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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 

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 
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DECISION AND ORDER 
. ADOPTING INITIAL DECISION AND 
STIPULATION OF SETTLEMENT 

BPU DOCKET NO. GR19030420 

BPU DOCKET NO. GR18101096 
OAL DOCKET NO. 06769-2019S 

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 utility 
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. 1 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 

1 On April 1, 2019, 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 Order 
resulting from the May 8, 2019 public agenda meeting. The effective date of the Board's Initial 
Suspension Order was May 18, 2019. 
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allow the Company to fully recover iis expected costs as it replaces aging infrastructure, as well 
as certain other tariff 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 II 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, NJNG 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 amortization period 
for such deferred expenses will be addressed in the Company's base rate case that was to be 
filed by November 2019. During the pendency, NJNG filed the instant base rate case. 
Subsequently, on April 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 implementation of rates until. 
December 29, 2019. 

On 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 Utility Shareholders Association Participant 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 million. On September 30, 2019, NJNG 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 
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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 relating 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:2 

. 

Revenue Increase 

1. For the calculation of the revenue requirement in this case based 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 
Rate of Return 
Operating Income 
Requirement 
Pro-Forma Operating Income 

Operating Income 
Deficiency 
Revenue Factor 
Revenue 
Requirements 

$1,765 million 
x6.95% 

$122.592 million 

$78.147million 

$44.445 million 

X 1.3995 
$62.200 million 

2. . As a result of the 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. 

3. The Stipulation finalizes the prudency of the rates approved for SAFE II 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: 

2 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. 
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Rate Case Expense - This item represents a normalized level of expense 
incurred for rate case expense. The Rate Case Expense component is 
reduced by 50 percent (50%), 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, 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 ("BUG") set forth in NJNG's current Conservation 
Incentive Program ("GIP") tariff must be updated in order to align these aspects 
of the GIP tariff 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 1.90 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 

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 relation 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 II 

1 O. NJNG withdraws its request for a Phase II proceeding regarding the rate 
treatment of the SRL. · 
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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 $1 O · 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 NJNG's proposed new natural gas vehicle ("NGV") tariff 
for company-owned NGV facilities on customers' premises shall not be 
implemented 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 endorsement of the Staff methodology by the Company. The Company, as 
well as any otit'er party to that future proceeding, is free to submit its preferred 
COSS and supporting workpapers. See Attachment G of the Stipulation. 

000/FEA Issues 

17. The DOD/FEA agrees that the rates and revenues as set forth in Attachment E of 
the Stipulation resolve 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 
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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 after-tax 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 interests of 
the ratepayers and the shareholders, and determine whether the settlement represents a 
reasonable disposition of the issues that will enable the Company to provide its customers in 
this State with safe, adequate and proper service at just and reasonable rates. In re Petition of 

. Pub. Serv. Elec. & Gas, 304 N.J. Super. 247 (App. Div.), cert. denied, 152 N.J. 12 (1997). The 
Board recognizes that the parties worked diligently to negotiate a compromise that attempts to 
meet the needs of as many stakeholders as possible. The Board further recognizes that the 
Stipulation represents a balanced solution considering the many complex issues that were 
addressed during the proceeding: 

Therefore,. based 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 monthly 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 Company's rates remain subject to audit by the Board. This Decision and Order shall not 
preclude the Board from taking any actions deemed to be appropriate as a result of any Board 

· audit. 

This Order shall be effective on November 13, 2019. 

CJ-U-PE4 "=~-R_A_J::..... -c=H1::....v-?""""'Ku""'LA'--'-'"~~--. 
COMMISSIONER 

ATTEST: 

I HEREBY CERTIFY that the within 
document Is a true copy of lh• orlglnal 
In the files of lhe Board of Public Utllltlos. 

BOARD OF PUBLIC UTILITIES 
BY: 

:JOSEPH L. FIORDALISO 
PRESIDENT 
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DIANNE OLOMON 
COMMISSIONER 
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COMMISSIONER 
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6096894076 Office of Administrative Law 01 :56:40 p.m. 10-30-2019 

State of New Jersey 
OFFICE OF ADMINISTRATIVE LAW 

IN THE MATTER OF THE PETITION OF 

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. 

INITIAL DECISION SETTLEMENT 

OAL DKT. NO. PUC 06769-19 

AGENCY DKT. NOS. GR18101096 

AND GR19030420 

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, Attorney of Record: Gregory Eisenstark, Esq., (Cozen 

& O'Connor, attorneys) 

Ren~e 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 Opportunity Employer 
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Sarah H. Sleindel and Felicia Thomas-Friel, Assistant Deputies Rate Counsel, for 

Division of R~te 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, P.A., 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.J.A.C. 

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), Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business Law 

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

Capabilities Development Command, Armaments Center, at Picatinny Arsenal 

Thomas A. Jernigan, Esq., Utility Law Field Support Center, Department of the Air Force, 

Office of the Judge Advocate General, admitted 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 Jeffrey A. Rockwell, Judge Advocate 

General), Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business Law 

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

Capabiltties Development Command, Armaments Center, at Picatinny Arsenal 

.,lohn J. McNutt, General Attorney, Regulatory Law Division (JALS-RUIP), Department of 

the Army, Office of the Judge Advocate General, admitted 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.S. Army Combat 

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

BEFORE JACOBS. GERTSMAN, ALJ t/a: 

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 

"Deferred 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 to 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 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 NJ USA 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 Mur:iicipal Building. Three 

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

and made a part of the record.1 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, 2019, a 

' Transcripts of the public hearings have not been provided to the undersigned and will be foiwarded to the 
Board by the parties. · 

3 
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Stipulation 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 Counsel. . It 

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

I have reviewed the terms of settlement and I 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 settlement fully disposes of all issues in controversy between the parties 

and is consistent with the law. 

I 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.S.A. 52:149-10 . 

October 30 2019 

DATE 

Date Received at Agency: ,, 

Date Mailed to Parties: 

JSG/nd 

4 
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APPENDIX 

EXHIBITS 

Jointly Submitted 

' 
J-1 . Stipulation of Settlement 

! 
,,,JI . . 

5 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

OFFICE OF ADMINISTRATIVE LAW 

STATE OF fl!:W Jr-:RSEY 
OF;:;;::[ or J\Oi°":L' .. !.\','-.1 

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 N.J.S.A. 48:2-21.1; ) 
AND FOR CHANGES TO DEPRECIATION ) 
RATES FOR GAS PROPERTY PURSUANT ) 
TO N.J.S.A. 48:2-18 ) 

-AND-· 

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: 

) 
) 
) 
) 
) 
) 
) 
) 
) 

STIPULATION OF SETTLEMENT 

BPlJ DOCKET NOS. GR18101096 
AND GR19030420 

OAL DOCKET NO. PUC 06769-19 

Andrew K. Dembia, Esq., Regulatmy Affairs Counsel, Gregory Eisenslark, Esq. (Cozen 
O'Com1or, P.C.), John A. Hoffman, Esq. (Wilentz, Goldman & Spitzer, P.A.), and 
Frederick W. Peters, Esq. (Law Offices ofFrede1ick W. Peters) pro hac vice, for petitioner 
New Jersey Natural Gas Company, (Nancy A. Washington, Vice President and General 
Counsel, attorney). 

Renee Greenberg,. Deputy Attomey General, for Staff of the Board of Public Utilities 
(Gurbir S. Grewal, Attorney General ofNew 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 

LEGAL,431, 73359\3 
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Division and Intellectual Property Law Team, Legal Office, U.S. Almy Combat Capabilities 
Development Command, Annaments Center, at Picatiru1y Arsenal, attorney). 

,Joseph F. Accardo, Jr., Deputy General Counsel and Justin Incardone, Assistant General 
Regulato1y Counsel, for Pa11icipant Public Service Electtic and Gas Company. 

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

TO: THE HONORABLE JACOB S. GERTSMA,"I, ADMINISTRATIVE LAW 
JUDGE:. 

BACKGROUND 

On October 5, 2018, New Jersey 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 info1111ation technology ("IT") systems ("Defe1Ted 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 cutTent base 

rates. In addition, the Company also requested pe1111ission to accrne Allowance for Funds 

Used During Construction ("AFUDC") associated with the Project NEXT costs using the 

"Modified Federal Energy Regulatmy Commission fonnula" to dete11nil1e its AFUDC rate 

consistent with the method approved and used for NJNG's Safety Acceleration and Facility 

Enhancement ("SAFE") Extension II ("SAFE II") and New Jersey Reinvestment hi System 

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

N.J.S.A..48:2-21 and N.J.S.A. 48:2-21.1 and N.J.A.C. 14: 1-5.12 to: (i) increase its base ra!es 

and charges for gas service by $128.22 million; (ii) establish a Phase II prpceeding to address 

the cost recove1y for the Company's Southern Reliability Link ("SRL") intra-state gas 

transmission project; (iii) implement ce1tain otherrate and tariff'revisions; and (iv) changc_its 

existing depreciation 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 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 ofactual data ("12 + Oupdate"). The proposed aill\ual revenue increase as shown 

in the Company's 12 + 0 update was $134.313 million. 

On Ap1il 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 Ge1tsman conducted a prehearing. conference in the 

consolidated matter. On August 23, 2019, ALJ Gettsman issued a preheating order 

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

8/44 
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The pruties to this case are Petitioner, the Staff of the Board ("Board Staff"), tiie New 

Jersey Division of Rate Counsel ("Rate Counsel"), and intervenor United States Department 

of Defense/Federal Executive Agencies ("DOD/FEA''). Pa1ticipants are Public Service 

Electric and Gas Compru1y and the New Jersey Utility Shareholders Association (hei-einafter 

collectively referred to as the "Parties"). 

Pursuant to appropriate notice in newspapers of general circulation within NJNG's 

service territmy, and the serving of notice upon affected municipalities and counties within 

the Company's service area, two (2) public hearings were held in Freehold Township, New 

Jersey on September 26, 2019 and ~vo (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 writing to more thm 600 discovery requests, many of 

which had multiple parts. In addition, discovery and settlement conferences were held by the 

Parties, with the Company responding to additional infonnal discovery questions, both orally 

and in writing. 

The ·compmy filed direct, supplemental and revised testimony. 

Evidentiruy hearings were scheduled for six (6) dates between 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") 

9 /44 
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was agreed to by NJNG, Rate Counsel, Board Staff and DOD/FEA (hereinafter collectively 

refeJTed to as the "Signat01y Patties"). This settlement was reached before any other 

Sig11ato1y Patty filed testimony. 

The Signatory Pruiies hereto agree and stipulate as follows: 

STIPULATED MATTERS 

Revenue Increase 

1. For the calculation of the revenue requirement in this case based 011 20-year weather 

normalization, the Signatory Pa1iies agree to a rate base of $1.765 billion, a rate of 

retum of 6.95%, and an increase in revenue requirement of $62.20 million, exclusive 

ofNew Jersey Sales and Use Tax ("SUT"). The 6.95% rate ofreturn is obtained based 

011 a capital structure of 54.00o/o common equity with a cost rate of9.60% 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 
Rate of Return 
Operating Income Requirement 

Pro-Forma Operating Income 
Operating Income Deficiency 
Revenue Factor 

Revenue Requirements 

$1,765 million 
x. 6.95% 

$122.592 million 

$78.I47million 
$44.445 million 

X 1 J995 
$62.200 million 
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As a result of this Stipulation, the typical residential sales heating customer, using I 00 

therms of gas during a month, will receive an increase of$10.04 or9.6 percent on their 

monthly bill from$ I 04.23 to $114.27. The typical residential heating customers using 

1,000 therms annually will receive au increase of $102.80 ol' 9. 7 percent in their annual 

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

3. This Stipulation finalizes the prudency of the rates approved for SAFE II and NJ !USE 

investments through June 30, 2019. 

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

amortization for the following items: . 

• Rate Case Expense - This item represents a normalized level of expense 
incun-ed 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 aino1tized for financial repmting purposes for this item is 
$0.263 million. 

• Compressed Natural Gas - Pursuant to the Board's Order in Docket No . 
. GRl 1060361 dated June 18, 2012, NJNG agreed that.customers utilizing the 

CNG stations built under the CNG Pilot Program will be charged $0.20 per 

thenn 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. 
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5. The base rate revenue increase agreed to in this Stipulation reflects an adjustment for 

consolidated federal income taxes. · 

6. . The Signatory Parties recognize that the Margin Revenue Factors and the monthly 

Bas~line Usage per Customer ("BUC'') set forth in NJNG's cunent Conservation 

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

CIP tariff with the Board's approval of 11ew base rates in this proceeding. These 

factors and rates are included in Rider "I" of the Company's Tariff attached herein as 

Attachment A. 

7.. The Signatory Parties agree the Company's composite depreciation rate shall be 

increased from the cmTently-approved rate of2.40 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 of0.88 percent. The agreed upon depreciation 

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

Depreciation Review. 

8. NJN G agrees to conduct the analyses set forth in Attachment C to this 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 perfo1mance in relation to ce1tain service measures, as detailed in 

12144 
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Atiachment D. NJNG commits to continue meeting the customer service 

benchmarks specified in Attachment D. 

· Southern Reliability Link ("SRL") Phase II 

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

the SRL. 

Project NEXT 

11. N.TNG v.,:it11draws its request for deferred accounting treatment in BPU Docket No. 

GR18J01096. 

Service Agreements 

12. The Signato1y Paities agree that upon the Board's issuance ofa final Order approving 

this Stipulation, the current Service Agreements are acceptable and shall be deemed 

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

Tariff and Rate Design. 

13. Attached to this Stipulation as Attachment E is a schedule entitled "New Jersey 

Natural Gas Company, Base Rates and Revenues at Present and Proposed Rates." The 

Signatory Paities stipulate that tllis schedule represents the rate design methodology 

and billing dete11niJ.1ants to be utilized in iliis case, integrating a monthly customer 

chal'ge of $10 applicable to the Residential Service classification, .inclusive of 

applicable sales taxes, amongst other rate changes. 

13144 
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14. The Signatory Parties agree that the tariff modifications described in AttachmentF to 

this Stipulation are reasonable, appropriate and shall be implemented upon Board 

approval. 

15. The Signatory Pa11ies agree that NJNG's proposed new natural gas vehicle ("NGV") 

ta1iff for company-owned NGV facilities on customers' premises shall not. be 

implemented at this time. 

16. The Company agrees to submit as pai.t 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. 

GR07 l l 0889 at page 9, along with all associated workpapers. Submission of the Staff 

COSS in the 11ext haRe rate case does not imply endorsement of the Staff methodology 

by the Company. The Company, as well as any other pa1ty to that future proceeding, 

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

DOD/FEA Issues 

17. The DOD/PEA agtees that the rates and revenues as set forth in Attachment E resolve 

the DOD/PEA' s rate design issues for this matter. 

18. The Signatory 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 infom1ation (by therm) to the DOD/PEA for all 

meters on the Picatinny Arsenal installation in a mutually acceptable fonnat. 

20. Pursuant to Section 11 of the Standard Tenns and Conditions of the Company's Tali ff, 

the Company a11d 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 D_OD/FF.A shall provide each other with all 

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

the DOD i_nstallations 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 

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

$0.0011 per the1m based on the pre-tax rate ofretum of 8.97% agreed toherein and 

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

per thenn from the current rate of $0. l 098 per the11n. 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 ("BOSS") filings to reflect only updated pipeline demand charges, 

credit adjustments and the percentage of peak day volume rela1ed to balancing 

associated with the pipeline demand portion of the balancing charge. The fum 

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 
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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. 

MISCELLANEOUS 

23. The undersigned. Signatory Paiii'es 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 interests, 

contains interdependent provisions and, therefore, is intended 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 Party aggrieved thereby 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. 

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

on them for all purposes herein. 

25. 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 
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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 

fatther 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.J.S.A. 48:2-40. 

26. The Signato1y Parties request that this Stipulation be considered at the Board's 

November 13, 2019 regularly scheduled Agenda Meeting. 

27. The Signato1y Pa1iies agree to accept as service delive1y by courier ("hand 

delive1y") of the BPU Order ("Order") approving this Stipulation, in whole or in 

part. The Signatory Pa11ies agree that such method of hand delive1y shall be 

sufficient service of the Order. 
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WHEREFORE, ·the undersigned Signatory Parties hereto respectfuily submit this 

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

Initial Decision approving this Settlement in· its entirety in accordance with the tenns 

contained herein, ai1d (2) the.Board approv"e this Settlemenl, in its entirety wilh the te1ms 

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

NEW JERSEY NATURAL GAS COMPANY 
PETITIONER 

. //2 ~ !~~- . -~ \ 
By: C .'1..c'4W1 )~...f/..fft11"-Ca.. 

ANDREW K. DEMBIA . • . ~ 
REGULATORY AFFAIRS COUNSEL 

By: 

By: 

DIVISION OF RA TE COUNSEL 
STEFANIE BRAND 
DIRECTOR 

c:-· J kl,i C' ' , d 1,/ ,,.-. ....,-· _ . ...,. 
, _,>CL/).~, I'' •. ':. ·ftA11 ~ . f-, I. , .• F;· 

SARAH H. STEINDEL / 
ASSISTANT DEPUTY RATE COUNSEL 

GURBIR S. GREW AL 
ATTORNEY GENERAL OF NEW JERSEY 
Attorney for Staff of the .Board of Public Utilities 

'~ .. A ... ~.~ /O•ol-ll'~Ol"j 
RENEE GREENBERG ~ 
DEPUTY ATTORNEY GENERAL 
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UNITED STATES DEPARTMENT OF DEFENSE/FEDERAL 
EXECUTIVE AGENCIES 
INTERVENOR 

By: 
KENNETH J. HANKO, Esq. 

Date: October ,aq, , 2019 

LECJAL\43l7l3S9\2 
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Altachment A 
NEW JERSEY NATURAL GAS COMPANY Page I of6 

BPU No. JO. aas 01·/gi,u,/ Sheet l\10. 17,~ 

RIDER "l" 

CONSERVATION TNCENTTVE PROGRAM - CTP 

Applicable to the following service classifications: 

RS Residentfal Service 
GSS General Se1vice • Small 
GSL General Se1vice • Large 
ED Economic Development 

I. DEFINITION Of TERIJ1S AS USED fffiBBCN 

l. Actuql M,mher of Customers TI1e Actual Number of Ct1stomers ("ANC") shall be detem1ined on a 
monthly basis for each of the· Customer Class Groups to which the Conservation Incentive Program 
('"CJP") 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 
Adjustment. 

2. Actual UsttgC nm· Custqmer- the Actual Usage per Customer ("AUC") shall be delem1ined in the1111s 
on a monthly basis for each of the Customer Class Groups to which the CIP applies. The A UC sha 11 
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. Adi11.•tme11t Pe,-iod - shall be the year beginning immediately following the conclusion of the Annual 
Period. 

4. A 111111al Pe,-iod - shall be the twelve consecutive months from October 1 of one calendar year through 
September 30 of the followiI1g calendar year. 

S. Ave,·age 13 Mo11t/1 Common Eguitv Balq11ce • shall be the common equity balance at the beginning 
of the Annual Period (i.e., October I) and the month ending balances for eac)1 of the twelve months in 
the kmual Pe1iod divided by thirteen (13). 

6. Bqseli11e Usage ner Q1stomer - the Baseline Usage per Customer ("BUC") shall be stated in thenns 
on a monthly basis. for each of the Customer Class Groups to which the CTP applies. The BUC shall 
be rounded to the nearest one tenth of one therm. 

Dme uf lssue.• 
Issued by: 

, 2019 
Mm·k G. Knh1·e1·1 Vice P1·esident 
Wall, NJ 07719 

Effecth•e.fm· service rende1·,~d 011 

1111d afte1• No11embe1· J'S, 2019 

Filed pur$ua11t to Orde1· of tlte Bo<t1•d of P11blic Utilities entered iu 
. Docket No. GRI9030420. 
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BPU No. JO. Gas On'gillal Sheet No. 179 

RIDER "I" 

CQNSERVATTON TNCENTIVE PROGRAM- CTP fC011ti11uedl 

7. Custgmer Clqs,• Grnun 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: 

Group l: RS (non-heating customers only) 
Group II: RS (heating customers only) 
Group Ill: GSS, ED using less than 5,000 therms annually 
Group IV: GSL, ED using 5,000 thenns or greater annnally 

8. Forec4,t A1111ual Usqge - the Forecast Annual Usage ("FAU") shall be the projected total annual 
throughput for all customers within tl1e applicable Customer Cl.ass Group. The FA U sliall be estimaled 
based on nom1al weather. · 

9. lnc,·ementql Large Customer Com,t Adiustment- the Company shall maintain a list of incremental 
commercial and industrial customers added to its system on or after September I, 2019 whose 

· connected load is greater than that typical for the Company's average. commei'cial and industrial 
customer. For purposes of tile ClP, large incremental customers shall be those customers whose 
connected load exceeds 5,500 cubic feet per hour ("CFH"). A new ctistmner at an existing location 
previously connected to NJNG's facilities shall not be considered an incremental customer. Tbc 
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 CHI less the number of active 
custot'\lers, rounded to the nearest whole number. 

I 0. Manrh1 Revenue Factor the Margin Revenue Factor ("MRF") 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 110n-heating): 
Group Il (RS heating): 
Group Ill (GSS, ED using less than 5,000 therms annually) 
Group IV (GSL, ED using 5,000 them1s or greater annually) 

$0.4599 
$0.4599 
$0.4057 
$0.2707 

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

Date nf Tssue: 
ls.med by: 

, 2019 
Mal'I, G. Kalt1·e1•1 Vice Preside1Jl 
Wall, NJ 07719 

Effective/or sm·vit:a rendered 011 

. a11d af!er Nol'ember 15, 2019 

Filed pursuant to 01·de1· oftftc Board of Public Utililias t.mtcred iu 
Docket No. GR19030420 
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BPU No. 10. Gas Origi11al Sheet No. I 80 

RIDER "l" 

CONSERVA UQN INCENTWE PROGRAM- qp CContinuedl 

II. BASELINE USAGE PER CUSTOMER 

The BUC for each Customer Closs Group by month arc as follows: 

Group Ill: Group IV: 
Group 1: Group II: GSS, ED using less GSL, ED using 

RS RS than 5,000 therms 5,000 therms or 
Month Ngg .. fleating f!eati1u: ammally i:reater annynlly 
Oct. 13.2 43.7 49.8 901.2 

Nov. 10.8 94.9 117.5 1,678.0 
Dec. 15.4 163.9 212.6 2,611.5 

Jan. 16.9 191.4 259.l 3,002.3 

Feb. 15.9 163.3 228.5 2,514.6 

Mar. 13.7 122.3 165.l 1,879.5 

Apr. 11.0 78.0 91.4 1,413.6 

May 9.7 39.8 37.2 898.l 

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. 13.5 ___ll,1 19.7 483.0 

Total Annual 165.3 984.1 1,247.9 17,052.2 

The BUC shall be reset each time new base rntes are placed into effect. 

JJJ. DETERMINATION Qf THE CQNSERVATJQNINCENTIVE PROGRAM RATE 

I. At the end of the Annual Period, a calculation shall be made that determines for each Customer Class 
Gmup the 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 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/<;sue: 
lr;.med by: 

, 2019 
Mm·k G. /(alu·el', Vice P,·eside11t 
Wall, NJ 07719 

Effective for service tendered 011 

and after Nove111/1er l.'i, 2019 

Filed pm'Suaut to 01•dcr of tl,e Boal'd of Public Utilities entered in 
Docket No. GRI9030420 
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RIDER "l" 

CONSERVATION INCENTIVE PROGRAM - CIP (Continued) 

2. 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 f01th below: 

Degree 
Month Days 

October 244 
November 510 
December 811 
January 977 
Febrnary 818 
March 676 
April 347 
May 126 

Consumpticiu Factors per customer (therms per customer 
per degree day) 

Group II-
Residential Heating Group III- GSS Group.lV-GSL. 

0.1237 0.1828 1.7462 
0.1644 0.2260 2.2656 
0.1882 0.2680 2.6026 
0.1981 0.2821 2.7395 
0.1959 0.2758 2.6686 
0.1896. 0.2581 2.4235 
0.1741 0.1893 1.8671 
0.1429 0.1691 1.6262 

These consumption factors per customer shall be multiplied by the actual number of customers Lo 
detem1ine 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 tho margin revenue factors as defined in Section I. I 0. 
of this Rider. 

3. Recovery of margin deficiency associated with non-weather related changes in customer usage will be 
subject lo a BOSS savings test and a Margin Revenue recovery lit)litation ("recovery tests"). Recovery 
of non-weather related margin deficiency will be limited to the smaller of(!) the level ofBGSS savings 
achieved when such savings are less than 75 percent of the non-weather related margin deficiency, i.e. 

· BGSS savings lest, and (2) 6.5 percent of variable margins for the CIP Allllttal Period, i.e., Margin 
Revenue recovery limitation. Any amount that exceeds the above 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 amount 
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 tbrth 
in Section lll.2. of this Rider l. 

Date ofl.mie: , 2019 
T.imrnd by: Ma,·k G. Kahre,·j Vice Preside11t 

Wall, NJ 07719 

Effective /01· serv;ce re11dered tm 
and after No11emhe1· JS, 2019 

Filed pursuant to Order of tho Bom·d of Pnhlic Utilities eJJtt11·ed iu 
Docket No. GR19030410 
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RIDER "l" 

CONSERVATION INCENUVE PROGRAM. CIP (Continued! 

4. Jn 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% retllm 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 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 h1come shall be calculated by subtracting from total net incm11e 
( 1) other income, net of associated taxes, (2) margins retained from Off-System Sales and Capacity 
release, 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", nel of 
associated taxes. The Company's average thirteen-month common equity balarice for any Annual Period 
shall be the Company's average lolal common equity less the Company's average conuno,i equity 
investment in unregulated subsidiaries. 

5. The amount to be surcharged or credited shall eqi,al the eligible aggregate deficiency or excess for all 
months during the Annual Period detem1ined in accordance with the provisions herein, divided by the 
Forecast Annual Usage for the Customer Class Group. 

If~ TRACKINQ THE OPERATIQNQP THE CONSERVATION TNCEN71VEPRQGRAM 

The t~evcnucs billed, or credits applied, net of taxes and assessments, through the application of the 
Conservation Incentive Program Rate shall 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. 

ln accorda11ce with P.L, 1997, c. 192, as amended by P.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 included therein. · 

Da/J!. of Issue: 
Issued by: 

, 2019 · 
JYm·k G. Ka/,J'el', Vice Presideut 
Woll, NJ 07719 

Filed pursuaut ro Order of the Boal'd of P11blic Utilities entered i11 
Docket No. GRJ9030420 

Effectiue fol' se111ice rendered 011 
mu/ after No11embe1· 15, 2019 
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RIDER"{" 

CONSRRVAVQNTNCRNTTVE PROGRAM CIP CC011ti11uedl 

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 Delive1y Charge for all service classifications 
stated above. 

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

Group I (RS non-heating): 
Group Il (RS heating): 
Group llI (GSS, ED using less than 5,000 therms ammally): 
Group IV (GSL, ED using 5,000 thenns or greater ammally): 

$0.0690 
$0.0079 
($0.0208) 
($0.0043) 

For the recovery of the October 2018 through September 2019 CIP margin deficiency, the recovery of the 
margin de.ficiency associated with non-weather related change in customer usage included in the above 
factors are offset by the BGSS savings component, as set fo11h in Rider A. The BGSS savings component 
.is embedded within the Periodic BGSS Charge and the Monthly BGS$ Charge; 

Dr,te of Js.~ru;,: 
Issued by: 

, 2019 Effectfvefnr se1'11fce re11de1·1?d nu 
iv.fark G. Kalu·er, Vice PresMem 
Wall, NJ 07719 

· and afle,· Nowm1hr11· J S1 2019 

Filed puz-s1umt to Order of the Boartf of Public Vtilities entered in 
Docket No. GRJ9030420 
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NEW JERSEY NATURAL GAS 
Comparison of Current and Proposed Accrual Rates 

Flied: VG Procedure/ RL Technique 
Seltled VG Procedure/ RL Technique 

Account Description 
A 

STORAGE AND PROCESSING PLANT 
361.00 Structures and Improvements 
362.00 Gas Holders 
363.20 Vaporizing Equipment 
363.30 Compressor Equipment 
363.40 Measuring and Regulating Equipment 
363.50 Other Equipment 

Total Storage and Processing Plant 
TRANSMISSION PLANT 
366.00 Slructures and lmprovements 
367.00 Mains 
369.00 Measuring a·nd Regulating Equipment 

Total Transmission Plant 
DISTRIBUTION PLANT 
375.01 Structures and Improvements 
376.00 Mains • Steel 
375.26 Mains ~ Plastic 
378.00 Meas. and Reg. Station Equip. - General 
380.01 Sorvioos - Stool 
380.21 Sarvieos - Plasttc 
381.00 Meters 
382.00 Meter Installations 
383.00 House Regulators 
384.00 House Regulator Installations 
365.00 Meas. and Reg: Equipment- lnctuslrial 
367.00 Other Equipment 

Total Distribution Plont 

GENERAL PLANT 
Depreciable 

390.02 LGasohold Improvements 
392.00 iransporlallon Equipmenl 
396.00 Power Operated Equipment 

Total Depreclabl~ 
Amortlzable. 

391.01 Furniture, Fixtures and Equipment 
391.02 Information Systems 
391.03 Data Handling Equipment 
391.04 Cornpu(er Software 
393.00 Stores Equipment 
394.00 Tools, Shop and Garage Equipment 
395.00 Lnborotory Equipmenl 
397 .OQ Communication Equipment 

Total Amortlzable 
Total Goncrnl Plant 
TOTAi. UTll.lTV 

Investment 

• 
1.50% 
0.94% 
2.18% 
2.02% 
0.89% 
-2 §j0&2 
1.04% 

3.09% 
1.67% 
2.04% 
1.75% 

"1.66% 
1.6$% 
1.11% 
2.84% 
1.84% 
1.11% 
2.84% 
2.63% 

2.43% 
5.73~0 
1.41% 

4.04% 
1:t85% 

•••.•• A,.00% 
10.16% 

2.35% 
10.48% 
4.26% 

19.32% 
2.18% 
4.90% 
2.84% 
5.55j, 

11.76% 

11.26% 

1.9% 

02:01:48 p.m. 10-30-2019 26144 

Att;ichment B 

Statement A 

Qucr~nt Proposed 
Net Salvage Total Investment Net Salvage Total 

C O•B~C ' ' G"'E:•F 

0.13% 1.63% 1.31% 0.12% 1.43% 
0.36% 1.32% 0.94% 0.38% 1.32"/o 

-1.07% 1.11% 2.30% -1.14% 1.16% 
0.10%. 2.12% 1.85% 0.09% 1.94% 
0.0511/o 0.94% 2.64% 0.14% 2.78% 

-QJ5a/'l: ~ -3 S3°/it -QZ1~ ~ 
.Q.18% 0.66% 1.81% -0.16% 1.66% 

0.31% 3.40% 3.13% 0.30% 3.43% 
0.77% 2.44% 1.49% 0.88°/o 2.37% 
1.53% 3.57% 2.03% 1.52% 3.55% 
0.91% 2.66% 1,60% 1.00% 2.60% 

0.04% 1.70% 1.77% 0.07% 1.84% 
1.19% · 2.85% 1.49% 1.34% 2.83% 
0.28% 1.39%. ·1.53% 0,91% 2,44% 
2.25o/o 5.09o/o 3.22% 2.49% 5.71% 
0.56% 2.110% 1.60% 0.79% 2.39% 
0.10%· 1.21% 1.57% 0.92% 2.49% 

2.84% 3.16% 0.07% .3.23% 
1.45% 4.08% 2.96% 1.55% 4.51% 

0.26% 2.l:i9% 3.42% 0.35% 3;77% 
o.a4°Lo 6.57% 7.87°('? 1.15% 9.02% 
0.44% 1.85% 1.72% 0.08%, 2.70% 

-0.62% 3.42% 2.48% •1.00% 1.48% 
-?..18% 1067% 4.57% · -1.48% 3.09% 

- ·--- --· J&l).%, ___ 9,.rnr., .... ,. ___ _QJJ}J'_a 

·1.S9% 8.47% 3.88% -1.31% 2.57% 

2.35% - 25 Year Amortization - 2.35% 
10.48% - 10 Year Amortization - 8.61% 
4.28% - 10 Year Amortization-. 5.60% 

19.32% +- 10 Year Amortization - 7.42% 
2.16% - 35 Year Amortlzallon _. 2.18% 
4.90% - 20 Year AmorUzalion . ._ 4.90% 
2.84% - 35 Year Amortization_. 2.84o/o 
5.55% +- 20 Year Amor1izallon - 1.12% 

11.76% S.36% 

-0.53% 10.73% 5.58% -0.41% 6.16% 

0.4% 2.4% 1.90% 0.86% 2.78% 
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NJNG 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 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 installh1g 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. 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 retired. 

NJNG will provide a study showing the cost to retire existing transmission mains, and separately · 
the cost to retire disfribution mains a11d separately the cost to retire service lines when no new 
facilities are being installed, In each of these studi'es the cost of excavation, traffic control, and 
restoring the surface (including any paving) will each be shown separately. 

NJNG 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. Separately 
for each of the five different ways NJNG uses to install new service lines, as shown in RCR
DEP-44, NJNG will provide a study showing the cost to install a new service line when no 
existing facilities 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 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. "Excavatio~" includes any method c,f 

moving or removing sub-surface soil and/or covering materials such as asphalt or concrete, 
including trenching, backfilling, plowing, drilling, using a "mole", or pushing or vibrating 
through tl1e soil. 

Prior to NJNG's next base rate case, 1he Company will file with the Board the study, detailed 
workpapers, the assumptions and procedures used, arid 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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WALK-IN CENTERS 

AltachmemD 
Page 1 of4 

The Company shall continue efforts to educate customers regarding the availability 
ofNJNG walk-in customer service centers as a place to pay bills, without a fee, and to 
educate customers about any other services offered at the walk-in center. NJNG will focus 
these efforts on the Asbury Park and Lakewood communities. Those efforts may include.but 

· arc not limited to: 

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

2. Creating visual advertising or broclmres about the ·availability of walk-in centers 
which may be displayed or distributed by or within community org1111izations. 

3. Developing bill messages and/or bill inse1is in Engiish, Spanish and other 
appropriate languages which detail the availability and purpose of the walk-in centers. 

4. Interacting with . customers and providing written materials detailing the 
availability and services offered at walk-in ceriters at community tabling events with 
multi-lingual NJNG staff, where appropriate. 

5. Including Customer walk-in center hours and location infonnation 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 a1mually the total number of payments made at walk-in 
locations, whether operated by the Company or a third-party vendor, separated by city or 
town in NJNG's service territory. 

28144 
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Attachment D 
Page 2of4 

The Company will submit to Rate Counsel and BPU Staff a quarterly 

repo1t, or annual report as specified below, providing the results of the Company's 

monthly performance in relation to the following metrics. T11ese Customer Service 

Standards for quarterly and/or annual reporting will continue to be provided to Rate 

Counsel and Board Staff as agreed in the Company's prior base rate case proceeding, 

BPU Docket Number GR151 l 1304, as set forth in the Board's Decision and Order 

Approving Stipulation dated September 23, 2016. 

I. Call Center 

2. 

(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 q~euc. 

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 calls abandoned 

Definition: The number ofcalls to the IVR system that are 

tenninated 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: Measw·ed in seconds fi"om time when a customer 
indicates the desire to speak to a representative to when the 
representative picks up the phone. Measured monthly,reported 
quarterly. 

Meter Reading and Billing 

(A) Meter Reading 
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. 

29144 
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(B) Meter Reading by Town 
Measure: Percentage ofall 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 orfewerrehills per l,OOOcustomers 
Definition: The number ofrebills 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 and Reliability 
(A) Safety 
Measure: Leak Response Time 

Benchmark: 95% of calls responded to within 60 minutes 
Definition: Leak, odor and emergency call response measured froril 
the initial customer call to the time qualified personnel arrive at the 
lqeation tci either assess or implement a "make safe" condition. 

Measured monthly, reported quarterly.· 
Exception reporting: Provide a quarterly report to the BPU for ~II 
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 appoinnnents 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 reconnects, billing investigations, initial and final 

meter reads. Excludes regularly scheduled meter reads, gas 

leaks/emergencies/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 

02:02:56 p.m. 10-30-2019 

Attachment D 
Page4 of 4 

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 1,000. 
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 ofresponses with a rating of 
six or greater, on a ten point scale, to the question "overall 

· satisfaction with NJNG" on the Transaction Survey. The 
percentage is weighted based on the number of transactions that 
occur for each of the areas surveyed. Measured monthly. reported 
quarterly. 

31 /44 

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 wiU1in 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 Jers.y Natural Gas Company 
Base Rates and ReventJH at Present and Proposed Rate,. 

Component 

<•) 

~osidon11:il S•rv,ce 

Custon,er Clt1:1rgv 
Vcrumetrio Ch11rge 

CIP Revenue:. 
Totol Eloeo Rev•nUH• 

6,007,505 BUI~ 

Y.!l!!! 
(e) 

486,202,604 Thc~mG 

GimMra! S,:rvlct:t Small (less lh;:,r, 5 000 Annual Thprnu,l 

cus1omer Charge 

Vc)umetr.c Ch.:nga 

Votu·netric Charge - NC 
CIP Revenues 

Tota.I 8.'1$c R1we-nuea 

35:i,72"1 ams 
38,490,990 Therms 

65,308 Therms 

Gem~ral ::;if::Qll/;l!l: 1.ars:11:: (5 OOQ + Annui:il Th~rmf:, 

customer Charge 97,816 61\15 

Demand Charge 10,768,003 Therms 

Volumelnc Cnar',le 138,938,648 Thermi 

Volumelrlc Charge~ AIC 169.569 Therms 

CIP Revenues 
Total Bue Revenues 

Firm TransE!Ortation §ervica• 

Customer Charge 1,423 8(115 

Demand Char,;ie 2.294.983 Thermi. 

Volumetric Char9e 24.691,308 Therms 
Total ease Rev8nues 

$ 

s 

• 

' 

Present R:att!S 

(d) l•l 

RS 

e.2s s 50,057,412 

0,376;1 182,894,6<11$ 

1,239,678 
$ 234,191,638 

GSS 

25.01 s 9.146,757 

0.3493 13.444,903 

0.0742 4,&46 

rasa ,241 
S 21,637,082 

GSL 

51,17 ' !5,005,255 

1.7283 16,610,331:t 

0.2712 37,579,619 

0.0742 12,582 

(!:i:i.l:§5371 
S 60,772,269 

FT 

254.42 S 361,956 

1.8592 4,266,832 

0.0748 1 846 910 

• 6,475,69& 

s 

• 

• 

Attachment E 
Pago 1 orz 

Propo5fd Ratft§ 

(ij (g) 

RS 

!l.38 ' 66,913,761 

0.4509 223,645,969 

' 280,559,730 

GSS 

31.89 s 11,652.!)3!) 

0.4057 15,016,795 

0.0884 5,77,3, 

' 27,284,507 

GSL 

7:.t50 • 7,189.005 

24000 2~.643,207 

o.2ror ~7,610.151 

0.0884 14,920 

• 70,GG7,053 

F 

S 254.42 $ 361,956 

1.8592 4,266,832 

0.07~ 1 84~ 919: 

• 6,475,698 

32144 
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NewJarHy Natural Gas Ccmpany 
Base Rates and R*venucs at Present and PropoSlld Rat~$ 

Component 
(•) 

Du;lrjhUlfrl l'.;M~r:eitlQn • Comm!',rr.1:..1" 

Cuatom111r Charg• 

DcmDnd Chorgc 

Vo!umetrh;; Chorge -Winter 

Volurnelric Charge - Summer 

Tola! Bai.v Rll'Vllilm,1e111 

~ 
(b) 

!!n.!.t!. 
(o) 

178 Bills 

327.213 Thormc 

2,513,218 Therm:) 

2,729,113 Tht:nn:!. 

Natural Qas Veh1c!f! / Qompresi.ed Natural Gu Service 

Customer Charge 60 Bills 

Volumetric Charge 

CNG Clierae 
Toltil Sase Revenues 

1.332,706 Therms 

658,720 Therms 

TOTAi.. SYSTEM BASE DISTRIBUTION REVENUES 

• 

$ 

P[1J!8E!t Rl!!H 
~ ~ 
(d) 

DCC 

50.64 s 
1.401),t 

0.0604 

0.029~ 

$ 

NGVICNG 

51.90 S 

0.1695 

' 

(e) 

3,A92 

ASS.229 

151,798 

81 :12§ 

700,347 

3,114 

225.894 

229,00& 

$ 324,006,942 

s 

' 
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Prneosed Rale:,; 

~ R,v11nu• 
10 (o) 

DCC 

75.00 s 13,317 

1 7800 582.440 

o.os,s 1S<\,SS3 

0.0:JOO 8:!:320 

$ 834,64!) 

NGV/CNG 

75.00 S 4.50Q 

0.2014 268,407 

0.2000. ____ ~,,~'~·'~·~· 

• 404,0:n 

$ 3Sl;i1217,08L_ 

Increase 
TARGET lno:rll'~~e 

Diffe,ence 

C52,Z10,14i:i 
62 200 ono 

$10,145 
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NJNG Base Rate Case GR19030420 

NEW JERSEY NATURAL GAS COMPANY 

Attachment F 
Pagel of5 

New Jersey Natural Gas Company Tariff - BPU No. 9 Gas is being replaced by New Jersey 

Natural Gas Company Tariff- B.PU 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. Descriptions of the significant changes to the Tariff are presented in rl1e 

following sections: 

I. St~dard Terms and Conditio11s 

IL Firm and Non-Firm Service Classifications 

Ill. Service Classification Marketer and Broker Requirements ("MBR") renamed 

Third Party Supplier Requirements ("TPS") 

IV. Service Classification Fostering Environmental and Economic Developmenl 

("FEED") 

V. Riders 

I. Standard Terms and Conditions 

• 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 .. 

• Section 2.6 Account 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 .. 

• Section 4.2 Gas Disll'ibution Main Extensions (Sheet No. 16) 

Modified the amount of a deposit to be waived from less than $500 to $3,000 or less. 

34144 



60~6894076 Office of Administrative law 02:03:35 p.m. 10-30-2019 35 !44 

Attachment F 
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• Section 4.3 Land Development - Main Extension and Se111ice Line Connections (Sheet No. 

1§l 

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 le.ss than or equal 

to ten (10) times the annual distrihution revenue for the applicant's ultimate residents under 

contract. 

• Section 5.4 Change in Existing Installations (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. Deµ·artmein 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 Part 192. 
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· II. Firm and Non-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 cfarify the charges and credits that are presented on customer bills. 

• · Addition of a provision to Se1vice Classification Electric Generation Service ("EGS") 

rese1ving 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 limit supplies delivered 

. during pipeline OFO restrictions (Sheet No. 71). 

• Addition of a provision to Service Classification 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). 

• Modifications to the Natural Gas Vehicles ("NGV) and Compressed Nan1ral 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 h1cremental Gas 'Service ("!GS") to ensure 

that customers under Service Classification !GS 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 !GS service is provided (Sheet No. 86). 
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III. Service Classification MBR renamed TPS 

• Conditions Precedent (Sheet No. 88) 

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

on the Company's system. 

• FT. DGC-FT. CNG. NGV Commercial. and JS (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 

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

• Pavment (Sheet No. 97) 

Addition of a provision to reserve NJNG's right to cease new enrollments for a TPS in 

arrears and to indicate that the Company may remove a TPS from NJNG's ;ystem in the 

event the TPS is in arrears. 

IV. Service Classification FEED 

• Eliminate Service Classification FEED. 
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V. Riders 

• Rider "E" NewJersev's Clean Energv Program ("NJCEP") 

o Modification to the carrying 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 Adjtistment "RA" Rider (Sheet No. 17i). 

• Rider "l." 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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, 1/M/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 , 

S- NJNG-RD-45 

BPU Dock.et No. GR07110889 
Staff Discovery Requests 

RE: Yardley 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 to 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 an9 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 O&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 total 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 
percent 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 i.n 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 commodity allocated costs 
based upon the introduction of the partial commodity · 
classification and allocation of costs prescribed in (b) above, 

d) Regarding account 376- Distribution Mains, replace the 
current demand/customer classification and allocation with the 
demand/commodity classification prescribed in (b) above, 
Allocate costs to the classes using the modified 
"PEAK_AVERAGE" allocator described above·. 
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1/M/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 OocketNo. GR07110889 
Staff Discovery Requests 

e) Regarding account 380- Services, execute the following 
classification and allocation steps for each of the classes 
RSG-Healing, RSG-Non- Heating, General Service-Small, 
General Service-Large: 
(1) Retain the interclass allocators for Services 

derived/depicted a.I 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) For the allocated costs depicted at the response to S-
NJNG-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 S
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 

Mete.ring 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 booked to 
account 385-lndustrial Measuring and Regulating 
Equipment. Utilize the modified "METERS" allocator 
to derive the revised interclass allocations of Meters 
costs, replacing those depicted at S-NJN.G-RD-35, 
Schedule B-1; 

(2) For the 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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1/M/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 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 allocated Meters investment 
to the demand component. · 

g) Regarding accounts 382.1- Meter Installations and 382.2-
Remote Metering Device Installations, execute the following 
classification and a/location steps for each ·of the classes 
RSG- Heating, RSG-Non-Heating, GSG-Sma/1 and GSG
Large: · 

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

(2) For the allocated costs depicted at the response to S-
NJNG-RD-35, Schedule B-1, Meter Installations and 
Remote Metering Device Installations, classify to the 
customer component lhe cost equivalent to the 
product of the average embedded cost for 
installations of the smallest size meter currently 
conneating 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 
installation of the smallest size meter aurrentty 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 G-1. 
Classify the balance of allocated Meter Installation 
investment to the demand component. 

h) Regarding account 383- House Regulaiors, follow the 
classification and a/location prescriptions outline in (f), above, 
for Meters - acc;ount 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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I/M/0 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 Requests 

i) 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 to provide 
for the customer/demand split developed pursuant to (g), 2, 
above. 

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

k) 

I) 

m) . 

n) 

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 customer component; 
classify to the demand component the balance of costs 
allocated to these classes. 

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 "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. 

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

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

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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I/M/0 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 Requests 

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

p) Customer Accounts 901-905 should be classified and 
allocated as follows. 

q) 

r) 

(1) 

(2) 

(3} 

(4) 

(5) 

Account 901-Supervislon should be classified to the 
demand, customer, and commodity components 
utilizing a new indirect classification factor 
("CUSTOMER_ACCOUNTS") reflecting the 
aggregate· demand, customer, and commodity 
classification of costs for accounts 902 through 904, 
outlined below. The resulting demand, customer, 
and commodity 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" allocators. 

Account- 903- Customer Records and Collection 
expenses should be classifie·d utilizing the "DIST· 
PLANT" classification facior and allocated utilizing 
the "DIST-PLANT_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. 

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

Sales Promotion expense accounts 911 through 916 should 
be classified and allocated consistent with the 
"PEAK_AVERAGE" prescription detailed in (b), above. 



6096894076 Office of Admlnlstratlve law 02:05:26 p.m. 10-30-2019 44 144 

I/M/0 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 Requests 

Attacllmenl G 
Page 6 of6 

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. 
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State of New Jersey 
OFFICE OF ADMINISTRATIVE LAW 

IN THE MATIER OF THE PETITION OF 

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. 

INITIAL DECISION SETILEMENT 

OALDKT. NO. PUC 06769-19 

AGENCY DKT. NOS. GR18101096 

AND GR19030420 

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 pemioner New Jersey 

Natural Gas Company, Attorney of Record: Gregory Eisenstark, Esq., (Cozen 

& O'Connor, attorneys) 

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 Opportunity Employer 

, !44 



6096894076 Office of Administrative Law 02:05:43 p.m. 10-30-2019 

OAL DKT. NO. PUC 06769-19 

Sarah H. S'f:eindel and Felicia Thomas-Friel, 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, P.A., 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.J.A.C. 

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 

GeneraO, Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business Law 

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

Capabilities Development Command, Armaments Center, at Picatinny Arsenal · 

Thomas A. Jernigan, Esq., Utility Law Field Support Center, Department of the Air Force, 

Office of the Judge Advocate General, admitted 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 Jeffrey A. Rockwell, Judge Advocate 

General), Attorney of Record: Kenneth J. Hanko, Esq., Chief, Business Law 

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

Capabilities Development Command, Armaments Center, at Picatinny Arsenal 

John J. McNutt, General Attorney; Regulatory Law Division (JALS-RUIP), Department of 

the Army, Office of the Judge Advocate General, admitted 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.S.Army Combat 

Capabilities Development Command, Armaments Center, at Picatinny Arsenal 

2 . 
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Record Closed: October 30, 2019 Decided: October 30, 2019 

BEFORE JACOB S. GERTSMAN, ALJ Va: 

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 

"Deferred 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 to 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 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 (NJ USA) on June 

19, 2018. PSE&G and NJUSAwere 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.1 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, 2019, a 

1 Transcripts of the public hearings have not been provided to the undersigned and will be forwarded to the 
· Board by the parties. 

3 
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Stipulation 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 Counsel. It 

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

I have reviewed the terms of settlement and I 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 settlement fully disposes of all issues in controversy between the parties 

and is consistent with the law. 

I hereby FILE my initial. decisio.n with the BOARD OF PUBLIC UTILITIES for 

consideration. 

This recommended decision may be adopted, modified or rejected by the BOARD 

OF PUBLIC UTILITIES, which ~y 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 fqrty-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. 52:148-10. 

October 30, 2019 

DATE 

Date Received at Agency: 

Date Mailed to Parties: 

JSG/nd 

4 
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OAL DKT. NO. PUC 06769-19 

APPENDIX 

EXHIBITS 

Jointly Submitted 

J-1 Stipulation of Settlement 

5 
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STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

OFFICE OF ADMINISTRATIVE LAW 

ST!~JE OF H':.W .Jr-:HSEY 
o;:;::~:E Of ;\J/'.:'.. :~:-:.·., 

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 ) 
TON.J.S.A.48:2-21 ANDN.J.S.A.48:2-21.1; ) 
AND FOR CHANGES TO DEPRECIATION ) 
RI\ TES FOR GAS PROPERTY PURSUANT ) 
TO N.J.S.A. 48:2-18 ) 

-AND-

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: 

) 
) 
) 
) 
) 
) 
) 
) 
) 

STIPULATION OF SETTLEMENT 

BPU DOCKET NOS. GR18101096 
AND GR19030420 

OAL DOCKET NO. PUC 06769-19 

Andrew K. Dembia, Esq., Regulatory Affairs Counsel, Gregory Eisenstark, Esq. (Cozen 
· O'Connor, P.C.), John A. Hoffman, Esq. (Wilentz, Goldman & Spitzer, P.A.), and . 

Frederick W. Peters, Esq. (Law Offices of Frederick W. Peters) pro h,,w,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. Anny Combat Capabilities 
.Development Command, Annaments Center, at Picatinny Arsenal, attorney) .. 

. Joseph F. Accardo, 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. GERTSMA!'I, ADMINISTRATIVE LAW 
JUDGE: 

BACKGROUND 

On October 5, 2018, New Jersey 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 ("Defen-ed 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 Dw"ing 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 NJNG's Safety Acceleration and Facility 

Enhancernent.("SAFE") Extension II ("SAFE II") and New Jersey Reinvestment in System 

Enhancement ('.'NJRISE") programs. 
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On March 29, 2019, NJNG filed a Petition with the Board for authority pursuant to 

N.J.S.A. 48:2-21 and N.J.S.A. 48:2-21.1 and N.J.A.C. 14:1-5.12 to: (i) increase its base rates 

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

the cost recovery for the Company's Southern Reliability Link ("SRL") intra-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, 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 case progressed, the estimated data was replaced by 

actual data, and, 011 September 30, 2019, the Company filed its update consisting of twelve 

( 12) ni.onths of actual data ("12 + 0 update"). The proposed annual revenue increase as shown 

in the Company's 12 + 0 update was $134.313 million. 

011 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 I 5, 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. Gertsmari, Administrative Law Judge ("ALJ"). 

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

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

establishing procedures and hearing dates for ihe conduct of this case. 
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The parties to this case are Petitioner, the Staff of the Board ("Board SlafC'), the New 

Jersey Division ofRatc 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 New Jersey Utility Shareholders Association (hereinafter 

collectively referred to as the "Parties")~ 

Pursu~t to appropriatCl notice in newspapers of general circulation within NJNG'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 Freehold Township, New 

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

New Jersey 011 October 3, 2019. Three (3) members of the public appeared at the September 

26, 2019 public bearings 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 writing to more than 600 discovery requests, many of 

which had multiple parts. In addition, discovery and settlement .conferences were held by the 

Parties, with the Company responding to additional inforinal discovery questions, both orally 

and in writing .. 

The Company filed dfrect, supplemental ru1d 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, the Parties conducted 

meetings to discuss settlement, and as a result, this stipulation of settlement ("Stipulation'.') 

9 /44 
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was agreed to by NJNG, Rate Counsel, Board Staff and DOD/FEA (hereinafter collectively 

refen-ed to as the "Signatozy 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 

l. For the calculation of the revenue requirement in this case based on 20-yearweather 

nonnalization, the Signatory Parties agree to a rate base of$!. 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 ofretum is obtained based 

on a capital stmcture of 54.00% common equity with a cost rate of9.60% and 46.00% 

long tenn 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 
Rate of Return 
Operating Income Requirement 

Pro-Parma Operating Income 

Operating Income Deficiency 
Revenue Factor 
Revenue Requirements 

$1,765 million 
X 6.95% 

$122.592 million 

$78.147million 

$44.445 million 
X 1.3995 

$62.200 million 

10 ,44 
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2. 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 thenns ammally will receive an increase of $102.80 or 9. 7 percent in their annual 

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

· 3, This Stipulation finalizes the prudency of the rates approved for SAFE II and NJ RISE 

investments through June 30, 2019. 

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

am011ization for the.following items: 

• Rate Case Expense - This item represents .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. · 
GR1106036I dated June 18, 2012, NJNG agreed that customers utilizing the 
CNG stations built under the CNG Pilot Program will be charged $0.20 per 
therrn to offset the program's revenue requirement. The amount to be 
amortized for this item is a credit of$0.439 million. The defo1rnl of the CNG 
charge will cease coincident with the end of the Test Y car 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. 

11 /44 
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5. -The base rate revenue increase agreed to in this Stipulation reflects an adjustment for 

consolidated federal income taxes. 

6. The Signatory Parties recognize that the Margin Revenue Factors and the monthly 

Baseline Usage per Customer ("BUC") set forth in NJNG's cun-ent Conservation. 

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

CIP tm·iff 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 herein as 

Attachment A. 

7. The Signatory Parties agree the Company's composite depreciation rate shall be 

increased from the cu1Tently-approved rate of2.40 percent to 2.78 percent. The 

overall composite rate of2.78 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 

8. NJNG agrees to conduct the analyses set forth in Attachment C to this 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 repo1is, 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 

12 /44 
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Attachment D. NJNG commits to continue meeting the customer service 

benchmarks specified in Attachment D. 

Southern Reliabilitv Link ("SRL") Phase II 

1 O. NJNG 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. 

GR J 8101096. 

Service Agreements 

12. The Signatory Parties agree that upon the Board's issuance of a final Order approving 

this Stipulation, the cun·ent Service Agreements are acceptable and shall be deemed 

approved, a,nd thatBPU Docket No GR08030415 will be closed. 

Tariff 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 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. 

13 !44 
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14. 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. 

15. The Signatory Parties agree that NJNG's proposed new natural gas vehicle ("NGV") 

taiiff for company-owned NOV facilities on customers' premises shall not be 

implemented 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. 

GR07 I I 0889 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 methodology 

by the Company. The Comp.any, as well as any other party to that future proceeding, 

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

DOD/F'EA Issues . 

17. 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. 

18. The Signatory 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 ?n 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 

14144 
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rate or discounted rate for the various DOD installations served by the 

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

necessary infonnation, 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 

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

$0.0011 per them1 based on the pre-tax rate of return of 8.97% agreed to herein and 

tl1e resulting after-tax Balancing Charge is $0.1088 per therm, a decrease of $0.00 l 0 

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 pipeli'ne 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 finn 

volumes from whicli the pipeline demand portion of the balancing charge is 

detennined will also be updated. The Company's recalculation will be subject to 

15144 
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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. 

MISCELLANEOUS 

23. The undersigned Signatory Parties stipulate a.nd 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 interests, 

contains interdependent provisions and, therefore, is intended 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 Party aggrieved thereby 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. 

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

on them for all purposes herein. 

25. 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 
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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 Pa1ties 

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.J.S.A. 48:2-40. 

26. The Signatory Parties request that this Stipulation be considered at the Board's 

November 13, 2019 regularly scheduled Agenda Meeting. 

27. 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 delivery shall be 

sufficient service of the Order. 
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WHEREFORE, the undersigned Signatory Parties hereto respectfully submit this 

Stipulation to Your Honor and the Board for its review and request(!) the issuance ofan 

Initial Decision approving .this Settlement in its entirety in accordance with the tcnns 

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

contained herein tlu·ough an Order on all rate and tariff issues. 

By: 

By: 

NEW JERSEY NATURAL GAS COMPANY 
PETITIONER 

DIVISION OF RA TE COUNSEL 
STEFANIE BRAND 
DIRECTOR 

, '1 I,__._ .. -- -~ I ,...> g, )l.,IJ'.t"- ··.if. · 'o,7y4'rde,1 f, f, ~ ~; 
SARAH I-I. STEINDEL I 
ASSISTANT DEPUTY RA TE COUNSEL 

GURBIR S. GREW AL 
ATTORNEY GENERAL OF NEW.JERSEY 
Altomey for Staff of the Board of Public Utilities 

~. A~a-~,-,014 
RENEE GREENBERG 
DEPlJTY ATTORl\'EY GENE, L 
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UNITED STATES DEPARTMENT OF DEFENSE/FEDERAL 
EXECUTIVE AGENCIES 
INTERVENOR 

By: 
KENNETH J. HANKO, Esq. 

Date: October'al, 2019. 

LEOAL\4317335912 
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BPU No. 10- Gas Original Slteet No. 178 

RIDER "I" 

CONSERVATION INCENTIVE PRQGRA/}1 CTP 

Applicable to the following service classifications: 

/, 

RS Residential Service 
GSS General Service - Small 
GSL General Service - Large 
ED Economic Development 

DEFINITTQN OF TERMS AS USED HEREIN 

1. Aciuul Number of Customers - 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 
("ClP") 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 
Adjustment. 

2. Actual Usage pe1· Cw,tom,e, the Actual Usage per Customer(" AUC") shall be detem1ined 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. Apustme11t Period - shall be the year beginning immediately following the conclusion of the Arurnal 
Period. 

4. A121mal Period - shall be the twelve consecutive months from October I of one calendar year through 
September 30 of the following calendar year. 

5. Av,.,·age B M@U• Common Edujft> Bqlqnce - shall be the common equity balance at the beginning 
of the Annual Period (i.e., October I) and the month ending balances for each of the tweh,e months in 
the Annual Period divided by thirteen (13). 

6. Ba•elfne Usqge 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 CJP applies. The B UC shall 
be rounded to the nearest one tenth of one therm. 

Date ,,f Issue: , 2019 
T.u·uetl by: · Marie G. Kal11·er, Vice President 

Wall, NJ 07719 

Effective for sen1ice rendered 011 

and after Novembe,- JS, 2019 

Filed pursuam to Order of the Board of Pllblic Utilities elltered ht 
Docket No. GR19030420 
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RIDER "I" 

CONSERVATION INCENTIVE PROGRAJII - CIP (Continued/ 

7. Customer Class Group - For purposes of determining and applying the CIP, customers shall be 
aggregated into four separate recovery class groups. Toe Customer Class Groups shall be as follows: 

Group I: RS (non-heating customers only) 
Group ll: RS (heating customer~only) 
Group J!I: GSS, ED using less than 5,000 therms annually 
Group IV: GSL, ED using 5,000 therms or greater annually 

8. Fore<·qst A1111ual Usqge - the Forecast Annual Usage ("FAU") shall be the projected total annual 
throughput for all customers within the applicable Customer Class Group. Tho FAU shall be estimated 
based on normal weather. · 

9. J129rgme11ta[Lgrge Custqme,. Count Adjuffment the Company shall maintain a list of incremental 
commercial and industJ.ial 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 industlial 
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 tbe impact of 
all such incremental commercial or industrial etJstomers. Specifically, the In.cremental Large 
Customer Count Adjustment for the applicable month shall equai the aggrcgate·conneeted load for all 
active customers that exceed the 5,500 CFH threshold divided by 2,750 CFH less the number of active 
customers, rounded to the nearest whole number. 

l 0. Margit• Revenue Facto,- the Margin Revenue Factor ("MRF") 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): 
Group II (RS heating): 
Group Ill (GSS, ED using less than 5,000 therms annually)· 
Group IV (GSL, ED using 5,000 therms or greater annually) 

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

Date of Issue: , 2019 
Issued by: A1al'k G. Kahrer, Vice President 

Wall, NJ 07719 

$0.4599 
$0.4599 
$0.4057 
$0.2707 

Effec"li1•efor service rende1·ed 011 
and after Nm•cmber JS, 2019 

Filed pursuant to Order ofrhe B<Jard of Public: Utilities entered bi 
Docket No. GRJ9030420 
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RIDER"!" 

CONSERVATION INCENTIVE PROGRAM CIP (Continued) 

II. BASELINE USAGE PER CUSTOMER 

The .BUC for each Customer Class Group by month are as follows: 

Group Ill: Group IV: 
Group I: Group II: GSS, ED using less GSL, ED using 

RS RS than 5,000 therms 5,000 therms or 

Month Non-Hgatin2: li!i:a1iDi annually "'l'tlll~r snnJ!alll! 

Oct. 13.2 43.7 49.8 901.2 

Nov. 10.8 94.9 '· 117.5 1,678.0 

Dec. 15.4 163.9 212.6 2,611.5 

.Ian. 16.9 191.4 259.1 3,002.3 

Feb. · 15.9 163.3 228.5 2,514.6 

Mar. 13.7 122.3 165.1 1,879.5 

Apr. I 1.0 78.0 91.4 1,413.6 

May 9.7 39.8 37.2 898.1 

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. 13.5 ---1bZ 19.7 483.0 

Total Annual 165.3 984.1 1,247.9 I 7,052.2 

Tbe BUC shall be reset each time new base rates are placed into effect. 

Ill. DETERMINATION OF THE CONSERVATTQN INCENTIVE PROGRAM RATE 

1. At the end of the Annual Period, a calculation shall be made that detcm1ines for each Customer Class 
Group the 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 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 them1s by the Margin Revenue Factor. 

Date of Issue: 
Issued hy: 

, 2019 
;'\>Jal'k G. Kahrer, Vice President 
Wall, iVJ 07719 

Filed pursuallt to Ordel' oftlze Board of Public Uti/Wes entered ill 
Docket No. GRl9030410 

Effective for san1ice 1•e11dered ()fl 

aud afterN(1l'embcr 15, 2019 
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RIDER "I" 

CONSERVATION INCENTIVE PROGRAM- CIP (Continued) 

2. ·me 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: 

· Consum'ption Factors per customer (therms per customer 
· per degree day) 

Degree Group II-
Month Days Residential Heating Group III- GSS Group IV- GSL 

October 244 0.1237 0.1828 1.7462 
November 510 0.1644 0.2260 2.2656 
December 811 0.1882 0.2680 2.6026 
January 977 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 1.8671 
May 126 0.1429 0.1691 1.6262 

These consumption factors per customer shall be multiplied 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 th~ 
consumption factors, and multiplying the result bythe margin revenue factors as defined in Section I. I 0. 
of this Rider. 

3. Recovery of margin deficiency associated with non-weather related changes in customer usage will be 
subject to a BOSS savings test and a Margin Reyenue recovery limitation ("recovery tests").' Recovery 
of non-weather related margin deficiency will be limited to the smaller of ( l) the level of BGSS savings 
achieved wp.en such savings are less than 75 percent of the non-weather related margin deficiency, i.e. 
BOSS. savings test, and (2) 6.5 percent of variable margins for the CIP Annual Period, i.e., Margin 
Revenue recovery limitation. Any amount that exceeds the above 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 amount 
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 III.2. oft;his Rider I. 

Date of Issue: 
Issued by; 

, 2019 
lrlark G. [(alrn!t', Vice President 
Wu/I, NJ 07719 

Filed pursu•nt to Order of the Board of Public Utilities entered in 
Docket No. GR19030420 

Effectb,e for servia rende,·ed cm 
and after N?vembe,· 15, 2019 
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NEW JERSEY NATURAL GAS COMPANY 
Attachment A 
Page 5 of6 

!JPU No. JO· Gas Oriqi11al Sheet No. 182 

RIDER "I" 

CONSERVATION INCENTIVE PROGRAM- C/P (Continued) 

4. In addition, the C!P. 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 Annual Period; 

· any portion which is not recovered shall not be deferred. For purposes of this secti.on, the Company's 
rate of return on common equity shall be calculated by dividing the ComP.any'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 
(!) other income, net of associated taxes, (2) margins retained from Off~System Sales and Capacity 
release, net of associated taxes, (3) margins retained fr~m the Storage Incentive Program, net of 
associated taxes, and (4) margins retained from the energy efficiency prog,:ams of Rider "F", net of 
associated taxes. -The Company's average thirteen-month common equity balance for any Annual Periotl 
shall be the Gompany's average total common. equity less the Company's average common equity 
investment in unregulated subsidiaries. 

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

IV.. TRACKING THE OPERATION Of THE CONSERVATIQNINCENTIVEPRQGRAM 

The revenues billed, ·or credits applied, net of taxes and assessments, through the application of the 
Conservation Incentive Program Rate shall 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, c. 192, as amended by P.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 included therein. · 

Dare of Issue: , 2019 
. hmuui by: 1l1ark G. Kahrer, Vi<:e President 

Wall, NJ 07719 

Effecth•efol' sen•ice nmdered 011 

and after November 151 2019 

Filedpursua11t to Order oft/le Board of Public Utilities e11tered i11 
Docket No. GR19030420 
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Page 6 of6 
NEW JERSEY NATURAL GAS COMPANY 

BPU ,\'t> . .10 - Gas Original Sl1eet No. I S3 

RIDER "I" 

CONSERVATION INCENTIVE PROGRAM - CIP /Colltinued/ 

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

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

Group I (RS non-heating): 
Group 11 (RS beating): 
Group III (GSS, ED using less than 5,000therms annually): 
Group IV (GSL, ED using 5,000 therms or greater annually): 

$0.0690 
$0.0079 

($0.0208) 
($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 issue: 
/ss,ied b,v: 

, 2019 
it/ark G. Kahl'er, Vice P1•esidem 
Wall, NJ 07719 

Filed pursua11t to Order oftlte Board of Public Utilities e11tcred i11 
Docket No. GRJ9030420 

Effecrive for seri)ice rendered 011 

a11d after November 15, 2019 
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Attachment B 

NEW JERSEY NATURAL GAS StelcmenlA 
Comparison of Current and Proposed Accrual Rates 

Filed: VG Procedure I RL Technique 
Settled VG Procedure/ RL Technique 

Cucreot Proposed 

Account Description Investment Net Salvage To!al lnve:stmenl Ne1 Salvage Tot;)I 
< • ' D•Bo,(: ' O•E·~ 

STORAGE AND PROCESSING PLANT 
361.00 Structures and Improvements 1.50% 0.13% 1.63% 1.31% 0.12% 1.43% 
362.00 Gas Holders 0.94% 0.38% 1.32% 0.94% 0.38% 1.32% 
363.20 Vaporizing Equipment 2.18% :1.07% 1.11% 2.30% -1.14% 1.16% 
363.30 Compressor Equipment 2.02% 0.10% 2.12% 1.85% 0.09% 1.94% 
363.40 Measuring and Regulating Equipment 0.89% 0.05% 0.94% 2.64%. 0.14% 2.78% 
363.50 Other Equipment -2.61o/e •0.15% -2.76% •3.93% -0.21%. -4.14"/o 

Total Storage and Processing Plant 1.04% -0.18% G.86% 1.81% -0.16% 1.66% 

TRANSMISSION PLANT 
366.00 Structures and Improvements 3.09% 0.31% 3.40% 3.13% 0.30% 3.43% 
067 .00 Mains. 1.67% 0.77% 2.44% 1.49% 0.88% 2.37% 
369.00 Meaturing and Regulating Equipmorit 2.04°/. 1.53% 3.57% 2.03% 1.52% 3.55% 

Total Transmission PIAnt 1.75°/ ... 0.91% 2.66% 1.60% 1.00% 2.60% 

DISTRIBUTION PLANT 
375'01 Structutes and Improvements 1.66% 0.04% 1.70% 1.77% 0.07% 1.84% 
376.00 Mains - Slee! 1.66% 1.19% 2.85% 1.49% 1.34% 2.83% 
376.26 Mains a Plastic 1.11% 0.28% 1.39% 1.53% 0'.91% 2.44% 
378.00 Meas. and Reg. Station Equip. - General· 2.84% 2.25% 5.09% · 3.22% 2.49% 5.71% 
380.01 Services - Steel 1.84% 0.56% 2.40% 1.60% 0.79% 2.39% 
380.21 Services • Plastic 1.11% 0.10% 1.21% 1.57% 0.92% 2.49% 
381.00 Metel'S 2.84% 2.84% 3.16% O.On'o 3.23% 
382.00 Meter Installations 2.63% 1.45% 4.00% 2,96% 1.55% 4.51% 
383.00 House Regulotor$ 
384.00 House Re~ulator 1nst.alla1ions 
385.00. Meas. and Reg. Equipment - Industrial 2.43% 0.26% 2.69% 3.42% 0.35% 3.77% 
387.00 Other Equipment 5.73% 0.84%: ~ 7.87%! 115% 9.02% 

Total Distribution Plant 1.41% 0.44% '1.85% 1.72% 0.98% 2.70% 

GENERAL PLANT 
Depreciable 

390.02 Leasehold Improvements 4.04% -0.62% 3.42% 2.48% -"-1.00% 1.48% 
392.00 l'ranspartatlon Equipment 12.85% -2.18% 10.67% 4.57% -, .48'/o 3.09% 
396.00 Power Oper~ted Equipment :1,60% 4.60% 0.19% 0.19% 

Tot.ii Oepreclable 10.16% -1.69% B.47% 3.88% -1.31% 2.57% 

Amortlzable 
391.01 Furniture, Fixtures and Equipment 2.35% 2.35% - 25 Yeor Amortization - 2.35% 
391.02 Information Systems 10.48% 10.48% -- 10 Year Amortization - 8.81% 
391.03 Data Handling Equipment 4.28% 4.28% -10 Year Amortization ..... 5.60% 
391.04 Computer Software 19.32% 19.32% -10 Year Amortization ..... 7.42% 
393.00 Stores Equipment 2.18% 2.18% -35 Year Amortization -1 2.18% 
394.00 Tools, Shop and Garage Equipment 4.90% 4.90% - 20 Year Amortization - 4.90% 
395.00 Laboratory Equipment · 2.84% 2.84% - 35 Year Amortization - 2.84%, 
397 .OD Communication Equipment 5.55"/o 5.55% - 20 Year Amortizauon -. 1.12% 

Total Amortizable 11.76% 11.76% ~- G.36% 

Tot.al General Plant 11.26% -0.53% 10.73% 5.58% -0.41% 5.16% 
TOTAL UTILITY 1.9% 0.4% 2.4% 1.90% 0.88% 2.78% 
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Attachment C 
Page 1 of l 

NJNG Base Rate Case & Deferred Accounting Filing 
BPU Docket No. GR18101096 and GRI9030420 . 

For projects in whicl1 a new transmission main is being installed and an existing transnnssion 
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 inclu.de 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. 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 se,vice lines are being retired. 

NJNG 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 li11es when no new 
facilities arc 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. 

NJNG 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. Separately 
for each of the five different ways NJNG uses to install new service lines, as shown in RCR
DEP-44, KJNG 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). ln 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 covering materials 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 Mch project studied 
showing the facilities retired, the facilities installed, the excavations, and the activities that 
occurred in each excavation. 
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NJNG Base Rate Case 2019 
DocketNos.GR18101096 and GR19030420. 

WALK-IN CENTERS 

Attachment D 
Page 1 of4 

The Company shall continue efforts to educate customers regarding the availability 
ofNJNG walk-in customer service centers as a place to pay bills, without a fee, and to 
educate customers about any other services offered at the walk-in center. NJNG will focus 
these efforts on the Asbury Park and Lakewood communities. Those efforts may include bnt 

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 disabi!ides. 

2. Creating visual advertising or brochures about the availability of walk-in centers 
which may be displayed or distributed by or within community organizations. 

3. 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. 

4. 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. 

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

28/44 
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CUSTOMER SERVICE STANDARDS 

02:11:11 p.m. · 10-30-2019 · 

Attachment D 
Page 2 of 4 

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 perfonnancc in relation to the following metrics. These Customer Service 
Standards for quarterly and/or annual reporting will continue to be provided to Rate 
Counsel and Board Staff as agreed in the Company's prior base rate case proceeding, 

BPU Docket Number GRl 5111304, as set forth in the Board's ·Decision and Order 
Approving Stipulation dated September 23, 2016. 

1. Call Center 

(A) Percentage of Calls Answered Vlithin 30 seconds 
Measure: Service Level 
Benchmark: 80% of calls answered within 30 seconds 
Definition: .Measured i11 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 calls abandoned 
Definition: The number of calls to the lVR system that are 

tem1inated by the caller before reaching the selected destination. 
Measured monthly, reported quarterly. 

(C)Average Speed of Answer (ASA) 

Measure: ASA 
Benchmark: rrack a11d monitor only. 
Definition: Measured in seconds from time when a 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) Meter Reading 
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. 

29144 
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(B) Meter Reading by Town 

02:11:23 p.m. 10-30-2019 

Attachment D 
Page 3 of4 

Measure: Percentage of all meters read listed by each town within 

the Compa11y's ten-itory 

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 fewetrebil\s per 1,000 customers 
Definition: The number ofrebil!s per 1,000 customers measured as all bills 

mailed to customers that are later adjusted, cancelled orre-issued. 
Measured monthly, reported quarterly. 

3. 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 measured from· 
the initial customer call to the time qualified personnel an·ive at the 
location to either assess or implement a "make safe" condition. 

Measured monthly, reported quarterly. 
Exception reporting: Provide a quarterly report Lo Lhe 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 appointments met 
Defmition: The percentage of appointments completed within the four-hour 

window scheduled, as required by Board rules. includes appointments for meter 
installations,. disconnects and reconnects, billing investigations, i11itial and final 

meter reads. Excludes regularly scheduled meter reads, gas 
leaks/emergencies/outages, and appointments missed by the customer. 

Measured monthly, reported quarterly. 

30 /44 
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4. Oveull Customer Service and Satisfaction 

(A) BPU Complaints 
Measure: Customer complaints/contact to the BPU 

02: 11 :35 p,m, 10-30-2019 

Attaclunent D 
Page_4of4 

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

annually 

Definition: The number of verbal or wiitten complaints/contacts 
made to the BPU, not including complaints to the Company, which 
are measured as an annual average number of complaints per 1,000 
customers. Tue 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 i,nternal goal for FY 
2015) 
Definition: The weighted percentage ofresponses with a rating of 
six or greater, on a ten point scale, to the question "overall 
satisfaction with NJNG'' on the Transaction Survey. The 
percentage is weighted based on the number of transactions that 
occur for each of the areas surveyed. Measured monthly, reported 
quarterly. 

31 /44 

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. Tue 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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NewJersey Natural Gas Company 
Base R;UH Jnd Revenues at Present and Proposed Rales' 

Component 
(•) 

RMidentii!f s~r,,lee 

Customer cnor9e 

Volum~lriu Clurrge 

CIP Re.venues 
rot.iii Dt1isr: Rovonuc:, 

Amount 
(bl 

Unit¥ 

(•) 

15,067,661!, Bl!ls 

o486,292,G04 Thorm~ 

General St!rv19'1 small fless rnan 5 ooo Annual Tnerms) 

Customer Ch;irge 365,724 Bills 

Volumelric Charge 

Volumetric Charge - NC 
CIP Rove.,ues 

Total Ba$e Revenuos 

38,490,990 Therms 

65,308 Therms 

~eneral Servicu larg§: {5,000 + Annu;il Therms} 

Cus!omer Charge 97,816 ems 
Demand Charge 10.7GB,003 Th!rms 

Volumclrit Charge 138,936,648 Therms 

Vofvmetrle Charge - A/C 169,569 Therms 

CIP Revenues 
Total Base Revenuu 

i::irnt Tr;a<'l,.(!ort3t,an ~P.Mct,:• 

Cuslomar Charge 1.423 Bills 

Dom:md Charg• 2,2~,9B3 Therms 

Volumetric Cha.rg• 24,691,308 Therms 
Total Base Revenues 

s 

s 

$ 

$ 

P~HnlRates 
~ Revenue; 

(d} {•) 

RS 

8,25 $ 50,0G7,,412 

0.3761 182,894,648 

. 1,239,570 

$234,191,638 

GSS 

ZC:.01 s 9,145,757 

0.3<!93 13.444,903 

0,0742 4.846 

f95§~ 
S 21,037,902 

GSL 

51.17 s 5,005.265 

1.7263 18.610.339 

0.2712 37,679,619 

0.0742 12,582 

(535.5~7) 
$60,772,269 

FT 

2S4.42 s. 361,956 

1.8592 '4,266,832 

0.0748 l B!!S: S:lll 
s 6,475,698 

' 

s 

• 

Attachment E 
Page, of 2 

Proposed Rates 

en 

9.:10 

OASOO 

31.89 

0.4057 

0.0664 

73.50 

2.4.000 

0.2707 

0.0864 

RS 

• 

GSS 

$ 

• 

GSL 

• 

$ 

FT 

S 254.42 S 

1.8592 

0.0748 
s 

(9) 

ss,g13.1&1 

223,G<15,96Q 

280,559,730 

11,002,939 

15,61!5,795 

5.773 

27;284,507 

1,,89.~5 

25,843,207 

37,610.151 

14,990 

10,6~1.e:sJ 

361,956 

4.266.832 

1 846 91Q 
6,475,698 
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New Jersey NatLiral Gas Company 
Base Rates and Revenues at Pru,nt and Propo:secl Rates 

Component 
(a) 

Cu:)lomcr Chorge 

o,un.iind Ch1;11·uc 

Volum(l\rlc Charg~ • Winlo:11 

Velumetrlc Chlll'9= • Summer 
Total Base Revenui?S 

~ 
(b) 

lll1!!f. 
(cl 

178 Bille 

327,213 Theim, 

2,513,216 Therm$ 

2,729,113 Thtlrm:s 

Natural Gas Vehicle/ Compressed Natural Gas Service 

Customer Charge 60 Bills 

Volumetric Charge 

CNG Charge 
Total Base Revenues 

1,332,706 Therms 

658,720 Therms 

TOTAL SYSTEM BASE DISTRIBUTION REVENUES 

$ 

$ 

Prestnt Rates 

Ea!! 
(di 

DGC 

S0.64 $ 

1,4004 

0,0604 

R•vtnup 
I•) 

a,g92 

'158,220 

151,79$ 

(11 320 

700,347 

0.029B ___ y; 

$ 

NGV_ICNG 

51,90 $ 3,114 

0.1695 '225,894 

' ?Z,,OOB 

S 324,006,942 

02:11:56p.m. 10-30-2019 
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Proposed R11t11s 

(g) 

C 

s 7S.M s 13,M? 

1.7800 582.1140 

0.0615 16~,5S3 

0,0309 §,(330 

' 034,649 

NGV/CNG 

$ 75.00 $ 

0.2014 

0.2000 

Increase 
TARGET l11e~11:ic 

Difference 

• 

$ 

4,500 

268,407 

131 744 
404,Gt'l1 

386,217,087 

62,210,145 
62 200,aoo 

$10,145 

33 !44 
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NJNG Base Rate Case GR19030420 

NEW JERSEY NATURAL GAS COMPANY 

Attachment F 
Page 1 of5 

New Jersey Narural 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. Descriptions of the significant changes to the Tariff are presented 'in the 

following sections: 

J. Standard Terms and Conditions 

II. Firm and Non-Firm Service Classifications 

Jll. Service Classification Marketer and Broker Requirements ("MHR") renamed . 

Third Party Supplier Requirements ("TPS") 

JV. Service Classification Fostering Environmental and Economic Development 

("FEED") 

V. Riders 

I. Standard Terms and Conditions 

• 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 .. 

• Section 2. 6 Account 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. 

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

Modified the amount of a deposit to be waived frorri less than $500 to $3,000 or less. 

34 !44 
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Attachment F 
Page 2 of5 

• Section 4.3 Land Development Main Extension and Se111ice Line Connections (Sheet No. 

l.1ll 
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 distribution revenue for the applicant's ultimate residents under 

contract. 

• Section 5.4 Change in Existing Installations (Sheet No.191 

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. Department of Transportation, to provide customers the right to request to have an 

Excess Flow Valve ("EFV") installed on their exisling gas service line at their own expense. 

111e 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 Rcg)llations at 49 CFR Part 192. 
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Attachment f 
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II. Firm and Non-Firm Service Classifications 

• Modifications to the General Service - Small ("GSS") customers (Sheet No. 56) and Genera_! 

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 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 limit supplies delivered 

during pipeline OFO restrictions (Sheet No. 71). 

• Addi Lion of a provision to Service Classification EGS to address the acceptable t_olcrance for 

any positive imbalance, where a customer uses Jess 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 gaUon 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 Incremental Gas Service ("!GS") lo ensure 

that customers under Service Classification !GS 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 !GS service is provided (Sheet No. 86). 
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Attachment F 
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III. Service Classification MBR renamed TPS 

• Conditions Precedent (Sheet No. 88) 

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

on the Company's system. 

• iT. DGC-FT. CNG, NGV Commercial. and JS (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 lo 

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

• Pavment (Sheet No. 97) 

Addition of a provision to reserve NJNG's right to cease new enrollments for a TPS in 

a1Tears and to indicate that the Company may remove a TPS from NJNG's system in the 

event the TPS.is in a1Tears. 

IV. Service Classification FEED 

• Eliminate Service Classification FEED. 
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Attachment F 
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V. Riders 

• Rider "E·"·' NewJersev's Clean Energv Program ("NJCEP") 

o Modification to the carrying 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 "RA" Rider (Sheet No. 17 J ). 

• Rider "I" GIP 

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 orr equity test lauguage 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. l 82 ). 
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RE: Yardley 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 to 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 specific modifications listed below, as is the case within the 
original DPY -5 COSS. Class.ification and allocation of Accumulated 
Reserve for Depreciation and O&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 total 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 
percent 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 tlie "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_A VE RAGE" allocator and to the additional accounts 
specified below. 

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

d) Regarding account 376- Distribution Mains, replace the 
current demand/customer classification and allocation with the 
demand/commodity 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-Heatlng, RSG-Non- Heating, General SeJVice-Small, 
General SeJVice-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, 
SeJVlces; 

(2) For the allocated costs depicted at the response to S-
NJNG-RD-35, Schedule B-1, SeJVices, classify to the 
customer component the cost equivalent to the 
product of the average embedded cost of the · 
smallest size seivice 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, defiate the marginal 
(replacement) cost of the smallest size service 
currently being installed utilizing the average seivice 
life for these seivices (data from the response to S
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 Seivice-Small, General Seivice-Large: 
(1) Modify the "METERS" allocator for 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 booked to 
account 385-lndustrial Measuring and Regulating 
Equipment. Utilize the n,odified "METERS" allocator 
to derive the revised Interclass allocations of. Meters 

. costs, replacing those depicted at S-NJNG-RD-35, 
Schedule B-1; 

(2) For the 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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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 seNiCe 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 allocated Meters investment 
to the demand component. 

g) 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 
RSG- Heating, RSG-Non-Heatirig, GSG-Small and GSG
Large: 

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

(2) For the allocated costs depicted at the response to S-
NJNG-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 
available, deflate the marginal (replacement) cost for. 
installation of the smallest size meter currently being 
installed utilizing the average seNice 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 G-1. 
Classify the balance of allocated Meter Installation 
investment to the demand component. 

h) 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 
allocation but revise the classification to provide for the 
customer/demand split developed pursuant to (f), 2, above. 
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· 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 to provide 
for the customer/demand split developed pursuant to (g), 2, 
above. 

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 customer component; 
classify 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 "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. 

I) Distribution Operations account 876- Metering and Regulating 
Station Equipment- Industrial should be classified and 
allocated consistent with the plant account 385 outlined in G) 
abov_e. 

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

Customer Accounts 901-905 should be classified and 
allocated as follows. 

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

(2) 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" allocators. 

(3) Account- 903- Customer Records and Collection 
expenses should be classified utilizing the "DIST· 
PLANT" classification factor and allocated utilizing 
the "DIST-PLANT_C," "DIST-PLANT _D", and "DIST
PLANT_E" allocators. 

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

(5) 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 908-91 O should 
be classified and allocated consistent with the 
"PEAK___AVERAGE" prescription detailed in (b), above. 

r) Sales Promotion expense accounts 911 through 916 should 
be classified and allocated consistent with the · 
"PEAK___A VERAGE" prescription detailed in (b ), above. 
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s) Regarding Adrninis!rative 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. 




