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NEW JERSEY NATURAL GAS COMPANY 
SERVICE AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2008 by and 
between NEW JERSEY NATURAL GAS COMPANY, a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”) and 
COMMERCIAL REALTY & RESOURCES CORP., a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey  07719 (“CRR”). 
 

WITNESSETH: 
 
 WHEREAS, NJNG has a staff of employees competent to perform certain 
services (“Services”) for the subsidiaries of New Jersey Resources Corporation, including 
“Shared Services” as that term is defined in section 2(1) of the Affiliate Relations, Fair 
Competition and Accounting Standards and Related Reporting Requirements, N.J.A.C. 
14:4-5.1  seq. (“Affiliate Rules”) and the Shared Services Guidelines of New Jersey 
Natural Gas Company’s Compliance Plan on file with the New Jersey Board of Public 
Utilities and is willing to provide the Services to CRR in accordance with the Affiliate 
Rules; 
 
 WHEREAS, CRR is an affiliate of NJNG and CRR desires to retain NJNG to 
provide the Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the parties agree as follows: 
 

1. SCOPE 
 
  1.1 NJNG shall provide the Services described in the New Jersey Natural Gas 
Company Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement as Exhibit 1.  In addition to 
the services described in the Allocation and Billing Procedures, NJNG may also provide 
CRR with additional services, which NJNG concludes it is able to perform and which are 
permitted under law and regulation to be provided.  In supplying such services, NJNG 
may arrange, where it deems appropriate, for the services of such experts, consultants, 
advisers and other persons with necessary qualifications as are required for or pertinent to 
the performance of such services.   NJNG warrants that all services shall be performed in 
full conformity with the Agreement with the skill and care which would be exercised by 
those who perform similar services at the time the Services are performed, and in 
accordance with accepted industry practice. 
 
 1.2 Services Selected.  CRR shall make its selection of the Services described 
in Section 1.1 above that it agrees to receive from NJNG by providing NJNG an executed 
service request in the form set forth in Exhibit 2-Service Request, which is attached to 
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and made a part of this Agreement.  NJNG shall provide the selected Services on a fiscal 
year basis beginning October 1 through September 30. 
  
 1.3 Changes in Scope.  CRR shall have the right from time to time to change 
or rescind any activity, project, program or work order provided that (a) such change, 
which results in a material change in the scope of the Services, is agreed to by NJNG; (b) 
the cost of the Services covered by any activity, project, program or work order shall 
include any expense incurred by NJNG as a direct result of such change or rescission of 
the activity, project, program or work order; and (c) no change or rescission of an 
activity, project, program or work order shall release CRR from liability for all costs 
already incurred by or contracted for by NJNG pursuant to the activity, project, program 
or work order, regardless of whether the Services associated with such costs have been 
completed.  Any request made by CRR pursuant to this Section 1.3 shall be in writing to 
NJNG and shall take effect on the first day of the first calendar month which is at least 
thirty (30) days after the day that CRR sent the written notice to NJNG. 
 

2. TERM AND TERMINATION 
 

This Agreement shall become effective on the date first set forth above and shall  
continue unless and until it is terminated upon thirty (30) days prior written notice by 
either party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
before or after the date of this Agreement, or if it is not approved by the New Jersey 
Board of Public Utilities subsequent to the effective date. 

 
3. FEES 

 
3.1 NJNG shall be paid in accordance with the Affiliate Allocation and Billing 

 Procedures attached to and made a part of this Agreement as Exhibit 1. 
 

3.2 It is the intent of the parties that the fees for the Services rendered by 
NJNG will cover all costs of doing business. All of the Services rendered under this 
Agreement will be charged using a fully allocated cost methodology in compliance with 
the Affiliate Rules.  Direct charges will be made where possible. The cost 
allocation/assignment methodology associated with each of the Services to be provided 
under this Agreement is set forth on the Allocation and Billing Procedures.  The cost 
allocation/assignment methodology will be reviewed periodically as deemed appropriate 
by the parties and in compliance with all applicable laws and regulations.  Such cost 
allocations/assignment methodology may be modified by NJNG provided that, in each 
instance, all services rendered under this Agreement will be charged and allocated in 
conformance with all applicable laws and regulations.  NJNG shall advise CRR of any 
changes to such cost allocation/assignment methodology. 
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3.3 Invoices. 
(a) CRR may review fees charged by NJNG monthly through the designated 

NJNG inter-company account in the J.D. Edwards Enterprise System during the monthly 
closing process, by no later than the 25th day of each month.  NJNG shall issue an 
itemized statement on a quarterly basis by the 25th of the month following the end of the 
quarter.  Where estimates are used for initial billing, periodic true-ups will adjust all 
provisional amounts to actual.   
 

(b) Payment shall be made to NJNG through an inter-company transfer of 
cash to or from the NJNG designated account by the 25th day of the month following the 
date of the monthly invoice.   
 

3.4 Audit.  NJNG shall keep complete and accurate accounting records, in  
accordance with generally accepted accounting principles, to substantiate NJNG’s 
charges and expenses under this Agreement.  NJNG’s records shall be open to 
examination during regular business hours by CRR. 
 

4. FORCE MAJEURE 
 

Neither party shall be liable to the other party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the parties shall 
engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
 

5. DISPUTE RESOLUTION  
 

NJNG and CRR commit to take specific steps to prevent and settle all disputes 
that may arise in relation to this Agreement as follows:  
 

5.1 Prevention of Claims.  It is in the best interest of both Parties to this 
Agreement to prevent any misunderstandings or differences.  Both Parties shall make a 
good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review 
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as described below in Section 5.2 and Section 5.3.  
 
 5.2 Voluntary Settlement - Direct and Mediated Negotiations.  The Parties 
agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
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5.3 Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of senior management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 

6. MISCELLANEOUS 
 

6.1 Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both parties.  In addition, no course of dealing or failure of a party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2 No Assignment.  Neither party may assign this Agreement without the  
other party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJNG acknowledges that it is an 
independent contractor and nothing herein constitutes a joint venture or partnership.  
Neither party has the right to bind or act for the other as agent or in any other capacity. 
 

6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
 

6.5 Severability.  Should any provision of this Agreement be held to be void 
or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   
 

6.6 Waiver.  The waiver or failure of either party to exercise any right in any 
 respect provided for herein shall not be deemed a waiver of any further right hereunder. 

 
6.7 Headings.  The headings used in this Agreement are for convenience of  

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 
 

6.8 Applicable Law.  This Agreement and performance under this Agreement  
shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 
 

6.9 Survival.  Termination of this Agreement shall be without prejudice to the  
rights and obligations of the parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJNG currently provides  
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services to CRR pursuant to the terms and conditions of the Service Agreement dated 
September 15, 2006 on file with the New Jersey Board of Public Utilities.  That 
agreement shall automatically terminate upon receipt of any required regulatory 
approvals of this Agreement and the subsequent execution of this Agreement. 
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7. ENTIRE AGREEMENT   
 

This Agreement (including Exhibit 1-Affiliate Allocation and Billing Procedures; 
and Exhibit 2-Service Request) embodies the entire understanding between NJNG and 
CRR for the subject matter of this Agreement and any prior or contemporaneous 
representations, either oral or written, are hereby superseded and canceled. 

 
IN WITNESS WHEREOF, the parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NEW JERSEY 

NATURAL GAS COMPANY 
 COMMERCIAL REALTY & 

RESOURCES CORP. 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NEW JERSEY NATURAL GAS COMPANY 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 1 
 
 
I.          INTRODUCTION 
 

New Jersey Natural Gas Company (“NJNG”), as of January 1982, is a subsidiary 
of New Jersey Resources Corporation (“NJR”).  The purpose of this document is to 
describe the services provided by NJNG to NJR and other affiliates and the cost 
assignment/allocation methodologies utilized by NJNG to allocate and bill the costs of 
such services. 

 
II. DESCRIPTION OF SERVICES AND  
            COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 

Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below.   
 

1.  Building Expense Pool 
 

a.     Description of Services 
i.  Provide internal maintenance services 
ii. Provide external maintenance services 
iii. Arrange and monitor improvements and replacement of facilities 

and systems. 
iv. Coordinate services such as: janitorial, landscaping, snow removal, 

security, utilities and refuse 
v. Administration of facility rental and leasing agreements 

        b.   Direct Charges – Whenever possible, services expenses are directly   
              charged to affiliate accounts. 

                    c.   Allocation of Expenses – All labor, payroll taxes, fringes and overheads 
                          are allocated to affiliates and departments on the basis of square footage 
                          utilized by the affiliate or business unit. 

 
2.  Vehicles and Transportation 

 
a.   Description of Services 

i. Mechanic repair services for cars, light trucks, medium trucks and 
  other motor, trailer and related equipment 

ii. Coordination of outside service repairs on all vehicles for services 
not handled by the internal repair facilities.  These may include:  

  transmission, painting, collision and major engine repair.  
iii. Coordination of vehicle fueling for gasoline, diesel and natural gas  

  powered vehicles 
iv. Installation of natural gas powered capabilities into gasoline   
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  powered vehicles 
v. On the road pickup and repair services for fleet vehicles 
vi. Coordination of the purchase or leasing replacement and salvage of  

  fleet vehicles and equipment 
b. Direct Charges – Whenever possible, service expenses are charged 

directly to affiliate accounts.  
c. Allocation of Expenses – All vehicle expenses, except those allocated to  

the NJR Home Services affiliate, are allocated to other affiliates and 
business units based on the proportion of vehicles and related services 
utilized by the affiliate or business unit.  The sub pools used for vehicles 
are:  cars, light trucks and medium trucks. 

 
3.  Radio Tie-line Expense Pool 

 
        a.   Description of Services 

i. Radio tower rental fees 
ii. Radio tie line communication charges  

iii. Radio maintenance – time and materials 
iv. Radio equipment communication charges  

                    b.    Direct Charges – Whenever possible, services parts and repairs are    
    charged directly to affiliate accounts.  
c.    Allocation of Expenses – Expenses consist of outside, vouchers, 
       communications, installations, and repair charges.  Expenses are  
       allocated to affiliates and business units based on the number of radios  
       in the control of the affiliate or business unit. 

 
4. Inserter Room Expense Pool 

 
        a.   Description of Services 

      i.  Labor and expenses for operation of the inserter room   
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate or business unit accounts.  

c.    Allocation of Expenses – Allocations of all expenses are based on prior  
         year actual operation usage, modified for known significant future 
        differences in levels of support. 

 
5.   Hardware/Software Maintenance Expense Pool 

 
        a.  Description of Services 

i. Maintain operation and control of centralized main network 
computer hardware & software 

ii. Maintain security and licensing for users  
iii. Arrange and maintain periodic leasing controls for hardware and 

software 
iv. Maintain hardware & software, licensing, leasing for all PC users 

and commercial equipment 
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v. Maintain hardware & software, licensing, and maintenance for 
field order dispatch system (FODS) computes in field vehicles  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
     charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses include labor, fringes, and  
       overheads allocated from the NJR Service Company into the NJNG   
       Hardware/Software maintenance cost pool.  The pool also includes 
       outside purchases for various vouchered expenses for leasing, 
       maintenance contracts, and other overhead expenses, that are initially    
       booked in NJNG.  The allocation process uses a three factor weighted  
       calculation to arrive at the allocation to affiliates and business units.  The  
       three factors and their specific bases are: 

• Central Processing Unit (AS400 – CPU) costs are allocated  based 
on prior year CPU usage statistics 

• Personal Computer (PV) costs are allocated based on the 
proportion of PC computers in the control of the affiliate or 
business unit 

• Field Order Dispatch System (FODS) computer costs are based on 
the proportion of FODS computers in the control of the affiliate or 
business unit 

  The three allocations above are blended into a weighted average rate for  
  allocation to each affiliate or business unit. 

 
6.   Application Development 

 
a.   Description of Services 

i.  Analysis of computer system needs 
ii.  Coordination with affiliate or business unit management in 
      developing best approach 
iii.  System prototype, development, testing and training of users and  
      implementation of new and modified computer systems 
iv.  Troubleshooting and correction of software problems 
v.   Maintenance of a help desk for user support 
vi.   Periodic training of users for all systems 
vii.  Research and development of new systems 

        b.   Direct Charges – Whenever possible, service expenses are directly   
              charged to other affiliates 

  c.   Allocation of Expenses – All expenses of the Application Development   
        pool including labor, fringes, payroll taxes and overheads are allocated to   
        affiliates and business units based on current month actual timesheets. 
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7.   Communications Equipment Cost Pool 
 

        a.   Description of Services 
i. Date communications line fees – local and long distance  
ii. Maintenance and support for PC & network, related 

communications equipment  
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses are made up of outside service fees  
       for PC and network computers.  Costs are allocated based on the 
       proportion of PCs in the control of the affiliate or business unit. 

 
8.   Energy Services (Department 410) 

 
        a.   Description of Services 

i. Senior Vice President executive leadership, control, tactical and  
         strategic planning.  
ii. Nomination and scheduling 
iii. Volumetric accounting 
iv. Invoice preparation and customer payment processing 
v. Review of interstate pipeline tariffs and associated filings 
vi. Track deal confirmations and provide administrative support  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged.  Labor is initially charged to specific affiliate object accounts   
                           based on a predetermined allocation for each individual.  Labor is  
                           subsequently trued up quarterly from employee monthly timesheets 
                           submitted by department personnel.  

  c.    Allocation of Expenses – A predetermined overhead and fringe rate 
         applies these costs on the basis of labor dollar transfers.  The  
         predetermined overhead rate is calculated by dividing the department 
         overhead cost by the base direct labor dollars.  This predetermined rate 
         and the resulting allocation is trued up on an annual basis. 

 
III. TRANSFER OF SERVICES   
             

To the extent that there is any transfer of services between NJNG and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules.  Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at fair market value, or a shared corporate support service, which would not 
be available for sale on the open market and is accordingly priced at a fully allocated 
cost.  
 
IV. INTERCOMPANY BILLING AND PAYMENT   
             

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
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initial accumulation of cost.  Period end balances in the specific affiliate inter-company 
account are communicated to the specific affiliate. The charged affiliate posts the payable 
to a corresponding, specific affiliate inter-company account on their books.  Net funds 
due between affiliates are transferred on a monthly basis.  Where estimates are used for 
initial billing/charging, periodic true-ups adjust all provisional amounts to actual.    
 
V. FEDERAL INCOME TAX ALLOCATION 
             

The following tax allocation procedures outline the inter-company Federal 
Income Tax Calculation of NJNG with NJR as the parent holding company. 
 
 As in prior years, NJR intends to file a consolidated Federal income tax return for 
itself and its subsidiaries.  NJNG consents to be included in the consolidated return.  NJR 
and NJNG therefore agree to the following method of allocating the consolidated Federal 
tax liability and for compensating NJNG for the use of its net operating losses and/or tax 
credits, if any, in arriving at such tax liability.  The agreement also applies to claims, 
alternate minimum tax prepayments, and the carryback of net operating and/or tax 
credits. 
 
 The primary goal of this method is, to the maximum extent possible, to allocate to 
NJNG the tax liability or savings for the consolidate group which are generated by 
NJNG.  Therefore, the parties hereto agree as follows: 
 

1.  NJNG shall compute its liability on a stand alone basis solely by reference to   
     its respective items of income, gain, loss, deduction and credit. 

 
2.  If NJNG generates a net tax liability on a stand alone basis, it shall pay the  
     amount of such separate return liability to NJR.   

 
3.  If NJNG incurs a net operating loss, alternative minimum tax prepayments,  
     and/or tax credits, on a stand along basis, NJNG shall receive the tax savings 
     to the extent such savings can be utilized by NJR. 

 
4.  The tax allocation procedures shall be administered by the Tax Department of 
     NJR Service Corporation.   

 
5.  All tax payments or refunds, including estimated tax payments, as calculated 
     by the Tax Department, shall be paid by NJR to NJNG or by NJNG to NJR no 
     later than the day payments are made or received by a taxing authority.  The  
     amounts due each company may be paid either by the actual remittance of cash  
     or via inter-company accounts, as determined from time to time the NJR. 

 
6.  Adjustments to consolidated Federal income tax liability or refunds made by  
     the Internal Revenue Service on audit of the consolidated return shall be 
     determined in accordance with paragraphs 1 through 3.   
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7.  This agreement shall apply to all tax years beginning with the year 1999 unless  
     NJR and NJNG agree in writing to terminate this agreement. 
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NEW JERSEY NATURAL GAS COMPANY 
SERVICE AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2008 by and 
between NEW JERSEY NATURAL GAS COMPANY, a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”) and NJR 
HOME SERVICES COMPANY (“NJRHS”) a New Jersey corporation with principal 
offices at 1415 Wyckoff Road, Wall, New Jersey 07719.  
 

WITNESSETH: 
 
 WHEREAS, NJNG has a staff of employees competent to perform certain 
services (“Services”) for the subsidiaries of New Jersey Resources Corporation, including 
“Shared Services” as that term is defined in section 2(1) of the Affiliate Relations, Fair 
Competition and Accounting Standards and Related Reporting Requirements, N.J.A.C. 
14:4-5.1  seq. (“Affiliate Rules”) and the Shared Services Guidelines of New Jersey 
Natural Gas Company’s Compliance Plan on file with the New Jersey Board of Public 
Utilities and is willing to provide the Services to NJRHS in accordance with the Affiliate 
Rules; 
 
 WHEREAS, NJRHS is an affiliate of NJNG and NJRHS desires to retain NJNG 
to provide the Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the parties agree as follows: 
 

1. SCOPE 
 
  1.1 NJNG shall provide the Services described in the New Jersey Natural Gas 
Company Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement as Exhibit 1 and Exhibit 3.  
In addition to the services described in Exhibit 1 and Exhibit 3, NJNG may also provide 
NJRHS with additional services, which NJNG concludes it is able to perform and which 
are permitted under law and regulation to be provided.  In supplying such services, NJNG 
may arrange, where it deems appropriate, for the services of such experts, consultants, 
advisers and other persons with necessary qualifications as are required for or pertinent to 
the performance of such services.   NJNG warrants that all Services shall be performed in 
full conformity with the Agreement with the skill and care which would be exercised by 
those who perform similar services at the time the Services are performed, and in 
accordance with accepted industry practice. 
 
  1.2 Services Selected.  NJRHS shall make its selection of the Services 
described in Section 1.1 above that it agrees to receive from NJNG by providing NJNG 
an executed service request in the form set forth in Exhibit 2-Service Request, which is 
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attached to and made a part of this Agreement.  NJNG shall provide the selected Services 
on a fiscal year basis beginning October 1 through September 30. 
 

1.3 Changes in Scope.  NJRHS shall have the right from time to time to 
change or rescind any activity, project, program or work order provided that (a) such 
change, which results in a material change in the scope of the Services, is agreed to by 
NJNG; (b) the cost of the Services covered by any activity, project, program or work 
order shall include any expense incurred by NJNG as a direct result of such change or 
rescission of the activity, project, program or work order; and (c) no change or rescission 
of an activity, project, program or work order shall release NJRHS from liability for all 
costs already incurred by or contracted for by NJNG pursuant to the activity, project, 
program or work order, regardless of whether the Services associated with such costs 
have been completed.  Any request made by NJRHS pursuant to this Section 1.3 shall be 
in writing to NJNG and shall take effect on the first day of the first calendar month which 
is at least thirty (30) days after the day that NJRHS sent the written notice to NJNG. 
 

1.4       Billing and Collection Services.  In addition to the services selected 
pursuant to Section 1.2., NJNG shall render the following Billing and Collection services 
to NJRHS:  
 

a) Services Rendered 
 

1) Purchase of Accounts Receivable. NJNG shall purchase NJRHS accounts 
receivable resulting from the NJRHS sale of products and services. The purchase of 
accounts receivable by NJNG shall occur when the customer is billed for products and 
services provided by NJRHS.  If and when NJRHS decides, in its discretion, not to 
charge a customer for goods and services NJNG will not be responsible for collecting any 
amount that would otherwise be due NJRHS.  Notwithstanding anything contained 
herein, NJNG reserves the right to deduct from any sums due NJRHS hereunder any 
amounts owed by NJRHS.  

 
2) Extended payments for non-contract work. NJNG shall provide an 

extended payment option to NJRHS customers who purchase products or services from 
NJRHS totaling no more than $1,000 at any one time.   

 
3) Billing and Collection Services. NJNG shall provide billing and collection 

services on behalf of NJRHS resulting from NJRHS’s sale of products and services to 
Customers. Specifically, NJNG shall (i) render monthly bills to NJRHS Customers, (ii) 
receive payments from NJRHS Customers, (iii) maintain accounts of NJRHS Customers, 
including the posting of charges, payments, adjustments and other activities required to 
maintain accurate billing records for the sale of products and services by NJRHS, and (iv) 
assume responsibility for collecting charges from delinquent NJRHS Customers, 
including forwarding collection notices to NJRHS Customers and any other actions 
necessary to collect such accounts.  

 
4) Management Reports. NJNG will provide monthly reports to NJRHS  
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relating to services provided by NJNG to NJRHS’s customers and unbilled revenue 
accounts owed to NJRHS. Such services will include but not be limited to customer 
billings, collections, bankruptcy activity and accounts receivables.  

 
5) Generic Bill Messages. At no additional cost to NJRHS, NJRHS shall  

be allowed to include on the monthly bills to its Customers one (1) line of text for a 
generic message to each of its Customers. 
 
 6) Payroll Support.  NJNG will provide technical staff timesheet processing 
support to NJRHS. 

 
b) Transfer of Rate Information.  NJRHS shall provide NJNG with prices 

for each product and service delivered by NJRHS and billed by NJNG. NJNG shall not 
assume any responsibility for verifying such information.  

 
c) Over/Under Payments by NJNG.  In the event of any overpayment by 

NJNG to NJRHS, NJNG shall deduct the amount of the overpayment from any amounts 
due NJRHS under Section 3 of this Agreement.  In the event of an underpayment by 
NJNG to NJRHS, NJNG shall include the amount of the underpayment in any amounts 
due NJRHS.   

 
d) Billing Errors.  If NJNG finds or is notified by NJRHS within forty five 

(45) days of the  customer bill date of a billing error, it will make a reasonable effort to 
correct the error and render the appropriate bill within the time limits permitted by the 
laws and regulations of the State of New Jersey. The forty-five (45) day notification 
period shall not apply to billing errors caused by NJNG. If correction of such billing error 
results in an additional payment to NJRHS, then NJNG shall pay NJRHS the difference 
between the amount incorrectly billed and the amount that should have been billed had no 
billing error occurred. Should any billing errors caused by NJNG include periods prior to 
the most recent 12 months, those differences will not be billed to the NJRHS customers.  
If correction of such billing error results in an additional payment to NJNG, then NJNG 
shall deduct such amount from any amounts due NJRHS under Section 3.  
 
 

2. TERM AND TERMINATION 
 

This Agreement shall become effective on the date first set forth above and shall  
continue unless and until it is terminated upon thirty (30) days prior written notice by 
either party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
before or after the date of this Agreement, or if it is not approved by the New Jersey 
Board of Public Utilities subsequent to the effective date. 
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3. FEES 
 

3.1 NJNG shall be paid in accordance with the Allocation and Billing 
Procedures attached to and made a part of this Agreement. 
 

3.2 It is the intent of the parties that the fees for the Services will cover all 
costs of doing business. All of the Services rendered under this Agreement will be 
charged using a fully allocated cost methodology in compliance with the Affiliate Rules.  
Direct charges will be made where possible. The cost allocation/assignment methodology 
associated with each of the Services to be provided under this Agreement is set forth on 
Exhibit 1 and Exhibit 3, as applicable.  The cost allocation/assignment methodology will 
be reviewed periodically as deemed appropriate by the parties and in compliance with all 
applicable laws and regulations.  Such cost allocations/assignment methodology may be 
modified by NJNG provided that, in each instance, all services rendered under this 
Agreement will be charged and allocated in conformance with all applicable laws and 
regulations.  NJNG shall advise NJRHS of any changes to such cost 
allocation/assignment methodology. 
   

3.3 Invoices. 
 
(a) NJRHS may review fees charged by NJNG monthly through the 

designated NJNG inter-company account in the J.D. Edwards Enterprise System during 
the monthly closing process, by no later than the 25th of each month.  For periods 
subsequent to January 2005, NJNG shall issue an itemized statement on a quarterly basis 
by the 25th of the month following the end of the quarter.  Where estimates are used for 
initial billing, periodic true-ups will adjust all provisional amounts to actual.   
 

(b) Payment shall be made through an inter-company transfer of cash to or  
from the NJNG designated account by the 25th of each month. 
 

3.4 Audit.  NJNG shall keep complete and accurate accounting records, in  
accordance with generally accepted accounting principles, to substantiate NJNG’s 
charges and expenses under this Agreement.  NJNG’s records shall be open to 
examination during regular business hours by NJRHS. 
 
 

4. FORCE MAJEURE 
 

Neither party shall be liable to the other party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the parties shall 
engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
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5. DISPUTE RESOLUTION 
 

NJNG and NJRHS commit to take specific steps to prevent and settle all disputes 
that may arise in relation to this Agreement as follows:  
 

5.1 Prevention of Claims.  It is in the best interest of both Parties to this 
Agreement to prevent any misunderstandings or differences.  Both Parties shall make a 
good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review 
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as described below in Section 5.2 and Section 5.3.  
 

5.2 Voluntary Settlement - Direct and Mediated Negotiations.  The Parties  
agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
 
 5.3  Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of senior management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 

6. MISCELLANEOUS 
 

6.1 Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both parties.  In addition, no course of dealing or failure of a party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2 No Assignment.  Neither party may assign this Agreement without the  
other party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJNG acknowledges that it is an 
independent contractor and nothing herein constitutes a joint venture or partnership.  
Neither party has the right to bind or act for the other as agent or in any other capacity. 
 

6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
 

6.5 Severability.  Should any provision of this Agreement be held to be void 
or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   

Exhibit I 
Attachment B 
Page 5 of 18



 - 6 - 

 
6.6 Waiver.  The waiver or failure of either party to exercise any right in any 

 respect provided for herein shall not be deemed a waiver of any further right hereunder. 
 
6.7 Headings.  The headings used in this Agreement are for convenience of  

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 
 

6.8 Applicable Law.  This Agreement and performance under this Agreement  
shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 
 

6.9 Survival.  Termination of this Agreement shall be without prejudice to the  
rights and obligations of the parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJNG currently provides  
services to NJRHS pursuant to the terms and conditions of the Service Agreement dated 
October 20, 2006, on file with the New Jersey Board of Public Utilities.  That agreement 
shall automatically terminate upon the receipt of any required regulatory approvals of this 
Agreement and the subsequent execution of this Agreement. 
 

7. ENTIRE AGREEMENT   
 

This Agreement (including Exhibit 1-Affiliate Allocation and Billing Procedures, 
Exhibit 2-Service Request and Exhibit 3- Additional Affiliate Allocation and Billing 
Procedures embodies the entire understanding between NJNG and NJRHS for the subject 
matter of this Agreement and any prior or contemporaneous representations, either oral or 
written, are hereby superseded and canceled. 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NEW JERSEY 

NATURAL GAS COMPANY 
 NJR HOME SERVICES 

COMPANY 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NEW JERSEY NATURAL GAS COMPANY 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT I 
 
 
I.          INTRODUCTION 
 

New Jersey Natural Gas Company (“NJNG”), as of January 1982, is a subsidiary 
of New Jersey Resources Corporation (“NJR”).  NJNG’s gas utility operations continue 
to constitute the primary business activity of NJR. However, NJR has diversified into 
unregulated ventures through other subsidiaries. Refer to Exhibit A to the Affiliate Rules 
Compliance Plan for the corporate structure of NJR.  The purpose of this document is to 
describe the services provided by NJNG to NJR and other affiliates and the cost 
assignment/allocation methodologies utilized by NJNG to allocate and bill the costs of 
such services. 

 
II. DESCRIPTION OF SERVICES AND  
            COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 

Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below.   
 

1.  Building Expense Pool 
 

a.     Description of Services 
i.  Provide internal maintenance services 
ii. Provide external maintenance services 
iii. Arrange and monitor improvements and replacement of facilities 

and systems. 
iv. Coordinate services such as: janitorial, landscaping, snow removal, 

security, utilities and refuse 
v. Administration of facility rental and leasing agreements 

        b.   Direct Charges – Whenever possible, services expenses are directly   
              charged to affiliate accounts. 

                    c.   Allocation of Expenses – All labor, payroll taxes, fringes and overheads 
                          are allocated to affiliates and departments on the basis of square footage 
                          utilized by the affiliate or business unit. 

 
2.  Vehicles and Transportation 

 
a.   Description of Services 

i. Mechanic repair services for cars, light trucks, medium trucks and 
  other motor, trailer and related equipment 

ii. Coordination of outside service repairs on all vehicles for services 
not handled by the internal repair facilities.  These may include:  

  transmission, painting, collision and major engine repair.  
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iii. Coordination of vehicle fueling for gasoline, diesel and natural gas  
  powered vehicles 

iv. Installation of natural gas powered capabilities into gasoline   
  powered vehicles 

v. On the road pickup and repair services for fleet vehicles 
vi. Coordination of the purchase or leasing replacement and salvage of  

  fleet vehicles and equipment 
b. Direct Charges – Whenever possible, service expenses are charged 

directly to affiliate accounts.  
c. Allocation of Expenses – All vehicle expenses, except those allocated to  

the NJR Home Services affiliate, are allocated to other affiliates and 
business units based on the proportion of vehicles and related services 
utilized by the affiliate or business unit.  The sub pools used for vehicles 
are:  cars, light trucks and medium trucks. 

 
3.  Radio Tie-line Expense Pool 

 
        a.   Description of Services 

i. Radio tower rental fees 
ii. Radio tie line communication charges  

iii. Radio maintenance – time and materials 
iv. Radio equipment communication charges  

                    b.    Direct Charges – Whenever possible, services parts and repairs are    
    charged directly to affiliate accounts.  
c.    Allocation of Expenses – Expenses consist of outside, vouchers, 
       communications, installations, and repair charges.  Expenses are  
       allocated to affiliates and business units based on the number of radios  
       in the control of the affiliate or business unit. 

 
 

4. Inserter Room Expense Pool 
 

        a.   Description of Services 
      i.  Labor and expenses for operation of the inserter room   

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate or business unit accounts.  

c.    Allocation of Expenses – Allocations of all expenses are based on prior  
         year actual operation usage, modified for known significant future 
        differences in levels of support. 
 

5.   Hardware/Software Maintenance Expense Pool 
 

        a.  Description of Services 
i. Maintain operation and control of centralized main network 

computer hardware & software 
ii. Maintain security and licensing for users  
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iii. Arrange and maintain periodic leasing controls for hardware and 
software 

iv. Maintain hardware & software, licensing, leasing for all PC users 
and commercial equipment 

v. Maintain hardware & software, licensing, and maintenance for 
field order dispatch system (FODS) computes in field vehicles  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
     charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses include labor, fringes, and  
       overheads allocated from the NJR Service Company into the NJNG   
       Hardware/Software maintenance cost pool.  The pool also includes 
       outside purchases for various vouchered expenses for leasing, 
       maintenance contracts, and other overhead expenses, that are initially    
       booked in NJNG.  The allocation process uses a three factor weighted  
       calculation to arrive at the allocation to affiliates and business units.  The  
       three factors and their specific bases are: 

• Central Processing Unit (AS400 – CPU) costs are allocated  based 
on prior year CPU usage statistics 

• Personal Computer (PV) costs are allocated based on the 
proportion of PC computers in the control of the affiliate or 
business unit 

• Field Order Dispatch System (FODS) computer costs are based on 
the proportion of FODS computers in the control of the affiliate or 
business unit 

  The three allocations above are blended into a weighted average rate for  
  allocation to each affiliate or business unit. 
 

6.   Application Development 
 

a.   Description of Services 
i.  Analysis of computer system needs 
ii.  Coordination with affiliate or business unit management in 
      developing best approach 
iii.  System prototype, development, testing and training of users and  
      implementation of new and modified computer systems 
iv.  Troubleshooting and correction of software problems 
v.   Maintenance of a help desk for user support 
vi.   Periodic training of users for all systems 
vii.  Research and development of new systems 

        b.   Direct Charges – Whenever possible, service expenses are directly   
              charged to other affiliates 

  c.   Allocation of Expenses – All expenses of the Application Development   
        pool including labor, fringes, payroll taxes and overheads are allocated to   
        affiliates and business units based on current month actual timesheets. 

 
7.   Communications Equipment Cost Pool 
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        a.   Description of Services 

i. Date communications line fees – local and long distance  
ii. Maintenance and support for PC & network, related 

communications equipment  
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses are made up of outside service fees  
       for PC and network computers.  Costs are allocated based on the 
       proportion of PCs in the control of the affiliate or business unit. 

 
8.   Energy Services (Department 410) 

 
        a.   Description of Services 

i. Senior Vice President executive leadership, control, tactical and  
         strategic planning.  
ii. Nomination and scheduling 
iii. Volumetric accounting 
iv. Invoice preparation and customer payment processing 
v. Review of interstate pipeline tariffs and associated filings 
vi. Track deal confirmations and provide administrative support  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged.  Labor is initially charged to specific affiliate object accounts   
                           based on a predetermined allocation for each individual.  Labor is  
                           subsequently trued up quarterly from employee monthly timesheets 
                           submitted by department personnel.  

  c.    Allocation of Expenses – A predetermined overhead and fringe rate 
         applies these costs on the basis of labor dollar transfers.  The  
         predetermined overhead rate is calculated by dividing the department 
         overhead cost by the base direct labor dollars.  This predetermined rate 
         and the resulting allocation is trued up on an annual basis. 

 
III. TRANSFER OF SERVICES   
             

To the extent that there is any transfer of services between NJNG and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules.  Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at Fair Market Value, or a shared corporate support service, which would not 
be available for sale on the open market and is accordingly priced at a fully allocated 
cost.  
 
IV. INTERCOMPANY BILLING AND PAYMENT   
             

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
initial accumulation of cost.  Period end balances in the specific affiliate inter-company 
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account are communicated to the specific affiliate. The charged affiliate posts the payable 
to a corresponding, specific affiliate inter-company account on their books.  Net funds 
due between affiliates are transferred on a monthly basis.  Where estimates are used for 
initial billing/charging, periodic true-ups adjust all provisional amounts to actual.    
 
V. FEDERAL INCOME TAX ALLOCATION 
             

The following tax allocation procedures outline the inter-company Federal 
Income Tax Calculation of NJNG with NJR as the parent holding company. 
 
 As in prior years, NJR intends to file a consolidated Federal income tax return for 
itself and its subsidiaries.  NJNG consents to be included in the consolidated return.  NJR 
and NJNG therefore agree to the following method of allocating the consolidated Federal 
tax liability and for compensating NJNG for the use of its net operating losses and/or tax 
credits, if any, in arriving at such tax liability.  The agreement also applies to claims, 
alternate minimum tax prepayments, and the carryback of net operating and/or tax 
credits. 
 
 
 
 The primary goal of this method is, to the maximum extent possible, to allocate to 
NJNG the tax liability or savings for the consolidate group which are generated by 
NJNG.  Therefore, the parties hereto agree as follows: 
 

1.  NJNG shall compute its liability on a stand alone basis solely by reference to   
     its respective items of income, gain, loss, deduction and credit. 

 
2.  If NJNG generates a net tax liability on a stand alone basis, it shall pay the  
     amount of such separate return liability to NJR.   

 
3.  If NJNG incurs a net operating loss, alternative minimum tax prepayments,  
     and/or tax credits, on a stand along basis, NJNG shall receive the tax savings 
     to the extent such savings can be utilized by NJR. 

 
4.  The tax allocation procedures shall be administered by the Tax Department of 
     NJR Service Corporation.   

 
5.  All Federal tax payments or refunds, including estimated tax payments, as 
calculated 
     by the Tax Department, shall be paid by NJR to NJNG or by NJNG to NJR no 
     later than the day payments are made or received by a taxing authority.  The  
     amounts due each company may be paid either by the actual remittance of cash  
     or via inter-company accounts, as determined from time to time the NJR. 

 
6.  Adjustments to consolidated Federal income tax liability or refunds made by  
     the Internal Revenue Service on audit of the consolidated return shall be 
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     determined in accordance with paragraphs 1 through 3.   
 

7.  This agreement shall apply to all tax years beginning with the year 1999 unless  
     NJR and NJNG agree in writing to terminate this agreement. 
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NEW JERSEY NATURAL GAS COMPANY 

ADDITIONAL AFFILIATE ALLOCATION AND BILLING PROCEDURES 
FOR NJR HOME SERVICES COMPANY 

EXHIBIT 3 

I. INTRODUCTION 

New Jersey Natural Gas Company ("NJNG") was reorganized, effective January 
1982, as a subsidiary of a new holding company called New Jersey Resources 
Corporation ("NJR"). The purpose of this document is to describe the additional services 
provided by NJNG to NJR Home Services Company ("NJRHS") and the cost 
assignment/allocation methodologies utilized by NJNG to allocate and bill the costs of 
such services. 

II. DESCRIPTION OF SERVICES AND COST 
ASSIGNMENT/ALLOCATION METHODOLOGIES 

Whenever possible, services are directly charged. Where direct charging is not 
possible, allocation methods are used as described below. 

1. Customer Inquiry Cost Pool 
 
  a.  Description of Services 

i. Expenses of the NJNG department 860, the call center, excluding 
costs related to billing. 

ii. Customer service representative call center operations including 
labor, fringes and overheads together with normal service 
allocations to the department 

iii. Certain costs are regarded as billing cost and not related to the call 
center activity. These costs are removed from department 860 and 
use another allocation, the billing allocation. These costs include 
billing labor, postage, the inserter room allocation and the 
application development allocation 

b. Direct Charges - Whenever possible, service expenses are directly charged 
to affiliate accounts. 

c. Allocation of Expenses - Allocation of all costs are the product of a 
predetermined (provisional) customer inquiry rate per call, multiplied by the 
number of actual period calls related to the beneficiary's operation. The 
predetermined rate is determined by dividing current budgeted pool costs by 
budgeted pool base units. The provisional rate and the resulting allocations are 
trued up to actual after eleven months. 
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2. Billing Cost Pool 

a. Description of Services - Billing activity costs include: labor, fringes, 
overhead, postage, allocated costs of the inserter function and the application 
development activity related to billing. 

b. Direct Charges - Whenever possible, service expenses are directly charged 
to affiliate accounts 

c. Allocation of Expenses - Allocation of all costs are the result of the product 
of a predetermined (provisional) billing rate per equivalent billing, multiplied 
by the number of actual equivalent billings. The predetermined rate is 
determined by dividing current budgeted pool costs by budgeted pool base 
units. Billings include service contract as well as service type chargeable 
billings and utility billings. Since the billing invoice document for a NJRHS 
billing always includes the customer's monthly utility billing, the one common 
invoice form equates to two "equivalent" bills for the purpose of calculating 
the rate and for determining the number of ("equivalent") billings. The 
provisional rate and the resulting allocations are trued up to actual after eleven 
months. 

3. Remittance Processing Pool (Dept 890) 

a. Description of Services 
i. Labor, fringes and overheads related to the remittance processing 
function 
ii. Processing of NJNG and NJRHS billing receipts (check payments) for 

residential and commercial customers 
Maintaining the on-line payment function 

iii. Maintaining the walk-in cash payment facility. 
 

b. Direct Charges - Whenever possible, service expenses are directly charged 
to affiliate accounts 

c. Allocation of Expenses - Allocation of all costs are the result of the product 
of a predetermined (provisional) remittance rate per equivalent "billing" 
multiplied by the number of actual equivalent billings. The predetermined rate 
is determined by dividing current budgeted pool costs by budgeted pool base 
units. Billings and remittances represent service contracts, chargeable services 
and utility remittances. The equivalent bill count is used as the equivalent 
remittance count. The provisional rate and the resulting allocations are trued 
up after eleven months. 

4. Payroll Processing 

 a. Description of Services — Costs include: labor, fringes and overhead of  
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  clerical support providing the services. 

 b. Direct Charges — The labor and fringes are directly charged and 
originate   from actual monthly timesheets. 

 c. Allocation of Expenses — Department overheads are applied using a  
  predetermined (provisional) overhead rate.  This rate is trued up after 
eleven   months. 

5. Transportation Cost Pool (Dept 980) 

a. Description of Services 
i. Labor, fringes and overhead of mechanic staff and related management 
ii. Mechanic repair services for cars, light trucks and medium trucks and 

other motor trailer and related tool equipment 
iii. Coordinate outside service repair on all vehicles for services not 

handled by the internal repair facility. These may include: 
transmission, painting, collision and major engine repair. 

iv. Coordinate vehicle fueling for gasoline and diesel vehicles 
v. On the road pickup and repair services for fleet vehicles 
vi. Coordinate the purchase, leasing, replacement and salvage of fleet 

vehicles and equipment. 

b. Direct Charges - Whenever possible, service expenses are directly charged to 
affiliate accounts. The vehicle repair facility management tracks and reports to 
accounting the actual direct monthly charges for parts and outside services 
that are used on NJRHS vehicles. These costs are journalized and transferred 
to NJRHS monthly. Mechanic repair hours on NJRHS are also tracked and 
reported on these vehicles. 

 c. Allocation of Indirects - Indirect costs such as fringes, supplies and other 
overheads of the transportation cost pool are allocated to NJRHS using a 
predetermined (provisional) rate based on the actual (direct) monthly mechanic 
repair hours that are used on the NJRHS vehicles. The predetermined rate is 
determined by dividing current budgeted pool costs by budgeted pool base 
units. This rate and the resulting cost allocation are trued up to actual after 
eleven months. 

6.  Credit and Collection Cost Pool (Dept 840) 

a. Description of Services 
i. Provides credit review and collection activity on residential and 

commercial customer's outstanding account balances 
ii. Coordinate a system of verbal and written communications and 

dunning notices to obtain payment 
iii. The labor, fringes and overhead of credit and collection function 
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b. Direct Charges - Whenever possible service expenses are directly 
charged to other affiliates 

c. Allocation of Indirects - Allocation of all department service costs are 
the product of a predetermined (provisional) credit and collection rate 
per on-account revenue dollars, multiplied by the on-account revenue 
dollars for the accounting period. The predetermined rate is determined 
by dividing current budgeted pool costs by budgeted pool base units. 
Allocation of written off receivable dollars for bad depts, is the result of 
applying the company wide bad debt experience factor to the on account 
revenue dollars of NJRHS for the accounting period.  The predetermined 
rate is trued up after eleven months. 

III. TRANSFER OF SERVICES 

To the extent that there is any transfer of services between NJNG and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules. Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at Fair Market Value, or a shared corporate support service, which would 
not be available for sale on the open market and are accordingly priced at a fully 
allocated cost. 

IV. INTERCOMPANY BILLING AND PAYMENT 

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
initial accumulation of cost. Period end balances in the specific affiliate inter-company 
account are communicated to the specific affiliate. The charged affiliate posts the 
payable to a corresponding, specific affiliate inter-company account on their books. Net 
funds due between affiliates are transferred on a monthly basis. Where estimates are used 
for initial billing/charging, periodic true-ups adjust all provisional amounts to actual. 
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NEW JERSEY NATURAL GAS COMPANY 
EMERGENCY SERVICES AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2008 by and 
between NEW JERSEY NATURAL GAS COMPANY, a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”) and NJR 
HOME SERVICES COMPANY (“NJRHS”) a New Jersey corporation with principal 
offices at 1415 Wyckoff Road, Wall, New Jersey 07719.  
 

WITNESSETH: 
 
 WHEREAS, NJRHS has a work force trained to perform a range of tasks that 
pertains to the curtailment and restoration of gas services and includes, without 
limitations, gas appliances light-ups, gas service turn-ons and turn-offs, gas appliance 
diagnostics and repair and other tasks that require knowledge and experience working 
with natural gas in a safe manner, and is willing to make its employees available to 
NJNG in times of emergency situations (“Services”) and is willing to provide the 
Services to NJNG in accordance with the Affiliate Relations, Fair Compensation and 
Accounting Standards and Related Reporting Requirements (“Affiliate Rules”); 
 
 WHEREAS, NJRHS is an affiliate of NJNG and NJNG desires to retain NJRHS 
to provide the Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the parties agree as follows: 
 

1. SCOPE 
 
  1.1 In the event of an emergency or in a situation wherein customer safety 
could be compromised, NJRHS shall provide NJNG with employees and equipment to 
assist NJNG in the restoration of natural gas service and/or repair of natural gas 
equipment to its customers.  The term “emergency” is defined as any event constituting a 
threat to the public health, safety and welfare of the customers of NJNG and the 
surrounding community, including any event affecting NJNG’s provision of safe, 
adequate and proper utility service.  The scheduling of the tasks and the employees will 
be made mutually between the parties.  NJRHS warrants that the Services shall be 
performed in full conformity with the Agreement with the skill and care which would be 
exercised by those who perform similar services at the time the Services are performed, 
and in accordance with accepted industry practice. 
 
 1.2 Training 

 
(a) NJRHS is responsible for the training, testing and qualifying of its 

personnel, if any are necessary to provide or perform the Services under this Agreement.  
The training shall include, among other things, basic knowledge and awareness of the 
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properties and hazards of natural gas, ignition sources for natural gas, and the 
transportation of natural gas through a pipeline system.  In performing the Services under 
this agreement, NJRHS shall further ensure that its personnel comply with all state and 
federal laws, regulations and codes, including standards of the International Fuel Gas 
Code. 
 
 (b) Every three (3) years, at no cost to NJRHS, NJNG shall provide not more 
than thirty-two (32) hours of emergency response training to no more than one hundred 
(100) NJRHS operational employees to enable NJRHS to perform the Services under this 
Agreement.  NJNG will compensate NJRHS for the time its employees spend in the 
classroom while training for NJNG. 
 

1.3 Drug and Alcohol Testing.  NJRHS operational employees performing 
the Services under this Agreement shall be subject to the drug and alcohol testing 
requirements specified by the United States Department of Transportation (“DOT”) in 49 
CFR Part 199.  NJRHS shall comply with these requirements and be able to document 
such compliance to the satisfaction of NJNG. 
 

1.4 Licenses and Permits.  NJRHS shall secure all licenses or permits 
required by law and shall comply with all ordinances, laws, orders, rules and regulations 
pertaining to the Services to be provided under this Agreement made by any 
governmental authority or public regulatory body. 
 

1.5 Changes in Scope.  NJNG shall have the right from time to time to 
change or rescind any activity, project, program or work order provided that (a) such 
change, which results in a material change in the scope of the Services, is agreed to by 
NJRHS; (b) the cost of the Services covered by any activity, project, program, or work 
order shall include any expense incurred by NJRHS as a direct result of such change or 
rescission of the activity, project, program or work order; and (c) no change or rescission 
of an activity, project, program, or work order shall release NJNG from liability for all 
costs already incurred by or contracted for by NJRHS pursuant to the activity, project, 
program or work order, regardless of whether the Services are associated with such costs 
have been completed.  Any request made by NJNG pursuant to this Section 1.5 shall be 
in writing to NJRHS and shall take effect on the first day of the first calendar month 
which is at least thirty (30) days after the day that NJNG sent the written notice to 
NJRHS.   

 
2. TERM AND TERMINATION 

 
This Agreement shall become effective on the date first set forth above and shall 

continue unless and until it is terminated upon thirty (30) days prior written notice by 
either party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
before or after the date of this Agreement, or if it is not approved by the New Jersey 
Board of Public Utilities subsequent to the effective date. 
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3. FEES 

 
3.1 NJNG shall compensate NJRHS at no more than the fully allocated 

current pay rate for each responding NJRHS employee.  Payroll taxes, all employee 
benefits, and an allowance for transportation expenses will be included. 
   

3.2 Invoices. 
 

(a) NJNG may review fees charged by NJRHS monthly through the 
designated NJRHS inter-company account in J.D. Edwards Enterprise System during the 
monthly closing process, by no later than the 25th day of the month following the month 
in which Services were provided.  NJRHS will charge all fees to the appropriate billing 
accounts set-up in the UCIS system by the 25th day of the month following the month in 
which Services were provided.  Where estimates are used for initial billing, periodic true-
ups will adjust all provisional amounts to actual.   
 

(b) Payment shall be made through an inter-company transfer of cash to or  
from the NJRHS designated account by the 25th of each month. 
 

3.3 Audit.  NJRHS shall keep complete and accurate accounting records, in  
Accordance with generally accepted accounting principles, to substantiate NJRHS’s 
charges and expenses under this Agreement.  NJRHS’s records shall be open to 
examination during regular business hours by NJNG. 
 

4. FORCE MAJEURE 
 

Neither party shall be liable to the other party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the parties shall 
engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
 

5. DISPUTE RESOLUTION 
 

NJNG and NJRHS commit to take specific steps to prevent and settle all disputes 
that may arise in relation to this Agreement as follows:  
 

5.1 Prevention of Claims.  It is in the best interest of both Parties to this 
Agreement to prevent any misunderstandings or differences.  Both Parties shall make a 
good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review 
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as described below in Section 5.2 and Section 5.3.  
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5.2 Voluntary Settlement - Direct and Mediated Negotiations.  The Parties  

agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
 
 5.3 Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 

6. MISCELLANEOUS 
 

6.1 Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both parties.  In addition, no course of dealing or failure of a party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2 No Assignment.  Neither party may assign this Agreement without the  
other party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJRHS acknowledges that it is an 
independent contractor and nothing herein constitutes a joint venture or partnership.  
Neither party has the right to bind or act for the other as agent or in any other capacity. 
 

6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
 

6.5 Severability.  Should any provision of this Agreement be held to be void 
or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   
 

6.6 Waiver.  The waiver or failure of either party to exercise any right in any 
 respect provided for herein shall not be deemed a waiver of any further right hereunder. 

 
6.7 Headings.  The headings used in this Agreement are for convenience of  

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 
 

6.8 Applicable Law.  This Agreement and performance under this Agreement  
shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 
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6.9 Survival.  Termination of this Agreement shall be without prejudice to the  

rights and obligations of the parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJRHS currently provides  
Emergency services to NJNG pursuant to the terms and conditions of the Service 
Agreement dated October 20, 2006, on file with the New Jersey Board of Public Utilities.  
That agreement shall automatically terminate upon the execution of this Agreement. 
 

7. ENTIRE AGREEMENT.  This Agreement embodies the entire 
understanding between NJRHS and NJNG for the subject matter of this Agreement and 
any prior or contemporaneous representations, either oral or written, are hereby 
superseded and canceled.` 

 
IN WITNESS WHEREOF, the parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NJR HOME SERVICES 

COMPANY 
 NEW JERSEY 

NATURAL GAS COMPANY 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NJR SERVICE CORPORATION 
SERVICE AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2008 by and 
between NJR SERVICE CORPORATION (“NJRS”), a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”) and NEW 
JERSEY NATURAL GAS COMPANY, a New Jersey corporation with principal 
offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”). 
 

WITNESSETH: 
 
 WHEREAS, NJRS has a staff of employees competent to perform certain 
services (“Services”) for the subsidiaries of New Jersey Resources Corporation, including 
“Shared Services” as that term is defined in section 2(1) of the Affiliate Relations, Fair 
Competition and Accounting Standards and Related Reporting Requirements, N.J.A.C. 
14:4-5.1 seq. (“Affiliate Rules”) and the Shared Services Guidelines of New Jersey 
Natural Gas Company’s Compliance Plan on file with the New Jersey Board of Public 
Utilities and is willing to provide the Services to NJNG in accordance with the Affiliate 
Rules; 
 
 WHEREAS, NJNG is an affiliate of NJRS and NJNG desires to retain NJRS to 
provide the Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the parties agree as follows: 
 

1. SCOPE 
 
  1.1 NJRS shall provide the Services described in the NJR Service 
Corporation Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement as Exhibit 1.  In addition to 
the services described in Exhibit 1, NJRS may also provide NJNG with additional 
services, which NJRS concludes it is able to perform and which are permitted under law 
and regulation to be provided.  In supplying such services, NJRS may arrange, where it 
deems appropriate, for the services of such experts, consultants, advisers and other 
persons with necessary qualifications as are required for or pertinent to the performance 
of such services.   NJRS warrants that all Services shall be performed in full conformity 
with the Agreement with the skill and care which would be exercised by those who 
perform similar services at the time the Services are performed, and in accordance with 
accepted industry practice. 
 

1.2 Services Selected.  NJNG shall make its selection of the Services 
described in Section 1.1 above that it agrees to receive from NJRS by providing NJRS an 
executed service request in the form set forth in Exhibit 2-Service Request, which is 
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attached to and made a part of this Agreement.  NJRS shall provide the selected services 
on a fiscal year basis beginning October 1 through September 30. 
 
 1.3 Changes in Scope.  NJNG shall have the right from time to time to 
change or rescind any activity, project, program or work order provided that (a) such 
change, which results in a material change in the scope of the Services, is agreed to by 
NJRS; (b) the cost of the Services covered by any activity, project, program or work 
order shall include any expense incurred by NJRS as a direct result of such change or 
rescission of the activity, project, program or work order; and (c) no change or rescission 
of an activity, project, program or work order shall release NJNG from liability for all 
costs already incurred by or contracted for by NJRS pursuant to the activity, project, 
program or work order, regardless of whether the Services associated with such costs 
have been completed.  Any request made by NJNG pursuant to this Section 1.3 shall be 
in writing to NJRS and shall take effect on the first day of the first calendar month which 
is at least thirty (30) days after the day that NJNG sent the written notice to NJRS. 
 

2. TERM AND TERMINATION 
 

This Agreement shall become effective on the date first set forth above and shall 
continue unless and until it is terminated upon thirty (30) days prior written notice by 
either party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
before or after the date of this Agreement, or if it is disapproved by the New Jersey Board 
of Public Utilities subsequent to the effective date. 

 
3. FEES 

 
3.1 NJRS shall be paid in accordance with the Allocation and Billing 

Procedures. 
 

3.2 It is the intent of the parties that the fees for the Services rendered by 
NRJS will cover all costs of doing business. All of the Services rendered under this 
Agreement will be charged using a fully allocated cost methodology in compliance with 
the Affiliate Rules.  Direct charges will be made where possible. The cost 
allocation/assignment methodology associated with each of the Services to be provided 
under this Agreement is set forth on the Allocation and Billing Procedures.  The cost 
allocation/assignment methodology will be reviewed periodically as deemed appropriate 
by the parties and in compliance with all applicable laws and regulations.  Such cost 
allocations/assignment methodology may be modified by NJRS provided that, in each 
instance, all services rendered under this Agreement will be charged and allocated in 
conformance with all applicable laws and regulations.  NJRS shall advise NJNG of any 
changes to such cost allocation/assignment methodology. 
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3.3 Invoices. 
a.  NJNG may review fees charged by NJRS monthly through the designated 

NJNG inter-company account in the J.D. Edwards Enterprise System during the monthly 
closing process, by no later than the 25th day of each month.  NJRS shall issue an 
itemized statement on a quarterly basis by the 25th day of the month following the end of 
the quarter.  Where estimates are used for initial billing, periodic true-ups will adjust all 
provisional amounts to actual.   
 

b.   Payment shall be made through an inter-company transfer of cash to or 
from the NJNG designated account by the 25th day of the month following the date of the 
monthly invoice.   
 

3.4 Audit.  NJRS shall keep complete and accurate accounting records, in  
accordance with generally accepted accounting principles, to substantiate NJNG’s 
charges and expenses under this Agreement.  NJRS’ records shall be open to examination 
during regular business hours by NJNG. 
 

4. FORCE MAJEURE 
 

Neither party shall be liable to the other party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the parties shall 
engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
 

5. DISPUTE RESOLUTION  
 

NJRS and NJNG commit to take specific steps to prevent and settle all disputes 
that may arise in relation to this Agreement as follows:  
 

5.1 Prevention of Claims.  It is in the best interest of both Parties to this 
Agreement to prevent any misunderstandings or differences.  Both Parties shall make a 
good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review 
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as described below under Section 5.2 and Section 5.3.  
 

5.2  Voluntary Settlement - Direct and Mediated Negotiations.  The Parties  
agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
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 5.3  Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of senior management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 

6. MISCELLANEOUS 
 

6.1  Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both parties.  In addition, no course of dealing or failure of a party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2 No Assignment.  Neither party may assign this Agreement without the 
other party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJRS acknowledges that it is an 
independent contractor and nothing herein constitutes a joint venture or partnership.  
Neither party has the right to bind or act for the other as agent or in any other capacity. 
 

6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
 

6.5 Severability.  Should any provision of this Agreement be held to be void 
or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   
 

6.6 Waiver.  The waiver or failure of either party to exercise any right in any 
respect provided for herein shall not be deemed a waiver of any further right hereunder. 

 
6.7 Headings.  The headings used in this Agreement are for convenience of 

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 

 
6.8 Applicable Law.  This Agreement and performance under this Agreement 

shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 

 
6.9 Survival.  Termination of this Agreement shall be without prejudice to the 

rights and obligations of the parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJRS currently provides 
services to NJNG pursuant to the terms and conditions of the Service Agreement dated 
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September 15, 2006, on file with the New Jersey Board of Public Utilities.  That 
agreement shall automatically terminate upon receipt of any required regulatory 
approvals of this Agreement and the subsequent execution of this Agreement. 
 
7 ENTIRE AGREEMENT   
 

This Agreement (including Exhibit 1-Affiliate Allocation and Billing Procedures; 
and Exhibit 2-Service Request) embodies the entire understanding between NJRS and 
NJNG for the subject matter of this Agreement and any prior or contemporaneous 
representations, either oral or written, are hereby superseded and canceled. 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NJR SERVICE CORPORATION  NEW JERSEY 

NATURAL GAS COMPANY 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NJR SERVICE CORPORATION 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 1 
 
 
I.          INTRODUCTION 
 

NJR Service Corporation (“NJRS”) was organized as a subsidiary of New Jersey 
Resources Corporation (“NJR”).  NJRS exists to provide Shared Services to NJR and its 
subsidiaries listed in Exhibit A of New Jersey Natural Gas Company’s Affiliate Rules 
Compliance Plan. Services performed on behalf of any retail Affiliates will be limited to 
services that are permissible under the Affiliate Relations, Fair Competition and 
Accounting Standards and Related Reporting Requirements (“Affiliate Rules”), pursuant 
to N.J.A.C. 14:4-5.1 et seq. The purpose of this document is to describe the services 
provided by NJRS and the cost assignment/allocation methodologies utilized by NJRS to 
allocate and bill the costs of such services.  

 
II. DESCRIPTION OF SERVICES AND  
            COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 

Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below. 
 

1.        Accounting Services (Dept. 7540) 
 

a. Description of Services 
i. Accounts payable administration 
ii. General account ledger maintenance, control and internal 

reporting 
iii. Capital work order administration 
iv. Fixed asset management and control 
v. Production data analysis and reporting 
vi. Statistical analysis of data and information surveys 
vii. Revenue planning and budget tracking 
viii. External reporting 
ix. Budget preparation and analysis 
x. Account variance analysis 
xi. Tax analysis, return preparation and planning 
xii. Research and analysis of accounting practices 
xiii. Accounting system design, analysis and implementation 

 
b. Direct Charges – Whenever possible, service expenses are directly 

charged.  Labor is initially charged to specific affiliate object accounts 
on a predetermined basis for each individual.  Labor is subsequently 
trued up quarterly, from actual employee timesheets submitted by all 
NJR Service Corporation personnel.  For A/P employees who are 
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working in the batch environment, timesheet allocations to affiliate 
accounts are made on a basis of recent historical document counts. 

 
c. Allocations of Indirects – Residual department labor, primarily 

resulting from sick days, holidays, vacation, training, company 
meetings of a general nature, as well as labor accruals payroll taxes, 
fringes, overheads and allocation of residual New Jersey Resources 
Corporation and NJRS labor is allocated to affiliates on the basis of 
department labor that is directly charged. Staff, involved with 
coordinating capital projects, have direct and related allocated 
expenses directed to another allocation pool that distributes this 
expense on the basis of period work order project charges. 

 
2.        Auditing, Internal (Dept 7115) 

 
a. Description of Services 

i. Perform periodic and random audits of records and procedures 
ii. Coordinate accounting process documentation 
iii. Support Board of Director audit committee guidelines and 

analysis requirements 
iv. Support and augment external auditors 
v. Report and submit recommendations to management 
vi. Assist in the research and interpretation of new accounting 

regulations and pronouncements.  
 
b. Direct Charges – Whenever possible, service expenses are directly 

charged.  Labor is initially charged to specific affiliate object accounts 
based on the predetermined basis for each individual.  Labor is 
subsequently trued up quarterly from employee monthly timesheets 
submitted by all NJRS personnel. 

 
c. Allocation of Indirects – Residual department labor, primarily 

resulting from sick days, holidays, vacation, training, company 
meetings of a general nature, labor accruals, payroll taxes, fringes, 
overheads and residual New Jersey Resources Corporation and NJRS 
labor is allocated to affiliates on the basis of the department labor that 
is directly charged.    

 
3.        Communications (Dept 7110) 

 
 a.   Description of Services 

i. Advertising planning, layout and design 
ii. Coordination of outside artwork vendors 
iii. Graphic design 
iv. Written communications internally and externally 
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v. Coordination of outside media such as TV, Radio, Newspaper 
and other media except the internal website 

 
b. Direct charges – Whenever possible, service expenses are directly 

charged.  Labor is initially charged to specific affiliate object accounts 
based on the predetermined basis for each individual.  Labor is 
subsequently trued up quarterly from employee monthly timesheets 
submitted by all NJRS personnel. 

 
c. Allocations of Indirects – Residual department labor, primarily 

resulting from sick days, holidays, vacation, training, company 
meetings of a general nature, labor accruals, payroll taxes, fringes, 
overheads and residual New Jersey Resources Corporation and NJRS 
labor is allocated to affiliates on the basis of the department labor that 
is directly charged.  

 
4.        Communications, Website (Dept 7111) 

 
a.    Description of Services 

i. Website advertising, planning, layout and design  
ii. Coordination of outside artwork and software vendors for website 
iii. Graphic design and layout coordination 
iv. Maintenance of text inputs on website 
v. Company communications on the website 

 
b. Direct Charges – Whenever possible, service expenses are directly 

charged.  Labor is initially charged to specific affiliate object accounts 
based on the predetermined basis for each individual.  Labor is 
subsequently trued up quarterly from employee monthly timesheets 
submitted by all NJRS personnel. 

 
c. Allocation of Indirects – Residual department labor, primarily 

resulting from sick days, holidays, vacation, training, company 
meetings of a general nature, labor accruals, payroll taxes, fringes, 
overheads and residual New Jersey Resources Corporation and NJRS 
labor is allocated to affiliates on the basis of the department labor that 
is directly charged.  

 
5.       Facilities (Dept 7290) 

 
 a.    Description of Services 

i. Determination of rent and utility allocations to various building 
occupants (New Jersey Resources Corporation affiliates and 
other tenants) 

ii. Coordination of internal and external building and grounds 
maintenance and repairs from external service vendors 
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iii. Maintenance by internal repair staff 
iv. Coordination with various utility suppliers for services provided 
v. Coordination with contractors for facilities improvement and 

construction. 
 
                        b.    Direct Charges – All Service expenses are directly charged   

    individual building pools, or directly to the related affiliate whenever   
    possible. 

 
  c.    Allocation of Indirects – Staff labor and other facilities expenses are  
                               transferred to a facilities cost pool where it is allocated to benefiting  
         affiliates on the basis of square footage controlled by the affiliates.  
 

6.       Human Resources (Dept 7210) 
 

a.   Description of Services 
i. Provide centralized administrative duties for all employee hiring, 

staffing and status changes 
ii. Maintain the payroll function 
iii. Provide administration for employee benefits, pension, saving 

plans, labor and employee relations and “NJR University” 
training. 

iv. Research and coordinate all matters relating to employee benefits 
and activities 

v. Serve as administrators for medical, health and retirement 
benefits 

vi. Assist management in formulating staffing and employment 
policies 

vii. Ensure compliance of company employment policies with all 
State and Federal laws and regulations 

viii. Monitor skill set needs of employees through review of 
development plans and surveys 

ix. Work closely with management, human resources, Information 
Technology operations and quality areas to develop ongoing staff 
training curriculum 

x. Research and coordinate the use of inside and outside training 
services 

xi. Monitor and track employee training 
xii. Monitor and implement state and local training opportunities 

when available 
 

b.   Direct Charges – Whenever possible, service expenses are directly  
        charged to other affiliates.  Human Resources staff labor is generally  
        allocated to affiliate accounts based on affiliate headcount.  Two  
        administrators who are dedicated to specific affiliates are charged to  
        those affiliate accounts.  
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c.   Allocation of Indirects – Payroll taxes, fringes, residual labor charges   
        to New Jersey Resources Corporation and NJRS by Human Resources  
        staff are allocated to benefiting affiliate accounts on the basis of labor  
        that is distributed by headcount. 

 
7.       Information Technology (Dept 7520) 

 
a.   Description of Services 

i. Application development/programming 
ii. Computer hardware maintenance and control 
iii. Computer software maintenance and control 
iv. Training of users 
v. Network maintenance 
vi. Research and development of new systems 
vii. Help desk activities 
viii. Centralized and user personal computer support 
ix. Centralized computer operations 
x. Systems security 
xi. Communications hardware and software maintenance and 

control, including computer, radio and telephone operations 
xii. Support business units on:  project management, facilitation and 

analysis via “Excellence in Operations” teaming and business 
transformation activities, business continuity planning, homeland 
security coordination and field emergency support planning 
(FESP).  

 
b.  Direct Charges – Whenever possible, services expenses are directly   
       charged to other affiliates. 

 
        c.    Allocation of Indirects – All labor is initially categorized into two   
               major sub pool categories: Application Development or   
               Hardware/Software Maintenance.  Most employees of the IT 
               department are classed as one or the other category.  One hundred   
               percent of their labor cost is assigned to their respective pool:   
               Application Development or Hardware/Software Maintenance.   
               Management employees split their time between the two groups.   
               Indirect expenses such as payroll taxes, fringes and overheads are  
               allocated to these two pools on the basis of labor assigned and charged  
               to them.   
 
       The Application Development pool expense is allocated to affiliate  
               accounts and department is based as in actual monthly timesheets. 
 
       The Hardware/Software Maintenance pool expense is allocated to  
               affiliate accounts and departments based on the weighted average rate  

Exhibit I 
Attachment D 
Page 11 of 15



                                                                                                                                 

 6   

               of three factors: 
 Centralized computer expenses (IBM AS400) are allocated 

based on recent actual historical usage by benefiting areas. 
 Personal computer expenses are allocated based on the 

numbers of personal computers in the affiliates/department 
control. 

 Field Orders Dispatched System (FODS) computer expenses 
are allocated based on the number of computers in the affiliate 
department control. 

 
  

8.        Legal (Dept 7200) 
 

 a.    Description of Services 
i. Represent New Jersey Resources Corporation and its subsidiaries 

in various state and federal regulatory proceedings 
ii. Prepare, review and submit contracts and departmental 

procedures for various company functions 
iii. Assist in training of employees in areas such as EEO, Affiliate 

Rules and Code of Conduct 
iv. Conduct Code of Conduct investigations 

 
      b.   Direct Charges - Whenever possible, service expenses are directly  
             charged.  Labor is initially charged to specific affiliate object accounts  
             based on the predetermined basis for each individual.  Labor is  
             subsequently trued up quarterly from employee monthly timesheets 
             submitted by all NJRS personnel. 

 
             c.    Allocation of Indirects – Residual department labor, primarily 
                    resulting from sick days, holidays, vacation, training, company   
                    meetings of a general nature, labor accruals, payroll taxes, fringes,   
                    overheads and residual New Jersey Resources Corporation and NJRS 
                    labor is allocated to affiliates on the basis of the department labor  
                    that is directly charged. 
 
9.        Office Services (Dept 7570) 
 

a. Description of Services 
i. Administration of inter-office mail services 
ii. Administration of external mail and messenger services 
iii. Management of print shop activities 
iv. Provide maintenance and supplies for office equipment, printers, 

copiers and fax machines 
v. Maintain stationery inventory 
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b. Direct Charges – Whenever possible, service expenses are directly 
charged.  Labor is initially charged to specific affiliate object accounts 
based on the predetermined basis for each individual.  Labor is 
subsequently trued up quarterly from employee monthly timesheets 
submitted by all NJRS personnel. 

 
            c.     Allocations of Indirects –  Residual department labor, primarily 
                    resulting from sick days, holidays, vacation, training, company   
                    meetings of a general nature, labor accruals, payroll taxes, fringes,   
                    overheads and residual New Jersey Resources Corporation and NJRS 
                    labor is allocated to affiliates on the basis of the department labor  
                    that is directly charged. 
 
10. Purchasing (Dept 7300) 

 
             a.    Description of Services 

i. Formulate, implement and maintain purchasing policies 
ii. Disseminate and coordinate supply policies with vendors 
iii. Perform source evaluation on vendors 
iv. Administer purchasing activities for company supplies, parts, 

inventory and outside services 
v. Control purchase approval system 

 
                        b.    Direct charges - Whenever possible, service expenses are directly   

    charged.  Labor is initially charged to specific affiliate object 
    accounts based on the predetermined basis for each individual.  Labor  
    is subsequently trued up quarterly from employee monthly timesheets  
    submitted by all NJRS personnel. 

 
            c.    Allocations of Indirects - Residual department labor, primarily 
                   resulting from sick days, holidays, vacation, training, company   
                   meetings of a general nature, labor accruals, payroll taxes, fringes,   
                   overheads and residual New Jersey Resources Corporation and NJRS 
                   labor is allocated to affiliates on the basis of the department labor  
                   that is directly charged. 
 

 
11. Treasury (Dept 7530) 
 

a. Description of Services 
i. Cash flow management and reporting 
ii. Investor relations 
iii. Financial services and loans 
iv. Wire transfers 
v. Stock analyst relations and communications 
vi. Monitor and analyze stock price movements and trends 
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vii. Monitor and analyze industry and peer group stock prices and 
trends 

viii. Manage the Dividend Reinvestment Plan for all investors. 
 
b. Direct charges – Whenever possible, service expenses are directly 

charged to affiliate accounts. 
 

c. Allocations of Indirects – All labor, payroll taxes, fringes and 
overheads are allocated to affiliate accounts on the basis of total NJRS 
labor charges from actual employee time sheets. 

 
III. TRANSFER OF SERVICES   
             

To the extent that there is any transfer of services between NJRS and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules.  Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at Fair Market Value, or a shared corporate support service, which would not 
be available for sale on the open market and is accordingly priced at a fully allocated 
cost.  
 
IV. INTERCOMPANY BILLING AND PAYMENT   
             

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
initial accumulation of cost.  Period end balances in the specific affiliate inter-company 
account are communicated to the specific affiliate. The charged affiliate posts the payable 
to a corresponding, specific affiliate inter-company account on their books.  Net funds 
due between affiliates are transferred on a monthly basis.  Where estimates are used for 
initial billing/charging, periodic true-ups adjust all provisional amounts to actual.    
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NEW JERSEY NATURAL GAS COMPANY 
SERVICE AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2008 by and 
between NEW JERSEY NATURAL GAS COMPANY (“NJNG”), a New Jersey 
corporation with principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 
(“NJNG”) and NJR ENERGY SERVICES, a New Jersey corporation with principal 
offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJRES”). 
 

WITNESSETH: 
 
 WHEREAS, NJNG has a staff of employees competent to perform certain 
services (“Services”) for the subsidiaries of New Jersey Resources Corporation, including 
“Shared Services” as that term is defined in section 2(1) of the Affiliate Relations, Fair 
Competition and Accounting Standards and Related Reporting Requirements, N.J.A.C. 
14:4-5.1 seq. (“Affiliate Rules”) and the Shared Services Guidelines of New Jersey 
Natural Gas Company’s Compliance Plan on file with the New Jersey Board of Public 
Utilities and is willing to provide the Services to NJRES in accordance with the Affiliate 
Rules; 
 
 WHEREAS, NJRES is an affiliate of NJNG and NJRES desires to retain NJNG 
to provide the Services; 
 
 WHEREAS¸ NJRES has a staff of employees competent to perform certain 
Services for NJNG and is willing to provide such services to NJNG; and 
 
  WHEREAS, NJNG desires to retain NJRES to provide Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the parties agree as follows: 
 

1. SCOPE 
 
  1.1 NJNG shall provide the Services described in the New Jersey Natural Gas 
Company Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement.  In addition to the services 
described in the Allocation and Billing Procedures, NJNG may also provide NJRES with 
additional services, which NJNG concludes it is able to perform and which are permitted 
under law and regulation to be provided.  In supplying such services, NJNG may arrange, 
where it deems appropriate, for the services of such experts, consultants, advisers and 
other persons with necessary qualifications as are required for or pertinent to the 
performance of such services.   NJNG warrants that all services shall be performed in full 
conformity with the Agreement with the skill and care which would be exercised by those 
who perform similar services at the time the Services are performed, and in accordance 
with accepted industry practice. 
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 1.2 Services Selected.  NJRES shall make its selection of the Services 
described in Section 1.1 above that it agrees to receive from NJNG by providing NJNG 
an executed service request in the form set forth in Exhibit 2-Service Request, which is 
attached to and made a part of this Agreement.  NJNG shall provide the selected Services 
on a fiscal year basis beginning October 1 through September 30. 
  
 1.3 Changes in Scope.  NJRES shall have the right from time to time to 
change or rescind any activity, project, program or work order provided that (a) such 
change, which results in a material change in the scope of the Services, is agreed to by 
NJNG; (b) the cost of the Services covered by any activity, project, program or work 
order shall include any expense incurred by NJNG as a direct result of such change or 
rescission of the activity, project, program or work order; and (c) no change or rescission 
of an activity, project, program or work order shall release NJRES from liability for all 
costs already incurred by or contracted for by NJNG pursuant to the activity, project, 
program or work order, regardless of whether the Services associated with such costs 
have been completed.  Any request made by NJRES pursuant to this Section 1.3 shall be 
in writing to NJNG and shall take effect on the first day of the first calendar month which 
is at least thirty (30) days after the day that NJRES sent the written notice to NJNG. 
  
 1.4 Services provided by NJRES.  NJRES shall provide the Services 
described in the NJR Energy Services Company Affiliate Allocation and Billing 
Procedures (“Allocation and Billing Procedures”) attached to and made a part of this 
Agreement as Exhibit 3.  In addition to the services described in the Allocation and 
Billing Procedures, NJRES may also provide NJNG with additional services, which 
NJRES concludes it is able to perform and which are permitted under law and regulation 
to be provided.  In supplying such services, NJRES may arrange, where it deems 
appropriate, for the services of such experts, consultants, advisers and other persons with 
necessary qualifications as are required for or pertinent to the performance of such 
services.   NJRES warrants that all services shall be performed in full conformity with the 
Agreement with the skill and care which would be exercised by those who perform 
similar services at the time the Services are performed, and in accordance with accepted 
industry practice.  NJRES shall provide such services to NJNG pursuant to the same 
terms and conditions of this Agreement pursuant to which NJNG provides Services, 
except that NJRES shall provide the services described in, and NJRES shall be paid in 
accordance with Article 3 of this Agreement and the NJR Energy Services Company 
Billing and Allocation Procedures attached as Exhibit 3 to, and made a part of, this 
Agreement. 
 

2. TERM AND TERMINATION 
 

This Agreement shall become effective on the date first set forth above and shall 
continue unless and until it is terminated upon thirty (30) days prior written notice by 
either party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
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before or after the date of this Agreement, or if it is not approved by the New Jersey 
Board of Public Utilities subsequent to the effective date. 

 
3. FEES 

 
3.1 NJNG shall be paid in accordance with the New Jersey Natural Gas 

Company Allocation and Billing Procedures attached hereto as Exhibit 1.  NJRES shall 
be paid in accordance with the NJR Energy Services Company Billing and Allocation 
Procedures attached hereto as Exhibit 3 
 

3.2 It is the intent of the parties that the fees for the Services will cover all 
costs of doing business. All of the Services rendered by NJNG or NJRES under this 
Agreement will be charged using a fully allocated cost methodology in compliance with 
the Affiliate Rules.  Direct charges will be made where possible. The cost 
allocation/assignment methodology associated with each of the Services to be provided 
under this Agreement is set forth on Exhibit 1 and Exhibit 3, as applicable.  The cost 
allocation/assignment methodology will be reviewed periodically as deemed appropriate 
by the parties and in compliance with all applicable laws and regulations.  Such cost 
allocations/assignment methodology may be modified by NJNG or NJRES, as applicable, 
provided that, in each instance, all services rendered under this Agreement will be 
charged and allocated in conformance with all applicable laws and regulations. NJNG or 
NJRES, when the billing party for Services, shall advise the other party of any changes to 
such cost allocation/assignment methodology, as applicable. 
   

3.3 Invoices. 
(a) The parties may review fees charged monthly through the designated 

inter-company account in J.D. Edwards Enterprise System during the monthly closing 
process, by no later than the 25th day of each month.  NJNG and NJRES shall issue an 
itemized statement on a quarterly basis by the 25th day of the month following the end of 
the quarter.  Where estimates are used for initial billing, periodic true-ups will adjust all 
provisional amounts to actual.   
 

(b) Payment shall be made to NJNG or NJRES through an inter-company 
transfer of cash to or from the NJNG designated account by the 25th day of the month 
following the date of the monthly invoice.   
 

3.4 Audit.  NJNG and NJRES shall keep complete and accurate accounting 
records, in accordance with generally accepted accounting principles, to substantiate 
NJNG’s charges and expenses under this Agreement.  NJNG’s records shall be open to 
examination during regular business hours by NJRES and NJRES’ records shall be open 
to examination during regular business hours by NJNG. 
 

4. FORCE MAJEURE 
 

Neither party shall be liable to the other party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
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reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the parties shall 
engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
 

5. DISPUTE RESOLUTION 
 

NJNG and NJRES commit to take specific steps to prevent and settle all disputes 
that may arise in relation to this Agreement as follows:  
 

5.1 Prevention of Claims.  It is in the best interest of both Parties to this 
Agreement to prevent any misunderstandings or differences.  Both Parties shall make a 
good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review  
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as follows.  
 

5.2 Voluntary Settlement - Direct and Mediated Negotiations.  The Parties  
agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
 
 5.3 Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of senior management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 

6. MISCELLANEOUS 
 

6.1 Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both parties.  In addition, no course of dealing or failure of a party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2 No Assignment.  Neither party may assign this Agreement without the  
other party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJNG and NJRES acknowledges that 
each is an independent contractor and nothing herein constitutes a joint venture or 
partnership.  Neither party has the right to bind or act for the other as agent or in any 
other capacity. 
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6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
 

6.5 Severability.  Should any provision of this Agreement be held to be void 
or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   
 

6.6 Waiver.  The waiver or failure of either party to exercise any right in any 
 respect provided for herein shall not be deemed a waiver of any further right hereunder. 

 
6.7 Headings.  The headings used in this Agreement are for convenience of  

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 
 

6.8 Applicable Law.  This Agreement and performance under this Agreement  
shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 
 

6.9 Survival.  Termination of this Agreement shall be without prejudice to the  
rights and obligations of the parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJNG currently provides  
services to NJRES and NJRES currently provides services to NJNG pursuant to the terms 
and conditions of the Service Agreement dated October 20, 2006 on file with the New 
Jersey Board of Public Utilities.  That agreement shall automatically terminate upon 
receipt of any required regulatory approvals of this Agreement and upon the subsequent 
execution of this Agreement. 
 

7. ENTIRE AGREEMENT   
 

This Agreement (including Exhibit 1-Affiliate Allocation and Billing Procedures; 
Exhibit 2-Service Request; and Exhibit 3- NJR Energy Service Company Affiliate 
Allocation and Billing Procedures) embodies the entire understanding between NJNG 
and NJRES for the subject matter of this Agreement and any prior or contemporaneous 
representations, either oral or written, are hereby superseded and canceled. 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NEW JERSEY  

NATURAL GAS COMPANY   
 NJR ENERGY SERVICES 

COMPANY 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NEW JERSEY NATURAL GAS COMPANY 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 1 
 
 
I.          INTRODUCTION 
 

New Jersey Natural Gas Company (“NJNG”), as of January 1982, is a subsidiary 
of New Jersey Resources Corporation (“NJR”).  The purpose of this document is to 
describe the services provided by NJNG to NJR and other affiliates and the cost 
assignment/allocation methodologies utilized by NJNG to allocate and bill the costs of 
such services. 

 
 

II. DESCRIPTION OF SERVICES AND  
            COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 

Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below.   
 

1.  Building Expense Pool 
 

a.     Description of Services 
i.  Provide internal maintenance services 
ii. Provide external maintenance services 
iii. Arrange and monitor improvements and replacement of facilities 

and systems. 
iv. Coordinate services such as: janitorial, landscaping, snow removal, 

security, utilities and refuse 
v. Administration of facility rental and leasing agreements 

        b.   Direct Charges – Whenever possible, services expenses are directly   
              charged to affiliate accounts. 

                    c.   Allocation of Expenses – All labor, payroll taxes, fringes and overheads 
                          are allocated to affiliates and departments on the basis of square footage 
                          utilized by the affiliate or business unit. 

 
2.  Vehicles and Transportation 

 
a.   Description of Services 

i. Mechanic repair services for cars, light trucks, medium trucks and 
  other motor, trailer and related equipment 

ii. Coordination of outside service repairs on all vehicles for services 
not handled by the internal repair facilities.  These may include:  

  transmission, painting, collision and major engine repair.  
iii. Coordination of vehicle fueling for gasoline, diesel and natural gas  

  powered vehicles 
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iv. Installation of natural gas powered capabilities into gasoline   
  powered vehicles 

v. On the road pickup and repair services for fleet vehicles 
vi. Coordination of the purchase or leasing replacement and salvage of  

  fleet vehicles and equipment 
b. Direct Charges – Whenever possible, service expenses are charged 

directly to affiliate accounts.  
c. Allocation of Expenses – All vehicle expenses, except those allocated to  

the NJR Home Services affiliate, are allocated to other affiliates and 
business units based on the proportion of vehicles and related services 
utilized by the affiliate or business unit.  The sub pools used for vehicles 
are:  cars, light trucks and medium trucks. 

 
3.  Radio Tie-line Expense Pool 

 
        a.   Description of Services 

i. Radio tower rental fees 
ii. Radio tie line communication charges  

iii. Radio maintenance – time and materials 
iv. Radio equipment communication charges  

                    b.    Direct Charges – Whenever possible, services parts and repairs are    
    charged directly to affiliate accounts.  
c.    Allocation of Expenses – Expenses consist of outside, vouchers, 
       communications, installations, and repair charges.  Expenses are  
       allocated to affiliates and business units based on the number of radios  
       in the control of the affiliate or business unit. 

 
4. Inserter Room Expense Pool 

 
        a.   Description of Services 

      i.  Labor and expenses for operation of the inserter room   
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate or business unit accounts.  

c.    Allocation of Expenses – Allocations of all expenses are based on prior  
         year actual operation usage, modified for known significant future 
        differences in levels of support. 
 

5.   Hardware/Software Maintenance Expense Pool 
 

        a.  Description of Services 
i. Maintain operation and control of centralized main network 

computer hardware & software 
ii. Maintain security and licensing for users  

iii. Arrange and maintain periodic leasing controls for hardware and 
software 
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iv. Maintain hardware & software, licensing, leasing for all PC users 
and commercial equipment 

v. Maintain hardware & software, licensing, and maintenance for 
field order dispatch system (FODS) computes in field vehicles  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
     charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses include labor, fringes, and  
       overheads allocated from the NJR Service Company into the NJNG   
       Hardware/Software maintenance cost pool.  The pool also includes 
       outside purchases for various vouchered expenses for leasing, 
       maintenance contracts, and other overhead expenses, that are initially    
       booked in NJNG.  The allocation process uses a three factor weighted  
       calculation to arrive at the allocation to affiliates and business units.  The  
       three factors and their specific bases are: 

• Central Processing Unit (AS400 – CPU) costs are allocated  based 
on prior year CPU usage statistics 

• Personal Computer (PV) costs are allocated based on the 
proportion of PC computers in the control of the affiliate or 
business unit 

• Field Order Dispatch System (FODS) computer costs are based on 
the proportion of FODS computers in the control of the affiliate or 
business unit 

  The three allocations above are blended into a weighted average rate for  
  allocation to each affiliate or business unit. 
 

6.   Application Development 
 

a.   Description of Services 
i.  Analysis of computer system needs 
ii.  Coordination with affiliate or business unit management in 
      developing best approach 
iii.  System prototype, development, testing and training of users and  
      implementation of new and modified computer systems 
iv.  Troubleshooting and correction of software problems 
v.   Maintenance of a help desk for user support 
vi.   Periodic training of users for all systems 
vii.  Research and development of new systems 

        b.   Direct Charges – Whenever possible, service expenses are directly   
              charged to other affiliates 

  c.   Allocation of Expenses – All expenses of the Application Development   
        pool including labor, fringes, payroll taxes and overheads are allocated to   
        affiliates and business units based on current month actual timesheets. 

 
 
7. Communications Equipment Cost Pool 
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        a.   Description of Services 
i. Date communications line fees – local and long distance  
ii. Maintenance and support for PC & network, related 

communications equipment  
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses are made up of outside service fees  
       for PC and network computers.  Costs are allocated based on the 
       proportion of PCs in the control of the affiliate or business unit. 

 
8.   Energy Services (Department 410) 

 
        a.   Description of Services 

i. Senior Vice President executive leadership, control, tactical and  
         strategic planning.  
ii. Nomination and scheduling 
iii. Volumetric accounting 
iv. Invoice preparation and customer payment processing 
v. Review of interstate pipeline tariffs and associated filings 
vi. Track deal confirmations and provide administrative support  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged.  Labor is initially charged to specific affiliate object accounts   
                           based on a predetermined allocation for each individual.  Labor is  
                           subsequently trued up quarterly from employee monthly timesheets 
                           submitted by department personnel.  

  c.    Allocation of Expenses – A predetermined overhead and fringe rate 
         applies these costs on the basis of labor dollar transfers.  The  
         predetermined overhead rate is calculated by dividing the department 
         overhead cost by the base direct labor dollars.  This predetermined rate 
         and the resulting allocation is trued up on an annual basis. 

 
III. TRANSFER OF SERVICES   
             

To the extent that there is any transfer of services between NJNG and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules.  Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at Fair Market Value, or a shared corporate support service, which would not 
be available for sale on the open market and is accordingly priced at a fully allocated 
cost.  
 
IV. INTERCOMPANY BILLING AND PAYMENT   
             

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
initial accumulation of cost.  Period end balances in the specific affiliate inter-company 
account are communicated to the specific affiliate. The charged affiliate posts the payable 
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to a corresponding, specific affiliate inter-company account on their books.  Net funds 
due between affiliates are transferred on a monthly basis.  Where estimates are used for 
initial billing/charging, periodic true-ups adjust all provisional amounts to actual.    
 
V. FEDERAL INCOME TAX ALLOCATION 
             

The following tax allocation procedures outline the inter-company Federal 
Income Tax Calculation of NJNG with NJR as the parent holding company. 
 
 As in prior years, NJR intends to file a consolidated Federal income tax return for 
itself and its subsidiaries.  NJNG consents to be included in the consolidated return.  NJR 
and NJNG therefore agree to the following method of allocating the consolidated Federal 
tax liability and for compensating NJNG for the use of its net operating losses and/or tax 
credits, if any, in arriving at such tax liability.  The agreement also applies to claims, 
alternate minimum tax prepayments, and the carryback of net operating and/or tax 
credits. 
 
 The primary goal of this method is, to the maximum extent possible, to allocate to 
NJNG the tax liability or savings for the consolidate group which are generated by 
NJNG.  Therefore, the parties hereto agree as follows: 

 
1. NJNG shall compute its liability on a stand alone basis solely by reference to         

its respective items of income, gain, loss, deduction and credit. 
 
2.  If NJNG generates a net tax liability on a stand alone basis, it shall pay the  
     amount of such separate return liability to NJR.   
 
3.  If NJNG incurs a net operating loss, alternative minimum tax prepayments,  
     and/or tax credits, on a stand along basis, NJNG shall receive the tax savings 
     to the extent such savings can be utilized by NJR. 
 
4.  The tax allocation procedures shall be administered by the Tax Department of 
     NJR Service Corporation.   
 
5. All Federal tax payments or refunds, including estimated tax payments, as 

calculated by the Tax Department, shall be paid by NJR to NJNG or by NJNG 
to NJR no later than the day payments are made or received by a taxing 
authority.  The amounts due each company may be paid either by the actual 
remittance of cash or via inter-company accounts, as determined from time to 
time the NJR. 

 
6. Adjustments to consolidated Federal income tax liability or refunds made by     

the Internal Revenue Service on audit of the consolidated return shall be 
     determined in accordance with paragraphs 1 through 3.   
 
7.  This agreement shall apply to all tax years beginning with the year 1999 unless  
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     NJR and NJNG agree in writing to terminate this agreement. 
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NJR ENERGY SERVICES COMPANY 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 3 
 
 NJR Energy Services Company (NJRES) will periodically charge New Jersey 
Natural Gas Company (NJNG) for expenses incurred by NJRES, which were incurred on 
behalf of NJNG.  These expenses usually consist of labor related to NJRES employees 
that perform work for NJNG.  These functions include credit, market intelligence, 
contracts, administrative support and occasional coverage for absences. 
 
 Labor charges are billed to NJNG for actual time spent, via timesheets.  A factor 
is added to labor charges to reflect fringe benefit costs. 
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NEW JERSEY NATURAL GAS COMPANY 
SERVICE AGREEMENT 

 
 

 THIS AGREEMENT is made effective this ____ day of _____ 2009 by and 
between NEW JERSEY NATURAL GAS COMPANY, a New Jersey corporation with 
principal offices at 1415 Wyckoff Road, Wall, New Jersey 07719 (“NJNG”) and NEW 
JERSEY RESOURCES CORPORATION, a New Jersey corporation with principal 
offices at 1415 Wyckoff Road, Wall, New Jersey  07719 (“NJR”).  NJNG and NJR are 
referred to herein collectively as the “Parties.” 
 

WITNESSETH: 
 
 WHEREAS, NJNG and NJR each has a staff of employees competent to perform 
certain services (“Services”) for the subsidiaries of NJR, including “Shared Services” as 
that term is defined in section 2(1) of the Affiliate Relations, Fair Competition and 
Accounting Standards and Related Reporting Requirements, N.J.A.C. 14:4-5.1 seq. 
(“Affiliate Rules”) and the Shared Services Guidelines of New Jersey Natural Gas 
Company’s Compliance Plan on file with the New Jersey Board of Public Utilities and is 
willing to provide the Services to the other Party to this Agreement in accordance with 
the Affiliate Rules; and further 
 
 WHEREAS, NJR is the parent company of NJNG and NJR desires to retain 
NJNG to provide certain Services and NJNG desires to retain NJR to provide certain 
Services; 
 
 NOW THEREFORE, in consideration of the mutual covenants and agreements 
contained in this Agreement, the Parties agree as follows: 
 

1. SCOPE 
 
  1.1 NJNG shall provide the Services described in the New Jersey Natural Gas 
Company Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement as Exhibit 1.  In addition to 
the services described in the Allocation and Billing Procedures, NJNG may also provide 
NJR with additional services, which NJNG concludes it is able to perform and which are 
permitted under law and regulation to be provided.  In supplying such services, NJNG 
may arrange, where it deems appropriate, for the services of such experts, consultants, 
advisers and other persons with necessary qualifications as are required for or pertinent to 
the performance of such services.   NJNG warrants that all services shall be performed in 
full conformity with the Agreement with the skill and care which would be exercised by 
those who perform similar services at the time the Services are performed, and in 
accordance with accepted industry practice. 
 

1.2      Services Selected.  NJR shall make its selection of the Services described 
in Section 1.1 above that it agrees to receive from NJNG by providing NJNG an executed 
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service request in the form set forth in Exhibit 2-Service Request, which is attached to 
and made a part of this Agreement.  NJNG shall provide the selected Services on a fiscal 
year basis beginning October 1 through September 30. 
 

1.3      Changes in Scope.  NJR shall have the right from time to time to change 
or rescind any activity, project, program or work order provided that (a) such change, 
which results in a material change in the scope of the Services, is agreed to by NJNG; (b) 
the cost of the Services covered by any activity, project, program or work order shall 
include any expense incurred by NJNG as a direct result of such change or rescission of 
the activity, project, program or work order; and (c) no change or rescission of an 
activity, project, program or work order shall release NJR from liability for all costs 
already incurred by or contracted for by NJNG pursuant to the activity, project, program 
or work order, regardless of whether the Services associated with such costs have been 
completed.  Any request made by NJR pursuant to this Section 1.3 shall be in writing to 
NJNG and shall take effect on the first day of the first calendar month which is at least 
thirty (30) days after the day that NJR sent the written notice to NJNG. 
 
 1.4 NJR shall provide the Services described in the New Jersey Resources 
Corporation Affiliate Allocation and Billing Procedures (“Allocation and Billing 
Procedures”) attached to and made a part of this Agreement as Exhibit 3.  In addition to 
the services described in the Allocation and Billing Procedures, NJR may also provide 
NJNG with additional services, which NJR concludes it is able to perform and which are 
permitted under law and regulation to be provided.  In supplying such services, NJR may 
arrange, where it deems appropriate, for the services of such experts, consultants, 
advisers and other persons with necessary qualifications as are required for or pertinent to 
the performance of such services.   NJR warrants that all services shall be performed in 
full conformity with the Agreement with the skill and care which would be exercised by 
those who perform similar services at the time the Services are performed, and in 
accordance with accepted industry practice.  NJR shall provide such services to NJNG 
pursuant to the same terms and conditions of this Agreement that apply to NJNG’s 
provision of services to NJR, including those outlined in this Article 1.  
 
  

2. TERM AND TERMINATION 
 

This Agreement shall become effective on the date first set forth above and shall 
continue unless and until it is terminated upon thirty (30) days prior written notice by 
either Party.  This Agreement shall also be subject to termination or modification at any 
time, without notice, if and to the extent performance under this Agreement may conflict 
with any rule, regulation or order of the New Jersey Board of Public Utilities adopted 
before or after the date of this Agreement, or if it is disapproved by the New Jersey Board 
of Public Utilities subsequent to the effective date.  
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3. FEES 
 

3.1 NJNG shall be paid in accordance with Exhibit 1 — New Jersey Natural 
Gas Company Affiliate Allocation and Billing Procedures and NJR shall be paid in 
accordance with Exhibit 3 — New Jersey Resources Corporation Affiliate Allocation and 
Billing Procedures. 
 

3.2 It is the intent of the Parties that the fees for the Services rendered by 
NJNG and NJR will cover all costs of doing business. All of the Services rendered under 
this Agreement will be charged using a fully allocated cost methodology in compliance 
with the Affiliate Rules.  Direct charges will be made where possible. The cost 
allocation/assignment methodology associated with each of the Services to be provided 
under this Agreement is set forth on the Allocation and Billing Procedures.  The cost 
allocation/assignment methodology will be reviewed periodically as deemed appropriate 
by the Parties and in compliance with all applicable laws and regulations.  Such cost 
allocations/assignment methodology may be modified by NJNG or NJR, as applicable, 
provided that, in each instance, all services rendered under this Agreement will be 
charged and allocated in conformance with all applicable laws and regulations.  NJNG or 
NJR, when the billing party for Services, shall advise the other party of any changes to 
such cost allocation/assignment methodology, as applicable. 
 

3.3 Invoices. 
(a) NJR or NJNG may review fees charged by the billing Party monthly 

through the designated NJNG inter-company account in the J.D. Edwards Enterprise 
System during the monthly closing process, by no later than the 25th day of each month. 
NJNG shall issue an itemized statement on a quarterly basis by the 25th day of the month 
following the end of the quarter.  Where estimates are used for initial billing, periodic 
true-ups will adjust all provisional amounts to actual.   

 
(b) Payment shall be made through an inter-company transfer of cash to or 

from the NJNG designated account by the 25th day of the month following the date of the 
monthly invoice.   
 

3.4 Audit.  NJNG and NJR shall keep complete and accurate accounting 
records, in accordance with generally accepted accounting principles, to substantiate their 
charges and expenses under this Agreement.  NJNG and NJR shall open their respective 
records to examination during regular business hours by the other Party. 
 

4. FORCE MAJEURE 
 

Neither Party shall be liable to the other Party for any loss, damage, delay or 
failure of performance resulting directly or indirectly from any cause which is beyond its 
reasonable control, including, but not limited to acts of God, riots, civil disturbances, 
wars, acts of public enemy, strikes, work stoppages, or the laws, regulations, acts or 
failures to act of any governmental authority.  Under such circumstances, the Parties shall 
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engage in good faith negotiations to arrange achievement of this Agreement’s purposes 
through alternative methods.   
 

5. DISPUTE RESOLUTION  
 
NJNG and NJR commit to take specific steps to prevent and settle all disputes 

that may arise in relation to this Agreement as follows:  
 

5.1  Prevention of Claims.  It is in the best interest of both Parties to 
this Agreement to prevent any misunderstandings or differences.  Both Parties shall make 
a good faith effort to identify in advance and discuss potential causes of disputes. The 
Parties agree that each shall make a good faith effort to jointly and regularly review 
compliance with this Agreement.  The Parties further agree to promptly resolve any 
issues as provided in Section 5.2 and Section 5.3 below.  
 

5.2 Voluntary Settlement - Direct and Mediated Negotiations.  The Parties  
agree that, should differences of interpretation or any other disagreement or claim arise 
out of this Agreement, they shall immediately make a good faith effort to negotiate and 
document a voluntary resolution of the matter.  If the matter remains unsettled for thirty 
days after formal notification that a dispute exists, the Parties shall immediately enlist the 
aid of a mutually-agreed upon neutral mediator who is a member of senior management. 
 
 5.3 Arbitration of Disputes.  The Parties agree that if the dispute remains 
unsettled for an additional thirty days, then they shall submit the dispute to three neutral 
members of senior management for discussion and resolution.  Such resolution shall be 
documented and the necessary changes, if any, made to this Agreement. 
 
 

6. MISCELLANEOUS 
 

6.1  Amendments.  No amendment or waiver of any provision of this 
Agreement shall be effective unless the same shall be in writing and signed by authorized 
representatives of both Parties.  In addition, no course of dealing or failure of a Party to 
strictly enforce any term, right or condition of this Agreement shall be construed as a 
waiver of such term, right or condition. 
 

6.2  No Assignment.  Neither Party may assign this Agreement without the  
other Party’s prior written consent. 
 

6.3 Independent Contractor Status.  NJNG acknowledges that it is an 
independent contractor and nothing herein constitutes a joint venture or partnership.  
Neither Party has the right to bind or act for the other as agent or in any other capacity. 
 

6.4 Third Party Beneficiaries.  Nothing in this Agreement is intended to  
confer upon any other person except the Parties any rights or remedies hereunder or shall 
create any third party beneficiary rights in any person. 
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6.5 Severability.  Should any provision of this Agreement be held to be void 

or unenforceable, the remaining provisions shall remain in full force and effect, to be read 
and construed as if the void or unenforceable provisions were originally deleted.   
 

6.6 Waiver.  The waiver or failure of either Party to exercise any right in any 
 respect provided for herein shall not be deemed a waiver of any further right hereunder. 

 
6.7 Headings.  The headings used in this Agreement are for convenience of  

reference only and are not intended to affect the meaning or interpretation of this 
Agreement. 
 

6.8 Applicable Law.  This Agreement and performance under this Agreement  
shall be governed by the laws of the State of New Jersey, excluding any conflicts of law 
principles that would make applicable the laws of another state. 
 

6.9 Survival.  Termination of this Agreement shall be without prejudice to the  
rights and obligations of the Parties accrued prior to the date of termination.  All 
provisions, which by their terms should survive termination of this Agreement, shall 
survive termination.   
 

6.10 Termination of Existing Service Agreement.  NJNG currently provides  
services to NJR pursuant to the terms and conditions of the Service Agreement dated 
September 15, 2006, on file with the New Jersey Board of Public Utilities.  That 
agreement shall automatically terminate upon the receipt of any required regulatory 
approvals of this Agreement and the subsequent execution of this Agreement. 
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7. ENTIRE AGREEMENT   
 

This Agreement (including Exhibit 1-Affiliate Allocation and Billing Procedures; 
and Exhibit 2-Service Request; and Exhibit 3-New Jersey Resources Corporation 
Affiliate Allocation and Billing Procedures) embodies the entire understanding between 
NJNG and NJR for the subject matter of this Agreement and any prior or 
contemporaneous representations, either oral or written, are hereby superseded and 
canceled. 

 
IN WITNESS WHEREOF, the Parties hereto have executed this Agreement by 

their duly authorized officers, whose signatures are conclusive evidence of such 
authority. 

 
NEW JERSEY 

NATURAL GAS COMPANY 
 NEW JERSEY RESOURCES 

CORPORATION 
   

(Signature)  (Signature) 
   

(Print Name)  (Print Name) 
   

(Print Title)  (Print Title) 
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NEW JERSEY NATURAL GAS COMPANY 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 1 
 
 
I.          INTRODUCTION 
 

New Jersey Natural Gas Company (“NJNG”), as of January 1982, is a subsidiary 
of New Jersey Resources Corporation (“NJR”).  The purpose of this document is to 
describe the services provided by NJNG to NJR and other affiliates and the cost 
assignment/allocation methodologies utilized by NJNG to allocate and bill the costs of 
such services. 

 
 

II. DESCRIPTION OF SERVICES AND  
            COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 

Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below.   
 

1.  Building Expense Pool 
 

a.     Description of Services 
i.  Provide internal maintenance services 
ii.  Provide external maintenance services 
iii.  Arrange and monitor improvements and replacement of facilities  
      and systems. 
iv.  Coordinate services such as: janitorial, landscaping, snow removal,  

                                    security, utilities and refuse 
v.  Administration of facility rental and leasing agreements 

        b.   Direct Charges – Whenever possible, services expenses are directly   
              charged to affiliate accounts. 

                    c.   Allocation of Expenses – All labor, payroll taxes, fringes and overheads 
                          are allocated to affiliates and departments on the basis of square footage 
                          utilized by the affiliate or business unit. 

 
2.  Vehicles and Transportation 

 
a.   Description of Services 

i.  Mechanic repair services for cars, light trucks, medium trucks and 
   other motor, trailer and related equipment 

ii.  Coordination of outside service repairs on all vehicles for services   
      not handled by the internal repair facilities.  These may include:  

   transmission, painting, collision and major engine repair.  
iii.  Coordination of vehicle fueling for gasoline, diesel and natural gas  

   powered vehicles 
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iv.  Installation of natural gas powered capabilities into gasoline  
   powered vehicles 

v.  On the road pickup and repair services for fleet vehicles 
vi.  Coordination of the purchase or leasing replacement and salvage of 

   fleet vehicles and equipment 
b. Direct Charges – Whenever possible, service expenses are charged 

directly to affiliate accounts.  
c. Allocation of Expenses – All vehicle expenses, except those allocated to  

the NJR Home Services affiliate, are allocated to other affiliates and 
business units based on the proportion of vehicles and related services 
utilized by the affiliate or business unit.  The sub pools used for vehicles 
are:  cars, light trucks and medium trucks. 

 
3.  Radio Tie-line Expense Pool 

 
        a.   Description of Services 

i. Radio tower rental fees 
ii. Radio tie line communication charges  

iii. Radio maintenance – time and materials 
iv. Radio equipment communication charges  

                    b.    Direct Charges – Whenever possible, services parts and repairs are    
    charged directly to affiliate accounts.  
c.    Allocation of Expenses – Expenses consist of outside, vouchers, 
       communications, installations, and repair charges.  Expenses are  
       allocated to affiliates and business units based on the number of radios  
       in the control of the affiliate or business unit. 

 
 

4. Inserter Room Expense Pool 
 

        a.   Description of Services 
      i.  Labor and expenses for operation of the inserter room   

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate or business unit accounts.  

c.    Allocation of Expenses – Allocations of all expenses are based on prior  
         year actual operation usage, modified for known significant future 
        differences in levels of support. 
 

5.   Hardware/Software Maintenance Expense Pool 
 

        a.  Description of Services 
i. Maintain operation and control of centralized main network 

computer hardware & software 
ii. Maintain security and licensing for users  

iii. Arrange and maintain periodic leasing controls for hardware and 
software 
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iv. Maintain hardware & software, licensing, leasing for all PC users 
and commercial equipment 

v. Maintain hardware & software, licensing, and maintenance for 
field order dispatch system (FODS) computes in field vehicles  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
     charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses include labor, fringes, and  
       overheads allocated from the NJR Service Company into the NJNG   
       Hardware/Software maintenance cost pool.  The pool also includes 
       outside purchases for various vouchered expenses for leasing, 
       maintenance contracts, and other overhead expenses, that are initially    
       booked in NJNG.  The allocation process uses a three factor weighted  
       calculation to arrive at the allocation to affiliates and business units.  The  
       three factors and their specific bases are: 

• Central Processing Unit (AS400 – CPU) costs are allocated  based 
on prior year CPU usage statistics 

• Personal Computer (PV) costs are allocated based on the 
proportion of PC computers in the control of the affiliate or 
business unit 

• Field Order Dispatch System (FODS) computer costs are based on 
the proportion of FODS computers in the control of the affiliate or 
business unit 

  The three allocations above are blended into a weighted average rate for  
  allocation to each affiliate or business unit. 
 

6.   Application Development 
 

a.   Description of Services 
i.  Analysis of computer system needs 
ii.  Coordination with affiliate or business unit management in 
      developing best approach 
iii.  System prototype, development, testing and training of users and  
      implementation of new and modified computer systems 
iv.  Troubleshooting and correction of software problems 
v.   Maintenance of a help desk for user support 
vi.   Periodic training of users for all systems 
vii.  Research and development of new systems 

        b.   Direct Charges – Whenever possible, service expenses are directly   
              charged to other affiliates 

  c.   Allocation of Expenses – All expenses of the Application Development   
        pool including labor, fringes, payroll taxes and overheads are allocated to   
        affiliates and business units based on current month actual timesheets. 

 
7.   Communications Equipment Cost Pool 

 
        a.   Description of Services 
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i. Date communications line fees – local and long distance  
ii. Maintenance and support for PC & network, related 

communications equipment  
                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged to affiliate accounts.  

c.    Allocation of Expenses – Expenses are made up of outside service fees  
       for PC and network computers.  Costs are allocated based on the 
       proportion of PCs in the control of the affiliate or business unit. 

 
8.   Energy Services (Department 410) 

 
        a.   Description of Services 

i. Senior Vice President executive leadership, control, tactical and  
         strategic planning.  
ii. Nomination and scheduling 
iii. Volumetric accounting 
iv. Invoice preparation and customer payment processing 
v. Review of interstate pipeline tariffs and associated filings 
vi. Track deal confirmations and provide administrative support  

                    b.    Direct Charges – Whenever possible, service expenses are directly  
                           charged.  Labor is initially charged to specific affiliate object accounts   
                           based on a predetermined allocation for each individual.  Labor is  
                           subsequently trued up quarterly from employee monthly timesheets 
                           submitted by department personnel.  

  c.    Allocation of Expenses – A predetermined overhead and fringe rate 
         applies these costs on the basis of labor dollar transfers.  The  
         predetermined overhead rate is calculated by dividing the department 
         overhead cost by the base direct labor dollars.  This predetermined rate 
         and the resulting allocation is trued up on an annual basis. 
   

III. TRANSFER OF SERVICES   
             

To the extent that there is any transfer of services between NJNG and a retail 
affiliate, the transfer will be priced in accordance with the Affiliate Rules. Current 
transactions primarily fall under either a tariffed service, which is automatically deemed 
to be priced at Fair Market Value, or a shared corporate support service, which would not 
be available for sale on the open market and is accordingly priced at a fully allocated 
cost.  
 
IV. INTERCOMPANY BILLING AND PAYMENT   
             

Direct charges to other affiliates and allocations to other affiliates are charged to 
specific affiliate inter-company accounts on the books of the affiliate experiencing the 
initial accumulation of cost.  Period end balances in the specific affiliate inter-company 
account are communicated to the specific affiliate. The charged affiliate posts the payable 
to a corresponding, specific affiliate inter-company account on their books.  Net funds 
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due between affiliates are transferred on a monthly basis.  Where estimates are used for 
initial billing/charging, periodic true-ups adjust all provisional amounts to actual.    
 
V. FEDERAL INCOME TAX ALLOCATION 
             

The following tax allocation procedures outline the inter-company Federal 
Income Tax Calculation of NJNG with NJR as the parent holding company. 
 
 As in prior years, NJR intends to file a consolidated Federal income tax return for 
itself and its subsidiaries.  NJNG consents to be included in the consolidated return.  NJR 
and NJNG therefore agree to the following method of allocating the consolidated Federal 
tax liability and for compensating NJNG for the use of its net operating losses and/or tax 
credits, if any, in arriving at such tax liability.  The agreement also applies to claims, 
alternate minimum tax prepayments, and the carryback of net operating and/or tax 
credits. 
 
 The primary goal of this method is, to the maximum extent possible, to allocate to 
NJNG the tax liability or savings for the consolidate group which are generated by 
NJNG.  Therefore, the Parties hereto agree as follows: 
 

1.  NJNG shall compute its liability on a stand alone basis solely by reference to   
     its respective items of income, gain, loss, deduction and credit. 

 
2.  If NJNG generates a net tax liability on a stand alone basis, it shall pay the  
     amount of such separate return liability to NJR.   

 
3.  If NJNG incurs a net operating loss, alternative minimum tax prepayments,  
     and/or tax credits, on a stand along basis, NJNG shall receive the tax savings 
     to the extent such savings can be utilized by NJR. 

 
4.  The tax allocation procedures shall be administered by the Tax Department of 
     NJR Service Corporation.   

 
5.  All tax payments or refunds, including estimated tax payments, as calculated 
     by the Tax Department, shall be paid by NJR to NJNG or by NJNG to NJR no 
     later than the day payments are made or received by a taxing authority.  The  
     amounts due each company may be paid either by the actual remittance of cash  
     or via inter-company accounts, as determined from time to time the NJR. 

 
6.  Adjustments to consolidated Federal income tax liability or refunds made by  
     the Internal Revenue Service on audit of the consolidated return shall be 
     determined in accordance with paragraphs 1 through 3.   

 
7.  This agreement shall apply to all tax years beginning with the year 1999 unless  
     NJR and NJNG agree in writing to terminate this agreement. 
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NEW JERSEY RESOURCES CORPORATION 
AFFILIATE ALLOCATION AND BILLING PROCEDURES 

EXHIBIT 3 
 
I. INTRODUCTION 
 

New Jersey Resources Corporation (“NJR”) provides corporate support services 
to its subsidiaries as listed in Exhibit A of New Jersey Natural Gas Company’s Affiliate 
Rules Compliance Plan.  Services performed on behalf of any Retail Affiliates of New 
Jersey Natural Gas Company (“NJNG”) will be limited to services that are permissible 
under the Affiliate Relations, Fair Competition and Accounting Standards and Related 
Reporting Requirements (“Affiliate Rules”).  The purpose of this document is to describe 
the services provided by NJR and the cost assignment/allocation methodologies utilized 
by NJR to allocate and bill the costs of such services provided.  

 
II. DESCRIPTION OF SERVICES AND 
           COST ASSIGNMENT/ALLOCATION METHODOLOGIES 
 
 Whenever possible, services are directly charged.  Where direct charging is not 
possible, allocation methods are used as described below. 
 

1.  General and Administrative Expenses Pool 
 

a.     Description of Services 
   i.   Provide overall corporate executive leadership, control, tactical 
    and strategic planning 

 ii.   Provide corporate financial executive leadership, control, tactical  
       and strategic planning 
iii. Provide general and administrative corporate executive support 
       service leadership, control, tactical and strategic planning 
iv.   Provide corporate legal executive leadership, control, tactical and 
       strategic planning 
 v.   Provide Corporate Governance via Board of Director leadership,  
       control, tactical and strategic planning 

         b.   Direct Charges – Whenever possible, services expenses are directly   
               charged to affiliate accounts. 

   c.   Allocation of Indirects – Allocation of all indirect expenses 
         are based on actual employee timesheets and calendars. 

d.   Cost Retained at the Corporate Level -When applicable, new business   
development costs that are not specifically identified for a particular 
subsidiary company will be retained by NJR at the corporate level or 
charged to a non-utility affiliate. If such costs are specifically 
identifiable to a subsidiary, those costs will be directly charged to the 
benefiting affiliate. 
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III. FEDERAL INCOME TAX ALLOCATION 
 

The following tax allocation procedures outline the inter-company Federal 
Income tax Calculation of NJNG with NJR as the parent holding company.   

 
As in prior years, NJR intends to file a consolidated Federal income tax return for 

itself and its subsidiaries.  NJNG consents to be included in the consolidated return.  NJR 
and NJNG therefore agree to the following method of allocating the consolidated Federal 
tax liability and for compensating NJNG for the use of its net operating losses and/or tax 
credits, if any, in arriving at such tax liability.  The agreement also applies to claims, 
alternate minimum tax prepayments, and the carryback of net operating and/or tax 
credits. 

 
The primary goal of this method is, to the maximum extent possible, to allocate to 

NNG the tax liability or savings for the consolidated group which are generated by 
NJNG.  There, the Parties hereto agree as follows: 

 
1. NJNG shall compute its liability on a stand alone basis solely by reference to it 

respective items of income, gain, loss, deduction and credit. 
 

2. If NJNG generates a net tax liability on a stand alone basis, it shall pay the 
amount of such separate return liability to NJR. 

 
3. If NJNG incurs a net operating loss, alternative minimum tax prepayments, 

and/or tax credits, on a stand along basis, NJNG shall receive the tax savings to 
the extent such savings can be utilized by NJR. 

 
4. The tax allocation procedures shall be administered by the Tax Department of 

NJR Service Corporation. 
 

5. All Federal tax payments or refunds, including estimated tax payments, as 
calculated by the Tax Department, shall be paid by NJR to NJNG or by NJNG 
to NJR no later than the day payments are made or received by a taxing 
authority.  The amounts due each company may be paid either by the actual 
remittance of cash or via inter-company accounts, as determined from time to 
time by NJR. 

 
6. Adjustments to consolidated Federal income tax liability or refunds made by 

the Internal Revenue Service on audit of the consolidated return shall be 
determined in accordance with paragraphs 1 through 3. 

 
7. This agreement shall apply to all tax years beginning with the year 1999 unless 

NJR and NJNG agree in writing to terminate this agreement. 
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NEW JERSEY RESOURCES CORPORATION 
AFFILIATE RULES COMPLIANCE PLAN 

SHARED SERVICES GUIDELINES 
 
 The following is a list of the Shared Services New Jersey Natural Gas Company (NJNG) 
and NJR Service Corporation (“NJRSC”) may perform for the benefit of New Jersey Resources 
Corporation (“NJR”) or a Retail Affiliate1 or that NJR and NJRSC may perform on behalf of 
NJNG under the Affiliate Rules.  This list is meant to be illustrative and not exhaustive.  
Therefore, if you have a question about whether or not a service not listed is a Shared Service 
under the Affiliate Rules, please contact the General Counsel at ext. 1489 or Regulatory Affairs 
at ext. 1487. 
 
A. Remember the following: 
 

1) Any NJNG, NJR or NJRSC employee performing a shared service for one 
Affiliate shall not discuss Confidential Information with employees of another 
Affiliate. 

2) Before you invite Affiliate employees to NJNG meetings, consider if such 
attendance is appropriate.  Attendance is not appropriate if the meeting will 
involve discussions of Confidential Information that is not necessary to the 
performance of the Shared Service.  Either schedule a separate meeting with the 
Affiliate employee or ask the Affiliate employee to leave the room after issues 
involving the Shared Service have been discussed. 

3) NJNG shall not share office space, office equipment, services and systems with an 
Affiliate except to the extent appropriate to perform Shared Services. 

4) All employees performing a Shared Service must complete a time sheet as 
explained in the Time Sheet Policy and Procedure, which has been distributed to 
all employees and is available online in the Administrative Procedures folder on 
the “G” drive. 

 
B. Shared Services 
 

1) use of financial and cash management and payroll systems software 
2) payroll advice and services, including printing and distribution of paychecks 
3) corporate budget preparation and monitoring 
4) corporate communications and public relations 
5) tax advice and services 
6) treasury functions 
7) shareholder services 
8) consolidated business planning (other than market analyses) 
9) financial services such as: 

a) accounts payable 
b) accounting 

                                                           
1“Retail Affiliate(s)” means NJR Home Services Company and/or any other retail affiliate of NJNG as 
determined by the Legal Department in accordance with the Affiliate Rules. 
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c) banking services not including customer transactions 
d) cash management 
e) interest rate hedging activities 
f) risk management 
g) reporting  
h) pension management 

10) internal auditing 
11) insurance advice, services, and procurement 
12) state, federal, and local lobbying and regulatory affairs 
13) analysis of regulatory or legislative actions 
14) legal services and support 
15) legal and regulatory compliance, including affiliate transactions rules compliance 
16) computer, telecommunications, and technical systems software, support and 

maintenance (Affiliate employees will only be allowed to provide support and 
maintenance for the utility if they will not have access to any non-public utility 
information contained in a computer or information system, e.g. limited hardware 
maintenance or software development.) 

17) human resources functions, including training, compensation, benefit services, 
plan procurement and management, development, interpretation, and application 
of employment policies, and creation and maintenance of employee records 

18) office services, printing of documents for permitted shared services and corporate 
support functions and record retention 

19) facilities management and maintenance 
20) purchasing 
21) customer account services, including dispatch, customer inquiry, billing and 

remittance processing 
22) gas transportation 

 
 

A copy of this policy is available on-line in the Financial Procedures Manual on the “G” 
drive.  



 

ADMINISTRATIVE PROCEDURES 
 

TIME SHEET POLICY AND PROCEDURE 
Administrative Procedure 93  
 

Approved By:  Senior Vice President & CFO 

Approved On:   

Revised / Effective On:  9/03/10  

Rescinded On:  

 

 

Policy     
 

The Affiliate Relations, Fair Competition and Accounting Standards and Related Reporting Requirements 
(“Affiliate Rules”) require that employees of New Jersey Resources (“NJR”) and all NJR affiliates accurately 
allocate their time when working for affiliates outside of their own. If the periodic time charged to other affiliates 
is significant and occurs on a regular basis, employees must use the “On-line” timesheet system to record all of 
their paid time working for their own affiliate and the time working for other affiliates. If the employee’s time 
charged to other affiliates is minor and occasional, the employee may use the paper timesheet form #800. The 
time sheet shall serve as the basis for inter-company and inter-business unit billing.  The Financial Department 
is responsible for developing the proper billing of payroll, fringe benefits and overhead costs. 
 

Procedure 
 

Each employee who performs work outside of their home affiliate must report that time. Most employees will use 
Form # 800 for reporting hours worked in those activities. Employees with access to FODS II report time and job 
codes on the FODS system.  Employees of NJR Service Corporation who perform work for other affiliates will 
use the On-line timesheet system or the paper Form # 800, if appropriate, for reporting that time.  Information 
Technology (IT), Customer Services, and Central Dispatch use specialized computer programs to report time. 
Non-working hours for lunch (unless the employee works during lunch), holidays, vacations, sick time are 
charged to the employee’s home company on Form # 800. Form #800 is available and can be filled out online at 
g: /public/Co-forms. The appropriate Payroll Time Sheets must continue to be used to report any and all 
absences. 

 

Immediately following the month in which there is an occurrence of time worked outside of an employee’s home 
affiliate, employees must submit a monthly time sheet (On-line timesheet or Form #800 whichever is 
appropriate) to the Financial Department.  Each employee shall keep a copy of his or her timesheet through the 
entire fiscal year.  If necessary, it is used to prepare a time distribution estimates for the next fiscal year. 
Customer Service Representatives allocate their time electronically between the utility and NJR Home Services 
Company by using the Customer Contact Tracking Screen of the Customer Information System. 

 

Exhibit K 
Page 1 of 2



 
IBS programmers and application developers shall allocate their time to the appropriate NJNG department or 
affiliate on a project by project basis by entering their time into their automated time sheet program.  This 
program is used for reporting to charge employee time to individual departments.  Employees shall charge non-
working hours such as lunch (unless the employee works during lunch), holidays, vacations and sick time to 
their home company.  IBS shall submit reports to the individual NJNG departments, including the Financial 
Department, and affiliates on a monthly basis. 

 

Each month the Financial & Cost Analyst sends a reminder notice of the date timesheets are due, including 
detailed instructions for data entry.  If any employee has any questions about this policy, please call the 
Financial Department at ext. 1197. 
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EXHIBIT M 

AFFIDAVIT  
N.J.A.C. 14:4-5.5(j) 

 
STATE OF NEW JERSEY  ) 
COUNTY OF MONMOUTH    )  
 
 KATHLEEN T. ELLIS, being duly sworn, deposes and says:  

 1. I am Chief Operating Officer of New Jersey Natural Gas Company (“NJNG” or 

the “Company”) at 1415 Wyckoff Road, Wall, New Jersey 07719.  I make this Affidavit in 

support of the Company’s Affiliate Rules Compliance Plan (“Compliance Plan”) pursuant to 

N.J.A.C. 14:4-5.5(j), which provides that the provision of corporate support services shall not 

allow or provide a means for the transfer of confidential customer or market information from 

the Company to an affiliate in violation of the Affiliate Rules, create the opportunity for 

preferential treatment or unfair competitive advantage, lead to customer confusion, or create 

significant opportunities for cross subsidization of an affiliate. 

 2. The provision of corporate support services, which includes services provided by 

the service company (“NJR Service Corporation”), will not violate N.J.A.C. 14:4-5.5(j).  The 

Compliance Plan prohibits disclosure of Company market sensitive or proprietary information to 

third parties, including Retail Affiliates, except of course as is necessary to perform corporate 

support functions. (See Exhibits B through F and H).*  It also prohibits the disclosure of 

individual customer information to any third party without customer authorization, subject to the 

regulations established by the New Jersey Board of Public Utilities. (See Exhibits B through F 

and H).  The Compliance Plan provides that all market participants shall be treated equally with 

regard to the provision of information (utility, customer, competitor); the provision of products 

                                                           
*All Exhibits referenced herein are part of the Compliance Plan of New Jersey Natural Gas Company to 
which this Affidavit pertains and such Exhibits are incorporated herein by reference. 
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or services, including the processing of requests for utility services and the application and 

interpretation of tariff provisions; and customer contact or interaction. (See Exhibits B through F 

and H). 

3. The Compliance Plan denotes how corporate communications and public relations 

are shared and the procedures that are in place to prevent any abuse of these services in violation 

of the Affiliate Rules. (See Exhibit O).  The Compliance Plan also provides that the Company 

may continue to provide a link from its Web site to that of its parent New Jersey Resources 

Corporation (“NJR”), which provides financial and investor relation information about the 

Company. (See Exhibit Q). The Compliance Plan further provides that there are no links from 

the Company Web site to Retail Affiliate Web sites, except as permitted for all suppliers. (See 

Exhibit Q). 

4. The Compliance Plan provides that the Company shall charge NJR and/or 

affiliates their allocated share of the costs of services provided by the Company. (See Exhibits B, 

G, J and I). In addition, the Compliance Plan provides that Company employees shall charge 

time spent directly on NJR or affiliate matters to NJR or affiliates by reporting the time spent on 

these matters. (See Exhibits B, J and K). Finally, the Compliance Plan provides that NJR and 

NJR Service Corporation shall be entitled to charge the Company for corporate support services 

they provide to the Company. (See Exhibits G, J and I).  Also attached as Exhibit L to the 

Compliance Plan is a copy of the time sheet to be used by the relevant employees of the 

Company, NJR and NJR Service Corporation to allocate their time to the appropriate affiliates. 

5. The Compliance Plan contains an employee transfer policy that restricts employee 

transfers between the Company and a retail affiliate in accordance with the Affiliate Rules. (See 

Exhibit P). The Compliance Plan contains an external complaint procedure to facilitate the 





EXHIBIT N 

NEW JERSEY NATURAL GAS COMPANY 
 
 

AFFILITE RULES EXTERNAL COMPLAINT PROCEDURE 
 
I. Introduction 
 
 New Jersey Natural Gas Company (“NJNG” or the “Company”) is committed to the 
promotion of fair competition and a level playing field for all participants selling natural gas or a 
natural gas related service in our service territory.  Therefore, any service provider or customer who 
has a complaint relating to the conduct of NJNG or its Retail Affiliates shall follow the procedures 
herein, pursuant to the provisions of N.J.A.C. 14: 4-5.1 et seq. 
 
II. Procedure 
 
1. All complaints, whether written or verbal, regarding the Affiliate Rules shall be referred to 

Mariellen Dugan, Senior Vice President and General Counsel on the Complaint Hotline at 
732-938-1205.  The complainant should provide as much information as possible relating to 
the complaint such as customer name, account number, date of such activity, individuals 
involved, copies of any related documents, specific nature of complaint and a reference to 
the provisions of the Affiliate Rules allegedly violated. 

 
2. NJNG will send to the complainant a written acknowledgment of the complaint within ten 

(10) days of its receipt. 
 
3. NJNG will conduct a thorough investigation of the complaint under the direct supervision of 

Mariellen Dugan.  The investigation shall include, where applicable, interviews, review of 
applicable documents, telephone and computer records.  NJNG shall respond in writing 
within thirty (30) days after the complaint is received with the result of the investigation, 
including a proposed course of action. 

 
4. NJNG shall report any violation of the Affiliate Rules to the New Jersey Board of Public 

Utilities (“BPU”), with a copy to the New Jersey Division of Rate Counsel (“Rate 
Counsel”), within five (5) business days of becoming aware of any such violation. 

 
5. NJNG shall maintain a log of all new, resolved and pending complaints.  The log shall 

contain, at a minimum, the date the complaint was received by NJNG, the name of the 
complainant, a brief description of the complaint and the manner in which the complaint was 
resolved or the reason the complaint is still pending. The log shall be subject to review by 
the BPU and Rate Counsel. 

 
6. NJNG shall file with the BPU and Rate Counsel a copy of the aforementioned complaint 

procedure for alleged violations of the Affiliate Rules in its annual Compliance Plan 
submission. 
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CORPORATE COMMUNICATIONS AND PUBLIC RELATIONS GUIDELINES 
and 

CORPORATE IDENTIFICATION AND ADVERTISING GUIDELINES 
 
 

Corporate Communications and Public Relations 
 

New Jersey Natural Gas Company (“NJNG” or the “Company”) has an obligation 
to provide Corporate Communications and Public Relations services in a manner 
consistent with the letter and spirit of the Affiliate Relations, Fair Competition and 
Accounting Standards and Related Reporting Requirements (the “Affiliate Rules”), 
pursuant to N.J.A.C. 14:4-5.1 et seq. Therefore, all employees must ensure that Corporate 
Communications and Public Relations services do not:   

 
1) Facilitate the transfer of Confidential Information1 from NJNG to any 

Retail Affiliate2;  
2) Result in preferential treatment or any unfair competitive advantage 

provided to any Retail Affiliate;  
3) Create customer confusion as to the services provided by NJNG and 

those of any Retail Affiliate; or,  
4) Constitute joint marketing or advertising by NJNG and any Retail 

Affiliate.  
 

The following actions have been taken to ensure full compliance with the 
Affiliate Rules and to prevent any abuse thereof: 

• All employees, including those in the Corporate Communications and Public 
Relations Departments, must be continuously aware of the requirement to 
protect and restrict access to Confidential Information.  
 

• All employees, especially those in Corporate Communications and Public 
Relations, are encouraged to regularly seek advice from the Legal Department 
or Regulatory Affairs when making business decisions which are governed by 
Affiliate Rules requirements.  
 

• NJNG employees must avoid any actual or perceived sharing of corporate 
communications and public relations services by not allowing:  1) joint 
marketing or advertising by NJNG and any Retail Affiliate which targets 
specific customer needs, or highlights specific products or services; or, 2) any 
activity which would violate the Affiliate Rules regarding marketing affiliates. 

                                                           
1   “Confidential Information” means any Company information which is not generally available to the 
public and which would be useful or helpful to the Company’s competitors, such as the Company’s 
customer list, customer usage, end use equipment information, market analysis, market forecasts, planning 
or strategic reports or other information designated as such by the Company.   
2  “Retail Affiliate” means any NJR Home Services Company and/or any other retail affiliate of NJNG as   
    determined by the Legal Department in accordance with the Affiliate Rules. 
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• If certain shared advertising or public relations activities are allowed by the 

Affiliate Rules, all expenses related to those activities must be allocated in 
compliance with the existing Affiliate Allocation and Billing Procedures for 
shared services. 

 
• All New Jersey Resources Corporation (“NJR”), NJNG and affiliate 

employees, including employees in the Corporate Communications and Public 
Relations Departments, will receive Affiliate Rules training, conducted 
annually, along with the Code of Conduct training. 

 
The Fair Competition Guidelines (Exhibit B) provide further discussion and 

details concerning full compliance with the Affiliate Rules. NJNG has an obligation to 
ensure that all Corporate Identification and Advertising services are provided in a manner 
consistent with the letter and spirit of the Affiliate Rules.  
 
Corporate Identification and Advertising 

1) All NJR employees must be sure to maintain a clear and distinct separation in 
corporate identification and advertising materials.   

2) A Retail Affiliate cannot trade upon, promote or advertise its relationship to 
NJNG and it cannot use NJNG’s name and/or logo in any publicly circulated 
materials in New Jersey without clear and conspicuous or audible language 
disclosing its independent status.   

3) Such materials include, but are not limited to: hard copy, correspondence, 
business cards, faxes, electronic mail, electronic or hardcopy advertising or 
marketing materials. If possible, all promotional materials should contain such 
disclosure, either on the item itself or on a sheet of paper included with the item.  

4) The disclosure will be in a font size no smaller than the smallest type on the 
document and will be stated in the following manner: 

 
[Retail Affiliate name] is not the same company as New Jersey 
Natural Gas Company, the utility, and is not regulated by the New 
Jersey Board of Public Utilities. You do not have to buy products or 
services from [Retail Affiliate name] in order to continue receiving 
regulated services from New Jersey Natural Gas.  
 

5) NJNG will not offer its Retail Affiliates any advertising space or participate in 
joint advertising or joint marketing with a Retail Affiliate except to the extent 
allowed in the Affiliate Rules.  

6) NJNG will not participate with any Retail Affiliates in joint business activities, 
trade shows, conferences, or marketing events in New Jersey and will not 
subsidize the cost of research, development or advanced technology research to 
the benefit of any Retail Affiliate.  

 
Media contact and communications 
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1) Any representative of a Retail Affiliate interviewed by the press within New 
Jersey, or where the eventual article or interview will appear or be heard in New 
Jersey, must remind the media representative prior to the commencement of the 
interview or inquiry that the Retail Affiliate is a distinct and separate entity from 
NJNG, the regulated utility.  

2)  This notice may be provided orally or in writing and must include a caution that 
the full name of the Retail Affiliate should always be used, not the NJNG name. 
 
All employees are expected to comply with these Guidelines and must ensure that 

no activities occur which may be in violation of these Guidelines. If you have any 
questions regarding these Guidelines, please check with the General Counsel at Ext. 1489 
or Regulatory Affairs at Ext. 1487.  
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HUMAN RESOURCES POLICY AND PROCEDURE 20   
 

Intercompany Employee Transfer  
 

Originated On:  06/01/2000    

Revised On:  03/31/2011     

Approved By:  Deborah Zilai, Vice President, Corporate Services     

Rescinded On:    

 

1.0  Policy     
The following procedure prescribes specific rules for the transfer of employees between 
New  Jersey  Natural  Gas  Company  (“NJNG”)  and  New  Jersey  Resources  Corporation 
(“NJR” or the “Company”) or its Retail Affiliates.  

 

2.0 Persons who should be familiar with this policy  

 
Company personnel responsible for recruiting, hiring or filling open job positions and 
Company personnel applying for open job positions  

 

3.0 Definitions     
For purposes of  this Human Resources Policy and Procedure 20 only, “Retail Affiliate” 
means  any  subsidiary of  the Company  that offers  to provide or provides  competitive 
services at a retail level.  For purposes of this Human Resources Policy and Procedure 20 
only,  “Retail  Affiliate”  shall  include:  NJR  Home  Services  Company;  NJR  Plumbing 
Services,  Inc.; NJR Clean  Energy Ventures Corporation; or  any other  subsidiary of  the 
Company that may be determined by the Legal Department to be a retail affiliate of the 
Company  in  accordance  with  the  New  Jersey  Board  of  Public  Utilities’  regulations 
concerning Affiliate Relations, N.J.A.C. 14:4‐3.1 et seq.  

 

4.0  Forms     
  Employee Status Change Form #11  

  Human Resources Change Notification Form #210‐017 

Exhibit P 
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5.0  Procedure     
The Hiring Supervisor must complete an Employee Status Change  form and check box 
“Transfer  between Qualifying  Affiliate  and NJNG”  indicating  employee  is  transferring 
between companies.  
 
Human Resources shall contact transferring employee to meet with him/her to remind 
transferring  employee of  the  rules  regarding Confidential  Information  as explained  in 
the  New  Jersey  Resources  Corporation  Code  of  Conduct  and  the  Fair  Competition 
Guidelines  of  NJNG’s  Affiliate  Rules  Compliance  Plan  any  time  an  employee  is 
transferred to or from NJNG. 
 
Human Resources will send Human Resources Change Notification Form to all applicable 
parties,  including  the Regulatory Affairs  and  Information Technology Departments,  as 
soon as  the Employee Status Change  form  is  received and processed.   The notice will 
include the employee’s name, company employee is transferring from and to, effective 
date of transfer and a box indicating if it is a transfer between qualifying affiliates. 
 
Human Resources also shall track and report annually to Regulatory Affairs all employee 
transfers between NJNG and a Retail Affiliate.  

 
The Regulatory Affairs department will provide  the necessary  changes  to  the website 
and  the  Information  Technology  Department  shall make  a  public  posting  on  NJNG’s 
Internet  web  site  (www.njng.com)  within  three  (3)  working  days  after  the  effective 
transfer  date.  The  posting  shall  include  the  date  of  the  transfer,  the  name  of  the 
employee, and the name of the transferee and transferor companies. The  Information 
Technology Department  also  shall make  any  and  all  database  and  equipment  access 
changes as appropriate. 
 

6.0  Standards     
An NJNG  employee who  transfers  to  a  Retail Affiliate may  not  return  to NJNG  for  a 
period of one year, unless  the Retail Affiliate goes out of business or  is acquired by a 
non‐affiliated company during the one‐year period.  

In the event that a former NJNG employee returns to NJNG from a Retail Affiliate, the 
employee cannot transfer back to a Retail Affiliate for a period of one year.  

Exhibit P 
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No NJNG employee may receive a temporary or intermittent assignment or rotation to a 
Retail Affiliate. 

An employee who  transfers  from NJNG  into a Retail Affiliate  is prohibited  from using 
information  gained  from  the  utility  to  the  benefit  of  the  Retail  Affiliate  or  to  the 
detriment of  an unaffiliated  service or product provider. Additionally,  the  transferred 
employee shall not provide  information to the Retail Affiliate that the Retail Affiliate  is 
precluded by the Affiliate Relations regulations from obtaining. 

 

7.0  Guidelines     
Hiring supervisors should call or email Recruiter or Recruiting Manager to alert them 
when there will be an intercompany transfer to ensure proper follow up. 
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EXHIBIT Q 

 

INFORMATION SYSTEMS ACCESS GUIDELINES 
 
 The Affiliate Relations, Fair Competition and Accounting Standards and Related 
Reporting Requirements (“Affiliate Rules”) as codified in N.J.A.C. 14:4-5.1 et seq.  prohibit the 
transfer of confidential New Jersey Natural Gas Company (“NJNG”) information1 from NJNG to 
a Retail Affiliate2. This restriction is in place so that actions between NJNG and a Retail Affiliate 
will not create the opportunity for preferential treatment to the affiliate or give the Retail 
Affiliate an unfair competitive advantage over other businesses providing similar services.  It is 
also intended to avoid customer confusion.  

 
The Affiliate Rules do allow certain corporate support services to be shared as long as 

that sharing does not violate the Affiliate Rules. Those shared services allow NJNG employees 
to access the computer or information systems of New Jersey Resources Corporation (“NJR”) or 
an affiliate in order to share computer hardware and software systems. Such access must always 
be done with the restrictions of the Affiliate Rules in mind.  As mentioned above, no sharing of 
services is allowed if it would create the chance for preferential treatment or the establishment of 
an unfair competitive advantage to a Retail Affiliate.  Listed below are some examples of what is 
and is not allowed. Any questions concerning these Guidelines and the impact on the Company’s 
computer and information systems should be directed to Regulatory Affairs at Ext. 1487 or the 
General Counsel at Ext. 1489  
 
Overall Use of the Computer and Information Systems 
 
• All customer data is confidential NJNG information. 
• Only NJNG personnel may access confidential NJNG information.  
• All NJNG personnel must safeguard confidential NJNG information and share such 

information only on a need to know basis. 
• No NJNG confidential information may be posted on any public drives of the Company 

computer and information systems. 
• Retail Affiliate employees sharing support systems, pursuant to the Shared Services 

Guidelines (See Exhibit J), will not be granted access to any confidential information 
contained within those systems.  However, pursuant to the Affiliate Rules, employees of a 
Retail Affiliate can access information related only to the services they provide to their 
customers.  The Company has implemented and will maintain adequate procedures to ensure 
that the Affiliate Rules are followed in relation to computer and information systems.  

 

                                                 
1 “Confidential Information” means any Company information which is not generally available to the public and    
 which would be useful or helpful to the Company’s competitors, including but not limited to  the Company’s 
customer list, customer usage, end use equipment information, market analysis, market forecasts, planning or 
strategic reports or other information designated as such by the Company.  
2 “Retail Affiliate” means any NJR Home Services Company and/or any other retail affiliate of NJNG as determined 
by the Legal Department in accordance with the Affiliate Rules.   
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Web Site Development and Maintenance 
 
• NJNG has a link from its Web site (www.njng.com) to that of NJR (www.njliving.com), but 

does not provide any links from its site to those of a Retail Affiliate, except for those links 
offered to currently eligible third party suppliers discussed below. 

• The NJNG Tariff will continue to be provided on the NJNG Web site. 
• An updated listing in alphabetical order of all third party suppliers will be available on the 

NJNG Web site and that listing will not highlight any NJR Retail Affiliate.  Suppliers 
wishing to have a link from the NJNG Web site to their own will be able to make those 
arrangements. 

 
Public Postings 
 
 Public posting of certain information is required by the Affiliate Rules.  NJNG made 
initial postings on its Web site as of August 1, 2000 and updates the information as necessary.  
As listed below, these postings will permit the non-discriminatory provision of information to 
non-affiliated market participants within the necessary time frames.  The business unit 
responsible for the transfer of such information is listed below in parentheses. 
 

• Notice of supply, capacity, services or information provided to a Retail Affiliate will 
also be made to non-affiliated market participants within 24 hours.  (Energy Services) 

 
• Notice of an offer by NJNG to sell surplus energy on a short-term or long-term basis 

given to a Retail Affiliate will also be made to non-affiliated marketers by public 
posting within 24 hours.  (Energy Services) 

 
• Non-customer specific non-public information gained from the operation of the 

NJNG distribution system made available to a Retail Affiliate will be made available 
to all other service providers on a non-discriminatory basis by public posting within 
three (3) business days.  That information must be kept open for public inspection.  
(Gas Transportation and Marketing) 

 
• Notice of the transfer of an employee from NJNG to NJR or to a Retail Affiliate will 

be posted three (3) business days of the effective date of the transfer.  (Human 
Resources) 

 
• Any change to the existing list of Retail Affiliates will be updated with the New 

Jersey Board of Public Utilities (Board) within five (5) business days of the change 
and posted publicly on the NJNG Web site.  (Corporate Secretary’s Office) 

 
• Notice of a new Retail Affiliate will immediately be provided to the Board and a 

public posting will be made on the NJNG Web site.  (Corporate Secretary’s Office) 
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Reviewed:  2/29/08  

 

Policy 
All transfers, leases, rentals, licenses, easements or other encumbrance of New Jersey Natural 
Gas Company (NJNG) assets to New Jersey Resources Corporation or any related Affiliate not 
prohibited by the Affiliate Rules shall be subject to the following pricing provisions, consistent with 
all other applicable rules of the New Jersey Board of Public Utilities: 

Transfers, leases, rental, licenses, easements or other encumbrances of NJNG assets from 
NJNG to NJR or any related Affiliate shall be recorded at the greater of book cost or fair market 
value. 

Transfers, leases, rental, licenses, easements or other encumbrances of assets from NJR or any 
related Affiliate to NJNG shall be recorded at the lesser of book value or fair market value. 

 

Procedure 
The Supervisor of Construction and Capital Asset or the Manager of General Accounting will 
determine the relevant net book value and fair market value.  An independent third party may be 
used to assist in determining the value of the asset being transferred.  

They will prepare a memo documenting the assets and the method of determining fair market 
value, and book value.  It should indicate which value is greater, and which method is to be used, 
depending whether the asset transfer is to be from the utility or to the utility. 

The Controller of NJR Service Corporation must approve the method of valuation and the asset 
transfer.  

 




