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STATE OF NEW JERSEY
Board of Public Utilities

Pos~ ~ce Box ~0
Tree.n, N~ Je~y 0~2~0~0

Parties of Record:

DEC $1ON AND ORDER
.~oPROVING SI’IPU~T[O N
OF SETTLEMEFTr

DOCKET NOGO17111130

Stacy Mli~chell~ ESq, SOUth Jersey Gas Co~par~y
Stefanie A. Brand, Esq,, Director, New Jersey ~ivleioe of R~e Cour~BI

BY THE BOARD:

BACKGROUND

~L(;~!~OJ:[~t_denin f,I an~ R~llabllit-,/

lhB New Jersey B~rd of Pub|io U~’|it~s (’Board") s empowered to ensure th~ rogu ~e~ public

~ ~c~ssa~ for the ~r~ o~ caring o~ ~ ~ov~ of ~ ~]/’ Th~ ~s ~f this
~ate hays h~d ~hat ~e gra~ of p~e~ by the ~a~u~ ~o the E~ ~s to ~ r~d broadly,
~d ~at the prisons ~ the s~a{~e g~m~ pvb{c ~ are to ~ c6~s~u~ I~lly, See,
~ ~n-r~ ~bEc Serv~ E~s~ ~ ~ Co~ny~ 35 N.J. 35~, 37t (~1) ~

~pff ~ Pu~¢ U~R~s, 117 N.J. S~sr, 3~ (App. Bv. t~71). ~ B~rd ~ ~so v~ed w~th the
a~ho~ity. ~su~ ~ N.J.S.A. ~:2-19, ~o ~nvest~ale a~y p~bI~ uti fly, ~. ~s~nt to N J,S.A,
48:2-t~ and 48:2~0. to issue or~m ~o ~b~¢ ~l~

On March 20 2013 the Board issued an Order~ I"March 2013 OK~ef’), recognizing "thin there
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inf~¢ture a~air~t Cama~e from ~ture Major

~y ~rast~re fro~ ~re ~or ~o~

and Re|iablT~ Program !! Pet~fJotl~

On November 2, 2017~ SJG filed a pet tion ("SNARP II.Pe~tior") for approve; of 8 ~;ond phase
~ ~s S~RP ~S~RP 17 or ~c~~) ar~ ~ ass~ed ~sl recov~y ~¢hanism. TSe
~m~ny pm~osed a ~ (3) ~ar p~, w~h a to:el in~menl I~ o~ a~mximate~y
$110.~ mitlio~. T~e C~pany ~c~ ~ in~e in ~H~P I f~ur (4) s~em s~han~me~

II is desgn~ te impru~ the sa%ty, reducing, m~li~ncy ~nd irtogr~ of SJG’s natural gas

SJG propos~ to re;over the ann~a reven~e ~uiremsrts a~so~ared wffh S~qP II in the

~ M ~pilaI (~ACC’) of 6.8% ~ch lnclad~ ~ retu~ on ~ty o~ 9.6% and an equity-to-
ca#~n ~o ~ 52.~%, a~ngst ether floras.

By O~ter dated Dscem~ 19, 20!7, the ~ard ~e~ermined that ~s 8~RP II ~h~n should be
~d ~/the B~rd for hear;r~ and, p~rs~a~ ~ N.J.S.A. 48:2-32, ~sgna~ Commissioner
~ian~ Solemn as t~e pre~ offi~r ~h~ to ~e ~ a~ mot’one that ~ d~rin9 the
~n~ncy ~ ~ pm~e~s ~ ~ ~y sched~tes m~ ~y ~ s~ as ~ssa~ to

~propra~e a~Ji~tion w~th I~ ~a~d ~ J~r/ 12, 20~8 ~ ~re ~ motions Lo

On February 21. 2018, Commseione; 8eIomon issued a ~e~ar~ ~aer ~Sng ~h the
pro~d~ ~duie n ~s matter, F~ng proof pu~ nebcs, t~ (2) pt, bi; hearings were
held In Voorhe~ on March ~5, 2018. ~ m~b~ of the ~blc ~p~r~, however no
~mmen~ ~re ~ered into ~he ~cord. ~ ~a~ d~ not ~ ~y wdtten ~mments with
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FolIawing the review of the SHARP II Petition an~J d~er:i, the Company, Board Staff and ti~e
New Jersey Division of R~e Counsel ("Rate COUnsel’) (¢ollec[ively, "Parlies’) held several
¢or~ferences arid an May 2, 2018 executed a Sti~ato~l of Settler~ar~t (’Stiptla’Jon"). The
Stipa at[on~ provides for tt~ folIowing:

13¸ The s~ope of the SHARP II Pru~ eha[I include the Company’s proposed

LOOp. Prcject, and Bdgant~"le Blidge Project, a~t instaIaton of aPproximately

14.

stpu~ ~ ~y m~nJsm. The
~mf[~ce on JL~ ~, 2018 a~ 8}~RP I inv~e~t~ be m~ o~ a 3 (three)

ex~ 0~ the S~ I ~p ~ay be s~ht ~ the Cam#any in the normal
c~e of a base ~te

O~r a ~ye~ ~e#~, 8JG r~mes the 5g~ ~ req~ ~ff~nal ~l~ef i~ a

Daring ma 8HARP ll, the Company ha~ agteeP to ~st an addi#e~ $10 mi)~ion

The C~m#any ~s ~e~ to ~m~e a~ Iocalz~ m~ replac~ts ~hat are

~ ~e s~pply fe~ s ~ av~Ia~e, p~ to p~c’~ the pr~s in ~, as par
of ~s no~aI ~ ~p~aI exp~d~ures.

19.
plaaniag and engineering of SHARP i~ Pro~ects incurred as of JLme 1, 2018, in
revenue requirements associated with SHARP ~1 prajects from June 1, 2018 to
Juile 30, 20:1£ (i.a., SHARP ~1 revetments for the frsl year of SHARP tl),

~* A!’Z, ough summarized ~ thi~ Order, sho;l}d t~ele ~ any ~fl~ ~en ~-is s~a~ and ~e
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COST RECOVERY

21.

22,

23.

Revenue Requireme~s a~ated ’~th 8HARP I1 [nvestmer#s that are
p~d in se~ lhro~ a~d ~r~ Ju~ 30, 2019 shalt be inciu~ed in

rates n Aprl ~19 and ~pdate such fling for a~ual ~a ~h June 30,
2019 ~ Juy 15, 2018.

Revent~e Raqur~nts aseoc~ted wth SHAAB II Irvestrr~n~ that ere
placed n setvi~ ~h an~ {~¢{ud#~g June ~, ~20 she{ ~ i{~ciuded in
base tales ~e~ O~o~r 1, ~2& 8JG sh~l make i~ 1~1 fi~n~ for such
rajas in ~dl 20~ ~ ~a~ ~ fi~g f~ ~1 da~ throu~ J~ne 30,
2020 by July 15, 2020

Rev~ Requi~merffs assisted ~th SItAFL~ ;I Ir~vestme~ts that are
pl~ in servce ~h~ou~ a~d ~’d~ Ju~ 30 2021 shall be included in
~ ra~ ~ve ~ober % 2021, ~O 8hall m~e hS ~1 fli~o for such
~es in Apt~ ~2~ ~nd update such fti~g for a~u~ ~ta ~h June 30,
2021 byJ~y 15, 2~1,

above a~ base rate adj~s~nh~ and 8re Pot su~ed to true-up or
,~econciliaticn once p~ into base rates.

Rate Cau~ an~ Statf w~ll ha~ lhe opparlu~ty ~ ~ropo~T~J di~iy O~ the
~}for~r~ o~ p~ov~d by SJG i~ eac~ o~ the ~a{ FJi~gs. Each ~ua{ Filing
~ be noticed for ~bl¢ ~ar~s w~ ~ ~po~e~i~ Io fi~ ~ony a~d, if
~cessa~, ev~em ~

The parl es agree ~t SHARP II Projects ’~1 t:~ sub~ect to a renew for prudent
~ reaes~b~ expe~a~tvres in lhe ~m~ny~ ~e~ ~e tale ~c~eding
A~u~ RI~s for
r~ ~ the

The Par~ies acknowledge thai by virtue of the ~oard Order da~e~ October 31,
2016 ia Docket No. GRI6020175~ the Ccmpar~y shalJ file te ne~ base rate case

T~ Company fLrth~- agcees t~ file a base rate case withL3 three (3) years
following the conc~usio~ of it~ SHARP 11.
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25.

Agenda Date: 5~22/!8
Agenda item: 2K

SNARP II Revenue Reqa~ment~ to be ~tc~uc’ed in each" of the Annual
discussed in the Stipu~tion wilt be oa~J ~e~i as re| ows:

e Co~ of - The retur~

Tn~ ~ ~ a WACC of &88% (6.22% after ~)

Revea~ Redvirenler~t = (($14ARP II Program Rate Base "After Tax WACC) +

._SHARP I[ Proglam Rata ~ - The SttARP II Progra,m Rats Base will be

de~bed’i~ ~ S!ipulslion.

.Deareciation E×£~ - Deprec a[iort expense wii be calcu ated based upon the
asset o[ass m~ftiptied by {he associated dePreC~atian r~te fo~ lhat asset, as
established in lhe Company’s most raoer~Jy oamp~med base ~te case in which
s~ch ~eprecatioa ~’ates are esta~is~led The Company will #e~in to depreciate

Re,~enae Factor - ~ Revenue Factor adjclsls tP, e Reven~e Requirement Net of
Tax far Fe~erai an~ State income taxes, the costs asset erect with the Board and
Rate CounseI A~n~al Assessments, and Bad Debt ~he revenue factor utilized
by the C4mpaay is 1.51668, which was u~ilized to set rmes in the company’s
most recent base rate case, ad,’usted for subsequent tax changes. ~he Revenue

Fedora; income tax rate, or the New Jersey Corporation Business Tax or Sales
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and Use ’T~<: rates. Fu~tt’~rr~re, ~ P~iSS agree ~at any R~ve~ue
aut,~or~ by t~e B~ i~ a s~eque~t ~ rate ~ ~1 ~ ~e~ ~n th~

~atio~" and ~tenan~ ("O&M’) Expenses "~ss~c~t~ w~
~j~ ~Zil not be incl~d~ n t~ ~at~n of ~ SHARP ~1 Revenue
Requ r~nL ~or ~1 such ~ be

SJG ag,"ees that tl~e SHARP |t Rsvem~e Adjustme~s ,~,i~l be p:’ovisi0nal and
aubje~ to refur~ ~e~y based on a fu|a~e finding by the Scare that SJG
anreasoneb.y nod imprude~ly ~re~ ~ expandtures through SHARP !1.

~h SNARP lI p¢o~ is ~s fl~ or eq~l to ~ Company’s
a~ing shml-te~ ~eb: ("S~ de~~) ba}a~ce, t~e ~p~cab~e AFUDC

ca~n, ~ b~od~ AFU~ r~e ~ ~at~= wil a~ a 8~ de~

ba~a~ and the CembalOs SHARP I WACC as ~;r~ ~n ~aragraph
18 ~erein, far 8~ po~’en ~ 8~P ~! ~P ~ ex~8 ~ the Company’s
month~n~ ~ ~ balance, an~

If the Company has t~o SfT deb~ at mcr4h end, the AFUDC ra~ w~ll be the
Co~paPy’s WACC ~or 8H~P IL For ~s of ~[t~[~ ~s maffeq the
P~e8 ~ree ~at the Company’s M~ff;ed FERC fo~ula s~ll include
t~ ~m~un~ ~AFU~ on a ~m~nua~ ~Ss f~ SHARP IL It is
f~her ~e to by the Pa~$ that wh~ 8~RF II projects are
trans~e~ from ~P to ~i~ty P~at in 8~;~, the ~oking of AFUDC
shaft ~ase a~d the ~k;~

2£. There is no rate impsct on customer’s at Ibis t~me from SHARP II. ]’he Pat~ies
agree that SJG w~II recover the costs associated with SHARP II Projects by
a~ustir~J the then,,cun’e,ql volumetric rate for all customer classes, a~focated in
the ~¢,anner presc[ibe~ n the Compares rnest re~e~ base rate ~. The base
~tes that am ~d as a resuff e[ ~ 8H~P II Base Ra~e ~,~tments shall

C~mpa~8 mos~ r~ ~ ra~ case, The Ma~in Rev~ue Fa~or set foAh in

mv~ to ~flect ~ 8~RP [I Base R8~ A~justme~.
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Agenda ~tern: 2K

The t’~ompaay wiII provide to the P~Ies, as part ~ its ~’~1 n eel Fi~ings described in
t~o Stip~atloft MFRs. Tt~ MFRS are attached to the S~p~at ~ ~ At~¢hment

REPORTING RFJ~UIREMENT~

31, The Company wtl p~vide quarter y re~ m~ ~ Program ~o ~ ~a~d Staff

J~.J.S~CUSSION AN~ FINDIN~

n eva U~ling a proposed Stip~at o~, ~ ~a~ m~ re~ ~ le~, bala~ the intere~B of
~ ra~payer~ a~d lt’e sh~roho~, a~d d~ whs~r the s~nt r~msents a

364 NJ S~[. 247 (App. DNj, eel. ~nie~, 152 NJ. 12 (1997}, The
M~h 2613 O~d~ fo~d ~a[ t ~ a~ate ~ ~vt~ ~11 regu at~ ~ti~es to submit detailed

fu~ ~r ~to~ E~. The M~roh 2013 ~ r~i~ Stsff to rev~w ~ ~¢acy of the
metres ~d by ~ ~lii~es an~ e~m~ 1he coStS ~O be poten~aI~ Incurred by the

~ ~11 ~ any ~te,%al benefit. ~er care~l~ c~edng t~ ~ in ~his pr~eding and

The P~es ~ree that the g~f ~f the SJG SH~P I is to imp~ ~ ~o~ ~siiency ef, and
rest~rati~ tim~ ~:, ~ C~mpa~’s d s~b~fi~ i~ra~J~m to be~e=~t ffs ~om~s and that
the sc~ ~ the Pr~mm ~ increme~aI n ~tu~ t~ SJG% e~s~ capital expOSures. The
B~ is pe~d~ ~hat the SJG’s S~ II, if ~tly exeos~, ~n 5~p pro~ec[ SJG’s
~m~ure from ~ ~r S:or~ Events, ~ p~g~m pr~des for r~ng by the
C~np~y an� ~ by S~ff a~ Rat~ ~uns~. Bas~ ~ the ~rds revew of the

W~ respect to the sfJpulate~l cost recovert mechanism~ the Board is p~ua~d lhat the
~chan sm p~pos~ ~n the ~ta:~n aI~’~ ~e C~pany ra~e rec~ery f~r a~ expenditures
r~t~ ~o faciities t~ have ~ plac~ i~ s~ce, b~ on a ~ona~ bas~, s~je~ ~o
[efb~. Thee ~s wll be S~ect ~ ~ in ~e ne~ base ra~ ~ ~ the C~]pany has
codified to fling w;[hin ~h~e (3) y~rs of ths ~nc~ ~ of ~ P~. The Board believes

g~ the C~mpany ~ re~n~ opp~ni:y ~ earn ~ts ~d rat~ ~ ream ~r the life of
the ~m~m ~e stil ~eding ~t~aye~ P~ ~g m~-e th~ r~;y ne~ssa~.
No ra~ wtl ~ char~ to c~omers u~l ~ faciities for w~ich t~ ~t~ are ~ c~a~ed
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Ager~da Date: 512~’~8 ¯
Agend~ Item: 2K

The ~:~erd ~ ~.~ tqe de~siot~s of Commi~or~er SeIemon rer~ered during the
proceedings ~ort~ reaser~ sta*,e~ i~ her OrdBrB.

The Gor~pany’s co~s wil remai~ s~#~ct to audil b~ the B, oe~d, This Dec~c~ arid Order shall
rte! preclude r~or prohibff, t~le Boar<Lfr~ mkng any actions determined to I~ 8#propriate as a
~’es~,tt of any ~eh

~iS OIde,~ shatI be effective or~ ,)~e 1, 2Ol&

BOARD or PUBLIC UTILITIES

UPENOPJ~ J. OHI~’~JKUL~
COMMISSIONER

ROBERT M. GORDON

ATTEST:

8
DOCKET NO. GO17t 11130



A£enda Dae: 5t22./18
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South Jersey Gas
1 8o~h Jersey P~aza, Route 54
Folsom, Nj 08037

Co,el,

Lib~ ~ew, S~ile 3~

~cchi~lndu~4tles, cuaj

Senior Vice Presi~e~ &
Chie~ Operations Officer

Senior Direc,~or, Regulatory Affairs

Kenneth J, Bare,a, Mana~r

Stefany M. Graham
Seaior Ann yst

Div~ioil of Rate Co~lnse: -
140 East Fro~ Slreet, 4t~ Float
Post O~ce Box 003
Trenton, NJ 08625

S~efanie A. Brand, Esq., Director

Board of Public Utili~:

3rd ~er, S~ 314
POSt ~i~ Box 350

Aida C~rr~acho,We, cb
8~eV~y of the ~ard

Division of Energy

Mlchae

F~e~utive Dire~or

Esq.

~puty A~o~ey~ 6etlsi~l:
Division of Law
124 Ha~s~ ~t
Post Offce ~x 4~29
N~ark, N~’ J~ey 07tO~

Alex Moreau, DAGale×.moreau~’d~taw.nioaa ,qov

Geoffrey Gersten, DAG
geot~ev.gersffe n~..law. ~ioa#.~lSv

Veronica Be.~e, DAG
~ r~ica.be ke(’d~law.nioa~ qo~
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He,nry Og~n, Esq,

mcaroseli~r~a,r~,~ov

A~erl~a Date: 5.t22/18
AGenda Item; 2K
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%~SOUTH JERSEY
GAS

Re:

SAM;Irk

co: Service L:st (via



SEiRVI C 17 LiST

44 Somh Cl~t~x Av~l~e, 3M
P. O, Box 350
Tm~ol~, NJ

Dix’isJon of Energy

P O. Box 350
Trenton, N3 086250350

44 Seut5 Clinm~ Avenue, 3rd gloa
P. O, Box 350

44 SoutI: Clinton
P 0 Box 350
Triton, N2 08625-0350

DIV~IOS O~ RATE COUNSEL

PO, Box 003
Y:~r::on, ~2" 08625

Feiida Thom:.~-Fr/d,
D|vision r~fRa*.e
140 ~st F~nt
P,O. Box 003
Trentc~ N; 08625

?,0. Box 003
T~mon, N~ 08625

DivNio:i 05 R~
E~t Finn: StY, 4~s Floor
Box 003

"I~a=ton, N: 08625
blipmma~nj.gov

Ma=ta Ceros~:~i,
IXvistc~: or"
140 East ~n{
PO, Box 003
Tre~n, ~108625
inca ~se:li@rFa ~ .gov

Division of P~te C~u~.sd

P,O, Box 003
T:~n~n, NJ 08625

RATI~ COUNSgL CONSULTA~\~S

Road
G~cenw".c~, CT 06870



Dep’,, of Publ:~ L~W & Public Saf~;y

P, O, Box 4502~

Veror:iea Beke, ~,, DAG
Deput~ A~ omey
Dept. ot PuNic l~w & ~bllc Safety
Di~s~on of

Newa~, N~ 07101

Iz*o~om, NJ 08037

Pau! J, Znccathm, S~r!~ Vice Pp~sidcnt &
Chief Opem{ien~ 0Near
South J~sey O~ Com~ny
Oae Se~ I~ey Plaza
FNsom, NJ 080~7
pzu~ino@~in~t;ies.~m



STATE OF N~W J]~RSBY

APPEARANCES:

TO TS’E H{ ),~,’Oi~d~LE CO?¢fMP~ SION ~.~S OF ~iE BOARD OF P~LIC









~lation of~V~ h~ co~

r~lne~ ~oei~4 w~th S~~ ~ p~ts ~m Y’~:e I, 20t 8 to

SHA~ lI kzv~wao::ts ~r ~:e fir~ y~r ~f S~&RP

A, COST RECOVERY

20. The Sigaato.-y Pa(des agree teat ~ost reeove*y for S H A~-,.~ lI Projects ,adll be



ra~s i:: A~ril )£?A ~ ~ fiEng for ~il ~ ~hro~g~ 7~c 30,
2020 by

L~fommafion p~ovided by ,~;O ha ~.*: uf’~e ~:~t;~ 1 Filings. E~:ch A’~_~ Filie, g will ’~ noticed

for public hearings whh the op~.a:~w {o file Ie~tgmony era& ~’n~essary~ ev~dcva2~, ~aa’ie4s.

p:x:dent aM rea~ahle .=×p~ndirarea in the Compaw’ s neat base rate



2016 ia Doek~ Ne, ORt ~0201.75=0 ~ COL%~7 ~iI Fie i~.na*~ b~ rate oas~ ~o

rmum on e@~y ~’, an eq~dty~-~pi~Iiza~[o~ ~o of 52.5~%. This r~ ~n a WACC
of 6,6~% (5.22% after ~) @e "A~r T~x WAC~. The Ng~toD’ P~i~ ~ tha~
~n7 WACC a’r&ori~d by ~le Bo~ ~ ~ ~abs~um~t b~e rate ~se will ~ ~flec’~d i~ Ne

imm~atdy foil#wii~g S~4~~ g ~-~1 filing,

fo:~t’da:

D~r~lk~or. Expemse (n¢~: of ~x)) * Rev~ue Factor



26,    Operation ~d Ml’Sm~nan~ ~’(~ivT) B×pe~s *~ ~isit~d tt, hh 1he ~HARP II

shall be as follow,~:

Com~is mo~y cost of S~ debt,



that

~se ~



Order(a), rhea ~y P~y h~o is ~ to p~ue i~ tkea a~l~le legal ~e~ies ,a4~

exp~ssly provi~ hereL~ ~ S!~:ato~ P~ ~kM: not ~ d~ed ~e ~ve ~pproved,
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OL ~’RBllL GREWAL
ATTOP~EY GENERAL OF NEW/ERSEY
A~tomey for the Staff of th~ B~xcl of P’.~blic Utilit ~s

By:
Vero~ea Bcke
DelmtY Attorney



SOJTH JERSI~Y GAS COMPANY

Depuly AtJon~ey General



RTEFA~IE A, BI~ND
D RECTOR, D VISION OF PATE



ATTA~E~ A

Draft fo:~m oI P~bli~ No’i~e.



2)

~)

MINLMUM FIT INO KF, QUIRE~MENTS


