
Elizabethtown Gas"
An AGL Resources Company

300 Connell Drive, Suite 3000
Be#,eley Heights, NJ 07922

908 289 5000 phon, e
www.el~:abethtown gas.corn

Via FedEx & Electronic Mail

State of New Jersey
Board of Public Utilities
44 South Clinton Avenue, 9~ Floor
P.O. Box 350
Trenton, New Jersey 08625-0350

June 24, 2014

Re: I]M/O The Petition of Pivotal Utility Holdings, Inc. d/b/a Elizabethtown
Gas For Approval of the Elizabethtown Natural Gas Distribution Utility
Reinforcement Effort Program and Deferred Accounting Treatment-
BPU Docket No. GO13090826

Dear Secretary Izzo:

Enclosed for filing in the above referenced proceeding is a stipulation executed by
Pivotal Utility Holdings, Inc. d/b/a Elizabethtown Gas ("Elizabethtown" or "Company"), the
Staff of the Board of Public Utilities ("Board") and the Division of Rate Counsel that would, if
approved by the Board, resolve all issues regarding Elizabethtown’s September 3, 2013 Petition.
Elizabethtown respectfully requests the Board to consider and approve the Stipulation at the
Board’s earliest convenience.

Please contact the undersigned if you have any questions.

Respectfully submitted,

Mary P~tricia Keefe " / (,/
Vice President, Regulatory Affairs
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In the Matter of the Petition of Pivotal Utfllty
Holdings, Inc. d/b/a EIizabethtown Gas For
Approval Of The EIizabethtown Natural gas
Distribution Utility Reinforcement Effort Program
and Deferred Accounting Treatment

STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

---X

Docket No. GOD090826

FINAL STI~ULATION

Deborah M. Franco and Kenneth T, Maloney (Cu]len and Dyk~an LLP), Attorneys for the
Petitioner, Pivotal Utility Holdings, Inc. d/b/a EIizabethtown Oas
Mary Patrleia Keefe, Vice President for Pivotal Utility Holding~ Inc. d/b/a Elizabethtown Gas

FeHeia Thomas-Friel, Esq., Managing Attorney, Henry M. Ogden, Esq., Asslslant Deputy
Rate Counsel, New Jersey Division of Rate Counsel (Stefanie Brand, Esq., Director)

Alex Morenu, Deputy Attorney General, for the Staff of the New Jersey Board of Public
Utilities (John J. Hoffmaa, A~ing Attorney General of New Jersey)

BACKGROUND

1.    On September 3, 2013, Pivotal Utility Holdings, Inc. d/b/a Elizabethtown Gas

("Elizab~town" or "Company") filed a petition ("September 3 Petition") in response to the

Board’s March 20, 2013 Order issued in BPU Docket No. AK13030197 which invited the

submission of proposals for ~ upgrades designed to protect the State’s utility

infrastructure from future "major storm events". In the September 3 Petition, ~he Company

sought to (i) implement the Elizabethtown Natural gas Distribution Utility Reinforcement Effort

("ENDURE") Program to invest approximately $15.0 million in Petitioner’s natural gas

infrastructure and related facilities and communication planning over a one year period

commencing on January l, 2014 and ending December 31, 2014 to harden and prote~t the

Company’s infrastructure against damage from future major storm events and to assist Petitioner



in developing a more robust capability to effectively ~mmunizatc wi~ customers and pubt~c

officiais during and after weather-related emergencies;~ and (il) utitizc defected ~ccounting for

the cost of the program in ~ same manner approved by the Board in an August 21, 2013 Order

("Au~tst 21 Ozd~’) issued in BPU Docket No. OOt2070693. Th~ Sepmmber 3 Petition was

accompanied by the te.~stimony and supporting sche, dules of Brian MacLean, Petitioner’s Vice

President of Operations, Michael Scaeifom, Petition~’s Director of Engineering Services and

Thomas Kauframm, Petitioner’s Manager of Rat~s and Tariffs.

2.    In 2011 and 2012 New lersey experienced several major storm events, including

Hurri~.nv Irene, the O¢~tob~r 201I mo~v storm and Superstorm Sandy. These weather svemts

re, suited in many New Jersey resideats losing utility service and caused unprvceAented damage to

the state’s utility infrastraoturo. As stated in the September 3 Petition, E~town’s natural

gas distribution system experienced varying degree, of damag~ and service interruption as a

result of the major storm evems of 201 ! and 20t2, the most significant damage resulting from

Hurricane Irons and Superstorm Sandy.

3.    Since 2009, the Company has undertaken numerous aovelerated investments in

gas distribution infrastmeturs-relat~ projects that are outsid~ Eliza/mthtown’s normal capital

budget in order to increase and enhanc, the safety, reliability and integrity of the Company’s

natural gas distribution facilities. These projects are listed in Appendix A ax’mched to this

These projects w~e undvmaktm pursuant to two Board-approved programs: the

Utility Infrastructure E~nt ("UIE’~ Program app~ve, d by the Board in BPU Docket

Nos. EO090t0049, GO09010053 et at. GR1210095t and ~R11060360 and the Accelerated

InfixsW~ture Replacement ("AIR") Program approved by the Board in BPU Dork~ No.

t The proposed oxp,aditures ~onsLst~ of approximately $t4.9 million for lnfrtstrtmtttm r~tac~m~nts and
ea~rmtmtents and $.1t~0,000 for a mmsultant to assist the Company in dewloping ew.h~ commtmication
¢apabiliti,s.
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t~ohnologi~. That plan involved ~gag~g a consul~% ~ a cost o~ STLO0,O00 to as~st with this

6.

designed

As explained in the September 3 Petition, the proposed F.NDLrI~ t~ogram was

to be consistent with the Board’s objective to protect the New Je~y ufiIity

infrastructure from the hazards of major weathex events as stated in the March 20 Order. As the

September 3 Petition also expl~ the ENDUR~ Program may have the added benefit of

fostering economic development and job ~wth in He~ .~ersey be, cau..~ the program could likely

create jobs for the contractors who wilt perform the infrastructure r~plae, en~nts. The September

3 Pcdtion further explained that the ENDURE Program could haw the potential to pvrmh We

Company to avoid extraordinary storm costs in the future and effectuate the re91a~em~t of aging

facilities in a cost dtb.~v¢ manner.

7.    The September 3 Petition also proposed to ~ def~:ed accounting to account

for the actual costs associated with the proposed ENDURE Program, The accounting treatment

proposed in the September 3 Petition is the same as that presently in place and approved by the

Board in the A~ast 21 Order concerning Petitioner’s AIR program. Sl~cifie~y, the Septe, mbcr

3 Petition proposed that it b~ pea~nitted to seek to r~cover the actual costs of the ENDURE

Program, including all deferred amounts, through base rates ~a a base rate case to be filed no

tatex than September I, 20t6.

8. On January 16, 2014, the New ~Icrscy Large Energy Usexs Coalition

filed a Motion to Participate in this proceeding. On ~Ianuary 28, 20~4, Elimb~tow~ filed a letter

with the Board indicating that it did not oppose N.tLEUC’s reqce.st. The Board approved the

NJLEUC motion by order dated February 7, 2014.
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9.    Duly nolic~l public hsarings mgm’ding the September 3 Petition w¢~ lmld on

October 16, 20t3 in Rahway, New Jersey aad on Ogtobex 22, 2013 in Ft~fington, New Jersey. No

members of the pubfic a’tc~d th~ public hearings,

I0. Extensive d~scovecy has b~ propounded and answ~-~d in this proceeding and

Board of Public Utilities Staff (~’Sta~’), ~ Division" of Rat~ Counsel ("Rate Coumvl") and

Elizabvthl~nvn have engag~.d in duly notic~ dL~cussions to add~ss th~ ~solution of the September

3 Petition. As a resul~ Staff, I~te Counsel arid Eliz~bethtown ("Stipulating Parti~") haw

~oh~ this Stipulation which is intcnd~ to resolvv all issues associated with the September 3

Pctition0

Th~ Stipuhting Parties hereby STIPULATE AND AGREE a~ follows:

11. Under the ~NDURE Prognm~ Elizat~h~wn w~l invest up to $t4.9 million,

exclus~vv of the cost of removat, in incrcrncn~ ~ gas infrastmctar~ and ~ated facih’ties

investments during thv tram ofth~ prog~ a~ tbtlows:

(a) The repl~v~nent m~I upgrading to elevatvd presgure of approxinmtely 12

miles of low pressure C’LP") vast h-on main and associated fa~ili~dvs located within a designated

FEMA flood zone at a proj~tod cost of approximately $9.2 million; this project w~ll include

costs rvlamd to ~he relocation of the racier, but not the cost of the meter equipment;

(b) the relocation, elevation and hardening of the building lo~ted at the Erie

St~et prop~ ~n Elizabeth along wi~ related work at ~ projected cost of $5.4 million; md

(e) the har~g m~d elevation of three gate station fazilities ~o pro~ect the

SCADA syst~n cquipmen~ located at rinse sit~s at a projected cost of $275,000.



12.    Under the ENDURE Program, Etizab~thtown will be l~rmi~ to sp~ ~ to

$t00,000 m ~ngage a c, ons~mf dm~ the term of the pro~ma to assist the Company with

evaluath~g th~ r~ed to expand and ~nhane~ its current communications d~mols during major storm

~ffeetl~e Date.~d Term of ENDURE Program

The ENDUR~ Progrm~ s]~! ~me �ffective (m the efl’cctiv~ date of a Bourd

order approving this Stipulation.

14. On or about June 1, 20!5, the Company will make a filing with the Board

Filing") requesting a~flmdzafion ~ make art adjus~ent to bas~ distdbution rate. ~’ENDUR~

Revtmue Adjustment") to enab!, El~zabothtown to re~er ~o ~osts associated with

ENDURE Program in an amount up m $14.9 million pius an asso~ated Allowance for Funds

Usa During Construction ("AFUDC"). As s~t forth ~ below, the ENDURE Revenue

Adjustment reflected in the June Filing witl have a proposed effective date of November 1, 2015

and will reflect mgmd data through AFrit 30, 20t5 and projected data from May 1,2015 through

August 31, 2015. The Juno Filing wilt be the basis for public notices and public hearings.

The June Filing will be updatezl with actual data through August 31, 2015 by September

22, 20t5 for ENDURE Program costs for projects completed and placed in sorvi~ as of August

3 I, 20I 5. Th~ Company will have the opportunity to recover any ENDURE Program costs not

included in the ENDURE Rcvmme Adjustment in the Company’s next base rate case to be fried

by September l, 2016 (’q~vx’t Base R_.~te Case").

t 5. Th¢ review of the prudence of alt projects undertaken in the ENDURE Program

wiI1 not take place in the proceedings involving the June Filing. Instead the ENDURE Program
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co~s will be subject to prudence review in the Compa~’s Next Bas~ Rate Case. The ENDURE

Revenue Adjustment sh~l be provisional and subject to rdund only if th~ Board finds that

Etlzabvthtown imprudently £nvurr~d capital expenditures trader the ENDURE Program.

16, Rate Counsel and Board Btaff will have the opportunity to request disoove.sy on the

in_Cormafion prov|deA by EHzabvthtown in the June Filing. Nothing herein will preclude any

party from raising in ~e Next Base Rat~ Case any objection that coted have been raised in ~e

June Filing.

! 7. The revenue requirement for the ENDUR~ Revenue Adjustment sh~ be calculated

as follows:

ENDURE Pro.re’ram Co.~,- AI! quel~ ENDURE Program c,~itat expemditure~,

including actual vests of engin~ring, design and vonstn~tion, and prope~ acqui~fion,

including a~tuaI labor, matmiats, overload, plus capitalized AFUDC assoclatcd with the proj~ts

("ENDURE Program Costs"), will bv revovm’od through an adjus~ent to base distribution rates

(~’ENDURE/�.evenue Adjustment"), The ENDURE Program Costs will be ~co~ie~, during

consU-uetion, in a Constnmion Work in Progress ("CWIP’) account or a Plant in Servioe a~count

upon th~ respective project bvhng de~med ~sed and use, ful. The Endvze Program costs will be

detvtmin~ in a manner consistent with the Company’s curreat policies and practices w~th r~ga~

to capi~ ~, including overheads.

Net Investment- Is ~mfl to the ENDURE Program Costs that have been placed in

service less the associated accumulated d~afion l~s accumulate~ dvfvn’ed incom~ taxe~.

W~i_~ted Av~a_~e Cost_~f Cavita.I._.C’WACC"~- Although Elizabethtown’s authorized

return on equity (’T,.OE") is 10.3%, Elizab~,chtown agrees that the femm on the incremental



investments undertak~ in the ENDURE Program at issue in this preceding shall b~ at a

welght~ average cost of capital using a 5.00~ oost of long-term debt and a I. 16% cost of short-

term d~bt as of March 3 I, 2014 and a 9.75% return on common equity. The portions of debt and

e~uity in ~he capita[ structure shall be those underlying i~s current base rates as d~termi~ in the

Company’s last bas~ rote ca~ approved by Board order d~ed December 17, 2009 in BPO

Docket No. GR09030195 ("2009 B~ Rate Case’9 (Long-Term Debt: 45.t0%, Short-Term 7.0I%,

F:~quity: 47.89%,). This results in a WACC of7,0I%2 or 6,.05% on an after tax basis.

The ENDURE Rovenu~ Adjustment will be c~e..utated using t~ following formula:

Revenue Requirement = (~NDURE Program Rate Base ~t August 3I, 2t05 * ARe.r-Tax
WACC) + Annual Depreciation Expens~ (n~t of rex) + Tax Adjustments) * Revenu~ Factor~

ENDURE. Pro_~r~____Rate_Baso - Th~ ENDURE Prognun Ra~ Base wi11 be calcutatezl as

P~ant in Service, CWIP transferred into service and associated AFUDC. l~ss acc, tunulated

depreciation and less associated accumu|a~ed def~d incomo taxes. AFUDC wi!t be calculated

using the same methodology used for curr~t distribution assets consistent with the Company

AFUDC policy and p~rnitted by th~ Fcd~al Energy Regulatory Commission.

I~reciation .~_.__~.s~ - D~preciation expense w~l b~ c~culated based upon the

Company’s d~pr~ciafion methodolosy using a composite depreciation rate of 1.65%. The

Company will begin to dopr~iato an ENDURE Program asset onoe it goes into s~a’vics.

Tax Adius~._~- Includ~ the offsets of any flow through items and any tax law

changes codified by the Iat~mat Rev~ntm Service, the State of New J~s~y or any other taxing

authority.



Revenu~ Factor- The Company will apply a Revenue Faotor of 1.7t656.

Co~t of P~m~val- The revenue re~luitem~nt wit! not hI~I~d~ an ~xpe~ for tl~ r~covcry

of the Cost of Remora1 except to the ext~t it is ~mbedded ia the depr~iafion ra_~; however the

revenue require2n~nt witl include a remm on ti~ Cost ofgcmov~ of investment.

O~rafion & Maintenance (’~’0& ~M’~ Ex~nses - O~,/I expenses associated wi~h the

ENDURE Program will not he inolud¢~ nor witl such costs be deferred.

18. The revenue requirement associat~ w~th the ENDURE gownue Adjustment will be

recovereA through a uniform perocntage h~erease in base rate revenues to tho following f’mu

ser~¢� olassifioafions: RDS, SGS, GDS, L VD, EGF, GLS, FTS and Fh-m Speci~ Coutract

Customers. The base rates that are rovised as a result of th~ ENDURE Rcvenu~ Adjustment will

be oalculat¢~l utilizing the billing d~qcnninants and assessments und~lying �~be rates established

in the 2009 Base Rate Case and will be adjusted for ~pplicabte taxes. In acoordanee with the

Compauy’s currently effeofi.v¢ tariff, Re Margin Revenue Factor of the Weath~ Normalization

Clause shall b¢ redet~rmined

E.

19.

for the revised base rates to reflect the ENDURE Revenue

The E~DUR~ Program costs wiL! be subject to renew in Elizah~thtown’s Nex~

9
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AppendixA

Pivotal Utility Holdings, Inc. d/b/a Elizabethtown Gas
Summary of Accelerated Investments Infrastructure Projects

As 0£ March 31, 2014

Footage Cost
~rop.ram Replaced ~

t and tl
EP ((=;t iron) t35,420 $45.1
LP (cast Iron) 192,342 24.2
ERW" [s~ei) 23,500 7.4
Interconnects 26.5
Upmting Projec~ 4.3

Total 35t,262 $’t07.,5

A
EP (cast iron) 4,614 $ 1.7
LP (ca= Iron) 83,1 "~8 7.0
ERVV* (,~teer~ - ..__3.3

Tatal 87,732 $ 9.0

Total 438,994 $1t6.5

"Pm-197t ERW TranSmissk~ Steel Replacement



APPF_~QDIX B

MINIMUM ~G RF~UIREM~NTS

I) Eli~bethtown’s income stat~m~t for the most r~c~t 12 month period, as filed with the BPU.

2) ~Iizabethtown’s hahncv sh~-,t for the most r©cent 12 month period, as filed with the BPU.

3) Elizabothtowa’s ovet~I approved ENDURE Program capital budget broken down by
major catcgori©s, both budgeted and aotual amounts.

4) For ¢aoh ENDURE l~gram subprogram:

a. The original project summary for each ENDURE subprogram;

b. Expenditures incurred to date,

¢. Appropriat~ mottle (o.g., miles of main r~placod, relays ins~led, otc.)

5) AativipaIed subprogram timeline with updates and expected changes.

6) A calculation of th© proposed rate adjustment based on details related to ENDLr~ Program

projects inoludr, d in Plant in Service.

a. A calculation of the associated depreciation expense, based on those projcoLs closed to
Plant in Service during the period.

7) A list of any and all funds or credits received ~rom the United 8ta~cs goverament, thv Sta~ of
New Jersey, a county or a mtmicipaiity, for work related ~ any of~e END£
Program projects, such as relocation, reimbursement, or stimalus money,

a. An explanation of the f’mancial mmlment associated with the receipt of the
government funds or credits.

8) A revenue re.quirem~t calculation showing the actual capital expenditures for the period for
which the filing is made, as well as supporting calculations.





Pivotal Utility Holdings, Inc. d/bla Elizabethtown Gas
Quarterly Report on Capital Expenditure~ and Job Creation in Connection with ENDURE Program

as of

Appendix C
Page 2 of 2

Annual
Period

Jobs

To Date

Budget
Budgeted Actual

Yeady Spending-
Spending

Other Non-ENDURE Capital

Budgeted Actual
Spending

Notl;
Jobs C~’eated = ENDURE Hours reported divided by 1,820 hours per FTE

ENDURE Budgeted Spending represents total estimated spending for the 12 month period ending
ENDURE AcI:Ua| Spending-To-Date represents spending beginning as of~ ,date of the Board Order in Dkt. No, GO13090826

Other Non-ENDURE Capital spending represents normal capital spending and does not include any spending associated with
the ENDURE Program


