division of Rate Counsel (“Rate Counsel’), Board Staff, and DOD/FEA
(collectively, “Parties”) reached a stipulation of settlement (“Stipulation”), the key elements of
‘which are as follows:?

Revenue Increase

1. For the calculation of the revenue requirement in this case hased on 20-year
weather normalization, the Parties agree to a rate base of $1.765 billion, a rate of
return of 6.95%, and an increase in revenue requirement of $62.20 million,
exclusive of New Jersey Sales and Use Tax (“SUT"). The 6.95% rate of return is
obtained based on a capital structure of 54.00% common equity with a cost rate
of 9.60% and 46.00% long term debt with a cost rate of 3.83%. The $62.20
million increase in revenue requirement can be derived from the following
calculation:

Rate Base $1,765 miliion
Rate of Return x6.95%
Operating Income $122.592 miliion
Requirement :
Pro-Forma Operating Income $78.147million
Operating Income $44.445 million
-Deficiency

Revenue Factor x_1.3995
Revenue $62.200 million
Requirements

2. As a result of the Stipulation, the typica!l residential sales heating customer, using
100 therms of gas during a month, will receive an increase of $10.04 or 9.6
percent on their monthly bill from $104.23 to $114.27. The typical residential
heating customers using 1,000 therms annually will receive an increase of
$102.80 or 9.7 percent in their annual bill, from $1,059.90 to $1,162.70.

3. The Stipulation finalizes the prudency of the rates approved for SAFE Il and NJ
RISE investments through June 30, 2019.

4. The base rate revenue increase agreed to in the Stipulation reflects a three (3)

year amortization for the following items:

Z Although summarized in this Order, the detailed terms of the Stipulation control, subject to the findings
and conclusions of the Order. Paragraphs are numbered to coincide with the Stipulation.

3
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Rate Case Expense - This item represents a normalized level of expense
incurred for rate case expense. The Raie Case Expense component is
reduced by 50 percent (50%), which is not recoverable through customer
rate charges. The amount o' be amortized for financial reporting
purposes for this item is $0.263 million.

Compressed Natural Gas — Pursuant to the Board’s Order in Docket No.
GR11060361 dated June 18, 2012, NJNG agreed that customers utilizing
the CNG stations built under the CNG Pilot Program will be charged
$0.20 per therm to offset the program’s revenue requirement. The
amount to be amortized for this item is a credit of $0.439 million. The
deferral of the CNG charge will cease coincident with the end of the Test
Year and be recorded as utility operating revenue prospectively.

The total amount to be amortized is a credit of $0. 176 million over the three (3)
year period.

5. The base rate revenue increase agreed to in the Stipulation reflects an
adjustment for consolidated federal income taxes.

6.  The Parties recognize that the Margin Revenue Factors and the monthly
Baseline Usage per Customer ("BUC") set forth in NJNG’s current Conservation
Incentive Program (“CIP") tariff must be updated in order to align these aspects
of the CIP fariff with the Board's approval of new base rates in this proceeding.
These factors and rates are included in Rider “I” of the Company's Tariff attached
to the Stipulation as Attachment A.

7. The Parties agree the Company's composite depreciation rate shall be increased
from the currently-approved rate of 2.40 percent to 2.78 percent. The overall
composite rate of 2.78 percent consists of an investment rate of 1.80 percent and
the net salvage rate of 0.88 percent. The agreed upon depreciation rates by
account are set forth in Attachment B to the Stipulation.

Depreciation Review

8. NJNG agrees to conduct the analyses set forth in Attachment C to the
Stipulation.

Customer Service Standards .

- 9. NJNG will continue to submit to Rate Counsel and the Director of the Division of
Customer Assistance at the Board quarterly and annual reports, as specified,
concerning activity at its walk-in and payment centers and concerning the
Company’s performance in refation to certain service measures, as detailed in
Attachment D to the Stipulation. NJNG commits to continue meeting the
customer service benchmarks specified in Attachment D of the Stipulation.

Southern Reliability Link (“SRL”) Phase Il -

10. NJNG withdraws its request for a Phase Il proceeding regardlng the rate
treatment of the SRL.

4
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Project NEXT

11, NJNG withdraws its request for deferred accounting treatment in BPU Docket
No. GR18101096. :

Service Agreements

12. The Parties agree that upon the Board’s issuance of a final Order approving the
Stipulation, the current Service Agreements are acceptable and shall be deemed
approved, and that BPU Docket No GR08030415 will be closed.

Tariff and Rate Design

13.  Attached to the Stipulation as Attachment E is a schedule entitled “New Jersey
Natural Gas Company, Base Rates and Revenues at Present and Proposed
Rates.” The Parties stipulate that this schedule represents the rate design
methodology and billing determinants to be utilized in this case, integrating a
monthly customer charge of $10 - applicable to the Residential Service
classification, inclusive of applicable sales taxes, amongst other rate changes.

14. The Parties agree that the tariff modifications described in Attachment F to the
Stipulation are reasonable, appropriate and shall be implemented upon Board
approval.

15. The Parties agree that NING's proposed new natural gas vehicle (“NGV”) tariff
for company-owned NGV facilities on customers’ premises shall not be
impiemented at this time. '

16. The Company agrees to submit as part of its next base rate case the Staff
average and peak cost of service study (“COSS") referenced in the Board's
Order in Docket No. GR07110889 at page 9, along with all associated
workpapers. Submission of the Staff COSS in the next base rate case does not
imply endorsenlent of the Staff methodology by the Company. The Company, as
well as any other party to that future proceeding, is free to submit its preferred
COSS and supporting workpapers. See Attachment G of the Stipulation.

DOD/FEA Issues

17. The DOD/FEA agrees that the rates and revenues as set forth in Attachment E of
the Stipulation resoive the DOD/FEA’s rate design issues for this matter.

18.  The Parties reserve their rights to proffer different Cost of Service Studies in the
Company’s next base rate case.

19.  NJNG will provide daily metering information (by therm) to the DOD/FEA for all
meters on the Picatinny Arsenal installation in a mutually acceptable format.

20, Pursuant to Section 11 of the Standard Terms and Conditions of the Company's
Tariff, the Company and DOD/FEA agree to jointly evaluate the potential for an
off-tariff rate or discounted rate for the various DOD installations served by the

5 .
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Company. Both the Company and the DOD/FEA shall provide each other with all
necessary information, and shall work cooperatively to identify a rate to be billed
to the DOD installations taking into account cost considerations that are unique
to the DOD installations. Within 90 days after Board approval of the Stipulation,
the Company shall provide a proposal to DOD/FEA to promptly effectuate the
evaluation. The Company and the DOD/FEA recognize that any such off-tariff
rate or discounted rate is subject to Board approval.

 Balancing Charges

21.  The balancing charge related to inventory has been updated through this rate
case to $0.0011 per therm based on the pre-tax rate of return of 8.97% agreed to
herein and the resulting aftertax Balancing Charge is $0.1088 per therm, a
decrease of $0.0010 per therm from the current rate of $0.1098 per therm. The
balancing charge related to inventory will remain fixed until new rates become
effective in the Company’s next base rate case.

22, The balancing charge will continue to be adjusted in the Company’s annual Basic '

: Gas Supply Service (“BGSS”) filings to reflect only updated pipeline demand
charges, credit adjustments and the percentage of peak day volume related- to
balancing associated with the pipeline demand portion of the balancing charge.
The firm volumes from which the pipeline demand portion of the balancing
charge is determined will also be updated. The Company’s recalculation will be
subject to review as part of the annual BGSS proceedings. The Company will
continue to credit all balancing revenues from customers in the Balancing Rate
Classes to its BGSS. '

" On October 30, 2019, ALJ Gertsman issued an Initial Decision accepting the terms of the
Stipulation.

DISCUSSION AND FINDINGS

In evaluating a proposed settlement, the Board must review the record, balance the inferests 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 upon 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 customer using 100 therms monthly will
experience an increase in their monthiy bill of $10.04 or 9.6% percent inclusive of SUT.
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The rates approved by this Order will become effective for service rendered on and after
November.15, 2019.

The Company is HEREBY DIRECTED to file tariff sheets consistent with this Order by
November 15, 2019.

The Companys rates remain subject td 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 November 13, 2019.

DATED: W \\3\\ X - BOARD OF PUBLIC UTILITIES
\ BY:

~

JOSEPH L. FIORDALISO
PRESIDENT

ARY/{ANNA HOLDEN GIANNEBOLOWON

OMMISSIONER COMMISSIONER
UPENDRA J. CHIVUKULA - ROBERT M. GORDON
COMMISSIONER COMMISSIONER

ATTEST: Qoo

AIDA CAMACHO-WELCH
SECRETARY

{ HEREBY CERTIFY that the within
document is a true copy of the originai
in the files of the Board of Public Uﬂlmm

BPU DOCKET NOS. GR19030420 AND GR18101096
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IN THE MATTER OF THE PETITION OF NEW JERSEY NATURAL GAS COMPANY FOR
APPROVAL OF AN INCREASE IN GAS BASE RATES AND FOR CHANGES IN ITS TARIFF
FOR GAS SERVICE, PURSUANT TO N.J.S.A. 48:2-21 AND 48:2-21.1; AND FOR CHANGES

' TO DEPRECIATION RATES FOR GAS PROPERTY PURSUANT TO N.J.S.A. 48:2-18

AND
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SERVICE LIST

New Jersey Natural Gas Company
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Mark G. Kahrer
mkahrer@njng.com

Andrew K. Dembia, Esg.
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Tina Trebino
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mharrell@njng.com
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idesalvatore@njng.com

Craig Lynch
calynch@njng.com

Frederick W. Peters, Esq.

1101 14™ Street, NW, Suite 350
. Washington, DC 20005
fwpeters1@verizon.net

Board of Public Utilities
44 South Clinton Avenue, 9" Floor
Trenton, NJ 08625-0350

- Aida Camacho-Welch, Board Secretary

board.secretary@bpu.nj.gov

Paul Flanagan, Esq.
Executive Director
paul.flanagan@bpu.nj.gov

Division of Energy

Stacy Peterson, Director
stacy.peterson@bpu.nj.gov

Paul Lupo, Bureau Chief
paul lupo@bpu.nj.gov

Scott Sumliner
scott.sumliner@bpu.nj.gov

Ryan Moran-
ryan.moran@bpu.nj.qov

Jacqueline Galka
jacqueline.galka@bpu.nj.qov

Bart Kitar
bart.kilar@bpu.nj.gov

Oneil Hamilton
oneil.hamitton@bpu.nj.gov
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Gregory Eisenstark, Esq.

Cozen O'Connor

One Gateway Center Suite 2600
Newark, NJ 07102 _
geisenstark@cozen.com

John Hoffman, Esq.

Wilentz, Goldman & Spitzer
90 Woodbridge Center Drive
Suite 900, Box 10
Woodbridge, NJ 07095-0958
jhoffman@wilentz.com

Daniel P. Yardiey

Yardley & Associates

3 Apollo Circle

Lexington, MA 02421
dan@yardieyassociates.com

Ronald E. White

Foster Associates, Inc.

17595 S. Tamiami Trail, Suite 212
 Fort Myers, FL 33908
r.white@fosterfm.com

Paul R. Moul -

P. Moul & Associates

251 Hopkins Road
Haddonfield, NJ 08033-2062
prmoul@verizon.net '

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.nj.gov

Brian Lipman, Litigation Manager
blipman@rpa.nj.gov

- Felicia Thomas-Friel, Esq.
fthomas@rpa.nj.qov

Sarah Steindel, Esq.
ssteinde@rpa.nj.gov

Henry Ogden, Esq.
hogden@rpa.nj.gov
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Christopher ijrysk
christopher. oprysk@bpu.nj.gov
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sri.medicheria@bpu.nj.gov

Counsel’s Office |

Abe Silverman, General Counsel
abe.silverman@bpu.nj.gov

Heather Weisband, Esq.
heather.weisband@bpu.ni.gov

Economist Office

Ben Witherell, Chief Economist
benjamin.withereli@bpu.nj.gov

Dr. Son Lin Lai
son-lin.lai@bpu.nj.gov

Jackie O'Grady
jackie.ogrady@bpu.nj.gov

Reliability and Security

Joseph Costa
joseph.costa@bpu.nj.gov

Division of Law

Richard J. Hughes Justice Complex
Public Utilities Section :

25 Market Street, P.O. Box 112
Trenton, NJ 08625
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Maura Caroselli, Esq.
mcaroselli@rpa.ni.gov

Brian Weeks
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Shelly Massey, Paralegal
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United States Department of Defense and
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Chief, Business Law Division and Intellectual
Property Law Team
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION SETTLEMENT
OAL DKT. NO. PUC 06769-19
_ AGENGY DKT. NOS. GR18101096
IN THE MATTER OF THE PETITION OF AND GR19030420
NEW JERSEY NATURAL GAS COMPANY'S
REQUEST FOR DEFERRED ACCOUNTING
AUTHORITY FOR COST RELATED
TO NEW INFORMATION TECHNOLOGY
SYSTEMS AND FOR APPROVAL OF
AN INCREASE IN GAS BASE RATES,
FOR CHANGES IN (TS TARIFF FOR GAS
SERVICE PURSUANT TO N.J.S.A. 48:2-21
AND N.J.S.A. 48:2-21.1, AND FOR CHANGES
TO DEPRECIATION OF RATES FOR GAS -
PROPERTY PURSUANT TO N.J.S.A. 48:2-18.

Andrew K. Dembia, Regulatory Affairs Counsel, for petitioner

Frederick W. Peters, Esq., member of the Washington, D.C., and New Jersey Bar,
admitted pro hac vice pursuant to the N.J.A.C. 1:1-5.2(a)}, for petitioner New Jersey
Natural Gas Company, Attomney of Record: Gregory Eisenstark, Esq., (Cozen

& O'Connor, attorneys)

Renee Greenberg and Geoffrey Gersten, Deputy Atlorneys Geheral, for Staff of
the Board of Public Utilities {Gurbir S. Grewal, Attorney General of New

Jersey, attorngy) ‘

New Jersey is an Equal Opportunily Employer
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Sarah H. Steinde! and Felicia Thomas-Friei, Assistant Deputies Rate Counsel, for
Division of Rate Counsel (Stefanie A. Brand, Director)

Joseph F. Accardo, Jr,, Vice President Regulatory and Deputy General Counsel, for
participant, Public Service Electric and Gas Company (Tamara L. Linde, Executive
Vice President and General Counsel)

James H. Laskey, Esq., for participant, New Jersey Utility Shareholders Association
(Norris, McLaughlin & Marcus, PA., attorneys} '

Major Scott L. Kirk, Chief, Utility Law Field Support Center, Department of the Air Force,
Office of the Judge Advocate General, admitted pro hac vice pursuant to N.JAC.
1:1-5.2(a), for intervenor, United States Depariment of Defense and all other Federal
Executive Agencies (Lieutenant General Jeffrey A. Rockwell, Judge Advocafe
General), Attomey of Record: Kenneth J. Hanko, Esq., Chief, Business Law
Division and Intellectual Property Laaw'r Team, Legal Office, U.S. Amy Combat
Capabilities Development Command, Armaments Center, at Picatinny Arsenel

Thomas A. Jernigan, Esq., Utility Law Field Support Cénter, Department'of the Air Farce,
Office of the Judge Advocate Genersl, admitted pro hac vice pursuant to N.J.A.C.

- 1:1-5.2(a), for intervenor, United States Department of Defense aﬁd alf other Federél_
Executive Agencies {Lieutenant General Jeffrey A. Rockwell, Judge Advocate
General), Attomey of Record:  Kenneth J. Hanko, Esqg., Chief, Business Law

Division and Intellectual Property Law Team, Legal Office, U.S. Amy Combat i

Capabilities Development Command, Armaments Center, at Picatinny Arsenal

thn J. McNutt, General Attomey, Regulatory Law Division (JALS-RUIP), Department of

the Army, Office of the Judge Advocate General, admitied pro hac vice pursuant to
N.J.A.C. 1:1-5.2(a), for intervenor, United States Department of Defense and all
other Federal Executive Agencies (Lieutenant General Charles N, Pede, Judge
Advocate General), Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business

* Law Division and Intellectual Property Law Team, Legal Office, U.8. Ammy Combat

Capabilities Development Cormmand, Armaments Center, at Picatinny Arsenal
2
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Record Closed: October 30, 2019 Decided: October 30, 2019

BEFORE JACOE S. GERTSMAN, ALJ ta:

This proceeding involves petitions filed by New Jersey Natural Gas (NJNG or

Company) with the Board of Public Utilities (Board) seeking: deferred accounting treatment
for costs associated with upgrades to the Company’s information technology (IT) systems (the
"Déferred Accounting Petition”); and for changes in its tariff for gas service pursuant to N.J.S.A.
48:2-21 and N.J.S.A. 48:2-21.1; and for changes of depreciation of rates for gas property
pursuant fo N.J.S.A, 48:2-18 (the “Base Rate Case"). |

The Board transmitted the Deferred Accounting Petition and Base Rate Case as one

matter to the Office of Administrative Law (OAL) on May 17, 2019, for determination as a

contested case, and assigned to the undersigned, who conducted the initial case management
conference on June 14, 2019,

A motion to intervene was filed by the United Stales Departmenf of Defense and all
other Federal Executive Agencies on July 1, 2019. The motion was granted on July 18, 2019.

Motions to participate were filed Public Service Electric and Gas Company (PSE&G)
on April 26, 2018, and the New .Jerse_y' Utility Shareholders Association (NJUSA) on June
19, 2018, PSE&G and NJUSA were granted participation status on July 18, 2019.

Duly-notiéed public hearings were held on September 28, 2019, at Freehold Township
Municipal Building and October 3, 2019, at the Rockaway Township Municipal Building. Three
members éf the public appeared at the Freehold hearing and all comments were transcribed
and imade a part ofthe record.! No members of the public appeared at the Rockaway hearing.

Evidentiary hearings were scheduled for January 21, 23 and February 4, 6, 10, and 12,

' 2020. Prior to the commencement of the hearings, the parties filed on October 29, 2013, a

t Transcripts of the public hearings have not been provided to the undersigned and will be forwarded to the
Board by the parties. -
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Stiputation of Settiement (J-1), resolving all issues in this proceeding. | Said Stipulation has been
signed by petitioner, Staff of the Board of Public Utilities, and Division of Rate Counsel. It

" indicates the terms of settlement, and is attached and fully incomporated herein.

[ have reviewed the terms of settlement and | FIND:

1. The parties have voluntarily agreed to the settlement as evidenced by their
signatures or their representatives’ signatures on the attached document,

2. The seftlement 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.

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.8.A. 52:14B-10.

| / Ty
October 30, 2019 ’ ..,..a-/’
DATE JACOB S. GERTSMAN, ALl t/a

Date Received at Agency: . (B30 14

Date Mailed o Parties:

J8G/nd
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STATE OF NEW JERSEY | OOFFE OF ADRLLLRY
BOARD OF PUBLIC UTILITIES
OFFICE OF ADMINISTRATIVE LAW

IN THE MATTER OF THE PETITION OF
NEW JERSEY NATURAL GAS COMPANY
FOR APPROVAL OF AN INCREASE IN
GAS BASE RATES AND FOR CHANGES
IN 1ITS TARIFF FOR GAS SERVICE PURSUANT
TON.JLS.A 48:2-2] ANDN.ILS.A, 48:2-21.1;
AND FOR CHANGES TO DEPRECIATION
RATES FOR GAS PROPERTY PURSUANT
TON.JS.A. 48:2-18

STIPULATION OF SETTLEMENT

BPU DOCKET NOS. GR18101096
AND GR19030420

-AND- .
QAL DOCKET NO. PUC 06769-19

IN THE MATTER OF THE PETITION OF

NEW JERSEY NATURAL GAS COMPANY'S
REQUEST FOR DEFERRED ACCOUNTING
AUTHORITY FOR COSTS RELATED TO NEW
INFORMATION TECHNOLOGY SYSTEMS

APPEARANCES:

Andrew K, Dembia, Esq., Regulatory Affairs Counsel, Gregory Eisensiark, Esq. (Cozen
O’Comnor, P.C.), John A. Hoffman, Esq. (Wilentz, Goldman & Spitzer, P.A)), and
Frederick W. Peters, Esq. (Law Offices of Frederick W. Peters) pro hac vice, for petitioner

- New Jersey Natural Gas Company, (Nancy A. Washington, Vice President and General
Counsel, attorney).

Renee Greenberg, Deputy Attorney General, for Staff of the Board of Public Utilities
{(Gurbir S. Grewal, Attorney General of New Jersey).

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

John J. McNutt,  Esq., pro hac vice, for Intervenor United States Department of
Defense/Federal Executive Agencies (Kenneth J. Hanko, Esq., Chief, Business Law
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Division and Intellectual Property Law Team, Legal Office, U.S. Army Combat Capabilities
Development Command, Arxmaments Center, at Picatinny Arsenal, attorney).

Joseph F. Aceardo, Jr., Deputy General Counsel and Justin Incardone, Assistant General

Regulatcuy Counsel, for Participant Public Service Electric and Gas Company.

James H. Laskey, Esq., Norris McLaughlm, P.A. for Participant New Jersey Utility

Shareholders Association.

TO: THE HONORABLE JACOB S. GERTSMAN, ADMINISTRATIVE LAW
JUDGE:

BACKGROUND

On October 5, 2018, New Jprsey Natural Gas (“NJNG,” the “Company,” or

“Petitioner™) filed a petition with the New Jersey Board of Public Utilities (“Board” or

“BPU") seeking deferred accounting treatment for costs associated with upgrades to the

Company’s information technology (“IT™} systems (“Deferred Accounting Petition™). The

Company requested Board approval of the authority to defer on its books actually incurred

costs associated with Project NEXT and not otherwise recovered th.rm;gh its current base
rates. In addition, the Company also requested permission to accrue Allowance for Funds
Use",d During Construction (“AFUDC”) associated with the Project NEXT costs using the
“Modified Federal Energy Regulatory Commission formula®” to determine its AFUDC rate
consistent with the method approved and used for NING’s Safety Acceleration and Facility
Enhancement (“SAFE”) Extension II (*SAFE IT”) and New Jersey Reinvestment in System

Enhancement (“NJRISE”) programs.
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On March 29, 2019, NING filed a Petition with the Board for authority pursuant to

N.IS.4,48:2-21 and NIS.A, 48:2-21.1 and N.LA.C. 14:1-5.12 to: (i) increase its base rafes

and charges for gas service by $128.22 inillion; (ii) establish a Phase II proceeding to address |

the cost recovery for the Company’s Southern Reliability Link (“SRL™) intra-state gés
transmission project; (iii) implement certain other 1ate and tariff revisions; and (iv) changc its
exi qlmg depr ecmtmn rates pursuant to N.J.S.A. . 48 2-18 (“Base Rate Petition™).

In the Base Rate Petition, NJNG proposed a test-year ending August 31, 2019, The
Base Rate Petition as originally filed was based upon five (5) months of actual data and seven
(7) months of estimated data. As the casc progressed, the estimated data was replaced by
aciual data, and, on September 30, 2019, the Company filed it§ update consisting of twelve
(12) months of actual data (12 + O update™). The proposed annual revenue increase as shown
in thé Company’s 12 + 0 update was $134.313 million.

On Apﬁl 11, 2019, the Company filed a motion with the Board to consolidate the

~ Deferred Accounting Petition and the Base Rate Petition, No party opposed the motion. On

May 15, 2019, the Board transmitted the Deferred Accounting Petition and the Base Rate
Petition to the Office of Administrative Law (“OAL”) as a contested case, with a direction
that the OAL consolidate the two (2) matters, The matter was assigned to the Honorable

Jacob S. Gertsman, Administrative Law Judge (“ALJ”)

On June 14, 2019, ALJ Gertsman conducted a prehearing conference in the |

consolidated. matter, On August 23, 2019, ALJ Gertsman issued a prehearing order

establishing procedures and hearing dates for the conduct of this case.
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The parties to this case are Petitioner, the Staff of the Boérd (“Board Staff?), the New
Jersey Division of Rate Counsel (“Rate Counsel™), and intervenor United States Department
of Defense/Federal Executive Agencies (“DOD/FEA™). Participants are Public Service
Electric and Gas Company and the Ncw Jersey Utility Sllax'cl1oldcls Association (hereinafter
collectively referred to as the f‘Parties”). |

Pursuant to a.ppropriate notice in newspapers of general circulation within NING’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 Frechold Township, Ncw.

Jersey on September 26, 2019 and two (2) public hearings were held in Rockaway Township,

- New Jersey on October 3, 2019. Three (3) members of the public appeared at the September

26, 2019 public hearings and made statements in opposition to SRL; no members of the public

appeared at the October 3, 2019 public hearings. In addition, the Board received written .

comments in opposition to the Base Rate Petition.

The Company responded in wx'iting to more than 600 discovery requests, many of
which had multiple parts. In addition, discovery and séitlement conferences were held by the
Parties, with the Company responding to additional informal discovery questions, both orally
and in writing. |

The Company filed direct, supplemental and revised testimony.

Evideﬁtieny hearings were scheduled for six (6) dates bctween January 21, 2020 and
February 12, 2020. Prior to the commencement of such hearings, the Parties conducted

meetings to discuss settlement, and as a result, this stipulation of settlement (“Stipulation™)
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was agreed to by NING, Rate Counsel, Board Staff and DOD/FEA (hereihafter collectively
referred to as the “Signatory Parties™). This settlement was reached before any other
Signatory Party filed testimony.

The Signatory Parties hereto agree and stipulate as follows:

STIPULATED MATTERS

Revenue Increase
1. For the calculation of the revenue requirement in this case based on 20-year weather

normalization, the Signatory Parties agree tﬁ a rate b'ase of $1.765 billion, a‘ rate of
return of 6.95%, and an increase in revenue requirement of $62.20 million, exclusive
of New Jersey Sales and Use Tax (“SUT”). The 6.95% rate of return is obtained based
on a capital structure of 54.00% common equity with a cost rate of 9.60% and 46,00%
- long tenﬁ debt with a cost rate of 3.83%. The $62.20 million increase in revenue

requirement can be derived from the following calculation:

‘Rate Base $1,765 million

Rate of Return ' X 6.95%
Operating Income Requirement $122,592 million
Pro-Forma Operating Income $78.147million
Operaling Income Deliciency $44.445 million
Revenue Factor x 1.3995

Revenue Requirements $62.200 million

10/44
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As a regult of this Stipulation, the typical residential sales heating customer, using 100

" therms of gas during a month, will receive an increase of $10.04 or 9.6 percent on their

monthly bill from $104.23 to $114.27. The typical residential heating customers using

1,000 therms annually will receive an increase of $102.80 or 9.7 percent in their annual

bill, from $1,059.90 to $1,162.70.

This Stipulation finalizes the prudency of the rates approved for SAFE IT and NJ RISE

investiments through June 30, 2019,

The base rate revenue increase agreed to in this Stipulation reflects a three (3) year

amortization for the following items:

Rate Case Expense - This itemn represenis a normalized level of expense
incurred for rate case expense. The Rate Case Expense component is reduced
by 50 percent, which is not recoverable through customer rate charges. The
amount to be amortized for financial reporting purposes for this item is
$0.263 million. '

Compressed Natural Gas — Pursuant to the Board’s Order in Docket No.

. GR11060361 dated June 18, 2012, NING agreed that customers utilizing the

CNG stations built under the CNG Pilot Program will be charged $0.20 per
therm to offset the program’s revenue requirement. The amount to be
amortized for this itemn is a credit of $0.439 million. The deferral of the CNG
charge will cease coincident with the end of the Test Year and be recorded
as utility operating revenue prospectively.

The total amount to be amortized is a credit of $0.176 million over the three (3) year

period. .
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The base rate revenue increase agréed to in this Stipulation reflects an adjustment for
consolidated federal income taxes. -

The Signatory Parties recognize that the Margin Revenue Factors and the monthly
Buseline Usuge per Customer (“BUC”) set lorth in NING’s current Conservation.
Incentive Progrzlim (“CIP”) tariff must be updated in order to a]ign these aspects of the
CIP tariff {vith the Board’s approval of new base rates in this proceeding. ‘These
factors and rates are included in Rider “T” of the Company’s Tariff attached herein as
Atlachment A.

The Signatory. Parties agree the Company’s composite depreciation rate shall Ec
increased from the currently-approved rate of 2.40 percent to 2.78 percent, The
overall composite rate of 2,78 percent consists of an investment rate of 1.90

percent and the net salvage rate of 0.88 percent. The agreed upon depreciation

rales by account are set forth in Attachment B to the Stipulation.

Depreciation Review .

8.

NING agrees to conduct the analyses set forth in Attachment C to this Stipulation.

Customer Service Standards

9.

NING will continue to submit to Rate Counsel and the Director of the Division of

Customer Assistance at the Board quarterly and annual reports, as specified,

concerning activity at its walk-in and payment centers and concerning the

Company’s performance in relation to certain service measures, as detailed in

12744
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Attachment D. NING commits to continue meeting the customer service

henchmarks specified in Attachment D.

" Southern Reliability Link (*SRL”) Phase IT

10.  NING wimdx'awé its request for a Phase II proceeding regarding the rate treatment of
| the SRI.
Project NEXT
11.  NING withdrawé its request for deferred accounting treatment in BPU Docket No.
GR18101096.

Service Agreements

12.  The Signatory Paities agree that upon the Board's issuance of a final Order approviﬁg
this Stipulation, the current Service Agreements are accéptable and shall be deemed

approved, and that BPU Docket No GR08030415 will be closed.

Tariff and Rate Design.

'[3.  Attached to this Stipulation as Aftachment E is a schedule entitled “New Jersey

Natural Gas Company, Base Rates and Revenues at Present and Proposed Rates.” The
Signatory Panies.stipulate that this schedule represents the rate design methodology
and billing determinants to be utilized in this case, integrating a monthly customer
charge of $10 applicable to the Residential Service classification, inclusive of

applicable sales taxes, amongst other rate changeé.

13744
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The Si.gnatory Parties agree that the tariff modifications described in Attachment F to
this Stipulation are reasonable, appropriate and shall be implemented upon Board
approval. |

The Signatory Parties agree ﬁ1at NING’s proposed new natural gas vehicle ("NGV™)
tariff for company-owned NGV facilities on cusfomers’ premises shall not be
implemented at this time.

The Company agrees to submit as part of its next base rate case the Staff average and
peak cost of service study (“COSS”) referenced in the Board’s Order in Docket No.
GRO7110889 at page 9, along with all associated workpapers. Submission of the Staff
COSS in the next base rate case does not imply endorsement of the Staff rﬁethodolc-gy
by the Company. The Company, as well as any other party to that futwre proceeding,

is free to submil its preferred COSS and supporting workpapers. See Attachment G,

DBOD/FEA Issucs

17.

18,

15.

20.

The DOD/FEA agrees that the rates and revenues as set forth in Attachment E resolve
the DOD/FEA’s rate design issues for this matter.

The Signatory Parties reserve their rights to proffer different Cost of Service Studies

in the Company’s next base rate case.

NING will provide daily metering information (by therm) to the DOD/FEA for all

meters on the Picatinny Arsenal installation in a mutually acceptable format.
Pursuant to Section 11 of the Standard Terms and Conditions of the Company's Tariff,

the Company and DOD/FEA agree to jointly evaluate the potential for an off-tariff
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rate or discounted rate for the various DOD. installations served by the
Company. Both the Company and the DOD/FEA shai.l provide each other with all
necessary infonnation,'and shall work cooperatively to idéntify a rate to be billed to
the DOD i_nstallatioﬁs talldng into account cost considerations that are unigue to the

DOD installations. Within 90 days after Board approval of this Stipulation, the

Company shall provide a proposal to DOD/FEA to promptly effectuate the

evaluation. The Company and the DOD/FEA recognize that any such off-tariffrate

or discounted rate is subject to Board approval.

Balancing Charges

22.

The balancing charge related to inventory has been updated through this rate case to

$0.0011 per therm based on the pre-tax rate of return of 8.97% agreed 1o herein and

the resulting after-tax Balancing Charge is $0.1088 per therm, a decrease of $0.0010

per theym from the current rate of $0.1098 per therm. The balancing charge related to
inventory will remain fixed until new rates become effective in the Company’s next
base rate case.

The balancing charge will continue to be adjﬁsted inthe Comﬁany’s annual Basic Gas
Supply Service (*BGSS”) filings to reflect only updated pipeline demand charges,
credit adjusm}ents and the percentage of peak day voh‘:ur.le related to balancing
assoéiate& with the pipeline demand portion of the balancing charge. The fiim
volumes from which the pipeline demand portion of the balancing charge is

determined will also be updated, The Company’s recalculation will be subject to

15744
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review as part of the annual BGSS proceedings. The Company will continue to credit

all balancing revenues from customers in the Balancing Rate Classes to its BGSS.

MISCELLANEQUS

23,

24,

The undersigned Signatory Parties stipulate and agree that this Stipulation fully
disposes of all issues in controversy in this proceeding, is consistent with law, and
is in the public interest. This Stipulation represents a mutual balancing of interésts,
contains interdependent provisions and,' theréforc, is intcndcd to be accepted and

approved in its entirety. In the event any provision of this Stipulation is not accepted

. and approved in its entirety by the Board, any Parly aggrieved thereby shall not be

- bound to proceed with this Stipulation and shall have the right to litigate all issues

addressed herein fo a conclusion. More particularly, in the event the Board, in any

applicable order(s), does not adopt this Stipulation in its entirety then any Party

“hereto is free to pursue its then available legal remedies with respect to all issues

addressed in this Stipulation as though this Stipulation had not been signed.

" The Signatory Parties further agree that they consider the Stipulation to be binding

on them for all purposes herein.

Tt is specifically understood and agreed that this Stipulation represents a negotiated
agreemeit angl has been made exclusively for the purpose of these proceedings.
Except as expressly provided herein, N.TNG, Board Staff, Rate Counsel, Intervenor

and the Participants shall not be deemed to have approved, agreed to, or consented

16744
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to any principle or methodology underlying or supposed to underlie any agreement
provided herein. All rates are subject to audit by the Board. The Signatory Parties
further acknbwledge that a Board Order approving, rejecting, or modifying this

Stipulation will become effective upon the service of said Board Order, or upon

. such date after the service thereof as the Board may specify, in accordance with

N.ILS.A. 48:2-40.

The Signatory Parties request that this Stipulation be considered at ;che Board’s
No vmﬁber 13, 2019 regularly scheduled Agenda Meeling.

The Signatmy Parties agree to accept as service delivery by courier (“hand
delivery”) of the BPU Order (“Order”) approving this Stipulation, in whole or in
part. The Signatory Parties agree 'that such method of hand delivery shall be

sufficient service of the Order.

- 17444



65096834076

Office of Adminlstrative Law .. 02:00:10 p.m. 10-30-2019

-13-

WHEREFORE, the undersigned Signatory Parties hereto respectfuily submit this

Stipulation to Your Honor and the Board for its review and request (1) the issuance of an

Initial Decision approving this Settlement in-its entirety in accordance with the terms

contained herein, and (2) the Board approve this Settlement, in its entirety with the terms

contained herein through an Qrder on all rate and tariff issues,

NEW JERSEY NATURAL GAS COMPANY
PETITIONER

X)’LC“ u,u) < MM&‘*“-

ANDREWK DEMBIA |

' REGULATORY AFFAIRS E:OUNSEL_

PIVISION OF RATE COUNSEL
STEFANIE BRAND
DIRECTOR

.....
-

by S anals W, \ﬁ,,na,g//Ff

SARAH H. STEINDEL
ASSISTANT DEPUTY RATE COUNSBL

GURBIR S, GREWAL
ATTORNEY GENERAIL OF NEW JERSEY
Attorney for Staff of the Board of Public Utilities

Fa

By: Rowog. 2;55 21y \q\( 0-3%-3019
7" RENEE GREENBERG
DEPUTY ATTORNEY em
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UNITED STATES DEPARTMENT OF DEFENSE/FEDERAL
EXECUTIVE AGENCIES
INTERVENOR

By: /LAWL«Z/'

KENNETH J. HANKO, Esq.

Date: Octoberg??_, 2019

LEGALM3ITIZ59%

10-30-2019
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NEW JERSEY NATURAL GAS COMPANY Page 1 of &
BPU No. 10 - Gas ' : Original Sheet No. 178

RIDER "I
CONSERVATI ENTIVE PROGRAM — CIP

Applicable to the following service classifications:

RS Residential Service

GSS General Service - Small

GSL General Service - Large

ED Economic Development

‘1. DEFINI '

1. AMMH&MREM ~ The Actual Number of Customers (“ANC”) shall be determined on a
monthly basis for each of the Customer Class Groups to which the Conservation Incentive Program
(“CIP") Clause applies. The ANC shall equal the aggregate actual booked number of customers for
the month as recorded on the Company s books, plus any lncremental Large Customer Count
Adjustment.

2. | Aetual Usage per Customer — the Actual Usage per Customer (“AUC”) shall be determined in therms
on a monthly basis for each of the Customer Class Groups to which the CIP applies. The AUC shall
cqual the aggregate actual booked sales for the month as recorded on the Company’s books divided
by the Actual Number of Customers for the corresponding month.

3. Adiystment Period - shall be the year beginning immediately following the conclusion of the Annual
Period.

4.  Annupal Perigd — shall be the twelve consecutive months from October 1 of one calendar year through
Septernber 30 of the following calendar year..

S.  Average 13 Momh Common Equity Balgnce - shall be the common equity balance at the beginning '
of the Annual Period (i.e., October 1) and the month ending balances for each of the twelve months in
the Annual Period divided by thirteen (13).

6.  Baseline Usage per Customer — the Baseline Usage per Customer (“BUC”) shall be stated in therms
on a monthly basis for each of the Customer Class Groups to which the CTP appheq The BUC shall
be rounded to the ncarest onc tonth of one therm.

Date of fssne: 2019 e ‘ Effeciive for service renderad on
Issned by: Mark G, Kahrer, Vice President and after Novembhey 15, 2019
: Wall, NJ 07719

Filed pursuant to Order of the Board of Public Utilities emtered i
' Docket No. GRIS030428°
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NEW JERSEY NATURAL GAS COMPANY

BPUNa. 10 - Fas o . Oripinal Sheet No. 179

7.

10.

E: E !2 ER HI”

Customer _Class Groyp ~ For purposes of determining and applying the CIP, customers shall be
aggregated into four separate recovery class groups. The Customer Class Groups shall be as follows:

GroupI: RS (non-heating customers only)

Group II: RS (heating customersonly) -

Group ILL: GSS, ED using less than 5,000 therms annually
Group 1V: GSL, ED using 5,000 therms or greater annually

Forecast Annnal Usgee — the Forecast Annual Usage (“FAU”) shall be the projected total annual

. throughput for all customers within the applicable Customer Class Group. The FAU shall be estimated

bascd on normal weather.

Incremental Lavge Customer Connt Adiustment — the Company shall maintain a list of incremental

commercial and industrial customers added to its system on or after September 1, 2019 whose

“connected load is greater than that typical for the Company’s average commeicial and industrial

customer. For purposes of the CIP, large incremental customers shall be those customers whose
connected load exceeds 5,500 cubic feet per hour (“CFH™). A new customer at an existing location
previously connected to NJNG’s facilities shall not be considered an incremental customer. The
Actual Number of Customers for the Customer Class Group shall be adjusted to reflect the impact of
all such incremental commercial or industrial customers. Specifically, the Incremental Large
Customer Count Adjustment for the applicable month shall equal the aggregate connected load for all
active customers that exceed the 5,500 CFH threshold divided by 2,750 CFH less the number of active
cusiomers, rounded to the nearest whole number,

Meargin Revenue Factor— the Margin Revenue Factor ("MRFE”) shall be the weighted-average margin
rate as quoted in the individual service classes to which the CIP applies. The MRFs by Customer
Class Group are as follows:

Group I (RS non-heating): ) 50,4599
Group II (RS heating): ' $0.4599
Group I1I (GSS, ED using less than 5,000 therms annually) $0.4057
Group IV (GSL, ED using 5,000 therms or greater annuatly) $0.2707

The MRF shall be reset each time new base rates are placed into effect.

Date of fssue: 2019 ‘ Effective for service rendered on

Issued by

Mark G. Kalirer, Vice President . and after November 15, 2019
Fall, NJ 47719 ‘

Filed pursuant to Order of the Board of Publie Utilities enteved in
: Docket No. GRIDO30420 '
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Attachment A

NEW JERSEY NATURAL GAS COMPANY ) Page 3 of 6
BPU No. 10 - Gas " Owigingl Sheet No. 180
R [DE E rrln
CO V. N INCENTIVE PROG - CIP niinued
I I/, E, ],

The BUC for cach Customer Class Group by month arc as follows:

Group 111 Group IV:

Group I Group 1I: GSS, ED using less GSL, ED using
RS RS _ than 5,000 therms 5,000 therms or
Manth Non-Heating Heating annually greater annually

Oet, 13.2 43.7 49.8 901.2
Nov. ' 10.8 84,9 , 117.5 1,678.0
[ec. ‘ 15.4 163.9 212.6 2.611.3
Jan. 169 191.4 ' 259.1 3,002.3
Feb. 15.9 163.3 2285 2,514.6
Mar. 13.7 122.3 165.1 1,879.5
Apr. 11.0 78.0 914 1,413.6
May ' 9.7 398 37.2 898.]
Jun. 16.8 25.9 22,6 602.8
Jul. 16.4 . 22.5 23.9 | 551.6
Aug. 12.0 19.7 - 20.5 516.0
Sep. 135 __18.7 __ 197 483.0
Total Annual 165.3 984.1 1,247.9 17,052,2

The BUC shall be reset each time new base rates are placed into effect.
111, DETERMINATION QF THE CONSERVATION INCENTIVE PROGRAM RATE

1. At the end of the Annual Pericd, a calculation shall be made that determines for each Customer Class
- Group ke deficiency or excess to be surcharged or credited to customers pursuant to the CIP mechanism.
The deficiency or excess shall be calculated each month by muliiplying the result obtained from
subtracting the Baseline Usage per Customer from the Actual Usage per Customer by the Actual Number
of Customers and then multiplying the resulting therms by the Margin Revenue Factor.

Daie of Issne:  , 2019 Effective for service rendered on
Fssued by: Mark G, Kahrer, Vice President and after Novembher 15, 2019
Well, NI 07719

Filed pursuant to Qrder of the Board of Public Utilities entered in
Docket No. GRISG30420



6086394076 - Offlce of Adminlstrative Law 02:01:06 p.m. 10-30-201% 23144
' . Attachment A
NEW JERSEY NATURAL GAS COMPANY ~ Pogedof6

BPU No. 10 - Gus : ' ' . Qriginal Sheet No. 181
RIDER "J"
CONSERVATION INCENTIVE PROGRAM — CIP (Continued)

2. The normal degrec days and degree day consumption factors per customer to be used for the caleulation
of the weather related change in customer usage, are set forth below: _
Consumption Factors per customer (therms per customer

per degree day)
Degree Group Ii-

Month Days Residential Heating Group Ill- GSS Group 1V-GSL .
October 244 0.1237 0.1828 [.7462
November 510 0.1644 0.2260 ) 2.2656
December 811 0.1882 0.2680 2.6026
January 971 0.1981 0.2821 2.7395
February 818 0.1959 0.2758 2.6686
March 676 0.1896. 0.2581 2.4235
April 347 0.1741 0.1893 - 1.86M
May 126 0.1420 0.1691 1.6262

These consumption factors per customer shall be multiplied by the actual number of customers (o
determine the consumption factors. The weather related change in customer usage shall be calculated as
the .difference between actual degree days and the above normal degree days multiplied by the
consumption factors, and multiplying the result by the margin revenue faciors as defined in Section L 10.
of this Ridet, '

3. Recovery of margin deficiency associated with non-weather related changes in customer usage wilt be
subject Lo a BGSS savings test and a Margin Revenue recovery limitation (“recovery tests”). Recovery
of non-weather related margin deficiency will be limited to the smaller of (1) the level of BGSS savings
achicved when such savings are less than 75 percent of the non-weather relaled margin deficiency, i.c.

" BGSS savings test, and (2} 6.5 percent of variable margins for the CIP Annual Petiod, i.e., Margin
Revenue recovery limitation, Any amount that exceeds the above limitations may be deferred for future
recovery and is subject o either or both of the recovery tests in a future year consistent with the amount -
by which cither or both of the non-weather related margin deficiency cxceeded the recovery tests. For
the purposes of this calculation, the value of the weather related portion shall be calculated as set forth
in Section [iL.2. of this Rider L.

Date of Issue: 2019 Effective for service rendered on
Issued by: Mark G. Kahrer, Vice President . and after Novantber 15, 2012
Wall, NY 07719

Filed pmsnmrt to Order of the Board of Public Utilifics enter ad i
Dacket No. GRID030420
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4. In addition, the CIP shall not operate 0 permit the Compatxy to recover any portion of a deficiency that

will cavse the Company to earn in excess of a Y.60% return on common equity for the Annual Period;

_ any portion which is not recovered shall not be deferred. For purposes of this section, the Company's
rate of return on common cquity shall be calculated by dividing the Company's regulated jurisdictional
net income for the Annual Period by the Company's average 13-month common equity balance for such
Annual Period, all as reflected in the Company's monthly reports to the-Board of Public Ulilities. The
Company's regulated jurisdictional net income shall be calculated by subtracting from total net income
(1) other income, net of asscciated taxes, {(2) margins retained from Off-System Sales and Capacity
release, net of associated faxes, (3) margins retained from the Storage Inceutive Program, net of
associated taxes, and (4) margins retained from the energy efficiency programs of Rider “F", nel of
associated taxes. The Company's average thirteen-month common equity balance for any Annual Period
shall be the Company's average lotal common equity less the Companys average common equity
investment in unregulated subsidiaries,

5. The amount to be surcharged or credited shall equal the eligible agpregate deficiency or excess for all
months during the Annual Period determined in accordance with the provisions herein, divided by the
Forecast Annual Usage for the Customer Class Group.

HE QPERAT. VATION INCENTIVE
The tevenues billed, or credits applied, net of taxes and assessments, through the appl.icaiion of the
Conservation Incentive Program Rate shal! be accumulated for each month of the Adjustment Period and

applied against the CIP excess or deficiency from the Annual Period and any cumulative balances remaining
from prior periods.

In accordance with P.L. 1997, ¢, 192, as amended by B.L. 2006, c. 44, P.L. 2009, c. 240, and P.L. 2016, c. .
57, the charges applicable under this Rider include provision for the New Jersey Sales and Use Tax (“SUT”)

and when billed to customers exempt from this tax, as set forth in Rider “B”, shall be reduced by the amount
of such tax mcluded therein.

Date of Issue: 2018 - . ’ Effective for service rendered on
Issned by: Mark G. Kahret, Vice President and after November 15, 2019

Wall, NF 07719

Filed pursuant to Orvder of the Board of Pubiic Utilities entered in
Docket No. GRI19030426
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'The annual filing for the adjustment to the CIP rate shall be concusrent with the annual filing for BGSS.
The CIP factor shall be credited/collected on a basis within the Delivery Charge for all service classifications

stated above.

The currently effective CIP factor by Customer Class Group are as follows:

Group I (RS non-heating): $0.0690
Group II (RS heating): ' $0.0079
Group 111 (GSS, ED using less than 5,000 therms amwally):  ($0.0208)
Group IV (GSL, ED using 5,000 therms or greater annually): ($0.0043)

For the recovery of the October 2018 through September 2019 CIP margin deficiency, the recovery of the

margin deficiency associated with non-weather related change in customer usage included in the above

factors are offsct by the BGSS savings component, as sct forth in Rider A, The BGSS savmgs component
~ is embedded within the Periodic BGSS Charge and the Monthly BGSS Charge.

Dute of Issuer 2019 ' ' Effective for service rendered on

Issued by: Mark G. Kahrer, Vice President " and after November 15, 2019
Wall, NJ 87719

Fited pursywant to Qvder of the Board a_fPubhc Utilities entered in
Docket No, GRI19030420
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NEW JERSEY NATURAL GAS . Statement A
Gompatison of Current and Proposed Accrual Rates
Filed; VG Procedure { RL Technique
Seliled VG Procedure / RL Technique
Currant Proposed
Account Description investment NetSalvage Tolal Invesiment NeiSslvage Tolal
A . [] [ OrE+C £ F GaE+F
STORAGE AND PROCESSING PLANT
381.00 Structures and lmprovemenis 1.50% 0.13% 163% 1.31% 0.12% 1.43%
362,00 Gas Holders 0.94% 0.38% 1.32% 0.94% 0.38% 1.32%
363.20 Vapurizing Equipment 2.18% -107%  111% 2.30% «{,14% 1.16%
363.30 Compressor Equipment 2.02% 8.10%  2.12% 1.85% 0.08%  1.94%
363.40 Measuring and Requlafing Equiprnent 0.89% 0.05%  0.94% 2:64% 0.14% 2.78%
363.50 Ciher Equipment -2.51% 015% . 2.76% ~3.93% O21% _-4.14%
Total Storage and Processing Plant 1.04% -0.18%  0.86% 1.81% -0.16%  1.66%
TRANSMISSION PLANT ’
366,00 Structures and Improvemenls : 3.09% 0.31% 340% 3.13% 0.30%  3.43%
367,00 Mains 1.67% 0.77% 2.44% 1,49% 0.88% 2.37%
369.00 Measuring and Regulating Equtpment 2.04% 1.53% _3.57% (2.03% 1.52% _3.55%
Total Transmission Plant 1.75% 091% 266% 1.60% 1.00% 2.60%
DISTRIBUTION PLANT
375.01 Structures and Improvemenls 1.66% 0.0a% 1.70% 1.77% 0.07%  1.84%
376.00 Mains - Steel © 1.66% 1.19% - 2.85% 1.49% 1.34%  2.B3%
376.26 Mains - Plastic 1.11% ©028% 1.3%% . 1.53% 0.81% 244%
378.00 Meas. and Reg. Slation Equlp. - General 2.84% 2.256% 5.09% 3.22% 249% 5.71%
380,01 Sorvices - Stoot , 1.84% 0.56% 240% 1.60% 0,79% 2.30%
380.21 Services - Plasilc . 1.14% . 0.16% 1.21% 1.57% 092% 249%
381.00 Meters 2.84% 2.84% 3.16% 0.07% .3.23%
38200 Meter nstallations 2.63% 145%  4.08% 2.96% 1.55% 4.51%
383,00 House Regulalors :
384.00 House Regulaler Installations
385.00 Meas. and Reg. Equipment - Industrial 2.43% 0.26% . 2.69% 3.42% 0.35% 377%
387.00 Other Equipment 5.73% 084% _ G.57% 7.87% 1.15% . 9.02%
Total Distelbution Plant 1.41% 0.44%  1.85% 1.72% 0.98% 2.70%
GENERAL PLANT
Depreciable
390.02 Leasohold improvemenis 4.04% -0.62%  3.42% 2.48% -1.00% 1.48%
392.00 Transporlation Equipmen! 12.85% 2.18% i067% 4.57% ©1.48% 3.00%
396.00 Power Operated Equipment 4.80% ___ 460% ____0.19% ., ... 0.18%
Total Depreclable 10.16% -1.69%  B84T% 3.88% -131%  2.57%
Amotrtizable . .
391.01 Furniture, Fixtures and Equipment 2.35% ' 2.35% + 25 VYear Awortizalion —  2.35%
361.02 Information Systems 10.48% 10.48% +— 10 Year Amostization -  8.81%
391.03 Dala Handling Equipment 4.28% 428% « 10 Year Amortization —  5.50%
391.04 Compufer Softwere 19.32% 19.32% « 10 Year Amorlization =  7.42%
393.00 Stores Equipment 2.18% 2.18% « 35'Year Amortizallon —  2.18%
394,00 Teots, Shop and Garage Equipment 4.80% 4.90% - 20 Year Amortization—  4.90%
306.00 Laboratory Equipment 2.84% 2.84% + 35 Year Amottization —  2.84%
357.00 Communication Equipment 5.65% 5558% «+ 20 Year Amorlizalion — . 1.12%
Total Amortizable ' 11.76% 11.76% §.36%
Tetal Ganeral Plant 11.26% -0.53% 10.73% 5.58% -0.41% B.18%

TOTAL UTILITY 1.9% 0.4% 2.4% 1.90% 0.88% 2.78%
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NING Base Rate Case & Deferred Accounting Filing
BPU Docket No. GR18101096 and GR19030420

For projects in which a new transmission main is being installed and an existing transmission
main is being retired NJING will provide a study of the physical use of excavation for the purpose
of retiring facilities, as compared to the physical use of excavation for the purpose of installing
facilities. For any excavation that is used both for the purpose of retiring facilities and for the
purpose of installing facilities, this study will include the relative physical use of that excavation
for the purpose of installing facilities compared to the relative physical use of that excavation for
the purpose of retiring facilities. NJING will also provide a study as described in the prior two
senfences for projects in which a new distribution main is being installed and an existing
distribution main is being retired and for projects in which new service lines are being installed
and existing service lines are being retired.

NING will provide a study showing the cost to retire existing transmission mains, and separately
the cost to retire distribution mains and separately the cost to retire service lines when no new
facilities are being installed, In each of these studies the cost of excavation, traffic control, and
restoring the surface (including any paving) will each be shown separately.

NING will provide a study showing the cost to install new transmission mains, and separately
the cost to install new distribution mains when no existing facilities are being retired. Scparately
for each of the five different ways NING uses to install new service lines, as shown in RCR-
DEP-44, NING will provide a study showing the cost to install 2 new service line when no
existing facilitics arc being retired (other than retiring an existing service line into which a new
service line is inserted). In each of these studies the cost of exeavation, traffic control, and
restoring the surface (including any paving) will each be shown separately.

Large scale projects will be assumed in all of the studics. “Excavation” includes any method of
moving or removing sub-surface soil and/or covering matetials such as asphalt or concrete,
including trenching, backfilling, plowing, drilling, using a “mole™, or pushing or vibrating
through the soil. :

Prior to NJNG's next base rate case, the Company will file with the Board the study, detailed
workpapers, the assumptions and procedures used, and a drawing of each project studied
showing the facilities retired, the facilities installed, the excavations, and the activities that
occurred in each excavation,
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NJING Base Rate Case 2019 -
Docket Nos, GRI18101096 and GR19030420

WALK-IN CENTERS

The Company shall continue efforts to educate customers regarding the availability

of NJNG walk-in customer service centers as a place to pay bills, without a fee, and to
educate customers about any other services offered atthe walk-in center. NING will focus

these efforts on the Asbury Park and Lakewood commumtxes Those efforts may include.but
“are not limited to: :

1.

Providing customer education by partnering with community organizations,
including organizations which primarily serve low-income populauons, non-Enghsh
speaking populations, and/or peaple with disahilities. .
Creating visual advertising or brochures about the availability of wa]k-ln centers
~which may be displayed or distributed by or within community organizations.
Developing bill messages and/or bill inserts in English, Spanish and other
appropriate languapes which detail the availability and purpose of the walk-in centers.
Interacting with customers and providing written materials detailing the
availability and services offered at walk-in centers at community tabling events with
multi-lingual NJNG staff, where appropriate. '

Including Customer walk-in center hours and location information in the
Company's monthly customer newsletter.

The Company agrees to report quarterly to the BPU Director of the Division of
Customer Assistance and Rate Counsel the total number of payments made at each walk-
in center. The Company will report annually the total number of paymeunts made at walk-in

locations, whether operated by the Company or a third-party vendor, separated by city or
town in NING's service territory.

28144
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CUSTOMER SERVICESTANDARDS

The Company will submit to Rate Counsel and BPU Staff a quarterly
report, or annual report as specified below, providing the results of the Company’s
monthly performance in relation to the following metrics. These Custoiner Service
Standards for quarterly and/or annual reporting will continue to be provided to Rate
Counscl and Board Staff as agreed inthe Company’s prior basc rate casc procecding,
BPU Docket Number GR15111304, as set forth in the Board’s Decision and Order
Appraving Stipulation dated Septembor 23,2016,

1.  CallCenter

(A) Percentage of Calls Answered within 30 seconds
Measure: Service Leve!l .
Benchinark: 80% of calls answered within 30 seconds
Definition: Measured in seconds from the time the call is placed in the cali queuc.

Includes calls handled through the Interaclive Voice Response
.("IVR) automated system. Measured monthly, reported quarterly.

(B) Abandoned Call Percentage (ACP)
Measure: ACP
Benchmark: 5% or less of calls abandoned
Definition: The number of calls to the IVR system that are
terminated by the caller before reaching the selected destination.
Measured monthly, reported quarterly, '

(C)Averagé Speed of Answer (ASA)

- Measure: ASA
Benchmark: Track and monitor only.

Definition: Measured in seconds fiom time when a customer
indicates the desire to speak to 4 representative to when the
representative picks up the phone. Measured monthly, reported
quarterly. -

2. Meter Reading and Billing

(A) Meier Reading

Measure: Percenlage of all meters read -

Benchmark: 95% of meters read

Definition: The percentage of all meters read on cycle within the
Company’s territory. Measured monthly, reported quarterly.
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(B)  Meter Reading by Town

Measure: Percentage of all meters read listed by each town within
the Company’s territory . '
Benchmark: Track and monitor only

Definition: The percentage of meters read on cycle within each
town of the Company’s territory. Measured and reported annually.

(C} Billing Accuracy

Benchmark: 20 or fewer rebills per 1,000 customers

Definition: The number of rebills per 1,000 customers measured as all bills
mailed to customers that are later adjusted, cancelled or re-issued.
Measured monthly, reported quarterly.

3. Safety aud Reliability
(A)  Safety
Mocasure: Leak Response Time
Benchmark: 95% of calls responded to within 60 minutes
Definition: Leak, odor and emergency call response measured fror
the initial customer call to the time qualified personnel atrive at the
location to cither assess or implement a “‘make safe” condition. i
Measured monthly, reported quarterly. -
Exception reporting: Provide a quarterly report to the BPU for all
leak, odor and emergency calls that are not responded to within 60
minutes, giving the reasons for the delay. .

(B)  Reliability

Measure: Percentage of service appointments met

Benchmark: 95% or greater of service appointnents met

Definition: The percentage of appointments: completed within the four-hour
window scheduled, as required by Board ruies. Includes appointments for meter
installations, disconnects and reconnects, billing investigations, initial and final
meter reads. Excludes regularly scheduled meter reads, gas
leaks/emergencies/outages, and appointments missed by the customer.
Measured monthily, reported quarterly. '
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4. Overall Customer Service and Satisfaction

(A) BPU Complaints

Measure: Customer complaints/contact to the BPU

Benchmark: Less than one complaint/contact per 1,000 customers
annually |

Definition: The number of verbal or written complaints/contacts
made to the BPU, not including complaints to the Company, which
are measured as an annual average number of complaints per 1000.
customers. The Company also shall report BPU complaints by
root cause category, such as billing, collection, etc. Measured
monthly, reported quarterly.

(B) CustomerSatisfaction
Measure: Customer satisfaction based on Company’s Tlansactlon
Survey
Benchmark: 94.5% (same as Compnny s stated internal goal for FY
2015)
Definition: The weighted percentage of responses with arating of
six or greater, on a ten point scale, to the question “overall

" satisfaction with NJING” on the Transaction Survey., The
percentage is weighted based on the number of transactions that
oceur for each of the areas surveyed. Measured monthly. reported
quartexly.

After receipt of the quarterly report and/or annual report where specified herein, Board Staff or _

Rate Counsel may request a meeting and the Company agrees to accommodate this request to
discuss the contents of the report(s). The schedule for submitting the quarterly and annual
reports will remain the same. The quarterly report will be filed within thirty days after the end of
each quarter. The annual report will be filed within thirty days after the end of each fiscal year.
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New Jerssy Natural Gas Company
Base Rates 2nd Revenues at Prasent and Proposed Rates
—PresgntRates Proposed Rates
Compgnent Amount Units Bste Revenue Role Revonue
) * {b} ] (d} () U} @)
RS RS :
Pogidonlial Service
Cuystamer Churge §,067,5G5 Bills $ 828 § 50,057,412 S 038 § 56,913,261
Velumetris Charge 486,202,804 Thermo 0.3761 182,804,848 0.4599 223,645,969
GiP Revenues 1,239,578 -
Total Baxo Revenuss $ 234,991,638 s 280,559,730
B . s GSS GSS
Gengrat Service Small {legs than 5,000 Anpual Therms)
Custamer Gharge 365,724 Bus ) 2501 § 9,146,757 5 Jaos § 11,662,939
Velumetrc Chage 38,490,990 Therms 0.3493 13,444,903 0.4057 15,015,735
Wolumnelric Charge - AIC 65,308 Therms 00742 4,845 0.0824 §.773
CIP Ravenues 58,524 -
Total Base Reveénues § 21,637,082 5 27,284,507
. GSL GSL
Geperal Sep roe {5,000« Annual Therms) -
Cusiomer Charge 97,816 Bills % .47 0§ 5,005,265 } $ s % 7,189,505
Damand Charge . 10,768,003 Therms 1.72683 18,610,334 i 24000 25,843,207
Volumeine Chalge 138,936 548 Therms 0.2742 37,675.619 ] 0.2707 37,610,151
Volumelrlc Charge - A/C 164.569 Tharms 0.0742 12,682 0.0884 14,420
CIP Revenues 537
‘Total Base Revenues $ 60,772,269 [ 70,657,053
: ET ET
Firm Transportation Service®
Customer Charge 1,423 Bills 5 284.42 § 361,956 5264428 361,856
Demand Charge 2,284,983 Therms 1.8592 4,266,832 1.8592 4,266,832
Volumetels Gharge 24,691,308 Therms 0.0748, 1,846810 0.0748 1848910
Total Base Revanues 11 6,475,894 s 6,475,698

32144
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Proposed Rates

Componont Amneaunt Unite Rate Ravanue Ratn Ravanus
{a} (b} (a) (d) (s {f @)
nGe oGe
Duglributed Ganpration . Commercialt
Cuatomear Charge 178 Bills 5064 § . B89z $ 7500 8 13,397
Demand Charge 327.213 Thorms 14004 458,22¢ 17800 : 582 440
Volumetrlc Charge - Winter 2,512,218 Therms 0.0804 151,798 00515 184,563
Vatunietric Gharge - Sunmmer 2,729,113 Therms 0.0298 £4,028 0.0009 84,320
Total Base Revenues. 5 700,347 $ 034,649
NGV | CNG NGV J CNG
hatural Gas Vehcls { Comoressed Watural Gas Service
Customer Charge . 60 Bills 5190 % 3,114 § 75008 4,500
Volumetric Charge 1,332,706 Thetms Q.1655 225894 0.2014 268,407
CNG Cherge 658.720 Tharms - 0.2000___ 131744
Tolat Base Revenues L] 229,003 3 404,054

TOTAL SYSTEM BASE DISTRIBUTION REVENUES

$,324,006,942

TARGET [ncrease

5. 386201087

Incraase 492,210,145

$2,200,000
Difference §10,145

33 /44
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NJING Base Rate Case GR19030420

NEW JERSEY NATURAL GAS COMPANY

New Jersey Natural Gas Company Tariff — BPU No. 9 Gas is being replaced by New Jerscy
Natural Gas Company Tariff — BPU Ne. 10 Gas which includes medifications to various Tariff
sheets, Many of these changes represent minor changes in language to provide clarifications and
" necessary ui:dates. Descriptions of the significant changes to the Tariff are presented in the
following sections:
1. Standard Terms and Conditions
II. Firm and Non-Firm Service Classifications
IiI. Service Classification Marketer and Broker Requirements (“MBR™) renamed
Third Party Supplier Requirements (“TPS")
V. Service Classification Fostering Environmental and Economic Development
(“FEED™)
V. Riders

1, Standard Terms and Conditions

e Section 2.2 Account Opening Charge (Sheet No. 11)

Added language to allow account opening fees to be waived if a field visit is not required to

establish service..

s Section 2.6 Aecount Opening Charge (Sheet No. 12)

Modified language to allow customers to request a change to their service classification if

their character or use of gas service has changed.

o Section 4.2 Gas Distribution Main Extensions (Sheet No. 16)

~ Modified the amount of a deposit to be waived from less than 8500 to $3,000 or less,
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o Section 4.3 Land Development — Main Extension and Service Line Connections (Sheet No.
18
Modified language to change “may” to “shall” require a deposit and added language to allow
waiving of a deposit from the applicant for the amount of the deposit that is less than or equal
to ten (10} times the annual distrihution revenue for the applicant’s ultimate residents under

contract.

v Section 5.4 Change in Existing Ins{allations (Sheet No.19)

Modified language to broaden the provision to require customers to pay for all requested
changes to an existing service line or metering facilities. The modification addresses a
federal regulation issued by the Pipeline and Hazardous Materials Safety Administration of
the U.S. Departrnent of Transportation, to provide customers the right to request to have an
Excess Flow Valve (“EFV™) installed on their existing gas service tine at their own expense.
The regulation was effective April 14, 2017, was published in the Federal Register, Vol. 81,
No. 199 (Qctober 14, 2016), and is in the Federal Code of Regulations at 49 CFR Part 192,
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"I1. Firm and Nen-Firm Service Classifications

Modifications to the General Service — Small (“GSS”) customers (Sheet No. 56) and General
Service — Large (“GSL") customers (Sheet No. 59} commercial air conditioning and pool

heating rates to clarify the charges and credits that are presented on customer bills.

. Addition of a provision to Service Classification Electric Generation Service ("EGS")

reserving NING's right to reject nominations, in whole or in part, for deliveries in excess of

the associated customers’ estimated usage in order to be able to limit supplics delivered

_ durin}g pipeline OFO restrictions (Sheet No. 71).

Addition of a provision to Service Classification EGS to address the acoeptable tolerance for
any poéitive imbalance, where a customer uses less than was delivered, to be zero during an
OFO issued by the applicable interstate pipeline (Sheet No. 72).

Modifications to the Natural Gas Vehicles (*NGV) and Compressed Natural Gas (“CNG™)
rates per gasoline gallon equivalent (“GGE”) to three decimal places in order to match the
pricing displayed at the public refueling facilities (Sheet Nos.76-77, 97, 263-266).

Modifying the pricing for Service Classification Ineremental Gas ‘Service (“IGS”) to ensure

that customers under Servicc Classification IGS will be charged for the highest cost the

Corhpany has incurred if its cost of LNG, or of gas puréllased, is greater than the Monthly
BGSS or market prices during the period when IGS service is provided (Sheet No. 86).
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1L Service Classification MBR renamed TPS

o  Conditions Precedejnt (Sheet No, 88)

Modifications to clarify the deposit amount a TPS is required to postto serve customers

on the Company’s system.

o FT. DGC-FT. CNG, NGV Commercial_and IS (Sheet No. 90)

Addition of a provision reserving NING's right to reject nominations, in whole or in pat,
p g 3}

for deliveries in excess of the associated customers’ estimated usage in order to be able to

limnit supplies delivered during pipeline OFO restrictions (Sheet No. 90),

o Payment (Sheet No. 97}

Addition of a provision to reserve NING’s right to cease new enroliments for a TPS in

arrears and to indicate that the Company may remove a TPS from NING’s system in the

event the TPS is in arrears.

IV. Service Classification EEED

« Eliminale Service Classification FEED.
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V. Riders

e  Rider "E" New Jersey's Clean Energy Program (“NJCEP")

5 Modification to the carfying costs calculation language in its Tariff applicable to the
" NJCEP Program to be consistent with the carrying costs calculation currently in effect
for the Remediation Adjustment YRA" Rider (Sheet No. 171).

‘o Rider "1 CIP

‘o Revisions to the baseline use per customer for cach class based on test year billing
determinants, the margin factors based on the base rates, the large customer
adjustment based on the GSL baseline use per customer, and weather consumption
factors based on test year billing determinants (Sheet Nos. 179-181).

o Revisions to the return on equity test language to reflect the agreed upon return on
‘equity of 9,60 percent and to include a more specific description of deductions to net

income to reflect jurisdictional net income (Sheet No. 182).
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~ UMJIO the Petifion of New Jersey Natural Gas Company for Approval of an :
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the Tariff for Gas Service, Pursuant to N.J.S.A, 48:2-18, 48:2-21

BPU Docket No. GR0711088%9
Staff Discovery Requests

8- NJNG-RD-45 RE: Yafdleg Testimony at Exhibit DPY-5: Average and Peak COSS

Please provide a full cost of service study, including Schedules A
through D, which incorporates the following modifications fo the
average and peak study submitted as DPY-5. Changes not specified .
below indicate that the original account classification and allocation
factors depicted in DPY-5 should be retained. Automatic changes to
internal classification and allocation factors should continue to flow
from the speclfic modifications listed below, as Is the case within the
original DPY-5 COSS. Classification and allocation' of Accumulated
Reserve for Depreciation and Q&M accounts should track attendant
plant accounts. ’

a) Eliminate the existing customer classification and aflocation of
raie hase accounts 301 through 303. Classify and aliocate
these costs using the total plant ¢lassification factor ("PLANT")
and allocation factors {"PLANT_D”, "PLANT_C", AND
"PLANT_E") used to classify.and allocate General Plant
accounts 393-3986.

b)  Modify the "PEAK_AVERAGE" allocator to affect a 57.8
percent weighting to the average (throughput) component and
a 42.2 percent weighfing to the design peak demand
component. If practicable, separately depict allocated class
commeodity costs on the “commodity” line and demand
allocated costs on the "demand” line appearing under the
affected accounts in Schedule B. Apply the modified
classification regime and the modified "PEAK_AVERAGE"
allocator throughout the COSS in place of the original
"PEAK_AVERAGE" allocator and to the additional accounts
specified below,

c) For all plant accounts classified as “DIST_PLANT", separately
depict the demand, customer, and commedity aliocated costs
based upon the introduction of the partial commodity
classification and allocation of costs prescribed in (b) above. ~

d) Regarding account 376- Distribution Maing, replace the
current demand/customer classification and allocation with the
demand/commodity classification prescribed in {b) above,
Allacate costs to the classes using the modified
"PEAK_AVERAGE" allocator described above.
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the Tariff for Gas Service, Pursuant to N.J.S8.A, 48:2-18, 48:2-21

BPU Docket No. GR§7110889
Staff Discovery Requests

) Regarding account 380- Services, execute the following
classification and allocation steps for each of the classes
RSG-Heating, RSG-Non- Heating, General Service-Small, .
General Service-large:

{1}  Retain the interclass allocators for Services
derived/depicted at DPY-3, Scheduls D, p.1, along
with the resulting interclass allocations of Services
costs depicted at S-NJNG-RD-35, Schedule B-1,
Services; :

{2) For the allocated costs depicted at the response to 8-
NJING-RD-35, Schedule B-1, Services, classify to the
customer component the cost equivalent to the
product of the average embedded cost of the
smallest size service currently connecting existing
customers times the average service length (data
from the response to S-NJNG-RD-40. If the average
embedded cost is not available, deflate the marginal
{replacement) cost of the smallest size service
currently being installed utilizing the average service
life for these services (data from the response to 8-
NJNG-40 and the most recent bulletin of the Handy-
Whitman Index of Public Utility Construction Costs, at
Section G-1. Classify the balance of allocated
Services investment to the demand component.

f). Regarding accounts 381.1 —~ Meters and 381.2 — Remote
Metering Devices, execute the following classification and
allocations steps for each of the classes.: RSG-Heating, RSG-
Non-Heating, General Service-Small, General Service-large:
{1)  Modify the "METERS" allocator for Meters and Remote

Metering Devices derived/depicted at DPY-3,

~ Schedula D, p. 1, by excluding the replacement
meter costs for those classes whose custormer meter
instaflations are industrial in nature and booked to
account 385-Industrial Measuring and Regulating
Equipment. Utilize the modified "METERS" allocator
ta derive the revised interclass allocations of Meters
costs, replacing those depicted at S-NJNG-RD-35,
Schedule B-1;

(2) Forthe allocated costs depicted at the response to S-
NJNG-RD- 35, Schedule B-1, Meters and Remote
Metering Devices, classify to the customer
component the cost equivalent to the product of the

. average embedded cost of the smallest size meter
currently connecting existing customers (data from
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I/M/O the Petition of New Jersay Natural Gas Caompany for Approval of an
Increase in its Gas Rates, Depreciation Rates, for Gas Property, and for Changes in
the Tariff for Gas Service, Pursuant to N.J.5.A. 48:2-18, 48:2-21 ‘

g)

h}

BPU Docket No. GRO71108389
Staff Discovery Requesis

responge to S-NJNG-RD-41 times the number of
customers. If the average embedded cost is not
avallable, deflate the marginal (replacement) cost of
the smallest size meter currently being Installed

- utilizing the average service life for these meters .|
(data from the response to S-NING-RD- 41 and the
most recent bulletin of the Handy-Whitman Index of
Fublic Utility Construction Costs, at Section G-1.
Classify the balance of allocated Meters investment
to the demand component.

Regarding accounts 382.1- Meter Installations and 382.2-
Remote Metering Device Installations, execute the following
classification and allocation steps for each of the classes
R8G- Heating, RSG-Non-Heating, GSG-Small and GSG-
Large:

(1)  Retain the "METER_INSTALLATION" allocator far
Meter Installations and Remote Metering Device,
Installations costs derived/depicted at DPY-3,
Schedule D, p.1, along with the resulting interciass
allocations of relaied plant depicted at S-NJNG-RD-
35, Schedule B-1.

(2}  For the allocated costs depicted at the response to 8-
NJNG-RD-35, Schedule B-1, Metar Installations and
Remote Metering Device Installations, classify to the
customer component the cost equivalent to the
product of the average embedded cost for
installations of the smallest size meter currently
connecting existing customers (data from the
response to S-NJNG-RD-41) times the number of
customers. If the average embedded cost'is not
available, deflate the marginal (replacement) cost for
instalation of the smallest size meter currently being
installed utilizing the average service life for these
meters {data from the response to S-NJING-RD-41)
and the most recent bulletin of the Handy-Whitman
index of Public Utility Construction Costs, at G-1.
Classify the balance of allocated Meter Installation
investment to the demand component.

Regarding account 383- House Regulators, follow the _
classification and allocation prescriptions outline in (f), above,
for Meters — account 381.1. That is, retain the interclass
aflocation but revise the classification to provide for the
customer/demand split developed pursuant 1o {f), 2, above.
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IM/O the Petition of New Jersey Natural Gas Company for Approval of an -
Increase in its Gas Rates, Depreciation Rates, for Gas Property, and for Changes in
the Tariff for Gas Service, Pursuant to N.J.S.A. 48:2-18, 48:2-21 )

BPU Docket No. GR07110889
Staff Discovery Reguests

i) Regarding account 384- House Regulator Installations, follow
the classification and allocation prescriptions outlined in {g),
above, for Meter Instaliations — account 382.1. That is, retain
the interclass allocation but revise the classification to provide
for the customer/demand split developed pursuant to (@), 2,
above. ‘ :

i) Account 385- Industrial Measuring and Regulating Station
Equipment should be classified and allocated as follows:

Costs allocated to classes under the "LARGE_CUSTOMERS"
should be classified on a customer/demand split. Rather than
employing the replacement cost of the smallest slze meter to
define the customer component, utilize the quotient of the
average meter cost divided by the total meter cost of each
class (spec study, p. 24} to derive the customer companent;
clagsify to the demand component the balance of costs
allocated to these classes,

k) General Plant accounts 389-Land and Land Rights, 390-
Structures and Improvements, 391- Office Furniture and
Equipment, 392- Transportation, 397- Communication
Equipment, and 398- Miscellaneous Equipment should be
classified using the Y“PLANT" classification factor and allocated
utilizing the "PLANT_D" “PLANT_C” AND "PLANT_E"
allocators used to classify and allocate General Plant accounts
393-396. :

1) Distribution Operations account 876- Metering and Regulating
Station Equipment- Industrial should be classified and
allocated consistent with the plant account 385 outlined in (j)
above.

m} - Distribution Operations account 878- Meter and House
Regulator expenses should follow the classification and
allocation prescription for Meters- account 381 and House
Regulators- account 383 as outlined above.

n) Customer Instaflations expenses- account 879 should bé
modified to be consistent with the approach used for accounts
382.1 and 382.2, detailed in (g}, above.
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Increase in its Gas Rates, Depreciation Rates, for Gas Property, and for Changes in
the Tariff for Gas Service, Pursuani to N.J.8.A. 48:2-18, 48:2.21

BPU Docket No. GR67110889

Staff Discovery Requests

o} - Maintenance of Measurement and Regulating Station
Equipment- Industrial- account 890 should be classified and
allocated consistent with the treatment of account 385,
detailed in () above.

)] Customer Accounts 901-205 should be classified and
allocated as follows.

()

(2

(3}

(4)

{3}

Account 901-8upervision should be classified to the
demand, customer, and commodity components
utilizing a new indirect classification facior
{"CUSTOMER_ACCOUNTS") reflecting the
aggregate demand, customer, and commodity
classification of cosis for accounts 902 through 904,
outlined below. The resulting demand, customer,
and commoaodity classified expenses should be
allocated on a design day peak demand, number of
customers, and throughput :
("CUSTOMER_ACCOUNTS_D,C, and E"),
respectively.

" Account 902- Meter Reading Expenses should be

classified utilizing the "DIST-PLANT" classification
factor and allocated using the *DIST-PLANT_C"
“DIST-PLANT_D" and "DIST-PLANT_E" allocatars.

Account- 903- Customer Records and Collection
expenses should be classifl ed utilizing the “DIST-
PLANT" classification factor and allocated utilizing
the "DIST-RPLANT_C.” "DIST-PLANT_D", and "DIST-
PLANT_E" allocators.

Account 904- Uncollectibles should be classified and
allocated consistent with the "PEAK_. AVERAGE"
‘prescription detailed in (b), above.

Miscellaneous Customer Accounts expenses should be
classified and allocated. utilizing the new
classification and allocation factors prescribed in (p)
{1), above. ‘

q) Customer Service and Information accounts 908-910 should
be classified and allocated consistent with the
"PEAK_AVERAGE" prescription detaited in (b), above.

ry - Sales Promotion expense accounts 911 through 916 should
be classified and allocated consistent with the
"PEAK_AVERAGE" prescription detailed in {b), above.
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HM/O the Petition of New Jersey Natural Gas Company for Approval of an
Increase in its Gas Rates, Depreciation Rates, for Gas Property, and for Changes in
the Tariff for Gas Service, Pursuant to N.J.S.A. 48:2-18, 48:2.21

BPU Docket No. GR0O7110889
Staff Discovery Requests

s} Regarding Administrative and General Expense Accounts
820-932, replace the "LABOR” and "ADMIN" classification and
allocation of accounts 920, 921, 830, and the expenses
denoted “PIM Expenditures”, "Plant Additions®, and “OPP
investment” with the *PLANT” ¢lassification and allocation’
approach referenced in {k) above,
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION SETTLEMENT
OAL DKT. NO. PUC 06769-19
: AGENCY DKT. NOS. GR18101096
IN THE MATTER OF THE PETITION OF AND GR19030420
NEW JERSEY NATURAL GAS COMPANY'S
REQUEST FOR DEFERRED ACCOUNTING
AUTHORITY FOR COST RELATED
TO NEW INFORMATION TECHNOLOGY
SYSTEMS AND FOR APPROVAL OF
AN INCREASE IN GAS BASE RATES,
FOR CHANGES IN ITS TARIFF FOR GAS
SERVICE PURSUANT TO N.J.S.A. 48:2-21
AND N.J.S.A. 48:2-21.1, AND FOR CHANGES
TO DEPRECIATION OF RATES FOR GAS
PROPERTY PURSUANT TO N.J.S.A. 48:2-18.

Andrew K. Dembia, Regulatory Affairs Counsel, for petitioner

' _ Frederick W. Peters, Esqg., member of the Washington, D.C., and New Jersey Bar,
admitted pro hac vice pursuant to the N.J.A.C. 1:1-5.2(a), for petitionef New Jersey
Natural Gas Company, Atiorney of Record: Gregory Eisenstark, Esq., (Cozen
& O'Connor, attomeys) '

Renee Greenberg and Geoffrey Gersten, Deputy Attorneys General, for Staff of
the Board of Public Utilities (Gurbir S. Grewal, Attorney General of New
Jersey, attorney)

New Jersey is an Equal Opportunily Emplayer



6036894076 Offlce of Administrative Law ] ' 02:05:43 p.m, 10-30-2019 2 144

QAL DKT. NO. PUC 06768-19

' Sarah H. Steindel and Felicia Thomas-Friel, Assistant Deputies Rate Counsel, for
Division of Rate Counse! (Stefanie A. Brand, Director)

Joseph F. Accardo, Jr, Vice President Regulatory and Deputy General Counsel, for
participant, Public Service Electric and Gas Company (Tamara L. Linde, Executive
Vice President and General Counsel)

James H. Laskey, Esq., for paﬁicipant, New Jersey Ultility Shareholders Association
(Norris, McLaughlin & Marcus, PA., attornieys)

Major Scott L. Kirk, Chief, Utility Law Field Support Center, Department of the Air Force,
Office of the Judge Advbcate General, admitted pro hac vice pursuant to N.J.AC.
1:1-5.2(a), for intervenor, United States Department of Defense and all other Federal
Executive Agencies (Lieutenant General Jeffrey A. Rockwell, Judge Advocate
General), Attomey of Record: Kenneth J. Hanko, Esq., Chief, Business Law
Division and Intellectual Property Law Team, Legal Office, U.S. Ammy Combat
Capabiliies Development Command, Amaments Center, at Picatinny Arsenal -

Thomas A. Jemigan, Esq., Utility Law Field Support Center, Department of the Air Force,
Office of the Judge Advocate General, admitted pro hac vice pursuant to NJAC.
1:1-5.2(a), forintervenor, United States Department of Defense and all other Federal
Executive Agencies (Lieutenant General Jeffrey A. Rockwell, Judge Advocate
General), Attorﬁey of Record: Kenneth J.-Hanko, Esq., Chief, Business Law
Division and lniellechJal.Property Law Team, Legal Office, U.S. Army Combat
Capabilities Development Command, Armaments Center, at Picatinny Arsenal

John J. McNutt, General Attomey, Regulatory Law Division (JALS-RL/IP), Department of
the Army, Office of the Judge Advocate General, admitted pro hac vice pursuant to
N.JA.C. 1:11-5.2(a), for intervenor, United Siates Depariment of Defense and all
other Federal Executive Agencies {Lieutenant General Charles N. Pede, Judge
Advocate General), Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business
Law Division and Intellectual Property Law Tearn, Legal Office, U.5. Army Com'bat'
Capabilitiés Development Co'r'nmand. Amaments Center, at Picatinny Arsenal

2
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Record Closed: October 30, 2018 - Decided: October 30, 2019

BEFORE JACOB S, GERTSMAN, ALJ tfa:

This proceeding involves petitions filed by New Jersey Natural Gas (NJNG or
Company) with the Board of Public Utilities (Board) seeking: deferred accounting freatment

.for costs associated with upgrades to the Company's information technology (IT) systems (the

“Deferred Accounting Petition™); and for changes in its tariff for gas service pursuant fo N.J.S.A.
48:2-21 and N.J.S.A. 48:2-21.1; and for changes of depreciafion of rates for gas property
pursuant to N.J.8.A. 48:2-18 (the "Base Rate Case").

The Board transmitted the Deferred Accounting Peti_tion and Base Rate Case as one
matter to the Office of Adminisirative Law (OAL) on May 17, 2019, for determination as a
contested case, and assigned to the undersigned, who conducted the initial case management
conference on June 14, 2019. '

A motion to intervene was filed by the United States Department of Defense and all
other Federal Executive Agencies on July 1, 2019. The motion was granted on July 18, 2019.

Motions to participate were filed Public Service Electric and Gas Company (PSE&G)
on April 26, 2018, and the New Jersey Utility Shareholders Association (NJUSA) on June
19, 2018. PSE&G and NJUSA were granted participation status on July 18, 2019,

Duly-noticed public hearings were held on September 26, 2019, at Freehold Township
Municipal Building and October 3, 2019, at the Rockaway Township Municipal Building, Three

members of the public appeared at the Freehold hearing and all comments were transcribed

and made a part of the record.! Nomembers of the publi_c appeared at the Rockaway hearing.

Evidentiary hearihgs were scheduled for January 21, 23 and February 4, 6, 10, and 12,
2020. Prior to the commencement of the hearings, the parties filed on October 28, 2019, a

1 Transcripts of the public hea‘rings have naot been provided to the undersigned and will be forwarded to the

~ Board by the parties.
3

3744
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Stiputation of Settlement (J-1), resolving all issues in this proceeding. Said Stipulation has been
signed by petitioner, Staff of the Board of Public Utilities, and Division of Rate Counse!. 1t

indicates the terms of seftlement, and is attached and fully incorporated herein,

| have reviewed the terms of settlement and | FIND:

1. The parties have voluntarily agreed to the setlement as evidenced by their
signatures or their fepresentaﬁves' 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. '

This recommended decision may be adopted, medified 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.

Qctober 30, 2019 g

7
DATE JAco‘B/s%GERTs MAN, ALJ t/a
Date Received at Agency: ' : 153014

'Date Mailed to Parties:

~ JSG/nd

4 144
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APPENDIX

EXHIBITS

Jointly Subntitted
J-1 Stipulation of Setftlement

02:06:22 p.m.

10-30-2018
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STATE OF NEW JERSEY OF il d: ROCLLLAY

BOARD OF PUBLIC UTILITIES
OFFICE OF ADMINISTRATIVE LAW

IN THE MATTER OF THE PETITION OF

NEW JERSEY NATURAL GAS COMPANY
FOR APPROVAL OF AN INCREASE IN-

GAS BASE RATES AND FOR CHANGES

INITS TARIFF FOR GAS SERVICE PURSUANT
TO NJS.A. 48:2-21 ANDN.JS.A. 48:2-21.1;
AND FOR CHANGES TO DEPRECIATION
RATES FOR GAS PROPERTY PURSUANT
TON.LS.A 48:2-18

STIPULATION OF SETTLEMENT

BPU DOCKET NOS. GR18101096
AND GR19030420

-AND- T
OAL DOCKET NQ. PUC 06769-19

IN THE MATTER OF THE PETITION OF

NEW JERSEY NATURAL GAS COMPANY'S
REQUEST FOR DEFERRED ACCOUNTING
AUTHORITY FOR COSTS RELATED TO NEW
INFORMATION TECHNOLOGY SYSTEMS

N S St St St St Nt Nyt gt Vvt Vvt v Nt gt gt Nt gt ae

APPEARANCES:

Andrew K. Dembia, Esq., Regulatory Affairs Counse!, Gregory Eisenstark, Esq. (Cozen
 O’Connor, P.C.), John A. Hoffman, Esq. (Wilentz, Goldman & Spitzer, P.A), dnd -
- Frederick W. Peters, Esq. (Law Offices of Frederick W. Peters) pro hgc-vice, for petitioner

New Jersey Natural Gas Company, (Nancy A. Washington, Vice President and General

Counsel, attomey).

Renee Greenberg, Deputy Attorney General, for Staff of the Board of Public Utilities
(Gurbir 8. Grewal, Attorney General of New Jersey).

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

John J. MecNutt, Esq., pro hac vice, for Intervenor United States Department of
Defense/Federal Executive Agencies (Kenneth J. Hanke, Esq., Chief, Business Law

LEGALWV31733593



6096894076

Oftice of Administrative Law 02:06:40 p.m. 10~30~2019

-2-
Division and Intellectual PrOp;;zrty Law Team, Legal Office, U.S. Army Combat Capabilities
Development Command, Armaments Center, at Picatinny Arsenal, attorney).

Joseph F. Accarde, Jr., Deputy General Counsel and Justin Incardone, Assistant General
Regulatory Counsel, for Participant Public Service Electric and Gas Company

James H. Laskey, Esq, Norris McLaughlin, P.A. for Participant New Jersey Utility
Shareholders Association.

TO: THE HONORABLE JACOB S. GERTSMAN, ADMINISTRATIVE LAW

JUDGE:

BACKGROUND

On October 5, 2018, New Jersey Naturai Gas (“NJNG,” the “Company,” or
“Petiti one}”) filed a petition with the New Jersey Board of Public Utilities (“Board” or
“BPU"™) seeking deferred accounting treatment for costs associated with upgrades to the
Company’s information technology (“1T”) systems (“Deferred Accounting Petition”). The

Company requested Board approval of the authority to defer on its books actually incurred

costs associated with Project NEXT and not otherwise recovered through its current base

rates. In addition, the Company also requested permission to accrue Allowance for Funds

Used Duwring Construction (“AFUDC”) associated with the Project NEXT costs using the

“Modified Federal Energy Regulatory Commission formula” to determine its AFUDC rate

consistent with the method approved and used for NING’s Safety Acceleration and Facility
Enhancement (“SAFE") Extension I (“SAFE II"} and New Jersey .Reinvestment in System

Enhancement (“NJRISE”) programs.

7444
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On March 29, 2019, NING filed a Petition with the Board for authority pursuant to

. N.IS.A.48:2-2] and N.J.S.A. 48:2-21.1 and NJ A C. 14:1-5.12 to: (3) increase its base rates

and charges for 2as service by. $128.22 million; (ii) establish a Phase Il proceeding to address
the cost recovery for the Company’s Eiouthem Reliability Link t“SRL”) infra-state gas
transmission project; (iii) implement certain other rate and tariff revisions; and (iv) change its
existing depreciation rates pursuant to N.J.S.A. 48:2-18 (“Base Rate Petition”). ‘

In the Base Rate Petition, NING proposed a test-year ending Augusf 31, 2019. The

- Base Rate Petition as originally filed was based upon five (5) months of actual data and seven

{7) months of estimated data. As the case progressed, the estimated data was replaced by
actual data, and, on September 30, 2019, the Company filed its update consisting of twelve
(12) months of actual data (“12+0 Lipdate”). The proposed annual revenue increase as shown
in the Company’s 12 + 0-update was $134.313 million.

On April 11, 2019, the Company filed a motion with the Board to consolidate the

Deferred Accounting Petition and the Base Rate Petition. No party opposed the motion. On -

May 15, 2019, the Board transmitted the Defetred Accounting Petition and the Base Rate
Petition to the Office of Administrative Law (“OAL”) as a contested case, with a direction
that the OAL consolidate tiie two (2) matters. The matter was assigned to the Honorable
Jacob S. Gertsman, Administrative Law Judge (“ALJ”). |

On June 14, 2019, ALJ Gertsman conducted 2 prehearing conference in the

consolidated matter. On August 23, 2019, ALJ Gertsman issued a prehearing order

establishing procedures and hearing dates for the conduct of this case.

8144
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The parties to this case are Petitioner, the Staff of the Board (“Board Staff”), the New
J ;-:rsey Division of Rate Counsel (“Rate Counsel), and intervenor United States Department
of Defense/Federal Executive Agencies (“DOD/FEA™). Participants al:e Public Service
Eiectric and Gas Cofnpany and the New Jersey Utility Shareholders Association (hereinafter
collectively referzed to as the “Parties™).

| Pursua‘nt' to appropriate notice in newspapers of general circulation within NING's
service territory, and the serving of notice upon affected munis;:ipalities apd counties within
the Company’s service area, two (2) public hearings were held in Freehold Township, New
Jersey on Septeinber 26, 2019 and two (2) public hearings were held in Rockaway Township,
New Jersey on October 3, 2019. Three (3) members of the public appeared at the September
26,2019 public hearings and ;nade statements in oppoéition to SRL; no members of the public
appeared at the October 3, 2019 public hearings. In addition, the Board received written
comiments in opposition to the Base Rate Petition,

The Company responded in writing to more than 600 discovery requests, many of
which had multiple parts. In addition, discovery and settlement ponfefences were held by the
Parties, with the Company responding to additional informal discovery Questions, both orally
and in wrifing. . |

The Company filed direct, supplemental and revised testimony. .

Evidentiary hearings were scheduled for six (6) dates between January 21, 2020 and
February 12, 2020. Prior to the commencement of such hearings, thé Parties conducted

meetings to discuss settlement, and as a result, this stipulation of settlement (“Stipulation”)

9744
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referred to as the “Signatory Partieé”). This settlement was reached before any other
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Signatory Party filed testimony.

The Signatory Parties hereto agree and stipulate as follows:

STIPULATED MATTERS

Revenue Increase

1.

For the calculation of the revenue requirement in this ca:sc basé:d on 20-year weather
normalization, the Signatory Parties agree to a rate base of $1.765 billion, a rate of
return of 6.95%, and an increase in revenue requirement of $62.20 million,‘ exclusive
of New Jersey Sales aénd Use Tax (“SUT™). The 6.95% rate of return is obtained based
on a capital structure of 54.00% common equity with a cost rate of 9.60% and 46.00%
long term debt with a cost rate of 3.83%. The $62.20 miilion increase in x'e\;énue

requirement can be derived from the following calculation:

Rate Base ‘ $1,765 million
Rate of Return - : x 6.95%
Operating Income Requirement $122.592 million
Pro-Forma Operating Income . $78.147million
Operating Income Deficiency : $44.445 million
Revenue Factor ' x 1.3995

Revenue Requirements . $62.200 million

10144
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As a result of this Stipulation, the typical residential sales heating customer, using 100
therms of gas during a month, will receive an increase of $10.04 or 9.6 percent on their
monthly bill from $104.23 to $114.27. The typical residential heating customers using |
1,000 therms annually will receive an increase of $102.80 or 9.7 percent in their annual
bitl, from §1,059.90 to $1,162.70. |

’Ifhi's_ Stipulation finalizes the prudency of the rates approved for SAFE Il and NJ RISE

investments through June 30, 2019.

The base rate revenue increase agreed to in this Stipulation reflects a three (3) year

amortization for the following items:

e Rate Case Expense - This item represents a nonmalized level of expense

incurred for rate case expense. The Rate Case Expense component is reduced
by 50 percent, which is not recoverable through customer rate charges. The
amount to be amortized for financial reporting purposes for this item is
$0.263 million. ' '

Compressed Natural Gas — Pursuant to the Board’s Order in Docket'No. :

GR11060361 dated June 18, 2012, NING agreed that customers utilizing the
CNG stations built under the CNG Pilot Program will be charged $0.20 per
therm to offset the program’s revenue requirement. The amount to be
amortized for this item is a credit of $0.439 million. The deferral of the CNG
charge will ceasé coincident with the end of the Test Year and be recorded
as utility operating revenue prospectively, ‘

The total amount to be amortized is a credit of $0.176 million over the three (3) year

11 /44
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“The base rate revenue increase agreed 1o in this Stipulation reflects an adjusument for

consclidated federal income taxes.

The Signatory Parties recognize that the Margin Revenue Factors and the monthly
Baseline Usage per Customer (“BUC”) set forth in NJNG’s current Conservation.

Incentive Program (“CIP™) tariff must be updated in order to align these aspects of the

CIP tariff with the Board’s approval of new base rates in this proceeding. These
factors and rates are included in Ride:r “I of the Company’s Tariff attached herein as
Attachment A. :

The Signatory Parties agree the Company’é composite depreciation rate shall be

increased from the currently-approved rate of 2.40 percent to 2.78 percent. The

overall composite rate of 2.78 percent consists of an investment rate of 1.90

percent and the net salvage rate of 0.88 percent. The agreed upon depreciation

rates by account are set forth in Attachment B to the Stipulation.

Depreciation Review

&.

NING agrees to conduct the analyses set forth in Attachment C to this Stipulation.

Customer Service Standards

9.

NJING will continue to submit to Rate Counsel and the Director of the Division of
Customer Assistance at the Board quarterly and annual reports, as specified,
concerning activity at its walk-in .and payment cemters and concerning the

Company’s performance in relation to certain service measures, as detailed in

12 /44
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Attachment D. NING commits to continue mesting the customer service
" benchmarks specified in Attachment D.

Southern Reliability Link (“SRL") Phase I

10.  NING withdraws its request for a Phase II proceeding regarding the rate treatment of
the SRL.

Project NEXT

11.  NJNG withdraws its request for deferred accounting treatment in BPU Docket No.
GR18101096.

Service Agreements

12.  The Signatory Parties agree that upon the Board’s issuance of a final Order approving
this Stipulation, the current Service Agreements are acceptable and shall be deemed
approved, and that BPU Docket No GR08030415 will be closed.

Taritf and Rate Design

13.  Attached to lhis Stipulation as Attachment E is a schedule entitled “New Jersey
| Natural Gas Company, Base Rates and Revenues at Present and Proposed Rates.,” The
Signatory Parties stipulate that this schedule rebresents the rate design methodology
and billing determinants to be.utilized in this case, integrating a monthly customer
charge of $10 applicable to the Residential Service classification, inclusive of

applicable sales taxes, amongst other rate changes.
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The Signatory Parties agree that the tariff modifications described in Attachment F to
this Stipulation are reasonable, appropriate and shall be implemented upon Board

approval.

The Signatory Parties agree that NJNG’s proposed new natural gas vehicle ("NGV™)

tariff for company-owned NGV facilities on customers’ premises shall not be

- implemented at this time.

The Company agrees to submit as part of its next base rate case the Steff average and
peak cost of service study (“COSS"j referenced in the Board's Order in Docket No.
GRO7110889 at page 9, along with all associated workpapers. Submission of the Staff
COSS in the next base rate case does not. imply endorsemént of the Staff methodology
by the Company. The Company, as well as éﬁy other party to that future proceeding,

is free to submit its preferred COSS and suppoz;ting workpapers. See Attachment G.

DOD/FEA Issues -

17.

i8.

19.

20.

The DOD/FEA agrees that the rates and revenues as set forth in Attachment E resolve

the DOD/FEA’s rate design issues for this matter.

The Signatory Parties reserve their rights to proffer different Cost of Servié_e Studies‘
in the Company’s next base rate case.

NING will provide daily metering information (by therm) to‘ the DOD/FEA for all
meters on the Picatinny Arsenal installation in a mutually acceptable format.
Pursuant to Section 11 of the Standard Terms and Conditions of the Company's Tarif‘f',‘

the Company and DOD/FEA agree to jointly evaluate the potential for an off-tariff

14 144
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rate or discounted rate for the various DOD installations served by the

Comipany. Both the Company and the DOD/FEA, shall provide each other with all

necessary information, and shall work cooperatively to identify a rate to be billed to .

the DOD installations taking into account cost considerations that are unique to the

DOD installations. Within 90 days after Board approval of this Stipulation, the
Company shall provide a proposal to DOD/FEA to promptly effectuate the
evaluation. The Company and the DOD/FEA. recognize that any such off-tariff rate

or discounted rate is subject to Board approval. .

Balancing Charges

I

-~

2%

1.

The balancing charge related to inventory has been updated through this rate case 10

$0.0011 per therm based on the pre-tax rate of retumn of 8.97% agreed to herein and

the resulting after-tax Balancing Charge is $0.1088 per thenn, a decrease of $0.0010

pér therm from the current rate of $0.1098 per therm. The balancing charge related to
invento@ will remain fixed until new rates become effeciive in the Company’s next
base rate case.

The balancing charge will continue to be adjusted in the Company’s annual Basic Gas

Supply Service (“BGSS”) filings to reflect only updated pipeline demand ch'arges}

credit’ adjustments and the percentage of peak day volume related to balancing

associated with the pipeline demand portion of the balancing charge. The finn
volumes from which the pipeline demand portion of the balancing charge is

determined will also be. updated. The Company’s recalculation will be subject to

15 /44 '
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review as part of the annual BGSS proceedings. The Company will continue to credit

all balancing revenues from customers in the Balancing Rate Classes to its BGSS.

MISCEELANEOUS

23,

24.

The undersigned Signatbfy Parties stipulate and agree that this Stipulation fully
disposes of all issués in controversy in this procceding, is consistent with law., and
is in the public interest. This Stipulation represents a mutual balancing of interests,
contains interdependent_provisions and, therefore, is intendéd to be accepted and
approved in its entirety. Inthe eventany provision of this Stipulation is not accepted
and approved in its entirety by thé Board, any Party aggrieved thefeby shall not be
bound to proceed with this Stipulation and shall have the right to litigate all issues

addressed herein to a conclusion. More particularly, in the event the Board, in any

‘applicable order(s), does not adopt this Stipulation in its entirety then any Party

hereto is free to pursue its then available legal remedies with respect to all issues
addressed in this Stipulation as though this Stipulation had not been signed.

The Signatory Parties further agree that they consider the Stipulation to be binding
on them ’for all purposeé herein.

It is specifically understood and agreed that this Stipulation represents a negotiated

agreement and has been made exclusively for the purpose of these proceedings.

Except as expressly provided herein, NJNG, Board Staff, Rate Counsel, Intervenor

and the Participants'shall not be deemed to have approved, agreed to, or consented

16744
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1o any principle or methodology underlying er supposed to underlie any agreement
provided herein. All rates are subject to audit by the Board. The Signatory Parties
further acknowledge that a Board Order approving, rejecting, or modifying this

Stipulation will become effective upon the service of said Board Order, or upon

such date after the service thereof as the Board may specify, in accordance with

| N.IS.A. 48:2-40.

The Signatory Parties request that this Stipulation be considered at the Board’s
November 13, 2019 regplarly scheduled Agenda Meeting,

The Signatory Parties agree to accept as service delivery by courier.(‘-‘hand
delivery”) of the BPU Order (“Order”) approving this Stipulation, in whole or in
part. The Signatory Parties agree that such method of hand deli\}ery shall be

sufficient service of the Order.

17 /44
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WIHEREFORE, the undersigned Signatory Parties hereto respectfully submit this
Stipulation to Your Honolr and the Board for its review and request (1) the issuance of an
Initial Decision approving this Settlement in its cntirety in accordance with the terms
contained herein, and (2).the Board approve this Settlement, in its entirety with the terms

contained herein through an Order on all rate and tariff issues.

NEW JERSEY NATURAL GAS COMPANY

PETITIONER
)_ et
A K Konhia
By: C b)) {N\CNgta
ANDREW K. DEMBIA

REGULATORY AFFAIRS COUNSEL

DIVISION OF RATE COUNSEL
STEFANIE BRAND
DIRECTOR

By: u> 2 (?’-4? j SAes ﬂcfr‘/;‘ / F - ?" ;
SARAHH. STEINDEL
ASSISTANT DEPUTY RATE COUNSEL

GURBIR 8. GREWAL .
ATTORNEY GENERAL OF NEW JERSEY
Attorney for Staff of the Board of Public Utilities

By: ROA0Q. Z\m:} \og 10-2%-3019

RENEE GREENBERG
DEPUTY ATTORNEY GENERAL
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UNITED STATES DEPARTMENT OF DEFENSE/FEDERAL
EXECUTIVE AGENCIES
INTERVENOR

By: /ﬁm

KENNETH J. HANKO, Esq.

Date: Octobcrgi% 2019

LEGALW3173359\2

10-30-2019

19:44



Offlce of Administrative Law '02:08:58 p.m.  10-30-2019 20 /44

6096894076
' : Attachment A
NEW JERSEY NATURAL GAS COMPANY Page 1 of 6
BPC;J’ No, 10- Gas Origingl Shest No, 178

RID EE "I" !
CONSERVATION INCENTIVE PRQGRAM — CIP

Applicable to the following service classifications:

RS Residential Service

GSS  General Service - Small

GSL General Service - Large

ED Economic Development

I DEFINITION QF TERMS AS USE N

1. detual Number of Customers — The Actual Number of Customers (“ANC”) shall be determined ona
monthly basis for each of the Customer Class Groups to which the Conservation Incentive Program
(“CIP™) Clause applies. The ANC shall equal the aggregate actual booked number of customers for
the month as recorded on the Company’s books, plus any Incremental Large Customer Count
Adjusiment. '

3. Actugl Usage pev Customey — the Actual Usage per Customer (*AUC™) shall be determined in therms
on a monthly basis for each of the Customer Class Groups to which the CIP applies. The AUC shall
equal the aggregate actual booked sales for the month as recorded on the Company’s books divided
by the Actual Number of Customers for the corresponding month.

3. Adiustment Period - shall be the year beginning immediately following the conclusion of the Annual
Period.

4. Annual Period - shall be the twelve consecutive months from October 1 of one calendar year through
September 30 of the following calendar year,

5. Average 13 Mouth Common Equity Balgnce - shall be the common equity balance at the beginning
of the Annual Period (i.e., October 1) and the month ending balances for each of the twelve months in
the Annual Period divided by thirteen (13). _ :

6.  Baseling Usage per Custoner ~ the Baseline Usage per Customer (“BUC™) shall be stated in therms
on a monthly basis for cach of the Customer Class Groups to which the CIP applies. The BUC shall
be rounded to the nearest one tenth of one therm.

Date of Issue: , 2019 ' : Effsctive for service rendered on
Fssued by Mark G. Kalirer, Vice President and afier November 15, 2019
Wall, NJ 07712

Fiied pursuam to Order of the Board of Public Utilities entered in '
Docket No. GR19030420
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NEW JERSEY NATURAL GAS COMPANY Page 2 of 6

BPU No, 10 - Gag . Original Sheet No. 179

N=s

10. &

RIDER "I"

CONSERVATION INCENTIVE PROGRAM — CIP (Cnntinuéd)

Customer Class Group — For purposes of determining and applying the CIP, cusiomers shall be
aggregated into four separate recovery class groups. The Customer Class Groups shall be as follows:

Group I: RS (non-heating customers only)

Group 11: RS (heating customers only)

Group IIL: GS8, ED using less than 5,000 therms annually
Group IV: GSL, ED using 5,000 thermms or greater annually

Forecqst Annual Usage — the Forecast Annual Usage (“FAU") shall be the projected total annual
throughput for all customers within the applicable Customer Class Group. The FAU shall be est:maied
based on normal weather.

Increment r mer Count Adjustiment — the Company shall maintain a list of incremental
commercial and mdustnal customers added to its System on or after September I, 2019 whose
connected load is greater than that typical for the Company’s average commercial and industiial
customer. For purposes of the CIP, Jarge incremental customers shall be those customers whose
connected load exceeds 5,500 cubic feet per hour (“CFH™). A new customer at an existing location
previously connected to NJNG's facilities shall not be considered an incremental customer. The

~ Actual Number of Customers for the Customer Class Group shall be adjusted to reflect the impact of

all such incremental commercial or industrial customers. Specifically, the Incremental Large
Customer Count Adjustment for the applicable month shall equal the aggregate connected load for all
active customers that exceed the 5,500 CFH threshold divided by 2,750 CFH less the number of active -
customers, tounded to the nearest whole number,

Margin Reven acror —the Margin Revenue Factor (“MRF") shall be the weighted-average margin
rate as quoted in the individual service classes to which the CIP applles The MRFs by Customer
Class Group are as follows:

Group I (RS non-heating): ‘ ‘ $0.4559
Group II (RS heating): $0.4599
Group I (GSS, ED using less than 5,000 therms annually)” $0.4057
Group IV (GSL, ED using 5,000 therms or greater annually) $0.2707

The MRF shall be reset each time new base rates are placed into effect.

Date of Issue:  , 2019 Effective for service rendeved on

Tssuwed by:

Mark G. Kakrer, Vice President and dfter November 15, 2018
Wall, NJ D7719 .

Filed prrsuant to Ovier of the Board of Public Utilitivs entered in
Docket No. GR19030420
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_ . Auachment A
NEW JERSEY NATURAL GAS COMPANY - Pagelof6
BPU Ne. 10 - Gus - - Original Sheet No. 180
RIDER "I

CONSERVATION INCENTIVE PROGRAM — CIP (Continued)

Il. BASELINE USA IAY
The BUC for each Customer Class Group by month are as follows:

Group HI: " GrowpIV:

Group I _ Group 1L GSS8, ED using less GSL, ED using
RS RS than 5,000 therms 5,000 therms or
Month Non-Heating . Heating ‘ anunally greater annually
Qct. 13.2 : 43.7 49.8 901.2
Nov. ' 10.8 949 117.5 1,678.0
Dec. 15.4 - 163.9 212.6 | 2,611.5
Jan. - 16.9 191.4 259.1 : 3,002.3
Feb. 15,9 163.3 ‘ . 228.5 2,514.6
Mar, 13.7 1223 165.1 C1,879.5
Apr. 110 78.0 91.4 - 1,413.6
May 9.7 39.8 37.2 898.1
Jua, 16.8 259 : 226 _ , 602.8
Jul. 16.4 22.5 ' 239 551.6
Aug, o 12.0 19,7 _ 20.5 516.0
- Sep. 7 13.5 E _ 187 19.7 483.0
Total Annual 165.3 ' 984.1 1,247.9 17,052.2

The BUC shall be reset each tlme new base rates are placed into effect.

1L DELERMINATION OF THE CONSERVATION INCENTIVE PROGRAM RATE .

1. At the end of the Annual Period, 4 calculation shall be made that determines for each Custorner Class
Group the deficiency or excess to be surcharged or credited to customers pursvant to the CIP mechanism.
. The deficiency. or excess shall be caleulated each month by multiplying the result obtained from
subtracting the Baseline Usage per Customer from the Actual Usage per Customer by the Actual Number |
of Customers and then multiplying the resulting therms by the Margin Revenue Factor.

Date of Isswe; 2019 Effective for service rendered on
Issued by: Mark G. Kafrrer, Vice Pr. eszde}zt : and after November 15, 2019
Wall, NJ 07719 i

Filed pursuant to Order of the Board of Public Utilities entered in
Docket No. GRI9030420
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2.

RIDER "I"
CONSERVATION INCENTIVE PROGRAM — CIP (Continued)

The normal degree days and degree day consumption factors per customer to be used for the calculation
of the weather related change in customer usage, are set forth below:
Consumption Factors per customer (therms per customer
per degree day)

Degree Group II-

Month Days Residential Heating Group ill-GSS  GroupIV-GSL
Qctober 244 0.1237 0.1828 1.7462
November 510 0.1644 0.2260 2.2656
December 811 0.1882 . 0.2680 2.6026
January o977 0.1981 0.2821 27395
February 818 0.195% 0.2758 2.6686
March 676 ' 0.1896 0.2581 . 24235
April 347 0.1741 0.1893 - 1.8671
May - 126 0.1429 = = 0.1691 - 1.6262

These consumption factors per customer shall be muitiplied by the actual number of customers to
determine the consumption factors. The weather related change in customer usage shall be calculated as
the difference between actual degree days and the above normal degree days multiplied by the
consumption factors, and multiplying the result by the margin revenue factors as defined in Section L 10
of this Rider.

Recovery of margin deficiency associated with non-weather related changes in customer usage will be
subject to 2 BGSS savings test and a Margin Revenue recovery limitation (“recovery tests™), Recovery
of pon-weather refated margin deficiency will be limited to the smaller of (1) the level of BGSS savings
achieved when such savings are less than 75 percent of the non-weather related margin deﬁcxency, i.e.
BGSS savings test, and (2) 6.5 percent of variable margins for the CIP Annual Penod i.e., Margin
Revenue recovery limitation. Any amount that exceeds the ahove limitations may be deferred for future
recovery and is subject to either or both of the recovery tests in a future year consistent with the ammount
by which either or both of the non-weather related margin deficiency exceeded the recovery tests. For
the purposes of this calculation, the value of the weather related portion shall be calculated as set forth
in Section I11.2. of this Rider 1.

Dute of fssue:  , 2019 ‘ Effective for service rendered on

Issued by:

Mark G. Kahrer, Vice President and after Noveinber 15, 2015
Wall, NJ 07718 ' '

Filed pursuant to Order of the Board of Public Utifities entered in
Docket No. GR19030420
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EIDER t fI! f

w. I

CONSERVATION INCENTIVE PROGRAM — CIP (Continued)

In addition, the CIP shall not operate to permit the Company to recover any portion of a deficiency that

~ will cause the Company to earn in excess of a 9.60% return on common equity for the Anmual Period;

any portion which is not recovered shall not be deferred. For purposes of this section, the Company's
rate of return on common equity shall be calculated by dividing the Company's regulated jurisdictional
net income for the Annual Period by the Company's average 13-month common equity balance for such
Annual Period, all as reflected in the Company’s monthly reports to the Board of Public Utilities. The

Company's regulated jurisdictional net income shall be calculated by subtracting from total net income
(1) other income, net of associated taxes, (2) margins retained from Off-System Sales and Capacity
reledse, net of associated taxes, (3) margins retained from the Storage Incentive Program, net of -
associated taxes, and (4) margins retained from the energy efficiency programs of Rider “F", net of
associated taxes. -The Company's average thirteen-month common equity balance for any Annuai Period
shall be the Company's average total common equity less the Company's average common equity
investment in unregulated subsidiaries,

The amount to be surcharged or credited shall equal the cligible aggregate deficiency or excess for all
months during the Annual Period determined in accordance with the provisions herein, dmded by the
Forecast Annual Usage for the Customer Class Group.

CKING THE 3 y NSE N TIV

The revenues billed, or credits applied, net of taxes and assessments, through the application of the
Conservation Incentive Program Rate shall be accumulated for cach month of the Adjustment Period and
applied against the CIP excess or deficiency from the Annual Period and any cumulative balances remaining
from prior periods. : :

In accordance with P.L., 1997, ¢, 192, as amended by P.L. 2006, c. 44, P.L. 2009, c. 240, and P.L. 2010, c.

57,

the charges applicable under this Rider include provision for the New Jersey Sales and Use Tax (“SUT™)

and when billed to customers exempt from this tax, as set forth in Rider “B”, shall be reduced by the amount
of such tax included therein.

Dare of Issue: 2019 Effective for service rendeved on

_ Issued by:

Mark G. Kahirer, Vice President and after November 15, 2019
Wall, NJ 07719 :

Filed pursuant to Order of the Board of Public Utilities entered in
Docket No. GR19030420
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NEW JERSEY NATURAL GAS COMPANY \

BPU No. 10 - Gus - ' Oviginal Sheet No. 183
| RIDER "I"
CONSER VATION INCEN TIVE PROGRAM — CIP (C, oritinued )

The annual filing for the adjustment to the CIP rate shall be concurrent with the annual filing for BGSS,
The CIP factor shall be credited/collected on a basis within the Delivery Charge for all service classifications
stated above. R

The currently effective CIP factor by Customer Class Group are as follows: .

Group I (RS non-heating): $0.0690
Group U (RS heating): $0.0079
Group III {(GSS, ED using less than 5,000 therms annually): ($0.0208)
Group IV (GSL, ED using 5,000 therms or greater annually): ($0.0043)

For the recovery of the October 2018 through September 2019 CIP margin deficiency, the recovery of the
margin deficiency associated with non-weather related change in customer usage included in the above
factors arc offset by the BGSS savings component, as set forth in Rider A. The BGSS savings component
is embedded within the Periodic BGSS Charge and the Monthly BGSS Charge.

Date of Issuer  , 2019 Effective for service rendered vn
Issued by: Mark G. Kahvrer, Vice President " and after November 15, 2019
: Wall, NJ 67719

Filed pursnant to Ovder of the Board of Public Utilities entered in
' Docket No. GRI9030420
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Aftachmen| 8
NEW JERSEY NATURAL GAS . Statement A
Cornparisen of Current and Praposed Accrual Rates .
Filed: VG Procedure / RL Technique
Setled VG Procedure /RL Technigue
Current ) Propased
- Account Description Investmen! NetSalvage Total Investment NetSalvage Total
I a -] -5 = g F G=E-F
STORAGE AND PROCESSING PLANT
36400 Structures and Improverments . 1.50% 0.13% 183% 1.31% 0.12% 1.43%
362.00 Gas Holders 0.94% 0.38% 1.32% 0.94% 2.38% 1.32%
363.20 Vaporizing Equipment : 2.18% 107%  1.11% 2.30% A4% 1.16%
363,30 Compressor Equipment 2.02% 0.10% 2.12% 1.85% 0.09% {.94%
3563.40 Measuring and Regulating Equipment 0.89% 0.05% 0.94% 2.64%. 0.14% 2.78%
363.50 Other Equipment ~251% ~0.15% _ -2.76% -3.93% -0.21% _-4.14%
Total Storage and Processing Plant 1.04% -0.18%  0.86% 1.81% -0.16%  1.66%
TRANSMISSION PLANT )
368.00 Structures and Improvemenls 3.09% 0.31% 340% 3.13% - 0.30% 3.43%
J67.00 Mains 1.67% 0.77% 2.44% 1.49% 0.88% 237%
369.00 Maasuring and Regulating Equipment 2.04% 1.53% _ 3.57% 2.03% 1.62% _ 3.55%
Totaj Transmission Plant , 1.75% 0.81%  2.66% 1.60% 1.00% 260%
DISTRIBUTION PLANT .
37501 Sltructures and Improvements 1.66% 0.04%  1.70% 1.77% 0.07%  1.84%
376.00 Mains - Stes! 1.66% 1.19%  2.85% 1.49% 1.34% 283%
376.26 Mains - Plastic 1.11% 0.28% 1.39% 1.53% 0.81% 244%
378.00 Mess, and Reg. Statlon Equip. ~ General: 2.84% 2.25% 5.0%% ©3.22% 24%% 571%
380.01 Services - Steel 1.84% 0.56%  2.40% 1.60% 0.79% 2.39%
380.21 Sarvices - Plastic - 1.11% 040% 1.21% 1.57% 0.92% 2.49%
381.00 Meters 2.84% 2.84% 3.16% 007%  3.23%
382.00 Meter Installations ¢ 2.83% ¢ 1.45%  4.08% 2,9G% 1.558% 4.51%
383.00 House Regulators
384.00 House Regulator installations
385,00 . Meas. and Reg. Equipment - Industrial 2.43% 026% 2.89% 3.42% 0.35% 3.77%
387.00 Other Equipment 5.73% 0.84% _ 6.57% 7.87% 1.15% _ 9.02%
Total Distribution Plant C141% 044% ~1.85% 1.72% 0.98% 2.70%
GENERAL PLANT ’
Depreciable
380.02 Leasehold Improvements . 4.04% -0.62% 3.42% 2.48% C1.00%  1.48%
392.00 Transpoertation Equipment . 12.85% -2.18% 10.87% 4.57% -1.48%  3.08%
358.00 Power Operated Equipment 4.60% 4.50% 0.19% 0.19%
Totul Depreciable 10.16% -1.69% B.47% 3,88% -131% 2.57%
Amortizable
381.01 fFumiture, Fixtures and Equipment 2.95% 2.35% — 25 Yeor Amortization —  2.35%
381,02 Information Systems 10.458% 10.48% — 10 Year Amortization —  8.81%
281.03 Data Handling Equipmeant 4.28% 4.28% « 10 Year Amorlization —  5.80%
391.04 Cornputer Software 19.32% 19.32% +— 10 Year Amorilzation —  7.42%
303.00 Stores Equipment 2.18% 218% <« 35 Year Amortizatlon —  2,18%
394,00 Tools, Shop and Garage Equipment 4.90% 4.90% « 20 Year Amortization -  4.90%
305,00 Laboraiory Equipment 2.84% 2.84% « 35 Year Amortization —  2.B4%
397.00 Communication Equipment 5.55% 5.55% =+ 20 Year Amortizaton — _ 1.12%
Total Amartizable ‘ T 1.76% 11,76% = 6.36%
Total General Plant 11.26% -0.53% 10.73% 5.58% -0.41%  5.16%

TOTAL UTILITY 1.8% 0.4% 2.4% 1.90% 0.88% 2.78%
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NJNG Base Rate Case & Deferred Accountling Filing
BPU Docket No. GR18191096 and GR19030420

For projects in which a new transmission main is being installed and an existing transmission
main is being retired NJNG will provide a study of the physical use of excavation for the purpose
of retiring facilities, as compared to the physical use of excavation for the purpose of installing
facilities. For any excavation that is used both for the purpose of retiring facilities and for the
purpose of installing facilities, this study will include the relative physical use of that excavation
for the purpose of installing facilities cornpared to the relative physical usc of tiat cxcavation for
the purpose of retiring facilities. NJNG will also provide a study as described in the prior two
sentences for projects in which a new distribution main is being installed and an existing
distribution main is being retired and for projects in which new service lines are being installed
‘and existing service lines are being retirved.

NING will provide a study showing the cost to retire existing transmission mains, and separately
the cost to retire distribution mains and separately the cost to retire service lines when no new
facilitics are being installed. In each of these studies the cost of excavation, traffic control, and
restoring the surface (including any paving) will each be shown separately.

NING will provide a study showing the cost to install new transmission mains, and scparatcly
the cost to install new distribution mains when no existing facilities are being retired. Separately
for each of the five different ways NJNG uses to install new service lines, as shown in RCR-

. DEP-44, NING will provide a study showing the cost to install a new service line when no
existing facilities are being retired (other than retiring an existing service line into which a new
service line is inserted). [n each of these studies the cost of excavation, traffic control, and
restoring the surface (including any paving) will each be shown separately. :

Large scale projects will be assumed in all of the studies. “Excavation” includes any method of
moving or removing sub-surface soil and/or covcring materials such as asphalt or concrete,
including trenching, backfilling, plowmg, drilling, vsing a “maole”, or pushing or vibrating
through the soil.

Prior to NJNG's next base rate case, the Company will file with the Board the study, detailed
workpapers, the assumptions and procedures used, and a drawing of each project studied
showing the facilities retired, the facilities installed, the excavations, and the activities that
occurred in each excavation.
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NJING Base Rate Case 2019
Docket Nos. GR18101096 and GR19030420

WALK-IN CENTERS

The Company shall continue cfforts to educate customers regarding the availability

of NING walk-in customer service centers as a place to pay bills, without a fee, and to
educate customers about any other services offered atthe walk-in center. NING will focus
these efforts on the Asbury Park and Lakewood communities. Those efforts may include but
are not limited to:

1.

Providing customer education by partnering with community organizations,
including organizations which primarily serve low-income populations, non-English
speaking populations, and/or people with disabilities.

Creating visual advertising or brochures about the availability of walk-in centers
which may be displayed or distributed hy or within community organizations.
Developing bill messages and/or bill inserts in English, Spanish and other
appropriate languages which detail the availability and purpose of the walk-in centers.
Interacting with customers and providing written materials detailing the
availability and services offered at walk-in centers at community tabling events with
multi-lingual NING staff, where appropriate.

Including Customer walk-in center hours and location information in the
Company's monthly customer newsletter

The Company agrees to report quarterly to the BPU Director of the Division of
Customer Assistance and Rate Counsel the total number of payments made at each walk-
in center. The Company will report annually the total number of payments made al walk-in
locations, whether operated by the Company or a third-party vendor, separated by city-or
town inNJING's service territory.

28 /84
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CUSTOMER SERVICE STANDARDS

The Company will submit to Rate Counsel and BPU Staff a quarterly
report, or annuzal report as specified below, providing the results of the Company’s
monthly performance inrelation to the following metries. These Customer Scrvice
Standards for quarterly and/or annual reporting will continue to be provided to Rate
Counscl and Board Staff as agreed inthe Company’s prior base rate case proceeding,
BPU Docket Nuraber GR15111304, as set forth in the Board’s Decision and Order
Approving Stipulation dated September 23, 2016.

1. Call Center

(A)  Percentage of Calls Answered within 30 seconds
Measure: Service Level
Benchmark: 80% of calls answered within 30 seconds
Definition: Measured in seconds from the time the call is placed in the call queue,

Includes calls handled through the Interactive Voice Response
(“IVR™) automated system. Measured monthly, reported quarterly.

(B) Abandoned Call Percentage (ACP)
Measure: ACP
Benchmark: 5% or less of ¢alls abandoned
Definition: The number of calls to the TVR system that are
terminated by the caller before reaching the selected destination.
Measured monthly, reported quarterly.

{C)Average Speed of Answer (ASA)

Measure: ASA
Benchmark: Track and monitor only.

Definition: Measured in seconds from time when 2 customer
indicates the desire to speak to a representative to when the
representative picks up the phone. Measured monthly, reported
quarterly. ' :

2. Meter Reading and Billing

(A) MeterReading

Measure: Percentage of all meters read

Benchmark: 95% of meters read :

Definition: The percentage of all meters read on cycle within the
Company’s territory. Measured monthly, reported quarterly.
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(B) Meter Reading by Town i
Measure: Percentage of ali meters read listed by each town within
the Company’s territory

Benchmark: Track and monitor only

Definition: The percentage of meters read on cycle within each
town of the Company’s territory. Measured and reported annually,

(Cy  Billing Accuracy

Benchmark: 20 or fewet rebills per 1,000 customers

Definition: The number of rebills per 1,000 customers measured as all bills
mailed to customers that are later adjusted, cancelled orre-issued.
Measured monthly, reported quarterly.

Safety and Reliability

(A)  Safety _

Measure: Leak Response Time

Benchmark: 95% of calls responded to within 60 minutes
Definition: Leak, odor and emergency call response measurcd from
the initial customer call to the time qualified personnel arrive at the
location to either assess or implement a “make safe” condition.
Measured monthly, reported quarterly.

Exception reporting: Provide a quarterly report to the BPU for all
leak, odor and emcergency calls that are not responded to within 60
minutes, giving the reasons for the delay.

(8) Reliability
Measure: Percentage of service appointments met

Benchmark: 95% or greater of service appointments met
Definition: The percentage of appointments completed within the four-hour

window scheduled, as required by Board rules. includes appointments for meter
installations,. disconnects and reconmects, billing investigations, initial and final

meter reads. Excludes regularly scheduled meter reads, gas

leaks/emergencics/outages, and appointments missed by the customer.

Measured monthly, reported quarterly.

30 /44
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4. Overall Customer Service and Satisfaction

(A) BPU Complaints

Measure: Customer complaints/contact to the BPU

Benchmark: Less than one complaint/contact per 1,000 customers
annually

Definition: The number of verbal or written compiaints/contacts
made to the BPU, not including complaints to the Company, which
are measured as an annual average number of complaints per 1000
customers. The Company also shall report BPU complaints by
root cause category, such as billing, collection, etc. Measured
monthly, reported quarterly.

(B) Customer Satisfaction

Measure: Customer satisfaction based on Company’s Transaction
Survey

Benchmark: 94.5% (same as Company’s stated internal goal for FY
2015)

Definition: The weighted percentage of responses with arating of
six or greater, on a ten point scale, to the question “overall
satisfaction with NING” on the Transaction Survey. The
percentage is weighted based on the nunber of transactions that
oceur for each of the areas surveyed. Measured monthly, reported
quarterly. ‘

After receipt of the quarterly report and/or annual report where specified herein, Board Staff or
Rate Counsel may request a meeting and the Company agrees to accommodate this request to
discuss the contents of the report(s). The schedule for submitting the quarterly and annual
reports will remain the same. The quarterly report will be filed within thirty days after the end of
ecach quarter. The annual report will be filed within thirty days after the end of each fiscal year.
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New Jersey Natural Gas Company .
Hase Rates and Revenues at Present and Proposed Rates
. . . PresaniRates Proposed Rates
Camponent Amount Usity . Rate Revenug Rate Revenua
{=) {¥) {e) {d) (e} [\ (g}
]S /Y
Residentiz] Setvice
Customet Charge ) 6,067 568 Bills $ 826 § S0,057.412 ] 530 § 56,912,761
Valumelric Clrarge 486,252,603 Tharma 02781 162,504,648 0.4508 223,645,960
CIF Revenues ) - 1,209,578 -
Total Base Revenues § 214,191,638 | [3 280,553,720
fct:3] GSS
General Service Small {less man 5000 Annual Tharms!
Customar Charge 65,724 B1ls s 2601 § . 9148757 l S 3189 §  11,062908
Valyrnatirie Charge 38,490,990 Therms 03493 13.444,803 I 0.4057 15,615,795
yVolumattic Charge - NG 85,308 Therms 00742 4,846 ] 0.0884 8,773
GIP Foveauas : S {95B.5341 .
Total Base Revenues s 21,637,002 | §  ATRAEET
’ GSL GSL
General Service Large (5000 + Annuai Tharms ]
Customar Charge 47,816 Bills 3 5117 S 5005265 i $ 7350 % 7,189,205
Oemand Charge 10,768,003 Tharms 1.72683 18690338 3 2.4600 25,843,207
Volumelric Charge 138,936,648 Therms 0.2712 37.679.619 i 0.2707 37,610,161
Vohsmelric Charge - AC 169,569 Therns - 00742 12,882 06,0884 14,930
CIP Revenues 538537) |
Total Base Revenues §$60,772,268 | E T0,657,053
ET : ET
Firm Yrasrporabon Sendcet
Customer Charpe 1,423 Bills 5 254.42 S 351,856 5254423 - 361,956
DRemand Charge 2,294,883 Therms 1.8892 4,266,832 14592 4,286,832
Volumetris Charge 24,661,308 Therms 0.0748 Q.0748 1,846,910

Total Base Revenues

$ 6,475,608 s 6,475,693
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Proposed Ratps

Compohont Amoaunt Anite Rats Resvanug Rata Revenup
@ . (b . {e) (€} {e) f (g)
Dec pee

Customer Charge 178 Bllle 5064 $ 8,992 £ 7500 S 13,347

Demand Charge 3_27.213 Theima 1.4004 458,220 1.7800 - 562,490

Volumelric Charge - Wintee 2,513,218 Therms 0.0604 151.7¢8 0.0615 . 154,583

velumetrlc Chatge - Suinmer 2,729,113 Therms 0,0208 01,328 0.0309 84,230
Total Base Revenues $ . 700,247 § 834,640

. NGV CNG NGV I CNG

Natural Gas Vehicle / Comprasaed Natyral Gas Service )

Customer Charge 60 eils 51,80 § 3,114 $ T5008% < 4,500

Volumetrie Charge 1,332,706 Therms 0.1695 225,894 0.2014 268,407

CNG Charga £58,720 Therms - 0.2000 131,744
Total Base Revenues § 29008 | H 404,051
TOTAL SYSTEM BASE DISTRIBUTION REVENUES $324,006,942 $__ 385217.047

Increase 62,210,145
TARGET Increoga 62,200,000

Difference $70,145

33 144
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NING Base Rate Case GR19030420

NEW JERSEY NATURAL GAS COMPANY

New Jersey Namral Gas Company Tariff — BPU No. 9 Gas is being replaced by New Jersey
Natural Gas Company Tariff - BPU No. 10 Gas which includes modifications to various Tariff
sheets. Many of these changes represent minor changes in language to provide clarifications and
necessary updates. Description's of the significant changes to the Tariff are presented in the
following sections:
1. Standard Terms and Conditions
1I. Firm and Non-Firm Service Classifications
1IL. Service Classification Marketer and Broker Requirements ("MBR”) renamed
Third Party Supplier Requirements (“TPS™)
IV. Service Classification Fostering Environmental and Economic Development
(“FEED™) | |
V. Riders

1. Standard Terms and Conditions

e  Section 2.2 Account Opening Charge (Sheet No. 11)

Added language 1o allow account vpening fees to be waived if a field visit is not required to

establish service..

. Seczforz 2.6 Account Opening Charge (Sheet No. 12)

Modified language to allow customess to request a change to their service classification if

their character or use of gas service has changed.

o Section 4.2 Gas Distribution Main Exsensions (Sheet No. 16}

Modified the amount of a deposit to be waived from less than $500 to $3,000 or less.
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" Section 4.3 Land Development — Main Extension and Service Line Connections (Sheet No.

18)

Modified language to change “may” to “shall” requirea deposit and added language to allow
waiving of a deposit from the applicant for the amount of the deposit that is less than or equal
ta ten (10) times the annual distribution revenue for the applicant’s ultimate residents under

contract,

Section 5.4 Change in Existing stallations (Sheet No.19)

Modified language to broaden the provisio.n to require customers to pay for all requested
changes to an existing service line or metering facilities. The modification addresses a
federal regulation issued by the Pipeline and Hazardous Materials Safety Administration of
the U.S. Department of Transportation, to provide customers the right to request to have an
Excess Flow Valve (“EFV™) installed on their existing gas service line at their own expense,
The regulation was effective April 14, 2017, was published in the Federal Register, Vol. 81,
No. 199 (October 14, 2016), and is in the Federal Code of Regulations at 49 CFR Paﬁ 192,
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iI. Firm and Non-Firm Service Classifications

Modifications to the General Scrvice — Sn';all (“GS8™) customers (Sheet No. 56) and General
Scrvice — Large (“GSL”) customers (Shest No. 59) commercial air conditioning and pool

heating rates to clarify the charges and credits that are presented on customer bills.,

Addition of a provision to Service Classification Electric Generation Service ("EGS")
reserving NJNG's right to reject nominaiions, in whole or in part, for deliveries in excess of
the asso.c'iated customers’ estiinated usage in order to be able to limit supplies delivered
during pipeline OFOQ restrictions (Shect No. 71). '
Addition of a provision to Service C]aésiﬁcation EGS to address the acceptable tolerance for
any positive imbalance, where a customer uses less than was delivered, to be zero during an
OFO issued by the applicable interstate pipeline (Sheet No. 72).

Meodifications to the Natural Gas Vehicles (“NGV) and Compressed Natural Gas ("CNG")
rates per gasoline gallon equivalent (“GGE”) to three decimal places in order fo match the
pricing displayed at the public refieling facilities (Sheet Nos.76-77, 97, 263-266).

Modifying the pricing for Service Classification Incremental Gas Service (“1GS”) to enswe

that customers under Service Classification IGS will be charged for the highest cost the
Company has incurred if its cost of LNG, or of gas purchased, is greater than the Monthly

BGSS or market prices during the period when IGS service is provided (Sheet No. 86).
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111, Service Classification MBR renamed TPS

s Conditions Precedent (Sheét No. 88)

Modifications to clarify the deposit amount a TPS is required to post to serve customers

on the Company’s system.

v FT. DGC—FT. CNG. NGV Commercial_and IS (Sheet No. 90}

Addition of a provision reserving NJNG's right to reject nominations, in whole or in part,

for deliveries in excess of the associated customers’ estimated usage in order to be able to
) g 1

limit supplies delivered during pipeline OFO restrictions (Sheet No. 90).

s  Pavment (Sheet No. 87)

Addition of a provisibn to reserve NING’s right to cease new enrollments for a TPS in
arrears and to indicate that the Company may remove a TPS from NJNG’s system in the

event the TPS is in arrears,

IV. Service Classification FEED

s Eliminate Service Classification FEED.
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Y. Riders

o Rider "E’ New Jersev’s Clean Energy Program (“NJCEP")

o Modification to the carrying costs caleulation language in its Tari{f applicable to the
NJCEP Program to be consistent with the carrying costs calculation currently in effect
for the Remediation Adjustment "RA" Rider (Sheet No. 171).

s Rider 1" CIP

o Revisions to the baseline use per customer for each class based on test year billing

determinants, the margin factors based on the base rates, the large customer
adjustment based on the GSL baseline use per customer, and weather consumption
factors based on test year billing determinants (Sheet Nos, 179-181).

o Revisions to the return on equity test language to reflect the agreed upon return on
equity of 9.60 percent and to include a more specific description of deductions to net

income to reflect jurisdictional net income (Sheet No. 182).
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Increase in its Gas Rates, Depreciation Rates, for Gas Property, and for Changes in
the Tariff for Gas Service, Pursuant to N.J.5.A. 48:2-18, 48:2-21

BPU Docket No. GR0711088%
Staff Discovery Requests

8- NJNG-RD-45 RE: Yardley Téstirriong at Exhibit DPY-5: Average and Peak COSS

Please provide a full cost of service study, including Schedules A
through D, which incorporates the following modifications fo the
average and peak study submiited as DPY-5, Changes not specified
below indicate that the original account classification and allocation

" factors depicted in DPY-6 should be retained. Automatic changes fo
internal classification and allocation factors should continue to flow
from the specific modifications listed below, as is the case within the
original DPY-5 COSS. Classification and allocation of Accumulated
Reserve for Depreciation and Q&M accounts should track attendant
plant accounts. '

a) Eliminate the existing customer classification and allocation of
rate base accounts 301 through 303. Classify and allocate
these costs using the fotal plant classification factor {"PLANT")
and allocation factors ("PLANT_D", “PLANT_C", AND
“PLANT _E") used to classify and allocate General Plant
accounts 393-396.

b) Modify the “PEAK_AVERAGE" allocator to affect a 57.8
parcent weighting to the average {throughput} component and
a 42.2 percent weighting to the design peak demand
component. If practicable, separately depict allocated class
commodity costs on the “commodity” line and demand -
allocated costs on the "demand” line appearing under the
affected accounts in Schedule B. Apply the modifled
classification regime and the modified "PEAK_AVERAGE"
allocator throughout the COSS in place of the original
“PEAK_AVERAGE" allocator and to the additional accounts
spectﬂed balow.

c) For all plant accounts classified as "DIST_PLANT", separately
depict the dernand, customer, and commodity allocated costs
based upon the intreduction of the partial commodity
classification and allocation of costs prescribed in (b) above.

d) Regarding account 378- Distribution Mains, replace the
current demand/customer classification and allocation with the
demand/commaodity classification prescribed in (b) above.
Allocate costs to.the classes using the modified
“PEAK_AVERAGE" allocator described above,
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e) Regarding account 380- Services, execute the following
classification and allocation steps for each of the classes
RSG-Heating, RSG-Non- Heating, General Service-Small,
General Service-large:

(1) Retain the interclass allocators for Services
derived/depicted at DPY-3, Schedule D, p.1, along
with the resulting interclass allocations of Services
costs depicted at S-NJNG-RD-35, Schedule B-1,
Services;

(2) Far the allocated costs depicted at the respanse to S-
NJNG-RD-35, Schedule B-1, Services, classify o the
customer component the cost equivalent to the
product of the average embedded cost of the -
smallest size service currently connecting existing
customers times the average service length (data
from the response to S-NJNG-RD-40. If the average
embedded cost is not available, deflate the marginal
{replacement) cost of the smallest size service
currently being installed utilizing the average service
fife for these services (data from the response to S-
NJNG-40 and the most recent bulletin of the Handy-
Whitman index of Public Utllity Construction Costs, at
Section G-1. Classify the balance of allocated
Services investment to the demand component.

) Regarding accounts 381.1 — Meters and 381.2 — Remote
Matering Devices, execute the following classification and
allocations steps for each of the classes.: R8G-Heating, RSG-
Non-Heating, General Service-Small, General Servica-Large:
{1) Modify the "METERS" allocator far Meters and Remote

Metering Devices derived/depicted at DPY-3,
Schedule D, p. 1, by excluding the replacement
meter costs for those classes whose customer meter
installations are Industrial in nature and hooked to
account 385-Industrial Measuring and Regulating
Equipment. Utilize the modified "METERS” allocator
to derlve the revised Interciass allocations of Meters

. costs, replacing those depicted at S-NJNG-RD-3§,
Schedule B-1;

(2) Fc)r the allocated costs depicted at the response ta 8-
NJING-RD- 35, Schedule B-1, Meters and Remocte
Metering Devices, classify to the customer
component the cost equivalent to the product of the
average embedded cost of the smallest size meter
currently connecting existing customers (data from
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)

h)

BPU Docket No. GR0O7110888%
Staff Discovery Requests

response to S-NJNG-RD-41 times the number of
customers. If the average embedded cost is not
available, deflate the marginal (replacement) cost of
the smallest-size meter currently being installed
utilizing the average service life for these meters
(data from the response to S-NJNG-RD- 41 and the
most recent bulletin of the Handy-Whitman Index of
Public Utility Construction Costs, at Section G-1.,
Classify the balance of allotated Meters investment
to the demand component.

Regarding accounts 382.1- Meter Installations and 382.2-
Remote Metering Device instaliations, execute the following
classification and allocation steps for each of the classes
RSG- Heating, RSG-Naon-Heating, GSG-Small and GSG-
Large:

(1) Retain the "METER_INSTALLATION” aliocator for
Meter installations and Remote Metering Device
Installations costs derived/depicted at DPY-3,
Schedule D, p.1, along with the resuiting Interclass
allocations of related plant depicted at S-NJNG-RD-

- 35, Schedule B-1. ‘

{2)  Forthe allocated costs depicted at the respanse to S-
NJING-RD-35, Schedule B-1, Meter Installations and
Remote Metering Device Installations, classify to the
customer component the cost equivalent to the
product of the average embedded cost for
installations of the smallest size meter currently
connecting existing customers (data from the
response to S-NJNG-RD-41) times the number of
customers, If the average embedded cost is not
avallable, deflate the marginal (replacement) cost for.
installation of the smallest size meter currently being
installed utilizing the average service fife for these
meters (data from the response {0 S-NJNG-RD-41)
and tha most recent bulletin of the Handy-Whitman
Index of Public Utility Construction Costs, at G-1,
Classify the balance of allocated Meter Installation
investment to the demand component.

Regarding account 383- House Regulatars, follow the
classification and allocation prescriptions outling in (f), above,
for Meters —account 381.1. That is, retain the interclass
allocation but revise the classification to provide for the
customer/demand split developed pursuant to (f), 2, above.
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Staff Discovery Requests

BRI -Regarding account 384- House Regulator Installations, follow
the classification and allocation prescriptions outlined in (g},
above, for Meter Installations - account 382.1. That is, retain
the interclass allocation but revise the classification {o provids
for the custornerfdemand split developad pursuant to {g), 2,
above. '

i) Account 385- Industrial Measuring and Regulating Station
Equipment should be classified and-allocated as follows:

Costs allocated to classes under the "LARGE_CUSTOMERS"
should be classified on a customer/demand split. Rather than
employing the replacement cost of the smallest size meter to
define the customer component, utilize the quotient of the
average meter cost divided by the total meter cost of each
class (spec study, p."24) to derive the custorner component;
classify to the demand component the balance of costs
allocated fo these classes.

k) General Plant accounts 388-Land and Land Righis, 390-
Structures and Improvements, 391- Office Furniture and
Equipment, 392~ Transpartation, 397~ Communication
Equipment, and 398- Miscellaneous Equipment should be
classified using the “PLANT” classification factor and allocated
utilizing the "PLANT_D" “PLANT_C" AND “PLANT_E"
allocators used to classify and allocate General Plant accounts
303-396.

1) Distribution Operations account 876- Metering and Regulating
Station Equipment- Industrial should be classified and
altocated consistent with the plant account 385 outlined in (§)
above.

m) Distribution Operations account 878- Meter and House
Regulator expenses should follow the classification and
allocation prescription for Meters- account 381 and House
Regulators- account 383 as outlined above.,

n) Customer Installations expenses- account 879 should be
modified to be consistent with the approach used for accounts
382.1 and 382.2, detailed in {(g), above.
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the Tariff for Gas Service, Pursuant to N.J.5.A. 48:2-18, 48:2-21

BPU Docket No, GR07110888
Staff Discovery Requests

o) Maintenance of Measurement and Regulating Siation
Equipment- Indusirial- account 890 should be classified and
allocated consistent with the treatment of account 385,
detailed in (j} above.

p) Customer Accounts 901-805 should be classified and
allocated as follows.

(1)  Account 801-Supervision should be classifled to the

demand, customer, and commodity components

- utilizing a new indirect classification factor
("CUSTOMER_ACCOUNTS") reflacting the .
aggregate demand, customer, and commaodity
classification of costs for accounts 902 through 904,
outlined below. The resulting demand, customer,
and commodity classified expenses should be
allccated on a design day peak demand, number of
customers, and throughput
(“CUSTOMER_ACCOUNTS_D,C, and £,
respectively. .

(2) Account 802« Meter Reading Expenses should be
classified utilizing the "DIST-PLANT” classification
factor and allocated using the “DIST-PLANT_C”
“BIST-PLANT_D" and “DIST-PLANT_E" allocators.

{3)  Account- 903- Customer Recards and Collection
expenses shouid be classified utifizing the “DIST-
PLANT" classification factor and allocated utllizing
the "ST-PLANT_C," "DIST-PLANT_D”, and "DIST-
PLANT_E" allocators.

(4)  Account 304~ Uncollectibles should be classified and
allocated consistent with the "PEAK_AVERAGE"

‘ preseription detailed in (b}, above.

(5) Miscellaneous Customer Accounts expenses shoutd be
classified and allocated wutilizing the new
classification and aliocation factors prescribed in (p)
(1), above,

q) Customer Service and Information accounts 908-910 should
be classified and allocated consistent with the '
“PEAK_AVERAGE" prescription detailed in (b), above.

r) Sales Promotion expense accounis 811 through 816 should
be classified and allocated consistent with the '
"PEAK_AVERAGE" prescription detailed in {b), above.
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s) Regarding Administrative and General Expense Accounts
920-932, replace the “LABOR" and "ADMIN" classification and
allocation of accounts 920, 921, 930, and the expenses
denoted “PIM Expenditures”, “Plant Additions”, and “OPP
Investment” with the "PLANT" classification and allocation
approach referenced in (k) above.





