
STATE OF NEW JERSEY 
Board of Public Utilities 

44 South Clinton Avenue, gth Floor 
Post Office Box 350 

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

IN THE MATTER OF THE PETITION OF NEW JERSEY 
NATURAL GAS COMPANY AND SOUTH JERSEY GAS 
COMPANY FOR AUTHORITY TO CONTINUE THE 
CONSERVATION INCENTIVE PROGRAM 

Parties of Record: 

Agenda Date: 5/21/14 
Agenda Item: 2H 

ENERGY 

ORDER 

DOCKET NO. GR13030185 

Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel 
Tracey Thayer, Esq., New Jersey Natural Gas Company for the Petitioner, New Jersey Natural 
Gas Company 
Ira G. Megdal. Esq., Cozen O'Connor for the Petitioner, South Jersey Gas Company 

BY THE BOARD: 

BACKGROUND 

On March 1, 2013, New Jersey Natural Gas Company ("NJNG") and South Jersey Gas 
Company ("SJG") (collectively, the "Companies") filed a petition (the "March 1 Petition") with the 
New Jersey Board of Public Utilities (the "Board" or "BPU") to continue the Conservation 
Incentive Program ("CIP") with certain modifications. 

The CIP was originally approved by the Board in an Order dated December 12, 2006 in Docket 
Nos. GR05121019 and GR05121020 ("CIP Order"). The CIP provides a rate design and 
recovery mechanism for NJNG and SJG that separates margin recoveries from the overall 
amount of gas sold (throughput). The CIP includes an agreement by NJNG and SJG to provide 
the funding for and promote initiatives to encourage customer energy efficiency efforts and 
conservation. The CIP also includes a requirement that recovery of any non-weather related 
revenue shortfalls are limited to the level of Basic Gas Supply Service ("BGSS") savings 
realized as a result of, for example, contract restructurings and other gas procurement 
strategies designed to benefit customers as provided for in Paragraph 33(b) of the Stipulation 
approved in the CIP Order. As noted in the March 1 Petition, since the inception of the program 
in 2006 through December 31 , 2012, NJNG and SJG assert that their customers have reduced 
their natural gas consumption, enabling customer savings of $279 million and $331 million, 



respectively. Further, during the past seven years NJNG has provided $78 million and SJG has 
provided $85 million of BGSS Savings to their customers in conjunction with the CIP 
mechanism. 

Prior to the implementation of the CIP, both NJNG and SJG had Board-approved weather 
normalization clauses in effect and the original filings sought an expansion of those clauses. 
Pursuant to the CIP Order, the weather normalization clause tariff pages were suspended for 
each Company during the effectiveness of the CIP. 

In the March 1 Petition, the Companies proposed to continue the CIP with certain modifications. 
NJNG and SJG assert that doing so will preserve the essential components of the CIP and 
maintain the balance of interests that was achieved under the prior CIP Stipulation approved by 
the Board. 

Public hearings for NJNG customers were held in Rockaway Township on September 10, 2013 
at 4:30 and 5:30p.m. and Freehold Borough on September 11, 2013 at 4:30 and 5:30p.m. 
Public hearings for SJG customers were held in Voorhees Township on August 7, 2013 at 4:30 
and 5:30 p.m. No members of the public appeared at any of the NJNG or SJG public hearings 
or communicated in writing to either the BPU or the New Jersey Division of Rate Counsel ("Rate 
Counsel") concerning this matter. 

STIPULATION OF SETTLEMENT' 

Representatives of the Companies, Board Staff and Rate Counsel, the only Parties to this 
proceeding (the "Parties"), have conducted discovery and held meetings to discuss the 
continuation of the CIP with certain modifications. As a result of those discussions, on May 12 
2014, the Parties executed a stipulation of settlement ("Stipulation"). The Stipulation provides 
the following: 

• NJNG and SJG will continue to offer information and conservation programs designed to 
aid customers in reducing their natural gas costs and to reduce each company's peak 
winter and design day system demand. The programs include customized customer 
communications and outreach, enhanced use of online tools, and will specifically not 
replicate existing programs offered through the BPU Office of Clean Energy. 

• Beginning October 1, 2014, the Companies will contribute funds as listed below for the 
costs and expenses associated with the programs discussed in Paragraph 7 of the 
Stipulation. Neither Company will seek recovery from ratepayers for those contributed 
funds. Each Company will provide documentation of expenditures for these programs in 
its annual CIP filing. 

1 Although summarized in this Order, the detailed terms of the Settlement control, subject to the findings 
and conclusions of this Order. 
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i. Annually $700,000 will be made available for the NJNG CIP program 
costs and expenses. 

ii. Annually $500,000 will be made available for the SJG CIP program costs 
and expenses. 

• If either NJNG or SJG does not expend the entire annual amount in a year, the 
difference between the annual amount and the actual amount spent will be added to the 
amount to be spent in the following year (the "carry-over balance") by that company. 
Should CIP costs for the programs exceed the funding levels established for each 
company within this Stipulation in any given year, NJNG and SJG will still provide 
funding for 100 percent of such program costs in future years. 

• The Companies will continue to make annual CIP rate filings based upon seven months 
of actual data and five months of projected data (June 1 filing date) in conjunction with 
the annual BGSS filing. The filings will document actual results, perform the required 
BGSS Savings test and CIP Revenue test described in Paragraph 13, and propose the 
CIP rate applicable to each CIP Group. Any variances from the annual filings will be 
trued up in the subsequent year. 

• The CIP Tariff Pages for NJNG and SJG, as modified pursuant to the terms of this 
Stipulation, are set forth in Exhibits A and 8, respectively, attached to the Stipulation. 

• For purposes of determining recovery eligibility for CIP accruals, the margin impact of 
changes in customer usage will be segregated into weather-related and non-weather 
related components as set forth in paragraph 12 of the Stipulation. The non-weather 
related CIP Component shall be subject to a dual eligibility test comprised of the 
Modified BGSS Savings Test and the Margin Revenue Test as described in paragraph 
13 of the Stipulation. The weather-related CIP Component shall not be so subject. 

• For purposes of calculating the non-weather CIP value, the margin impact of weather 
will first be deducted from the total CIP margin impact. The impact of weather will be 
calculated in a manner consistent with the methodology of each of company's Weather 
Normalization Clause, excluding the impact of a dead band. The weather-related 
component of the CIP surcharge or credit will be reflected in the CIP Tariff rate in the 
subsequent period. The total CIP value, including both weather and non-weather 
factors, remains subject to the previously Board approved Return on Equity (~ROE") 
test. 

• The Parties agree that recovery of non-weather related CIP impacts shall continue to be 
subject to the application of an eligibility test. However, the existing BGSS Savings Test 
shall be replaced with a dual recovery test comprised of a Modified BGSS Savings Test 
and a Margin Revenue Test. In order to be eligible for recovery, non-weather related 
CIP impacts must pass both cost recovery tests. Amounts that do not pass one or both 
tests may be recoverable in future years as described below. 
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a) A Modified BGSS Savings Test shall reflect changes to the existing BGSS 
Savings Test originally approved in the CIP Order. Specifically, the non-weather 
margin impact shall be multiplied by a factor of 75 percent prior to application of the 
BGSS Savings test. Further, the Parties agree to recognize three categories of 
savings when calculating the total savings used in the Modified BGSS Savings Test. 
Currently, the permanent capacity releases and contract terminations for each 
Company are$ 12.044 million and $2.588 million for NJNG and SJG, respectively. 
Also, the Parties agree to permit each Company to recognize BGSS savings 
associated with avoided capacity costs to meet residential customer growth on a 
prospective basis beginning with the first annual CIP filing following implementation 
of these terms2

. 

i. Category One includes each Company's permanent savings realized 
from their respective permanent capacity releases or contract 
terminations on an ongoing basis. Currently, the permanent capacity 
releases and contract terminations for each Company are $12.044 million 
and $2.588 million for NJNG and SJG, respectively, based on the specific 
permanent releases and contract tenninations listed in Exhibits C and D, 
attached hereto. These amounts will remain after the re-setting of each 
Company's CIP benchmarks in future base rate cases. SJG agrees not to 
seek current or future BGSS Savings Test treatment far $6.6 million of 
annual BGSS savings associated with permanent capacity releases listed 
as "released without CIP Offset (2007)" in Schedule A to in the Stipulation 
approved by the Board December 31, 2008 in Docket No. GR08050367 
and GR07060354 ("2008 SJG CIP Stipulation") and listed in Exhibit D 
attached hereto. In addition, in paragraphs 9(a), (b) and (c) of the 2008 
SJG CIP Stipulation SJG agreed that certain other savings would not be 
eligible to offset CIP surcharges. To the extent that the limitations 
included in paragraphs 9(a), (b) and (c) have applied to BGSS savings as 
of May 1, 2014, they will continue to apply under the terms of the current 
BGSS savings test consistent with sub-paragraph e. below, and under 
the Modified BGSS Savings Test. These limitations will not, however, 
apply presumptively to future savings sought to be used to offset CIP 
surcharges under the Modified BGSS Savings test. The parties reserve 
their rights to argue whether any such future savings, in whole or in part, 
should be eligible to offset CIP surcharges. 

ii. Category Two includes BGSS gas cost savings from reductions of 
capacity on a long-term basis, i.e. for periods of at least one-year. This 
category of savings will include, but not be limited to: 1) additional 
contract terminations not included in Exhibits C and D, 2) release of 
capacity to an affiliate or non-affiliate, 3) contract restructuring, and 4) 

2 Avoided capacity costs shall be calculated on a monthly basis and equal the net change in residential 
customers for CJP Group 1 and Group 2 multiplied by the corresponding Benchmark Use per Customer 
and by the average fixed capacity cost reflected in the concurrent BGSS filing of each respective 
Company. 
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reductions in the commodity cost of gas supply effectuated through 
purchasing strategies. 

iii. Category Three are each Company's savings associated with avoided 
capacity costs to meet residential customer growth on a prospective 
basis beginning with the first annual CIP filing following implementation of 
these terms. Avoided capacity costs shall be calculated on a monthly 
basis and equal the net change in residential customers for CIP Group 1 
and Group 2 multiplied by the corresponding Benchmark Use per 
Customer (defined in Paragraph 13(b) herein) and by the average fixed 
capacity cost reflected in the concurrent BGSS filing of each respective 
Company. Exhibit E provides an example of the avoided cost BGSS 
savings calculation. 

iv. Additional savings pursuant to Paragraphs 13(a) (ii) and (iii) will only be 
counted within the Modified BGSS Savings Test after agreement is 
reached with Rate Counsel and BPU Staff about BGSS savings 
transactions. 

a. The Parties further agree to adopt an additional recovery limitation to 
non-weather-related CIP margins equal to 6.5 percent of variable margins 
for the CIP accrual year. Specifically, variable margins will be calculated 
upon: (i) the basis of the number of customers, (li) the applicable baseline 
use per customer ("BUC") and (iii) the associated margin per therm. The 
margin revenues for each month for each CIP Group shall equal the 
actual number of customers multiplied by the BUC and multiplied by the 
margin revenue factor. The resulting monthly values shall be summed for 
all twelve months for all CIP Groups in order to yield the total Variable 
Margins for the year. Recoverable non-weather CJP amounts shall not 
exceed 6.5% of the aggregate variable margin revenues under this test. 

b. The dual cost recovery tests set forth in this paragraph shall operate in 
conjunction with each other in such a manner so that the total non­
weather recoverable amount is limited to the smaller of the two 
recoverable amounts allowed under the separate Modified BGSS Savings 
Test and the Variable Margin Revenue Test. 

c. The Parties agree that any amounts, as set forth in paragraphs 13a and 
13b, that exceed the Modified BGSS savings test and/or the Margin 
Revenue recovery limitation, may be deferred for future recovery and are 
subject to either or both of the recovery tests in a future year consistent 
with the amount(s) by which either or both of the non-weather margin 
impacts exceeded the recovery tests agreed to herein, and subject to the 
ROE test for the total weather and non-weather related recoveries sought 
in any years.. However, any amount by which either the BGSS savings 
or the recovery limitation cap exceeds the non-weather-related impact in 
a given year may not be carried f01ward. The Companies agree not to 
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seek recovery of any interest associated with any deferred carry-forward 
amount. 

d. The terms of the BGSS savings test of the currently-approved ClP shall 
continue in effect for the current accrual year through September 30, 
2014 and associated CIP recovery year of October 1, 2014 through 
September 30, 2015. The modifications to the BGSS savings test and the 
initiation of the Margin Revenue Test set forth in this stipulation shall 
apply for the CIP recovery year beginning October 1, 2015, which reflects 
CIP accruals for the previous 12 months ending September 30, 2015. 

• The Parties may propose a change(s) to their respective CIP in a subsequent base rate 
case proceeding. Specifically, that could be during the next base rate proceeding filed 
after the issuance of a Board Order in SJG's currently pending base rate case (Docket 
No. GR13111137) and the next base rate proceeding filed after the issuance of a Board 
Order in NJNG's upcoming November 2015 base rate case. 

DISCUSSION AND FINDING 

The Board, having carefully reviewed the record in this proceeding and the attached Stipulation, 
HEREBY FINDS that there has been a full review of the Companies' CIP filing and, therefore, 
given the proposed modifications to the program, the Stipulation is reasonable, in the public 
interest and in accordance with the law. 

There is no immediate rate impact. The earliest there could be a potential rate impact on 
customers of NJNG and SJG is October 2015. The impact of the CIP is limited by the cap and 
by the requirement that there must be a supply cost reduction equal to at least 75% of the level 
of any margin revenue increase(s). 

The ClP provides a rate design and recovery mechanism for NJNG and SJG that separates 
margin recoveries from the overall amount of gas sold. Based on the program results, the 
Board is persuaded that the CIP has effectively changed the culture of the Companies to no 
longer promote the increased use of natural gas. Through this CIP mechanism, both NJNG 
and SJG have refocused internal marketing strategies from the promotion of additional burner 
tips at customer locations to the encouragement of energy efficiency and conservation. This 
CIP mechanism operates in conjunction with and is supportive of the current state and federal 
focus on energy efficiency and conservation as directed by the 2011 Energy Master Plan. 

Accordingly, the Board HEREBY ADOPTS the Stipulation as its own as if fully set forth herein. 

The Board HEREBY APPROVES the tariff sheets of NJNG and SJG attached to the Stipulation 
as conforming to the terms and conditions of this Order. 
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This Order shall become effective on May 30, 2014. 

DATED: BOARD OF PUBLIC UTILITIES 
BY: 

~~ 

ANNE M. FOX 
OMMISSIONER 

ATIEST: 

KJfitoi{ 
SECRETARY 

PRESIDENT 

7 

/ 

. 
( 

EPH L. FIORDALISO 
MMISSIONER 

' 
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NEW JERSEY NATURAL GAS COMPANY 

BPU No. 8- Gas Origi11a(Sitget No. !71! 

RIDER "I" 

CONSERVATION INCENTIVE PROGRAM CIP 

Applicable to the following service c!a~siflcations: 

RS Residential Service 
GSS General Service- Sma!! 
GSL General Service - Large 
ED Economic Development 

I. DEFINITION OF TERMS AS USED HEREIN 

I. Actual Number a( 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. 'llte 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 A'ljustment. 

2. Actual Usaf!e oer Customer- the Actual Usage per Customer (''AUC") shall be determined in 
therms on a monthly basis for each of the Customer Class Groups to which the CIP applies. The 
AUC shall 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. ArliustmeJII Period- shall be the year beginning immediately following the conclusion of the Annual 
Period. 

4. Allllllal Period - shall be the twelve consecutive months from October I of one calendar year 
through September 30 of the tO!towing calendar year. 

5. Average 13 Month Commo11 Equitv Baluflce- shalt be the common equity balance at the beginning 
of the Annual Period (i.e., October 1) and the month ending balances !Or each of the twelve months 
in the Annual Period divided by thirteen ( 13). 

6. Ba.~eli11e Usage per Crtstomer- 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 BUC shall 
be rounded to the nearest one tenth of one therm. 

Date of lrrue: 
Issued by: 

October 6, 2001! 
Mark R. Sperduto, Vice Pre.~ ide/If 
Wall, NJ 07119 

Effective for un•ice rendered 011 
1111d after October 3, 2008 

Flil!dpursum/1/o Order of tile Board of Public Utilities e/1/ered in 
Doekl!l No. GR071101!89 



BPU No. B- Gas 

NEW JERSEY NATURAL GAS COMPANY 

RIDER "I" 

Third Reviud Sheet No. 179 
S11perseding Seconrl Reviser! Sheet No. 179 

CONSERVATION INCENTIVE PROGRAM CIP (Continued) 

7. Customer Class Group - For purposes of determining and applying the CIP, customers shall be 
aggregated into four separate recovery class groups. l11e Customer Class Groups shall be as follows: 

Group 1: RS (non-lJeating customers only) 
Group II: RS (heating customers only) 
Group III:GSS, ED using less than 5,000 therms annually 
Group !V:GSL, EO using 5.000 them1s or greater annually 

8. Forecast Ammo/ Usage- the Forecast Annual Usage t"FAU'.) shall be the projected total annual 
throughput for all customers within the applic~ble Customer Class Group. The FAU shall be estimated 
based on normal weather. 

9. Incremental Large Customer Count Adjustment - the Comp~ny shall maintain a list of incremental 
commercial and industrial customers added to its system on or after May l, 2008 whose connected load 
is greater than that typical for the Company's average commercial and industrial customer. For 
purposes of the CIP, large incremental customers shall be those customers whose connected load 
exceeds 2,000 cubic feet per hour ("CFII"). 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 lOr 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 !hut exceed 
the 2,000 CFH threshold divided by 1,000 CHI, rounded to the nearest whole number. 

10. Margin Revenue Factor -the Margin Revenue factor {"MRF") shall be the weighted-average margin 
rate as quoted in the individual service classes to which the CJP applies. The MRFs by Customer Class 
Group arc as follows: 

Group I (RS non-heating): 
Group [{ (RS heating): 
Group iii (GSS, ED using less tlum 5,000 therms annually) 
Group IV (GSL. ED using 5,000 therms or greater annually) 

$0.3163 
$0.3163 
$0.2778 
$0.2179 

The MRF shall be reset each time new base rates arc placed into elTttt. 

Date of !.~.me: 
Issued by: 

Jm1e 4, 2013 
M11rk R. Sperrluto, Senior Vice President 
lf\,/1, NJ 07719 

Effe~1il'l![or service remlered 011 

a11d after J11ne I, 2013 

Filer! purswwtto Onfer ojllu Board of Public utilities emeretl ill 
Dacket No. GR121 11035 



NEW JERSEY NATURAL GAS COMPANY 

BPU No. 8 - Gru Original Sheet No. 180 

RIDER "I" 

CONSERVATION INCENTIVE PROGRAM- C/P (Continued) 

II. BASELINE USAGE PER CUSTOMER 

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

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

RS RS than 5,000 therms 
Month Non-Heating Heating annually 

Group IV: 
GSL, ED using 
5,000 therms or 
greater annually 

Oct. 19.6 51.0 79.6 1,059.1 • -~ - --

Nov. 24.4 97.4 99.9 2,026.2 .. ------

Dec. 21.1 168.3 214.1 2,59 1.6 

3,012.6 

2,687.9 

2,090.8 

1,25 1.1 

... 
Jan. 22.0 

Feb. 17.5 

Mar. 17.3 

Apr. 7.6 

May 8.3 

Jun. 12.7 

Jul. 19.4 

Aug. 17.6 

Sep. 19.4 

Total Annual 206.9 

190.4 

166.3 

136.9 

77.6 

4 1.2 

25.4 

24.1 

23.6 

__1QJ 

1,028.3 

254.6 

235.2 

187.6 

96.8 

47.2 

24.9 

27.4 

38.0 

____1A.1 

1,320.0 

803.7 

564. 1 

541.0 

485.2 

631.3 

17,744.6 

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

Ill. DETERMINATION OF THE CONSERVATION INCENTIVE PROGRAM RATE 

A. At the end of the Annual Period, a calculation shall be made that determines for each Customer Class 
Group the deficiency or excess to be surcharged or credited to customers pursuant to the C IP 
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 Act11al Number of Customers and then multiplying the resulting therms by the Margin Revenue 
Factor. 

Date of Issue: 
Issued by: 

October 6, 2008 
Mark R. Sperduto, Vice President 
Wall, NJ 07719 

Effective for service rendered on 
and after October 3, 2008 

Filed pursuant to Order of the Board of Public Utilities entered in 
Docket No. GR071/0889 
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I BPU No. 8 - Gas 

NEW JERSEY NATURAL GAS COMPANY 

RIDER "I" 

Fim Reylud Slim No. 181 
Supersetli11g Original S fleet No. /81 

CONSERVATION INCENTIVE PROGRAM - CJP (Continued) 

B. Recovery of margin deficiency associated with non-weather related changes in customer usage will be 
subject to a BGSS savings test and a Margin Revenue recovery limitation ( .. recovery test'> .. ). 
Recovery of non-weather related margin deficiency will bc;_limited to the smaller of< I) the level of 
BGSS savings achieved when such savings are less than 75 percent of the non-weather related margin 
deficiency. i.e. BGSS 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 pbo_ve 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 testL For the purposes of th is calculation, the value of the weather related 
portion shall be calculated as set forth in Section IV of Rider D of this Tariff. 

C. In addition, the CIP shall not operate to permit the Company to recover any portion of a deficiency 
that will cause the Company to earn in excess of a 10.3% return on common equity for the Annual 
Period; any portion which is not recovered shall not be deferred. For purposes of th is 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 j urisdictional net income shall be calculated by subtracting 
from total net income (I) margins retained by the Company from non-firm sales and transportation 
services, net of associated taxes, (2) net income derived from unregulated activities by New Jersey 
Natural Gas Company and (3) margins retained from the FRM Program and Storage Incentive 
Program, net o f associated taxes. The Company's average thirteen-month common equity balance for 
any Annual Period shall be the Company's average total common equity less the Company's average 
common equity investment in unregulated subsidiaries. 

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

IV. TRACKING THE OPERATION OF THE CONSERVATION INCENTI VE PROGRAM 

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. 

,' / 
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CONSERVATION INCENTIVE PROGRAM- CIP (Continued) 

~annuai.Jll.i!lJLfor th~ :llfulstmcnt to the CIP rate shall be concurrent with the annual filing_for B<ISS, 
I he CIP filctor sh:~ll be eredited/eollectcd on a hasis within the DeliYS.Q' Charg&. tor all service 
classitientions stated above 

The currently effective CIJ> factor 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): 

$0.0049 
$0.0240 
$0.0581 
$0.0568 

For the recovery of the October 2012 through September 2013 CIP margin deficiency, the recovery of the 
margin deficiency associated with non-weather related change in customer usage included in the above factors 
are 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. 

teoflssue: 
l ued by: 

~ 

Mark R. Sperduto, Senior Vice President 
Wall, NJ 07719 

Filed pursuant to Order of the Board of Public Utilities entered in 
Docket No . . GR/JOJ0/8~ 

Effec:til'efor Strl'ice rendered on 
andafttr, 

. . 

[_ odeted: FOMrth ===--------------J 

Deleted: 0d-obn_ z..;.4,_1o_I _J ------< 
Deleted: Nov<mlHr I, 1013 

Formatted: Font: 10 pt, Italic 

Deleted: GR/JOSIUlS 



SOL'TII JEHSEY GAS COMI'A:"lY 

B.P.U.N .. I. No. 10- GAS Original Slleet :"Jo. 102 

HIDER"~!" 

CO:"JSERVATION INCENTIVE 1-'ROGRA~t ("CIP") 

APPLICABLE TO: 

IMe Schedule RSG 
R~te Schedt1lc GSG 
Rme Schedule GSG-L V 

Rcsidenti~! SeiVice 
Genera! Service 
Genera! Service- Large Volume 

(a) This RiJer ~M" sholl be kmnvn as the Conservmion Incentive Program ("Cil'"). Jt shall be utilized to ad;ust the 
Company's revenues m cases \\heroin Actual Usage p~'l' Customer cxpenenced dunng an Annual Pcnod varies 
from the Baseline Usage per Customer ("BUL') This adJusuncnt wil! be cffectuateJ through a credit or 
st1rchargc applied to customers' bil!s during the Adjustment Period. Tile credtt or surcharge will also be adjusted 
to rellcct pnor year under recovcnes or over recovencs pursuant to this ClP_ 

(b) "l1w BUC '" thcrms for each Customer Class Group by month ts as follows· 

Group 1: Group II: 
RSG ><SG Group Ill: Group IV: 

Mgnth Non-lleating Heating GSG GSG-LV 

Ocl. 10.6 36.7 239.1 11,848 J 

N'" 14.8 79.6 302.9 !9.6722 

Doo 16 8 129 6 706.6 26,311.9 

Jan 18A- 162 7 740.1 30,164.5 

Feb. 15.7 !35.3 630 27,515.6 

Mo; 19.7 104.8 481 2 23,359.75 

Apr_ 10_9 50.5 229.4 15,855.1 

Moy 15.1 30 7 145.8 8,605_6 

'"" 112 '" 120 6 6,753 3 

Jul. 13.6 17.9 142 2 5,684_7 

A"g 16 6 23 2 182 0 8,448.2 

s~P- $] ].7__2. H;L:.r; ~.l_ll_ 

Total 172 1 803 6 4,063 1 190,210.9 
Annual 

The BUC shall b~ reset each time new base rates arc plated into cfTect as the result of a base rate case 
prrn;ceding. 

(c) At the end of the Annual Penud, a calculation shall be made that determines for each Customer Class 
Group the dcfictcncy ("De-lktency") or exce:;s ("Excess") to be surcharged or credited to custom~rs pursuant to the CIP 

Issued January 15,2010 
by South Jersey G"" Company, 
E. Graham, Prtl!idcnt 

Effective with service re111lercd 
on :lDd :1ftcr September 17, 2010 

Filed pursuant to Order in Docket Nu. GIUOOIOOJS oft he Huard or 
Public L'tilities, State of New Jc~y. dated September 17, 2010 
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(d) 

CONSERVATION INCENTIVE PROGRAM 
(Continued) 

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. 

Recovery of any Deficiency in accordance with Paragraph (c), above, associated with non-weather related 
changes in customer usage will be subject to a J!Q$.~ .~!!Yil)g~ )e;>J and a margin rev,~<nU.!( r~<S;QV!ID: lil)Jitati9n -A~ ~------ Deleted: limited to tlte level of 
provided for in the 2C\.!.i Order of the Board of Public Utilities in Docket No. GR I3030 1 3~ The value of the •• ••. _}-..;D;.;el;;,;e;.;t.;;.ed;;,;:..;a;;;ch;;,;ie,;,;v;.;ed.;;.;;;..;..;.;.;.;;.;;.;... ____ -i 
weather-related changes in·c~stomer ;;s-age'5Jii;Jj 't)e caic~lated in accordant~-~iiti'Rider F to this tar ifl . . ""::-•. }-..;;.;;.;;.;;.;;,;;.;,..;;.;;;;.;..;.;.. _____ __ ......: 

••• • Deleted: 06 

(e) 

(f) 

Except as limited by Paragraph (d), above, the amount to be surcharged or credited to the Customer Class Group 
shall equal the aggregate Deficiency or Excess for all months during the Annual Period determined in accordance 
with the provisions herein, divided by the FAU for the Customer Class Group. 

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

Group 1: Group II: 
RSG RSG Group III : Group IV: 

Non-Heatin2 Healing GSG C.SG-LV 

CIP Factors Per Therm ($0.0303) $0.0365 $0.0364 $0 0347 

Applicable Revenue Tax Factor 1.0022 1.0022 1.0022 1.0022 

CIP Factors Per Therm ($0.0304) $0.0366 $00365 $0.0348 

Applicable NJ Sales Tax Factor ____LQ1 ____LQ1 ____LQ1 ____LQ1 

CIP Factors Per Therm with NJ ~ Sll.ll.l2l S.MJ2l. $00372 

Sales Tax 

(g) The CIP shall not operate to cause the Company to earn in excess of its allowed rate of return on common equity 
of I 0.30% for any twelve month period ending September 30; any revenue which is not recovered will not be 
deferred . For purposes of this paragraph (f), the Company's rate of return on common equity shall be calculated 
by dividing the Company's net income for such annual period by the Company's average 13 month common 
equity balance for such annual period, all data as renected in the Company's monthly reports to the Board of 
Publ ic Utilities. The Company's net income shall be calculated by subtracting from total net income the 
Company' s share of margins from: (I) Interruptible Sales; (2) Interruptible Transportation; (3) On-System 
Capacity Release; (4) Off-System Sales and Capacity Release; (5) the Storage Incentive Mechanism, (6) the 
Energy Efficiency Tracker, and (7) the Capital Investment Recovery Tracker. 

(h) As used in this Rider "M", the following tenns shall have the meanings ascribed to them herein: 

Issued September 18, 2013 
by South Jersey Gas Company, 
E. Graham, President 

Effective with service rendered 
on and after October 1, 2013 

Filed pursuant to Order in Docket No. GRI3050434 of the Board of 
Public Ulilitles, Slate of New Jersey, dated September 18, 2013 
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(1) Aduul Number of Cu~tomers- the Actual Number or Customers {'"ANC"') shall b<: dctem1incd on a 
monthly basis for each of the Customer Class Groups to which the C\1' Clause applies_ The ANC shall 
equal the aggregate actual booked number of customer£ for the month as recorded on the Company's 
b()Oks, ph1s any Incremental Large Customer Count Adjustment for the Cttstomer Class Group_ 

(i1} Actuall'sngc per Customer- the Actual Usage per Customer ("AUC') shall be determined in lhcrms 
on a monthly basis for each of the Customer Class Groups to which the ClP applies The i\UC shall 
equal the aggregate actual IJ.ooked sales for the month as r~><:ordcd on the Company"s books dtvtdcd by 
the Actual Number of Customers for the corresponding month. 

(iii} Adjushncnt Period- shall be the calend~r ye~r beginmng immedm!cly following the conclusion ofthe 
Annual Period 

{iv) Annual Period- shall be the twelve consecuttve months from October I of one calcndnr year through 
September 30 of the li.\llo,ving calendar year 

(v) 811sdine Vsagc per Customer- the Basel me Usage per Customer ("BUC') shu II be the average 
nonnalized consumption per customer by month denvcd from the Complilly's most recent base rate 
case, and stated in thenm on a monthly basts for each Customer Class Group to whtch the CIP applies 
The BUC shall be rounded t\> the near~st one tenth of one thellll 

(vi) Customer Class Group- For purposes of dctennining and applymg the CIP, customers shall b<: 
aggregated mto four separate recovery class groups The Customer Class Groups shall be as follows: 

Group]­
Group H. 
Group Ill 
Group IV. 

RSG (non-heating customers only) 
RSG (heating customers only) 
GSO customers 
GSG-L V customers 

(vti) Forecast Annunl t:snge- the Forecast Annual Usage C'FAU") shall be the proJected total annual 
throughput for all customers v.ithm the applicable Customer Class Group_ TI1e FAU shall be estimated 
based on noflllal weather. 

(vm) Incremental Large Customer Count Adjustment- the Company shall maintain a hst ofincr~mental 
commercial and industrial customers added to its system on or aner October I. 2005 whose connected 
load is greater than that t)pical for the Company's average commercial and industrial customer in the 
GSG or GSG-!.V rate schedules. For purposes of the CIP, large incremental customers shall be those 
GSG customers whose connceted load exceeds 1,200 cubic !Cet per hour ("CFlr') and those GSG-L V 
C!lstomcrs whose connected load exceeds 50,000 CHI A new Ct~5tomcr at an cxistmg location 
previously connected to the Company's facihtics shall not be considered an mcrcmenllll customer. The 
Actual Number of Customers for the Customer Class Group shnll be adjusted to rcncct the 1m pact of all 
such incremental commercial or industrial customers_ Specifically, the Incremental Large Customer 
Count Adjustment for the GSG customer class for the applicable month shall equal the aggregate 
connected load for all new active customers that exceed the I ,200 CF!l threshold divided by 600 CFI-1, 

Issued Jnnuary 15, 2010 
by Soutll Jersey Gu Company, 
E. Graham, President 

Eff~·dive with service rendered 
on and after September 17, 2010 

Filed purliuant to Order in llockcl No. GR100l003S of the Board of 
Public Utilities, Stute nf New Jersey, dated September 17, 2010 
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rounded to the nearest whole number. Similmly, the Incremental Large Customer Count 
for the GSG~I. V customer class for the apphcable month shall equul the aggregate connected load 
new active customers that exceed the 50,000 CFH !hrcsiJOid divided by 25,000 CFH, rounded to 
nearest whole number 

:\1argin Rev~ou~ Foetor -the Margin Revenue Factor ("MRF") sholl be the base rate, as 
rctleetcd in Appendix A to this Tarin: applicable to the Customer Class Groups to whtch the CIP 
applies, net of any applicable Riders, includmg tu.xcs The MRFs by Customer Class Group arc as 
follows 

Group I (RSG non-bcatmg)" 
Group I! {RSG hcuting): 
Group 1!1 (GSG)_ 
Group IV (GSG·LV): 

$0.4322 per therm 
$0.4322 per thernt 
$0.3483 per thcrm 
$0.1990 per thcrm 

(g) The annual filing for the adjustment to the CJP rule shall be coneorrcnt with the annual filing for BGSS_ 
The C!? t:'lctor shall be cre<lited/collecte<l on a per thcrm basis wnhin the Delivery Ch~rge for all service 
classific~tions stated above The level of BOSS savings referenced 111 Spccml Prov1sion {d) to this Rider 
"M" shall be Identified in the annual CJP filing, and serve as an offset to the non-weather related porl1on or 
the CIP charge provided in Special Provision (g) to this Rider "M" nte Periodic nnd Monthly BGSS rates 
idenufied m Rider "A" to this tariffshnll include the BGSS savings, as applicable. 

h~ucd January 15,2010 
by South Jersey Gas Company, 
E. Graham, President 

Erf~rtivc with service rendered 
on and after September 17, 2010 

Filed pltrsuant to Occisioo & Order in Docket No. GRIOOIIIOJS of the Board uf 
Pubii( Utilitie.•, State of New .Jcr~cy. dated September 17, 211111 



New Jersey Natural Gas Company 
CIP BGSS Savings Annual Therms 

Pipeline Contract No. Type of Transaction Quantity Dth 

Iroquois 570.01 Permanent release 

Tennessee 64306 
TETCO 897960 

Dominion 700045 
Dominion 20044 7 

Contract termination 
Contract termination 

Contract termination 
Reduced contract volume 

Total Permanent Reductions 

15,000 

11,000 
30,000 

10,000 
20,000 

Annual$ 

$ 1,996,185 

803,614 
7,993,500 

217,305 
1,032,957 

$ 12,043,561 



South Jersey Gas Company 
Permanent BGSS Savings 

Pipeline Contract No. Type of Transaction Quantity Dth Annual$ 

Transco WSS N/A Permanent release 51,837 $ 883,210 

Transco SS-1 N/A Contract termination 17,433 1,704,738 

Total Permanent Reductions With CIP Recognition $ 2,587,948 

Other Permanent Savings Without CIP Recognition: 

Texas Gas T9373 Contract termination 26,046 $ 2,987,033 

Dominion 200096 Contract Termination 24,874 1,909,427 

Columbia Gulf 38019 Contract Termination 45,985 1,672,759 

Total Permanent Reductions Without CIP Recognition $ 6,569,219 



Mod,ried CIP 
Example Calculauons 
Avoided Cost BGSS Saomqs 

Month 

<•< 

Group I RSG Non-Hoat;ng 

OciDber 
Nooember 
December 
January 
Februa,. 

"'~ 
'~' 
""' June 
July 
August 
September 

Subtotol 

Ba•e Year 
Customer Count 

'"' 

11000 
10950 
tOSOO 
•oo~ 
10800 
1075!J 
10700 
•oo~ 
•oooo 
10550 
10500 
10450 

Total Group 1 Avo:ded Cap•aty CostBGSS Sav<ngs 

Gmup 2 RSG Heat1ng 

October 400000 
November 400400 
December ·-0 Janum 401200 
Februe;y 401600 
March 402000 
Apnl 40i!400 
May 402800 
June 403<100 
July 403600 
Auguet 404000 
September 404400 

Subtotal 

Total Group2 Avoided Copa<:dy Cost6GSS SaVIngs 

Notes 

Current Year 
Customer Count ,,, 

10400 
10350 
10300 
10250 
10200 
10150 
10100 
10050 
10000 

9950 
9900 
B850 

404800 
405200 
405600 
405000 
~~00 
405800 
407200 
407600 
408000 
408400 
4oeaoo 
409200 

(1) Base Year Custofl\er Count Is equal to lha rest year ou•tomer count used to set baw rates m a 
base fllle case 

121 Untl n base rate oaso os omplomenled, Uw Base Year Customer Counts halt be the octual 
cuotomer count lor the penod Octob5f 20!3 - September 2014 

(3) Current Year Customet Ccunt os equal to the customer count m the CIP accrual ~ear 

Nell"""'""" 
Customer Count 
ldl-lb)l{c) 

141 The average P"' uml ElGSS Capaaty Cost represents the average of all capacttv costs on Ute BGSS portloloa 
1nduded In the annual 6GSS f;l>fl!llor tho prospecllV<l BGSS year This va:ue os used as a proxv IClf tho 
avooded cost of Incremental capaCity 

'"" <00 
000 

-600 
·~ 

·000 
;oo 

-600 ... 
·000 
-600 
-600 

<000 
4800 
<000 
4600 
4600 
4800 
<000 .... 
•eoo 
<000 
<000 
<000 

6osel;ne 
UseiCu•t ,,, 

" '" " ,. 
" ,. ,. 
" " ,. 
'" " 
"' 

Av"'age Per Un;t BGSS Cap 

~ 

'" "' "' ,., 
"0 
00 ., 
'" '" '" '" 
~· 

Average Par Un~BGSS CaP 

Total Avooded Capacity Cost 

Avoided 
Capacity 
m-ldl·te) 

-7200 
0000 

-toeoo 
·11400 
-10200 

0000 
-8400 
-7800 
-7200 
0000 

oOOO 
·0000 

·100200 

-15030 

166000 
336000 
;ooeoo 
840000 
672000 
576000 , .. """ 
192000 
ooeoo 
72000 
72000 
96000 

4008000 

OH 

501200 

586170 



STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES 

IN THE MATTER OF THE PETITION OF 
NEW JERSEY NATURAL GAS COMPANY 
AND SOUTH JERSEY GAS COMPANY 
FOR AUTHORITY TO CONTINUE THE 
CONSERVATION INCENTIVE PROGRAM 

BPU DOCKET NO. GRI3030185 

STIPULATION OF SETTLEMENT 

APPEARANCES: 

Tracey Thayer, Esq., New Jersey Natural Gas Company for the Petitioner, New 
Jersey Natural Gas Company 

Ira G. Megdal. Esq., Cozen O'Connor for the Petitioner, South Jersey Gas 
Company 

Felicia Thomas-Friel, Esq., Deputy Rate Counsel, James W. Glassco, Esq. and 
Sarah H. Steindcl, Esq., Assistant Deputy Rate Counsels, New Jersey Division of 
Rate Counsel (Stefanic Brand, Esq., Director) 

Alex Moreau, Deputy Attomey General, for the Staff of the Board of Public Utilities 
(John J. Hoffman, Jr., Acting Attorney General of New Jersey) 

TO: THE NEW JERSEY BOARD OF PUBLIC UTILITIES 

1. On March I, 2013, New Jersey Natural Gas Company ("NJNG") and South Jersey Gas 

Company ("SJG") (collectively, the "Companies") filed a petition (the "March 1 

Petition") with the New Jersey Board of Public Utilities (the "Board" or "BPU") to 

continue the Conservation Incentive Program ( "CIP") with certain modifications. 

2. The CIP was originally approved by the Board in an Order dated December 12, 2006 in 

Docket Nos. GR05121019 and GR05121020 ("Initial C!P Order") and was extended by 

the Board in an Order in those same dockets dated January 21, 2010 ("CIP Extension 



Order"). The CIP provides a rate design and recovery mechanism for NJNG and SJG that 

separates margin recoveries from the overall amount of gas sold (throughput). The CIP 

mechanism IS structured as modifications to the Companies' former Weather 

Normalization Clauses, allowing the Companies to normalize their margin revenues for 

variations in usage due to weather and, in addition, other factors including customer energy 

efficiency measures and conservation. The CIP includes an agreement by NJNG and SJG 

to provide the funding for and promote initiatives to encourage customer energy efficiency 

efforts and conservation. The CIP also includes a requirement that recovery of any non­

weather related revenue shortfalls are limited to the level of BOSS savings realized as a 

result of, for example, contract restructurings and other gas procurement strategies 

designed to benefit customers as provided for in Paragraph 33(b) of the Stipulation 

approved in the Initial CIP Order ("BGSS Savings Test"). As noted in the March 1 

Petition, since the inception of the program in 2006 through December 31, 2012, NJNG 

and SJG assert that their customers have reduced their natural gas consumption, enabling 

customer savings of $279 million and $331 million, respectively. Further, during the past 

seven years NJNG has provided $78 million and SJO has provided $85 million of BGSS 

Savings to their customers in conjunction with the CIP mechanism. 

3. Pursuant to the Initial CIP Order, the Weather Normalization Clause Tariff pages then in 

effect were suspended for each Company during the effectiveness of the CIP. 

4. In the March 1 Petition, the Companies proposed to continue the CIP with certain 

modifications. NJNG and SJG assert that doing so will preserve the essential components 
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of the CIP and maintain the balance of interests that was achieved under the prior CIP 

Stipulations approved by the Board. 

5. Public hearings for NJNG customers were held in Rockaway Township on September 10, 

2013 at 4:30 and 5:30p.m. and Freehold Borough on September 11, 2013 at 4:30 and 5:30 

p.m. Public hearings for SJO customers were held in Voorhees Township on August 7, 

2013 at 4:30 and 5:30p.m. No members of the public appeared at any of the NJNG or SJG 

public hearings or communicated in writing to either the BPU or the New Jersey Division 

of Rate Counsel ("Rate Cotmsel") concerning this matter. 

6. Representatives of the Companies, Board Staff and Rate Counsel, the only Parties to this 

proceeding (the "Parties"), have conducted discovery and held meetings to discuss certain 

modifications to the CIP. As a result of those discussions, the Parties have reached this 

Stipulation of Settlement (''Stipulation"). 

Specifically, the Parties STIPULATE AND AGREE that the CIP shall be modified with the 

following agreed upon changes: 

7. NJNG and SJG will continue to offer information and conservation programs designed to 

aid customers in reducing their natural gas costs and to reduce each company's peak winter 

and design day system demand. The programs include customized customer 

communications and outreach, enhanced use of online tools, and will specifically not 

replicate existing programs offered through the BPU Office of Clean Energy. 

8. Beginning October 1, 2014, the Companies will contribute funds as listed below for the 

costs and expenses associated with the programs discussed in Paragraph 7. Neither 

Company will seek recovery from ratepayers for those contributed funds. Each Company 
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will provide documentation of expenditures for these programs in its annual CIP filing 

made in conjunction with the annual Basic Gas Supply Service ("BOSS") filings. 

1. Annually $700,000 will be made available for the NJNG CIP program 

costs and expenses. 

n. Annually $500,000 will be made available for the SJG CIP program costs 

and expenses. 

If either NJNG or SJG does not expend the entire annual amount in a year, the difference 

between the annual amount and the actual amount spent will be added to the amount to be 

spent in the following year (the "carry-over balance") by that company. Should CIP costs 

for the programs exceed the funding levels established for either company within this 

Stipulation in any given year, NJNG and SJG will still provide funding for 100 percent of 

such program costs in future years. 

9. The Companies will continue to make annual CIP rate filings as noted in Paragraph 8 

herein based upon seven months of actual data and five months of projected data (June 1 

filing date) in conjunction with the annual BOSS filing. The filings will document actual 

results, perform the required Modified BOSS Savings test and Margin Revenue test both 

described in Paragraph 13 herein, and propose the CIP rate applicable to each CIP Group as 

defined in each Company's approved CIP Tariffs. Any variances from the annual filings 

will be trued up in the subsequent year. 

10. The CIP TariiT Pages for NJNG and SJG, as modified pursuant to the terms of this 

Stipulation, are set forth in Exhibits A and B, respectively, attached hereto and 

incorporated herein by reference. 

-4-



11. For purposes of determining recovery eligibility for CIP accruals, the margin impact of 

changes in customer usage will be segregated into weather-related and non-weather related 

components as set forth herein in paragraph 12. The non-weather related CIP Component 

shall be subject to a dual eligibility test comprised of the Modified BGSS Savings Test and 

the Margin Revenue Test as described herein in paragraph 13. The weather-related CIP 

Component shall not be so subject. 

12. For purposes of calculating the non~ weather CIP value, the margin impact of weather will 

first be deducted from the total CIP margin impact. The impact of weather will be 

calculated in a manner consistent with the methodology of each company's former Weather 

Normalization Clause, as set out in each Company's BPU-approved Tariffs and excluding 

the impact of a dead band. The weather-related component of the CIP surcharge or credit 

will be reflected in the CIP Tariti rate in the subsequent period. The total CIP value, 

including both weather and non-weather i1ctors, remains subject to the previously Board 

approved Return on Equity ("ROE") test as included in Rider I, paragraph C of the NJNG 

Tariff(Exhibit A hereto) and Rider M, paragraph (g) of the SJG Tarilf(Exhibit B hereto), 

13. The Parties agree that recovery of non-weather related CIP impacts shall continue to be 

subject to the application of an eligibility test. However, the existing BOSS Savings Test 

shall be replaced with a dual recovery test comprised of a Modified BOSS Savings Test 

and a Margin Revenue Test. In order to be eligible for recovery, non-weather related CIP 

impacts must pass both cost recovery tests. Amounts that do not pass one or both tests may 

be recoverable in future years as described below. 
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a. A Modified BGSS Savings Test shall reflect changes to the existing BGSS 

Savings Test originally approved in the Initial CIP Order and defined in 

Paragraph 2 herein. Specifically, the non-weather margin impact shall be 

multiplied by a factor of 75 percent prior to application of the BGSS Savings test. 

Further, the Parties agree to recognize three categories of savings when 

calculating the total savings used in the Modified BGSS Savings Test. 

1. Category One includes each Company's permanent savings realized from 

their respective permanent capacity releases or contract terminations on an 

ongoing basis. Currently, the pe1manent capacity releases and contract 

terminations for each Company are $12.044 million and $2.588 million for 

NJNG m1d SJG, respectively, based on the specific permanent releases and 

contract terminations listed in Exhibits C and D, attached hereto. These 

amounts will remain after the re-setting of each Company's CJP 

benchmarks in fuhrre base rate cases. SJG agrees not to seek current or 

future BGSS Savings Test treatment for $6.6 million of annual BGSS 

savings associated with permanent capacity releases listed as "released 

without CIP Offset (2007)" in Schedule A to in the Stipulation approved 

by the Board on December 31, 2008 in Docket No. GR08050367 and 

GR07060354 ("2008 SJG CIP Stipulation"), and listed in Exhibit D 

attached hereto. In addition, in paragraphs 9(a), (b) and (c) of the 2008 

SJG CIP Stipulation SJG agreed that certain other savings would not be 

eligible to offset CIP surcharges. To the extent that the limitations 
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included in paragraphs 9(a), (b) and (c) have applied to BGSS savings as 

of May I, 2014, they will continue to apply under the terms of the current 

BOSS savings test consistent with sub-paragraph e. below, and under the 

Modified BGSS Savings Test. These limitations will not, however, apply 

presumptively to futme savings sought to be used to offset CIP surcharges 

under the Modified BGSS Savings test. The parties reserve their rights to 

argue whether any such future savings, in whole or in part, should be 

eligible to offset CIP surcharges. 

u. Category Two includes BGSS gas cost savmgs from reductions of 

capacity on a long-term basis, i.e. for periods of at least one-year. This 

category of savings will include, but not be limited to: 1) additional 

contract tetminations not included in Exhibits C and D, 2) release of 

capacity to an affiliate or non-affiliate, 3) contract restructuring, and 4) 

reductions in the commodity cost of gas supply effectuated through 

purchasing strategies. 

iii. Category Three are each Company's savmgs associated with avoided 

capacity costs to meet residential customer growth on a prospective basis 

beginning with the first annual CIP filing following implementation of 

these terms. Avoided capacity costs shall be calculated on a monthly basis 

and equal the net change in residential customers for CIP Group 1 and 

Group 2 multiplied by the corresponding Benchmark Use per Customer 

(defined in Paragraph 13(b) herein) and by the average fixed capacity cost 
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reflected in the concurrent BGSS filing of each respective Company. 

Exhibit E provides an example of the avoided cost BGSS savings 

calculation. 

IV. Additional savings pursuant to Paragraphs 13(a)(ii) and (iii) will only be 

counted within the Modified BOSS Savings Test after agreement is 

reached with Rate Counsel and BPU Staff about BOSS savings 

h·ansactions. 

b. The Parties further agree to adopt an additional recovery limitation to non­

weather-related aggregate CIP margins equal to 6.5 percent of aggregate variable 

margins for the CIP accrual year for all CIP Groups ("Variable Margin Revenue 

Test"). Specifically, variable margins will be calculated upon: (i) the basis of the 

number of customers, (ii) the applicable baseline use per customer ("BUC") as 

discussed in Rider [ of the NJNG TaritT and Rider M of the SJG Tariff and (iii) 

the associated margin per therm. The margin revenues for each month for each 

CIP Group shaU equal the actual number of customers multiplied by the BUC and 

multiplied by the margin revenue factor as defined in Rider I of the NJNG TarifT 

and Rider M of the SJG Tariff. The resulting monthly values shall be summed for 

all twelve months for all CIP Groups in order to yield the total Variable Margins 

for the year. Recoverable non-weather CIP amounts shall not exceed 6.5 percent 

of the aggregate variable margin revenues under this test. 

c. The dual cost recovery tests set forth in this paragraph shall operate in 

conjunction with each other in such a manner so that the total non-weather 
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recoverable amount is limited to the smaller of the two recoverable amounts 

allowed under the separate Modified BGSS Savings Test and the Variable Margin 

Revenue Test. 

d. The Parties agree that any amounts, as set forth in Paragraphs 13a and 13b herein, 

that exceed the Modified BGSS savings test and/or the Variable Margin Revenue 

Test, may be deferred for future recovery and are subject to either or both of the 

recovery tests in a future year consistent with the amount(s) by which either or 

both of the non-weather margin impacts exceeded the recovery tests agreed to 

herein, and subject to the ROE test for the total weather and non-weather related 

recoveries sought in any year. However, any amount by which either the BGSS 

savings or the recovery limitation exceeds the non-weather-related impact in a 

given year may not be carried forward. The Companies agree not to seek recovery 

of any interest associated with any deferred carry-forward amount. 

e. The terms of the BGSS savings test approved in the Initial CIP Order shall 

continue in effect for the current accrual year through September 30, 2014 and 

associated CIP recovery year of October 1, 2014 through September 30, 2015. 

The Modified BGSS Savings Test and the Variable Margin Revenue Test set forth 

in this Stipulation shall apply for the CIP recovery year beginning October 1, 

2015, which reflects CIP accruals for the previous 12 months ending September 

30,2015. 

14. The Parties agree that the CIP mechanism will be subject to review as part of each 

Company's respective BGSS/CIP filing submitted in 2017. 
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15. The Parties further agree that this Stipulation fully disposes of all issues in controversy in 

this proceeding. 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 will not be bound to proceed with this 

Stipulation and will 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. 

16. It is the intent of the Parties that the provisions hereof be approved by the Board as being in 

the public interest. The Parties flllther agree that they consider the Stipulation to be binding 

on them for all purposes herein. 

17. 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, neither NJNG, SJG, the Board, its Staff, nor Rate Counsel wiH 

be deemed to have approved, agreed to, or consented to any principle or methodology 

underlying or supposed to underlie any agreement provided herein. 
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WHEREFORE, the Parties hereto do respectfully submit this Stipulation and request that 

the Board issue a Decision and Order approving it in its entirety, in accordance with the terms 

hereof, as soon as reasonably possible. 

NEW JERSEY NATURAL GAS 
PETITIONER 

By: 
TRACEY THAYER, ESQ. 
New Jersey Natural Gas 

DIVISION OF RATE COUNSEL 

By: 

STEFANIE A. BRAND, ESQ., 
DIRECTOR 

SARAH H. STEINDEL, ESQ. 
ASSIST ANT DEPUTY 
RATE COUNSEL 

Date: May _, 2014 

SOUTH JERSEY GAS COMPANY 
PETITIONER 

By ~h.~ 
IRA G. MEGDAL, ESQ. 
Cozen 0 'Connor 

STAFF OF THE NEW JERSEY BOARD 
OF PUBLIC UTILITIES 
JOHN J. HOFFMAN, JR., 

By: 
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ACTING A TIORNEY GENERAL 
OF NEW JERSEY 

ALEX MOREAU 
DEPUTY A TIORNEY GENERAL 


