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IN THE MATTER OF THE PETITION OF SOUTH
JERSEY GAS COMPANY TO REVISE THE LEVEL OF
iTS BASIC GAS SUPPLY SERVICE ("BGSS")
CHARGE AND TO REVISE THE LEVEL OF IT$
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2013

DECISION AND ORDER
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DOCKET NO. GR120680475
Parties of Record:

Ira G. Megdal, Esq. for pstitioner South Jersey Gas Company (Cozen Q'Connor)
Stefanie A. Brand, Director, New Jersey Division of Rate Counsel

BY THE BOARD;

BACKGROUND

Per the generic Order of the New Jersey Board of Public Utilities ("Board”) dated January 8,
2003, in Docket No. GX01050304 (*January BGSS Order”), each of New Jersey's four gas
distribution companies submits to the Board by June 1 its annual Basic Gas Supply Service
("BGSS”) gas cost filing for the BGSS year beginning October 1.

In accordance with the above noted Order, on June 1, 2012, South Jersey Gas Company
("SJG” or “the Company”) filed with the Board its annual petition to establish new periodic BGSS
rates for the period October 1, 2012 through September 30, 2013. The Company’s petition
sought a decrease to its periodic after-tax per therm BGSS charge from the then current charge
of $0.6493 to $0.5325, a reduction of $0.1168, to be effective October 1, 2012.



The petition also requested authority to set the following charges: 1) the gas cost portion of the
Company's D-2 charge for Rate Schedule Large Volume Service ("LVS®) at $13.4618 per Mcf
(including taxes), an increase of $0.0074 per Mcf from the oid rate of $13.4544 per Mcf, 2) the
gas cost portion of the Firm D-2 charges at $15.2755 per Mcf (including taxes), a decrease of
$0.0215 per Mcf from the old rate of $15.2970 per Mcf, 3) the Limited Firm D-2 charges at
$6.7310 per Mcf (including taxes) for Rate Schedule Electric Generation Service — Large
Volume (*EGS-LV"), an increase of $0.0038 per Mcf from the old rate of $6.7272 per Mcf, 4) the
gas cost portion of the D-2 charge at $6.7310 per Mcf (including taxes) for Rate Schedule Firm
Electric Service (“FES”) ), an increase of $0.0038 per Mcf from the old rate of $6.7272 per Mcf;
and 5) the monthly BGSS non-commodity rate applicable to Rate Schedules General Service
("GSG’), General Service — Large Volume (“GSG-LV"), Electric Generation Service ("EGS™),
LVS and EGS-LV at $0.1701 per therm (including taxes), an increase of $0.0572 per therm from
the old rate of $0.1129 per therm. The above BGSS and D-2 rate changes translated to a
revenue decrease of $27.04 million.

SJG also proposed to revise the level of its CIP? factors to result in increased revenues of
$30.43 million for the CIP year ending September 30, 2013. The Company sought approval of
the following changes to its after-tax per therm CIP factors: (i) an increase from a charge of
$0.0507 to $0.545 for Residential Service ("RSG") Non-Heating Customers, (i) an increase in
the charge from $0.0095 to $0.1024 for RSG Heating Customers, (iii} an increase in the charge
from $0.0002 to $0.0688 for GSG Customers, and (iv) an increase in the charge from $0.0018
to $0.0138 for GSG-LV Customers. Of the increased revenues of $30.43 million, $21.26 million
is weather refated and $9.17 million is non weather related.

As proposed, the net annual revenue increase to the Company from the BGSS, D-2 and CIP
revisions would be $3.39 milfion (including taxes). The combined proposed changes in the
Company's BGSS and CIP rates would result in a net decrease of approximately 1.8% or $2.39
per month, after taxes, for the residential heat customer using 100 therms of gas during the
month.

Two public hearings in this matter were held on August 15, 2012, in Voorhees, New Jersey. No
members of the public appeared.

On August 31, 2012, 8JG, Rate Counsel, and Board Staff, {collectively, “the Parties”), executed
a stipulation agreeing to establish the requested rates on a provisional basis {*Stipulation for
Provisional BGSS and CIP Rates”) with the rates subject to refund with interest on any net over
recovered BGSS or CIP balance.

By Order dated September 13, 2012, the Board approved the Stipulation for Provisional BGSS,
D-2 and CIP rates. '

' The CIP was approved by the Board in Docket No. GR05120120 in Board Orders dated October 12
and December 12, 2006 and extended by an Order dated January 20, 2010. The CIP encourages the
Company to foster customer conservation by aflowing it to share in energy related savings due to
conservation. The non-weather related CIP surcharges are limited to corresponding decreases in
specific supply related costs incorporated in the Company’'s BGSS Rates. The CIP surcharge is also
subject to a return on equity cap of 10.3%.
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The matter was transmitted to the Office of Administrative Law, and assigned to Administrative
Law Judge Irene Jones.

Stipulation?

Following review of discovery and subsequent discussions, on July 30, 2013 the Parties entered
into the attached Stipulation for Final BGSS, D-2 and CIP Rates {“Stipulation for Final BGSS
and CIP Rates’), agreeing that the Company’s provisional BGSS, D-2 and CIP rates be made
final. In addition, the Company commits to continuing to provide the Parties with monthly
reports in the form of Exhibits A and B attached to the Stipulation, containing updated
information on the BGSS NYMEX and on the per therm net cost of gas.

On August 13, 2013, Administrative Law Judge Irene Jones issued her initial Decision adopting

the Stipulation and finding that the Parties have voluntarily agreed to the Stipulation, and that
the Stipulation fully disposes of all issues in controversy and is consistent with the law.

DISSUSSION AND FINDINGS

The Board, having carefully reviewed the Initial Decision and the Stipulation for Final BGSS, D-2
and CiP Rates, HEREBY FINDS that subject to the terms and conditions set forth below, the
initial Decision and Stipulation for Final BGSS, D-2 and CIP Rates are reasonable, in the public
interest and in accordance with the law. Accordingly, the Board HEREBY ADOPTS the Initial
Decision and Stipulation for Final BGSS, D-2 and CIP Rates in their entirety, and HEREBY
INCORPORATES their terms and conditions as though fully set forth herein.

Accordingly, the Board HEREBY DIRECTS that the decrease in the Company's after-tax per
therm BGSS rate to $0.5325 including all applicable taxes be made final. Furthermore, the
Board HEREBY APPROVES the foliowing after tax per therm rates on a final basis: 1} the gas
cost portion of the D-2 charge for Rate Schedule LVS at $13.4618 per Mcf; 2) the gas cost
portion of the Firm D-2 charges at $15.2755 per Mcf, and the gas cost portion of the Limited
Firm D-2 charges at $6.7310 per Mcf for Rate Schedule EGS-LV; 3) the gas cost portion the D- -
2 charge at $6.7310 per Mcf for Rate Schedule FES: and 4) the monthly BGSS non-commodity
rate applicable to Rate Schedules GSG, GSG-LV, EGS-LVS and EGS-LV at $0.1701 per therm.
Also, the Board HEREBY APPROVES the following after tax per therm CIP rates of $0.0545 for
RSG Non-Heating Customers, $0.1024 for RSG Heating Customers, $0.0688 for GSG
Customers, and $0.0138 for GSG - LV Customers, as final.

2 Although summarized in this Order, the detailed terms of the Stipulation control, subject to the findings

- and conclusions of this Order.,
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The Company's BGSS rates remain subject to audit. This Decision and Order shall not
preclude nor prohibit the Board from taking any actions determined to be appropriate as a result

of any suich audit.

DATED: (?/g///j

JEANNE M. FOX
MMISSIONER

Aoty Raa Holole,

RYJANNA HOLDEN
OMMISSIONER

ATTEST: / h_sx

KRISTI 1220
SECRETARY

| HEREBY CERTIFY that the within
dacumt ¥ i & trus copy of the otiginal
in tha ftos of the Board of Fubiic

BOARD OF PUBLIC UTILITIES
BY:

Lbd 17 4L

ROBERT M. HANNA '
PRESIDENT

(ol

JOSEPH L. FIORDALISO
COMMISSIONER

OLOMON
COMMISSIONER
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

INITIAL DECISION
SETTLEMENT

OAL DKT. NO. PUC 13871-12
AGENCY DKT. NO. GR12060475

I/M/IO THE PETITION OF SOUTH JERSEY
GAS COMPANYTO REVISE THE LEVEL. OF
ITS BASIC GAS SUPPLY SERVICE (“BGSS™)
CHARGE AND TO REVISE THE LEVEL OF ITS
(“CIP”") CHARGES FOR THE YEAR ENDING
SEPTEMBER 30, 2013

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

Felicia Thomas-Friel, Esq., Deputy Rate Counsel, Henry M. Ogden, Esq.
Assistant Deputy Rate Counsel, and James W. Glassen, Esq., Assistant
Deputy Rate Counsel for respondent, The New Jersey Division of Rate
Counse! (“Rate Counse!”) (Stephanie A. Brand, Director)

Veronica Beke and Alex Moreau, Deputy Attorney General, for respondent,
("Staff’) Board of Public Utilities (John J. Hoffman, Acting Attorney General
of New Jersey, attorney)

Record Closed: August 5, 2013 Decided: August 9, 2013

BEFORE IRENE JONES, ALJ:

New Jersey is an Equal Opportunity Employer
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On June 1, 2012, petitioner, South Jersey Gas Company or “‘Company”) filed a
petition with the Board of Public Utilities (BPU) requesting an decrease in the level of its
periodic Basic Gas Supply Service (‘BGSS”y Commodity Charge from its current level of
$0.6493 per therm (including taxes) to $0.5325 per therm (including taxes) a reduction of
$$0.1168 per therm. The petition also sought other changes in the BGSS rate schedules.
The overall propose changes would result in a decrease in annual BGSS revenues of
$27.04 million, including taxes.

Additionally, the company proposed to increase its CIP rates as set forth in the
petition. As proposed, the net annual revenue change to the Company’s revenues from
the BGSS and CIP revisions would result in an increase of $3.39 million, including taxes.

On August 15, 2012 public hearings were held in Voorhees.

Subsequently, the parties met and agreed to a provisional settlement. On
September 13, 2012, a Board Order issued that approved, on a provisional basis, the
Company's proposed BGSS and CIP rates. The provisional rates decreased the BGSS
rate to $0.5325 per therm (including taxes) from $0.6493 per therm (including taxes). The
CIP rates were also changed, provisionally, as set forth in the attached stipufation.

On October 10, 2012, the matter was transmitted to the Office of Administrative
Law for determination as a contested case pursuant to N.J.SA. 52:14F-1 to 13. A

telephone prehearing conference was held on January 3, 2013. An evidentiary hearing
was scheduled for April 22, 2013 but adjourned because the parties agreed 1o settle the
matter. A Stipulation of Settlement was filed on August 2, 2013.

I have reviewed the record and terms of the Stipulation of Settiement and FIND:

1. The parties have voluntarily agreed to the settlement as evidenced by the
signatures of the parties or their representatives.



QAL DKT. NO. PUC 13871-12

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

Therefore, it is ORDERED that the parties comply with the settlement terms and
that these proceedings be and are hereby concluded.

| 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.SA.
52:14B-10.

%Lf/&-{_ %
August 9, 2013

DATE IRENE JONES, ALJ

Date Received at Agency:

Date Mailed to Parties:
sej



( COZEN
2 OCONNOR

A Pennsylvania Professional Carporation

August 2, 2013 , ' Stacy A. Mitchell
' Diwct Phore 856-910-5006
VIA E-MAIL (IRENE.JONES@OAL.STATE.NJ.US) e o 295-6880

VIA U.S. MAIL

Hon. Irene Jones, ALJ
Office of Administrative Law
33 Washington Street
Newark NJ 07102

Re:  In the Matter of the Petition of South Jersey Gas Company to Revise the Level of
its Basic Gas Supply Service (“BGSS") Charge and to Revise the Level of its
Conservation Incentive Program (“CIP”) Charges for the Year Ending September
30, 2013
OAL Docket No. PUC 13871-2012N
BPU Docket No. GR12060475

Dear Judge Jones:
Enclosed please find a fully executed Stipulatioh in the above-referenced maiter.

Respectfully,

Enclosure

CC: Service List Attached (via e-mail only)

457 Haddonfield Road ~ Suite 300, P.O. Box 5459 Cherry Hill, N} 08002
854.910.5000 800.989.049% 856.910.5075 Fax  cozen.com
Thomas McKay, Hl tforney respanaible for New Jersey pracice.
LEGALVI7018401\1 D0850.5580.000/322336.000
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STATE OF NEW JERSEY
OFFICE OF ADMINISTRATIVE LAW

BOARD OF PUBLIC UTILITIES
IN THE MATTER OF THE PETiTION BPU DOCKET NO. GR12060475
OF SOUTH JERSEY GAS COMPANY + QAL DKT. NO. PUC 13871-2012N

TO REVISE THE LEVEY, OF ITS BASIC :

GAS SUPPLY SERVICE (“BGSS”) CHARGE ; STIPULATION FOR FINAL BGSS
AND TO REVISE THE LEVEL OF ITS : AND CIP RATES
CONSERVATION INCENTIVE PROGRAM

{""CIP”) CHARGES FOR THE YEAR

ENDING SEPTEMBER 30, 2013

APPEARANCES:

Ira G. Megdal, Esquire, (Cozen O'Connor, attorneys) for South Jersey Gas Company
(*Petitioner™)

Felicin Thomas-Friel, Esqguire, Deputy Rate Counsel, Henry M. Ogden, Esquire,
Assistant Deputy Rate Counsel, and James W. Glassen, Esquire, Assistant Deputy Rate
Counsel on behalf of the New Jersey Division of Rate Counsel (“Rate Counsel™) (Stefanie A,
Brand, Director)

Veronica Beke and Alex Moreau, Deputy Attorneys General, on behalf of the Staff of
the Board of Public Utilities (“Staff”) (John J. Hoffiman, Acting Aftorney General of the State of
New Jersey),

TO: THE HONORABLE BOARD OF FUBLIC UTILITIES;
I. INTRODUCTION

1. This Stipulation is intended to make final the provisional Basic Gas Supply Service
(“BGSS”) and Conservation Incentive Program (“CIP™) rates previously approved by the Board

in Docket No. GR12060475 (“this Proceeding™).

CHERRY HILL\S65126\) 285335.000
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IL PROCEDURAL HISTORY
2. OnlJune 1, 2012, South Jersey Gas Company (“South Jersey” or the “Company™)
filed a Petition (“Petition”) for the period October 1, 2012 through September 30, 2013
(“BGSS/CIP Year”) in Docket No. GR12060475. That Petition requested that the Board of
Public Utilities (“Board”) approve a reduction in the level of the company’s periodic BGSS
from its then current level of $0.6493 per therm (including taxes) to $0.5325 per therm
(including taxes); a reduction of $0.1168 per therm. A fypical residential heating customer
using 100 therms per month would see a $11.68 or 8.8% decrease in their monthly bill.
3. With respect to the BGSS aspect of the Petition, South Jersey also requested that the
Board authorize: (1) the gas cost portion of the D-2 charge for the Rate Schedule L'VS be set at
$13.4618 per Mcf (including taxes); (2) the gas portion of fhe Firm and Limited Firm D-2
charges for Rate Schedule EGS-LV be set at $15.2755 per Mcf, and $6,7310 per Mcf (including
taxes), respectively; (3) the gas portion of the D-2 charge for Rate Schedule FES be st at
$6.7310 per Mef (including taxes); and (4) the monthly non-commodity rate applicable to Rate
Schedules G8G, GSG-LV, EGS, LVS and EGS-LV be set at $0.170] per therm (including
taxes). These BGSS changes would result in a decrease in annual revenues of $27.04 million
including taxes. ‘
4.  With respect to the CIP aspect of the Petition, South Jersey also requested that the
Board approve the implementation, effective October 1, 2012, of per therm CIP factors of:
$0.0545 (including taxes) for Group | Residential Non-Heat customers;
$0.1024 (including taxes) for Group II Residential Heat customers;
$0.0688 (including taxes) for Group Il General Service (GSG) custormners; and

$0.0138 {including taxes) per therm for Group IV General Service Large Volume
(GSG-LV) customers,

[ T )
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5.  The requested CIP rates would result in an increase of $9.29, or 7.0% per month, to
the residential heat customer using 100 therms of gas during a month, The impact on a
residential non-heat customer using 15 therms of gas & month is an increase of $0.06 or 0.2% per
month. The impact on a GSG customer using 500 therms of gas a month is an increase of $34.30
or 5.8% per month, The impact on a GSG-LV customer using 15,646 therms of gas a month is
an increase of $187.75 or 1.6% per month,

6,  Asproposed, the net annual revenue increase to the Company from the BGSS and
CIP revisions would be approximately $3.39 million (including taxes). The combined proposed
changes in the Company’s BGSS and CIP rates would result in a net decrease of approximately
1.8% or $2.39 per month, after taxes, for the residential heat customer using 100 therms of gas
during the month,

7.  Two duly noticed public hearings for the Petition were beld on August 15, 2012, in
Voorhees, New Jersey. The public hearings were noticed in newspapers of general circulation
within South Jersey’s service territory. No members of the public appeared to provide
comments relating to the Company’s request to decrease its Periodi;: BGSS rates and request to
increase its CIP rates,

8. By Order and Decision dated September 13, 2012, the Board approved, on a
provisional basis, the BGSS and CIP rates proposed in Docket No. GR12060475. The Board
approved, subject to refund with interest on any net over recovery, a provisional decrease in
South Jersey’s BGSS rate to $0.5325 per therm (including taxes) from $0.6493 per therm
(including taxes).

9. Inthe September 13, 2012 Order, the Board also approved, on a provisional basis,

the Company’s implementation of the following per therm CIP rates: 1) a charge of $0.0545
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(including taxes) for Group I Residential Non-Heat Customers, 2) a charge of $0.1024
(including taxes) for Group II Residential Heat Customers, 3) a charge of $0.0688 (including
taxes) for Group III General Service Customers, and 4) a charge of $0.0138 (including taxes)
for Group 1V General Service Large Volume customers, effective as of October 1, 2012, The
CIP rates set forth in the Stipulation were to result in an increase in revenves of $30.43 miflion,
including taxes, or $28.28 million, excluding taxes.

1¢. On Qctober 10, 2012, the instant matter was transmitted to the Office of
Administrative Law and subsequently assighed to the Honorable Irens Jones, Administrative
Law Judge (OAL Docket Number PUC 13871-2012N).

1. In January 2013, the Company provided its Periodic BGSS customers a $10 million
dotlar bill credit.

12. All discovery propounded upon Petitioner has been answered.

HI STIPULATED TERMS

13, South Jersey, Board Staff and Rate Counsel (coilectively the “Parties”), the only
parties to these proceedings, have discussed certain matters at issue in this proceeding, Asa
result of those discussions, the Parties have determined that it would be reasonable and in the
public interest to make final the provisional BGSS and CIP rates previously approved in the
September 13, 2012 Order,

14. Pursuant to the Board's December 12, 2006 and January 21, 2010 Orders (“CIP
Orders™) in Docket No, GR05121019, any non-weather related CIP surcharges must be at least
offset by BGSS cost savings during the period the surcharge is in effect. Accordingly, in its
Petition the Company reported $8.4 million in estimated CIP non-weather related revenues to be

recovered for the CIP year October 1, 2012 through September 30, 2013, The BGSS savings
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for the 2012-2013 CIP Year is $10.47 million, offsetting non-weather related CIP charges for
the same period. Accordingly, the Parties have reviewed the Company’s calenlations and
believe that the terms of the CIP Orders were met,

15.  In this Proceeding, the Company sought CIP recognition for savings associated
with its July 2011 long term supply agreement with Antero Resources. Over the term of the
eight year agreement with Antero, the Company estimates that rate payers will benefit from
substantial gas costs savings, As a result, the Company included a $913,000 annual adjustment
for the discounted commodity within its proposed capacity release CIP offsets (Exhibit No.
DPVY-5). Rate Counsel questioned the validity of the Company’s adjustment. Since resolution of
the matter is not necessary for purposes of this Pmceediﬁg, the Parties agree that the adjustment
will not be addressed by way of this Stipulation. Al Parties reserve the right to challenge and/or
defend the Company’s proposed methodology in any future proceeding.

16. The Parties accordingly STIPULATE AND AGREE that the provisional BGSS
and CIP rates contasined in the stipulation approved by the Board’s Decision and Order dated
September 13, 2012 in BPU Docket No. GR12060475 should be made final. There will be no
change in South Jersey’s rates as a resnit of this stipulation. Following aceeptance of this
Stipulation by an Order of the Board, South Jersey will submit a Compliance Filing
incorporating the rates changes approved by the Board, in this docket, within 7 days of such
approval.

17. 'The Company agrees to continue to provide electronically o the Parties in this
proceeding, on a monthiy basis, the following updated information: 1) the BGSS NYMEX
Update Report (also known as 8-SChart 1), attached hereto as Exhibit A; and 2) a monthly

report of unitized credits to the BGSS (ISG, Cogeneration, TSG-F, Off System Sales, Capacity
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Releases, Gas to Electric and Supplier Refunds) and the associated dollar amounts (attached
hereto as Exhibit B). The chart reflected in Exhibit A is to be completed using information
from the first Friday of the month and submiited to the Parties the following Tuesday. The
chart reflected in Exhibit B is to be submitted to the Parties on approximately the 15" of the

following month.

IV, MISCELLANEQUS

18, This Stipulation represents a mutual balancing of interests and, therefore, is
intended to be aceepted and approved in its entirety. In the event this Stipulation is not adopted
in its entirety by the Board, 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 St_ipulation had
not been signed.

19, It is specifically understood and agreed that this Stipulation represents a negotiated
final agreement and has been made exclusively for the purpose of this proceeding. Except as
expressly provided herein, South Jersey, Staff, and Rate Counsel shall not be deemed 1o have
approved, agreed to, or consented to any principle or methodology underlying or supposed to
underlie any agreement provided herein. Also, all rates are subject to Board audit.

20. The Parties further acknowledge that a Board Order approving this Stipulation will
become effective upon the service of said Board Qrder, or upon such date after the service

thereof as the Board may specify, in accordance with N.J.S.A. 48:2-40,

WHEREFORE, the Parties hereto do respectfully submit this Stipulation for review and
issuance of an appropriate Initial Decision as wel] as a subsequent Board Order approving it in

its entirety, in accordance with the terms hereof, as soon as reasonably possible.
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