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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark one)

XQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 30, 2018

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

o

For the transition period from to
. . Exact name of registrant as LR.S.
Commission ;e 4 . State of
File Number specified in its charter and principal Incorporation Employer
office address and telephone number Identification No.
South Jersey Industries, Inc.
1-6364 11:;223; Jlfésgg é;l;‘za New Jersey 22-1901645
(609) 561-9000
South Jersey Gas Company
000-22211 | South Jersey Plaza New Jersey 21-0398330

Folsom, NJ 08037
(609) 561-9000
Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that such registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes
x Noo

Indicate by check mark whether each registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during

the preceding 12 months (or for such shorter period that such registrant was required to submit and post such files).

Yesx Noo

Indicate by check mark whether each registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act.

South Jersey Industries, Inc.:

Large accelerated filer x Accelerated filer o Non-accelerated filer o

Smaller reporting company o Emerging growth company o

South Jersey Gas Company:
Large accelerated filer o Accelerated filer o Non-accelerated filer  x
Smaller reporting company o Emerging growth company o

If an emerging growth company, indicate by check mark if either registrant has elected not to use the extended
transition period for complying with any new or revised financial accounting standards provided pursuant to Section
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13(a) of the Exchange Act o

Indicate by check mark whether either registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No x

South Jersey Industries, Inc. common stock ($1.25 par value) outstanding as of August 1, 2018 was 85,506,217
shares. South Jersey Gas Company common stock ($2.50 par value) outstanding as of August 1, 2018 was 2,339,139
shares. All of South Jersey Gas Company's outstanding shares of common stock are held by SJI Utilities, Inc.

South Jersey Gas Company is a wholly-owned subsidiary of SJI Utilities, Inc. (which is wholly-owned by South
Jersey Industries, Inc.) and meets the conditions set forth in General Instruction H(1)(a) and (b) of Form 10-Q. As
such, South Jersey Gas Company files its Quarterly Report on Form 10-Q with the reduced disclosure format
authorized by General Instruction H.
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INTRODUCTION
FILING FORMAT

This Quarterly Report on Form 10-Q is a combined report being filed separately by two registrants: South Jersey
Industries, Inc. (SJI) and South Jersey Gas Company (SJG). Information relating to SJI or any of its subsidiaries, other
than SJG, is filed by SJI on its own behalf. SJG is only responsible for information about itself.

Except where the content clearly indicates otherwise, any reference in the report to "SJI," "the Company," "we," "us"
or "our" is to the holding company or SJI and all of its subsidiaries, including SJG, which is a wholly-owned
subsidiary of SJI Utilities, Inc. (which is wholly-owned by SJI).

Part 1 - Financial information in this Quarterly Report on Form 10-Q includes separate financial statements (i.e.
balance sheets, statements of income, statements of comprehensive income and statements of cash flows) for SJI and
SJG. The Notes to Unaudited Condensed Consolidated Financial Statements are presented on a combined basis for
both SJI and SJG. Management's Discussion and Analysis of Financial Condition and Results of Operations
(Management's Discussion) included under Item 2 is divided into two major sections: SJI and SJG.
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Item 1. Unaudited Condensed Consolidated Financial Statements
SOUTH JERSEY INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)
(In Thousands Except for Per Share Data)

Three Months

Ended

June 30,

2018 2017
Operating Revenues (See Note 16):
Utility $75,603 $81,938
Nonutility 151,727 162,436
Total Operating Revenues 227,330 244,374
Operating Expenses:
Cost of Sales - (Excluding depreciation)
- Utility 18,181 32,331
- Nonutility 127,615 147,354
Operations (See Note 1) 58,007 37,296
Impairment Charges 99,233 —
Maintenance 6,812 4,672
Depreciation 24,771 24,556
Energy and Other Taxes 1,243 1,551
Total Operating Expenses 335,862 247,760
Operating Loss (See Note 1) (108,532) (3,386 )
Other Income and Expense (See Note 1) 974 1,139
Interest Charges (19,561 ) (10,979 )
Loss Before Income Taxes (127,119) (13,226 )
Income Taxes 31,972 5,544
Equity in Earnings of Affiliated Companies 1,354 70
Loss from Continuing Operations (93,793 ) (7,612 )
Loss from Discontinued Operations - (Net of tax benefit) (26 ) (47 )
Net Loss $(93,819) $(7,659)
Basic Earnings Per Common Share:
Continuing Operations $(1.12 ) $(0.10 )
Discontinued Operations — —
Basic Earnings Per Common Share $(1.12 ) $(0.10 )

Average Shares of Common Stock Outstanding - Basic 84,080 79,549

Diluted Earnings Per Common Share:

Continuing Operations $(1.12 ) $(0.10 )
Discontinued Operations — —
Diluted Earnings Per Common Share $(1.12 ) $(0.10 )

Average Shares of Common Stock Outstanding - Diluted 84,080 79,549

Dividends Declared Per Common Share $0.28 $0.27
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The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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Operating Revenues (See Note 16):
Utility

Nonutility

Total Operating Revenues
Operating Expenses:

Cost of Sales - (Excluding depreciation)

- Utility

- Nonutility

Operations (See Note 1)
Impairment Charges
Maintenance

Depreciation

Energy and Other Taxes

Total Operating Expenses
Operating Income (See Note 1)

Other Income and Expense (See Note 1)

Interest Charges

Six Months Ended
June 30,

2018 2017
$307,371 $277,707
441,904 392,496
749,275 670,203
105,298 103,710
323,566 363,117
105,051 75,744
99,233 —
13,674 9,653
49,433 48,879
3,682 3,622
699,937 604,725
49,338 65,478
3,735 5,626

(33,533 ) (27,724 )

Income Before Income Taxes 19,540 43,380
Income Taxes 4,443 ) (16,326 )
Equity in Earnings of Affiliated Companies 2,416 3,081
Income from Continuing Operations 17,513 30,135
Loss from Discontinued Operations - (Net of tax benefit) (92 ) (77 )
Net Income $17.421 $30,058
Basic Earnings Per Common Share:

Continuing Operations $0.21 $0.38
Discontinued Operations — —

Basic Earnings Per Common Share $0.21 $0.38

Average Shares of Common Stock Outstanding - Basic 81,850 79,534

Diluted Earnings Per Common Share:

Continuing Operations $0.21 $0.38
Discontinued Operations — —
Diluted Earnings Per Common Share $0.21 $0.38

Average Shares of Common Stock Outstanding - Diluted 82,302 79,670
Dividends Declared per Common Share $0.56 $0.54

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.



Edgar Filing: SOUTH JERSEY INDUSTRIES INC - Form 10-Q




Edgar Filing: SOUTH JERSEY INDUSTRIES INC - Form 10-Q

Table of Contents

SOUTH JERSEY INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)
(In Thousands)

Three Months

Ended

June 30,

2018 2017
Net Loss $(93,819) $(7,659)
Other Comprehensive Income, Net of Tax:*
Unrealized Gain on Derivatives - Other 8 7
Other Comprehensive Income - Net of Tax* § 7
Comprehensive Loss $(93,811) $(7,652)

Six Months

Ended

June 30,

2018 2017
Net Income $17,421 $30,058
Other Comprehensive Income, Net of Tax:*
Unrealized Gain on Derivatives - Other 17 1,522
Other Comprehensive Income - Net of Tax* 17 1,522
Comprehensive Income $17,438 $31,580

* Determined using a combined average statutory tax rate of approximately 25% and 40% in 2018 and 2017,
respectively.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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SOUTH JERSEY INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In Thousands)

Six Months Ended

June 30,

2018 2017
Net Cash Provided by Operating Activities $152,828  $123,658
Cash Flows from Investing Activities:
Capital Expenditures (125,973 ) (142,029 )
Proceeds from Sale of Property, Plant & Equipment — 3,058
Investment in Long-Term Receivables (3,947 ) (4,602 )
Proceeds from Long-Term Receivables 5,035 4,948
Notes Receivable — 3,000
Purchase of Company-Owned Life Insurance (574 ) (8,074 )
Investment in Affiliate (8,413 ) (19,461 )
Net Repayment of Notes Receivable - Affiliate 2,006 243
Net Cash Used in Investing Activities (131,866 ) (162917 )

Cash Flows from Financing Activities:
Net (Repayments of) Borrowings from Short-Term Credit Facilities (10,000 ) 200

Proceeds from Issuance of Long-Term Debt 1,592,500 321,000
Principal Repayments of Long-Term Debt — (277,400 )
Payments for Issuance of Long-Term Debt (13,821 ) (2,060 )
Net Settlement of Restricted Stock (776 ) (751 )
Dividends on Common Stock (22,292 ) (21,676 )
Proceeds from Sale of Common Stock 173,750 —
Payments for the Issuance of Common Stock (6,554 ) —

Net Cash Provided by Financing Activities 1,712,807 19,313

Net Increase (Decrease) in Cash, Cash Equivalents and Restricted Cash 1,733,769 (19,946 )
Cash, Cash Equivalents and Restricted Cash at Beginning of Period 39,695 31,910

Cash, Cash Equivalents and Restricted Cash at End of Period $1,773,464 $11,964

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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SOUTH JERSEY INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(In Thousands)

June 30, December 31,

2018 2017
Assets
Property, Plant and Equipment:
Utility Plant, at original cost $2,748,076 $2,652,244
Accumulated Depreciation (509,797 ) (498,161 )
Nonutility Property and Equipment, at cost 171,983 741,027
Accumulated Depreciation (48,954 ) (194913 )
Property, Plant and Equipment - Net 2,361,308 2,700,197
Investments:
Available-for-Sale Securities 36 36
Restricted 10,664 31,876
Investment in Affiliates 72,426 62,292
Total Investments 83,126 94,204
Current Assets:
Cash and Cash Equivalents 22,420 7,819
Restricted Cash 1,740,380 —
Accounts Receivable 196,601 202,379
Unbilled Revenues 24,464 73,377
Provision for Uncollectibles (13,983 ) (13,988 )
Notes Receivable - Affiliate 2,907 4,913
Natural Gas in Storage, average cost 44,086 48,513
Materials and Supplies, average cost 4,200 4,239
Prepaid Taxes 30,040 41,355
Derivatives - Energy Related Assets 23,892 42,139
Assets Held For Sale 329,622 —
Other Prepayments and Current Assets 19,907 28,247
Total Current Assets 2,424,536 438,993
Regulatory and Other Noncurrent Assets:
Regulatory Assets 476,635 469,224
Derivatives - Energy Related Assets 10,283 5,988
Notes Receivable - Affiliate 13,275 13,275
Contract Receivables 28,002 28,721
Goodwill 3,578 3,578
Identifiable Intangible Assets 12,000 12,480
Other 96,754 98,426

Total Regulatory and Other Noncurrent Assets 640,527 631,692

Total Assets $5,509,497 $3,865,086
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The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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SOUTH JERSEY INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(In Thousands)

Capitalization and Liabilities

Equity:

Common Stock

Premium on Common Stock

Treasury Stock (at par)

Accumulated Other Comprehensive Loss
Retained Earnings

Total Equity
Long-Term Debt
Total Capitalization

Current Liabilities:

Notes Payable

Current Portion of Long-Term Debt

Accounts Payable

Customer Deposits and Credit Balances

Environmental Remediation Costs

Taxes Accrued

Derivatives - Energy Related Liabilities
Deferred Contract Revenues

Derivatives - Other Current

Dividends Payable

Interest Accrued

Pension Benefits

Other Current Liabilities

Total Current Liabilities

Deferred Credits and Other Noncurrent Liabilities:

Deferred Income Taxes - Net

Pension and Other Postretirement Benefits
Environmental Remediation Costs

Asset Retirement Obligations

Derivatives - Energy Related Liabilities
Derivatives - Other Noncurrent
Regulatory Liabilities

Other

June 30,
2018

$106,882
842,327
(282
(36,748
391,538

1,303,717
1,403,802

2,707,519

336,400
1,368,809
262,090
28,913
43,808
2,529
10,798
329

443
23,941
13,016
2,388
21,354

2,114,818

91,690
105,789
108,054
43,807
3,427
6,252
299,382
28,759

Total Deferred Credits and Other Noncurrent Liabilities 687,160

Commitments and Contingencies (Note 11)

December 31,
2017

$99.436
709,658
) (271 )
) (36,765 )
420,351

1,192,409
1,122,999

2,315,408

346,400
63,809
284,899
43,398
66,372
2,932
46,938
259

748
9,079
2,388
15,860

883,082

86,884
101,544
106,483
59,497
6,025
9,622
287,105
9,436

666,596

15
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Total Capitalization and Liabilities $5,509,497 $3,865,086

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.

16



Edgar Filing: SOUTH JERSEY INDUSTRIES INC - Form 10-Q

Table of Contents

SOUTH JERSEY GAS COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

(In Thousands)
Three Months
Ended
June 30,
2018 2017
Operating Revenues (See Note 16) $76,801 $83,251

Operating Expenses:
Cost of Sales (Excluding depreciation) 19,379 33,644

Operations (See Note 1) 27,268 22,455
Maintenance 6,812 4,672
Depreciation 14,401 12,873
Energy and Other Taxes 498 872
Total Operating Expenses 68,358 74,516
Operating Income (See Note 1) 8,443 8,735
Other Income and Expense (See Note 1) 607 1,039
Interest Charges (6,999 ) (6,077 )
Income Before Income Taxes 2,051 3,697
Income Taxes 482 ) (1,431 )
Net Income $1,569 $2,266

The accompanying notes are an integral part of the unaudited condensed financial statements.
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Operating Revenues (See Note 16)
Operating Expenses:

Cost of Sales (Excluding depreciation)
Operations (See Note 1)

Maintenance

Depreciation

Energy and Other Taxes

Total Operating Expenses

Operating Income (See Note 1)

Other Income and Expense (See Note 1)
Interest Charges

Income Before Income Taxes

Income Taxes

Net Income

Six Months Ended
June 30,
2018 2017

$311,260 $280,065

109,187 106,068
56,638 46,630

13,674 9,653
28,764 25,587
1,753 2,167

210,016 190,105
101,244 89,960
3,117 2,081
(13,727 ) (11,955 )
90,634 80,086
(22,318 ) (31,342 )

$68,316  $48,744

The accompanying notes are an integral part of the unaudited condensed financial statements.
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SOUTH JERSEY GAS COMPANY

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

(In Thousands)

Net Income

Other Comprehensive Income - Net of Tax: *
Unrealized Gain on Derivatives - Other
Other Comprehensive Income - Net of Tax *

Comprehensive Income

Net Income

Other Comprehensive Income - Net of Tax: *
Unrealized Gain on Derivatives - Other
Other Comprehensive Income - Net of Tax *

Comprehensive Income

* Determined using a combined average statutory tax rate of approximately 25% and 40% in 2018 and 2017,

respectively.

Three Months
Ended

June 30,

2018 2017
$1,569 $2,266

8 7
8 7

$1,577 $2,273

Six Months
Ended

June 30,

2018 2017
$68,316 $48,744

17 14
17 14

$68,333 $48,758

The accompanying notes are an integral part of the unaudited condensed financial statements.
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SOUTH JERSEY GAS COMPANY
CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)

(In Thousands)
Six Months Ended
June 30,
2018 2017
Net Cash Provided by Operating Activities $85,263 $75,514
Cash Flows from Investing Activities:
Capital Expenditures (113,226) (127,209
Purchase of Company-Owned Life Insurance — 4,875 )
Investment in Long-Term Receivables (3,947 ) (4,602 )
Proceeds from Long-Term Receivables 5,035 4,948
Net Cash Used in Investing Activities (112,138 (131,738

Cash Flows from Financing Activities:
Net Borrowings from (Repayments of) Short-Term Credit Facilities 24,400 (101,500

Proceeds from Issuance of Long-Term Debt — 321,000
Principal Repayments of Long-Term Debt — (200,000
Payments for Issuance of Long-Term Debt (5 ) (2,029 )
Additional Investment by Shareholder — 40,000
Net Cash Provided by Financing Activities 24,395 57471

Net (Decrease) Increase in Cash, Cash Equivalents and Restricted Cash (2,480 ) 1,247
Cash, Cash Equivalents and Restricted Cash at Beginning of Period 4,619 1,391

Cash, Cash Equivalents and Restricted Cash at End of Period $2,139 $2,638

The accompanying notes are an integral part of the unaudited condensed financial statements.
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SOUTH JERSEY GAS COMPANY

CONDENSED BALANCE SHEETS (UNAUDITED)

(In Thousands)

Assets

Property, Plant and Equipment:
Utility Plant, at original cost
Accumulated Depreciation

Property, Plant and Equipment - Net

Investments:
Restricted Investments

Total Investments

Current Assets:

Cash and Cash Equivalents

Accounts Receivable

Accounts Receivable - Related Parties
Unbilled Revenues

Provision for Uncollectibles

Natural Gas in Storage, average cost
Materials and Supplies, average cost
Prepaid Taxes

Derivatives - Energy Related Assets
Other Prepayments and Current Assets

Total Current Assets

Regulatory and Other Noncurrent Assets:
Regulatory Assets

Long-Term Receivables

Derivatives - Energy Related Assets

Other

Total Regulatory and Other Noncurrent Assets

Total Assets

The accompanying notes are an integral part of the unaudited condensed financial statements.
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June 30,
2018

$2,748,076
(509,797

2,238,279

505

505

1,634
95,420
2,139
9,721
(13,772
12,482
796
27,507
6,726
10,849

153,502

476,635
25,347

18,786
520,768

$2,913,054

December 31,

2017

$2,652,244

) (498,161 )

2,154,083

2912

2912

1,707
78,571
988
54,980

) (13,799 )

14,932
825
38,326
7,327
12,670

196,527
469,224
25,851
5
17,372
512,452

$2,865,974
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SOUTH JERSEY GAS COMPANY

CONDENSED BALANCE SHEETS (UNAUDITED)
(In Thousands, except per share amounts)

Capitalization and Liabilities
Equity:
Common Stock

Other Paid-In Capital and Premium on Common Stock

Accumulated Other Comprehensive Loss
Retained Earnings

Total Equity
Long-Term Debt
Total Capitalization

Current Liabilities:

Notes Payable

Current Portion of Long-Term Debt
Accounts Payable - Commodity
Accounts Payable - Other

Accounts Payable - Related Parties
Derivatives - Energy Related Liabilities
Derivatives - Other Current

Customer Deposits and Credit Balances
Environmental Remediation Costs
Taxes Accrued

Pension Benefits

Interest Accrued

Other Current Liabilities

Total Current Liabilities

Regulatory and Other Noncurrent Liabilities:

Regulatory Liabilities

Deferred Income Taxes - Net
Environmental Remediation Costs
Asset Retirement Obligations

Pension and Other Postretirement Benefits

Derivatives - Energy Related Liabilities
Derivatives - Other Noncurrent
Other

Total Regulatory and Other Noncurrent Liabilities

Commitments and Contingencies (Note 11)

June 30,
2018

$5,848

355,744
(25,980
654,153

989,765
558,388

1,548,153

76,400
263,809
28,669
45,732
7,049
950
318
24,998
43,502
1,527
2,353
7,572
5,922

508,801

299,382
303,282
107,278
43,011
92,862
114
5,282
4,889

856,100

December 31,
2017

$5,848
355,744

) (25,997 )
585,838

921,433
758,052

1,679,485

52,000
63,309
43,341
41,365
17,029
9,270
389
41,656
66,040
1,760
2,353
7,615
7,027

353,654

287,105
280,746
105,656
58,714
88,871
170
6,639
4,934

832,835
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The accompanying notes are an integral part of the unaudited condensed financial statements.
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Notes to Unaudited Condensed Consolidated Financial Statements
1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

GENERAL - South Jersey Industries, Inc. (SJI or the Company) currently provides a variety of energy-related
products and services primarily through the following wholly-owned subsidiaries:

SJI Utilities, Inc. (SJIU) is a holding company that owns South Jersey Gas Company, along with, as of July 1, 2018,
Elizabethtown Gas and Elkton Gas (see "Acquisitions" below).

South Jersey Gas Company (SJG) is a regulated natural gas utility. SJG distributes natural gas in the seven
southernmost counties of New Jersey.

South Jersey Energy Company (SJE) acquires and markets natural gas and electricity to retail end users and
provides total energy management services to commercial, industrial and residential customers.

South Jersey Resources Group, LLC (SJRG) markets natural gas storage, commodity and transportation assets along
with fuel management services on a wholesale basis in the mid-Atlantic, Appalachian and southern states.

South Jersey Exploration, LLC (SJEX) owns oil, gas and mineral rights in the Marcellus Shale region of
Pennsylvania.

Marina Energy, LLC (Marina) develops and operates on-site energy-related projects. It currently operates projects in
New Jersey, Maryland, Massachusetts and Vermont. The significant wholly-owned subsidiaries of Marina include:

*ACB Energy Partners, LLC (ACB) owns and operates a natural gas fueled combined heating, cooling and power
facility located in Atlantic City, New Jersey.

*AC Landfill Energy, LLC (ACLE), BC Landfill Energy, LLC (BCLE), SC Landfill Energy, LLC (SCLE) and SX
Landfill Energy, LLC (SXLE) own and operate landfill gas-to-energy production facilities in Atlantic, Burlington,
Salem and Sussex Counties located in New Jersey.

*MCS Energy Partners, LLC (MCS), NBS Energy Partners, LLC (NBS) and SBS Energy Partners, LLC (SBS) own
and operate solar-generation sites located in New Jersey.

South Jersey Energy Service Plus, LLC (SJESP) serviced residential and small commercial HVAC systems, installed
small commercial HVAC systems, provided plumbing services and serviced appliances under warranty via a
subcontractor arrangement as well as on a time and materials basis. On September 1, 2017, SJESP sold certain assets
of its residential and small commercial HVAC and plumbing business to a third party. SJESP continues to receive
commissions paid on service contracts from the third party and will do so on a go forward basis.

SJI Midstream, LLC (Midstream) invests in infrastructure and other midstream projects, including a current
project to build an approximately 118-mile natural gas pipeline in Pennsylvania and New Jersey.

BASIS OF PRESENTATION - SJI's condensed consolidated financial statements include the accounts of SJI, its
wholly-owned subsidiaries (including SJG) and subsidiaries in which SJI has a controlling interest. SJI eliminates all
significant intercompany accounts and transactions. In management’s opinion, the unaudited condensed consolidated
financial statements of SJI and SJG reflect all normal and recurring adjustments needed to fairly present their
respective financial positions, operating results and cash flows at the dates and for the periods presented. SJI's and
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SJG's businesses are subject to seasonal fluctuations and, accordingly, this interim financial information should not be
the basis for estimating the full year’s operating results. As permitted by the rules and regulations of the Securities and
Exchange Commission (SEC), the accompanying unaudited condensed consolidated financial statements of SJI and
SJG contain certain condensed financial information and exclude certain footnote disclosures normally included in
annual audited consolidated financial statements prepared in accordance with accounting principles generally accepted
in the United States of America (GAAP). These financial statements should be read in conjunction with SJI'’s and
SJG's Annual Reports on Form 10-K for the year ended December 31, 2017 for a more complete discussion of the
accounting policies and certain other information.
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Certain reclassifications have been made to SJI's and SJG's prior period condensed consolidated statements of income
to conform to the current period presentation. The non-service cost components of net periodic pension and
postretirement benefit costs are now included as a reduction to Other Income and Expense, as opposed to being
recorded as an Operations Expense, to conform with ASU 2017-07, which is described below under "New Accounting
Pronouncements." This caused a reduction to both Operations Expense and Other Income on the condensed
consolidated statements of income for the three and six months ended June 30, 2017. This also caused a
reclassification to SJI's prior period segments disclosure in Note 6 to increase Operating Income within both the Gas
Utility Operations and Corporate & Services segments for the three and six months ended June 30, 2017.

Certain reclassifications have been made to SJI's prior period segments disclosures to conform to the current period
presentation. The activities of SJI Midstream, which were presented in the Corporate & Services segment during the
three and six months ended June 30, 2017, are now separated into the Midstream segment for the same periods in
2018. This caused prior period adjustments to Interest Charges, Income Taxes and Property Additions in Note 6.

ACQUISITIONS - In October 2017, SJI announced that it had entered into agreements to acquire the assets of
Elizabethtown Gas (ETG) and Elkton Gas (ELK) from Pivotal Utility Holdings, Inc., a subsidiary of Southern
Company Gas (collectively, the "Acquisition"). SJI, through its wholly-owned subsidiary SJIU, is acquiring the assets
of both companies for total consideration of $1.7 billion. The Acquisition closed on July 1, 2018 (see Note 17). In the
second quarter of 2018, SJI completed public equity offerings and issued long-term debt to help fund the Acquisition
(see Notes 4 and 14, respectively).

In connection with the Acquisition, SJI incurred the following fees during the three and six months ended June 30,
2018 (in millions):
Three Six
Months Months
Expense Type Ended Ended Line Item in the Condensed Consolidated Statements of Income
June 30,June 30,
2018 2018
Consulting & Legal $9.5 $ 15.0 Operations Expense
Interest Charges (A) 2.7 2.7 Interest Charges
Amortization (A,B) 5.3 79 Interest Charges
Ticking Fees (B) 0.5 1.7 Interest Charges
Total Costs (C) $18.0 $27.3

(A) These interest charges relate to debt that was issued during the second quarter of 2018 to fund a portion of the
purchase price for the Acquisition, along with the amortization of debt issuance costs incurred. See Note 14.

(B) Relates to a senior unsecured bridge facility (the “Bridge Facility”), which was entered into in the fourth quarter of
2017. This Bridge Facility was terminated as of June 30, 2018.

(C) All of these costs are included in the Corporate & Services segment.

Not included in the table above are costs incurred, including underwriting discounts and commissions, related to
equity and debt issuances of $6.5 million and $13.8 million, respectively, which are recorded in Premium on Common
Stock and Long-Term Debt (net of $0.1 million of amortization), respectively, on the condensed consolidated balance
sheet as of June 30, 2018. These equity and debt issuances were used to fund a portion of the Acquisition. See Notes 4
and 14.
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AGREEMENT TO SELL SOLAR ASSETS - On June 27, 2018, the Company, through its wholly-owned subsidiary,
Marina, entered into a series of agreements whereby Marina will sell its portfolio of solar energy assets (the
“Transaction”) to a third-party buyer. As part of the Transaction, Marina has agreed to sell 76 distributed solar energy
projects located at 143 sites across New Jersey, Maryland, Massachusetts and Vermont with total capacity of
approximately 204 MW and a net book value as of June 30, 2018 of $428.9 million (the “Projects”). Total consideration
for the Transaction is $347.9 million in cash. As part of the Transaction, Marina will sell the assets comprising the
Projects or, in some cases, 100% of the equity interests of certain special purpose companies wholly-owned by Marina
that own the assets comprising certain Projects, including MCS, NBS and SBS. The sale of individual Projects will
occur on a rolling basis as the conditions precedent to each closing are satisfied, including obtaining certain regulatory
filings and receipt of consents to assignment of project contracts and permits. Depending on the timing of closing with
respect to individual Projects, the individual purchase prices for those Projects may be adjusted to account for Project
revenues retained by Marina during the period prior to such closings, with a maximum aggregate downward
adjustment of approximately $5.4 million. Also in connection with the Transaction, Marina will lease certain of the
Projects that have not yet passed the fifth anniversary of their placed-in-service dates for U.S. federal income tax
purposes back from the buyer from the date each such project is acquired by the buyer until the later of the first
anniversary of the applicable acquisition date and the fifth anniversary
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of the applicable placed-in-service date of the project. The Company currently expects that all but one of the Projects
will satisfy all closing conditions on or before December 31, 2018; the remaining Project is expected to satisfy all
closing conditions on or before August 31, 2019.

The Company has recorded all of the assets related to these projects as Assets Held For Sale on the condensed
consolidated balance sheets as of June 30, 2018, where they will remain until closing conditions have been met and
the assets are transferred to the buyer.

IMPAIRMENT OF LONG-LIVED ASSETS - Long-lived assets that are held and used are reviewed for impairment
whenever events or changes in circumstances indicate carrying values may not be recoverable. Such reviews are
performed in accordance with ASC 360. An impairment loss is indicated if the total future estimated undiscounted
cash flows expected from an asset are less than its carrying value. An impairment charge is measured by the difference
between an asset's carrying amount and fair value with the difference recorded within Operating Expenses on the
condensed consolidated statements of income. Fair values can be determined by a variety of valuation methods,
including third-party appraisals, sales prices of similar assets, and present value techniques.

The Transaction described above under "Agreement to Sell Solar Assets" triggered an indicator of impairment as the
purchase price was less than the carrying amount for several of the assets being sold (but not all of them) and, as a
result, several assets were considered to be impaired. The Company measured the impairment loss as the difference
between the carrying amount of the respective assets and the fair value, which was determined using the purchase
price and the expected cash flows from the assets, including potential price reductions resulting from the timing
needed to satisfy all required closing conditions. As a result, the Company recorded an impairment charge within the
on-site energy production segment of $99.2 million (pre-tax) in Operating Expenses during the three and six months
ended June 30, 2018, to reduce the carrying amount of several assets to their fair market value. The Company
estimated the purchase price with the expectation that all but one of the Projects will satisfy all closing conditions on
or before December 31, 2018; the remaining Project is expected to satisfy all closing conditions on or before August
31, 2019.

No impairments were identified at SJG for the three and six months ended June 30, 2018. SJI recorded an impairment
charge of $0.3 million for the six months ended June 30, 2017 due to a reduction in the expected cash flows to be
received from a solar generating facility within the on-site energy production segment. No impairments charges were
identified at SJI for the three months ended June 30, 2017. For the three and six months ended June 30, 2017, no
impairments were identified at SJG.

REVENUE-BASED TAXES - SJG collects certain revenue-based energy taxes from its customers. Such taxes include
the New Jersey State Sales Tax and Public Utilities Assessment (PUA). State sales tax is recorded as a liability when
billed to customers and is not included in revenue or operating expenses. The PUA is included in both Utility Revenue
and Energy and Other Taxes and totaled $0.2 million for both the three months ended June 30, 2018 and 2017, and
$0.5 million and $0.6 million for the six months ended June 30, 2018 and 2017, respectively.

GAS EXPLORATION AND DEVELOPMENT - SJI capitalizes all costs associated with gas property acquisition,
exploration and development activities under the full cost method of accounting. Capitalized costs include costs
related to unproved properties, which are not amortized until proved reserves are found or it is determined that the
unproved properties are impaired. All costs r