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STATE OF NEW JERSEY

BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITION OF SOUTH : CASE SUMMARY
JERSEY GAS COMPANY TO MODIFY AND :

EXTEND ITS EXISTING CAPITAL :  BPUDOCKET NO.
INVESTMENT RECOVERY TRACKER (“CIRT

I1”) PURSUANT TO N.J.S.A. 48:2-21 AND N.J.S.A.

48:2-21.1

By this Petition, South Jersey Gas Company (“South Jersey” or the “Company”) seeks
Board approval to modify and extend the existing, Board-approved Capital Investment Recovery
Tracker II.

This Petition is safety driven. The Company is committed to and proud of its excellent
safety record and it firmly believes that the relief requested in this Petition will help the
Company carry that record forward for generations to come. The only project, out of the several
existing Board-approved CIRT projects, impacted by this Petition is the accelerated replacement
of bare steel and cast iron main, and associated services (“AMRP”). Some of this main to be
replaced has been in the ground for over a century, and, therefore, it is subject to the deleterious
effect the environment has upon such main. As a result, the integrity of that main is impacted.

At the current pace, it will take more than 50 years to replace all of the Company’s
unprotected bare steel and cast iron main, along with the associated services. 1f this Petition is
granted, it will enable the Company to accelerate that pace, resulting in complete replacement of
all unprotected bare steel and cast iron main, and associated services, in approximately 10 years.
An additional benefit of such an extension would be the retention and addition of jobs created by
the CIRT.

The CIRT II extension will generate a rate of $0.0122, including taxes, related to the
AMRP associated with the 2012 incremental $40 million. The overall impact of the Company’s
proposal will increase the bill of a typical residential customer using an average of 100 therms of
gas during a month by $1.22 or 0,91%, including taxes. This rate, if this extension is granted, |
will take effect March 1, 2013, In July 2012, the Company will file a Petition for CIRT II Rates
associated with the 2013 AMPR incremental $50 million, to be effective in March 2014,
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITION OF SOUTH : PETITION
JERSEY GAS COMPANY TO MODIFY AND :

EXTEND ITS EXISTING CAPITAL :  BPUDOCKET NO.
INVESTMENT RECOVERY TRACKER (“CIRT

II”) PURSUANT TO N.J.S.A. 48:2-21 AND N.J.S.A.

48:2-21.1

TO THE HONORABLE BOARD OF PUBLIC UTILITIES:

Petitioner, South Jersey Gas Company (hereinafter referred to as “South Jersey,”
“Petitioner,” or “Company”), a public utility corporation of the State of New Jersey, with its
principal office at One South Jersey Plaza, Folsom, New Jersey hereby petitions this Honorable
Board (sometimes hereinafter referred to as “Board”) for authority to modify its existing Capital
Investment Recovery Tracker II (“CIRT II”) and to extend the CIRT II for an additional year

pursuant to N.J.S. 4. 48:2-21 and 48:2-21.1. In support thereof, Petitioner states as follows:

L. THE PROPOSAL WILL PROMOTE SAFETY AND JOBS

I.  South Jersey’s Capital Investment Recovery Tracker (“CIRT”) has been in place
since April 2009, Through this mechanism, South Jersey has invested the following amounts
in safety delivering, job promoting projects:

2009  $57.2 million
2010 $37.4 million
2011  $50.4 million (projected)

2012 $10.8 million (projected)

The current mechanism, CIRT II, is set to expire on October 31, 2012.
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2. To continue to make essential investments, contribute to enhanced safety and
reliability, and promote jobs, South Jersey proposes to 1) extend the deadline for capital
expenditures for tﬁe accelerated replacement of unprotected steel main and cast iron mains, and
associated setvices, from October 2012 to December 2012; 2) add an additional $40 million in
incremental capital expenditures associated with the accelerated replacement of unprotected
steel and cast iron mains, and associated services, for 2012; 3) add an additional year (2013) to
continue the accelerated replacement of unprotected steel and cast iron mains and associated
scrvices; 4) allocate $50 million in incremental capital expenditures for the additional year; and
5) continue to use the CIRT II regulatory process for the accelerated replacement of
unprotected steel and cast iron mains, and associated services, expenditures through December

31, 2013.

1L THE TIME IS PROPITIOUS FOR THE PROPOSED MODIFICATION AND
EXTENSION

3.  Asof December 31, 2010, South Jersey had within its system 1,274 miles of
unprotected steel main (“USM”) and cast iron main, along with approximately 41,733
associated bare steel services.

4,  This main was installed between 1900 and 1971,

5.  As this system ages, safety and reliability demand its replacement.

6.  South Jersey has projected a cost of approximately $589 million to replace the
USM, cast iron main and associated services.

7. South Jersey has already been conducting an active main replacement program,
which includes replacement of the services associated with those mains. Specifically, South
Jersey has, for the past five years, spent between $7 million and $15 million per year replacing
such main and services, averaging $10 million per year. This average of $10 million per year

3
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for the active main replacement program is part of the Company’s capital expenditure budget.
South Jersey is not seeking to and will not reduce its average capital expenditures related to
USM and cast iron main and associated services replacement.

8.  But for the implementation of the replacement proposed in this Petition, at the
cutrent pace, full replacement of all unprotected bare steel main, cast iron main and associated
services will take more than 50 years.

9.  South Jersey believes that this replacement program should be accelerated. As
such, it proposes to implement a program that will reduce the replacement period from more
than 50 years to approximately 10 years.

10. South Jersey belicves that this program will promote public safety and system
reliability. However, to accomplish these goals, South Jersey will require regulatory the
treatment proposed in this Petition.

11.  The proposed program will also promo"re good, stable employment within South
Jersey’s service territory, and this State. It will help create and foster long-term employment
and it will help unskilled laborers become skilled.

12, Without the relief requested in this Petition, South Jersey’s accelerated program
will trickle down to a smaller program in 2012 and be eliminated in 2013. The resulting loss of
jobs that have been created since 2009 will be detrimental. Likewise, without the relief
requested, the ability for South Jersey to enhance the safety and reliability of its system will be
diminished.

13. If this Petition is granted, in 2012 South Jersey will spend its traditional §7

million to $15 million on main and associated services replacement through its construction
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budget, and an incremental $50 million through the CIRT, all on the replacement of USM , cast
iron main and associated services. It will do the same in 2013,

14. Moreover, the Company will continue to spend at least the Company’s 5-year
average of $24 million per year on non-revenue producing capital expenditures.

15. Attached to this Petition is the prefiled testimony of John F. Kiely. It
demonstrates the job-promotive effect that this Petition, if granted, will have.

16. The CIRT has significantly contributed to mitigating and reducing the serious,
deleterious impacts of the current economic crisis. Nevertheless, that economic crisis
continues, and further measures are necessary to maintain the job creation accomplished by the
CIRT.

17. In New Jersey, unemployment continues at unacceptable levels. In the housing
market, the foreclosure rate is still dramatic, inventories of unsold houses remain excessive,
and new housing starts continue at unacceptable levels. Economists generally agree that
capital investments by business will have a multiplier effect, and help stimulate the economy.

18. Because of the economic concerns within New Jersey, in 2009 South Jersey
implemented its first CIRT mechanism (“CIRT I”). It has been demonstratively beneficial.
CIRT II, approved in March 2011, also has been de_monstratively beneficial.

19. The modification and extension proposed herein will have the beneficial effect of
maintaining jobs on a current basis and promoting job growth while having the further
beneficial effect of providing an improved utility infrastructure, so as to permit long-term
growth of employment and economic benefits for New Jersey for the foreseeable future,

20. From a financial perspective, the approval of the modification and extension of

CIRT II as set forth in this Petition is also cost effective.
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21. At present, the cost of money is at historically low levels. Recently, the Company
has circled a very favorable interest rate for $35 million of {ong-term debt to be issued in April
2012, and which will replace higher cost debt. As a result, the Company would be amenable to
adjusting the capital structure in the CIRT to reflect these changes when they become effective.

22. In addition, natural gas rates are at or below 2003 levels and are projected to be
stable. As a result, there is the appropriate “headroom” to increase charges to customers to
allow for the incremental safety-related infrastructure spending.

23. The modification and extension of the CIRT II will be timely, and good public
policy.

III. WITHOUT A SUPPORTIVE REGULATORY ENVIRONMENT, SOUTH

JERSEY COULD NOT UNDERTAKE THE MODIFICATION AND EXTENSION
OF CIRT.

24. The modification and extension of CIRT II will involve significant and
incremental capital expenditures, These expenditures are significantly beyond the bounds of
South Jersey’s traditional capital expenditures for main and service replacement. Those
traditional expenditures will continue.

25. However, South Jersey could not undertake incremental capital expenditures of
the scope which it seeks to make, making its system safer and more reliable, without regulatory
support. The traditional rate base/rate of return ratemaking framework will not accommodate
incremental capital expenditures of this nature.

26. Without appropriate regulatory support, the incremental financial burdens of this
program could be detrimental. However, the Board has recognized this, and has afforded
South Jersey appropriate regulatory treatment through CIRT II. This has stabilized South

Jersey’s credit quality, while allowing the safety-producing, job-creating expenditures. This

6
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has happened without adverse impacts upon South Jersey’s cost of capital, and, ultimately,
upon rafepayers.
27. The following quote from Michael V. Grande and William Ferara of Standard &

Poor’s, demonstrates Wall Street’s support for the CIRT II mechanism:

“Standard & Poor’s regards regulatory oversight by the New
Jersey Board of Public Utilities (NJBPU) as supportive of credit
quality because it balances the financial interest of the utility and
its shareholders while supporting conservation efforts. Supportive
regulatory measures include:

The Capital Investment Recovery Tracker, which allows SJG to
spend an incremental $60.3 million in capital expenditures through
October 2012, recover the costs as the investments are made, and
earn its allowed rate of return on the expenditures.”

28. By this Petition, South Jersey seeks continued regulatory support for its enhanced

program from this Board.,

IV.  BACKGROUND

29. South Jersey is engaged in the transmission, distribution, transportation, and sale
of natural gas within its defined service territory within the State of New Jersey. Said service
territory includes all or portions of the following Counties: Atlantic, Burlington, Camden,
Cape May, Cumberland, Gloucester and Salem. Within its service territory South Jersey
serves approximately 350,000 customers.

30. South Jersey is subject to regulation by the Board for the purposes of assuring
safe, adequate and proper natural gas service pursuant to N.J.S.A. 48:2-23,

31. In furtherance of this responsibility South Jersey must maintain its public utility
infrastructure, including the property plant, facilities and equipment that comprise South
Jersey’s natural gas distribution and transmission system, in such condition as to enable the

provision of such service.
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V. PROCEDURAIL HISTORY

32. On April 28, 2009, the Board issued a Decision and Order in Docket No.
G009010051, accepting a Stipulation of the parties implementing the CIRT mechanism of
South Jersey.

33. On October 22, 2010, South Jersey filed with the Board a Case Summary, Petition
and Exhibits for the authority to make its annual adjustment to its CIRT charge and to extend
its CIRT for three (3} additional years (“CIRT II").

34, The Partics held several settlement discussions to address the resolution of
various CIRT II issues and settled various issues in accordance with a Stipulation entered in
Docket No. GR10100765 (“CIRT 1I Stipulation™). By Board Order, the CIRT IT Stipulation

was approved.

VI. SOUTH JERSEY PROPOSES TO CONTINUE THE CIRT II BOARD
APPROVED ACCOUNTING METHOD AND RATE MECHANISM

Accounting Method

35. Inthe CIRT II stipulation, the Parties agreed that, while the individual Qualifying
Projects were under construction, they would be separately tracked in a Construction Work In
Progress (“CWIP”) account, Each Qualifying Project would accrue an Allowance For Funds
Used During Construction (“AFUDC”) on a monthly basis. The AFUDC would be capitalized
and included in the CWIP balance in order to be recovered through the CIRT Rate Adjustment.
The AFUDC would be determined on a monthly basis as follows:

A. For purposes of determining the AFUDC, the outstanding CWIP balance for the

month associated with the Qualifying Project would be multiplied by an AFUDC
carrying cost rate.

B. The AFUDC carrying cost rate for Qualifying Projects would be set at 7.98%.
(As discussed in Paragraph 21 of this Petition, South Jersey would decrease this
figure when its refinancing becomes effective).

8
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C. At the time a CIRT Rate Adjustment occurs, the CWIP balance would be reduced
by any Qualifying Project CWIP balance that was included in the CIRT Rate
Adjustment.

D. AFUDC for Qualifying Projects would continue to accrue in accordance with this
accounting method when a Qualifying Project is placed into service up until the
revenue requirements associated with the Qualifying Project and all associated
AFUDC were reflected in the CIRT Rate Adjustment.

E. AFUDC would apply only to investments associated with Qualifying Projects that
were reflected in the CIRT Rate Adjustment. All AFUDC on non-CIRT 11 related
CWIP, including any Qualifying Projects that were not in service as of October
31, 2012, would accrue AFUDC at the Company’s weighted cost of capital of
8.21% as determined in the Rate Case.
36. The Parties also agreed that the depreciation expense would not be accrued on an
in service Qualifying Project prior to effective date of cost recovery for the associated
investment through the CIRT Rate Adjustment.

37. South Jersey proposes to continue this accounting method in effect as a result of

this Petition.

Revenue Requirement Recovery

38. Inthe CIRT II Stipulation, the Partics also agreed that the Company would make
two filings in order to recover the revenue requirements associated with CIRT II investments in
base rates through the CIRT Rate Adjustment. The first CIRT Rate Adjustment was filed with
the Board in June 2011 to be effective October 1, 2011. The second CIRT II Rate Adjustment
would be effective January 1, 2013,

39. The CIRT I stipulation stated that the first CIRT Rate Adjustment would
establish an incremental adjustment to base rates based on the revenue requirements associated
with the Company’s investments in all CIRT Qualifying Projects as of August 31, 2011,

Specifically, the revenue requirements would reflect all CIRT II Qualifying Project
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investments that are reflected in plant in service and in CWIP for accounting purposes and all

associated capitalized AFUDC determined in accordance with this Stipulation.

40. The CIRT Rate Adjustments would provide the Company with the following

revenue requirement recovery:

a)

b)

d)

Rate of return on all Qualifying Project Investments as adjusted for
accumulated depreciation and accumulated deferred income taxes
at the Pre-Tax Adjusted weighted-average cost of capital rate of
11.63%.

Depreciation expense recovery at an annual composite
depreciation rate of 2.24% for all CIRT investment.

A revenue factor to reflect a gross-up for uncollectibles, PUA and
New Jersey sales taxes of 1.07834.

The calculation of the revenue requirement shall be determined in
the same manner as the example calculations set forth in Appendix
B to the Stipulation in Docket No, GR10100765.

41, Inthe CIRT H Stipulation, the Parties agreed that the revenue requirements

associated with the first CIRT II Rate Adjustment would be recovered through an equal per-

therm increase to the distribution charge of all firm rate classes. The Parties also agreed that

the increment to base rates would be calculated on the basis of the billing determinants used to

establish current base rates and that the margin revenue factors set forth in the Company’s CIP

and TAC tariffs would be updated to match the change to the base rates.

42, Pursuant to CIRT II, South Jersey was permitted by Board Order to recover a

return of and return on incremental costs associated with projects the Board approved as

Qualifying Projects. South Jersey proposes to continue this mechanism in effect as a result of

this Petition.
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VII. REQUESTED RELIEF

43. In this Petition, South Jersey secks Board approval to 1) extend the deadline for
capital expenditures for the accelerated replacement of USM, cast iron mains and associated
services (“Accelerated Main Replacement Program” or “AMRP”) from October 2012 to
December 2012; 2) add an additional $40 million in incremental capital expenditures dedicated
solely to the AMRP for 2012; 3) add an additional year (2013) to continue AMPR; 4) allocate
$50 million in incremental capital expenditures for the additional year; and 5) continue to use
the CIRT II regulatory process for AMRP expenditures through December 31, 2013.

44. While this Petition is similar to past CIRT Petitions in its effort to stimulate the
economy, the proposal set forth herein differs from the Petition filed by the Company in
October 2010 because it seeks a return of and return on safety-related system improvements.

45. The two drivers behind this petition are public safety and employment.

a. Safety

46, South Jersey has an excellent reliability record when it comes to its distribution
system, and the AMRP will allow South Jersey to continue that record into the foreseeabie
future.

47. South Jersey regularly replaces mains and services that are older or showing
evidence of corrosion, In fact, South Jersey has implemented a specific program to identify
mains and services for replacement, and has regularly been replacing approximately 22 miles
of main and 2,572 services per year before the CIRT.

48. These regularly scheduled and planned replacement projects have helped ensure

the reliability of South Jersey’s distribution system,
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49. Under the AMRP, South Jersey will be better able to continue to ensure safety
and excellent reliability by accelerating the replacement of older mains in its system, The
older mains that South Jersey replaces will include the USM as well as the cast iron mains,
where a majority of gas leaks tend to occur.

50.  Asof December 31, 2010, the Company has 1,274 miles of unprotected bare steel
and cast iron main in service that was installed between 1900 and 1971. Replacement of these
mains with plastic or cathodically protected coated steel mains will ensure that South Jersey’s
system’s long-term reliability remains excellent and will minimize the risk of safety-related
issues.

51. USM buried in the earth corrodes at an exponential pace as the pipe gets older
with time.

52. Corrosion may occur over the entire surface of the pipe and it may take many
years before the first occurrence of corrosion occurs. Once corrosion begins on a pipeline
segment, however, additional corrosion will typically occur in a shorter and shorter timeframe
as the corrosion completely breaches the wall of the pipe. Eventually many additional points
of corrosion may result in the pipe becoming fragile.

53. Currently, South Jersey replaces USM and cast iron main in service at an average
rate of approximately 22 miles per year. At this rate, it will take the Company more than 50
years to replace its existing USM and cast iron main.

54, Accelerating the replacement of its cast iron main and unprotected bare steel main
currently in service will improve reliability by reducing the amount of mains which need to be

repaired or replaced on an ad hoc basis when leaks are discovered.
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55. Inview of its current and projected resources, the Company has determined that it
can manageably continue an AMRP that replaces USM and cast iron main at a rate of 127
miles per year and associated services at a rate of 4,177 per year. These replacement rates
include both the Company’s active main and service replacement program and the AMRP.

56. At this accelerated pace, South Jersey would be able to replace all of its cast iron
main and USM currently in service within approximately 10 years.

57. Additional benefits will be realized by the public as a whole, including fewer
unplanned traffic disruptions associated with emergency gas leak repairs and improved
coordination with local municipalities.

58. Extending the AMRP will better allow South Jersey to ensure that its delivery
system remains properly functioning and that it continues to provide reliable delivery of
natural gas to customers going forward.

59. Currently, 19 states have approved gas infrastructure replacement cost recovery
mechanisms and Pennsylvania may have a similar cost recovery mechanism approved by years
end. Attached to this Petition as Exhibit 4 is a map published by the American Gas

Association illustrating which states have adopted cost recovery mechanisms.

b. Jobs
60. Another significant concern with allowing the AMRP to expire in October 2012 is
the loss of jobs in the State.
61. South Jersey has an agreement with a major blanket contractor in New Jersey. By
virtue of South Jersey’s AMRP, this contractor was able to maintain and expand its workforce,
which is now estimated at approximately 91 employees dedicated to main replacement for

South Jersey. See Exhibit 6, prefiled testimony of John M, Kiely. Please note that Mr. Kiely’s
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company is not the only contractor retained by South Jersey for CIRT projects, and likewise, is
not the only contractor retained by South Jersey to conduct AMRP work under the CIRT.

62. In fact, not only are these jobs located in New Jersey, 100% of this contractor’s
employees are New Jersey residents.

63. When CIRT I became effective, this contractor started to gear up for what was at
that time, a two year project of replacing mains. This was an incredible boon to the
contractor’s business, whose usual work included the installation of new services (o new
homes, developments and strip malls,

64. As aresult of the severe downturn in the economy, there was a correlating
downturn in the need for new services installations. Thus, the contractor was able to maintain
and grow the workforce by shifting employees to the main replacement work.

65. In addition, the contractor has been able to confirm what has previously been
described as the multiplier effect, That is, in addition to the employees that have been hired
and trained to do the bare steel and cast iron main replacement work, materials for the project,
such as sand, stone and asphalt, are all purchased by subcontractors and/or vendors located in
New Jersey.

66, In addition, in ramping up for the main replacement work, this contractor
purchased highly specialized equipment from New Jersey vendors that it would not have
otherwise purchased if there was not the guarantee of long term use.

67. There are two additional benefits realized by the AMRP. First is safety, both for
the workers and the general public. When the contractor hires additional employees, those
employees receive not only skilled job training, but they also attend several hundred hours of

classroom training on skills and safety. This increases worker safety.
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68. In addition, though, when there is a workforce that is committed and focused on
one type of job, such as main replacement, the work becomes more efficient because the
construction workers are skilled at what they are doing. Thus, the general public receives the
additional safety benefit of having an experienced workforce replacing the mains.

69. Thus, another benefit of the AMRP is that it does not simply provide jobs, but it
transforms the employees into a skilled workforce. These employees, through extensive
training and on-site work, acquire a skill set that provides them with career capital and make
them more employable in the future. This results in the State obtaining a more skilled
workforce.

70. If CIRT II was not modified and extended to continue the replacement of USM
and cast iron mains, there would not only be a loss of jobs in the State, but these trained
workers would have the ability to move out of State into a jurisdiction that has a robust
infrastructure replacement program.

71.  Conversely, if this Petition is granted, those jobs will remain in the State and
additional jobs will be created.

72. Thus, we believe that for the safety of the public and the general economic well-

being of the State, this Petition should be approved.

VIII. RATE IMPACT

73. The requested CIRT II extension will generate a rate of $0.0122, including taxes,
related to the AMRP associated with the 2012 incremental $40 million. The overall impact of
the Company’s proposal will increase the bill of a typical residential customer using an average
of 100 therms of gas during a month by $1.22 or 0.91%, including taxes. This rate, if this

extension is granted, will not take effect until March 1, 2013. In July 2012, the Company will
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file a Petition for CIRT II Rates associated with the 2013 AMPR incremental $50 million, to be

effective in March 2014,

IX. MISCELLANEOQUS

74. Attached to this Petition are:

A. Exhibit I: List of Qualifying Project(s)

B. Exhibit 2: CIRT II Revenue Requirement and Rate Calculation; Investments
and AFUDC Calculation; and Derivation of Revenue Factor

C. Exhibit 3: CIRT II Project List (2012)

D. Exhibit 4; Iilustration of States with Infrastructure Cost Recovery Mechanisms

E. Exhibit 5;: Tariff sheets necessary to implement the new CIRT II rate

F. Exhibit 6: Prefiled Testimony of John M. Kiely

G. Exhibit 7: Proposed form of Notice of Filing and Public Hearing,.

75.  South Jersey has served notice and a copy of this Petition upon Stefanie Brand,
Esq., Director, Division of the Ratepayer Advocate, 31 Clinton Street, Newark, New Jersey
07101, South Jersey has served noticer and two (2) copies of this Petition upon the Department
of Law and Public Safety, 124 Halsey Street, P.O. Box 45029, Newark, New Jersey 07102,

Respectfully submitted,
SOUTH JERSEY GAS COMPANY
] COZ@N W

{

IRA G. MEGDAL

Dated: October 4, 2011
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Communications addressed to the
Petitioner in this case are to be sent to:

COZEN O’CONNOR

Attention: Ira G. Megdal, Esquire
Daniel J. Bitonti, Esquire
Liberty View Building
Suite 300
457 Haddonfield Road
P.O. Box 5459
Cherry Hill, NJ 08002
(856) 910-5000
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VERIFICATION

I, STEVEN R. COCCHI, ESQ., of full age, being duly sworn according to law upon my
oath, depose and say:

1. I am Director, Rates & Revenue Requirements, of South Jersey Gas Company and
am authorized to make this verification on behalf of the Company.

2, I have reviewed the foregoing petition and the information contained therein is

true according to the best of my knowledge, information and belief.

"STEVEN R. COCCHI, ESQ.

Sworn to and subscribed
before me this 4th day
of October, 2011,

CAROLYN JACOBS }
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires October 28, 2013
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South Jersey Gas Company

Capital Investment Recovery Tracker (CIRT Il) Extension

Revenue Reguirement and Rate Calculation

Investment as of January 2013 $40,000,000
AFUDC 1,463,068
Total Investment as of January 2013 41,463,068
Less Depreciation " (464,386)
Net Plant 40,998,682
Less Deferred Tax @ {430,659)
Net Investment 40,568,023
Pre-Tax Rate of Return 11.63%
Pre-Tax Return on Investment 4,718,081
Add: Deprecialion 928,773
Revenue Recovery 5,646,834
Revenue Factor 1.07834
Revenue Requirement $6,089,196
Revenue Reguirement $6,089,196
Therms 497 786,746
Rate/Therm - Including Tax $0.0122
Rate/Therm - Excluding Tax $0.0114
% Depreciation
Plant in Service as of January 2013 $40,000,000
AFUDC 1,463,068
41,463,068
Depreciation rate 2.24%
Depreciation Expense 928,773
1/2 Year Convention $464,386
@ Deferred Taxes
Plant in Service as of January 2013 $40,000,000
AFUDC 496,856
40,496,857
Tax Depreciation 1,518,632
Book Dep (464,386)
Net 1,054,246
Deferred Taxes - 40.85% $430,659
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Components:

Sales and Use Tax (SUT)

Public Utility Assessment Tax (PUA)
Bad Debt Provision (Bad Debt)
Federal Income Tax (FIT)

CRT

Operating Revenue

Revenue Factor Calculation:

South Jersey Gas Company
Derivation of Revenue Factor

7.00%
0.2200%
0.5580%
0.0000%
0.0000%

1.0000

1.07834
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1.00658%1.0022*1.07= 1.07834
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Exhibit 5



SOUTH JERSEY GAS COMPANY

Third Revised Sheet No. 6
B.P.U.N.J. No. 10 - GAS Superseding Second Sheet No. 6

RESIDENTIAL SERVICE (RSG)
APPLICABLE TO USE OF SERVICE FOR:
All residential purposes. Customer may elect Firm Sales Service or Firm Transportation Service. To be eligible
for Firm Transportation Service RSG, a customer must hold clear and marketable title to gas that is made

available for delivery to the customer’s residence on the Company’s system.

CHARACTER OF SERVICE Firm Sales Service and Firm Transportation Service.
MONTHLY RATE: )

Customer Charge: $8.9238 per month
Delivery Charge:
{a) All consumption for customers who elected to

transfer from Firm Sales Service to Firm Transportation

Service $.60215825 per therm
(b) All consumption for customers who

elect Firm Sales Service $.602 15825 per therm

Basic Gas Supply Service (“BGSS”) Charge:
All consumption for customers who elect See Rider “A” of this Tariff.

Firm Sales Service.

APPLICABLE RIDERS:;

Basic Gas Supply Service Clause: BGSS charges are depicted in Rider “A™ of this Tariff,

Capital Investment Recovery Tracker: The rates set forth above have been adjusted, as is appropriate,
pursuant to Rider “B* of this Tariff,

Transportation Initiation Clause: The rates set forth above have been adjusted, as is appropriate,
pursuant to Rider “C” of this Tariff.

Societal Benefits Clause: The rates set forth above have been adjusted, as is appropriate,
pursuant to Rider “E” of this Tariff.

Temperature Adjustment Clause: The rates set forth above have been adjusted, as is appropriate,

pursuant to Rider “F” of this Tariff.

Please refer to Appendix A for components of Monthly Rates and Price to Compare

Issued Effective with service rendered

by South Jersey Gas Company, on and after
E. Graham, President

Filed pursuant to Order in Docket No. of the Board of
Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY

Third Revised Sheet No, 10
B.P.U.N.J. No. 10 - GAS Superseding Second Sheet No. 10

GENERAL SERVICE (GSG)

APPLICABLE TO USE OF SERVICE FOR:
All Commercial and Industrial Customers who would not qualify for any other Rate Schedule. A customer
qualifying for service under Rate Schedule GSG may elect either Firm Sales Service or Firm Transportation
Service. To be eligible for Firm Transportation Service under this Rate Schedule GSG, a customer must hold clear
and marketable title to gas that is made available for delivery to customer’s facility on the Company’s system,

CHARACTER OF SERVICE:
Firm Sales Service or Firm Transportation Service,

MONTHLY RATE: ¢

Customer Charge:
$23.8075 per month

Delivery Charges:

(a) All consumption for customers who elected to transfor
from Sales Service to Firm Transportation Service
All therms $.5 1414945 per therm
(b) All consumption for customers who elect
Firm Sales Service
Ali therms $.51414945 per therm
Basic Gas Supply Service (“BGSS”) Charge:
All consumption for customers who elect
Firm Sales Service See Rider “A™ of this Tariff.

LINE LOSS:
Line Loss shall be 1.43% as provided in Special Provision (o).

) Please refer to Appendix A for components of Monthly Rates and Price to Compare.

Issued Effective with service rendered

by South Jersey Gas Company, on and after

F. Graham, President ¥
Filed pursuant to Order in Docket No. of the Board of

Publie Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY

Third Revised Sheet No. 14
B.P.U.N.J, No, 10 - GAS Superseding Second Sheet No. 14

GENERAL SERVICE - LARGE VOLUME (GSG-LV)
APPLICABLE TO USE OF SERVICE FOR:

All Commercial and Industrial Customers who would not qualify for any other Rate Schedule (other than Rate
Schedule GSG), and who has an annualized usage of 100,000 therms or more,. A customer qualifying for service
under Rate Schedule GSG-LV may elect either Firm Sales Service or Firm Transportation Service. To be eligible
for Firm Transportation Service under this Rate Schedule GSG-LV, a customer must hold clear and marketable
title to pas that is made available for delivery to customer’s facility on the Company’s system.

CHARACTER OF SERVICE:
Firm Sales Service or Firm Transportation Service.
MONTHLY RATE: ¢
Customer Charge:
$160.50 per month
Delivery Charges:
(a) All consumption for customers who clected to fransfer
from Sales Service to Firm Transportation Service @

Demand Charge: _
D-1FT: $8.5600 per Mcf of Contract Demand

Volumetric Charge:
C-1FT: $.354347% per therm

)] All consumption for customers who elect
Firm Sales Service

Demand Charge:
D-1: $8.5600 per Mcf of Contract Demand

Volumetric Charge:
C-1: $.354347 per therm

) please refer to Appendix A for components of Monthly Rates and Price to Compare.
@ See Special Provision (p) of this Rate Schedule GSG-LV, regarding appropriate balancing charges.

Issued Effective with service rendered
by South Jersey Gas Company, on and after
E. Graham, Prestdent

Filed pursuant to Order in Docket No, of the Board of
Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY

Third Revised Sheet No, 19
B.P.U.N.J. No. 10 - GAS Superseding Second Sheet No, 19

COMPREHENSIVE TRANSPORTATION SERVICE (CTS)
APPLICABLE TO USE OF SERVICE FOR:

All customers having a Firm Contract Demand, and an average annual daily Firm usage of 100 Mcf per day or more.
To be eligible for service under this Rate Schedule CTS, a customer must hold clear and marketable title to gas that
is made available for delivery to customer’s facility on the Company’s system. Provided, however, that any
customer receiving service under this Rate Schedule CTS prior to August 29, 2003 shall continue to be eligible to
receive service under this Rate Schedule CTS, notwithstanding the foregoing, if said customers continues to have a
Firm Contract Demand of 100 Mecf per day or more. Further provided, however, that if a customer ceases to receive
service under this Rate Schedule CTS, and seeks to return to service under this Rate Schedule CTS, said customer
must meet all requirements for eligibility as though applying for service in the first instance.

CHARACTER OF SERVICE:
Firm Transportation Service and Limited Firm Transportation Service

MONTHLY RATE:

Firm:
Customer Charge: $642.00 per month

Delivery Charges:
Demand Charge: D-1FT: $29.3408 per Mcf of Contract Demand

Volumetrie Charges:

C-1FT:
All consumption for customers who elected to
transfer from Sales Service to Firm
Transportation Service $.10750879 per therm
Limited Firm:
Customer Charge: $107.00 per month

Delivery Charges:

Volumetric Charges:
C-1FT:
All consumption for customers who elected to
transfer from Sales Service to Firm
Transportation Service $.136165 per therm

{1} please refer to Appendix A for components of Monthly Rates.

Issued Effective with service rendered
by South Jersey Gas Company, on and after
E. Graham, President

Filed pursuant to Order in Docket No, of the Board of

Public Utilities, State of New Jersey, dated




B.P.U.N.J. No. 18 - GAS

SOUTH JERSEY GAS COMPANY

Third Revised Sheet No. 27
Superseding Second Sheet No. 27

LARGE VOLUME SERVICE (LVS)

APPLICABLE TO USE OF SERVICE FOR:

Firm Sales Service and Firm Transportation Service pursuant to this Rate Schedule LVS, shall be available to all
Industrial Customers with a Contract Demand and a minimum annualized average use of 200 Mcf per day. To be
eligible for Firm Transportation Service under this Rate Schedule LVS, a customer must hold clear and marketable

title to gas that is made available for delivery to customer’s facility on the Company’s system.

CHARACTER OF SERVICE:

Firm Sales Service, Limited Firm Sales Service, Firm Transportation Service, and Limited Firm Transportation

Service.

MONTHLY RATE: ¢

Firm;

Customer Charge:

$963.00 per month

Delivery Charge:

€3]

(b)

All consumption for customers who elected
to transfer from Firm Sales Service to Firm
Transportation Service

Demand Charge:
D-1FT; $15.9261 per Mecf of Contract Demand

Volumetric Charge:
C-1FT: §$.1074878 per therm

All consumption for customers who elect
Firm Sales Service

Demand Charge:
D-1: $15.9261 per Mcf of Contract Demand

Volumetric Charge:
C-1: $.10748%8 per therm

) please refer to Appendix A for components of Monthly Rates.

Issued

Effective with service rendered

by South Jersey Gas Company, on and after

E. Graham, President

Filed pursuant fo Order in Docket No. of the Board of
Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY

B.P.U.N..L No. 10 - GAS

Third Revised Sheet No. 28
Superseding Second Sheet No. 28

LARGE VOLUME SERVICE (LVS)
{continued)

Basic Gas Supply Service (“BGSS”) Charge:

Demand Charge:

D-2: $13.4544 per Mcf of Contract Demand.

Volumetric Charge:
C-2:  See Rider “A” of this Tariff.
Limited Firm:

Customer Charge:
$107.00 per month

Delivery Charge:
(a) All consumption for customers who elected
to transfer from Firm Sales Service fo Firm

Transportation Service

Volumetric Charge:

C-1FT:

(b) All consumption for customers who elect
Firm Sales Service

Volumetric Charge:

C-1FT:

Basic Gas Supply Service (“BGSS”) Charge:

Volumetric Charge:

C-2: See Rider “A” of this Tariff.

PRICE TO COMPARE:

$.1748552 per therm

$.1748552 per therm

The Company will provide the Price to Compare for an LVS customer, at said customer’s request.

LINE LOSS:

Line Loss shall be 1.43% as provided in Special Provision (h).

Issued
by South Jersey Gas Company,
E. Graham, President

Filed pursuant to Order in Docket No.
Public Utilities, State of New Jersey, dated

Effective with service rendered
on and after

of the Board of




SOUTH JERSEY GAS COMPANY
Third Revised Sheet No. 33
B.P.U.N.J, No. 10 - GAS Superseding Second Sheet No. 33

FIRM ELECTRIC SERVICE (FES)
APPLICABLE TO USE OF SERVICE FOR:

All gas that is purchased or transported to generate electricity, Provided, however, that in order to qualify for this
Rate Schedule FES, a customer must have a Winter Daily Contract Demand of 1,000 Mcf per day or more, or a
Summer Daily Contract Demand of 2,000 Mcf per day or more, or both. To be eligible for Firm Transportation
Service under this Rate Schedule FES, a customer must hold clear and marketable title to gas that is made
available for delivery to customer’s facility on the Company’s system.

CHARACTER OF SERVICE:
Firm Sales Service and Firm Transportation Service.
MONTHLY RATE '@
WINTER (November — March):

Demand Charge:
D-1 $3.1000 per Mcf of Winter Daily Contract Demand
D2 $6.7272 per Mcf of Daily Billing Determinant or $0 for Firm Transportation customers

Volumetri¢c Charge:
C-1: $.0980784 per therm of consumption
Cc-2: FES Monthly Commodity Rate, pursuant to Rider “A” and Special Provision (x), OR
Customer Owned Gas Clause, Rider “D”
C-3: $.1432 per therm of consumption
C-4: Escalator Rate — Charge may change monthly pursuant to Standard Gas Service Addendum,
Minimum Bill: The monthly D-1 and D-2 charges, irrespective of use.

SUMMER (April — October):

Demand Charge:
D-1 $3.1000 per Mcf of Summer Daily Contract Demand
D2 $6.7272 per Mcf of Daily Billing Determinant or $0 for Firm Transportation customers

Volumetrie Charge:
C-1:  $.0980784 per therm of consumption
C-2: FES Monthly Commodity Rate, pursuant to Rider “A” and Special Provision (x), OR
Customer Owned Gas Clause, Rider “D”
C-3: $.1432 per therm of consumption
C-4: Escalator Rate — Charge may change monthly pursuant to Standard Gas Service Addendum,

() please refer to Appendix A for components of Monthly Rates.
@ please refer to Special Provision (p)

Issued Effective with service rendered
by South Jersey Gas Company, on and after
E. Graham, President

Filed pursuant to Order in Docket No, of the Board of

Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY

Third Revised Sheet No, 40
B.P.U.N.J. No, 10 - GAS Superseding Second Sheet No. 40

ELECTRIC GENERATION SERVICE (EGS)
APPLICABLE TO USE OF SERVICE FOR:
Residential, commercial and industrial uses for electric generation facilities; all Prime Movers; and all engine
driven equipment (whether or not used for electric generation), Provided, however, that in order to be eligible
for this Rate Schedule EGS, a customer must have a Firm Daily Contract Demand of less than 200 Mcf per
day; provided, however, that a residential EGS customer will have no Firm Daily Contract Demand. To be
eligible for Firm Transportation Service under this Rate Schedule EGS, a customer must hold clear and
marketable title to gas that is made available for delivery to customer’s facility on the Company’s system.
CHARACTER OF SERVICE:
Firm Sales Service and Firm Transportation Service
MONTHLY RATE: @
Residential Customer Charge:
$8.9238 per month
Residential Delivery Charge
Residential Volumetric Charge: $.2480284 per therm
Commetrcial and Industrial Customer Charge:
$26.75 per month
Commercial and Industrial Delivery Charge:
Commercial and Industrial Demand Charge:
D-1 Charge: $6.9550 per Mcf of contract
Volumetric Charges:
Winter Season (effective during billing months of November through March):

All Consumption for Firm Sales Service $.2368172 per therm

All Consumption for Firm Transportation Service $.2368172 per therm

D please refer to Appendix A for components of Monthly Rates.
@ gee Special Provision (k) of this Rate Schedule EGS, regarding appropriate balancing charges.

Issued Effective with service rendered
by South Jersey Gas Company, on and after
E. Graham, President

Filed pursuant to Order in Docket No. of the Board of

Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY
) Third Revised Sheet No, 41
B.P.U.N.J. No. 10 - GAS Superseding Second Sheet No, 41

ELECTRIC GENERATION SERVICE (EGS)
(Continued)
Summer Season (effective during billing months of April through October):
All Consumption for Firm Sales Service $.20474851 per therm
All Consumption for Firm Transportation Service $.20474854 per therm

Basic Gas Supply Service (*BGSS*) Charge:
All Consumption See Rider “A” of this Tariff.

LINE LOSS:

Line Loss shall be 1.43% as provided in Special Provision (p).

APPLICABLE RIDERS:
Basic Gas Supply Service Clause: BGSS charges are depicted in Rider “A” of this Tariff.
Capital Investment Recovery Tracker; The rates set forth above have been adjusted, as is
appropriate, pursuant to Rider “B” of this Tariff.
Societal Benefits Clause: The rates set forth above have been adjusted, pursuant to
Rider “E” of this Tariff.
Balancing Service Clause The rates set forth above have been adjusted, as is
appropriate, pursuant to Rider “J” of this Tariff.
However, also see Special Provision (k) regarding Rider
“I!!.
Energy Efficiency Tracker: The rates set forth above have been adjusted, as is
appropriate, pursuant to Rider “N” of this Tariff.
TERMS OF PAYMENT:

Payment of all bills must be received in full at the Company's designated office within fifteen (15) days of the
billing date; provided however, the Company shall take into account any postal service delays of which the
Company is advised. If the fifteenth (15th) day falls on a non-business day, the due date shall be extended to the
next business day. Should the customer fail to make payment as specified, the Company may, beginning on the
twenty-sixth {26th) day, assess simple interest at a raie equal to the prime rate as published in the Money Rates
¢olumn in The Wall Street Journal. A late payment charge shall not be assessed on a residential customer, or on
State, county or municipal government entities,

Issued Effective with service rendered
by South Jersey Gas Company, on and after
E. Graham, President

Filed pursuant to Order in Docket No. of the Board of
Public Utilities, State of New Jersey, dated




SOUTH JERSEY GAS COMPANY
Third Revised Sheet No. 45
B.P.U.N.J. No. 18 - GAS Superseding Second Sheet No. 45

ELECTRIC GENERATION SERVICE — LARGE YVOLUME (EGS-LV)

APPLICABLE TO USE OF SERVICE FOR:
All commercial and industrial electric gencration facilities; all Prime Movers and all engine driven equipment
{whether or not used for electric generation), Provided, however, that in order to be eligible for this Rate Schedule
EGS-LV, a customer must have a Firm Daily Contract Demand of 200 Mcf per day or more. To be eligible for
Firm Transportation Service under this Rate Schedule EGS-LVS, a customer must hold clear and marketable title
to gas that is made available for delivery to customer’s facility on the Company’s system.

CHARACTER OF SERVICE:
Firm Sales Service, Firm Transportation Service, Limited Firm Sales Service and Limited Firm Transportation

Service.

MONTHLY RATE:
Customer Charge:
$192.60 per month

FIRM:

Demand Charges: @
D-1 $15.5935 per Mcf of Firm Daily Contract Demand.
D-2 $15.2924 per Mcf of Firm Daily Contract Demand or $0 for Firtm Transportation
customers.

Volumetric Charge:
C-1:  $.0980784 per therm of consumption
C-2:  Asdepicted in the Monthly BGSS Subrider of Rider “A” of this Tariff, OR
Customer Owned Gas Clause, Rider “D”

Minimum Bill; Monthly D-1 and D-2 charges, irrespective of use.
LIMITED FIRM:

Demand Charge:
D-2 $6.7272 per Mcf of Limited Firm Daily Contract Demand or $0 for Limited Firm

Transportation customers

Volumetric Charge: ¥
C-1: $.0980784 per therm of consumption
C-2: As depicted in the Monthly BGSS Subrider of Rider “A” of this Tariff, OR
Customer Owned Gas Clause, Rider “D”
C-3 $.1432 per therm for all consumption within Limited Firm Contract Demand level.’

Minimum Bill: Monthly D-2 charge, irrespective of use.

() Pplease refer to Appendix A for components of Monthly Rates.
@ please refer to Special Provision (j).

Issued Effective with service rendered

by South Jersey Gas Company, on and after

E. Graham, President
Filed pursuant to Order in Docket No, GR11060335 of the Board of

Public Utilities, State of New Jersey, dated September 22, 2011
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SOUTH JERSEY GAS COMPANY
Schedule of Rate Componaents

Appendlx A - Effactive

Heat Resldantlal Rate Schedule;

RSGFSS RSG-FTS Diffaronco
BGSS 0.6493 0.0000  0.6493
Cost of Service 0.4726 04726  0.0000
CLEP 0.0173 0.0173  0.0000
RAC 6.0349 0.0349  (0.00C0)
TAC 0.0000 0.0000  0.0000
]34 0.008% 0.0095  0.0000
USF 0.01e4 00194  0.0000
TIC 0.0006 0.00068  0.0000
CIRT 0.0044 0.0044  0.00C0
EET 0.0024 0.0024  0.0000
BSC "J" 851 40505 0.0505 __ 0.0000
Price to Compare 1.2608 06116 0.5493
NonHeat Residentlal Rate Schedule:

RSG FS§8 RSG-FIS Difference
BGSS 0.6493 0.0000  0.6492
cip 0.0507 0.0507  0.0000
Cos! of Service 04726 04726  €.0000
CLEP 0.0173 0.0173  0.0000
RAC 0.0349 0.0348  0.0000
TAC 0.0000 0.0000  0.0000
usF 0.0194 0.0194  0.0000
TiC 0.0006 0.0006  0.0000
CIRT 0.0044 0.0044  0.0000
EET 0.0024 0.0024  0.0000
BSC " BS1 0.0505 0.0505  (.0000
Prico to Compare 1.3021 0.6528  0.6483

G3G

{Under 6,000 tharms annually}

GSGFSS GEGFTS Dilforenco
BGSS 0.6493 0.0000  0.6493
Cip 0.0002 0.0002  0.0000
Cost of Service 0.3846 03846 0.0000
CLEP €.0173 0.0173  0.00C0
RAC 0.0349 0.0346  0.0000
TAC 0.0000 0.0000 Q.00GO0
USF 0,0164 0.0194  0.0000
TIC 0.0008 0.0008  0.0000
CGiRT 0.0044 0.0044  0.00C0
EET 0.0024 0.0024  (.0000
BSC "J" 85-1 4.0505 0.0505 _0.0000
Price to Gompare 1.1636 0.5143 __0.6493

k]

{5,000 therms annually or greater)

GSGFSS ASG-FTS Difference
BGSS 0.5441 0.0000 05441
cig 0.0002 0.0002  0.0000
Cost of Service 0.2846 0.3848  0.0000
CLEP 0.0173 0.0173  0.0000
RAC 0.0349 0.0349 10,0000
TAC 0.0000 0.0000  0.0000
USF 0.0194 00194 0.0000
TIC 0.0008 0.0006  0.0000
CIRY 0.0044 0.0044  0.0000
EET 0.0024 0.0024  0.0000
BSG )" BS-1 9.0508 0.0505 _ 0.0000
Price to Compare 1.0584 0.56143 _ 0.5441

G5G-LY.
Pricr o /1547

GEG-LVFSS  GSG-LV-FIS Dilference
BGSS 0.5441 0.0000 0.5441
CiP 0.0018 0.0018  0.0000
Cost of Service 0.2248 0.2248  0.0000
CLEP 0.0173 0.0173  0.0000
RAC 0.0349 0.0349  0.0000
TAC 0.0000 0.0000  0.0000
UsF 0.0194 0.0194  0.0000
TIC 0.0008 0.0006  0.0000
CIRT 0.0044 0.0044  0.0000
EET 0.0024 0.0024  0.0000
BSC ¥ BS-1 0.0505 0.0505  0.0000
Price te Gompare 0.9002 0.3561 __0.5441
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DIRECT TESTIMONY
OF
JOHN M. KIELY
PRESIDENT, J.F. KIELY CONSTRUCTION CO.
OCTOBER 2011

INTRODUCTION

My name is John M. Kiely and my business address is 700 McClellan Strest,
Long Branch, New Jersey 07740. I am the President of J.F. Kiely Construction Co.
(“Kiely”). Kiely is a family-owned, New Jersey based utility construction business
established in 1952, Kiely specializes in the installation of natural gas and water
infrastructure. In my position, I am responsible for the overall executive leadership and
executive decisions impacting Kiely.

In May 1990, 1 received a Bachelors of Science Degree in Business
Administration from Boston University. Upon graduation, I have been continuously
employed by Kiely in various positions. I have previously testified in administrative

proceedings before the National Labor Relations Board on union issues.

PURPOSE OF TESTIMONY

In this case I am serving as South Jersey Gas Company’s (“South Jersey” or the
“Company”) witness on the effect of the Company’s bare steel and cast iron main
replacement programs on my business. As a primary blanket contractor for South Jersey,
I can provide first-hand knowledge about the impact of the Company’s main replacement
program on our business and, consequently, the impact that elimination of the program

would have.



THE EFFECT OF THE MAIN REPLACEMENT PROGRAM

In 2009, after the Board of Public Ultilities (“Board™) approved an accelerated
steel main and cast iron replacement program under South Jersey’s Capital Investment
Recovery Tracker (CIRT), Kiely experienced a significant increase in work, At that time,
the country and State were in the throes of a serious economic downturn. That economic
downturn significantly reduced both residential and commercial development, which is
typically the economic driver of our company. Much of our gas business was not
necessarily reliant on the replacement of existing mains, but rather the installation of new
services. When the housing bubble burst, installations of services to new residential and
commercial developments dropped significantly.

Directly before the 2009 board approval, Kiely employed 47 employees working
for South Jersey, of which 43 were installing what little was left of new services and 4
employees were performing main replacement. With the implementation of the CIRT
however, Kiely was able to shift its gas focus to main replacement.

Today, 91 Kiely employees are working for South Jersey Gas, of which 22 are
installing new services and 69 are performing main replacement,

The numbers show that 21 jobs were saved by transferring them from service

work to CIRT work; and 44 jobs were created from the implementation of CIRT.

Main Total
Year Services Replacement Employees
2009 43 4 47
2011 22 69 91
Jobs Saved / -21 65 44

Created

Currently Kiely employs approximately 225 employees, of which all field

workers are New Jersey state residents and unionized under the AFL-CIO.



To do such work, we invested in expensive, customized equipment such as side
boom loaders and plastic fusion machinery. These were purchased from New Jersey
vendors, But for the CIRT, and the guarantee that these jobs would be available for at
least two years, we would have never made such investments.

In addition to investing in equipment, we invested in our workforce. The newly
hired employees for the main replacement work were given extensive on-the-job and in
the classroom skill set and safety training by our company. Ultimately, this training
transformed new employees with little or no experience into competent, safe, productive
New Jersey workers that now maintain a specialized skill set. This investment produces
New Jersey residents that possess career capital.

The investment has paid off in several respects. The training enhances our
workers’ safety, providing them with a greater quality of life. Also, the repetitive nature
of performing the same work on a consistent basis provides an exira measurement of
safety to the general public.

Finally, main replacement activities require large amounts of locally sourced
materials such as sand and asphalt, all of which are delivered by local delivery trucks.

If this program were to end, Kiely would be forced to lay off approximately 65
skilled laborers residing in New Jersey., Conversely, if this program were extended by an
additional two years, Kiely would be in a position to hire and train additional employees

and purchase additional equipment.

CONCLUSION

I can state with certainty that South Jersey’s accelerated unprotected steel and cast
iron main replacement program has saved New Jersey jobs and also created new jobs by
taking unskilled workers and teaching them a career skill set.

I can also state with certainty that if South Jersey’s accelerated unprotected steel
and cast iron main replacement program is discontinued, Kiely will be forced to lay off
approximately 65 membets of our skilled workforce. In addition, we will no longer have
the need to continue purchasing various equipment and materials associated with the

replacement of these mains from New Jersey contractors and vendors.



Exhibit 7



EXHIBIT 7

NOTICE OF FILING OF PETITION
PROPOSING TO INCREASE EXISTING RATE
LEVELS AND OF PUBLIC HEARING

IN THE MATTER OF THE PETITION OF SOUTH JERSEY GAS COMPANY TO
MODIFY AND EXTEND ITS EXISTING CAPITAL INVESTMENT RECOVERY
TRACKER (“CIRT II”) PURSUANT TO N.J.S.A. 48:2-21.1 AND N.J.S.A. 48:2-21

B.P.U, DOCKET NO.

NOTICE IS HERE BY GIVEN that pursuant to the statutory authorization granted in N.J.S,A.
48:2-21.1, South Jersey Gas Company (“South Jersey” or the “Company™) has filed a Petition
with the New Jersey Board of Public Utilities (the “Board”) for the extension and modification
of a mechanism, the Capital Investment Recovery Tracker (“CIRT”), associated with replacing
the underground infrastructure of the Company.

The project eligible for this CIRT extension will be one that results in providing safe, adequate
and proper service to South Jersey’s customers; is incremental in nature; and maintains and
creates jobs. South Jersey has identified these incremental infrastructure improvements totaling
approximately Forty Million Dollars ($40 million) that it proposes to complete under the CIRT
during 2012. This infrastructure improvement was originally planned fo be completed in future
years. South Jersey believes that through the CIRT, it can accomplish the capital investment and
job growth goals at a much quicker pace.

If approved by the Board, the impact of the proposed changes in the CIRT Charges on typical
Residential and General Service customers using less than 5,000 therms per year is estimated to
be as follows:

Residential Service (RSG)

Bill as of Bill as of March Dollar Percent
Therm Level November 1, 1,2013 ) Increase Increase
2011 ()
25 $40.14 $40.44 $0.30 0.8%
100 $133.79 $135.01 $1.22 0.9%
200 $258.66 $261.10 $2.44 0.9%
General Service (GSG) (Using less than 5,000 therms per year)
Bill as of Bill as of March
Therm Level November 1, 1,2013 Dollar Percent
2011 Increase Increase
500 $599.51 $603.21 $3.70 0.6%
1,000 $1,175.21 $1,182.61 $7.40 0.6%
2,000 $2,326.61 $2,341.41 $14.80 0.6%

CHERRY_HILL\650851\ 229007.000




(1) Based upon current Delivery Rates and Basic Gas Supply Service (BGSS) charges in effect November 1,
2011 and assumes that the customer receives BGSS setvice from South Jersey Gas.
(2) Same as (1) except includes change in CIRT, including changes proposed under Docket No, GR11060334,

The Board has statutory authority to modify and extend the CIRT in a manner it finds just and
reasonable, Therefore, the Board may approve the Company’s Petition in a different manner
than as proposed by South Jersey.

Copies of the Company’s filing are available for inspection at the Company offices located at
One South Jersey Plaza, Folsom, New Jersey 08037, or at the Board of Public Utilities, 44 South
Clinton Avenue, Trenton, New Jersey 08625.

NOTICE is further given that a public hearing has been scheduled at the following date, time,
and place on the Company’s above-mentioned requests.

[to be provided]

The public is invited to attend and interested persons will be permitted to testify
and/or make a statement of their views on the proposed increases. In order to encourage
full participation in this opportunity for public comment, please submit any requests for
needed accommodations, including interpreter, listening devices or mobility assistance, 48
hours prior to this hearing. In addition, members of the public may submit written
comments concerning the petition to the BPU regardless of whether they attend the hearing
by addressing them to; Honorable Kristi Izzo, Secretary, Board of Public Utilities, P.O.
Box 350, Trenton, NJ 08625,

SOUTH JERSEY GAS COMPANY
By: Edward Graham, President

CHERRY_HILL\GS0851\ 229007.000



