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BY THE BOARD:

By this Order, the New Jersey Board of Public Utilities (“Board”) is considering a stipulation of
Settlement (“Stipulation”) executed by South Jersey Gas Company (“South Jersey” or
“Company”), the New Jersey Division of Rate Counsel (“Rate Counsel”) and Board Staff
(collectively, the “Parties”).

BACKGROUND AND PROCEDURAL HISTORY

On June 28, 2013, South Jersey filed a petition with the Board ("Board") seeking approval of a
modified Standard Gas Service Agreement ("the Agreement”) to be effective October 1, 2013
under the Company’s Tariff for Gas Service, Electric Generation Service — Large Volume
("EGS-LV") Rate Schedule and a Standard Gas Service Agreement EGS-LV Addendum
("Addendum") with its customer, TELP-1 (“TELP”), a Delaware corporation and a subsidiary of
Pepco Energy Services, Inc.

South Jersey is also requesting confidential treatment for the petition and Agreement and
Addendum. South Jersey filed both a confidential un-redacted copy and a public redacted copy
of the Agreement. According to South Jersey, if the reduced rates are made available to the
public, South Jersey's competitors will be able to offer similar or lower rates to South Jersey's
customers, and thereby unfairly compete with South Jersey. Moreover, if future customers of



South Jersey are made aware of the reduced or negotiated rates made available by South
Jersey to TELP, those rates will become a *floor” to future customers. Thus, future custormers
will insist on having available the lowest rate which has been made available to other
customers.

According to the petition, TELP owns and operates what is commonly known as the Midtown
Thermal Plant located at 1825 Atlantic Avenue, Atlantic City, New Jersey. The Midtown
Thermal Plant provides multiple Atlantic City venues with energy services from a central
production facility.

TELP also owns and operates a 5.4 megawatt combined heat and power ("CHP") facility located
at the Midtown Thermal Plant that provides steam and chilled water to the Claridge Hotel and
Casino, Caesar's Hotel and Casino, Bally’s Hotel and Casino, Caesar's Pier Shoppes, Trump
Plaza Hotel and Casinc and Boardwalk Hall in Atlantic City, New Jersey. [n addition, the CHP
produces electricity used to cover parasitic loads. Any excess eiectricity not ulilized by the
facility is sold into the PJM grid at Locational Marginal Pricing (“LMP") on an hourly basis.

The petition represents that the CHP replaced less efficient, older gas fired boilers that were
previously in use at the Midtown Thermal Plant. In addition to the gas service supplying the
CHP, the Midtown Thermal Plant has continued to take service from South Jersey under Rate
Scheduyle LVS-FT for firm service up to 1,400 MCFD for boiler use.

On June 1, 2013, TELP and South Jersey entered into a modified Agreement whereby South
Jersey agreed to sell and deliver and TELP agreed to purchase and pay for gas delivery service
under South Jersey's Rate Schedule EGS-LV for use at the CHP facility.

Pursuant to Special Provision (e) of South Jersey's EGS-LV Rate Schedule, South Jersey may
offer a D-1 demand charge and C-3 commodity charge on a negotiated basis so long as the D-1
charge taken in combination with the iimited firm C-3 charge, if appficable, is not tower than an
amount sufficient to generate a reasonable return on capital investments made by South Jersey
and recovery of marginal and embedded costs, including depreciation, to provide service under
Rate Schedule EGS-LV. If such an offer is made, it shall be based upon cost of service and
value of service considerations including such factors as: (1) proximity of customer to the
Company’s transmission lines; (2) whether the customer will ulilize the Company’s interstate
pipeline capacity; (3) whether the customer will provide its own gas supply, and (4} other
pertinent factors.

In reaching the negotiated rate, South Jersey represents that it took into account cost of service
and value of service considerations consistent with Special Provision (e). Specifically, TELP will
not use South Jersey's interstate pipeline capacity but rather, will provide its own gas supply to
the City Gate Station.

Moreover, TELF and the Company assert that several energy efficiency projects have been
implemented at the Midtown Thermal Plant, including by the addition of variable frequency
drives {o the cooling tower, condenser water pumps improvements and automation controls to
help ensure that the plant runs on the lowest electric consumption to meet the system’s needs.
As a result of the use of the CHP facility, South Jersey and TELF maintain that electricity is also
being produced more efficiently and cleanly to the benefit of the residents of Atlantic City and
New Jersey.
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The petition also noted that the New Jersey Energy Master Plan ("NJEMP") has called for 1,500
megawatts of CHP generation and that TELF's CHP generation capacity will contribute to the
NJEMP goals. According to TELP, having a reduced rate will assist in offsetting the capital
costs of the CHP project and make the project economical over the long term. Service to
customers under the EGS-LV tariff are subject to collection of the full Societal Benefits Charge
(“SBC") set forth in South Jersey's SBC tariff, except for service certified as attributable to “sale
for resale” electric service.

Rate Counsel and Staff propounded discovery upon the Company, and all such discovery has
been answered. In addition to the many wiitten discovery responses, the Parties also held
discovery/settlement conferences in this matter. On March 5, 2014, South Jersey, Rate
Counsel, and Staif executed a Stipulation whereby the Parties have resolved the issues in this
matter.

STIPULATION

The Stipufation provides for the following:

o The parties agree that South Jersey and TELP, through mutual consent, may modify the
contract demand under the Agreement without further approval of the Board, but not
more frequently than once in a twelve-month period.

o The parties agree that the Agreement should be approved effective upon service of the
Board order approving this Stipulation unless a later date is indicated in the Order
pursuant to N.J.S.A. 48:2-40.

o The Parties agree that with respect to the request for confidential treatment of certain
information that is claimed to be commercially sensitive or proprietary, that if and when a
request for release of such data is made under the Open Public Records Act N.J.S A,
47:1A-1 et seq., pursuant o N.J.A.C. 14:1-12, then the Board’s Custodian of Records
should decide this issue. The parties further agree that until such {ime as the Board's
Custodian of Records renders a decision, such information shall continue to be treated
as confidential information.

DISCUSSION AND FINDINGS

After reviewing the petition, the TELP Agreement and Addendum, and the Stipulation, the Board
is salisfied that the TELP Agreement will not have a financial impact on other ratepayers. The
Board is also satisfied that the TELP Agreement meets the requirements of the Company’s
previously approved tariff for EGS-LV. Therefore, the Board HEREBY FINDS that this project
qualifies for Special Provision (e) of South Jersey's EGS-LV tariff given that (1) the use of CHP
is consistent with the NJEMP and that approval of the Agreement will enable TELP to run the
CHP more economically while providing cleaner energy in a more efficient manner, and (2) the
Agreement provides a sufficient return on capital investments made by South Jersey along with
recovery of marginal and embedded costs,
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The Board turns to the proposed treatment of the SBC. N.J.S.A. 48:3-60.1 ("Section 60.17)
states:

Notwithstanding the provisions of any other law, rule, regulation,
or order to the contrary, gas public utilities shall not impose a
societal benefits charge pursuant to section 12 of P.L.1899, ¢.23
{C.48:3-60), or any other charge designed to recover the costs for
social, energy efficiency, conservation, environmental or
renewable energy programs, on natural gas delivery service or a
commodity that is used {o generate electricity that is sold for
resale.

Prior to the adoption of Section 80.1, such sales were subject to the SBC pursuant to N.J.S.A.
48:3-80(a)(1).

By Secretary’s letter dated June 21, 2011, the Board set forth a procedure {o effectuate N.J.S.A.
48:3-60.1 which requires gas public utiliies to obtain an annual cerification (“Annual
Certification”} from each customer seeking exemption from paying the SBC and the other
charges. The Annual Certification requires the customer to certify what percentage of the gas it
purchased is used {o generate electricity that is “sold for resale” for purposes of Section 60.1.

After reviewing the documents in this case, the Board AGREES that TELP is subject to
collection of the full SBC set forth in South Jersey’s tariff, except for that portion of the gas
service certified as attributable to “sale for resale” electric service,

With respect to the request for confidential treatment of certain information that is claimed to be
commercially sensitive or proprietary, the Board AGREES that this issue should be decided by
the Board’s Custodian of Records pursuant to the Board's rules, if and when a request for
release of such data is made under the Open Public Records Act pursuant to N.JAC. 14:1-12
but until such time as the Board’'s Custodian of Records renders a decision, such information
shall continue to be treated as confidential information pursuant to the agreement of the Parties.

Accordingly, the Board HEREBY APPROVES the Stipulation and the TELP Agreement and
Addendum described above.

This Order shall become effective on April 1, 2014.
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The Company's rates will remain subject to audit by the Board. This Decision and Order does

not preclude the Board from taking any actions deemed 10 be appropriate as a result of any
Board audit.

DATED: 3/ { a[/ 25“/ g\?ﬁRD OF PUBLIC UTILITIES
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STATE OF NEW JERSEY

BOARD OF PUBLIC UTILITIES
IN THE MATTER OF THE PETITION OF : STIPULATION OF
SOUTH JERSEY GAS COMPANY FOR : SETTLEMENT

'APPROVAL OF A STANDARD GAS SERVICE :
AGREEMENT (EGS-LV) AND A STANDARD : BPUDOCKET NO. GO13060584
GAS SERVICE AGREEMENT (EGS-LV) :
ADDENDUM AND TO MODIFY RATE :
SCHEDULE EGS-LV ' :

APPEARANCES:

Ira G, Megdal, Esquire and Stacy A. Mitchell, Esquire (Cozen O’Connor, attorneys) for South
Jersey Gas Company (“Petitioner™)

Felicia Thomas-Friel, Deputy Rate Counsel, Henry M. Ogden, Kurt 8. Lewandowski (Stefanie
Brand, Director, Division of Rate Counsel)

Alex Morean and Veronica Beke, Deputy Attorneys General, on behalf of the Staff of the Board
of Public Utilities (John J. Hoffman, Acting Attorney General of New Jersey)

TO THE HONORABLE BOARD OF PUBLIC UTILITIES:

i. On June 28, 2013, South Jersey Gas Company (“South Jersey,” "Company," or
"Petitioner”) filed a “Public Copy” of a Peﬁﬁon with the New Jersey Board of Public Utilities
("Board") seeking approval of a Standard Gas Service Agreement ("Agreement”) under
Petitioner’s Tariff for Gas Service effective October 1, 2013, Electric Generation Service -
Large Volume ("EGS-LV") Rate Schedule and a Standard Gas Service Agreement EGS-LV
Addendum ("Addendum"} with its customer, TELP-1 (*TELP”), a Delaware corporation and a
subsidiary of Pepco Energy Services, Inc. Together the Standard Agreement and the Addendum
will be referred to as the “Agreement” In addition, South Jersey filed an unredacted

“Confidential Copy” with the Custodian of the Board.
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2. TELP is a Delaware corporation and a subsidiary of Pepco Energy Services, Inc.
TELP owns and operates what is commonly known as the Midtown Thermal Plant located at
1825 Atlantic Avenue, Atlantic City, New Jersey. The Midiown Thermal Plant provides

multiple Atlantic City venues with energy services from a central production facility.

3. | TELP also owns and operates a 5.4 megawatt combined heat and power (CHP)
facility located at the Midtown Thermal Plant that provides steam and chilled water to the
Claridge Hotel and Casino, Caesar’s Hotel and Casino, Bally’s Hotel and Casino, Caesar’s Pier
Shoppes, Trump Plaza Hotel and Casino and Boardwalk Hall in Atlantic City, New Jersey. In
addition, the CHP produces electricity used lo cover parasitic loads. Any excess electricity not
utilized by the facility is sold into the PIM grid at Locational Marginal Pricing (LMP) on an

hourly basis.

4, The CHP facility replaced less efficient, older gas fired boilers that were
previously in use at the Midtown Thermal Plant. In addition to the gas service supplying the
CHP, the Midtown Thermal Plant has continued to take service from South Jersey under Rate

Schedule LVS-FT for firm service up to 1,400 MCFD for boiler use.

5. On June 1, 2013, TELP and South Jersey entered into a modified agreement (“the
Agreement”™) whereby South Jersey agreed to sell and deliver and TELP agreed to purchase and
pay for gas delivery service under South Jersey’s Rate Schedule EGS-LV for use at the CHP

facility. The Agreement s attached to this Stipulation ag Exhibit “A.”

6. Discovery was propounded upon the Petitioner, and all such discovery has been

answered in full.
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7. In addition to the many written discovery responses, the Signatory Parties to this
Stipulation, including South Jersey, Division of Rate Counsel (“Rate Counsel”), and Staff of the
Board of Public Utilities (*Staff’}{collectively, the “parties™), also held discovery/settlement

conferenices in this matter,

8. Pursuant to Special Provision (e) of South Jersey’s EGS-LV Rate Schedule, South
Jersey may offer a D-1 demand charge and C-3 commodity charge on a negotiated basis so iong
as the D-1 charge taken in combination with the limited firm C-3 charge, if applicable, is not
lower than an amount sufficient to generate a reasonable return on capital investments made by
South Jersey and recovery of marginal and embedded costs, including depreciation, to provide

service under Rate Schedule EGS-LV.

9. In reaching the negotiated rate, South Jersey took into account cost of service and
value of service considerations consistent with Special Provision (e). Specifically, TELP will
not use South Jersey’s interstate pipeline capacity but rather, will provide its own gas supply to

the City Gate Station.

10.  Moreover, several energy efficiency projects have been implemented at the
Midtown Thermal Plant, including by adding variable frequency drives to cooling tower and
condenser water pumps improvements and automation controls to help ensure that the plant runs
on the lowest electric consumption to meet the system’s needs. As a result of the CHP facility,
electricity is also being produced more efficiently and cleanly for the benefit of the residents of

Atlantic City and New Jersey.
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11.  New Jersey has called for 1,500 megawatts of CHP generation in the New Jersey

Energy Master Plan (“NJEMP”).

12, TELP’s generation capacity will contribute to the NJEMP goals. According to
TELP, having a reduced rate will assist in offsetting the capital cosis of the CHP project and
make the project economical over the long term. The project is consistent with the NJEMP thus
TELP’s reduced rate qualifies as a discounted gas service rate agreement under Special Provision

{e) of the EGS-LV rate schedule.

13.  Service to TELP is subject to collection of the full Societal Benefits Charge
(“SBC™) set forth in SJG's SBC tariff, except for service certified as atiributable to “sale for

resale” electric service.

14.  The parties agree that South Jersey and TELP, through mutual consent, may
modify the contract demand under the Agreement without further approval of the Board, but not

more frequently than once in a twelve-month period.

15.  The parties agree that the Agreement should be approved effective upon service
of the Board order approving this Stipulation unless a later date is indicated in the Order pursuant

to N.J.8.A. 48:2-40.

16.  The parties agree that with respect to the request for confidential treatment of
certain information that is claimed to be commercially sensitive or proprietary, that if and when a
request for release of such data is made under the Open Public Records Act, NJ.S.A. 47:1A-1 ¢t

seq., pursuant to NJ.A.C. 14:1-12, then the Board's Custodian of Records should decide this
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issue. The parties further agree that until such time as the Board’s Custodian of Records renders

a decision, such information shall continue to be treated as confidential information.

17. This Stipulation is being made in order to resolve the issnes in the pending
docket. The stipulated positions represent compromises by the parties made in lien of more
costly litigation and in the interests of administrative expediency. This Stipulation is executed
without prejudice to the positions of said parties in other pending or future proceedings, in this or

any other forum, except as expressly provided in this Stipulation.

18.  The undersigned parties consider the stipulation of this matter to bind the parties

hereto.

19.  This Stipulation contains interdependent terms vital to the agreement as a whole
that are intended to be accepted and approved in their entirety absent modification. I any
modification is made to the terms of this Stipulation, the signatory parties each must be given the
right to be placed in the position it was in before the Stipulation was entered into. and the
aggrieved party shall not be bound to proceed with the Stipulation and shall have the ability to
re-open the matier on all issues addressed herein to resume the proceeding as if no agreement

had been reached.

20. WHEREFORE, the Parties hereto do respectfully submit this Stipulation and
request that the Board issue a decision and order approving this Stipulation in its entirety, in

accordanee with the terms hereof, as soon as reasonably possible.
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%ﬁmtﬂnm%mwm#mwhmmmmmkm&lvmm

ABRTICLE VI
. Raty

< A5 provided n the Mongily Rats section of Rate Scholalo BGS; of
K Hogotiated rates punsusit tor Special Provialon () of Rate Schedals BGE-LV:

-1 cluarge will be REDWED
Limbted Finn:
- 03 dhags will ba, REDACTED
Yeeued Jansury 15, 2010 Effective with service veadered
by Soudb Jersey Gas Company, on sud after Saptembey 17, 2010
B Grsliaz, Fresidenl

Filed parsvant o Orderie Docket No. GRECOI00GS of the Board of
" Publle Cfilitles, Staiz of New Jersey, dated September 17, 2610

B b e
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SOUTH JERSEY QA5 COMPANY

STANDARD GAS FERVICR ACREEMIENT (865)
{Continued)

AETICLE XX
Etectlon -

"By diodking the b st the end of this sunteace, castamer clests t take belansing service wader Rider ", rathee
sy undir Rider “T* to iy Twrif®! (3 .

" ARTICIE X
t

Puye {8 Rate Sohadulo RGE-LV customar) hereby elects, by initieTing by the spate provided, for g tem oo~
extansive vith tho Term of Agroement eet Sorth in Adicle L, o provide lis ¢we inferstate pipelifs cepecity
and gas svpply to Seller’s City Gato Station. By wakiug such efertion, Seller becomes eliglbs to pay the
Tovrer BE-1 Volomeirie Chmge prwgonat w Rider #0™.  IfBuyer doos not make iz clection, Ruyer will pay
the hgher BS-1 vammmmmmmwm Pyer yaifl be wabloct 1 tho opt-ac provisions
provided i h&vﬂwﬁmy‘slmm )

ml‘ﬂ

n theevent of sithey party being readored uheble wholly or e part, wmmnmmmmoﬂiwm
other than.the cbligations to maly payment of amtimty accrusd and dus hereunder o1 the timo dieroof, Itls agreed thet on
such party’s giving notice and il perilcofire of sncht fvdvo majenre invalting or by o-meil to the other periy within &
reasountie thns afier the oomurence of the catiso teiled o, the obiigetiens of buth parties, 5o far es thuyave nffteted by
such finceanzjonrg, shall bo mmmwmywmnmwwmmmmmd
such cause shall so fras b pernedicd with sl reascunble dispatch,

. Neither party sball be Hablo iu damages to the ofher S my act, omidssion, o chreamstances oecasioned by, oy In
memummwmemmumms Gaa .

suehwurmnﬁ:;gmeium ngHo perfovmaned by eliher paty, howswey, shail not relieve it of Habiliy
-, ‘imilest sooh party shall ghve notice snd S} pationles of stk esmeo or cantingenoy i writhig o by e-mil to the ofker
perty as soon eg possible aiter the secmranco relied wpon, nor ¢hall such cavaes or contingencles pffecting the
mmhmmmu#&%hmmﬁiuﬁmbwdmdﬁmhrmdymcs&uﬁon,nw
aroh oavsss o oontingencles affesting the perforrannca hemdy rellove dither waty from its obpation to suaks
pymemts of wnotrats then dus herennder i repect of ll pas thavofre doliveced,

- ARTICLE XX
: Mlscelisveany

: This Agreement gupersodes and el ug of e effrtive dats bereof o]l prior comracts sad supplemcntal
ppresynonts, ol gr weitten, belwoen e parties herety fin the salo of gaa by fhw Seller to fhe Byyer.

+ Nowaiver by elither penty of any ono or more deflulis by tho other In the perfornemes of sny provislons of this
Agreemeat shell opmate o bo constroed nr & whiver of ey fities defizelt oy Qefaudts, whether of e ke or 2 different
chemcler, .

Yssvend Jonuary 18, 2810 Elfectve with service rendured
by Soath Jervey Gas Compasy, vt and pflex Sepfembor 17, 2610
£ Grahany, President )
‘ } ¥ited puzenmni to Order in Dockel No. GRIDBILISS of ths Board of
) Prblic Uidiities, Stats of Naw Jexsey, dnted Seplomber 17, 2010

v bt
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SOUTH JEBSEY GAS COMPANY ,
E E !LBAI Hﬁ “!« &g * N ' . mmm‘—-m
STANDARY GAS SERVICE AGREEMENT (£65)
{Contiued)

This Agrowsent shill ba fapreted, pecformed and enforoed it hooardamoe With tho ks of the State of New
Tevsoy. .

This Agrocment shell be binding vpim, aad busre to the benefit of the paties heretp and thelr moperdys
succossors and assigs, bet shall not be seslgned or be asshgaabls by Buyer without the amuent In writing of Seller first
oltalried, ;

IN WITNESS WHERECH, the partios have duly oxectitod this Agreement us of the das firss aliove written.

' ' SOUTH JERSEY GAS COMPANY

Tssued Janoary 15, 2820 Eftective with seevice repdered
by South Jareey Gax Company, on and after Ssptamber 17, 2030
E, Graha, Frestdent:

Filed parswnnd fo Order in Dacket No. ORIG0KD35 of fire Bosrd of
Puhlic Uiilitis, State of Now Jersey, dated Ssptomber 17, 2050

—_—
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‘I‘EﬂSADDENDUMmmmwmislstdayofhme,zﬁn by and between South Jersey
Gmeompmy,aﬂcwlmuywmaﬁon,hmaﬁwm&mdmas%for'@ampw, and
TELP.] amlmmeeemmﬂﬁon,hmmﬁermfemdtoas“Buyw“mdiﬂmmdammmc
Standard Ges Service Agrecment (EGS-LY) ("Sarvice Agrecmont”) of the same date, This

- Addendum and the Mwmemmmﬁimeshemﬂcroouwﬁée}ym&mdmasthe

A groement,”

‘  WITNESSETH: .
WHEREAS, Buyst ad-Selier wish 0 amend and modjfy the Seevies Agregment; snd
WHERBAS, Buyer and Seller wiski to insorporate the torms of thi Adderidum into tho

Servics Agreorent; and ‘
WHEREAS, Buyet and Scller wish to maimtain the Service Agreement in flll fore and

. effect, except where amended or modified by this Addendwm,

NOW, THEREFORE, Buyer and Stller intending to be legally bound heveby, in -
msideraﬁonofm&m:lalpmmm mwmﬁwﬂmm;wmfolhwsz
: rogadapi. A ovudition procsdant o o osligatons,sights mnd dutios
of Buyer and smz«m:mcsmammm&ismmmﬁmmqfappm
ofﬁwNewImemerdofPublkUﬁHﬁcsormmem authorizing the meking, exeoution
mdmﬂmnmofmmmmwmmmb@mnmhmemm
passagb of ﬁ_ma (“Approval Order™),

2,  Effeciive Date, Unlessmﬁppmmlméargrmddesow,ﬁm&uﬁw
Agreement and this Addendum shall be effoative as of the date of the Approvel Order,

CAERRY_HELGTI 275141000
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3. Goufidentiglity,

A, The tomus of the Agroement providing for chargés for scrvies providad by
Seller, us well a5 all information provided by Seller to Buyer during the negotiation process
imm@mmtmmammwmwmmm@w
Buyer and by Seller. Buysr and Sefler agres to take a1l noocasaty snd appropriate stops to keop
contideatisl and protect the Confidentis] Information, Inohuding: (3 rosirictng socess to
Conﬁdmﬁaﬂnfnmaﬁoummwoﬁplemwhohavea“needmlmow"audmgm
canployecs fo ovlow the terms of this Confideatislty peragraph and to sgres to sbide by the
mofﬁﬁsCmﬂdenﬁditypmwd(k}mtdmloﬁngmalbwmgmwm
Cpnﬁdﬁﬂqlhﬁumﬁmbymymwdmmmmwamuﬂwmmm

B,  The Confideniial Inforsmation will losé jis sfetus 8 Confidential

'Infomaﬁon H @ﬁbwmgmﬁrﬂlymxﬂabbwmepubﬁommmgb'sbmw_

fhis Confidentlality pamgraph or (i) the disclosure of the Confidential Information Is required by

sy law, or the onder’ of any administrative agenay or oourt having jurlsdiotion over the subject

matter of fhe Apreemont. .
€. . Noiwithstending the foregoing, Confidential Infonnetion mey be disclosed

te employess of the New Jorsey Bodnd of Public Utilitles, or any suctessos sgency therets, and to
tho partics in any prooceding bofore the New Jersey Board of Public Utilities or any mor

agenoy thereto, and if sich discfosure is mads, the pafties shall vge their best efforts to seonre she
expcution of an appropriate Confidentiality Agreemsnt, or tho entry of an approprinte Profective
Order, by which the peysons recoiving the Confidential Tnformation are bound.
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IN WITINESS WHERROR, the partics have duly executed this Addeydum as of the date-

first above wiitten,

AIE

PUBUC COPY

Seller:
SOUTH JERSEY GAS COMPANY




