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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF EH
SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2009
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df OHE
SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO
Commission file number 1-8359

NEW JERSEY RESOURCES CORPORATION

(Exact name of registrant as specified in its @rart

New Jersey 22-237646¢%
(State or other jurisdiction dncorporation or organizatiol (I.LR.S. Employe Identification Number
1415 Wyckoff Road, Wall, New Jersey 0771 732-93€-1480
(Address of principaexecutive offices (Registrar’'s telephone numbeincluding area code
Securities registered pursuant to Section 12 (bhefict:
Common Stock- $2.50 Par Value New York Stock Exchange
(Title of each class (Name of each exchange on which registe
Securities registered pursuant to Section 12 (thefict:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e08#turities Act.
Yes: X No:O0

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Act.
Yes:O No: X

Indicate by check mark whether the Registrant @9 filed all reports required to be filed by Sectib3 or 15 (d) of the Securit
Exchange Act of 1934 during the preceding 12 mofwngor such shorter period that the Registrang wejuired to file such reports), and
has been subject to such filing requirements ferpist 90 days.

Yes: X No:O0

Indicate by check mark whether the registrant hewsnitted electronically and posted on its corpok&feb site, if any, every Interacti
Data File required to be submitted and posted @auntsio Rule 405 of RegulationSduring the preceding 12 months (or for such srqgueriot
that the registrant was required to submit and posh files).
Yes:O No:O0

Indicate by check mark if disclosure of delinquéilers pursuant to Item 405 of RegulatiorkSs not contained herein, and will not
contained, to the best of the Registrarkhowledge, in definitive proxy or information ®ments incorporated by reference in Part Ill o
Form 10-K or any amendment to this Form 10-El

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller report
company. See definitions of “large accelerated fitaccelerated filer,” and “smaller reporting cpany” in Rule 12b-2 of the Exchange Act.

Large accelerated filer: [X] Accelerated filer: O Non-accelerated filer: O Smaller reporting company: O
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).
Yes:O No:Xxl

The aggregate market value of the Registea@dmmon Stock held by nonaffiliates was $1,417 456 based on the closing price
$33.98 per share on March 31, 2009 as reportedeN¢w York Stock Exchange.

The number of shares outstanding of $2.50 par v@hramon Stock as of November 24, 2009 was 41,585,24
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INFORMATION CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements contained in this report, inalgidwithout limitation, statements as to managenespectations and beliefs presel
in Item 1.—Business, under the captions “Naturas Géstribution—General;—Throughput;,—SeasonalityGiHs Revenues;—Gas Supply;
Regulation and Rates;—Competition”; “Energy SersicéRetail and Other”; “Environment,” and Item 3*tegal Proceedings.and in Part |
including “Management’s Discussion and Analysis Fdhancial Condition and Results of Operations” fam 7, and Quantitative an
Qualitative Disclosures About Market Risk” in IterA are forwardlooking statements within the meaning of the Pev@ecurities Litigatic
Reform Act of 1995. Forward-looking statements e#so be identified by the use of forward-lookingnt@ology such as “may,” “intend,”
“expect,” “believe” or “continue” or comparable inology and are made based upon managemexipectations and beliefs conceri
future developments and their potential effect uplenv Jersey Resources Corporation (NJR or the Compahere can be no assurance
future developments will be in accordance with nggmaents expectations or that the effect of future develepts on the Company will
those anticipated by management.

The Company cautions readers that the assumptiatsfarm the basis for forwaldoking statements regarding customer gro
customer usage, financial condition, results ofrapens, cash flows, capital requirements, marigit and other matters for fiscal 2009
thereafter include many factors that are beyondGbenpanys ability to control or estimate precisely, sucheastimates of future marl
conditions, the behavior of other market particisasnd changes in the debt and equity capital nsrRée factors that could cause ac
results to differ materially from NJR’expectations include, but are not limited tosthdiscussed in Risk Factors in Item 1A, as wethe
following:

« weather and economic conditions;

« NJR's dependence on operating subsidiaries;

« demographic changes in the New Jersey Natural #4G) service territory;

o the rate of NJNG customer growth;

- volatility of natural gas and other commodity pecnd their impact on customer usage, NJR Energyices’ NJRES) operatiol
and on the Compar's risk management effort

« changes in rating agency requirements and/or cratilitys and their effect on availability and coktapital to the Company;

- continued volatility or seizure of the credit markéhat would result in the increased cost andedeserd availability and acces:
credit at NJR to fund and support physical gasntmy purchases and other working capital need$J®RES, and all other non-
regulated subsidiaries, as well as negatively afiecess to the commercial paper market and ottwt-term financing markets
NJING to allow it to fund its commodity purchases ameet its sho-term obligations as they come di

« the ability to comply with debt covenan

» continued failures in the market for auction raewsities;

« the impact to the asset values and resulting higbsts and funding obligations of N's pension and postemployment benefit |
as a result of a continuing downturn in the finahanarkets

» the ability to maintain effective internal contrc

« accounting effects and other risks associated létlging activities and use of derivatives contre

« commercial and wholesale credit risks, includingditworthiness of customers and counterpar

- the ability to obtain governmental approvals andinancing for the construction, development anctragion of certain nc-
regulated energy investmen

» risks associated with the management of the Con’s joint ventures and partnershi

« the level and rate at which costs and expensemeuered and the extent to which they are allowebté recovered from custom
through the regulatory process in connection withstructing, operating and maintaining NJ' s natural gas distribution syste

« dependence on third-party storage and transpantédizlities;

« operating risks incidental to handling, storingnsporting and providing customers with natural gas

« access to adequate supplies of natural

« the regulatory and pricing policies of federal atate regulatory agencie

« the ultimate outcome of pending regulatory procegsli including the possible expiration of the Cowagon Incentive Progra
(CIP);

- the availability of an adequate number of apprdpriereditworthy counterparties and liquidity in thdolesale energy tradi
market;

. the disallowance of recovery of environmental-etlaéxpenditures and other regulatory changes;

« environmental-related and other litigation and otivecertainties; and

« the impact of NJR’s charter and bylaws on a poairiansaction.

While the Company periodically reassesses matesalls and uncertainties affecting the Compsmgsults of operations and finan
condition in connection with its preparation of mgement discussion and analysis of results of operatémtsfinancial condition contain
in its Quarterly and Annual Reports, the Compangsdaot, by including this statement, assume angatixdn to review or revise any partict
forward-looking statement referenced herein intlighfuture events.
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ITEM 1. BUSINESS

ORGANIZATIONAL STRUCTURE

New Jersey Resources Corporation (NJR or the Coyjpiana New Jersey corporation formed in 1981 pam$uo a corpora
reorganization. The Company is an energy serviolding company providing retail and wholesale egesgrvices to customers in states f
the Gulf Coast to the New England regions, inclgdihe MidContinent region, the West Coast and Canada. Thep@ny is an exem
holding company under section 1263 of the EnerdicfPéct of 2005. NJR'’s subsidiaries and businessekide:

New Jersey Natural Gas (NJNG), a local natural djaribution company that provides regulated retatural gas service to
approximately 487,000 residential and commerciat@amers in central and northern New Jersey andcjpetes in the off-system
sales and capacity release markets. NIJNG is regulby the New Jersey Board of Public Utilities (BPahd comprises the
Company’s Natural Gas Distribution segment.

NJR Energy Services (NJRES) is the Company’s graichon-utility subsidiary. It maintains and tracisaaround a portfolio of

physical assets consisting of natural gas storagetransportation contracts. Also, NJRES providéslesale energy management

services to other energy companies. NJRES compghiseSompany’s Energy Services segment.

NJR also has retail and other operations (Retdil@ttner) , which includes the following companies:

NJR Energy Investments (NJREI), an unregulatedlia#i that consolidates the Comp’s unregulated energselatec
investments. NJREI includes the following whollymed subsidiaries

*

NJR Energy Holdings, a company that invests prilman energ-related ventures through its subsidiary, NJNR Rig
(Pipeline), which holds the Compasy5.53 percent interest in Iroquois Gas and Trasson System, LP (Iroquois) &
another subsidiary, NJR Storage Holdings Comparjchvowns NJR Steckman Ridge Storage Company, whiddis th
Companys 50 percent combined interest in Steckman Ridge IG&GE and Steckman Ridge, LP (collectively, Steck
Ridge), a natural gas storage facility that hasltlsveloped with a partner in western Pennsylv:

NJR Investment, a company that makes and holdainegherg-related investments, primarily through equity instents ¢
public companies

NJR Energy Corporation (NJR Energy), a companyithegsts in ener¢-related ventures

NJR Clean Energy Ventures, a subsidiary formed®92 which the Company plans to use to investearmlenergy project

NJR Retail Holdings (Retail Holdings), an unregethtaffiliate that consolidates the Comp’s unregulated retail operatio
Retail Holdings consists of the following wholly oed subsidiaries

*

NJR Home Services (NJRHS), a company that provigeding, ventilation and cooling (HVAC) service agpand contras
services

Commercial Realty & Resources (CR&R), a company liadds and develops commercial real est

NJR Plumbing Services (NJRPS), a company that gesvplumbing repair and installation servic

NJR Service (NJR Service), an unregulated compdrat provides shared administrative services, inolydcorporat
communications, financial and planning, internatligulegal, human resources and information teabgywlfor NJR and &
subsidiaries

BUSINESS SEGMENTS

The Company operates within two reportable busisegments: Natural Gas Distribution and Energy iSesv

The Natural Gas Distribution segment consists glileed energy and offystem, capacity and storage management operadindghi
Energy Services segment consists of unregulatedieséie energy operations.

Page
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ITEM 1. BUSINESS (Continued)

NATURAL GAS DISTRIBUTION
General

NJING provides natural gas service to approximad@y,000 customers. Its service territory encommadsgl6é square miles, cover
105 municipalities with an estimated populatioria@f million people.

NJING's service territory is in New JerssyWonmouth and Ocean counties and parts of Budimg¥lorris and Middlesex counties. |
primarily suburban, with a wide range of culturatlaecreational activities and highlighted by apimately 100 miles of New Jersey coastl
Itis in close proximity to New York City, Philag#iia and the metropolitan areas of northern Newejeand is accessible through a netwo
major roadways and mass transportation. NJNG afg&tl and 7,175 new customers and added naturdlegdsand other services to ano
709 and 728 existing customers in fiscal 2009 &0@B2respectively. NJNG’new customer annual growth rate of approximatetypercent
expected to continue with projected additions ie thnge of approximately 12,000 to 14,000 new ensts over the next two years. 1
anticipated customer growth represents approxima8l4 million in expected new annual utility grasesrgin as calculated under NJNG’
Conservation Incentive Program (CIP) tariff.

In assessing the potential for future growth irsésvice area, NJNG uses information derived froomty and municipal planning boa
that describes housing developments in variousestagapproval. Furthermore, builders in NJNGérvice area are surveyed to determine
development plans for future time periods. NJNG dlae periodically engaged outside consultantssistin its customer growth projectic
In addition to customer growth through new congiaumg NJNG's business strategy includes aggressively purstomyersions from oth
fuels, such as electricity, propane and oil. Then@any estimates that, during fiscal 2010, approtegab0 percent of NIJNG’ projecte
customer growth will consist of conversions.

Throughput

For the fiscal year ended September 30, 2009, tipgneevenues and throughput by customer class agfellows:

Operating Revenues Throughput
(Thousands) (Bcf)
Residentia $ 686, 79¢ 63% 43.¢ 33%
Commercial and othe 144,56! 13 9.8 7
Firm transportatiol 40,35¢ 4 9.4 7
Total residential and commercial 871,71¢ 80 62.¢ 47
Interruptible 5,711 1 4.1 3
Total system 877,43( 81 66.¢ 50
Incentive program 204,57 19 66.1 50
Total $ 1,082,00 10C% 133.( 10(%

In fiscal 2009, no single customer represented rtfae 10 percent of total NJNG operating revenue.
Seasonality of Gas Revenues

As a result of the heat-sensitive nature of NJdN@sidential customer base, therm sales are isignify affected by weather conditio
Specifically, customer demand substantially incesaduring the winter months when natural gas igl Use heating purposes. Weat
conditions directly influence the volume of natugals delivered to customers. The relative measureofehe impact of weather is in degree-
days. Degree-day data is used to estimate amofieiseogy required to maintain comfortable indoanperature levels based on each day’
average temperature. A degréay is the measure of the variation in the wealased on the extent to which the average daily ¢eatpre fall
below 65 degrees Fahrenheit. Each degree of tetoperaelow 65 degrees Fahrenheit is counted atheatng degreeay. Normal heatir
degree-days are based on a 20-year average, tattbksed upon three reference areas represerdbtdING’s service territory.

Effective October 1, 2006, the New Jersey Boar@ublic Utilities (BPU) authorized a thrgear CIP pilot program, which decoup
the link between customer usage and NJN@ility gross margin, allowing NJNG to promoteegyy conservation measures. During the ter
the pilot, the Weather Normalization Clause (WN@svsuspended and replaced with the CIP trackingnamésm, which addresses utility gr
margin variations related to both weather and eostausage. Recovery of such utility gross margsuigiect to additional conditions includ
an earnings test and an evaluation of Basic Gapl$@ervicerelated savings achieved. In May 2008, NIJNG fiksdHetition for the annt
review of its CIP. On October 3, 2008, the BPU appd the CIP petition on a provisional basis, gffecthe date of the order, and on Jur
2009, the BPU issued their final order approving rlites on a permanent basis. On April 1, 2009,&Nddbmitted a proposal to extend its
mechanism, as currently structured, until Octobefd10. The extension was requested due to theéncdmg nature of energy efficien
programs at the state and federal levels in coneitit the issuance of the economic stimulus prografts of October 1, 2009, the CIP \
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ITEM 1. BUSINESS (Continued)

As a result of increases in NJNsGoperation, maintenance and capital costs, NJNEoped the BPU, on November 20, 2007
increase base rates for delivery service. Thiseenis consistent with NJIN&objectives of providing safe and reliable serv@és custome
and earning a markéiased return on its regulated investments. On @ct8b 2008, the BPU unanimously approved a revémcrease i
NJNC's base rates of $32.5 million as well as certéianges in the design of its tariff rates.

For additional information regarding the CIP, ddanagement’s Discussion and Analysis—Natural Gastribution Operationsanc
Note 2. Regulatioin the accompanying Consolidated Financial Statesnen

Gas Supply

Firm Natural Gas Supplies

NJING'’s gas supply portfolio consists of long-terovdr seven months), wintéerm (for the five winter months of November thra
March) and shorterm contracts. In fiscal 2009, NJING purchasedfgaa 95 suppliers under contracts ranging from dag to one year.
fiscal 2009, NIJNG purchased over 10 percent ofdtsiral gas from two suppliers, Southwestern En&ggvices Company and Devon |
Services, LP. NING believes the loss of any onallasf these suppliers would not have a materialeaske impact on its results of operatis
financial position or cash flows as an adequatebemof alternative suppliers exist. NJNG believest its supply strategy should adeque
meet its expected firm load over the next sevezaly.

Firm Transportation and Storage Capacity

In order to take delivery of firm natural gas suepl which ensures the ability to reliably servit®e customers, NJNG mainta
agreements for firm transportation and storage agpwith several interstate pipeline companiesNBJreceives natural gas at eight city 1
stations located in Middlesex, Morris and Passaimtes in New Jersey.

The pipeline companies that provide firm transp@taservice to NJNG city gate stations, the maximum daily deliveigbibf tha:
capacity in dekatherms (dths) and the contractratiph dates are as follows:

Maximum daily

Pipeline deliverability (dths) Expiration
Algonquin Gas Transmissic 12,00( 2011
Columbia Gas Transmission Co 20,00( 2024
Tennessee Gas Pipeline ( 35,89/ Various dates between 2011 and 2
Texas Eastern Transmission, L 488,73t Various dates between 2014 and 2
Transcontinental Gas Pipe Line Ca 22,53 2014

579,16:

The pipeline companies that provide firm contraensportation service for NJNG and supply the abgipelines are ANR Pipelii
Company, Iroquois Gas Transmission System, Tenagsss Pipeline, Dominion Transmission Corporatiod @olumbia Gulf Transmissi
Company.

In addition, NJNG has storage and related tranapiort contracts that provide additional maximumddeliverability to NJNG$ city
gate stations of 102,941 dths from storage fietdisi Northeast market area. The storage supplisesmaximum daily deliverability of tt
storage capacity and the contract expiration datess follows:

Maximum daily

Pipeline deliverability (dths) Expiration

Texas Eastern Transmission, L 94,557 2014

Transcontinental Gas Pipe Line Ca 8,384 2014
102,94:

Page <
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ITEM 1. BUSINESS (Continued)

NJING also has upstream storage contracts, maxinailsndkliverability and contract expiration datesfallows:

Maximum daily

Company deliverability (dths) Expiration

ANR Pipeline Compan 39,83 2013

Central NY Oil & Gas (Stagecoac 47,06¢ 2011

Dominion Transmission Corporati 103,71 Various dates between 2012 and 2
190,61

NJING utilizes its transportation contracts to tgors gas from the ANR, Dominion and Stagecoachagi@ffields to NJNG's city gates.

Peaking Supply

To manage its winter peak day demand NJNG maintaiosliquefied natural gas (LNG) facilities with@mbined deliverability ¢
approximately 170,000 dths per day, which represapproximately 21 percent of its estimated peaksgadout. Sedkem 2. PropertiesNING
for additional information regarding the LNG stoed@cilities.

Basic Gas Supply Service

Wholesale natural gas prices are, by their veryneatvolatile. NJNG has mitigated the impact ofatibd price changes on custorr
through the use of financial derivative instrumemtkich are part of its financial risk managemermgpam, its storage incentive program an
Basic Gas Supply Service (BGSS) clause. BGSS iB@-&proved clause designed to allow for the recoeénmyatural gas commodity cos
The clause also requires all New Jersey naturaligities to make an annual filing by each Junfrlreview of BGSS rates and to reque
potential rate change to be effective the followidgtober 1. The BGSS also is designed to allow ewthral gas utility to provisiona
increase residential and small commercial custdB@8S rates up to 5 percent on December 1 and Fgbtuan a selimplementing basi
after proper notice and BPU action on the JunediliSuch increases are subject to subsequent BRéwrand final approval. Decreases in
BGSS rate and BGSS refunds can be implemented fiygodays’ notice to the BPU.

In March 2008, NJNG, the BPU Staff and the NeweleiBepartment of the Public Advocate, Division @ft& Counsel (Rate Couns
entered into a stipulation to resolve certain niattelated to NJNG' fiscal 2007 BGSS filing. This stipulation was epped by the BPU in Me
2008, and resulted in NIJNG recording a non-recgrsigitlement charge to its BGSS costs of $300,000.

In May 2008, NJNG filed for an increase to the péic BGSS factor to be effective October 1, 200&t tvould increase an aver:
residential heating customserbill by approximately 18.0 percent due to anéase in the price of wholesale natural gas. Sulesgdo th
filing, wholesale natural gas prices moderated andSeptember 22, 2008, NJNG, the Staff of the Bitd, Rate Counsel signed an agree
for an increase to the periodic BGSS factor thatldiincrease an average residential heating custerbél by approximately 8.9 percent.
October 3, 2008, and June 8, 2009, the BPU and Ratmsel approved the BGSS increase on a provisam final basis, respective
effective the date of the BPU order.

In June 2009, NJNG filed its annual BGSS and CliRdfiproposing a decrease of 17.6 percent for therage residential heati
customer of which 15.7 percent stems from the réoludn commodity costs based on the continuinglidedn the wholesale natural ¢
market. The balance of the rate change is relatethdanges to the CIP rate and a minor reductidhdoate related to collecting the remait
balance under the WNC.

In September 2009, the BPU approved, on a prowasibasis a decrease of approximately 19 percetitet@verage residential heal
customer of which 17.2 percent stems from the régiu¢o the BGSS price and the balance of rate ghés related to the CIP and WNC ri
as discussed above.

These rate changes, as well as other regulatoignactare discussed further Note 2. Regulatioin the accompanying Consolida
Financial Statements in Part Il, Item 8.

Page £
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ITEM 1. BUSINESS (Continued)

Future Natural Gas Supplies

NJING expects to meet the natural gas requiremenexisting and projected firm customers into thee§eeable future. If NJNG’s long-
term natural gas requirements change, NJNG wouldgatiate and restructure its contract portfolimponents to better match the chani
needs of its customers.

Regulation and Rates
State

NJING is subject to the jurisdiction of the BPU witlspect to a wide range of matters such as rdtesissuance of securities,
adequacy of service, the manner of keeping its wmdsoand records, the sufficiency of natural ggbuy pipeline safety, compliance w
affiliate standards and the sale or encumbrands pfoperties.

See Note 2. Regulatiorin the accompanying Consolidated Financial Statésnéor additional information regarding NJN&GTat:
proceedings.

Federal

The Federal Energy Regulatory Commission (FERClileggs rates charged by interstate pipeline conegdlfioir the transportation ¢
storage of natural gas. This affects NJSl@jreements for the purchase of such servicesseitéral interstate pipeline companies. Any ¢
associated with these services are recoverablaghrthe BGSS.

Competition

Although its franchises are nonexclusive, NJNGas ecurrently subject to competition from other matwgas distribution utilities wit
regard to the transportation of natural gas iséwice territory. Due to significant distancesizsn NIJNGS current large industrial custom
and the nearest interstate natural gas pipeliresyedl as the availability of its transportationiffa NJNG currently does not believe it |
significant exposure to the risk that its distribatsystem will be bypassed. Competition does dxish suppliers of oil, coal, electricity a
propane. At the present time, however, naturaligased in favor of alternate fuels in over 95 patmf new construction due to its efficie
and reliability. Natural gas prices are a functidmimarket supply and demand, although NJNG belienadgral gas will remain competitive w
alternate fuels, no assurance can be given inmehisrd.

The BPU, within the framework of the Electric Disedd and Energy Competition Act (EDECA), fully opendlJNG's residentic
markets to competition, including thipghrty suppliers, and restructured rates to segeatmBGSS and delivery (i.e., transportation) gsiclr
the absence of any third-party supplier, BGSS rbagprovided by the state’s natural gas utilities. $2ptember 30, 2009, NJNG had 14,608
residential and 6,357 commercial and industrial customers utilizing tihensportation service. Based on its current andepted level ¢
transportation customers, NJNG expects to use xistirg firm transportation and storage capacityfuly meet its firm sales contre
obligations.

ENERGY SERVICES

NJRES provides unregulated wholesale energy serédnd engages in the business of optimizing nagasistorage and transporta
assets. The rights to these assets are contrgcagallired in anticipation of delivering naturabgar performing asset management activitie
our customers or in conjunction with identifyingpeirage opportunities that exist in the marketplabeese arbitrage opportunities occur
result of price differences between market locatiand/or time horizons. These activities are cotetli the market areas in which we F
expertise and include states from the Gulf Coast Mid-continent regions to the Appalachian and Northeegitons, the West Coast ¢
Canada.

More specifically, NJRES activities consist of tf@lowing elements, while focusing on maintaining l@w-risk operating ar
counterparty credit profile:

* Identifying and benefiting from variations in pmg of natural gas transportation and storage ashetsto location or timir
differences of natural gas prices to generate Girmmargin (as defined below

* Providing natural gas portfolio management servioesonaffiliated utilities and electric generatifatilities;

* Leveraging transactions for the delivery of natga to customers by aggregating the natural gasnoality costs and transportat
costs in order to minimize the total cost requite@grovide and deliver natural gas to NJRE&Stomers by identifying the lowest ¢
alternative with the natural gas supply, transpimaavailability and markets to which NJRES iseab access through its busir
footprint and contractual asset portfolio; ¢
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ITEM 1. BUSINESS (Continued)

* Managing economic hedging programs that are degdigmenitigate adverse market price fluctuationgdtural gas transportation ¢
storage commitment

NJRES views “financial margin” as its key financiakeasurement metric. NJRES’ financial margin, whikla nonGAAP financia
measure, represents revenues earned from the fsalural gas less costs of natural gas sold, p@tation and storage, and excludes
accounting impact from the change in fair valuaefivative instruments designed to hedge the ecanonpact of transactions that have
been settled, which represent unrealized gaindasses, and the effects of economic hedging owdhee of our natural gas in storage. NJI
uses financial margin to gauge operating resulgsnag established benchmarks and earnings targdtseiminates the impact of volatility
GAAP earnings that can occur prior to settlemerthefphysical commodity portion of the transactiand therefore NJRES believes it is n
representative of its overall expected economialtes

NJRES focuses on creating value from underutilizatliral gas assets, which are typically amassedighr contractual rights to natt
gas transportation and storage capacity. NJRESI&asloped a portfolio of natural gas storage aadsyortation capacity in the Northe
Gulf Coast, Mideontinent and Appalachian regions, the West Coadt @anada. These assets become more valuable wites phang
between these areas and across time periods. ©rwarfl basis, NJRES will lock in these price diéfetials through the use of finan
instruments. In addition, NJRES seeks to optimimseé assets on a daily basis as market conditimarsge by evaluating all the natural
supplies, transportation and opportunities to wtitchas access. This enables NJRES to capture ggluigrpricing differences across th
various regions as delivered natural gas priceagdas a result of market conditions. NJRES focasesarning a financial margin on a sir
original transaction and then utilizing that tractgan, and the changes in prices across the regipasross time periods as the basis to fu
improve the initial result.

NJRES also participates in park-alodn transactions with pipeline counterparties, wh¢JRES will park (store on the pipeline) nat
gas to be redelivered to NJRES at a later dat@wpl (receive a loan of natural gas from the piygglto be returned to the pipeline at a |
date. In these cases, NJRES evaluates the econofriles transaction to determine if it can captorieing differentials in the marketplace
order to be able to generate financial marginviawating these transactions NJRES will compardikeel fee it will pay to or receive from t
pipeline, along with other costs such as time vafimoney, and the resulting spread it can genevaen considering the market price at
beginning and end of the time period of the parloan. When the transaction allows NJRES to geeexdinancial margin, NJRES will fix t
financial margin by economically hedging the trastiga with natural gas futures.

NJRES has built a portfolio of customers includilegal distribution companies, industrial companietectric generators, ret
aggregators and other wholesale marketing compafass to these customers have allowed NJRES¢oalge its transportation and stor
capacity and manage sales to these customersaggregate fashion. This strategy allows NJRES tmetxmore value from its portfolio
natural gas storage and pipeline transportatiomapthrough the arbitrage of pricing differen@ssa result of locational differences or ¢
different periods of time.

In conducting its business, NJRES mitigates riskdipwing formal risk management guidelines, irdihg transaction limits, approy
processes, segregation of duties, and formal ocnérad credit review and approval procedures. NJR&S8inuously monitors and seeks
reduce the risk associated with its credit expaswith its various counterparties. The Risk ManagehCommittee (RMC) of NJR overs
compliance with these established guidelines.

In fiscal 2009, NJRES had one customer, who reptedel4 percent of its total revenue. Managemelievss that the loss of tt

customer would not have a material effect on isfficial position, results of operations or caslwélas an adequate number of altern:
counterparties exist.
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OTHER BUSINESS OPERATIONS

RETAIL AND OTHER

Retail and Other operations consist primarily & tbllowing unregulated affiliates:
NJRHS, which provides service, sales and instatlatif appliances

NJR Energy Holdings, a company that invests in@y-related ventures through its subsidiary, Pipelmgich consists primarily of i
5.53 percent equity investment in Iroquois, whishai 412-mile natural gas pipeline from the New Y@dnadian border to Lo
Island, New York

NJR Steckman Ridge Storage Company, which hold€tmepan’s 50 percent equity investment in Steckman Ridtgckdnan Ridg
is a partnership, jointly owned and controlled jpsidiaries of the Company and subsidiaries of Badenergy Corporation, tt
built, owns and operates a 17.7 Bcf natural gasgofacility in western Pennsylvan

On June 5, 2008, the Federal Energy Regulatory sgiom (FERC) issued Steckman Ridge a certificteublic convenience al
necessity authorizing the ownership, constructiod aperation of its natural gas storage facilitg associated facilities. On April
2009, Steckman Ridge received authorization toeplartain injection related facilities into commat@peration. Customers he
begun to inject natural gas inventory in preparafar the initial withdrawal season. An additiomtilling program will be reviewed

the third quarter of fiscal 2010. As of Septemb8r 3009, NJR has invested approximately $122.5ionilin Steckman Ridg
excluding capitalized interest and other directso$otal project costs related to the developnoérthe storage facility are currer
estimated at approximately $265 million, of whiclR\is obligated to fund 50 percent, or approxinya$32.5 million. Steckm:
Ridge may seek norecourse financing upon completion of the constoacend development of its facilities, thereby maily
reducing the final expected recourse obligatioiNGR. There can be no assurances that suchrezmrse project financing will

secured or available for Steckman Rid

CR&R, which holds and develops commercial realtes

As of September 30, 2009, CR/s real estate portfolio consisted of 31 acres afewrloped land in Monmouth County with a
book value of $6.5 million, 52 acres of undevelofpgd in Atlantic County with a net book value &.$ million and a 56,400-square-
foot office building on 5 acres of land in Monmow@lunty with a net book value of $8.9 million. TAttantic County location has .
acres under contract for sale and will be sold redeueloped land, subject to all approvals beingiokd. An additional 5 acres
undeveloped land in Monmouth County, with a netkbealue of $1.7 million, is also under contract éale and such sale is estimi

to close in fiscal 2010, subject to all approvaily obtained. The remaining 26 acres of undeveldged in Monmouth County wi

a net book value of $4.8 million will be developadsold based on market conditions. The specifietirame for development or s

is currently unknown

NJR Investment, a company that makes and holdaisesherg-related investments, primarily through equity iostents of publi
companies

NJR Energy, a company that invests in en-related ventures; ar

NJR Service, which provides shared administrative fanancial services to the Company and all itss@iaries.

ENVIRONMENT

The Company and its subsidiaries are subject tisl&gpn and regulation by federal, state and logathorities with respect

environmental matters. The Company believes th& ih compliance in all material respects with afiplicable environmental laws ¢
regulations.

NJING is responsible for the environmental remediatf five manufactured gas plant (MGP) sites, Whiontain contaminated resid

from former gas manufacturing operations that agadethese sites by the mi@50s and, in some cases, had been discontinued yean
earlier. In September 2009, NJNG updated an enviemtal review of the MGP sites, including a reviefapotential liability related to tt
investigation and remedial action on these sitesseB on this review, NJNG estimated that the totialre expenditures to remediate
monitor the five MGP sites for which it is respdaisiwill range from $146.7 million to $244.3 millio
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NJING's estimate of these liabilities is based upon knémats, existing technology and enacted laws agdlagions in place when t
review was completed. Where available informatesufficient to estimate the amount of the liapjlit is NJNG5S policy to accrue the fi
amount of such estimate. Where the informatioufcgent only to establish a range of possibléilidy, and no point within the range is m
likely than the other, it is NJNG’policy to accrue the lower end of the range. Assallt, NJNG has recorded an MGP remediationlifglainc
a corresponding Regulatory asset of $146.7 miliarthe Consolidated Balance Sheet; however, actsis may differ from these estima
NJING will continue to seek recovery of these ctistsugh its remediation rider. Sitem 3. Legal ProceedingsxdNote 13. Commitments &
Contingent Liabilitiesin the accompanying Consolidated Financial Statesnéor information with respect to environmental ttees an
material expenditures for the remediation of the M<hes.

CR&R is the owner of certain undeveloped land innkh@uth and Atlantic counties, New Jersey, with thook value at September
2009, of $8.6 million that is regulated by the psians of the Freshwater Wetlands Protection Ace{dhds Act), which restricts building
areas defined as “freshwater wetlands” and thairsition areas. Based upon a third-party envirotai@mgineers delineation of the wetlan
and transition areas in accordance with the pronsiof the Wetlands Act, CR&R will file for a Lettef Interpretation from the New Jer:
Department of Environmental Protection (NJDEP) asc@ls of land are selected for development. If HDEP reduces the amount
developable yield from CR&R’s current estimatesrae-down of the carrying value of the undevelopeatd may be required.

Taking into consideration the environmental engireeevised estimated developable yield for undewslopcreage and recer
negotiated sales, the Company does not believathaite-down of the carrying value of the Monmouth and Atia counties land is necess
as of September 30, 2009.

Although the Company cannot estimate with certafatyre costs of environmental compliance, whiahpag other factors, are subj
to changes in technology and governmental reguigtithe Company does not presently anticipate dditianal significant future expenditt
for compliance with existing environmental laws amgdjulations, other than for the remediation of ME&P sites discussed iNote 13
Commitments and Contingent Liabilitissthe accompanying Consolidated Financial Statéspevhich would have a material effect upon
capital expenditures, results of operations or cefitipe position of the Company or its subsidiaries

EMPLOYEE RELATIONS

As of September 30, 2009, the Company and its didris employed 900 employees compared with 85d@rees as of September
2008. Of the total number of employees, NIJNG ha?l @@d 399 and NJRHS had 97 and 94 union employees$ September 30, 2009 ¢
2008, respectively. NJNG and NJRHS have collechigegaining agreements with local 1820 of the Irdaéamal Brotherhood of Electric
Workers (IBEW), AFLCIO expiring in December 2011 and April 2010, retpely. The labor agreements cover wage increaselsothe
benefits during the term of the agreements. The oy considers its relationship with employees|uidiog those covered by collect
bargaining agreements, to be good.
AVAILABLE INFORMATION AND CORPORATE GOVERNANCE DOCU MENTS

The following items are available free of chargeaur website ahttp://njr360.client.shareholder.com/sec.cim soon as reasona
possible after filing or furnishing them with thecirities and Exchange Commission (SEC):

e Annual reports on Form -K;
e Quarterly reports on Form -Q; and
e Current reports on Formr-K.

In addition, on our website &tttp://njr360.client.shareholder.com/governance.cfthe following documents are also available fre
charge:

* Corporate governance guidelin

*  Principal Executive Officer and Senior FinanciafiGdrs Code of Ethics
* Wholesale Trading Code of Condu

* NJR Code of Conduct; ar

* the charters of the following Board Committees: Audeadership Development and Compensation and iheting/Corporat
Governance
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ITEM 1. BUSINESS (Continued)

A printed copy of each is available free of chaigany shareholder who requests it by contactiegQbrporate Secretary at New Je
Resources Corporation, 1415 Wyckoff Road, Wall, 0V 19.

ITEM 1A. RISK FACTORS

When considering any investment in NgRecurities, investors should consider the follgninformation, as well as the informat
contained under the caption “Forward Looking Statets,” in analyzing the Comparsypresent and future business performance. Wh#dist
is not exhaustive, NJR’s management also placgsianty or likelihood based on their descriptiamsorders of presentation.

Financial Risks

Inability of NJR and/or NJNG to access the finahamarkets and conditions in the credit markets daoafffect managemestability tc
execute their respective business plans.

NJR relies on access to both short-term and teng-credit as significant sources of liquidity frapital requirements not satisfied by
cash flow from operations. Any deterioration in NgRinancial condition could hamper its ability tocass the credit markets or othen
obtain debt financing. Because certain state régylaapprovals may be necessary in order for NJdl@dur debt, NJNG may not be able
access credit markets on a timely basis.

External events could also increase the cost afoladng or adversely affect the ability to access fimancial markets. Such exter
events could include the following:

* economic weakness in the United States or in thiems where NJR operate

financial difficulties of unrelated energy compas)i

» capital market conditions general

* market prices for natural ge

* the overall health of the natural gas utility inttysand
* fluctuations in interest rate

NJR and its subsidiaries’ ability to secure shertn financing is subject to conditions in the dradarkets. The volatility in the U.
credit markets and stricter bank credit policieveh@ontributed to a slowdown of lending by bankspwlonged constriction of cre
availability could affect management’s ability teeeute NJR’s, NJRES’ and NJIN&bhusiness plan. An inability to access capital timait the
ability to pursue improvements or acquisitions tHaR, or its subsidiaries, may otherwise rely arbfoth current operations and future growth.

Although NJRES and NJNG have strict credit risk agament policies and procedures, they execute alemytransactions wi
financial institutions as a part of their economeéxdging strategy and could incur losses associaitidthe inability of a financial counterpa
to meet or perform under its obligations as a tesfuhdverse conditions in the credit markets eirthbility to access capital or post collateral.

NJR is a holding company and depends on its opeyatiibsidiaries to meet its financial obligations.

NJR is a holding company with no significant assgter than possible cash investments and the sioitk operating subsidiaries. N
relies exclusively on dividends from its subsidiati on intercompany loans from its n@gulated subsidiaries, and on the repaymer
principal and interest from intercompany loans maxés subsidiaries for its cash flows. N§Ribility to pay dividends on its common st
and to pay principal and accrued interest on itstanding debt depends on the payment of dividem&&JR by certain of its subsidiaries or
repayment of loans to NJR by its principal subsidi& The extent to which NJ&®5subsidiaries do not pay dividends or repay fuod$JR ma
adversely affect its ability to pay dividends tdders of its common stock and principal and intetesolders of its debt.
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ITEM 1A. RISK FACTORS (Continued)

Credit rating downgrades could increase financingsts, limit access to the financial markets andatiggly affect NJR and
subsidiaries.

The debt of NING is currently rated by the ratiggrecies Moody’s Investor Services, Inc. and StathdaPoor’s as investment grade
such ratings are downgraded below investment gradepwing costs could increase, as will the cadtsnaintaining certain contracti
relationships and obtaining future financing. Everatings are downgraded without falling below @stment grade, NJR and NJNG can
face increased borrowing costs under their culyemtisting credit facilities. NJR and its subsidkat ability to borrow and costs of borrowi
have a direct impact on its subsidiaries' abilityexecute their operating strategies.

Additionally, lower credit ratings could adverselffect relationships with NJNG'state regulators, who may be unwilling to allodNE
to pass along increased costs to its natural gatsmers.

NJR is dependent on credit facilities and continaedess to capital markets to execute its operasingtegies, and failure by N
and/or NJNG to comply with debt covenants may impNa®&’s financial condition.

NJR and NJNG’s long-term debt obligations cont&iaricial covenants related to debtetapital ratios and an interest coverage rati
NJNG. These debt obligations also contain provisidrat put certain limitations on N's ability to finance future operations or capitaéds c
to expand or pursue certain business activities. éxample, certain of these agreements containigioms that, among other things,
limitations on our ability to make loans or investmis, make material changes to the nature of osinbsses, merge, consolidate or enga
asset sales, grant liens, or make negative pledgethermore, the debt obligations contain covenhamid other provisions requiring NJF
NJING to make timely delivery of accurate finandtdtements prepared in accordance with GAAP. Theardéato comply with any of the
covenants could result in an event of default, Whi€ not cured or waived, could result in the decation of outstanding debt obligatic
and/or the inability to borrow under existing revio credit facilities. NJNG has relied, and congs to rely, upon shotérm bank borrowing
or commercial paper supported by its revolving trizttility to finance the execution of a portiofits operating strategies. NJNG is depen
on these capital sources to purchase its natusasgaply and maintain its properties. The accateraif outstanding debt obligations of NJF
NJING and their inability to borrow under their giig revolving credit facilities would cause a nrékadverse change in NJR or NJ's
financial condition.

NJRES’ ability to conduct its business is dependpot the creditworthiness of NJR.

If NJR suffers a reduction in its credit and boriogvcapacity or in its ability to issue parentalagantees, the business prospec
NJRES, which rely on the creditworthiness of NJ®uld be adversely affected. NJRES would possiblydogiired to comply with vario
margin or other credit enhancement obligations uitdérading and marketing contracts, and it mayubable to continue to trade or be ab
do so only on less favorable terms with certainnterparties.

Continued failures in the market for auction-ratesrities could have a negative impact on NJNGiarftial condition.

NJNG is obligated with respect to a total of sike® of auction rate bonds totaling approximatedy #nillion (collectively, auctiorrate
securities or “ARS"). All of the ARS are investmegitade rated by Moody’'s Investor Services and Stah& Poors. NJNG has be
experiencing ARS failed auctions, which occur whiggre are not enough orders to purchase all o$¢harities being sold at the auction.
result of a failed auction, which does not sigrafgefault by NING, is that the ARS continue to pagrest in accordance with their terms (
there is a successful auction or until such timether markets for these securities develop. Howaymon an auction failure, the interest r
do not reset at a market rate established at aioaubut instead reset based upon a formula coediawithin the ARS, otherwise known ¢
“maximum auction rate,” which may be materially inég than the previous auction rate. The “maximuctian rate”for the ARS is the less
of (i) 175 percent of onezonth LIBOR or (ii) either 10 percent or 12 percpat annum, as applicable to such series of the.ARSuld futur
auctions fail and interest rates on the ARS coetittube established at the maximum auction ratB|G\§ average cost of borrowing could
above historic levels, which could materially andversely affect both NJNG’s and N3R¢ash flows, results of operations and final
condition. Although NJR is reviewing alternative tmeds for refinancing the ARS at NJNG on a contigubasis, NJR cannot assure
alternative sources of financing can be implemeiriedtimely manner.
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ITEM 1A. RISK FACTORS (Continued)

The cost of providing pension and postemploymeaitiheare benefits to eligible former employeestibject to changes in pension fi
values and changing demographics and may have ariabadverse effect on NJR'’s financial results

NJR has two defined benefit pension plans and watgmployment health care plans (OPEB) for the fitesfesubstantially all fulltime
employees and qualified retirees. The cost of gliogi these benefits to eligible current and forraemployees is subject to changes in
market value of the pension and OPEB fund assk&sging discount notes and changing demographickjding longer life expectancy
beneficiaries, an expected increase in the numhbarigible former employees over the next five yeand increases in health care costs.

Any sustained declines in equity markets and reduostin bond yields may have a material adversecefin the funded status of N3R’
pension and OPEB plans. In these circumstancesNRbe required to recognize increased pensiorO&iEB expenses and/or be require
make additional cash contributions into the plans.

The funded status of these plans, and the relaistireflected in NJR' financial statements, are affected by variousofacthat ar
subject to an inherent degree of uncertainty, @algily in the current economic environment. Unttee Pension Protection Act of 20
continued losses of asset values may necessitagased funding of the plans in the future to nmeieimum federal government requireme
A continued downward pressure on the asset vallidsese plans may require NJR to fund obligatioadier than it had originally planne
which would have a negative impact on cash flowsnfloperations, decrease N3Rjorrowing capacity and increase its interest rspas
result of having to fund these obligations.

If we do not maintain an effective system of iraecontrol we could have one or more material wesdges in internal control ov
financial reporting, which may result in unreliadi@ancial statement:

Section 404 of the Sarbanes-Oxley Act of 2002 meguNJRS management to make an assessment of the deslgeffantiveness
internal controls. It also requires NdRhdependent registered public accounting firraudit the design and effectiveness of these cansim
to form an opinion on both management’s assessiaahtthe effectiveness of these controls. Manageémemgoing assessment of tr
controls may identify areas of weakness in cordedign or effectiveness, which may lead to the kemian that a material weakness in inte
control exists. NJ® independent public registered accounting firm lap identify control deficiencies, which may ldaddentification of
material weakness in internal control. While NgRYystem of internal controls is reviewed perioliicéhere exist inherent limitations to cont
effectiveness. To the extent NJR identifies futmeaknesses or deficiencies, NJR may not be abprdduce reliable financial stateme
which could result in a loss of investor confiderss®el a decline in its stock value. In addition, ldHoONJR not be able to produce relic
financial statements, it could limit NJR’s and NJN@bility to access the capital markets.

Economic hedging activities of NJR designed togmoagainst commodity and financial market riskg/roause fluctuations in report
financial results, and N.'s stock price could be adversely affected as altes

Although NJR uses derivatives, including futureswards, options and swaps, to manage commodityfiandcial market risks, ti
timing of the recognition of gains or losses onstheconomic hedges in accordance with generallgpaed accounting principles used in
United States of America (GAAP) does not alwaysicioie with the gains or losses on the items beeudpghd. The difference in accounting
result in volatility in reported results, even tigbuthe expected profit margin is essentially ungeanfrom the dates the transactions \
consummated.

Operational Risks

NJNG's operations are subject to certain operating rigksidental to handling, storing, transporting amdoviding customers wi
natural gas.

NJNG's operations are subject to all operating hazandsiaks incidental to handling, storing, transjpmgrtand providing customers w
natural gas. These risks include explosions, gohliytrelease of toxic substances, fires, stormsadner adverse weather conditions and haz
each of which could result in damage to or deswnadf facilities or damage to persons and propéftgny of these events were to occur, |
could suffer substantial losses. Moreover, as alttddJR has been, and likely will be, a defendariegal proceedings and litigation arising
the ordinary course of business. Although NJR nadiistinsurance coverage, insurance may not beciuftito cover all material expen
related to these risks.
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Major changes in the supply and price of naturas gaay affect financial results.

While NJNG expects to provide for the demand ofcitstomers for the foreseeable future, factors atip@ suppliers and other th
parties, including increased competition, furtheregjulation, transportation costs, possible clincatnge legislation, transportation availab
and drilling for new natural gas resources, mayaaotghe supply and price of natural gas. NJNG eftihedges against the fluctuation in
price of natural gas by entering into forward aiméficial contracts with third parties. Should thtged parties fail to perform, it may result i
loss that could have a material impact on the firerposition, cash flows and statement of openstiof NJR.

NJING and NJRES rely on third parties to supply redtgas.

NJING's ability to provide natural gas for its presand projected sales will depend upon its supgligbility to obtain and deliv
additional supplies of natural gas, as well as NB\#hility to acquire supplies directly from new sms. Factors beyond the control of NJ
its suppliers and the independent suppliers whe ludigations to provide natural gas to certain 8Jdistomers, may affect NJN&Gability tc
deliver such supplies. These factors include opfaties’ control over the drilling of new wells and the f&@s to transport natural gas
NJNC's city gate stations, competition for the acquasitof natural gas, priority allocations, impactselvere weather disruptions to natural
supplies, the regulatory and pricing policies afdeal and state regulatory agencies, as well aavaiability of Canadian reserves for expol
the United States. Energy deregulation legislati@y increase competition among natural gas usligied impact the quantities of natural
requirements needed for sales service.

NJRES also relies on a firm supply source to misetriergy management obligations for its custon&nsuld NJRESSuppliers fail ti
deliver supplies of natural gas, there could beatenal impact on its cash flows and statementpefrations.

The use of derivative contracts in the normal ceur NJRESbusiness could result in financial losses that riegdy impact results
operations.

NJRES uses derivatives, including futures, forwaogdions and swaps, to manage commodity and finarmarket risks. NJRES cot
recognize financial losses on these contractsrasut of volatility in the market values of thedemlying commodities or if a counterparty fi
to perform under a contract. In the absence ofelgtiquoted market prices and pricing informatioonfi external sources, the valuation of tt
financial instruments can involve managemeijtidgment or use of estimates. As a result, clmngehe underlying assumptions or us
alternative valuation methods could adversely affiee value of the reported fair value of theseticats.

Adverse economic conditions including inflatiorgraased natural gas costs, foreclosures, and bssif@lures could adversely imp
NJNC's customer collections and increase its leveholebtedness.

Inflation has caused increases in certain operatimd) capital costs. NJR has a process in placeribnually review the adequacy
NJNC's rates in relation to the increasing cost of pimg service and the inherent regulatory lag irustilig those rates. The ability to con
expenses is an important factor that will influefigteire results.

Rapid increases in the price of purchased gas mayecNING to experience a significant increaséantgéerm debt because it must |
suppliers for gas when it is purchased, which ocarsignificantly in advance of when these costs tmayecovered through the collectior
monthly customer bills for gas delivered. Increasegurchased gas costs also slow collection effast customers are more likely to delay
payment of their gas bills, leading to higher-thmeormal accounts receivable. In addition, the extenecession in the U.S. has led to incre:
unemployment, foreclosures in the housing marlaatsl, the discontinuation of some commercial busesesisat fall within NJNG servic
territory. These situations can result in highesrsterm debt levels and increased bad debt expense

Changes in weather conditions may affect earningbaash flows.

Weather conditions and other natural phenomenaase an adverse impact on earnings and cash fideusere weather conditions
impact suppliers and the pipelines that deliver gablJNGSs distribution system. Extended mild weather, dyrither the winter period
summer period, can have a significant impact onatetrfor and the cost of natural gas. While NJRelvels the CIP mitigates the impac
weather variations on its gross margin, severe lwvegatonditions may still have an impact on theigbdf suppliers and pipelines to deliver
natural gas to NIJNG, which can negatively affecRdJearnings. The CIP does not mitigate the impactnofsual weather conditions on
cash flows.
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Termination of NJNG’s CIP may lead to a decreaseamings and cash flows.

Customer conservation efforts have been increamias a result NJNG has seen a decrease in vohfmmesural gas delivered to
customers. NJNG' CIP has a usage component that is intended tgatetthe impact to earnings as a result of redostin customer usay
NJING has requested an extension of the CIP, bittisf not renewed or replaced with a similar meddianto decouple the link betwe
customer usage and NJNG'’s utility gross margin, 83\results from operations and cash flows, and’sJBsults from operations and c
flows, could be adversely affected.

Changes in customer growth may affect earningscasth flows.

NJNG's ability to increase its utility firm gross marggdependent upon the new construction housindgehaas well as the additiol
conversion of customers to natural gas from otbel $ources. Should there be continued weakneb® ihousing market or a slowdown in
conversion market, there could be an adverse inpabtJNG'’s utility firm gross margin, earnings asabh flows.

NJRES’ earnings and cash flows are dependent upasset optimization strategy of its physical assestng financial transactions.

NJRES’ earnings and cash flows are based, in parits ability to optimize its portfolio of contraml-based natural gas storage
pipeline assets. The optimization strategy involuglzing its physical assets to take advantageliierences in natural gas prices betw
geographic locations and/or time periods. Any cleaamong various pricing points could affect thesiemntials, which in turn could affe
NJREY earnings and cash flows. NJRES incurs fixed denfeesl to acquire its contractual rights to storage taansportation assets. Shc
commodity prices at various locations or time pasichange in such a way that NJRES is not ablecaver these costs from its customers
cash flows and earnings at NJRES, and ultimateRg,dduld be adversely impacted.

NJRES is exposed to market risk and may incur sosseholesale services.

The storage and transportation portfolios at NJRBSsist of contracts to transport and store naaal commodities. If the values
these contracts change in a direction or manneéMNBRES does not anticipate, the value of NJRgBtfolio could be negatively impacted.
addition, upon expiration of these storage andsfrartation contracts, to the extent that they arewed or replaced at less favorable te
NJR'’s results of operations and cash flows could lgatieely impacted.

NJNG and NJRES rely on storage and transportat&sets that they do not own or control to delivetura gas.

NJNG and NJRES depend on natural gas pipelineotat storage and transportation facilities owned aperated by third parties
deliver natural gas to wholesale markets and toigeoretail energy services to customers. If trantgtion or storage is disrupted, including
reasons of force majeure, the ability of NJNG ardRES to sell and deliver their products and sesvinay be hindered. As a result, they
be responsible for damages incurred by their custensuch as the additional cost of acquiring leédtéve supply at then-current market rates.

Investing through partnerships or joint venturesmases NJR’s ability to manage risk.

NJR and its subsidiaries have utilized joint veasufor certain nomegulated energy investments, including Steckmasg®ian
Iroquois, and although they currently have no djeplans to do so, NJR and its subsidiaries mauie interests in other joint ventures in
future. In these joint ventures, NJR and its suibsies may not have the right or power to dire& thanagement and policies of the j
ventures, and other participants may take actiotrany to their instructions or requests and addhwr policies and objectives. In addition,
other participants may become bankrupt or have @oanor other business interests or goals thairerensistent with those of NJR and
subsidiaries. If a joint venture participant aatsttary to the interests of NJR or its subsidigriesould harm NJRS financial condition, resu
of operations or cash flows.
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ITEM 1A. RISK FACTORS (Continued)

Regulatory and Legal Risks

NJR is subject to governmental regulation. Comml@with current and future regulatory requiremeatsl procurement of necess
approvals, permits and certificates may resultubstantial costs to NJR.

NJR and its subsidiaries are subject to substardggulation from federal, state and local regulatauthorities. They are required
comply with numerous laws and regulations and ttaiobnumerous authorizations, permits, approval$ egrtificates from governmen
agencies. These agencies regulate various asgebtsrdusiness, including customer rates, sesvan®l natural gas pipeline operations.

The Federal Energy Regulatory Commission (FERC)rbgslatory authority over some of NdRdperations, including sales of nat
gas in the wholesale market and the purchase dadofanterstate pipeline and storage capacity. Algngressional legislation or age
regulation that would alter these or other simggatutory and regulatory structures in a way taifigantly raise costs that could not
recovered in rates from customers, that would redhe availability of supply or capacity, or thabwld reduce NJRB' competitiveness wot
negatively impact its earnings.

NJR and its subsidiaries cannot predict the impdcny future revisions or changes in interpretagiof existing regulations or t
adoption of new laws and regulations applicablthéam. Changes in regulations or the impositionddfitonal regulations could influence tr
operating environment and may result in substantats to them.

Risks related to the regulation of NJNG could dffhe rates it is able to charge, its costs angitsfitability.

NJING is subject to regulation by federal, state &wél authorities. These authorities regulate masgects of NJNG’ distributior
operations, including construction and maintenasfctacilities, operations, safety, rates that NJbl& charge customers, rates of return
authorized cost of capital, recovery of pipelinplaeement and environmental remediation costs efadionships with its affiliates. NIN&’
ability to obtain rate increases, including bage facreases, extend its incentive programs andataiaiits currently authorized rates of re
may be impacted by events, including regulatorylegiislative actions. There can be no assurance NGAIG will be able to obtain re
increases, continue its incentive programs or oomltithe opportunity to earn its currently authatizates of return.

Significant regulatory assets recorded by NIJNG ddud disallowed for recovery from customers infthere.

NJING records regulatory assets on its financiaéstants to reflect the ratemaking and regulatogjsitan-making authority of the BP
as allowed by current GAAP. The creation of a ratprly asset allows for the deferral of costs whadtgent a mechanism to recover such
from customers in rates approved by the BPU, wbeldharged to expense on its income statementaBriragulatory assets that are subje
BPU approval include the recovery of BGSS and UsizeService Fund (USF) costs, remediation costecated with its MGP sites, the C
WNC, the New Jersey Clean Energy program, econatimculus plans and pension and other postemploymplamis. If there were to be
change in regulatory position surrounding the otibe of these deferred costs there could be anmahtmpact on NJNGS financial positior
operations and cash flows.

NJR'’s charter and bylaws may delay or prevent agection that stockholders would view as favorable.

The certificate of incorporation and bylaws of N3R,well as New Jersey law, contain provisions toald have the effect of delayil
deferring or preventing an unsolicited change inticgd of NJR, which may negatively affect the mangece of the common stock or the abi
of stockholders to participate in a transactiorwimich they might otherwise receive a premium fagittshares over the then current me
price. These provisions also may have the effegrrefenting changes in management. In additionbteed of directors is authorized to is
preferred stock without stockholder approval onhstegms as the board of directors may determine. cddmmon stockholders will be sub,
to, and may be negatively affected by, the riglitary preferred stock that may be issued in theréutin addition, NJR is subject to the M
Jersey Shareholders’ Protection Act, which coulehthe effect of delaying or preventing a changeauitrol of NJR.
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ITEM 1A. RISK FACTORS (Continued)

NJR and its subsidiaries may be unable to obtaimegumental approvals, property rights and/or finange for the constructiol
development and operation of its non-regulated gparvestments.

Construction, development and operation of enemggstments, such as natural gas storage faciitidspipeline transportation syste
are subject to federal and state regulatory ovetrsigd require certain property rights and appmvialcluding permits and licenses for s
facilities and systems. NJR, its subsidiaries,t®jdint venture partnerships may be unable toinpta a costefficient or timely manner, ¢
such needed property rights, permits and licensesder to successfully construct and develop dtsnegulated energy facilities and syste
Successful financing of NJR'energy investments will require participationviling financial institutions and lenders, as wa#l acquisition «
capital at favorable interest rates. If NJR andsiibsidiaries do not obtain the necessary regyladpprovals and financing, their eqt
investments could become impaired, and such immgaitncould have a materially adverse effect on NJRiancial condition, results
operations or cash flows.

NJR is involved in legal or administrative procaegs before various courts and governmental bodies tould adversely affect 1
company's results of operations, cash flows arehfital condition.

NJR is involved in legal or administrative proceesi before various courts and governmental bodiés ne@spect to general clair
rates, taxes, environmental issues, gas cost pcadeviews and other matters. Adverse decisionardiéyy these matters, to the extent
require NJR to make payments in excess of amountdded for in its financial statements, could achedy affect NJRS results of operatior
cash flows and financial condition.

Environmental Risks

NJR costs of compliance with present and futurdrenmental laws are significant and could adversaffect its cash flows a
profitability.

NJR'’s operations are subject to extensive federak stad local environmental statutes, rules and atiguis relating to air quality, wa
quality, waste management, natural resources daadesinediation. Compliance with these laws and legguns may require NJR to expe
significant financial resources to, among othendlsi conduct site remediation and perform envirartalemonitoring. If NJR fails to comg
with applicable environmental laws and regulatiomen if it is unable to do so due to factors belyda control, it may be subject to ¢
liabilities or criminal penalties and may be reedirto incur significant expenditures to come intmpliance. Additionally, any alleg
violations of environmental laws and regulationsymequire NJR to expend significant resourcessrdéfense against alleged violations.

Furthermore, the United States Congress has foe dome been considering various forms of climatangfe legislation. There is
possibility that, when and if enacted, the finainfioof such legislation could impact NJ¢osts and put upward pressure on wholesale
gas prices. Higher cost levels could impact the petitive position of natural gas and negativelyeeffour growth opportunities, cash flows
earnings.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None

ITEM 2. PROPERTIES

NJING (All properties are located in New Jersey)

NJNG owns approximately 6,710 miles of distributiorain, 6,660 miles of service main, 214 miles afnfimission main a
approximately 503,000 meters. Mains are primamlgated under public roads. Where mains are locabei@r private property, NJNG t
obtained easements from the owners of record.

Additionally, NJNG owns and operates two LNG steradants in Stafford Township, Ocean County, ansvélbTownship, Monmout

County. The two LNG plants have an aggregate egtithanaximum capacity of approximately 170,000 gteésday. These facilities are u
for peaking natural gas supply and emergencies.
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ITEM 2. PROPERTIES (Continued)

NJNG owns four service centers located in Rockawawnship, Morris County; Atlantic Highlands and Wa&bwnship, Monmout
County; and Lakewood, Ocean County. These sendotecs house storerooms, garages and gas digiribartid administrative offices. NJI
leases its headquarters and customer servicetifeiin Wall Township, customer service officesAisbury Park, Monmouth County, an
service center in Manahawkin, Ocean County. Thestomer service offices support customer contaatketing, economic development :
other functions.

Substantially all of NJNG properties, not expressly excepted or duly rekagre subject to the lien of an Indenture of glage an
Deed of Trust to BNY Midwest Trust Company, Chicatlinois, dated April 1, 1952, as amended by 8pemental indentures (Indentu
as security for NJNG' bonded debt, which totaled approximately $290Qionilat September 30, 2009. In addition, under térens of th
Indenture, NJNG could have issued up to approxin&£48 million of additional first mortgage bonds of September 30, 2009.

All Other Business Operation

At September 30, 2009, CR&R owned 83 acres of ueldged land, of which 16 acres are under contacsdle, and a 56,400-square-
foot office building on 5 acres.

A total of 52 acres of undeveloped land is locatedtlantic County with a net book value of $2.1llioh, 11 acres at this location i
under contract for sale and will be sold as undsped land, subject to all approvals being obtairedadditional 5 acres of undeveloped |
under contract for sale is in Monmouth County, véthet book value of $1.7 million and such salesismated to close in fiscal 2010, subje:
all approvals being obtained. The remaining 26 saofeundeveloped land in Monmouth County with a @bk value of $4.8 million will k
developed or sold based on market conditions. pkeific time frame for development or sale is cotiseunknown.

As of September 30, 2009, NJRES currently leastsea$pace in Wall Township, New Jersey and in HomsTexas for its busine
activities

As of September 30, 2009, the Steckman Ridge paftipeowns and/or leases mineral rights on apprateiy 8,300 acres of land
Bedford County, Pennsylvania, where it has develapd7.7 billion cubic foot (Bcf) natural gas sweafacility with up to 12 Bcf of workir
gas capacity for an estimated project cost of apprately $265 million. The Company is obligateddod up to $132.5 million associated v
the construction and development of Steckman Ridgaf September 30, 2009, NJR has invested appairly $122.5 million. Equipment
the property includes a compressor station, gatgepipelines and pipeline interconnections. On Kpri2009, Steckman Ridge recei
authorization to place certain injection relatedilfaes into commercial operation. Customers hé&egun to inject natural gas inventory
preparation for the initial withdrawal season. Atd#@ional drilling program will be reviewed in thkird quarter of fiscal 2010.

NJRHS leases service centers in Dover, Morris Gouamtd Wall, Monmouth County, New Jersey.
Capital Expenditure Program
Seeltem 7. Management Discussion and Analysissh Flows for a discussion of anticipated fis€dl®and 2011 capital expenditL

as applicable to NJR'’s business segments and lagsieerations.

ITEM 3. LEGAL PROCEEDINGS

Manufactured Gas Plant Remediation

NJING is responsible for the remedial cleanup of filanufactured Gas Plant (MGP) sites, dating badats operations in the late 18
and early 1900s, which contain contaminated residicgen former gas manufacturing operations. NJNGuisently involved in administrati
proceedings with the New Jersey Department of Bnwirental Protection (NJDEP), as well as particigath various studies and investigati
by outside consultants to determine the natureeaet of any such contaminated residues and teldg\appropriate programs of reme
action, where warranted, under Administrative Coh€&rders or Memoranda of Agreement with the NJDEP.

NJNG may, subject to BPU approval, recover its miateon expenditures, including carrying costs, raadling 7-year periods pursue
to a Remediation Adjustment (RA) approved by thdJBm June 2009, the BPU approved $17.7 millioreligible costs to be recovel
annually for MGP remediation expenditures incurtieugh June 30, 2007. As of September 30, 2009.58illion of previously incurre
remediation costs, net of recoveries from custoraeis insurance proceeds, are included in Regulassgts on the Consolidated Bal:
Sheet.
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ITEM 3. LEGAL PROCEEDINGS (Continued)

In September 2009, NJNG updated an environment@weof the MGP sites, including a review of potahtiability for investigatior
and remedial action. NJNG estimated at the timthefreview that total future expenditures to reragdand monitor the five MGP sites
which it is responsible will range from approximgt®146.7 million to $244.3 million. NJNG’estimate of these liabilities is based upon kr
facts, existing technology and enacted laws andla¢igns in place when the review was completedwéi@r, NJNG expects actual cost
differ from these estimates. Where it is probahbg tosts will be incurred, but the informatiorsigficient only to establish a range of poss
liability, and no point within the range is mor&dly than any other, it is NJN&’policy to accrue the lower end of the range. Adicmly,
NJNG has recorded an MGP remediation liability ancbrresponding Regulatory asset of $146.7 milbarthe Consolidated Balance Sh
The actual costs to be incurred by NIJNG are dep#ndeon several factors, including final determimatof remedial action, changi
technologies and governmental regulations, thenal ability of other responsible parties to pag any insurance recoveries.

NJING is presently investigating the potential setiéént of alleged Natural Resource Damage claimsnight be brought by the NJDI
concerning the five MGP sites. NJDEP has not maesaecific demands for compensation for alleggarynto groundwater or other natu
resources. NJNG’evaluation of these potential claims is in theyestages, and it is not yet possible to quarttiy amount of compensation
any, that NJDEP might seek to recover. NJNG ardteip any costs associated with this matter woulgt®everable through the RA.

NJING will continue to seek recovery of MGElated costs through the RA. If any future requdaposition indicates that the recover
such costs is not probable, the related cost wbeldharged to income in the period of such deteatiuin. However, because recovery of ¢
costs is subject to BPU approval, there can bessorance as to the ultimate recovery through the@RtAe impact on the Compasyesults ¢
operations, financial position or cash flows, whiculd be material.

General
The Company is party to various other claims, legdions and complaints arising in the ordinaryrsewf business. In the Compasy’

opinion, other than as disclosed in this Item @, dftimate disposition of these matters will novéa material adverse effect on its finar
condition, results of operations or cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURIT Y HOLDERS

None

ITEM 4A. EXECUTIVE OFFICERS OF THE COMPANY

The Company'’s Executive Officers and their busiregeerience, age, and office are set forth below.

Officer
Office Name Age Since
Chairman of the Board, President and Chief Exeeuificer Laurence M. Downes 52 1986
Executive Vice President and Chief Operating Offit&JNG and Senior Vice
President, Corporate Affairs and Marketing Kathleen T. Ellis 56 2004
Executive Vice President and Chief Operating Offi6®JRES and Senior Vice
President, Energy Services, NING Joseph P. Shields 52 1996
Senior Vice President and Chief Financial Officer Glenn C. Lockwood 48 1990
Senior Vice President and General Counsel Mariellen Dugan 43 2005
Vice President, Corporate Services, NJR Service Deborah G. Zilai 56 1996

Laurence M. Downes, Chairman of the Board, Presidemnd Chief Executive Office

Mr. Downes has held the position of Chairman of Bward since September 1996. He has held the posgiti President and Ch
Executive Officer since July 1995. From JanuaryQl&9July 1995, he held the position of Senior \iigesident and Chief Financial Officer.
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ITEM 4A. EXECUTIVE OFFICERS OF THE COMPANY (Contin ued)

Kathleen T. Ellis, Executive Vice President, Chi@perating Officer, NJNG and Senior Vice Preside@prporate Affairs and Marketing

Ms. Ellis has held the position of Senior Vice Riest, Corporate Affairs since December 2004 aredphbsition of Executive Vi
President and Chief Operating Officer of NJNG siRebruary 2008. She also held the position of Seviice President, Corporate Affairs ¢
Marketing of NIJNG from July 2007 to February 2068om December 2002 to November 2004, she held tsitign of Director c
Communications for the Governor of the State of Nlarsey, and from August 1998 to December 2002hsliethe position of Manager
Communications and Director, State Governmentahifgffor Public Service Electric and Gas ComparyH&G), a combined gas and elec
utility company based in Newark, NJ.

Joseph P. Shields, Executive Vice President andeZl@perating Officer, NJRES and Senior Vice PresidgEnergy Services, NJNG

Mr. Shields joined NJNG in 1983 and has been Se¥xioe President, Energy Services, NJNG since Jgna806. He has be
Executive Vice President and Chief Operating OfficENJRES since February 2008 and held the posdfoSenior Vice President at NJR
from January 1996 to February 2008. As head ofehergy services business unit, he is responsibledtural gas supply acquisitio
negotiating transportation agreements and monganatural gas control activities as well as regudatholesale marketing activity for NJNG.

Glenn C. Lockwood, Senior Vice President and Chiéhancial Officer

Mr. Lockwood has held the position of Chief FinadDfficer since September 1995 and the addediponsif Senior Vice Preside
since January 1996. From January 1994 to Septefr@8%, he held the position of Vice President, Galgr and Chief Accounting Office
From January 1990 to January 1994, he held théigosif Assistant Vice President, Controller andeZiccounting Officer.

Mariellen Dugan, Senior Vice President and Genei@bunsel

Ms. Dugan has held the position of Senior Vice g and General Counsel since February 2008 p8hagously held the position
Vice President and General Counsel from Decemb@s 20 February 2008. Prior to joining NJR, from ketyy 2004 to November 2005, :
held the position of First Assistant Attorney Gealeor the State of New Jersey, and from Febru®932to February 2004, she held
position of Chief of Staff, Executive Assistant éitey General of the State of New Jersey. From J889 to January 2003, Ms. Dugan wa
Counsel to the law firm of Kevin H. Marino P.C.Newark, NJ.

Deborah G. Zilai, Vice President, Corporate Seng¢c®&JR Service
Mrs. Zilai has held the position of Vice Presidebarporate Services, NJR Service since June 2005 jdihed New Jersey Resource
June 1996 after a twentyear career at International Business Machines @atjpn, where she held various management positidar currer

responsibilities include technology, human resosiared supply chain management. From June 1996 yo2BI@5, she served as Vice Presic
Information Systems and Services.
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ITEM 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

NJR’s Common Stock is traded on the New York Stock Brge under the ticker symbol NJR. As of SeptembBer2809, NJR he
42,261 holders of record of its common stock.

NJR’s common stock high and low sales prices anidleinds paid per share were as follows:

2009 2008 Dividends Paic
High Low High Low 2009 2008
Fiscal Quarter
First $ 40.2: % 219C $ 3471 $ 31.0C $ 0.2¢8 $ 0.2t
Seconc $ 4237 $ 2998 $ 3350 $ 292 % 031 % 0.27
Third $ 3751 $ 30.7¢ % 34.6: $ 309t $ 031 $ 0.2¢
Fourth $ 40.61 $ 35.6¢ $ 411 $ 31.6¢ $ 031 $ 0.2¢
The following table sets forth NJR’s repurchasevitgtfor the quarter ended September 30, 2009:
Maximum
Number (or

Approximate
Total Number of  Dollar Value) of
Shares (or Units]  Shares (or Units)
Purchased as  That May Yet Be
Total Number of Average Price Part of Publicly =~ Purchased Unde

Shares (or Units)  Paid per Share  Announced Plan the Plans or
Period Purchased (or Unit) or Programs Programs
07/01/09- 07/31/09 — — — 854,17:
08/01/09- 08/31/09 — — — 854,17:
09/01/09- 09/30/09 529,40( $ 36.3( 529,40(" 324,77:
Total 529,400 $ 36.3( 529,40( 324,77:

* The stock repurchase plan, which was authorizeduryBoard of Directors, became effective in Septami®96 and includes 6,750,(
shares of common stock for repurchase, of whiclof &eptember 30, 2009, 324,771 shares remaina@foirchase. The stock repurchase |
will expire when we have repurchased all sharedatited for repurchase there under, unless the mepase plan is earlier terminated
action of our Board of Directors or further sharase authorized for repurchase.

Our Chairman and Chief Executive Officer certiftecthe New York Stock Exchange (NYSE) on Februday2009 that, as of that de
he was unaware of any violation by NJR of the NYs&S&Srporate governance listing standards.

Page 2(




REGIE 2.1 Attachment 3 NEW JERSEY RESOURCES 10-K 2009
Page 29 of 143

New Jersey Resources Corporation
Part Il

ITEM 6. SELECTED FINANCIAL DATA

CONSOLIDATED FINANCIAL STATISTICS

(Thousands, except per share de¢

Fiscal Years Ended September 2009 2008 2007 2006 2005
SELECTED FINANCIAL DATA
Operating Revenue $ 2592460 $ 3,816,211 $ 3,021,76! $ 3,271,220 $ 3,184,58
Operating Expense
Gas purchase 2,245,16! 3,330,75! 2,625,56! 2,639,48! 2,914,38
Operation and maintenan 149,15: 148,38: 136,60: 121,38: 108,44:
Regulatory rider expens 44,99: 39,66¢ 37,60" 28,581 31,59
Depreciation and amortizatic 30,32¢ 38,46¢ 36,23¢ 34,75: 33,67¢
Energy and other taxi 74,75( 65,60: 62,49¢ 58,63 56,21’
Total Operating Expens: 2,544,39 3,622,87. 2,898,501 2,882,84! 3,144,30:
Operating Incom 48,07( 193,33t 123,26! 388,38: 40,27+
Other income 4,40¢ 4,36¢ 4,29¢ 4,72¢ 4,81«
Interest expense, net of capitalized inte 21,01« 25,81. 27,611 25,66¢ 20,47
Income before Income Tax 31,46¢ 171,89! 99,94¢ 367,44( 24,61«
Income tax provisiol 8,48¢ 64,71* 38,67¢ 147,34¢ 7,83
Equity in earnings, net of te 4,26¢ 1,98¢ 1,66 1,817 1,75:
Net Income $ 27,24. $ 109,16¢ $ 62,93! $ 221,90¢ $ 18,53
Total Asset: $ 2,321,03¢ $ 263529 $ 2,210,35 $ 2,398,920 $ 2,330,24
CAPITALIZATION
Common stock equit $ 689,72t $ 728,06f $ 650,64¢ $ 629,86. $ 438,05
Long-term debt 455,49: 455,11° 383,18: 332,33. 317,20:
Total Capitalizatior $ 114521 $ 1,183,18 $ 1,033,83 $ 962,19: $ 755,25t
COMMON STOCK DATA
Earnings per sha-Basic $ 065 $ 261 $ 15C $ 531 % 0.4t
Earnings per sha-Diluted $ 064 $ 25¢ % 14¢ % 527 $ 0.4
Dividends declared per she $ 124 $ 1.11 $ 1.01 $ 0.9¢ $ 0.91
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NJIJNG OPERATING STATISTICS

Fiscal Years Ended September 2009 2008 2007 2006 2005
Operating Revenue($ in thousands

Residentia 686,79¢ $ 594,14 % 584,727 $ 598,27: $ 568,32:
Commercial, Industrial and oth 144 56! 149,17 132,11: 172,46} 143,21
Firm transportatiol 40,35¢ 28,63¢ 36,79¢ 28,65¢ 29,56¢
Total residential and commerc 871,71¢ 771,95¢ 753,63¢ 799,39! 741,10:
Interruptible 5,711 11,84( 7,141 12,13¢ 14,377
Total systen 877,43( 783,79¢ 760,77" 811,52¢ 755,47¢
Incentive program 204,57 295,02¢ 244,81 327,24" 382,80:
Total Operating Revenut 1,082,000 $ 1,078,822 $ 100558 $ 1,138,77. $ 1,138,28
Throughput (Bcf

Residentia 43.€ 40.¢ 41.¢ 39.4 43.7
Commercial, Industrial and oth 9.8 9.C 9.4 10.4 11.z
Firm transportatiol 9.4 8.¢ 8.€ 7.4 7.€
Total residential and commerc 62.¢ 58.7 59.¢ 57.2 62.€
Interruptible 4.1 6.4 6.5 7.2 9.7
Total systen 66.€ 65.1 66.2 64.4 72.5
Incentive program 66.1 34.5 36.5 38.4 52.4
Total Throughpu 133.( 99.¢€ 102.¢ 102.¢ 124.7
Customers at Ye-End

Residentia 437,79: 437,65! 435,16 429,83 418,64t
Commercial, Industrial and oth 27,771 29,00: 28,91¢ 28,91« 28,87¢
Firm transportatiol 20,96¢ 16,83( 14,10¢ 12,87 15,24¢
Total residential and commerc 486,52¢ 483,48’ 478,18¢ 471,62: 462,77(
Interruptible 45 46 45 48 47
Incentive program 36 27 26 35 39
Total Customers at Ye-End 486,61( 483,56( 478,26( 471,70 462,85t
Interest Coverage Rat (1) 8.1¢ 6.0¢ 6.02 7.6 6.3¢€
Average Therm Use per Custon

Residentia 99t 931 96( 92C 1,04t
Commercial, Industrial and oth 4,777 5,30¢ 5,71( 5,08¢ 5,44:
Degree Day: 4,791 4,39¢ 4,481 4,367 4,92
Weather as a Percent of Norn (@) 101% 91% 94% 90% 102%
Number of Employee 613 572 54¢ 51€ 51¢

(1) NJING'’s Income from Operations divided by interegtemse.

(2) Normal heating degree-days are based on a 20-yearage, calculated based upon three reference am@esentative of NJNG’s service territory.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward-looking and Cautionary Statements

From time to time, we may make statements that ammgtitute “forward-looking statements” within theeaning of the “safe-harbor”
provisions of the Private Securities Litigation Befi Act of 1995. These statements are based o€@dhgpany’s thercurrent expectations a
are subject to a number of risks and uncertaittiascould cause actual results to differ materitithm those addressed in the forwdodking
statements. Information concerning forwdmadking statements is set forth on page 1 of thisual report and is incorporated herein, ant
risk factors that may cause such differences arersrized in Item 1A beginning on page 10 and aterjporated herein.

Managemen’'s Overview

New Jersey Resources Corporation (NJR or the Compsran energy services holding company providigtgil natural gas service
New Jersey and wholesale natural gas and relatdeservices to customers in states from the Galst and Mi-Continent regions to tl
New England region, the West Coast and Canadaghrits two principal subsidiaries, New Jersey Nat@as (NJNG) and NJR Ene
Services (NJRES).

Comprising the Natural Gas Distribution segmenf\{8Js a natural gas utility that provides regulatethil natural gas service in cen
and northern New Jersey and also participatesairothsystem sales and capacity release markets. NJXggusated by the New Jersey Bc
of Public Utilities (BPU).

NJRES comprises the Energy Services segment. Ndfi8ains and transacts around a portfolio of ptalsassets consisting of natt
gas storage and transportation contracts. In addiNJRES provides wholesale energy services teaffiliated utility and energy companies.

The retail and other business operations (Retail@ther) includes NJR Energy Holdings, an invegtoenergyrelated ventures, mc
significantly through NJNR Pipeline, which holdet@ompanys 5.53 percent interest in lroquois Gas and Trasson System, LP (Iroquoi
a 412-mile natural gas pipeline from the New Y@#nadian border to Long Island, New York, and Ni&l8nan Ridge Storage Compse
which has a 50 percent equity ownership interegStetkman Ridge GP, LLC and Steckman Ridge, LRgcely, Steckman Ridge), a 1
billion cubic foot (Bcf) natural gas storage fatyiliwith up to 12 Bcf of working capacity, which wgointly developed and constructed wii
partner in western Pennsylvania; NJR Investmentchvinakes energyelated equity investments; NJR Energy CorporafddR Energy),
company that invests in energgtated ventures, NJR Clean Energy Ventures, a aagnfhat will invest in clean energy projects, NdBme
Services (NJRHS), which provides service, salesiasthllation of appliances; NJR Plumbing Servi(BIRPS), which provides plumbi
repair and installation services, Commercial Realtyl Resources (CR&R), which holds and developswertial real estate; and NJR Ser
Corporation (NJR Service), which provides supperties to the various NJR businesses.

Assets by business segment and operations ard@gso

($ in thousands 2009 2008

Assets
Natural Gas Distributio $ 1,797,16! 7% $ 1,761,96. 66%
Energy Service 327,53: 14 699,89 27
Retail and Othe 223,02( 10 231,55! 9
Intercompany Asset®) (26,687 (1) (58,11% (2)

Total $ 2,321,03 100% $ 2,635,29 100%

(1) Consists of transactions between subsidiahas @re eliminated and reclassified in consolidati

NJRES'’assets decreased 53.2 percent from September 38,t@Eeptember 30, 2009, due primarily to loweeirtory values resultit
from a decline in commaodity prices.

Net income (loss) by business segment and opesasianas follows:

($ in Thousands 2009 2008 2007

Net Income (Loss
Natural Gas Distributio $ 65,40 24(% $ 42,47¢ 39% $ 44,48( 71%
Energy Service (32,637 (120) 67,16¢ 61 18,95( 30
Retail and Othe (5,529 (20) (477) — (497) (1)

Total $ 27,24 10C% $ 109,16¢ 10(% $ 62,93 10C%
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Included in Net income are unrealized (losses)gairthe Energy Services segment of $(29.3) milligt0.8 million, and $(38) millio
after taxes, for the fiscal years ended SeptembeR@9, 2008 and 2007, respectively. Also inclusieNet income are realized (losses) g
of $(34.5) million, $9.3 million and $16.8 milliomfter taxes, for the fiscal years ended Septerd®e2009, 2008 and 2007, respectively, w
are related to financial derivative instruments theve settled and are designed to economicallgédedtural gas that is still in inventory.

NJR Energy records unrealized losses and gainsresihect to the change in fair value of the finaheatural gas swaps that are use
economically hedge a lortgrm natural gas sale contact. Included in Netrimedn Retail and Other are unrealized (losses)(®0$ million,
$(4.8) million and $(4.2) million, after taxes, fitre fiscal years ended September 30, 2009, 2002@0i7, respectively.

NJRES and NJR Energy account for their financiaivdéive instruments used to economically hedgefthecasted purchase, sale
transportation of natural gas at fair value. Initidd, all physical commodity contracts at NJRE® accounted for at fair value. Priot
October 1, 2007, gains (losses) associated wittsipAly commodity contracts at NJRES were not redl@édh earnings until the individt
contracts settled and the natural gas was deliweteh certain delivery conditions were met. Durfisgal 2007 and 2008, NJRES changec
accounting treatment for certain of its physicahoaodity contracts so that effective October 1, 2GMBNJIJRES physical commodity contrac
are accounted for at fair value with changes inftilevalue of these contracts included in earniagsa component of Operating revenue
Gas purchases, as appropriate, in the Consolidtgdments of Income.

All physical commodity contracts at NJNG and NJReigy continue to meet the delivery conditions ahéyefore, are accounted
under accrual accounting. Accordingly, gains (Isysee recognized in earnings when the contratesetnd the natural gas is delivered.

Unrealized losses and gains at NJRES and NJR Eramgyhe result of changes in the fair value ofvdgive instruments, used
economically hedge future natural gas purchaséss sad transportation. The change in fair valuthe$e derivative instruments at NJRES
NJR Energy over periods of time, referred to asalized gains or losses, can result in substawsialility in reported net income. Whel
financial instrument settles, the result is thdization of these gains or losses. NJRES utilizetain financial instruments to economic
hedge natural gas inventory placed into storagewilhbe sold at a later date, all of which wemr@ntemplated as part of an entire forece
transaction. Volatility in earnings also occursaaesult of timing differences between the settlenoé the financial derivative and the sali
the corresponding natural gas that was hedgedth&ttinancial instrument. When the financial instent settles and the natural gas is pl
in inventory, the realized gains (losses) assogiatéh the financial instrument are recognized arnéngs. However, the gains (los:
associated with the economically hedged naturabgasiot recognized in earnings until the natuaal igventory is sold.

Natural Gas Distribution Segment

Natural Gas Distribution operations have been medagith the goal of growing profitably and providirsafe and reliable serv
through several key initiatives including:

* Earning a reasonable rate of return on the invasiria its natural gas distribution system, as \aslfecovery of all prudently incur
costs in order to provide safe and reliable serthceughout NJN¢s service territory

* Working with the BPU and the Department of the RuBldvocate, Division of Rate Counsel (Rate Couhsmh the implementatio
continuing review and proposed extension of the f@oration Incentive Program (CIP). The CIP allowdNi$ to promot
conservation programs to its customers while maiimg protection of its utility gross margin agdimp®tential losses associated v
reduced customer usage. CIP usage differencesabndlated annually and are recovered one yeaniollp the end of the CIP use
year;

* Managing its new customer growth rate, which iseztpd to be approximately 1.2 percent annually tdvemext two years. In fisc
2010 and 2011, NJNG currently expects to add, tal,tapproximately 12,000 to 14,000 new custom€&nge Company believes tl
this growth would increase utility gross margin @efined below) under its base rates as provide@gproximately $3.4 millic
annually, as calculated under NJ's CIP tariff;

*  Opportunity to generate earnings from various l-authorized gross mar¢-sharing incentive programs; a
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e Managing the volatility of wholesale natural gagces through a hedging program designed to keefprmess’ Basic Gas Supp
Service (BGSS) rates as stable as poss

Based upon increases in NJNGiperation, maintenance and capital costs, NIJNiGoped the BPU, on November 20, 2007, to incr
base rates for its natural gas delivery servicaes Base rate case filing was consistent with NBN@jjectives of providing safe and relie
service to its customers and earning a market-beach.

On October 3, 2008, the BPU unanimously approveti raade effective the settlement of NJM@iase rate case. As a result, N.
received a revenue increase in its base rates2b%$8illion, which is inclusive of an approximat&3million impact of a change to the (
baseline usage rate, received an allowed retuegaity component of 10.3 percent, reduced its degtion expense component from 3 per
to 2.34 percent and reduced its annual depreciaigense by $1.6 million as a result of the amatitn of previously recovered as
retirement obligations.

The CIP allows NJNG to recover utility gross margariations related to both weather and customageisRecovery of such mar
variations is subject to additional conditions utdihg an earnings test, which includes a returreguity component of 10.3 percent, anc
evaluation of BGSS-related savings achieved. Aruahreview of the CIP must be filed in June of egehr, coincident with NJNG’annue
BGSS filing. In October 2007, the BPU provisionagproved NJNG initial CIP recovery rates, which are designedetmover approximate
$15.6 million of accrued margin and on August 1020he provisional rates were approved by the BRW& permanent basis. In October 2
the BPU provisionally approved recovery of an addial $6.8 million of accrued margin for the ClRsulting in a total recovery of $2.
million, which included amounts accrued and estedahrough September 30, 2008. On June 10, 2088e throvisional rates were apprc
by the BPU on a permanent basis. In the periodalg2009 through March 2009, NJNG provided appratety $45 million of rate credits
BGSS residential and small commercial customersJ@re 1, 2009, NING filed its annual BGSS and @ifyffor recoverable CIP amoul
for fiscal 2009, requesting approval to modify@H> recovery rates effective October 1, 2009, tagyin total annual recovery of $6.9 millic
The total recovery requested for fiscal 2009 inekildmounts accrued and estimated through Sept&@p2009. On September 16, 2009,
BPU provisionally approved the rates. As of Septen8, 2009, NJNG has $5.8 million accrued to lm®vered in Regulatory Assets in
Consolidated Balance Sheets related to CIP. Onl Ap#009, NJING filed a letter with the BPU requmegta 1year extension to its CIP throt
October 1, 2010. As a result of no action by th&JBR of October 1, 2009, the CIP will remain ineefffor an additional year or until a fi
order is issued by the BPU. In October 2009, NJN@vided its BGSS residential and small commerciastemers with refunds
approximately $37.4 million.

In conjunction with the CIP, NJNG is required taradister programs that promote customer consemnvatftorts. As of September !
2009 and September 30, 2008, the obligation to fhede conservation programs was reflected arésept value of $248,000 and $864,!
respectively in the Consolidated Balance Sheets.

In conducting NJNG business, management focuses on factors it bslieay have significant influence on its futureafinial result:
NJNC's policy is to work with all stakeholders, includisustomers, regulators and policymakers, to aehfavorable results. These fac
include the rate of NJNG’customer growth in its service territory, whi@nde influenced by general economic conditionselkas politica
and regulatory policies that may impact the newsitay market. A portion of NJNG’customer growth comes from the conversion m
which is influenced by the delivered cost of ndtgas compared with competing fuels, interest ratesother economic conditions.

As a regulated company, NIJNG is required to recogtine impact of regulatory decisions on its finahstatements. As a resi
significant costs are deferred and treated as atmyl assets, pending BPU decisions regarding thigmate recovery from customers. -
most significant costs incurred that are subjecthie accounting treatment include manufactured gast (MGP) remediation costs ¢
wholesale natural gas costs (recovered through BG8$ual remediation costs may vary from managdhsesstimates due to the develog
nature of remediation requirements, regulatory sless by the New Jersey Department of EnvironmeRtatection (NJDEP) and rela
litigation. If there are changes in the regulatpogition on the recovery of these costs, such aestdd be charged to income in the perio
such determination.

On April 16, 2009, the BPU approved NJNGAccelerated Infrastructure Program (AIP) permitNJNG to commence constructior
14 infrastructure projects. NJNG will make a filifigr the recovery of infrastructure program investincosts in June 2010 to be effec
October 1, 2010. The filing will allow the recoveny costs of the AIP construction activities foetperiod ending August 31, 2010, incluc
the recovery of NJNG'’s overall weighted cost ofitalpn these investments.

On July 1, 2009, the BPU approved NJN@&nergy Efficiency (EE) Program allowing approxietg $21.1 million, if fully subscribe

to support three EE Programs. A Tariff Rider Medlanwas approved by the BPU related to the recowvéthe EE Program costs, effect
August 1, 2009, and includes the recovery of NJN#&v&rall weighted cost of capital on these investisie
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Due to the capital-intensive nature of NJ@perations and the seasonal nature of its workapital requirements, significant char
in interest rates can also impact NJNG’s results.

Energy Services Segment

NJRES provides unregulated wholesale energy sendnd engages in the business of optimizing nagasistorage and transporta
assets. The rights to these assets are contrgcagajlired in anticipation of delivering naturabga performing asset management activitie
customers or in conjunction with identifying arbige opportunities that exist in the marketplaces€harbitrage opportunities occur as a r
of price differences between market locations antifee horizons. These activities are conducteth@areas in which we have expertise
include states from the Gulf Coast and Mid-conttimegions to the Appalachian and Northeast regitres\West Coast and Canada.

More specifically, NJRES activities consist of tf@lowing elements, while focusing on maintaining l@w-risk operating ar
counterparty credit profile:

* Identifying and benefiting from variations in pmg of natural gas transportation and storage ashetsto location or timir
differences of natural gas prices to generate grasgin;

* Providing natural gas portfolio management servioesonaffiliated utilities and electric generatitatilities;

* Leveraging transactions for the delivery of natga to customers by aggregating the natural gasnoality costs and transportat
costs in order to minimize the total cost requitegrovide and deliver natural gas to NJRE&Stomers by identifying the lowest ¢
alternative with the natural gas supply, transpimmaavailability and markets to which NJRES iseabb access through its busir
footprint and contractual asset portfolio; ¢

* Managing economic hedging programs that are degdigmenitigate adverse market price fluctuationgdtural gas transportation ¢
storage commitment

NJRES views “financial margin” as a financial measoent metric. NJRES’ financial margin, which is@-GAAP financial measur
represents revenues earned from the sale of najasaless costs of natural gas sold, transportatichstorage, and excludes any accou
impact from the change in fair value of derivatimstruments designed to hedge the economic imgaits dransactions that have not b
settled, which represent unrealized gains and $pss® the effects of economic hedging on the vafueir natural gas in storage. NJRES
financial margin to gauge operating results agassiblished benchmarks and earnings targetselmihates the impact of volatility in GA#
earnings that can occur prior to settlement ofpthgsical commodity portion of the transactions sfaaresult of conditions in the markets
therefore is more representative of the overalketgd economic result.

NJRES focuses on creating value from underutilizetiral gas assets, which are typically amassedighr contractual rights to natt
gas transportation and storage capacity. NJRESJbesloped a portfolio of natural gas storage aadsjportation capacity in states in
Northeast, Gulf Coast, M-continent, Appalachian, and West Coast regionshef Wnited States and Canada. These assets becom
valuable when prices change between these areas@nds time periods. NJRES is able to capturendiah margin by locking in tt
differential between purchasing natural gas awvaflgure price and, in a related transaction, sglthat natural gas at a higher future price
within the constraints of its risk management pe#ic In addition, NJRES seeks to optimize thesetasm a daily basis as market condit
change by evaluating all the natural gas supptiesisportation and opportunities to which it hasess. This enables NJRES to caf
geographic pricing differences across these varieg®ons as delivered natural gas prices change @sult of market conditions. NJR
focuses on earning a financial margin on a singigireal transaction and then utilizing that trartgat, and the changes in prices acros:
regions or across time periods, as the basis theuimprove the initial result.

NJRES transacts with a variety of counterpartietuiing local distribution companies, industrialhgmanies, electric generators, re
aggregators and other wholesale marketing compafhes physical sales commitments to these countépaallows NJRES to leverage
transportation and storage capacity. These physalal commitments are managed in an aggregateofasdmd as a result, gives NJRES
ability to extract more value from its portfolio @fatural gas storage and pipeline transportatiggacty. NJRES’portfolio manageme
customers include nonaffiliated utilities and elecgeneration plants. Services provided by NJRiRide optimization of underutilized natt
gas assets and basic gas supply functions.

In conducting its business, NJRES mitigates riskdipwing formal risk management guidelines, irdihg transaction limits, approy
processes, segregation of duties, and formal odnérad credit review and approval procedures. NJR&S8inuously monitors and seeks
reduce the risk associated with its credit expaswith its various counterparties. The Risk ManagehCommittee (RMC) of NJR overs
compliance with these established guidelines.
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Retail and Other Operations

As part of the Retail and Other operations NJRIssaliary, NJR Energy Holdings, holds investmentaatural gas “mid-streangsset:
such as natural gas transportation and storaghktiésci NJR believes that acquiring, owning and eleping these midtream assets, whi
operate under a tariff structure that has eithergalated or markdtased rate, can provide a growth opportunity fer@mmpany. To that er
NJR has ownership interests in Iroquois, a natgeal pipeline operating with a regulated rate aretkdbhan Ridge, a storage facility t
operates under markbtsed rates, and is actively pursuing other pateogiportunities that meet its investment and dgwekent criteria. Oth
businesses included as part of Retail and OthéndecNJRHS, which provides service, sales and liatitan of appliances to approximat
150,000 customers and is focused on growing itallasion business and expanding its service cohttastomer base, and CR&R, which st
additional opportunities to enhance the valuefiitdeveloped land.

The financial results of Retail and Other consrprily of the operating results of NJRHS and @aga attributable to the Company’
equity investments in Iroquois and Steckman Ridgewell as to investments made by NJR Energy, &stor in other energselated venture
through its operating subsidiaries. Also includdthin Retail and Other operations are interest fineand organizational expenses incurrt
NJR.

On June 5, 2008, the Federal Energy Regulatory desiom (FERC) issued Steckman Ridge a certificétpublic convenience a
necessity authorizing the ownership, constructiod aperation of its natural gas storage facilitg associated facilities. On April 1, 20
Steckman Ridge received authorization to placeageihjection related facilities into commercialesption. Customers have begun to ir
natural gas inventory in preparation for the initidthdrawal season. An additional drilling programill be reviewed in the third quarter
fiscal 2010. As of September 30, 2009, NJR hassimebapproximately $122.5 million in Steckman Rideecluding capitalized interest &
other direct costs. Total project costs relatetheodevelopment of the storage facility are cutyeastimated at approximately $265 million
which NJR is obligated to fund 50 percent or appnately $132.5 million. Steckman Ridge may seek-remwourse financing upon complet
of the construction and development of its fa@#tithereby potentially reducing the final expectsmburse obligation of NJR. There can b
assurances that such non-recourse project finamglhige secured or available for Steckman Ridge.

Critical Accounting Policies

The Company prepares its financial statements éordance with GAAP. Application of these accountminciples requires the use
estimates and assumptions that affect the repartezlints of liabilities, revenues and expenses ralated disclosures of contingencies du
the reporting period. The Company regularly evasats estimates, including those related to tHeutation of the fair value of derivati
instruments, unbilled revenues, provisions for degtion and amortization, regulatory assets, iredaxes, pension and postemployr
benefits other than pensions and contingencieterela environmental matters and litigation. NJRdsaits estimates on historical experit
and on various other assumptions that are belitwdike reasonable under the circumstances, thetsesgulvhich form the basis for maki
judgments about the carrying value of assets aiillities that are not readily apparent from oteeurces. In the normal course of busir
estimated amounts are subsequently adjusted talaesults that may differ from estimates.

Regulatory Accounting

NJNG maintains its accounts in accordance withRE®C Uniform System of Accounts as prescribed ey BiPU. As a result of tl
ratemaking process, NIJNG is required to apply twanting principles in th®egulated Operation$opic 980 of the Financial Accounti
Standards Board (FASB) Accounting Standards Catifin (ASC), which differ in certain respects fraimose applied by unregula
businesses. Specifically, regulated operationsrdeassets when it is probable that certain opegatosts will be recoverable from customel
future periods and liabilities associated with @ole future obligations to customers. AccordindyyNG recognizes the impact of regula
decisions on its financial statements. NJSIBGSS requires NIJNG to project its natural gasscasd provides the ability, subject to B
approval, to recover or refund the difference niy,aof such actual costs as compared with the pi@jecosts included in prices through a Bt
charge to customers. Any underrecovery or overregois recorded as a Regulatory asset or liabilitythe Consolidated Balance Sheets
reflected in the BGSS charge to customers in swlesegyears. NJNG also enters into derivatives dhatused to hedge natural gas purch
and the offset to the resulting fair value of dative assets or liabilities is recorded as a Regnjaasset or liability on the Consolida
Balance Sheets.
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Derivative Instruments

NJR records its derivative instruments held astassed liabilities at fair value in the ConsolidhtBalance Sheet in accordance
GAAP. In addition, changes in the fair value of NElR and NJR Energy’s financial derivatives, as veslINJREStontracts for the purche
and sales of natural gas are recognized in earnaggthey occur, as a component of Operating regepu Gas purchases in the Consolic
Statements of Income. Gains (losses) associatdtdNJR Energys physical commodity contracts are recorded iniegsnas a component
Operating revenues when the underlying commoditelvered.

NJNG's derivatives that are used to manage price rists ofatural gas purchasing activities are recdderthrough its BGSS, subject
BPU approval. Accordingly, the offset to the changdair value of these derivatives is recordedaaRegulatory asset or liability on -
Consolidated Balance Sheets.

In providing its unregulated wholesale energy smsj NJRES enters into physical contracts to bulysat natural gas. GAAP pern
companies to apply an exception for certain cotdratended for normal purchases and normal sahesnfal”) for which physical delivery
probable. Prior to October 1, 2007, NJRES eleabegse normal accounting treatment and, therefemgnized the related liabilities incur
and assets acquired when title to the underlyinyrahgas commodity passed. However, during fi@07 and 2008, NJRES electec
discontinue normal accounting treatment for cer@dirits physical forward contracts, so that as aftdder 1, 2008, all NJREShysica
commodity contracts are recorded at fair value wétated changes in fair value included in curesarhings.

The fair value of derivative instruments is detared by reference to quoted market prices of listeuntracts, published quotations
guotations from independent parties. NJRE&tfolio is valued using the most current markdbimation. However, if the price underlyin
physical commodity transaction does not represevisidle and liquid market, NJRES utilizes nbimding broker quotations and/or ot
pricing services to derive an equivalent marketgriAs of September 30, 2009, fair values basesanket prices that are not visible and lic
represent less than one percent of total fair vafuts derivative assets and liabilities reporitethe Consolidated Balance Sheets.

Should there be a significant change in the undeglynarket prices or pricing assumptions, NJRES merience a significant imp
on its financial position, results of operationsl arash flows. The valuation methods remained ctargigor fiscal 2009, 2008 and 2007. I
applies a discount to its derivative assets toofait an adjustment associated with the credit asits counterparties. NJR determines
amount by using historical default probabilitiesresponding to the appropriate Standard and Pgsteer ratings. Since the majority of NdR’
counterparties are investment grade rated, thigtegsin an immaterial credit risk adjustment.

NJR has not designated any derivatives as fairviahidges as of September 30, 2009 and 2008.
Capitalized Financing Costs

NJNG capitalizes an allowance for funds used ducmgstruction (AFUDC) as a component of Utility ian the Consolidated Balar
Sheets. AFUDC is recorded as an increase to Interesme or a reduction to Interest expense ascgipé in the Consolidated Statement
Income. Under regulatory rate practices and in atzotce with GAAP applicable to regulated operatidh¥NG fully recovers AFUDC throu
base rates. As a result of the BBWase rate order (Rate Order) issued in Octob@8,28IJNG implemented certain rate design cha
including a change to its AFUDC calculation. EffeetOctober 3, 2008, NJNG is allowed to recoveirmmemental cost of equity compon
during periods when its short-term debt balancesu@ver than its construction work in progressabak. This results in a naash incom
statement recognition that is capitalized as a @omapt of Utility plant. If any of these amounts deemed to be unrecoverable, NIJNG rec
a charge for the unrecovered portion in the Codat#d Statements of Income.

Environmental Costs
At the end of each fiscal year, NJNG updates ther@mmental review of its MGP sites, including aieav of its potential liability fo
investigation and remedial action, based on asgistdrom an independent external consulting firmonk this review, NIJNG estima

expenditures that will be necessary to remediate raonitor these MGP sites. NJNsGéstimate of these liabilities is developed frdmar
currently available facts, existing technology amesently enacted laws and regulations.
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Where it is probable that the cost will be incurrkdt the information is sufficient to establishyoa range of possible liability, and
point within the range is more likely than any athieis NJNG’ policy to accrue the lower end of the range. &imanagement believes t
recovery of these expenditures, as well as reliigdtion costs, is possible through the regukatprocess, it has recorded a regulatory
corresponding to the related accrued liability. éwlingly, NJNG has recorded an MGP remediationilltgtand a corresponding Regulat:
asset of $146.7 million on the Consolidated BaleBlceets.

The actual costs to be incurred by NJNG are depengeon several factors, including final determimatof remedial action, changi
technologies and governmental regulations, thenalig ability of other responsible parties to pay,weell as the potential impact of ¢
litigation and any insurance recoveries. If there ehanges in future regulatory positions thatdat# the recovery of all or a portion of s
regulatory asset is not probable, the related anst carrying costs would be charged to income énphriod of such determination. As
September 30, 2009 and 2008, $85.5 million andZs@lllion of previously incurred remediation costet of recoveries from customers
insurance proceeds received, are included in Regylassets on the Consolidated Balance Sheegctieply.

If there are changes in the regulatory positiom@urding these costs, or should actual expenditaes significantly from estimates
that these costs are disallowed for recovery byBfRg, such costs would be charged to income irp#red of such determination.

Postemployment Employee Benefits

NJR'’s costs of providing postemployment employee bé&nefie dependent upon numerous factors includihgabplan experience a
assumptions of future experience. Postemploymergl@®me benefit costs, for example, are impactedabtyal employee demograpt
including age, compensation levels and employmeribgds, the level of contributions made to the plarthanges in lontgerm interest rates a
the return on plan assets. Changes made to thésjaw of the plans may also impact current andr&upostemployment employee ber
costs. Postemployment employee benefit costs nsayhkad significantly affected by changes in key agal assumptions, including anticipa
rates of return on plan assets, health care cestlérand discount rates used in determining thgeqieml benefit obligations (PBO).
determining the PBO and cost amounts, assumptiams ahange from period to period and could resultmaterial changes to r
postemployment employee benefit periodic coststhadelated liability recognized by NJR.

NJR'’s postemployment employee benefit plan ass@isist primarily of U.S. equity securities, intetinaal equity securities and fixed-

income investments, with a targeted allocatiorgaffe October 1, 2009, of 39 percent, 20 percedt4l percent, respectively. Fluctuation
actual market returns, as well as changes in isteates, may result in increased or decreaseémppsdyment employee benefit costs in fu
periods. Postemployment employee benefit expengemeauded in Operations and maintenance expensie Consolidated Statement:
Income.

The following is a summary of a sensitivity anasyr each actuarial assumption:

Pension Plans

Estimated Estimated
Increase. Increase.
(Decrease (Decrease’
Increase/ on PBO to Expense
Actuarial Assumptions (Decrease’  (Thousands) (Thousands)
Discount rate 1.0(% $ (16,6600 $ (982)
Discount rate (1.00% $ 20,77¢  $ 1,23¢
Rate of return on plan ass: 1.0(% ne $ (97€)
Rate of return on plan ass: (1.00% ne $ 97¢
Other Postemployment Benefits
Estimated Estimated
Increase/ Increase/
(Decrease) (Decrease)
Increase/ on PBO to Expense
Actuarial Assumptions (Decrease) (Thousands) (Thousands)
Discount rate 1.0(% $ (11,077 $ (774
Discount rate (1.00% $ 14,02¢ $ 932
Rate of return on plan ass: 1.0(% ne $ (222)
Rate of return on plan ass: (1.00% ne $ 222
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Estimated Estimated
Increase/ Increase/
(Decrease) (Decrease)
Increase/ on PBO to Expense
Actuarial Assumptions (Decrease) (Thousands) (Thousands)
Heath care cost trend re 1.0(% $ 13,18. $ 1,53¢
Health care cost trend re (1.00% $ (10,617 $ (1,228

Recently Issued Accounting Standards and Upc

Effective July 1, 2009, the FASB ASC became thglsisource of authoritative GAAP, restructuringyioesly issued standards int
topical based model. As of the effective date, mendance will be issued in the form of Accountingu®lards Updates (ASE), which wil
replace accounting changes that were historicaltyed as FASB Standards. For a more detailed pgagsoriof the ASC, recently issu
accounting standards that have been reorganizddnwtie ASC and ASU’s issued since July 1, 2008, ete 1. Summary of Significi
Accounting Policiein the accompanying Consolidated Financial Statésnen

Results of Operation
Consolidated

Net income decreased 75 percent to $27.2 milliofistal 2009 from $109.2 million in fiscal 2008 aimtreased 73.5 percent in fis
2008 from $62.9 million in fiscal 2007. The fis@009 results were $0.65 per basic share and a6d $@r diluted share, compared with
fiscal 2008 results of $2.61 per basic share an89%ger diluted share and fiscal 2007 results o5@&Per basic share and $1.49 per dil
share on a split adjusted basis. Changes in Netriravere primarily driven by unrealized (losseg) gains of $(39.3) million, $6 million a
$(42.2) million, after taxes, for the years endegt8mber 30, 2009, 2008 and 2007, respectivelwetisas certain realized (losses) and g
associated with natural gas in inventory of $(34)ion, $9.3 million and $16.8 million, after tas, for the years ended September 30, !
2008 and 2007, respectively, which were primarilie do the change in the fair market value of finanderivative instruments as a resul
market conditions.

The Company’s Operating revenues and Gas purchastie fiscal years ended September 30, are vl

($ in Thousands 2009 2008 2007
Operating revenue $ 259246/ $ 3,816,211 $ 3,021,76!
Gas purchase $ 224516/ $ 3,330,750 $ 2,625,56

Operating revenues decreased $1.2 billion and Gashases decreased $1.1 billion for fiscal, 200tmared with fiscal 2008 d
primarily to:

e adecrease in Operating revenues of $1.2 billiah@as purchases of $1 billion at NJRES and a dsern@aOperating revenues of $
million at Retail and Other all as a result of lova@erage prices on the NYME.

e anincrease in Operating revenues of $3.2 millioth @ decrease in Gas purchases of $43.3 millidiJBIG. The increase in Operat
revenue was due primarily to an increase in bass,ravhile increased credits from incentive proggarontributed to the decreas:
Gas purchase

Operating revenues increased $794.4 million dufisgal 2008, compared with fiscal 2007 due prinyatib an increase in sa
transaction volume and prices at NJRES. NJRESardios volumes increased 12 percent and coupled avitaverage 21 percent increas
sales prices over the corresponding period resudtah increase in revenues of approximately $72dlltlon. Moderate increases in custol
growth and greater offystem sales at NJNG, partially offset by reduagstamer usage at NJNG also contributed to the &serén Operatir
revenues.

The factors that resulted in the increase in regsmiescribed above similarly affected an increa$y@5.2 million in Gas purchases

fiscal 2008, as compared with fiscal 2007. NJRES parchase transaction volumes increased 11 peraedtcoupled with an average
percent increase in gas purchases prices oveothesponding period, resulted in an increase inpgashases of approximately $639.3 million.
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Natural Gas Distribution Operations

NJING is a local natural gas distribution comparst firovides regulated retail energy services ta@pmately 487,000 residential ¢
commercial customers in central and northern Neweyeand participates in the off-system sales apadity release markets.

NJNG’s business is seasonal by nature, as weather iomsdidirectly influence the volume of natural gasivcered. Specificall
customer demand substantially increases duringvthter months when natural gas is used for hegtimgoses. As a result, NJNG rece
most of its gas distribution revenues during tist find second fiscal quarters and is subject iati@ns in earnings and working capital dul
the year.

The Electric Discount and Energy Competition ACDECA) provides the framework for New Jersegnergy markets, which are o
to competition from other energy suppliers. CulgeMIING’s residential markets are open to competition,itnchtes are segregated betw
BGSS (natural gas commodity) and delivery (i.ensportation) components. NJNG earns no utilitysgrmargin on the commaodity portior
its natural gas sales. NIJNG earns utility grosggimahrough the delivery of natural gas to its onsérs. Under an existing order from the B
BGSS can be provided by suppliers other than #ite’stnatural gas utilities.

NJNG's financial results for the fiscal years en&egtember 30 are as follows:

(Thousands 2009 2008 2007
Utility Gross Margin

Operating revenue $ 1,082,000 $ 1,078,822 $ 1,005,58:

Less:

Gas purchase 709,90t 753,24¢ 687,20:

Energy and other tax 66,76¢ 58,53¢ 56,47t

Regulatory rider expens 44,99 39,66¢ 37,60¢
Total Utility Gross Margir $ 260,33! $ 227,37C $ 224,30°
Operation and maintenance expe 106,81 98,03t 97,00¢
Depreciation and amortizatic 29,417 37,72: 35,64¢
Other taxes not reflected in utility gross mar 3,74( 3,47¢ 3,12¢
Operating incom $ 120,36: $ 88,13t $ 88,52¢
Other income 3,474 3,46( 3,46¢
Interest expense, net of capitalized inte 18,70¢ 21,271 21,18
Income tax provisiol 39,72¢ 27,84( 26,33¢
Net income $ 65,40! $ 42,47¢  $ 44,48(

The following table summarizes Utility Gross Margind Throughput in billion cubic feet (Bcf) of nealigas by type:

2009 2008 2007
($ in thousands Margin Bcf Margin Bcf Margin Bcf
Utility Gross Margin/Throughpt
Residentia $ 170,50¢ 43€ $ 154,30° 40.¢ $ 152,12¢ 41.¢
Commercial, Industrial and oth 47,76% 9.8 45,50! 9.C 45,41¢ 94
Firm Transportatiol 29,68: 9.4 19,72 8.S 17,96: 8.€
Total Firm Margin/Throughpt 247,95¢ 62.¢ 219,53: 58.7 215,51( 59.¢
Incentive program 12,057 66.1 7,65¢€ 34.t 8,12¢ 36.5
Interruptible 31¢ 4.1 482 6.4 672 6.5
BPU settlemen — — (300 — — —
Total Utility Gross Margin/Throughpt  $ 260,33! 133.C $ 227,37( 99.6 $ 224,30 102.¢

Utility Gross Margin

NJNG's utility gross margin is a ndBAAP financial measure defined as natural gas neeeress natural gas purchases, sales
Transitional Energy Facilities Assessment (TEFAJ aegulatory rider expenses, and may not be corbfgata the definition of gross mar
used by others in the natural gas distribution feess and other industries. Utility gross margircasnprised of utility firm gross marg
incentive programs and utility gross margin frorremuptible customers. Management
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believes that utility gross margin provides a mar@aningful basis than revenue for evaluating wtibiperations since natural gas costs, :
tax, TEFA and regulatory rider expenses are inadudeoperating revenue and passed through to cestand, therefore, have no effec
utility gross margin.

Natural gas costs are charged to operating exp@mstge basis of therm sales at the prices in N3NB&SS tariff approved by the BF
The BGSS tariff rate includes projected naturalgasts, net of supplier refunds, the impact of lreglgctivities and credits from nditm sale:
and transportation activities. Any underrecovene®verrecoveries from the projected amounts aferdsl and reflected in the BGSS te
rate in subsequent years.

TEFA, which is included in Energy and other taxegtie Consolidated Statements of Income, is cakedlan a petherm basis ar
excludes sales to cogeneration facilities, oth#éities and offsystem sales. TEFA represents a regulatory alloagsgssment imposed on
energy providers in the state of New Jersey, asATlE4S replaced the previously used utility groseigts tax formula.

Regulatory rider expenses consist of recovery ateshandated programs, the remediation adjustment @)energy efficiency cos
These expenses are offset by corresponding revemaeare calculated on a per-therm basis.

NJNG's Operating revenues increased by $3.2 milliorQ.8rpercent, and Gas purchases decreased by $4BoB,nor 5.8 percent, fc
fiscal 2009, as compared with fiscal 2008 as alresu

* anincrease in Operating revenue related to finmssa the amount of $79.9 million as a resultrafreases in BGSS, base rates,
associated with riders and sales tax and TEFA saritbed below and an increase in Gas purchasée iarhount of $39.2 million, a:
result of the BGSS increast

e anincrease in Operating revenue and Gas purchels#sd to firm sales in the amount of $52.2 millemd $34.2 million, respective
due primarily to weather being 8.9 percent coldentthe same period of the prior fiscal year, pHytioffset by a decrease
Operating revenue of $19.2 million, as a resulbefer accruals relating to the CIP during fiscaD2(

* a decrease in Operating revenue and Gas purchalsésd to offsystem sales in the amount of $85.4 million and.&8illion,
respectively, as a result of a 47 percent lowerame sales prices that decreased from $10.13/d86.8y/dth due to the change in
wholesale price of natural ge

* anetdecrease in Operating revenue and Gas pesch&$15 million related to fiscal 2009 temporeate credits of approximately $
million extended to customers, compared with a B@&&8nd of $30 million given to customers duringctl 2008. NJNG exten
these credits and refunds to its customers to neatltegrecovery of its gas costs during periods whieolesale natural gas costs
declining in comparison with the established ratduded in NIJN(s BGSS tariff;

e adecrease of $6.5 million in Gas purchases relatéucreased amounts received through the staregative program due primar
to the timing of the incentive margins during thregram's injection period as compared with the sper®d in the prior fiscal yea

e a decrease in Operating revenue and Gas purchelsgésdrto interruptible sales in the amount of $@illion and $5.4 millior
respectively, due to a decrease in sales to elex-generation customers; a

e a decrease of $1.7 million in Gas purchases relatadcreased amounts earned through the finamislalmanagement (FRM) a
capacity release incentive programs of $3.8 milliofiscal 2009 as compared with $2.1 million iscil 2008 due primarily to low
NYMEX market prices in comparison to published Henark prices, resulting in additional opportunitiepurchase call options tl
were below the established quarterly Financial Risikhagement (FRM) benchmark pricing lev

NJING's Operating revenues increased by $73.2 million7.8rpercent, and Gas purchases increased by #@iBidn, or 9.6 percen
respectively, for fiscal 2008, as compared witlkdis2007, primarily as a result of:

e an increase in Operating revenue and Gas purchiakeed to offsystem sales in the amount of $49.2 million and.%4fillion,

respectively, due primarily to the change in theolebale price of natural gas. During fiscal 2008Ni& sold 29.2 Bcf at an aver:
price of $10.13 per Bcf compared with 32.0 Befaaerage price of $7.54 per Bcf during fiscal 200the oftsystem marke!
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e areduction in BGSS customer refunds provided sademntial and small commercial customers of $44ilBam for Operating revenu
inclusive of sales tax refunds of $2.9 million,uk®g in a reduction of $41.4 million for Gas pbeses. In fiscal 2008 BGSS custo
refunds were $32.1 million, as compared with $7@ilion in fiscal 2007. These customer refunds wtre result of anticipat:
reductions in cost to acquire wholesale natural] gasipared with the established rate included ING's BGSS tariff;

* anincrease of $5.6 million in Operating revenue thuan increase of the amounts accrued througBifAg@rogram as a result of lov
customer usage and warmer weather, as described;t

* an increase in Operating revenue and Gas purchiekded to interruptible sales in the amount of7$illion and $4.5 millior
respectively, due to an increase in sales to éext-generation customer

e anincrease in Operating revenue related to starmgative revenue in the amount of $1.0 millios aaresult of opportunities availa
in the wholesale energy market due to changing etaxénditions relative to established benchme

e anincrease in Operating revenue related to nagiamltransport in the amount of $3.2 million duaoincrease in sales as a rest
an increase in customers using transportation sayice;

e an increase in Gas purchases of $300,000 as & ofsalnor-recurring charge to the BGSS associated with desetht agreeme
related to a BGSS filing for fiscal 2007 partiadiffset by;

e a decrease in Operating revenue and Gas purch$84.8 million and $30.2 million, respectively, agesult of a decrease in fi
sales due to a decline in customer us

Sales tax and TEFA, which are presented as botlpooents of Revenues and Operating Expenses indhsolidated Statements
Income, totaled $66.8 million, $58.5 million and6$s million in fiscal years 2009, 2008 and 200%&pextively. For fiscal 2009, sales
increased as a result of the increase of $120liomih Operating revenue from firm sales, as coragawith fiscal 2008. This increase in fis
2008 as compared with fiscal 2007 is due primadlgn increase in Operating revenue of 7.3 percent.

Regulatory rider expenses are calculated on ahgem basis. Regulatory rider expenses totaledrflion, $39.7 million and $37
million in fiscal 2009, 2008, and 2007, respectjvdlhe increase in regulatory rider expenses tafi2009 is due primarily to an increase in
rider rate along with an increase in firm throughpfi4.1 Bcf compared with fiscal 2008. The inceeds regulatory rider expenses in fis
2008 compared with fiscal 2007 was a result of ramrdase in the rider rate offset by a decreaséémts sold to customers as a resu
reduced usage.

Utility gross margin is comprised of three majoteggories:

e Utility Firm Gross Margin, which is derived fromgidential and commercial customers who receiverahtgas service from NJN
through either sales or transportation tari

* Incentive programs, where revenues or margins géseor savings achieved from B-approved of-system sales, capacity relei
Financial Risk Management or storage incentive g (defined in Incentive Programs, below) areeshdetween customers
NJING; anc

e Ultility gross margin from interruptible customerfaevhave the ability to switch to alternative fut
Utility Firm Gross Margin

Utility firm gross margin is earned from residehti@d commercial customers who receive naturakgagce from NJNG through eitt
sales or transportation tariffs.

As a result of NJNG implementation of the CIP, utility gross margino longer linked to customer usage. The CIP ghteis th
disincentive to promote conservation and energigieficy and facilitate normalizing NIJN&utility gross margin recoveries for variances
only in weather but also in other factors affectirgpge, including customer conservation. Recoveuntility gross margin for the noweathe
variance through the CIP is limited to the amourtestain gas supply cost savings achieved andhest to an earnings test, which contai
return on equity component of 10.3 percent.

Page 3¢




REGIE 2.1 Attachment 3 NEW JERSEY RESOURCES 10-K 2009
Page 45 of 143

New Jersey Resources Corporation
Part Il

ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
(Continued)

NJNG's total utility gross margin is not negatively afied by customers who use its transportation sema purchase natural gas f
another supplier because its tariff is designethabno profit is earned on the commaodity portidrsaes to firm customers. All customers \
purchase natural gas from another supplier contowse NJNG for transportation service.

Total utility firm gross margin increased $28.4 lioit, or 12.9 percent, in fiscal 2009, as compaxti fiscal 2008, due primarily to .
increase in residential and commercial margin eesalt of an increase in base rates effective @et8pb2008, partially offset by a decreas
the amounts accrued through the CIP program. Fiergim was also favorably impacted by the increasesidential and commercial firm &
transport customers of approximately 3,000 ovexafi2008.

Total utility firm gross margin increased $4.0 noifl, or 1.9 percent, in fiscal 2008. The changefisical 2008 were due primarily tc
$1.9 million increase in residential sales sendae to an increase in customer growth of 0.6 péraed a $1.8 million increase in resider
and commercial transport margin due to an increasastomer growth of 16.2 percent.

Utility firm gross margin from residential servisales increased to $170.5 million for fiscal 2089,compared with $154.3 million
fiscal 2008. NIJNG delivered 43.6 Bcf compared with8 Bcf, to its firm residential customers, du@gmarily to weather being 8.9 perc
colder. Utility firm gross margin from residentisgrvice sales increased $2.2 million for fiscal 205 compared with $152.1 million in fis
2007. NING delivered 41.8 Bcf in fiscal 2007, ®fitm residential customers.

The weather for fiscal 2009, was 0.9 percent celdan-normal, based on a 8ar average, which resulted in a negative adjustiol
utility gross margin under the weather componenthef CIP of $(177,000), compared with fiscal 20@8®jch was 8.7 percent warmer tl
normal and had an accrual of $9.1 million. The Wweain fiscal 2007 was 5.6 percent warmer than adrmhich resulted in an accrual of §
million. Under the provisions of the CIP, accruatdated to the weather portion are dependent onotioeirrence of degree days and
magnitude of the variance in relation to a nornegjrée day.

Customer usage was lower than the established be&hduring fiscal 2009, which resulted in an aetf utility gross margin und
the CIP of $3.1 million, compared with $13 milliéor fiscal 2008. The change in the weather and weather components of the CIP incl
the effect of adjustments, normal degree days, wopson factors and benchmarks related to the lmeselse per customer, which v
amended with NJNG' new base rates approved by the BPU effectiveligctd, 2008. Customer usage was also lower thargtablishe
benchmark during fiscal 2007, which resulted iraaarual of $8.3 million.

NJNG added 5,841, 7,175 and 8,421 new customersideheld natural gas heat and other services to @end@®, 728 and 770 existi
customers in fiscal 2009, 2008 and 2007, respdygtifdée decline in customer growth rate is drivgrabslower new construction market.

In fiscal 2010 and 2011, NJNG currently expectsada, in total, approximately 12,000 to 14,000 nawtaomers. In addition, NJN
expects to convert an additional 700 existing ausis per year to natural gas heat and other ssrvigghieving these expectations wc
represent an estimated annual customer growttofapproximately 1.2 percent and result in an estin sales increase of approximately
Bcf, annually. The Company believes that this glowbuld increase utility gross margin under NJN@IP tariff, as provided by the R
Order, by approximately $3.4 million annually.

These growth expectations are based upon managesmewiew of local planning board data, recent mar&search performed by th
parties, builder surveys and studies of populagi@mwth rates in NJNG' service territory. However, future sales willdféected by the weath:
actual energy usage patterns of NJNG’s customeagomic conditions in NIJNG’service territory, conversion and conservatidivigy, the
impact of changing from a regulated to a competitwvironment, changes in state regulation and otlaeketing efforts, as has been the
in prior years.

The following table shows residential and commémistomers using transportation services as ofiscal years ended September 30:

2009 2008 2007
Residential transpo 14,60¢ 11,54 9,22¢
Commercial transpo 6,351 5,28¢ 4,87¢
Total transpor 20,96¢ 16,83( 14,10«

Utility firm gross margin from firm transportatiaservice increased $10 million, or 50.5 percenisodl 2009. NING transported 9.4
for its firm customers in fiscal 2009, comparedhnv@.9 Bcf in fiscal 2008 due primarily to an incseain the number of residential
commercial transport customers. The increase imsprartation customers was due primarily to an imseein marketing activity by third pa
natural gas providers in NJNG'’s distribution temmnt.
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Utility firm gross margin from firm transportaticservice increased $1.8 million, or 9.8 percentisodl 2008. NJNG transported 8.9
for its firm customers in fiscal 2008, comparedha&.6 Bcf in fiscal 2007. The increase in utilifyri gross margin in fiscal 2008 was
primarily to an increase in the number of residdrand commercial customers switching from firmesaervice to firm transportation servi
combined with the impact of the CIP program.

Incentive Programs

To reduce the overall cost of its natural gas spmommitments, NJNG has entered into contractsetb ratural gas to wholes:i
customers outside its franchise territory when ratgas is not needed for firm system requiremertgse offsystem sales enable NJNC
reduce its overall costs applicable to BGSS custenm¢ING also participates in the capacity relenaeket on the interstate pipeline netw
when the capacity is not needed for its firm systequirements. NIJNG retains 15 percent of thetytijross margin from these sales, witt
percent credited to firm customers through the BGSS

The Financial Risk Management (FRM) program is giesil to provide price stability to NJN&hatural gas supply portfolio. The FI
program includes an incentive mechanism designezhtmurage the use of financial instruments to ecocelly hedge NJNG& natural ge
costs. Gross margin is generated by entering iim@n€ial option positions that have a strike phiedow a published quarterly benchm
minus premiums and associated fees. NING retaipefi®nt of the utility gross margin, with 85 perceredited to firm customers through
BGSS.

The storage incentive program shares gains anddass an 80 percent and 20 percent basis betwatonuers and NIJNG, respectivi
This program measures the difference between tiualamost of natural gas injected into storage ahénchmark established with the purc
of a portfolio of futures contracts applicable he tApril-through-October natural gas injection sgas

On October 3, 2008, the BPU approved the Rate Qrdgich extends the incentive programs through Betd®1, 2011, and provic
changes to certain volume and cost limitationsaurding these incentive programs. Skxe 2. Regulation.

Gross margin under NJN&incentive programs increased $4.4 million indls2009 to $12.1 million and totaled 66.1 Bcf iscfl 200¢
compared with $7.7 million of utility gross margamd 34.5 Bcf in fiscal 2008. The increase in wtijross margin was due primarily to
increase of $1.2 million in offystems sales, an increase of $1.5 million in dapeslease and an increase of $ 1.5 million iage incentive
as previously discussed.

Interruptible Revenues

As of September 30, 2009, NJNG serves 45 custothessigh interruptible sales as compared to 46 oosts in fiscal 2008 and
customers in fiscal 2007. Interruptible customeesthose customers whose service can be tempohalilgd as they have the ability to uti
an alternate fuel source. Although therms tranggoaind sold to interruptible customers represe#tedcf, or 3.1 percent of total through
for fiscal 2009, 6.4 Bcf, or 6.4 percent of theatdhroughput during fiscal 2008 and 6.5 Bcf, & percent of total throughput for fiscal 2C
they accounted for less than 1 percent of the tdiitly gross margin in each year as a resultefnatural gas commodity costs being the la
component of the sales price.

Operation and Maintenance Expense

Operation and maintenance expense increased $Bi@mor 9 percent, during fiscal 2009, as complangth fiscal 2008, due primari
to:

* increased benefit costs of $3.1 million, primadiye to a $1.4 million credit in fiscal 2008, thad dot recur in fiscal 2009, related
an adjustment to accrued medical premium expemseflect lower costs based on actual claims, aaliplith higher medical clair
in fiscal 2009 and increased Pension/OPEB c

* anincrease in the bad debt expense of $2.5 midlgsociated with higher operating revenues andiawl write-offs as a result of t
economic recession and the aging of receiva

* increased labor costs of $1.1 million due primatdyannual wage increases and an increase in thberunf employee:
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an increase in computer software leasing and maantee of $1.0 million
higher pipeline integrity management costs of $6@Q due to additional system assessments;

an increase of $515,000 in contractors expensesodiérd party damage repair and increased maamies

Operation and maintenance expense increased $llidhmor 1.1 percent, in fiscal 2008 as comparéih fiscal 2007 due primarily to:

higher compensation costs of $5.9 million as altesfuan increase in the number of employees arattoue labor as well as ann
wage increase:

an increase of $1.5 million due primarily to acrigase in NJNG' shared services expenses, including labor costg@nsulting fee
related to various tax positior

an increase of $1.2 million due primarily to anrggse in bad debt expense as a result of the brgaatts from the U.S. economy
customers in NJNG' service territory, based on a greater amounttdtanding receivables in excess of 150 days dartiafly offse

by

$4.0 million in settlement charges associated with ltong Branch/Mass Tort litigation case in fis2@D7 that did not recur in fisc
2008;

a $1.4 million credit as a result of adjusting aect medical premium expenses to reflect lower cbated on actual claims p:
partially offset by increased claims; a

lower pipeline integrity costs of $1.4 millio

Depreciation Expense

Depreciation expense decreased $8.3 million irafi2009 compared to fiscal 2008 due to a rate tamluérom 3 percent to 2.34 perc

and amortization of previously recovered assetaetént obligations, both of which were part of thettlement of the base rate ¢
Depreciation expense in fiscal 2008 increased ##lllon, as compared with fiscal 2007, as a resiilgreater utility plant being placed ii

service.

Operating Income

Operating income increased $32.2 million, or 3@&6cpnt, in fiscal 2009, as compared with fiscal@@ue primarily to:

an increase in total Utility gross margin of $33liom, as previously discusse
a decrease in depreciation expense of $8.3 milisrmpreviously discussed; partially offset
an increase in Operations and maintenance expeitise amount of $8.8 million, as previously disatssand

a decrease in interest income of $660,000, duegpilyrto a settlement of a counterparty receivahkg included interest income
escrowed amounts in fiscal 20(

Operating income remained relatively consister##&&.1 million and $88.5 million, respectively, iisdal 2008 as compared with fis

2007, due primarily to:

an increase in total Utility gross margin of $3.1lion, as previously discusse
an increase in Depreciation expense of $2.1 millé&ena result of greater utility plant being plag#d service; partially offset b
an increase in Operation and maintenance expef$dstomillion, as previously discussed; ¢

Interest income remained relatively consist
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Interest Expense
Interest expense decreased $2.6 million in fisB8B2 compared with fiscal 2008, due primarily to:

* lower average interest rates and balances relatddJNC' s commercial paper program, as well as lower ragsociated with i
variable rate EDA bonds; partially offset

e the issuance of lo-term fixed rate debt of $125 million in May 200&rpally offset by the redemption of a $30 millimond o1
November 1, 200¢

Interest expense in fiscal 2008 remained consisterdcompared with fiscal 2007. NIJNG issued additidixedrate debt during fisc
2008 and incurred higher rates on it variable-datiet, however, the resulting increases in integgpense were offset by lower rates on NJNG’
commercial paper as well as lower BGSS interestto@edecrease in overrecovered gas costs.

Net Income

Net income increased $22.9 million, or 54 percémt$65.4 million in fiscal 2009, as compared witkc&l 2008 due primarily to .
increase in Operating income of approximately $3gilion and lower Interest expense of $2.6 millias discussed above, partially offse
higher income tax expense of $11.9 million, assalteof the higher pre-tax income.

Net income decreased $2.0 million, or 4.5 perderfiscal 2008, as compared with fiscal 2007 duengrily to lower Operating incon
as described above and an increase in income fzeneg of approximately $1.5 million due to a din@ net after tax charge of $1.0 mill
related to a tax position associated with utilitpgerty.

Energy Services Operations

NJRES is a nomegulated natural gas marketer principally engagetthe optimization of natural gas storage andgpantation asse
ultimately resulting in physical delivery of natugas to its customers, while managing its exposuithe price risk associated with its nat
gas commodity supply through the use of financaiudtive contracts. NJRES has physical storageti@ms$portation capacity contracts v
natural gas storage facilities and pipelines wilaltbw it to take advantage of the continuous charigesupply and demand that it faces ir
market areas in which it participates and alsosassitural gas marketers, local distribution conggrindustrial companies, electric genere
and retail aggregators in managing their supplysee

When NJRES enters into contracts for the futurevepl and sales of physical natural gas, it simdtausly enters into financ
derivative contracts at market prices to estabdishinitial financial margin for each of its foreted physical commodity transactions.
financial derivative contracts also serve to prbtbe cash flows of the transaction from volatility commodity prices as NJRES locks
pricing and can include futures, options, and se@mracts, which are all predominantly actively tpgoon the NYMEX.

Through the use of its contracts for natural gasagie and pipeline capacity, NJRES is able to takeantage of pricing differenc
between geographic locations, commonly referredstdlocational spreadsds well as over different time periods, for theid®ly of nature
gas to its customers, thereby improving the iditigistablished financial margin result. NJRES zéi§i financial futures, forwards and s
contracts to establish economic hedges that fixpotect the cash flows surrounding these transiasti
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Accordingly, NJRES utilizes these contractual assetoptimize its opportunities to increase itsafinial margin by capitalizing
changes or events in the marketplace that impduotalaggas demand levels. NJRES generates finamgggin through three primary channels:

* Storage: NJRES attempts to take advantages of differeirc@sarket prices occurring over different time pels (time spreads)
follows:

* NJRES can purchase gas to inject into storage anducrently lock in gross margin with a contractsedl the natural gas a
higher price at a future date; a

*  NJRES can purchase a future contract with an elsliyery date at a lower price and simultaneously another future contre
with a later delivery date having a higher pri

* Transportation (Basis) Similarly, NJRES benefits from pricing differeiscéetween various receipt and delivery points ale
natural gas pipeline as follow

* NJRES can utilize its pipeline capacity by purchgshatural gas at a lower price location and trargm to a higher vall
location. NJRES can enter into a basis swap cdntaafinancial commodity derivative based on thiegof natural gas at tv
different locations, when it will lead to positieash flows and financial margin for NJRE

* Daily Sales Optimization (Cash Consists of buying and selling flowing gas onailydbasis while optimizing existing transg
positions during shc-term market price movements to benefit from locaispreads

* Involves increasing the financial margin on estti®d transportation hedges by capitalizing on priogements between spec
locations.

Typically, periods of greater price volatility pide NJRES with additional opportunities to geneffatancial margin by optimizing i
storage and transport capacity assets, and captth@ir respective time or locational spreads. Thmbination of strategically positior
natural gas storage and transportation capaciti@gdes NJRES with a significant amount of arbigagpportunities that are typically m
prevalent during periods of high price volatility.

Predominantly all of NJRES$hysical purchases and sales of natural gas riesthié physical delivery of natural gas. Prioriszél 200¢
NJRES applied normal accounting treatment as atlomeGAAP to certain of its physical commodity c@uts, under which related liabilit
incurred and assets acquired were recorded wHerdithe underlying commodity passed. As of Octdhe2008, NJRES has elected not to
normal accounting treatment. Therefore, all NJRE$sjzal commodity contracts are recorded at fainean the Consolidated Balance Sh
with any changes in fair value related to its fordvphysical sale and purchase contracts recogrigedcomponent of Operating revenues
Gas purchases, respectively, in the Consolidatei®ents of Income.

The changes in fair value of NJREfiancial derivative instruments, which are finaidutures, swaps and option contracts are
recognized in the Consolidated Statements of Inc@®m@ component of Gas purchases.

NJRES’financial and physical contracts will result, otiene, in earning a gross margin on the entire atisn. For financial reportit
purposes under GAAP, the change in fair value aatat with derivative instruments used to econofhyichedge these transactions
recorded as a component of Gas purchases in theoldated Statements of Income during the duratibrthe financial instrument
commodity contract. These changes in fair valueraferred to as unrealized gains and losses. leratistances, certain financial contri
designed to economically fix or hedge the priceatural gas that is purchased and placed intoggota be sold at a later date, settle and |
in realized gains, which are also recorded as gooent of Gas purchases in the Consolidated Statsro&income.

These unrealized gains or losses from the chandarivalue of unsettled financial instruments gtgy/sical commodity contracts,
realized gains or losses related to financial imagnts that economically hedge natural gas inventat has not been sold as part of a pla
transaction, cause large variations in the repogezss margin and earnings of NJRES. NJRES willtivae to earn the gross mar
established at inception of the transaction over dhration of the forecasted transaction and maylile to capitalize on events in
marketplace that enable it to increase the initiatgin; however, gross margin or earnings durirmipges prior to the delivery of the natural
will not reflect the underlying economic result.
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NJRES recognizes its demand charges, which regrédsemight to use natural gas pipeline and stogEacity assets of a thiphrty
over the term of the related natural gas pipelinstarage contract. The term of these contractg fram less than one year to ten years.

Operating Results

NJRES'’ financial results for the fiscal years en@egtember 30 are summarized as follows:

(Thousands 2009 2008 2007

Operating revenue $ 1,498,74 $ 2,714,773 $ 1,994,68
Gas purchases (including demand char 1,537,63. 2,577,66 1,938,35!
Gross (loss) margi (38,897 137,06t 56,32:
Operation and maintenance expe 16,46¢ 27,38¢ 18,52:
Depreciation and amortizatic 20k 20¢€ 214
Other taxe: 1,57¢ 1,13¢ 66C
Operating (loss) incom (57,139 108,34 36,92¢
Other income 57C 204 55E
Interest expense, n 322 2,57¢ 4,22:
Income tax (benefit) provisia (24,259 38,80¢ 14,31:
Net (loss) incomt $ (32,63) $ 67,16¢ $ 18,95(

NJRES records its financial derivative instrumeudgsg fair market values. The mark+twarket changes on these financial instrun
are reflected as a component of Gas purchases i@dhsolidated Statements of Income.

As of September 30, 2009, NJRES’ portfolio of finghderivative instruments was comprised of:

* 31.5 Bcf of net short futures contracts and fixe@s positions, with an average fixed price of $§&t dekatherm (dth

11.5 Bcf of net short basis swap positic

As of September 30, 2008, NJRES' portfolio of fin@h derivative instruments was comprised of:

20.7 Bcf of net short futures contracts and fixedys positions, with an average fixed price of $42r dth;
* 46.4 Bcf of net short basis swap positic

NJRES'’ portfolio as of September 30, 2007, was asegd of:

28.4 Bcf of net short futures contracts and fixedys positions, with an average fixed price of $9(@ér dth;
e 49.9 Bcf of net short basis swap positic
Gross Margin

Gross margin for fiscal 2009, decreased by $17@amjlcompared with fiscal 2008, due primarily tmgyter realized losses associt
with economic hedges of the purchase prices ofnatural gas in inventory as well as increased Uigexhlosses during fiscal 2009. 1
combination of these changes in values generatezt anfavorable variance of $(136.5) million in mlévalues on its financial and physi
commodity contracts compared with fiscal 2008.

NJRES’results during fiscal 2009, were impacted by thetioming decline in the price of natural gas raaglin realized (losses) rela
to gas in inventory of $(55.9) million compared dains of $14.5 million during the prior year. Thealized (losses) gains pertain to
settlement of certain purchased futures and fixegpscontracts, which economically hedge plannedrabfjas purchases. The losses inct
during fiscal 2009 resulted from a lower settlemprite as compared to the original hedge pricetf@ie price)consistent with a gene
decline in the market price of natural gas. Corelgrdiscal 2008 was a period of rising commoditices, therefore NJRES recorded real
gains as a result of settlement prices that wenergdly higher in comparison to initial trade psce
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As these financial contracts settle, the physiealig purchased and injected into storage. Thegsiqath gas injections and the associ
financial hedges are part of the NJREBBS5iness strategy to subsequently sell the nagiaslfrom storage in the future. The realized ans
are a component of the anticipated financial maegisociated with the overall strategy, and as @tre§ certain accounting requirements,
recognized in current earnings and result in antjrdifference until the related gas is sold at Wwhime, NJRES will realize the entire mat
on the transaction.

In addition to the realized amounts discussed abNJRES had unrealized (losses) gains of $(47.8jomiand $18.4 million durin
fiscal 2009 and fiscal 2008, respectively. The atized losses relate to certain derivative consréitat have not yet settled. These unrea
amounts represent the change in price of naturalfigen the original hedge price as compared tonttaeket price of natural gas at e
reporting date. These unrealized amounts relapdysical and financial contracts that lock in eegalice on the physical gas that will be s
When NJRES sells the purchased gas, the assofiisdetial hedges will be settled and any previouslgognized unrealized amounts rel:
to these transactions will be realized.

Also contributing to the lower margin that resulfedm the higher net losses discussed above, vaesgease in storage spreads du
fiscal 2009, as described further in the discussidimancial margin in th&lon-GAAP measuresection.

NJRES had a gross margin of $137.1 million and $5éillion in fiscal 2008 and fiscal 2007, respeetiz The increase in gross mat
of approximately 143.4 percent is primarily dudai@er gains on derivative contracts in fiscal 2@8&ompared to fiscal 2007.

Since NJREShYortfolio of financial derivative instruments isroprised of net short positions, the overall higheerage fixed pric
resulted in unrealized and realized gains of $t@ldon and $14.5 million, respectively, for fisc2008, as compared with unrealized losse:
realized gains of $(63.5) million and $28.6 milljaespectively, in fiscal 2007. The realized gaioted above of $14.5 million in fiscal 2(
and $28.6 in fiscal 2007, resulted from the settiethof open derivative instruments that were ecadoalty hedging natural gas still in stor:
inventory and not yet sold.

NJRES'’gross margin in fiscal 2008 benefitted from a 4écpet decline in average market prices during theth quarter. Averay
market prices related to the financial derivatilte®NJRES’portfolio decreased from $14.64 per dth as of BMe2008 to $7.95 per dth as
September 30, 2008, resulting in unrealized anlizezhgains during the fourth quarter of $195.5ligml and $2.3 million, respectively.

Non-GAAP measures

Additionally, management of the Company uses norABAneasures, noted as “financial margin” and “mearicial earnings”wher
evaluating the operating results of NJRES. SincREE economically hedges its natural gas purchasgsaes with derivative instrumel
management uses these measures to compare Nd&du8S against established benchmarks and eartarggts as it eliminates the impac
volatility to GAAP earnings associated with theidetive instruments. Volatility can occur as a fesf timing differences surrounding t
recognition of certain gains and losses. Thesengidifferences can impact GAAP earnings in two ways

* Unrealized gains and losses on derivatives aregrézed in reported earnings in periods prior togitel gas inventory flows; ar

* Unrealized gains and losses of prior periods akassified as realized gains and losses when demgaare settled in the same pe
as physical gas inventory movements oc

Net financial earnings is a measure of the earnaged on eliminating these timing differencesffectively match the earnings effe
of the economic hedges with the physical sale ef G@nsequently, to reconcile from GAAP to botlafinial margin and net financial earnir
current period unrealized gains and losses onéhgatives are excluded as a reconciling item. #iddally, the effects of economic hedging
the value of our natural gas in storage also ireduith current period net loss, however financiatgiraand net financial earnings include ¢
realized gains and losses related to natural gd<osit of inventory, effectively matching the felarnings effects of the derivatives with real
margins on physical gas flows.
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Management views financial margin and net finane&inings as more representative of the overaketeg economic result. To
extent that there are unanticipated changes inmiukets or to the effectiveness of the economigbedNJRES’ noGAAP results can t
different than was originally planned at the begigrof the transaction.

The following table is a computation of financiaargin of NJRES for the fiscal years ended Septergder

(Thousands 2009 2008 2007
Operating revenue $ 1,498,74. $ 2,714,730 $ 1,994,68
Gas purchase 1,537,63. 2,577,66 1,938,35!
Add:
Unrealized loss (gain) on derivative instrume 47,63: (18,449 63,47
Effects of economic hedging related to naturaliggsntory and certain demand fe 55,94( (14,529 (28,599
Financial margir $ 64,67¢ $ 104,08¢ $ 91,19¢

A reconciliation of Operating income, the close®AP financial measurement, to the financial margirNJRES is as follows for tl
years ended September !

(Thousands 2009 2008 2007
Operating (loss) incom $ (57,139 $ 108,34: $ 36,92¢
Add:

Operation and maintenance expe 16,46¢ 27,38¢ 18,52:

Depreciation and amortizatic 20t 20¢€ 214

Other taxe: 1,57« 1,13¢ 66C
Subtotal- Gross margir (38,897 137,06¢ 56,32
Add:

Unrealized loss (gain) on derivative instrume 47,63: (18,449 63,47

Effects of economic hedging related to naturaliggsntory and certain demand fe 55,94( (14,529 (28,599
Financial margir $ 64,67¢ $ 104,08¢ $ 91,19¢

A reconciliation of Net (loss) income to net fingdearnings is as follows for the years ended &aper 30:

(Thousands 2009 2008 2007
Net (loss) incomt $ (32,63) $ 67,16¢ $ 18,95(
Add:
Unrealized loss (gain) on derivative instrumengg, of taxes 29,33: (10,839 37,98¢
Effects of economic hedging related to natural igasntory and certain demand fe
net of taxe: 34,47¢ (9,325 (16,78
Net financial earning $ 31,17¢ $ 47,00: $ 40,14¢

Financial margin in fiscal 2009 and fiscal 2008 sv§&54.7 million and $104.1 million, respectivelheldecrease of $39.4 million is «
to the expiration of a favorable physical transpapacity contract servicing the Northeast markgtan that was no longer available for a
optimization in fiscal 2009, along with the trangjation portfolio experiencing lower hedged valeesipled with higher capacity fees, ar
decrease in financial margin from the storage pbotf Financial margin from the storage portfoliecdeased by $22.6 million, as comp:
with fiscal 2008, due primarily to lower averageesmls on storage positions in fiscal 2009.

NJRES' financial margin in fiscal 2008 increase@.9Imillion, compared with fiscal 2007, due printaitd the acquisition of additior
transport contracts for the Northeast market regioring the first quarter of fiscal 2008. The aduditl transport contracts enabled NJRE
transact greater volumes in the market region aleitly establishing more favorable locational speetitht contributed to higher margins.
average maximum daily quantity of firm transpodatcapacity (excluding asset management contremdsgased to 803,776 dth in fiscal 2
from 766,403 dth in fiscal 2007.
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The increase in financial margin during fiscal 20@8s also due to additional arbitrage opportunfieNJRES’daily sales optimizatic
activities. The arbitrage opportunities were paattyibutable to market price volatility that prinitg benefited NJRESNortheast market regir
during the fourth quarter of fiscal 2008. Locatibpece fluctuations may arise from numerous fagtamcluding severe weather patterns suu
those experienced during fiscal 2009 by hurricdkesand Gustav in the Gulf of Mexico. NJRE®/erall sales volumes increased to 292.5
during fiscal 2008 from 260.1 Bcf during fiscal 200

Partially offsetting the increase in financial margrom the above described activities were loweerage time spreads on stor
positions, which decreased to $0.372 per dth tafi2008 from $0.528 per dth in fiscal 2007. Therdase in average time spreads on st
positions is attributable primarily to pricing cotions that existed during the month of Februan®@20primarily as a result of weatl
conditions, which enabled NJRES to transact a sigmt volume of withdrawals from existing storagesitions that generated higher stoi
margins in the prior fiscal year. Fiscal 2008 did experience a similar pricing event for time sgpie

Operation and Maintenance Expense (O&M)

Operation and maintenance expense decreased $ll0dh,nor 39.9 percent, during fiscal 2009, as qared with fiscal 2008, d
primarily to a $5.4 million decrease in incentiveasbd compensation expense and a $5.3 million dexieaharitable contributions.

Operation and maintenance expense increased bynfiBi®n in fiscal 2008 due primarily to an increasf $4.8 million in charitab
contributions, an aggregate increase of $4.1 milfir corporate services, compensation costs (@suwt of higher salary and incentive c
based on performance measures), greater suppoenge® and increased accounting fees. In March 200BES established a phys
presence near the Gulf region by opening a sa&eidfiice in Houston, Texas, which also contributedome of the increases in compens:
and support costs.

Future results are subject to NJRESIlity to maintain and expand its wholesale marigactivities and are contingent upon many ¢
factors, including an adequate number of apprapr@unterparties, volatility in the natural gas ke#yr availability of storage arbitra
opportunities, sufficient liquidity in the energwding market and continued access to the capaskets.

Retail and Other Operations

The consolidated financial results of Retail antigtor the fiscal years ended September 30 arensuired as follows:

(Thousands 2009 2008 2007

Operating revenue $ 14,006 $ 22,85( $ 21,77¢
Operation and maintenance expe $ 26,07 $ 23,16: $ 21,07
Equity in earnings, net of te $ 4,268 $ 1,98t $ 1,66
Net loss $ (5,529 $ 477 $ (497)

Operating revenue decreased $8.8 million, or 38réemt, in fiscal 2009, to $14 million as compavéth $22.9 million in fiscal 200!
due primarily to greater unrealized losses at NdRr&y, which were the result of declining marketgs within a portfolio of net long financ
derivative positions along with a decrease in ifetian revenue at NJRHS.

Operating revenue in fiscal 2008, increased $1.liomicompared with fiscal 2007 due primarily tocirased rental income of $
million at CR&R as a result of an increase of afapace leased in a building completed in May 280d@,$1.1 million at NJRHS due prima
to increased service contract revenue, partialfgedfby higher unrealized losses related to NJRrd@sne financial derivative contracts. 1
portfolio of swap contracts is comprised primadgfong positions, which decrease in value durieggrs of declining market prices

Operation and maintenance expenses in fiscal 20€@ased $2.9 million, as compared with fiscal 2@08& primarily to higher lab
costs and increased building and utilities expeaseshigher health care costs at NJRHS. Operatidmaaintenance expense increased by
million in fiscal 2008 compared with fiscal 200 yedprimarily to higher compensation costs resulfiogh annual wage increases and incre
shared services expenses.
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Taxes netted in Equity in earnings from Iroquois &4.8 million, $1.3 million and $1.1 million andeaincluded in the Consolidat
Statements of Income for the fiscal years endede®dper 30, 2009, 2008 and 2007, respectively. Edquiearnings from Iroquois is driven
the underlying performance of natural gas trangpior through its existing pipeline, which is bassd FERCregulated tariffs. Similarl
Equity in earnings from Steckman Ridge is driverslyrage revenues based on FERGQulated tariff. Taxes netted in Equity in earsifign
Steckman Ridge were $1.1 million in fiscal 2009.

Net loss for fiscal 2009, increased $5.1 millioompared with fiscal 2008, due primarily to the desed operating revenue at |
Energy and NJRHS and the increased O&M expenseialpaoffset by an increase in equity in earnirayal lower income tax expense i
result of the lower Operating income.

Net loss in fiscal 2008 remained constant as coetparith fiscal 2007. The increased operating reeeauNJRHS and CRé&R,
previously discussed, and increased earnings fheninivestment in Iroquois were offset by the inseghOperation and maintenance expe
and unrealized losses at NJR Energy.

NJR Energy has an economic hedge associated viithgaerm fixed price contract to sell gas to a courdesp Unrealized losses
gains at NJR Energy are the result of the changeaine associated with financial derivative instamts (futures contracts) designet
economically hedge the long-term fixed-price cocitra

The Income statement impact includes unrealizesséls) associated with these derivative instrumei$§16.8) million, $(8.2) millio
and $(7.2) for the fiscal years ended Septembe2@09, 2008 and 2007, respectively, which are dExbrpretax, as a component of Operal
revenues.

Additionally, management of the Company uses the-@AAP measure “net financial earningsthen viewing the results of N.
Energy to monitor the operational results withdng impact of unsettled derivative instruments.

A reconciliation of Net (loss) income to Net fingcearnings, a non-GAAP measure, is as follows:

(Thousands 2009 2008 2007
Net loss $ (5,529 $ 47 % (497)
Add:

Unrealized loss on derivative instruments, neb®gt 9,917 4,81( 4,22:
Net financial earning $ 438t $ 433 $ 3,72¢

Net financial earnings remained relatively flat feacal 2009 compared with fiscal 2008. Equity errings, net of tax, increased §
million due to improved earnings at Iroquois, pelyi offset by a increases in Operation and maemer and Interest expense, as noted above.

Net financial earnings increased $607,000 in fi2€4l8 compared with fiscal 2007, due primarilyrioreases in Operating revenue,
equity in earnings, offset by an increase in O&Mesviously discussed.

Liquidity and Capital Resources

NJR'’s objective is to maintain a consolidated capitalcsure that reflects the different charactersstid each business segment
business operations and provides adequate findtei@ility for accessing capital markets as reqdi

NJR'’s consolidated capital structure at Septembexas as follows:

2009 2008
Common stock equit 53% 51%
Long-term debt 35 32
Shor-term debi 12 17
Total 10C% 10C%

When netting NJR’s cash balance of $36.2 milliod 42.6 million at September 30, 2009 and 200§ eetvely, with shorterm dek
balances, the corresponding capital ratios of comatock equity, longerm debt and short term debt are 55 percent, B&peand 9 percent
September 30, 2009 and 53 percent, 33 percentapdrtent at September 30, 2008.
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Common stock equity

NJR satisfies its external common equity requireisighany, through issuances of its common stagoluding the proceeds from stc
issuances under its Automatic Dividend Reinvestni@lah (DRP) and proceeds from the exercise of pptitat were granted under
Company’s longerm incentive program. The DRP allows NJR, abjsion, to use shares purchased on the open markasury shares
newly issued shares. NJR issued approximately 88%h0ares related to the DRP and exercised opdirsg fiscal 2009.

On January 23, 2008, NJR’s Board of Directors apgdaa 3-for 2-stock split in the form of a dividefod the Companys common stoc
shareholders of record on February 8, 2008. Thdéiaddl shares were issued on March 3, 2008, riegulh an increase in average sh
outstanding from approximately 28 million to approately 42 million.

The Company has a share repurchase program thatigsdor the repurchase of up to 6.8 million skaye a spliadjusted basis. As
September 30, 2009, the Company repurchased apmately 6.5 million of those shares and has theitahib repurchase approximat
325,000 additional shares under the approved pmgra

Debt

NJR and its unregulated subsidiaries rely on clastsfgenerated from operating activities and wtian of committed credit facilities
provide liquidity to meet working capital and extal debt-financing requirements.

As of September 30, 2009, NJR, NJRES and NJNG baunitted credit facilities of $605 million with apgpximately $448.9 millio
available under these facilities (d¢ete 8. Short-term debt and credit facilitles

NJR believes that as of September 30, 2009, NJRNAING were, and currently are, in compliance withfimancial covenants, whic
consists of a debt-to-capital ratio covenant anddditional interest coverage ratio covenant foN{§J

NJR believes that its existing borrowing availdapiland cash flow from operations will be sufficidotsatisfy its and its subsidiaries’
working capital, capital expenditures and divideaduirements for the foreseeable future. NJR, N&N& NJRES currently anticipate tha
financing requirements in fiscal 2010 and 2011 Wi met through the issuance of short-term and-terg debt and proceeds from
Companys DRP. The continued tightening of the U.S. credliirkets and the continuing flight of banks to presecapital have led to
slowdown of lending between banks, which has tedkdlownstream to businesses. A prolonged constmicti credit availability could possit
affect management’s ability to borrow.

On August 24, 2009, NJING, filed a petition in Dockéo. GF09080702 with the BPU , pursuant to N.J.S1&3-7 and 48:3 anc
N.J.A.C. 14:-5.9, requesting authorization over a three yeaiogeto issue debt, renew its expiring credit fagjlienter into interest re
hedging transactions and increase the size ofétemheasing program should the necessity arise.

NJR

On September 24, 2007, NJR issued $50 million ofddored Senior Notes, which were used for finandmgnitial investment i
Steckman Ridge and general corporate purposesding refinancing short-term debt. These notes leat@year maturity and an interest
of 6.05 percent.

On March 15, 2009, NJR fully repaid its $25 milligh75 percent, Unsecured Senior notes at maturity.

On December 13, 2007, NJR refinanced its prioraesriedit facility, which was scheduled to expire @ecember 16, 2007, into a r
$325 million fiveyear revolving unsecured credit facility. The newsdit facility permits the borrowing of revolvingdns and swing loans,
well as the issuance of letters of credit. Swirenlare loans made available on a sdmebasis for an aggregate principal amount obupbl
million and repayable in full within a maximum ahsen days of borrowing. It also permits an incregagée facility, from time to time, with tl
existing or new lenders, in a minimum of $5 milliorcrements up to a maximum $100 million at thediag banks discretion. Borrowin
under the new facility are conditional upon comptia with a maximum leverage ratio, as defined artbw credit facility, of not more th
0.65 to 1.00 at any time. NJR used the initial batngs under the new credit facility to refinante prior credit facility. In addition, certain
NJR’'s non-regulated subsidiaries have guaranteedettetiders all of NJR’s obligations under the needirfacility.

Depending on borrowing levels and credit rating3RI8 interest rate can either be, at its discretiba, tIBOR or the Federal Fur

Open Rate plus an applicable spread and faciliey f&s of September 30, 2009, N3Reffective rate was 0.57 percent on outstar
borrowings of $143.4 million under this credit fiétyi
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Financial covenants contained in NJR’s credit facihclude a maximum debt-ttwtal capitalization of 65 percent. At Septembe)
2009, the debt-ttetal capitalization was 46 percent after adjusttmdor the fair value of derivative assets andilitds and standby letters
credit, as defined in NJR’s credit facility.

NJR'’s shortterm borrowings at September 30, 2009, increas&d48.4 million from $32.7 million at September 2008 due primaril
to NJR’s increased investment in Steckman Ridgeaalditional share repurchases.

As of September 30, 2009, NJR had a $12 milliotetetf credit outstanding on behalf of NJRES, whiah expire on December 3
2009, which is used for margin requirements fouratgas transactions. NJR also has a $675,00€r lettcredit outstanding on behalf
CR&R, which will expire on December 3, 2009 andrisplace to support development activities. Thestets of credit reduce the amc
available under NJR’committed credit facility by the same amount. Niiies not anticipate that these letters of creditbe drawn upon b
the counterparties, and they will be renewed asssary.

NJR uses its short-term borrowings primarily tafice its share repurchases, to satisfy NJRES’-ghyort liquidity needs and to finan
on an initial basis, unregulated investments. NJREEB of high-injection, high-withdrawal storageifdies and anticipated pipeline park-and-
loan arrangements, combined with related economilgiimg activities in the volatile wholesale natugas market, create significant shtater
cash requirements.

NING

NJING satisfies its debt needs by issuing short-lang-term debt based upon its own financial peoffhe seasonal nature of NJNG’
operations creates large shtatm cash requirements, primarily to finance ndtges purchases and customer accounts receivaleC
obtains working capital for these requirements, fordthe temporary financing of construction and RiG@mediation expenditures and
energy tax payments, through the issuance of comatgraper and short-term bank loans.

On November 1, 2008, upon maturity, NJING redeemddli its $30 million, 6.27 percent, Series X Eikdortgage bonds.

In October 2007, NJNG entered into an agreemenstiordby letters of credit that may be drawn upoough December 15, 2009,
up to $50 million. As of September 30, 2009, neelet of credit have been issued under this agreembase letters of credit would not red
the amount available to be borrowed under NJNGdlitfacility.

To support the issuance of commercial paper, NJE&ah$250 million committed credit facility withvezal banks, with a year tern
expiring in December 2009. NJNG currently plangseoew or replace this facility prior to or upon é@spiration. NJNG had no commert
paper outstanding as of September 30, 2009, compéth $145.5 million as of September 30, 2008.rBaings under NIJNG' credit facility
are conditioned upon compliance with a maximum fiage ratio, as defined in the credit facility, oft more than 0.65 to 1.00 at any time a
minimum interest coverage ratio, as defined indfealit facility, of less than 2.50 to 1.00.

In May 2008, NING issued $125 million of 5.6 pertcggnior notes due May 15, 2018, in the privategri@ent market pursuantto a r
purchase agreement. The notes are secured untiéléreese date (which is the date at which the ggquovided by the pledge under NING’
mortgage indenture would no longer be availabladlners of any outstanding series of NJNGeénior secured notes, and such indebte
would become senior unsecured indebtedness) byjaal amount of NIJNG first mortgage bonds (Serie}, land interest is payable on
Notes sen-annually. The proceeds from the notes were useefittance short-term debt and to fund capital exjtere requirements.

NJNG is obligated with respect to loan agreementaisng six series of variable rate bonds totakpgproximately $97 million «
variablerate debt backed by securities issued by the NeseyeEconomic Development Authority (EDA). The EaAnds are commor
referred to as auctiorate securities (ARS) and have an interest ratet egery 7 or 35 days, depending upon the appkcabties, when i
auction is held for the purposes of determininggbeurities. The interest rates associated witi\ti¥G’s variablerate debt are based on
rates of the related EDA ARS. As of September @92 all of the auctions surrounding the EDA ARSeénéailed, resulting in those bor
bearing interest at their maximum rates, as defingbde EDA ARS, as the lesser of (i) 175 percdr@0day LIBOR or (ii) 10 to 12 percent |
annum, as applicable to such series of ARS. AsepteSnber 30, 2009, the 3y LIBOR rate was 0.25 percent. While the failafehe ARS
auctions does not signify or constitute a defanltNAING, the EDA ARS does impact NIJNG’s borrowingtsoof the variableate debt. A
such, NJNG currently has a weighted average irtteais of 0.44 percent as of September 30, 2009 paced with a weighted average
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interest rate of 4.6 percent as of September 308.Z0here can be no assurance that the EDA ARShaile enough market liquidity to av
failed auctions in the future, which could potelfidnave an adverse impact on NJN@orrowing costs if LIBOR rates increase. NJ
reviewing alternative methods for refinancing thR®\at NJNG on a continuing basis, however, it camssure that alternative source
financing can be implemented in a timely manner.

Neither NJNG nor its assets are obligated or plédgesupport the NJR or NJRES facilities.

NJRES

NJRES had a $ear, $30 million committed credit facility with multinational financial institution that expired @ctober 200!
Borrowings under this facility were guaranteed byRN As of September 30, 2009, there were no bongsviunder this facility. Upc
expiration, the credit facility was not renewed.

Sale-Leaseback

NJING received approximately $6.3 million, $7.5 il and $5.5 million in fiscal 2009, 2008 and 206&5pectively, related to the sale-
leaseback of a portion of its gas meters. NJNG plsos to continue its meter sale-leaseback progitzapproximately $5 million annually.

Contractual Obligations

The following table is a summary of NJR, NJNG aniRES contractual cash obligations and financialm@aments and their applical
payment due dates as of September 30, 2009.

Up to 2-3 4-5 After

(Thousands Total 1 Year Years Years 5 Years

Long-term debt @ $ 561,26: $ 16,97 $ 51,19: $ 89,52t $ 403,56¢
Capital lease obligatior () 83,44¢ 9,94: 21,49¢ 15,37¢ 36,62"
Operating lease (@ 10,45¢ 2,93¢ 3,98¢ 2,03¢ 1,50¢
Shor-term debi 143,40( 143,40( — — —
New Jersey Clean Energy Progr (1) 39,36¢ 10,92( 23,97: 4,47¢ —
Construction obligation 3,78¢ 3,78¢ — —
Accelerated Infrastructure Program (Al 67,28: 46,72t 20,55¢ — —
Remediation expenditure (2) 146,70( 17,36( 38,00( 11,50( 79,84(
Natural gas supply purchase obligat—-NJNG 55,88: 54,23¢ 1,64 — —
Demand fee commitmen- NJNG 717,52 106,85- 191,78¢ 161,33! 257,54¢
Natural gas supply purchase obligat—-NJRES 722,58t 444,49( 267,51( 10,58¢ —
Demand fee commitmen- NJRES 192,19¢ 79,21¢ 59,43( 27,96¢ 25,58«
Total contractual cash obligatio $ 2,743,90. $ 936,85( $ 679,58( $ 322,80: $ 804,66¢

(1) These obligations include an interest comporentlefined under the related governing agreememits accordance with the applicable tax statute.
(2) Expenditures are estimated.

In fiscal 2009, the Company had no minimum pendiomding requirements, however, funding requiremearts uncertain and ¢
depend significantly on changes in actuarial assgiomp, returns on plan assets and changes in damloigrfactors. In fiscal 2009, NJR mi
discretionary contributions of $25.6 million to tRension plans. These contributions brought the fathe Transition Target Funding le
under the Pension Protection Act. An additionaltdbotion of $4.4 million was made on October 1020This amount is expected to cover
additional cost of benefits accruing during fis2@lL0. There are no Federal requirements tdymd-OPEB benefits. However, the Compar
required to fund certain amounts due to regulatgyeements with the BPU. In 2004, the Company etett prefund most of the annt
required contributions expected for the subseqfieatfiscal years. The Company contributed appratiety $1.9 million in fiscal 2009 to
OPEB plan and expects future funding to range f&Bnmillion to $7 million annually over the next évyears in accordance with B
requirements. Actual contributions may be higheloarer based on market conditions and various apsans.

As of September 30, 2009, there were NJR guaramexing approximately $345 million of natural gasrchases and demand

commitments of NJRES and NJING included in natues supply purchase obligations above, not yetateftein Accounts payable on
Consolidated Balance Sheet.
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The Company is obligated to fund up to $132.5 mrillassociated with the construction and developroéi@teckman Ridge. As
September 30, 2009, NJR has invested approxim&EA2.5 million in Steckman Ridge. Steckman Ridgey ,saek norrecourse proje
financing for a portion of the facility once consttion activities are completed, therefore potdigtiseducing the aggregate recourse am
funded by NJR. There can be no assurances tharsaecRidge will eventually secure such non-recoprsgect financing.

NJNG's total capital expenditures are estimated at ®1dllion and $86.5 million in fiscal 2010 and 2QXr&éspectively, and cons
primarily of its construction program to supporstamer growth, maintenance of its distribution sgsiand replacement needed under pip
safety regulations. Capital expenditures in fis2@10 and 2011 include an estimated $44.2 milliodt $20.6 million, respectively, related
AIP construction costs.

Off-Balance-Sheet Arrangements

The Company does not have any off-balance-shestding arrangements.

Cash Flow

Operating Activities

As presented in the Consolidated Statements of Elsts, cash flow generated from operating actsitiotaled $267.2 million in fisc
2009, compared with $132.4 million in fiscal 2008lR employs the indirect method when preparin@dasolidated Statement of Cash Flc
Net income is adjusted for any r-cash items, such as depreciation, accruals andicemnortization amounts that impact earnings dutine
period. In addition, operating cash flows are pritgaffected by variations in working capital, vehi can be impacted by the following:

e seasonality of NJ's business

* fluctuations in wholesale natural gas pric

* timing of storage injections and withdrawe

¢ management of the deferral and recovery of gasy

e changes in contractual assets utilized to optinmiaegins related to natural gas transactions;

* timing of the collections of receivables and paytaenf current liabilities

Net income decreased $81.9 million during fisca®d20due primarily to higher realized losses assediavith natural gas in inventory
NJRES, as well as higher unrealized losses asedcigith decreases in the values of financial déxeainstruments at NJRES and M
Energy. In addition, changes in working capitalttbantributed to the increase in operating castvdlaluring fiscal 2009, as compared \
fiscal 2008 are as follows:

* lower costs associated with natural gas inventofyJRES due primarily to the decline in commoditices in fiscal 2009 compared
rising prices during fiscal 2008. As a general @éatior, NYMEX prices declined approximately 50 patoguring fiscal 2009 compar
with an increase of approximately 16 percent dufiscal 2008;

e areduction in receivable balances at NJRES dumegpily to a 63 percent decrease in average saies iprfiscal 2009 compared w
an increase in receivable balances during fisc@B2®hich resulted from a 31 percent increase innies coupled with a 37 perc
increase in average sales pric

* an increase in NJNG’gas costs recovered during fiscal 2009 as atrefas costs falling below the commodity compdne
NJINC's BGSS rate billed to its customers compared wibaf 2008. The amount of gas costs overrecoverzsl moderated by
BGSS refund of $30 million issued to NJNGEustomers during fiscal 2008 and temporary regdits of $45 million during fisc
2009;

These increases in operating cash flows were dffséte following:

» discretionary cash contributions of $27.7 millieNJF' s postemployment benefit plans; ¢

* a decrease in NJRES payable balances primariljetek® a 70 percent decrease in the cost of nagiaslpurchases, offset by a
percent increase in purchase volumes as compatb@awincrease in both cost and volumes, durirgafig008, as described belc
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Cash flow generated from operating activities eda$132.4 million in fiscal 2008, compared with $¥2million in fiscal 2007. High
net income contributed to the increase, primaritivagh by higher net unrealized gains and realizathg associated with natural ga:
inventory. The increase was offset by changeserfahlowing components of working capital:

e at NJRES, an increase in natural gas inventorynbalduring fiscal 2008 to facilitate greater sat@smes, coupled with a 25 perct
rise in the Compar's average cost of gas compared with fiscal 2

e an increase in sales volumes at NJRES of approzlynat6 Bcf in fiscal 2008 compared with 2.9 Bcffiscal 2007 that resulted in
increase in receivable balances as of Septembe2(8®B, as compared with September 30, 2007. NJRES&wvable balances, wi
impacted by a 37 percent increase in the averdge pece for the month of September 2008 as coetpaith September 2007, &
result of the increase in the wholesale price dfirz gas:

e anincrease in NJNG broker margin balances whiate wepacted by adverse price movements on its alagias futures contract

e achange in deferred gas costs of $37.6 millioNHG as a result of wholesale natural gas pricaswere higher during fiscal 20
in comparison to the amounts billed to customefsiclwvincluded a lower BGSS rate as a result of foestimated natural gas cc
that were factored into the BGSS rates during #ee;ypartially offset b

» operating cash flows generated by an increase snpgechases payables balances at NJRES as a g€sult5 percent increase
purchase activity during the month of SeptembeB2@0accommodate higher sales volumes, coupledavi@ percent increase in
cost of those purchases, compared with purchasegdhe month of September 20(

NING’s MGP expenditures are currently expectedotal t$17.4 million in fiscal 2010 (seldote 13. Commitments and Conting
Liabilities).

Investing Activities

Cash flow used in investing activities totaled $B2rillion in fiscal 2009, compared with $103.9 Ioih in fiscal 2008. The increase

cash used was due primarily to an increased invegtin Steckman Ridge and higher NING utility plexpenditures offset by the drawdc
from the restricted cash construction fund.

Cash flows used in investing activities decreasbfi&million in fiscal 2008, from $118.7 million iilscal 2007. The decrease was
primarily to a reduction in the investments in &mean Ridge offset by increases in utility plant emxgitures.

The Companys capital expenditures for fiscal 2007 throughdist009 and projected capital requirements foiafigears 2010 and 20
are as follows:

(Thousands 2011 2010 2009 2008 2007

Natural Gas Distributiol $ 86,547 $ 110,19: $ 82,757 $ 80,13 $ 67,937
Energy Service 20C 20C — 86 —
Retail and Othe 70C 70C 38¢ 1,031 2,77
Total $ 87,447 $ 111,09: $ 83,14 % 81,24¢ $ 70,71«

NJING'’s capital expenditures result primarily from theechdor services, mains and meters to support itgirmeed customer grow!
mandated pipeline safety rulemaking and generaésygnprovements. NJNG'capital expenditures are expected to increasdal 2010 an
2011 when compared with the capital spending ioafi2009, due primarily to accelerated spendingteel to the AIP projects, which .
estimated at $44.2 million and $20.5 million, restpesly.

Retail and Other capital expenditures each yeae lh@en made primarily in connection with investraegntide to preserve the valut
real estate holdings. At September 30, 2009, CR&Real 83 acres of undeveloped land and a 56,400efpat building on 5 acres of lar
In fiscal 2009 and fiscal 2008, capital expendisuog $289,000 and $408,000, respectively, were gmilgnrelated to CR&RS construction ¢
the 56,400-square-foot office building.
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On June 5, 2008, the Federal Energy Regulatory desiom (FERC) issued Steckman Ridge a certificétpublic convenience a
necessity authorizing the ownership, constructiod aperation of its natural gas storage facilitg associated facilities. On April 1, 20
Steckman Ridge received authorization to placeaseihjection related facilities into commercialesption. Customers have begun to ir
natural gas inventory in preparation for the initidthdrawal season. An additional drilling programill be reviewed in the third quarter
fiscal 2010. As of September 30, 2009, NJR hassimge$122.5 million in Steckman Ridge. This amaxaiudes capitalized interest and o
direct costs. Total project costs related to theettment of the storage facility are currentlyirasted at approximately $265 million, of wh
NJR is obligated to fund 50 percent or approxime$dl32.5 million. Steckman Ridge may seek-recourse financing upon full completior
the construction and development of its facilitiggereby potentially reducing the final expectedotgse obligation of NJR. There can be
assurances that such non-recourse project finamglhige secured or available for Steckman Ridge.

NJRES does not currently anticipate any significapital expenditures in fiscal 2010.
Financing Activities

Financing cash flows generally are seasonal inraaand are impacted by the volatility in pricingtive natural gas markets. NING’
inventory levels are built up during its naturakgajection season (April through October) and medliduring withdrawal season (Noverr
through March) in response to the supply requirdmehits customers. As well, changes in finanaiagh flows have been impacted during
current and prior fiscal years by the growth amitling demands of NJRES’ gas management and magKetictions.

Cash flow used in financing activities totaled ¥ million in fiscal 2009, compared with cash geted during fiscal 2008 of $!
million. During fiscal 2009, NJNG repaid its $30lkoin, 6.27 percent, Series X Mortgage bonds ang Kepaid its $25 million, 3.75 perce
unsecured senior notes. In addition, the Compathyaed its short-term borrowings as a result of oapd cash flows from operations.

Cash flow generated from financing activities teth9.1 million in fiscal 2008, compared with $(3cbillion used in fiscal 2007. Tl
increase was due primarily to an increase in tadatowings, including a long-term fixed rate destuance of $125 million offset by payme
of short-term debt of $78.3 million and an incremseommon stock dividend payments and share répses.

NJING provides funding for certain of its infrasttuie projects through tax exempt, variakdée debt, which has been issued to bac
series of auction rate securities (ARS) throughEkenomic Development Authority of New Jersey (EDA)d are based on the borrow
costs of the ARS. During periods of reduced ligyidor ARS, NJNGS rate on its variable rate debt could default tnaximum rate of tt
lesser of (i) 175 percent of the 8@y LIBOR or (ii) 10 to 12 percent, as applicaldeatparticular series of ARS. Although its averaggghtec
interest rate has decreased to a rate of 0.44 iesseof September 30, 2009, NING continues tevewlternatives that would eliminate
mitigate the inherent interest rate risk associatigd its variable rate debt.

NJING received $6.3 million and $7.5 million in Dedser 2008 and 2007, respectively, in connectiorh lie saldeaseback of i
natural gas meters. This sale-leaseback prograxpiscted to be continued on an annual basis.

Credit Ratings

The table below summarizes NJNG’s current credinga issued by two rating entities, Standard andrB (S&P) and Moody
Investors Service, Inc. (Moody’s):

Standard and Pool's Moody’s
Corporate Ratin A N/A
Commercial Pape A-1 P-1
Senior Secure A+ Aa3
Ratings Outlool Stable Negative

On April 3, 2008, S&P adjusted NJN&corporate credit rating from A+ to A. On April 32009, S&P affirmed its ratings and char
its outlook from negative to stable.

On December 12, 2008, Moody’s adjusted NJNG'’s ¢tmadiings outlook from stable to negative.
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NJING’s S&P and Moody’s ratings are investment-greatings. S&P and Moody’s give NJIN§&tommercial paper the highest ra
within the Commercial Paper investment-grade cateddJR is not a rated entity.

NJNG is not party to any lending agreements thatlvaccelerate the maturity date of any obligatiansed by a failure to maintain i
specific credit rating. If such ratings are dowrgd below investment grade, borrowing costs coutdeiase, as will the costs of maintair
certain contractual relationships and for futumaficing. Even if ratings are downgraded withoulirfgl below investment grade, NJR
NJING could still face increased borrowing costsarrtfieir credit facilities. A rating set forth akeois not a recommendation to buy, sell or
the Company’s or NJNG’securities and may be subject to revision ordvéttval at any time. Each rating set forth aboveukhbe evaluate
independently of any other rating.

The timing and mix of any external financings w#lrget a common equity ratio that is consistentwitaintaining the Compary/’
current short- and long-term credit ratings.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Financial Risk Management
Commodity Market Risks

Natural gas is a nationally traded commodity, aagiices are determined effectively by the Newk¥idiercantile Exchange (NYME>
and over-the-counter markets. The prices on the EXMnnd over-thesounter markets generally reflect the notional hedaof natural g:
supply and demand, but are also influenced sigmifig from time to time by other events.

The regulated and unregulated natural gas busme$she Company and its subsidiaries are subjentarket risk due to fluctuations
the price of natural gas. To economically hedgersgasuch fluctuations, the Company and its subsig have entered into futures contr:
options agreements and swap agreements. To mameggederivative instruments, the Company has deflked risk management policies
procedures that include daily monitoring of volurieetimits and monetary guidelines. The Compangatural gas businesses are condi
through three of its operating subsidiaries. FISING is a regulated utility that uses futuresjapt and swaps to economically hedge ag
price fluctuations, and its recovery of natural gasts is governed by the BPU. Second, NJRES ugase$, options, swaps and phys
contracts to economically hedge purchases and shtestural gas. Finally, NJR Energy has enteréal tiwvo swap transactions related to an 18-
year fixec-price contract, expiring in October 2010, to sethaining volumes of approximately 2.6 Bcf of natgras (Gas Sales Contract) tc
energy marketing company.

The following table reflects the changes in the fiaéirket value of financial derivatives from Sepben30, 2008, to September 30, 2(

Balance Increase Less Balance
September 3C (Decrease) in Fai  Amounts  September 3C
(Thousands 2008 Market Value Settled 2009
NING $ (49,610 $ (69,710 $ (111,24) ¢ (8,079
NJRES 89,57: 99,86¢ 161,51: 27,92¢
NJR Energy 20,19( (20,986 (4,150 3355
Total $ 60,15. $ 9,17C $ 46,111 $ 23,20¢

There were no changes in methods of valuationsguhie year ended September 30, 2009.

The following is a summary of fair market valuefioiancial derivatives related to natural gas puselsaand sales at September 30, &
by method of valuation and by maturity for eacledisyear period:

Total
(Thousands 2010 2011 2012-2014 After 2014 Fair Value
Price based on NYME! $ 10,27: $ (2,755 $ 68 — % 7,58¢
Price based on other external d 13,31¢ 1,157 1,15( — 15,62:
Total $ 23,58 $ (1,599 $ 1,21¢ — % 23,20¢
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The following is a summary of financial derivativieg type as of September 30, 2009:

Amounts
included
in
Volume Price per Derivatives

Bcf Mmbtu (Thousands)
$4.61-

NING Futures 21.¢ $9.1¢ $ (4,740
$2.90-

Swaps (14.5) $7.1¢ (5,86()
$4.50

Options 8.C $9.5( 2,521
$2.47

NJRES Futures (19.9) $10.3¢ 11,49:
$2.41-

Swaps (23.2) $12.44 16,35«
$1.75-

Options 4.C $4.2¢ 8C
$3.55 -$

NJR Energy Swaps 2.€ 4.4¢€ 3,35¢

Total $ 23,20¢

The following table reflects the changes in the faarket value of physical commodity contracts frBeptember 30, 2008 to Septen
30, 2009:

Increase
Balance (Decrease) in Less Balance
September 30 Fair Amounts September 30
(Thousands 2008 Market Value Settled 2009
NJRES- Prices based on other external ¢ $ 20,237 $ 8,16( $ 12,10: $ 16,29¢

The Company uses a valuerak (VaR) model to assess the market risk of éisfatures, options and swap positions. VaR reitssé¢
potential loss in value of NJRE®&ading portfolio due to adverse market movememnsr @ defined time horizon (NJRES utilizes holt
periods of 1 day and 10 days) with a specified icenfce level (NJRES utilizes either a 95 percen®®mercent confidence level). As
example, utilizing a 1 day holding period with a ®&rcent confidence level would indicate that thiera 5 percent chance that the liquide
value of the NJRES portfolio would fall below thepected trading value by an amount at least ag lasghe calculated VaR.

The VaR at September 30, 2009, using the variaoearance method with a 95 percent confidence lawel a 1day holding periot
was $930,000. The VaR with a 99 percent confiddagel and a 1@ay holding period was $4.1 million. The calculataR represents .
estimate of the potential change in the value efrtht positions. These estimates may not be indécaf actual results because actual m:
fluctuations may differ from forecasted fluctuation

Wholesale Credit Risk

NJING, NJRES and NJR Energy engage in wholesale atiagkactivities. NJR monitors and manages theicresk of its wholesal
marketing operations through credit policies ammtpdures that management believes reduce oveedit cisk. These policies include a rev
and evaluation of prospective counterparties’ foiahstatements and/or credit ratings, daily maiigp of counterpartiestredit limits, dail
communication with traders regarding credit statnd the use of credit mitigation measures, suaniaBnum margin requirements, collate
requirements and netting agreements. Examplesllat@al include letters of credit and cash receif@ either prepayment or margin deposit.

The Company’s Risk Management Committee (RMC) cartiisly monitors NJR' credit risk management policies and procedurkee

RMC is comprised of individuals from NJ&filiated companies that meet twice a month amibrzg other things, evaluates the effectivene
existing credit policies and procedures, reviewsemal transactions and discusses emerging issues.
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The following is a summary of gross and net credposures, grouped by investment and noninvestgraate counterparties, as
September 30, 2009. Gross credit exposure is dkfinghe unrealized fair value of derivative andrgy trading contracts plus any outstan
receivable for the value of natural gas deliveredvihich payment has not yet been received. Natittexposure is defined as gross ct
exposure reduced by collateral received from capatdies and/or payables, where netting agreemeqiss. The amounts presented be
exclude accounts receivable for retail naturalggdss and services.

NJING'’s counterparty credit exposure as of SepterBdeR009, is as follows:

Gross Credit Net Credit

(Thousands Exposure Exposure

Investment grad $ 19,54: $ 17,42:
Noninvestment grad 37¢ —
Internally rated investment gra 64 62
Internally rated noninvestment gra — —
Total $ 19,98( $ 17,48

All other counterparty credit exposure as of Sefen80, 2009, is as follows:

Gross Credit Net Credit

(Thousands Exposure Exposure

Investment grad $ 75,79 $ 57,66(
Noninvestment grad 8,83: 3,73
Internally rated investment gra 13,71% 6,14¢
Internally rated noninvestment gra 4,78¢ 92¢
Total $ 103,12° $ 68,46°

Due to the inherent volatility in the prices of mal gas commodities and derivatives, the mark&tevaf contractual positions w
individual counterparties could exceed establistredit limits or collateral provided by those coenparties. If a counterparty failed to perf
the obligations under its contract (for exampldethto deliver or pay for natural gas), then th@r@any could sustain a loss. This loss w
comprise the loss on natural gas delivered bupaist for and/or the cost of replacing natural getsdelivered at a price higher than the pric
the original contract. Any such loss could haveadaral impact on the Company'’s financial conditicesults of operations or cash flows.

Interest Rate Risk—Long-Term Debt

As of September 30, 2009, NJNG is obligated witbpeet to loan agreements securing six series diiocad@ate bonds totalir
approximately $97 million of variablexte debt backed by securities issued by the EcambBevelopment Authority (EDA). The EDA bor
are ARS and have an interest rate reset every3b @ays, depending upon the applicable series, @heauction is held for the purpose:
determining the interest rate pricing of the sdmgi The interest rate associated with the NJNabkerate debt is based on the rates the |
receives from its ARS. As of September 30, 2009¢fathe auctions surrounding the EDA ARS haveefdilresulting in the securities beal
interest at their maximum rates, as defined inARS, as the lesser of (i) 175 percent ofd#¥ LIBOR or (ii) 10 to 12 percent per annumr
applicable to such series of ARS. While the failafeghe ARS auctions has no default impact on NB\@riablerate debt, it does impact
borrowing costs of the variablate debt. As such, NJNG currently has a weightetiaae interest rate of 0.44 percent as of SepteBh
2009. There can be no assurance that the EDA ARIShaie enough market liquidity to avoid failed #ons in the future, which cot
potentially have an adverse impact on NJBIGorrowing costs if LIBOR rates increase. NJRelgagwing alternative methods for refinanc
the ARS at NJNG on a continuing basis, howeveraiitnot assure that alternative sources of financamgbe implemented in a timely manner.

At September 30, 2009, the Company (excluding NJN&g) no variable-rate long-term debt.
Effects of Inflation
Although inflation rates have been relatively lawnoderate in recent years, any change in priceldehas an effect on operating res

due to the capital-intensive and regulated natfitheoCompanys utility subsidiary. The Company attempts to miiienthe effects of inflatic
through cost control, productivity improvements aedulatory actions where appropriate.
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Management's Report on Internal Control over Finandal Reporting

Management of New Jersey Resources Corporation @JRe Company) is responsible for establishing amaintaining adeque
internal control over financial reporting as define Rule 13A-15(f) and 15d5(f) of the Securities and Exchange Act of 193lamende!
The Company'’s internal control over financial repag is a process designed to provide reasonaBlgraisce to the ComparsyManageme|
and Board of Directors regarding the reliability fafancial reporting and the preparation of finahcstatements for external purpose
accordance with generally accepted accounting iptesand includes policies and procedures that:

e pertain to the maintenance of records that, inarealsle detail, accurately and fairly reflect thensactions and dispositions of
assets of the Compar

e provide reasonable assurance that transactioneeapeded as necessary to permit preparation ohdiaé statements in accorda
with generally accepted accounting principles, #rat receipts and expenditures of the Company eirggbmade only in accordar
with authorizations of management and directorthefCompany; an

e improvements in the design of internal control ofieancial reporting related to the accounting ofmenodity transacting, resulting
the implementation of new and expanded processesantrols; ant

Under the supervision and with the participatiothaf Company’s management, including its princgpacutive officer and principal
financial officer, management conducted an evaduadif the effectiveness of the Company'’s intermeitol over financial reporting as of
September 30, 2009. In making this assessment,gearent used the criteria for effective internaltoorover financial reporting described in
the “Internal Control-Integrated Framework” settfoby the Committee of Sponsoring OrganizationthefTreadway Commission (COSO).
Based on the assessment, management concludedsiwditSeptember 30, 2009, the Company’s intewatial over financial reporting was
effective to provide reasonable assurance regattimgeliability of financial reporting and the paration of financial statements for external
purposes in accordance with generally accepteduatiog principles in the Unites States.

The conclusions of the Compasyprincipal executive officer and principal finaalcobfficer is based on the recognition that thene
inherent limitations in all systems of internal tr@h over financial reporting. Because of its ingr&r limitations, internal control over financ
reporting may not prevent or detect misstatemesrtsrs or fraud. Also, projections of any evaluatiof effectiveness to future periods
subject to the risk that controls may become inadefibecause of changes in conditions, or thatléigeee of compliance with the policies
procedures may deteriorate.

The Companys independent registered public accounting firmipite & Touche LLP, has issued its report on tffectiveness of tt
Company'’s internal control over financial reportiag of September 30, 2009, which appears herein.

November 30, 200
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGFIRM

To the Board of Directors and Stockholders of
New Jersey Resources Corporati

We have audited the accompanying consolidated balaheets and consolidated statements of capitafizaf New Jersey Resourt
Corporation and subsidiaries (the "Company") aSeftember 30, 2009 and 2008, and the related d¢datad statements of income, comr
stock equity, comprehensive income, and cash ffowsach of the three years in the period endedegdper 30, 2009. Our audits also inclu
the financial statement schedules listed in theexndt Item 15. These financial statements and fiahnstatement schedules are
responsibility of the Company's management. Oupamrsibility is to express an opinion on the finahd@tatements and financial staten
schedules based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaf8lo(United States). Thc
standards require that we plan and perform thet aodibtain reasonable assurance about whethdimtgcial statements are free of mate
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and disis in the financial statements. An &
also includes assessing the accounting princigded and significant estimates made by managementethas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetaeresent fairly, in all material respects, tmaifficial position of the Company as
September 30, 2009 and 2008, and the results nfdperations and their cash flows for each ofttivee years in the period ended Septe!
30, 2009, in conformity with accounting principlgenerally accepted in the United States of Ameridao, in our opinion, such financ
statement schedules, when considered in relatidghetdasic consolidated financial statements talsea whole, present fairly, in all mate
respects, the information set forth therein.

We have also audited, in accordance with the stdsdz# the Public Company Accounting Oversight Bo@nited States), the Compar
internal control over financial reporting as of &spber 30, 2009, based on the criteria establighéaternal Control-ntegrated Framewo

issued by the Committee of Sponsoring Organizatminthe Treadway Commission and our report datedeNtber 30, 2009 expressed
unqualified opinion on the Company's internal cohtrver financial reporting.

/s/ DELOITTE & TOUCHE LLP
Parsippany, New Jersey

November 30, 200
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGFIRM

To the Board of Directors and Stockholders
of New Jersey Resources Corporation

We have audited the internal control over finanoégdorting of New Jersey Resources Corporationsadidiaries (the "Company") as
September 30, 2009, based on criteria establishelhternal Control —Integrated Framework issued by the Committee ofnSpiang
Organizations of the Treadway Commission. The Camgamanagement is responsible for maintainingcéffe internal control over financ
reporting and for its assessment of the effectisern# internal control over financial reportingelided in the accompanying Management’
Report on Internal Control over Financial Reporti@gir responsibility is to express an opinion o @ompany's internal control over finan
reporting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversight lo@Jnited States). Tho
standards require that we plan and perform thetdadbbtain reasonable assurance about whethectigeinternal control over financ
reporting was maintained in all material respe€@ar audit included obtaining an understanding ¢érimal control over financial reportir
assessing the risk that a material weakness etésting and evaluating the design and operatifeg®@feness of internal control based on
assessed risk, and performing such other procedwasge considered necessary in the circumstancesbéleve that our audit provide
reasonable basis for our opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvisf, the company's princij
executive and principal financial officers, or pmrs performing similar functions, and effected te tcompany's board of directc
management, and other personnel to provide reakoaasurance regarding the reliability of financégorting and the preparation of finan
statements for external purposes in accordance gétrerally accepted accounting principles. A corgfgaimternal control over financ
reporting includes those policies and procedures th) pertain to the maintenance of records thateasonable detail, accurately and f:
reflect the transactions and dispositions of theetss of the company; (2) provide reasonable asser#imt transactions are recorde:
necessary to permit preparation of financial states in accordance with generally accepted acaogingrinciples, and that receipts
expenditures of the company are being made onlgcoordance with authorizations of management arettdirs of the company; and
provide reasonable assurance regarding preventidmely detection of unauthorized acquisition, ,usedisposition of the company's as
that could have a material effect on the finansiatements.

Because of the inherent limitations of internal tcoh over financial reporting, including the pogktl of collusion or imprope
management override of controls, material misstatésndue to error or fraud may not be preventedetected on a timely basis. Al
projections of any evaluation of the effectivenetthe internal control over financial reportingftdure periods are subject to the risk tha
controls may become inadequate because of changesnditions, or that the degree of compliance wita policies or procedures n
deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fioal reporting as of September
2009, based on the criteria established in Intebualtrol —Integrated Framework issued by the Committee ohSpiing Organizations of t
Treadway Commission.

We have also audited, in accordance with the stadsdaf the Public Company Accounting Oversight Bog&United States), tl

consolidated financial statements and financiakstant schedules as of and for the year ended r8bpte30, 2009 of the Company and
report dated November 30, 2009 expressed an ufigdadipinion on those financial statements androi@ statement schedules.

/s/ DELOITTE & TOUCHE LLP
Parsippany, New Jersey

November 30, 200
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CONSOLIDATED STATEMENTS OF INCOME

(Thousands
Fiscal Years Ended September 2009 2008 2007
OPERATING REVENUES $ 2,592,461 $ 3,816,211 $ 3,021,76
OPERATING EXPENSES

Gas purchase 2,245,16! 3,330,75! 2,625,56!

Operation and maintenan 149,15: 148,38: 136,60:

Regulatory rider expens: 44,99 39,66¢ 37,60:

Depreciation and amortizatic 30,32¢ 38,46¢ 36,23t

Energy and other taxi 74,75( 65,60: 62,49¢

Total operating expens: 2,544,39 3,622,87. 2,898,501
OPERATING INCOME 48,07( 193,33t 123,26!
Other income 4,40¢ 4,36¢ 4,29¢
Interest expense, net of capitalized inte 21,01« 25,81: 27,61:
INCOME BEFORE INCOME TAXES AND EQUITY IN EARNINGS O F

AFFILIATES 31,46¢ 171,89! 99,94¢
Income tax provisiol 8,48¢ 64,71* 38,67¢
Equity in earnings of affiliates, net of t 4,26¢ 1,98¢ 1,66
NET INCOME $ 27,24. $ 109,16¢ $ 62,93
EARNINGS PER COMMON SHARE

BASIC $ 06 $ 261 $ 1.5C

DILUTED $ 0.6¢ $ 25¢ $ 1.4¢
DIVIDENDS PER COMMON SHARE $ 122 $ 1.11 $ 1.01
WEIGHTED AVERAGE SHARES OUTSTANDING

BASIC 42,11¢ 41,87¢ 41,85!

DILUTED 42,465 42,17¢ 42,11%
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Thousands
Fiscal Years Ended September 2009 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 27,24; % 109,16¢ $ 62,93:
Adjustments to reconcile net income to cash floresfoperating activities
Unrealized loss (gain) on derivative instrume 64,46" (12,929 58,39
Depreciation and amortizatic 31,14: 39,36 36,53¢
Impairment charg — — 4,00(
Allowance for equity used during constructi (56¢) — —
Allowance for bad debt expen 9,73¢ 4,53( 3,34¢
Deferred income taxe (31,43 13,71t 16,12
Manufactured gas plant remediation cc (12,86 (18,95¢) (20,17
Equity in earnings from investments, net of diattibns 2,92¢ (52 (55€)
Cost of remova- asset retirement obligatio (943) (969) (880)
Contributions to postemployment benefit pl (27,67¢) (1,019 (685)
Changes in
Components of working capit 154,27: (35,99 (66,989
Other noncurrent asse 5,88¢ (4,597 23,707
Other noncurrent liabilitie 45,06 40,09: 6,63
Cash flows from operating activitit 267,24. 132,36¢ 122,40¢

CASH FLOWS USED IN INVESTING ACTIVITIES
Expenditures fo

Utility plant (75,107 (72,329 (60,74°)
Real estate properties and ot (38¢) (1,119 (2,777)
Cost of remova (6,139 (6,839 (6,310
Investments in equity investe (43,849 (23,662) (54,979
Release from restricted cash construction 1 4,20( — 4,30(
Proceeds from asset sales and available for sadstiment: — — 1,792
Cash flows used in investing activiti (121,27 (103,94) (118,720
CASH FLOWS (USED IN) FROM FINANCING ACTIVITIES
Proceeds from issuance of common si 16,44 16,02¢ 18,51t
Proceeds from lor-term debt — 125,00( 49,85(
Tax benefit from stock options exercis 1,68¢ 63C 1,761
Proceeds from se-leaseback transactic 6,26¢ 7,48t 5,48
Payments of lor-term deb (60,362) (5,56%) (4,03])
Purchases of treasury stc (30,670 (11,039 (9,024
Payments of common stock divider (50,96 (45,20 (41,869
Net payments of she-term deb! (34,800 (78,279 (24,22))
Cash flows (used in) from financing activiti (152,409 9,05¢ (3,539
Change in cash and temporary investm (6,440 37,48¢ 14¢
Cash and temporary investments at beginning of 42,62¢ 5,14( 4,991
Cash and temporary investments at end of $ 36,18¢ $ 4262t $ 5,14(
CHANGES IN COMPONENTS OF WORKING CAPITAL
Receivable: $ 117,730 $ (98,32¢) $ 1,95¢
Inventories 169,15 (50,74 54,30:
Recovery of gas cos 64,19: (37,57 7,87:
Gas purchases payalt (193,48) 134,33! (96,619
Prepaid and accrued tax (8,047 767 (16,160
Accounts payable and oth (5,599 (1,119 9,152
Restricted broker margin accoul (14,045 (15,009 19,41:
Customer’ credit balances and depos 9,76( 36,19¢ (33,699
Other current asse 14,59¢ (4,519 (13,209
Total $ 154,27. $ (35,999 $ (66,989
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid fo

Interest (net of amounts capitalize $ 18,86t $ 25877 $ 26,40:



Income taxe: REGIE 2.1 Attachment JNEW JERSEYREGOURCER P 2089 52 54¢

Fage 7101 145
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CONSOLIDATED BALANCE SHEETS

ASSETS
(Thousands
September 3( 2009 2008
PROPERTY, PLANT AND EQUIPMENT
Utility plant, at cos $ 143894 $ 1,366,23
Real estate properties and other, at 30,19t 29,80¢
1,469,141 1,396,04!
Accumulated depreciation and amortizat (404,709 (378,759
Property, plant and equipment, | 1,064,43! 1,017,28
CURRENT ASSETS
Cash and temporary investme 36,18¢ 42,62¢
Customer accounts receival
Billed 101,94! 227,13:
Unbilled revenue 8,61¢ 9,41
Allowance for doubtful accoun (6,069 (4,580
Regulatory asse 5,87¢ 51,37¢
Gas in storage, at average ¢ 297,46 467,53
Materials and supplies, at average ¢ 6,02¢ 5,11(
Prepaid state tax¢ 37,88t¢ 37,27:
Derivatives, at fair valu 131,07( 227,22
Restricted broker margin accoul 26,25( 41,277
Deferred taxe 20,80: —
Other 18,13 15,18
Total current asse 684,18 1,119,57.
NONCURRENT ASSETS
Investments in equity investe 160,50t 115,98:
Regulatory asse 391,02! 340,67(
Derivatives, at fair valu 9,53¢ 24,49
Restricted cash construction fu — 4,20(
Other 11,33: 13,09:
Total noncurrent asse 572,40: 498,44(
Total asset $ 2,321,03¢ $ 2,635,29
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CAPITALIZATION AND LIABILITIES

(Thousands
September 3( 2009 2008
CAPITALIZATION
Common stock equit $ 689,72t $ 728,06¢
Long-term deb! 455,49;. 455,11
Total capitalizatior 1,145,21! 1,183,18!
CURRENT LIABILITIES
Current maturities of lor-term debt 6,51( 60,11¢
Shor-term debt 143,40( 178,20(
Gas purchases payal 130,11: 323,60(
Accounts payable and oth 44,44¢ 61,73¢
Dividends payabli 13,02¢ 11,77¢
Deferred and accrued tax 3,47¢ 24,72(
Regulatory liabilities 36,20: —
New Jersey clean energy progr 10,92( 3,05¢
Derivatives, at fair valu 94,85 146,32(
Restricted broker margin accoul — 29,07:
Customer’ credit balances and depos 73,21¢ 63,45¢
Total current liabilities 556,16! 902,05:
NONCURRENT LIABILITIES
Deferred income taxe 243,59: 240,41
Deferred investment tax cred 6,87( 7,192
Deferred revenu 8,20: 9,09(
Derivatives, at fair valu 6,25( 25,01¢
Manufactured gas plant remediati 146,70( 120,73(
Postemployment employee benefit liabil 89,03t 52,27:
Regulatory liabilities 56,45( 63,41¢
New Jersey clean energy progr 28,44¢ —
Asset retirement obligatic 25,09° 24,41¢
Other 9,00( 7,51(
Total noncurrent liabilitie: 619,64 550,05¢
Commitments and contingent liabilities (Note
Total capitalization and liabilitie $ 2,321,031 $ 2,635,229
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CONSOLIDATED STATEMENTS OF CAPITALIZATION

(Thousands, except share amou
September 3( 2009 2008

COMMON STOCK EQUITY
Common stock, $2.50 par value; authorized 75,0@0 gltares; outstanding 2(-43,762,475; 20(-

43,439,32¢ $ 109,38t $ 108,59¢
Premium on common sto« 249,21¢ 237,00:
Accumulated other comprehensive (loss), net o (10,052 (2,719
Treasury stock at cost and other; shares -2,176,724; 20C-1,381,73¢ (84,599 (65,564
Retained earning 425,77: 450,74¢
Total Common stock equit 689,72t 728,06¢

LONG-TERM DEBT
New Jersey Natural Gi

First mortgage bond: Maturity date;
6.27% Series X November 1, 200 — 30,00(
Variable Series AA August 1, 203( 25,00( 25,00(
Variable Series BE August 1, 203( 16,00( 16,00(
6.88% Series CC October 1, 2011 20,00( 20,00(
Variable Series DC September 1, 202 13,50( 13,50(
Variable Series EE January 1, 202 9,54¢ 9,54¢
Variable Series FF January 1, 202 15,00( 15,00(
Variable Series GC April 1, 2033 18,00( 18,00(
5% Series HH December 1, 203 12,00( 12,00(
4.50% Series |l August 1, 202! 10,30( 10,30(
4.60% Series J. August 1, 202¢ 10,50( 10,50(
4.90% Series KK October 1, 204 15,00( 15,00(
5.60% Series LL May 15, 201¢ 125,00( 125,00(
4.77% Unsecured senior no March 15, 201« 60,00( 60,00(
Capital lease obligati—Buildings June 1, 202. 25,62( 26,37:
Capital lease obligati—Meters Various date: 35,54¢ 34,02(
Capital lease obligati—Equipment December 1, 201 991 —
Less: Current maturities of lo-term debt (6,510 (35,119
Total New Jersey Natural Gas I«-term debt 405,49. 405,11°
New Jersey Resourc

3.75% Unsecured senior no March 15, 200¢ — 25,00(
6.05% Unsecured senior no September 24, 201 50,00( 50,00(
Less: Current maturities of lo-term deb! — (25,000
Total New Jersey Resources I-term debt 50,00( 50,00(
Total Lon¢-term debt 455,49; 455,11°
Total Capitalizatior $ 1,145,211 $ 1,183,18
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CONSOLIDATED STATEMENTS OF COMMON STOCK EQUITY

Premium Accumulated
on Other Treasury
Number of Common Common Comprehensive Stock Retained
(Thousands Shares Stock Stock (Loss) Income  And Other Earnings Total
Balance at
September 30, 2006 41,43t $ 107,61: $ 218,30( $ 2,74: % (65,039 $ 366,24° $ 629,86.
Net income 62,93 62,93
Other comprehensiv
income 491 491
Transition adjustmen
- postemployment
benefit obligation,
net of tax (4,164 (4,164
Common stock issue
under stock plan 684 611 6,51( 11,40¢ 18,52¢
Tax benefits fron
stock plans 1,761 1,761
Cash dividend
declarec (42,446 (42,446
Treasury stock an
other (510 (16,317 (16,317
Balance at
September 30, 2007 41,61 108,22: 226,57: (931) (69,949 386,73¢ 650,64¢
Net income 109,16¢ 109,16¢
Other comprehensive
(loss) (1,789 (1,789
Common stock issue
under stock plan 55k 37¢€ 9,80( 6,212 16,38¢
Tax benefits fron
stock plans 63C 63C
Transition adjustmen
- uncertain tax
positions 1,18¢ 1,18¢
Cash dividend
declarec (46,349 (46,349
Treasury stock and
other (109 (1,828 (1,828
Balance at
September 30, 2008 42,05¢ 108,59¢ 237,00: (2,714 (65,569 450,74¢ 728,06¢
Net income 27,24: 27,24:
Other comprehensive
(loss) (7,33¢) (7,33¢)
Common stock issue
under stock plan 63€ 787 10,53: 9,09¢ 20,41¢
Tax benefits fron
stock plans 1,68¢ 1,68¢
Cash dividend
declarec (52,21 (52,21
Treasury stock and
other (1,108 (28,130 (28,130
Balance at
September 30, 2009 41,58¢ $ 109,38t $ 249,21¢ $ (10,059 $ (84,599 $ 425,77, $ 689,72t

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Thousands
Year ended September 3( 2009 2008 2007




Net income REGIE 2.1 Attachment NEW JERSEXY:RESOURCER) 196 2089 62,93:
Unrealized gain on available for sale securitiest of tax of $37235(82%faftl $(45
respectively® (52 11€ 634
Net unrealized (loss) on derivatives, net of ta$ o4, $81 and $98, respectivt (105) (122 (143)
Adjustment to postemployment benefit obligationt wé tax of $4,856 and $1,2:
respectively (7,187 (1,779 —
Other comprehensive (loss) incol (7,33¢) (1,783 491
Comprehensive incon $ 19,90¢ $ 107,38 $ 63,42¢

(1) Available for sale securities are included véstments in equity investees in the Consolidasdaince Sheets.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of the Business

New Jersey Resources Corporation (NJR or the Coygeas two principal subsidiaries and operatesrspmrtable business segme
New Jersey Natural Gas (NJNG), the Comy's principal utility subsidiary, is a public utilitthat provides natural gas utility service
approximately 487,000 retail customers in centradl aorthern New Jersey and comprises the Natural @stribution segment. NIJNG
subject to rate regulation by the New Jersey Bo&fublic Utilities (BPU).

NJR Energy Services (NJRES) is the Company’s praicnonutility subsidiary that maintains and trades a fotid of natural ga
storage and transportation positions and provideslegale energy and energy management servicesstoncers from states in the Gulf Cc
and Mid-Continent regions to the New England regtbe West Coast and Canada. NJRES comprises #rg\EServices segment.

Other subsidiaries of the Company, all of which poise the Company’retail and other operations (Retail and Othelude NJI
Energy Holdings, which invests primarily in enengjated ventures through its subsidiary, NJNR HRipelPipeline), which holds t
Company’s 5.53 percent interest in lroquois Gas &rahsmission System, L.P. (Iroquois), a 4tk interstate natural gas pipeline wt
connects from the northern New York border with &#to Long Island, NY; NJR Storage Holdings, whicids the Compang’50 percel
interest in Steckman Ridge GP, LLC and Steckmarg®id.P (collectively, Steckman Ridge), a naturad géorage facility that is bei
developed with a partner in western Pennsylvanidik NEnergy, which invests in energglated ventures; NJR Clean Energy Ventur
company that will invest in clean energy proje®NSR Home Services (NJRHS), which provides sendedes and installation of applianc
NJR Plumbing Services (NJRPS), which provides pingbbepair and installation services, Commercia@lBeand Resources (CR&R), wh
holds and develops commercial real estate; and S&iivice Corporation (NJR Service), which providepport services to the various N
businesses.

Principles of Consolidation

The Consolidated Financial Statements include #twounts of the Company and its whotlwned subsidiaries. All intercompe
accounts and transactions have been eliminated.

Other financial investments or contractual integeélat lack the characteristics of a voting inteessity, which are commonly referrec
as variable interest entities, are evaluated by tdJéRetermine if it can absorb a majority of expeclosses or returns and, therefore, wou
considered a controlling financial interest thatwadoNJR would have to consolidate. Based on thest¢uations, NJR has determined th.
does not have any investments in variable intenetities as of September 30, 2009.

Regulatory Assets & Liabilities

Under costbased regulation, regulated utility enterprisesegalty are permitted to recover their operatingenges and earn a reason
return on their utility investment.

NJNG maintains its accounts in accordance withRederal Energy Regulatory Commission (FERC) Unif@ystem of Accounts
prescribed by the BPU and in accordance with Regulated OperationJopic of the Financial Accounting Standards BoaFi\$B)
Accounting Standards Codification (ASC). As a resilthe impact of the ratemaking process and edgey actions of the BPU, NING
required to recognize the economic effects of ratulation. Accordingly, NJNG capitalizes or defeestain costs that are expected tt
recovered from its customers as regulatory assetsrecognizes certain obligations representing gioteb future expenditures as regula
liabilities in the Consolidated Balance Sheets. Sle¢e 2. Regulations,for a more detailed description of NIJNGtegulatory assets ¢
liabilities.

Gas in Storage

Gas in storage is reflected at average cost ilCtnesolidated Balance Sheets, and represents ngagand liquefied natural gas that
be utilized in the ordinary course of business.

Page 6:




REGIE 2.1 Attachment 3 NEW JERSEY RESOURCES 10-K 2009
Page 78 of 143

New Jersey Resources Corporation
Part Il

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

The following table summarizes Gas in storage bymany as of September 30,

2009 2008
($ in thousands Assets Bcf Assets Bcf
NING $ 175,20: 21¢ % 189,82¢ 22.1
NJRES 122,26: 36.2 277,70¢ 28.¢
Total $ 297,46« 582 $ 467,53 51.C

Demand Fees

For the purpose of securing adequate storage gedir@ capacity, NJRES and NJNG enter into stoeagkpipeline capacity contrac
which require the payment of certain demand changesder to maintain the ability to access suctura gas storage or pipeline capar
during a fixed time period, which generally ranfy@sn one to five years. Demand charges are basedtaiblished rates as regulated by FE
These demand charges represent commitments tot@a@gs providers or pipeline companies for thetrighstore and transport natural
utilizing their respective assets. The followinpleasummarizes the demand charges, which are exgpentably over the term of the cont
and, are included as a component of Gas purchadks Consolidated Statements of Income:

(Millions) 2009 2008 2007

NJRES $ 1142 $ 115¢ $ 134.1
NING 83.2 73.€ 73.€
Total $ 197« $ 189.t $ 208.(

NJING recovers its costs associated with demandaegmrt of its wholesale gas commodity componéiis Basic Gas Supply Serv
(BGSS), a component of its tariff.

Derivative Instruments

NJR accounts for its financial instruments, sucliutisres, options and swaps, as well as its phiysimamodity contracts related to
purchase and sale of natural gas at NJRES, asatleeis, and, therefore, recognizes them at fainesah the Consolidated Balance She
NJR's unregulated subsidiaries record changes in thedlue of its derivatives in Gas purchases orr@fieg revenues, as appropriate, or
Consolidated Statements of Income. Derivatives and Hedgingopic of the ASC also provides for an exceptioroffnal scope exceptioh”
for qualifying physical commodity contracts thatdntended for purchases and sales during the narmase of business and for wh
physical delivery is probable. NJR applies thisepton to physical commodity contracts at NJNG &R Energy and, therefore, does
record changes in the fair value of these contratis the contract settles and the underlying redtgas is delivered. NJN&'derivatives ust
to economically hedge its natural gas purchasitigites are recoverable through its BGSS, a congpoof its tariff. Accordingly, the offset
the change in fair value of these derivatives ¢®réed as a Regulatory asset or liability on thesotidated Balance Sheets.

SeeNote 3. Derivative Instrumentsr additional details regarding natural gas trgdamd hedging activities.
NJR has not designated any derivatives as faireMadilges or cash flow hedges as of September 89, 2008.

Fair values of exchangeaded instruments, including futures, swaps amthiteoptions, are based on actively quoted mgrkiees. Fai
values are subject to change in the near term efilect managemertt’best estimate based on various factors. In éshédy the fair value «
commaodity contracts that do not have quoted prisesh as physical contracts, and overdhenter options and swaps, and certain embe
derivatives, management uses available marketatataricing models to estimate fair values. Estingatair values of instruments that do
have quoted market prices requires managesm@rdgment in determining amounts which could reabty be expected to be received fron
paid to, a third party in settlement of the instemnts. These amounts could be materially differemifamounts that might be realized ir
actual sale transaction.

Revenues

Revenues from the sale of natural gas to custorokefdIJNG are recognized in the period that gas isveled and consumed
customers, including an estimate for unbilled rexen

Unbilled revenues are associated solely with NJN&ural gas sales to individual customers are basdtieir meter readings, which
performed on a systematic basis throughout the méitthe end of each month, the amount of natyasl delivered to each customer afte
last meter reading is estimated, and NJNG recognindilled revenues related to these amounts. Tibéled revenue estimates are base
monthly send-out amounts, estimated customer usagastomer type, weather effects, unaccounteddsrand the most recent rates.
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Certain derivative instruments at NJRES and NJRrdgyndencompassing financial futures, options or syaare designed
economically hedge the cash flows of a forecastaustiction. These derivative instruments and conitsnodntracts at NJRES are recorde
fair value on the Consolidated Balance Sheetsaagdthange in fair value is included as a compon&@as purchases or Operating rever
as appropriate, on the Consolidated Statementscofre.

NJNG has elected and continues to elect the nostpbe exception related to its affstem sales of natural gas and conseqt
recognizes the revenue at settlement of the cdritvadelivery of natural gas. Derivative instrunieat NJNG are recorded at fair value or
Consolidated Balance Sheets with correspondinggdsain fair value also being recorded on the Cadated Balance Sheets as regule
assets or liabilities.

Revenues from all other activities are recordethenperiod during which products or services atleseéleed and accepted by custom
or over the related contractual term.

Gas Purchases

NJING's tariff includes a component for BGSS, which isigeed to allow NJNG to recover the commodity aafshatural gas throug
rates charged to its customers and is normallysegvbn an annual basis. As part of computing itS$8@ate, NJNG projects its cost of nat
gas, net of supplier refunds, the impact of hedgictiyities and credits from nonfirm sales and $portation activities, and recovers or reft
the difference, if any, of such projected costs parad with those included in rates through levelineonthly charges to customers.
underrecoveries or overrecoveries are deferredsadiject to BPU approval, reflected in the BGSSuhsequent years.

NJRES’ gas purchases represent the total commodity cdrdost, recognized upon completion of the traneactas well as realiz:
gains and losses of settled derivative instrumdias for physical purchase contracts and all famcontracts and unrealized gains and Ic
on the change in fair value of financial derivatimstruments that have not yet settled.

Income Taxes

The Company computes income taxes using the labilethod, whereby deferred income taxes are ghyetetermined based on 1
difference between the financial statement andbi@sis of assets and liabilities using enacted ##gsrin effect in the years in which
differences are expected to reverse. [Set 12. Income Taxes.

In addition, NJR evaluates its tax positions toed®ine the appropriate accounting and recognitiolutore obligations associated w
unrecognized tax benefits.

Investment tax credits have been deferred andeing lamortized as a reduction to the tax provisioar the average lives of the rele
properties.

Capitalized and Deferred Interest

The Companys capitalized interest totaled $3.2 million in @009, $4.6 million in fiscal 2008 and $3.2 naifli in fiscal 2007 wit
average interest rates of 4.8 percent, 4.7 permedt5.4 percent, respectively. Included in the Glidated Balance Sheets are capital
amounts associated with the debt and equity compenaf NJINGS Allowance for funds used during construction, Y&KC), which ar
recorded in Utility plant, as well as capitalizesterest recorded in Real estate properties and @th@ Investments in equity investe
Corresponding amounts recognized in Interest expansl Other income, as appropriate, in the Coretelitl Statements of Income are
follows:

September 30

($ in thousands 2009 2008 2007
AFUDC - Utility plant $ 1,316 $ 1,12¢ % 1,25¢
Weighted average interest ra 4.3% 4.8(% 5.36%
Capitalized interes— Real estate properties and ot —  $ 79 % 262
Weighted average interest ra — 3.7(% 5.4t
Capitalized interes— Investments in equity investe $ 1,90¢ $ 3,358 % 1,68
Weighted average interest ra 5.27% 5.7(% 5.41
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The AFUDC amounts shown in the table for fiscalrgeanded September 30, 2008 and 2007, includetaregt cost component or
Effective October 3, 2008, NING settled its base case and the BPU issued its final Rate Ordem Assult, certain changes in the desic
NJNC's base rates included the ability for NJNG to recan incremental cost of equity component in iIBJBC calculation during perio
when its shorterm debt balances are lower than its construatiork in progress. The AFUDC noted above for fis2@09 includes the
allowed amounts in accordance with the provisiohshe Rate Order. Capitalized amounts associated WING’s equity component,
$568,000 are included in Other income in the Cadat#d Statements of Income. S¢ete 2. Regulation

NJR, through its subsidiary CR&R, capitalizes iagtrassociated with the development and construatidts commercial building
Also included above is capitalized interest assediavith NJRS Investment in equity investees, specifically dlaguisition, development a
construction of the Steckman Ridge natural gasagifacility, which became partially operationalfistal 2009 and is expected to be f
operational in fiscal 2010 (s&ote 5. Investments in Equity Investees).

Pursuant to a BPU order, NJNG is permitted to rec@arrying costs on uncollected balances relaiegiotietal Benefits Clause (SE
program costs, which include NJCEP, RA and USF ediperes. Se®&lote 2. Regulation Accordingly, Other income included $2 million,.8
million and $3 million of deferred interest relatedthese SBC program costs in fiscal 2009, 20@B82807, respectively.

Sales Tax Accounting

Sales tax and Transitional Energy Facilities Assesd (TEFA) are collected from customers and preskim both operating revent
and operating expenses on the Consolidated Statemielmcome as follows:

September 30
Millions 2009 2008 2007
(
Sales Ta $ 58.7 $ 51.C $ 48.7
TEFA 8.¢ 8.4 8.5
Total $ 67.€ $ 50 $ 57.2

Statements of Cash Flows

For purposes of reporting cash flows, all temporiamestments with original maturities of three nmimbr less are considered ¢
equivalents.

Utility Plant and Depreciation

Regulated property, plant and equipment are stateatiginal cost. Costs include direct labor, miaterand thirdparty constructio
contractor costs, AFUDC and certain indirect costated to equipment and employees engaged inrcatish. Upon retirement, the cost
depreciable regulated property, plus removal destssalvage, is charged to accumulated depretiaiib no gain or loss recorded.

Depreciation is computed on a straidjhe basis for financial statement purposes, usatgs based on the estimated average lives
various classes of depreciable property. The coitgpoate of depreciation was 2.34 percent of avedgpreciable property in fiscal 2009, @
percent in fiscal 2008 and 3.02 percent in fis€d2 Pursuant to the final rate order October 882@ommencing in fiscal 2009, the BPU
lowered the depreciation expense to be chargedsa kates to 2.34 percent for NJNM&te 2. Regulation —Base Rate Order.

Property, plant and equipment was comprised ofdhewing as of September 30, 2009 and 2008:

Property Classifications Estimated Useful Lives 2009 2008
Distribution Facilities 38 to 74 year $ 1,157,58 $ 1,099,89
Transmission Facilitie 35 to 56 year 181,90t 176,34t
Storage Facilitie 34 to 47 year 40,96¢ 34,81¢
All other property 5 to 35 year 88,67¢ 84,98
1,469,141 1,396,04!
Accumulated depreciation and amortizat (404,70 (378,759
Net Property, plant and equipme $ 106443 $ 1,017,28
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Impairment of Long-Lived Assets

The Company reviews the carrying amount of an desgtossible impairment whenever events or chanmgescumstances indicate tl
such amount may not be recoverable.

For the fiscal years ended September 30, 2009, 2002007, no other circumstances indicating inmpairt were identified.
Available for Sale Securities

Included in Investments in equity investees onG@basolidated Balance Sheets are certain investnreptyuity securities that have a
value of $7.9 million and $8.0 million as of Septeam 30, 2009 and 2008, respectively. Unrealizegls@ie) gains associated with these e
securities, which are included as a part of Accatmd other comprehensive income, a component of n@omstock equity, we
approximately $(89,000) ($(52,000), after tax) &#00,000 ($118,000, after tax) for the fiscal yeansied September 30, 2009 and 2
respectively.

Equity in Earnings

The Company accounts for its investments in Irog@wid Steckman Ridge using the equity method aratds its share of earnings
of tax as Equity in earnings in the Consolidatedte3hents of Income. Iroquois is a limited partngrstvhich owns and operates a 4thile
interstate natural gas transmission pipeline piiagidervice to local gas distribution companiesc#ilc utilities and electric power generat
as well as marketers and other ersdrs, directly or indirectly, by connecting witip@ines and interconnects throughout the nortleee
United States. Taxes netted in Equity in earnimgenflroquois are $1.8 million, $1.3 million and $1million and are included in t
Consolidated Statements of Income for the fiscatyended September 30, 2009, 2008 and 2007, teghecSteckman Ridge is a 17.7 bill
cubic foot (Bcf) natural gas storage facility, with to 12 Bcf of working capacity, which was joindeveloped and constructed with a pau
in western Pennsylvania. Taxes netted in Equigaimings from Steckman Ridge were $1.1 millionfigsal 2009.

Common Stock Equity

NJR issued additional shares in March 2008, infthen of a 3 for 2 stock split. Sharelated information has been adjusted «
retroactive basis throughout this report in peripdsr to March 31, 2008. As well, Common stock &r@mium on common stock amot
have been adjusted as of the earliest period plextémthe Consolidated Statements of Capitalipagiod Consolidated Statements of Com
Stock Equity.

Accumulated Other Comprehensive Income

As of September 30, 2009 and 2008, Accumulated attraprehensive (loss) was comprised of the folhgabalances, net of tax:

(Thousands 2009 2008

Unrealized gain on available for sale securi $ 2,94¢ % 3,00(
Net unrealized gain on derivativ 124 22¢
Postemployment benefit obligation adjustm (13,129 (5,947
Total current $ (10,05) $ (2,719

Customer Accounts Receivable

Customer accounts receivable include outstanditigds from the following subsidiaries as of Sepban30:

($ in thousands 2009 2008

Customer accounts receival- Billed:
NING $ 21,23¢ 21% $ 21,39¢ 9%
NJRES 73,45 72 198,90: 88
Retail and Othe 7,25k 7 6,83 3

Total $ 101,94! 100% $ 227,13:. 10C%
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Asset Retirement Obligations (ARO)

NJR recognizes a liability for its AROs based oe fthir value of the liability when incurred, whiéh generally upon acquisitic
construction, development and/or through the noroparation of the asset. Concurrently, NJR alsdtalgges an asset retirement cost
increasing the carrying amount of the related dsgehe same amount as the liability. In periodssgguent to the initial measurement, NJ
required to recognize changes in the liability hsg from the passage of time (accretion) or dueelvisions to either timing or the amoun
the originally estimated cash flows to settle thaditional asset retirement obligation.

Pension and Postemployment Plans

NJR has two noncontributory defined pension plamgedng substantially all employees, including cdfis. Benefits are based on ¢
employee’s years of service and compensation. JiRiding policy is to contribute annually to thgdans at least the minimum amc
required under the Employee Retirement Income &gchict (ERISA) of 1974, as amended, and not mérantcan be deducted for fed:
income tax purposes. Plan assets consist of eggityrities, fixed-income securities and shertn investments. NJR contributed $25.6 mil
in aggregate to the plans in fiscal 2009. An addai contribution of $4.4 million was made on O@ph, 2009. There were no contribution
the pension plans in fiscal 2008 and 2007.

NJR also provides two primarily noncontributory rivedl and life insurance plans for eligible retireesl dependents. Medical bene
which make up the largest component of the plares,based upon an age and yearseafsice vesting schedule and other plan provis
Funding of these benefits is made primarily intdufary Employee Beneficiary Association trust fantlJR contributed $1.9 million, $:
million and $685,000 in aggregate to these plardsaal 2009, 2008 and 2007, respectively.

Foreign Currency Transactions

NJRES’'market area includes Canadian delivery points aral r@sult it incurs certain natural gas commoclitsts and demand fees that
denominated in Canadian dollars. Gains or loss&soitcur as a result of these foreign currencystetions are reported as a component o
purchases in the Consolidated Statements of In@davere not material during the fiscal years erféigatember 30, 2009, 2008 and 2007.

Accounting Standards

On July 1, 2009, the FASB ASC became effectivehassingle source of authoritative U.S. generallgepted accounting princip!
(GAAP) for nongovernmental entities. The ASC restiiied GAAP from a standards based model to a abiased model. All previous
issued accounting and reporting standards, wititdoinexceptions, are superseded and now organizbthwapproximately 90 accounting &
reporting topics. Under the ASC, new standardsivglissued in the form of Accounting Standards WgslgASU).

ASC Topic 105,Generally Accepted Accounting Principletarifies that the GAAP hierarchy will include ontwo levels of GAAF
authoritative and nonauthoritative. The ASC becafifiective for financial statements issued for iiteand annual periods after Septembe
2009. There was no impact to N3Rfinancial statements upon adoption, however, Nd& modified certain disclosures surrounding G.
guidance throughout this report to reflect the appate references in accordance with the ASC.

Recently Issued Standards and Updates:
Topic 320,Investments—Debt and Equity Securities:

In April 2009, the FASB issued FSP FAS 115-2 andSFI®4-2Recognition and Presentation of Other-ThEemporary Impairmen
(ASC 320-10-65-1) The FSP improves presentation and disclosuréisamcial statements for other-théamporary impairments of debt ¢
equity securities and expands on the factors compahould consider when evaluating debt secufitiesther-thartemporary impairment

The change is effective for interim and annual répg periods ending after June 15, 2009. Therewaaisnpact to NJR statement of financi
position or results of operations or cash flows assult of NJR’s adoption of the FSP.
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Topic 715,Compensation—Retirement Benefits:

On December 30, 2008, the FASB issued FSP 132(Ejnployers' Disclosures about Postretirement Beridéih Assets (ASC 715-20-
65-2), which requires additional disclosures surroundiogtgetirement benefit plan assets. Specificallg, dbjective is to provide users
financial statements information related to a comypm plan assets, investment policies and strategié@significant concentrations of risk.
addition, certain disclosure provisions will be Bg, including those related to inputs and valuatiechniques that are used to measure
assets and the effect of level three measuremanthanges in plan assets. The revision is effeftivéiscal years ending after December
2009. As it is a disclosure only standard, it Wilve no impact on the Compasystatement of financial position or results ofrapiens or cas
flows.

Topic 810,Consolidation:

On December 4, 2007, the FASB issued SFAS No. 8l60;controlling Interests in Consolidated FinanciBtatements (ASC 810-10-
65-1), to improve the relevance, comparability and tpanency of the financial information that a repugtientity provides in its consolida
financial statements. This Statement applies terdities that prepare consolidated financial stetets, except not-fqurofit organizations, b
will affect only those entities that have an outsiag non-controlling interest in one or more sdlzsies. The revision clarifies that a non-
controlling interest in a subsidiary is an ownepshiterest in the consolidated entity that shoutdréported as equity in the consolidi
financial statements and that a parent company reasgnize a gain or loss in net income when aidigivg is deconsolidated. The revisiol
effective for fiscal years beginning after Decemb®&y 2008, and early adoption is prohibited. Thenfany has concluded that this stater
will have no impact on its statement of financiakjtion or results of operations or cash flows.

Topic 815,Derivatives and Hedging:

On April 10, 2007, the FASB issued FASB Staff Fosit(FSP) No. FIN 39-1 (FSP FIN 39-Dffsetting of Amounts Related to Cer
Contracts — an interpretation of APB Opinion No. 10 and FASBtement No. 105 (ASC 815-10-4%)viding additional guidance for part
that are subject to master netting arrangemeneifggally, for transactions that are executed vifte same counterparty, it permits compe
to offset the fair values of amounts recognizeddierivatives as well as the related fair value amt®of cash collateral receivables or paya
when certain conditions apply. The standard becaffieetive for fiscal years beginning after Novemté&r 2007. As NJR policy has been
present its derivative positions and any receivablepayables with the same counterparty on a drasts, this revision had no impact or
statement of financial position or results of opierss or cash flows.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghetivities (ASC 815-10-65-1)
The revision requires enhanced qualitative and tigaéime disclosures on the objectives and accognfor derivatives and related hedc
activities, as well as their impacts on the finahstatements. NJR adopted the standard effecivealy 1, 2009. As the provisions only req
additional disclosures, there was no impact to NJRatement of financial position or results of ragiens or cash flows upon adoption.
Note 3. Derivative Instrumenfor a description of NJR’s derivative activitiesgiuding the additional disclosures required by ARG.

Topic 820,Fair Value Measurements and Disclosures:

Effective October 1, 2008 NJR adopted SFAS No. Faif, Value Measurements (ASC 820) its financial assets and liabilities, w
the exception of its pension assets. On October0Q9, NJR will prospectively apply the provisiasfsASC 820 to its noffinancial assets al
liabilities that are not measured at least annuatlyaddition, the provisions of ASC 820 will bepdipd to NJRS annual pension disclosure:
accordance with ASC No. 716pompensation—Retirement Benefitsmerly FSP 132(R)-1), beginning in fiscal 2010.

ASC 820 defines fair value as the amount that wbel@xchanged to sell an asset or transfer aitiabilan orderly transaction betwe
market participants, and establishes a fair vaieealchy of market and unobservable data that ésl us develop pricing assumptions.
adoption of ASC 820 did not have a material impattNJR’s financial position or results of operatoseeNote 4. Fair Value for more
information on the adoption of ASC 820, as welttesrequired disclosures.

In April 2009, the FASB issued FSP FAS 15Métermining Fair Value When the Volume and Levelaivity for the Asset or Liabili
Have Significantly Decreased and ldentifying Trastgms That Are Not Orderly (ASC ¢10-65-4). The revision provides additional guida
for estimating fair value in accordance with AS@&2hen the volume and level of activity for theetss liability have significantly decreas
In addition, it includes guidance on identifyingatimstances that indicate a transaction is notriyrdehe standard became effective for inte
and annual reporting periods ending after Jun€@89. There was no impact to N3Rstatement of financial position or results ofragiens o
cash flows as a result of the adoption.
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In August 2009, the FASB issued ASU 200®- The update provides additional guidance forsugag the fair value of liabilities a
clarifies that the quoted price for the identidabllity, when traded as an asset in an active staik a Level 1 measurement, providing t
are no adjustments to the quoted price. Alternbtiwghen no quoted price is available, the ASUraif the use of other valuation technic
outlined in ASC 820. ASU 2009-05 is effective fhetfirst interim or annual reporting period begimniafter the ASUs issuance. NJR does
anticipate any impact to its statement of finanpiagition or results of operations or cash flowsrupdoption on October 1, 2009.

Topic 825,Financial Instruments:

On April 9, 2009, the FASB issued FSP No. FAS 10XPB 28-1,Interim Disclosures about Fair Values of Financlaktruments,
which amends SFAS 10Disclosures about Fair Values of Financial Instrumse (ASC 825-10-65-1) and requires that companies
disclose the fair value of financial instrumentsidg interim reporting similar to those that areremtly provided annually. NJR adopted
revision effective June 30, 2009. As it is a disal@ only standard, it had no impact on the Comzastatement of financial position or res
of operations or cash flows.

In February 2007, the FASB issued SFAS No. 159, Faie Value Option for Financial Assets and Finahtiiabilities (ASC 825
which permits entities to elect to measure eligitdens at fair value as an alternative to hedgewtiing and to mitigate volatility in earnin
A company can either elect the fair value optioccading to a preexisting policy, when the asset or liability issfirecognized or when it ent
into an eligible firm commitment. Changes in th& falue of assets and liabilities that the compahgoses to apply the fair value optior
are reported in earnings at each reporting date.sténdard also provides guidance on disclosuetsatle intended to provide comparabilit
other companiesassets and liabilities that have different measergmattributes and to other companies with simiilaancial assets ai
liabilities. The standard became effective for NalRof October 1, 2008; however, since the Compahyat elect the fair value option for &
items, there was no impact its statement of firelmmdsition or results of operations or cash flows.

Topic 855,Subsequent Events:

In May 2009, the FASB issued SFAS No. 18bpsequent Events (ASC 85%)hich establishes general standards of accoufdingnc
disclosure of events that occur after the balaheetsdate but before financial statements are dssuare available to be issued. In addi
companies are required to disclose the date threugbh it has evaluated subsequent events. NJRtedldpe provisions effective June
2009. There was no impact to NJR'’s statement afiftiel position or results of operations or caskwfl as a result of the adoption.

The following standard has not yet been incorparatghe ASC:

In June 2009, the FASB issued SFAS No. 167 (SFAB,18mendments to FASB Interpretation No. 46 (RINB6(R)), which wil
eliminate the quantitative assessments currentlgractice under FIN 46 (R), and instead will requijualitative assessments to deteri
whether a company has a controlling financial iesérin a variable interest entity (VIE) and, theref would be deemed the prim
beneficiary, resulting in consolidation of the VéEperating results. In addition, SFAS 167 requirggoing reassessments, rather than linr
the reassessments to when certain triggering ewsaisr, and additional disclosures that are intdrtdeprovide information on a compagry’
involvement with VIE's. SFAS 167 is effective aetbeginning of a compars/annual reporting period that begins after Novanitse 200¢
including interim reporting periods within the firannual reporting period, and thereafter. The Camgpwill adopt the provisions of t
statement prospectively during its first quartefiedal 2011 and is evaluating the effect on itsficial position and results of operations.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires NJR to make estimates th&dfthe reported amounts
assets, liabilities, revenues, expenses and rethsetbsure of contingencies during the reportieggrd. On a monthly basis, NJR evaluate
estimates, including those related to the calautabtf the fair value of derivative instruments, illed revenues, allowance for doub
accounts, provisions for depreciation and amoitpatregulatory assets and liabilities, income $axgensions and other postemployr
benefits, contingencies related to environmentatema and litigation and asset retirement obligetjovhich are evaluated on an annual k
NJR bases its estimates on historical experiendearvarious other assumptions that are believéxd tieasonable under the circumstance:
results of which form the basis for making judgnseabout the carrying value of assets and lialslitreat are not readily apparent from o
sources.
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NJR has legal, regulatory and environmental proogsdduring the normal course of business which regult in loss contingenci
When evaluating the potential for a loss, NJR editablish a reserve if a loss is probable and eagstimated, in which case it is N3Rjolicy
to accrue the full amount of such estimate. Whieeeinformation is sufficient only to establish aga of probable liability, and no point witl
the range is more likely than any other, it is N&JRolicy to accrue the lower end of the range.

In the normal course of business, estimated amauratsubsequently adjusted to actual results thgtdiffer from estimates.
Subsequent Events

The Company evaluates subsequent events througlatbét issues its financial statements. Acconginfgr the period ended Septem
30, 2009, events occurring between September 31 a808d November 30, 2009, the date the financiaéstents have been issued, have
reviewed to determine appropriate recognition aisgldsures. Seélote 2. Regulationand Note 10. Employee Benefit Plafts subseque
events disclosures.

Immaterial Restatement of Prior Years Consolidatethancial Statements

NJRES enters into park and loan transactions wigdatddorrows natural gas from a counterparty withodoligation to return the gas ¢
future date. In the fourth quarter of fiscal 20@8nagement discovered an error in the accountingds in storage, purchase obligati
embedded derivatives and gas demand fees assowitethese transactions. NJR had been incorrgetbing its inventory and had not be
recognizing the fair value of the embedded densatiSpecifically, NJR had been using a forwarderio value the inventory and i
purchases liability. Both the natural gas that weaeived and the “park and loaligbility should have been initially valued at thpot marke
price on the date NJRES received the gas. In addiNJRES should have been accounting for the afinhig to return the gas as an embe
derivative, which should have been fair valued (tkea to marketjat each subsequent balance sheet reporting dat¢henggas was return
to thecounterparty. As well, the initial spread betwess $pot price of the natural gas on the date ofrémesaction and the forward price, be
on the date NJRES would return the borrowed gasnitory, should have been recognized into incoma catable basis over the term of
park and loan agreement. In addition, demand felaged to these transactions were not , but shisaNg been recognized ratably over t
term of the contract.

The Company made a quantitative and qualitativessssent of the impact of the error to its constdiddinancial statements &
concluded that the resulting misstatements werenaderial to the fiscal years ended September 809,2September 30, 2008 and Septe!
30, 2007 or to the consolidated balance sheet &pfember 30, 2008. However, because the errohalid material effects on the inte
quarterly periods within the fiscal years ended t&mbper 30, 2009 and 2008, the Company has ameragd & its fiscal 2009 Interi
Quarterly Reports on Form XD-to restate all of the interim period financiadtsments contained therein. Accordingly, in ordemiaintair
consistency with the treatment afforded the inteperiods, the Company has restated its prior annaakolidated financial stateme
contained herein. The following tables set foftle effects of the error on affected line items imitthe Companys prior years financi
statements:

CONSOLIDATED STATEMENTS OF INCOME

For the year ended September 3(

2008 2007
As As
Previously As Previously As

(Thousands Reported Adjustment Restated Reported Adjustment Restated
Gas purchase $ 332264 $ 8,11z $ 3,330,75/| $ 2,621,57" $ 3,98t $ 2,625,56
Total operating expens $ 3,614,760 $ 8,11: $ 3,622,871 $ 2,894,51 $ 3,98 $ 2,898,50
Operating Incom: $ 201,45 $ (8,119 $ 193,33¢| $ 127,25( $ (3,985 $ 123,26!
Income before income taxes and eg

in earnings of affiliate $ 180,000 $ (8,112 $ 171,89 | $ 103,93: $ (3,98 $ 99,94¢
Income tax provisiol $ 68,08 $ 3,370 $ 64,715| $ 40,31 $ (1,637) $ 38,67*
Net Income $ 113,91 % 4,742 $ 109,16¢| $ 65,28 $ (2,34¢) $ 62,93:
Basic earnings per she $ 27z % (0.17) $ 261] % 15¢ $ (0.0¢) $ 1.5C
Diluted earnings per sha $ 27C % (0.1) $ 25¢1 $ 158 §$ (0.00) $ 1.4¢
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CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended September 3(

2008 2007
As As
Previously As Previously As
(Thousands Reported Adjustment Restated Reported Adjustment Restated
Net Income $ 113,91( $ 4,749 $ 109,16¢| $ 65,28. $ (2,34¢) $ 62,93:
Unrealized loss (gain) on derivativ. =~ $ 3,68: $ (16,619 $ (12,929 $ 2291 $ 35,48: $ 58,39¢
Deferred income taxe $ 17,08 $ (3,370 $ 13,71t | $ 17,76: $ (1,63%) $ 16,127
Components of working capit $ (56,18¢) $ 20,19: % (35,99)| $ (32,13) $ (34,849 $ (66,989
Inventories $ (39,459 $ (11,289 $ (50,74)| $ 68,727 $ (14,42¢) $ 54,30:
Gas purchases payal $ 97,18( $ 37,15t % 134,33 | $ (79,54) $ (17,07 $ (96,619
Other current asse $ (3,377 $ (1,142 $ (4,519] $ (13,209 — % (13,209
Total working capita $ (56,180 $ 20,19 $ (35,999] $ (32,139 $ (34,849 $ (66,984
CONSOLIDATED BALANCE SHEETS
ASSETS
For the year ended September 3(
2008
As
Previously As
(Thousands Reported Adjustment Restated
Gas in storage, at average ¢ $ 478,54¢ $ (11,019 $ 467,53
Derivatives (current), at fair valt $ 208,70 $ 18,52: $ 227,22
Other (current $ 12,78 $ 2,39 $ 15,18:
Total current asse $ 1,109,660 $ 9,90t $ 1,119,57
Total asset $ 262539 $ 9,90t $ 2,635,29
CAPITALIZATION AND LIABILITIES
For the year ended September 3(
2008
As
Previously As
(Thousands Reported Adjustment Restated
Common stock equit $ 726,95¢ $ 1,11C $ 728,06¢
Total capitalizatior $ 1,182,07 $ 1,11¢ $ 1,183,18!
Gas purchases payal $ 315,51¢ $ 8,08 $ 323,60(
Total current liabilities $ 893,96¢ $ 8,08 $ 902,05:
Deferred income taxe $ 239,70 $ 711 % 240,41.
Total noncurrent liabilitie: $ 549,34¢ $ 711 $ 550,05¢
Total capitalization and liabilitie $ 262539 $ 9,90t $ 2,635,29
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CONSOLIDATED STATEMENTS OF CAPITALIZATION

For the year ended September 3(

2008
As
Previously As
(Thousands Reported Adjustment Restated
Retained earning $ 449,63t $ 1,11C $ 450,74t
Total Common stock equi $ 726,95¢ $ 1,11C $ 728,06¢
Total Capitalizatior $ 1,182,070 $ 1,11C_ $ 1,183,18
CONSOLIDATED STATEMENTS OF COMMON STOCK EQUITY
Retained Earnings Total
As As
Previously As Previously As
(Thousands Reported Adjustment Restated Reported Adjustment Restated
Balance at September 30, 2( $ 358,04 $ 8,20C $ 366,24 | $ 621,66: $ 8,20 $ 629,86:
Net income $ 65,28. $ (2,349 $ 62,93 $ 65,28. $ (2,349 $ 62,93:
Balance at September 30, 2( $ 380,88: $ 585: $ 386,73:| $ 644,79 $ 585: $ 650,64¢
Net income $ 113,91( $ 4,742 $ 109,16¢| $ 113,91 $ 4,742 $ 109,16¢
Balance at September 30, 2( $ 449,63t $ 1,11C $ 450,74¢| $ 726,95¢ $ 1,11C $ 728,06¢
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the year ended September 3(
2008 2007
As As
Previously As Previously As
(Thousands Reported Adjustment Restated Reported Adjustment Restated
Net Income $ 113,91( $ (4,742) $ 109,16¢ |$ 65,28! $ (2,34¢) $ 62,93:
Comprehensive incon $ 113,90¢ $ (6,520 $ 107,38! |$ 65,77: $ (2,348 $ 63,42¢

2. REGULATION
Energy Deregulation Legislation

The Electric Discount and Energy Competition ACDEECA) is the legal framework for New Jersgyublic utility and wholesale enel
landscape. NING is required, pursuant to a writteler by the BPU under EDECA, to have its residgntiarkets open to competition fr
third-party natural gas suppliers. Customers caosé the supplier of their natural gas commoditMING’s service territory.

As required by EDECA, NING has restructured itegsito segregate BGSS rates into two primary coemgsnthe commodity portic
which represents the wholesale cost of naturaligakiding the cost for interstate pipeline capatit bring the gas to NING&'service territor
and the delivery portion, which represents thegpantation of the commodity portion through NIJN@&s distribution system to the enske
customer. NJNG earns no utility gross margin ondbmodity portion of its natural gas sales. NJNtne utility gross margin through
delivery of natural gas to its customers, regasdtdavhether it or a third-party supplier providie wholesale natural gas commodity.
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Under EDECA, the BPU is required to audit the sta&mergy utilities every two years. The primarygose of the audit is to ensure
utilities and their affiliates offering unregulateetail services do not have any unfair competitielyantage over nonaffiliated provider:
similar retail services. A combined competitivevéees and management audit of NJNG commenced ireMber 2006, and a final report
findings and recommendations was approved by th& BR January 28, 2009. The BRUmanagement audit order requires thal
implementation of all recommendations be completihin two years of the date of the order.

Base Rate Order

As a result of increases in NJN&Gbperation, maintenance and capital costs, on Mbee 20, 2007, NIJNG petitioned the BPL
increase base rates for delivery service by apprabtaly $58.4 million, which included a return onN@'s equity component of 11.5 perct
This request was consistent with NJNG'’s objectivegroviding safe and reliable service to its custos and earning a markegsed return ¢
its regulated investments.

On October 3, 2008, the BPU unanimously approvetirande effective the settlement of NJN@jase rate case. As a result, N.
received a revenue increase in its base rates 2ab$8illion, which is inclusive of an approximaté3pmillion impact of a change to 1
Conservation Incentive Program (CIP) baseline usage, received an allowed return on equity compored 10.3 percent, reduced
depreciation expense component from 3 percent34 Rercent and reduced its annual depreciationrsepby $1.6 million as a result of
amortization of previously recovered asset retingnobligations.

Conservation Incentive Program (CIP)

The CIP was designed to decouple the link betwemstomer usage and NJNsGutility gross margin to allow NJNG to encouratg
customers to conserve energy. In addition to p&mgiNJNG to recover utility gross margin variaorelated to customer usage in compal
to established benchmarks, the CIP similarly seagea tracking mechanism that allows NJNG to ni¢ighe impact of weather on its gr
margin. As a result, the Weather Normalization G&(WNC) that was previously in effect as a weatt@eovery mechanism has b
suspended pending the continuation of the CIP. f/ASeptember 30, 2009, NJNG has a remaining WNCnbalaf approximately $78,000.
NJINC's 2010 Basic Gas Supply Service (BGSS)/CIP filiNgNG included a request to reduce the WNC rateatilithte recovery of tf
balance in fiscal 2010.

The CIPS5 initial term was October 1, 2006, through Septnd®, 2009. The BPU did not issue an order redativthe continuation
the CIP by October 1, 2009 and in accordance WwghBtPU order approving the CIP initially, the CIRl wontinue for up to one additional y¢
or until the issuance of a BPU Order. Recoveryumhsutility gross margin variations, filed for aratly and recovered one year following
end of the CIP usage year, is subject to additiooadlitions, including an earnings test and anuatan of BGSS-related savings.

As of September 30, 2009, under the CIP, NJNG Ba& @illion accrued to recover from residential @mdall commercial custome
which includes $1.4 million related to the weatbemponent of the CIP and $4.4 million related ® tisage component of the CIP.

The following are NJNG’s BPU filings and resultéated to CIP since the inception of the program:

* June 2007 NJING filed its CIP Petition for the Annual RevieWits CIP Program for recoverable CIP amounts fecdl 2007 and
establish its CIP recovery rates effective Octdhe2007.

* August 2007- NING filed an amendment to its June 2007 CIP fitmgpdate financial information to include actdata.

* October 2007 — the BPU provisionally approved ittn@lementation of NJNG' initial CIP recovery rates, based upon prog
information NJNG included in an Amendment to itditRen for Annual Review, which was filed with tH&PU in August 2007. Tt
approved rates add 1.7 percent to the averageergisitl heating customex’bill and were designed to recover approximately.€
million of previously accrued amoun

e May 2008- NJNG filed its CIP Petition for the Annual Review its CIP Program for recoverable CIP amounts fecél 200¢
requesting an additional $6.8 million, and to mpdi$ CIP recovery rates effective October 1, 2(

* August 1, 200¢ the BPU issued their final order in approving tHe @etition for fiscal 2007

e October 3, 2008 — the BPU provisionally approveldNi8’s CIP petition filed in May 2008 requestingadditional $6.8 million for
amounts accrued and estimated through Septemb2088, effective the date of the Board Ort
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e On April 1, 2009, NIJNG submitted a proposal to edtéts CIP mechanism, as currently structured,| @ttober 1, 2010. Ti
extension was requested due to the continuing @atiienergy efficiency programs at the state aderfd levels in concert with t
issuance of the economic stimulus programs. Asaltref no action taken by the BPU as of Septen30e12009, the CIP will rema
in effect for an additional year or until a finaber is issued by the BP!

e In June 2009, the BPU issued their final order apipg NJNC's recovery of $6.8 million of CIP rates for fis@4l08. In addition
NJING filed its annual BGSS and CIP filing for reecable CIP amounts for fiscal 2009, requesting eygdrto modify its CIF
recovery rates effective October 1, 2009, resulitinptal annual recovery requested for fiscal 20096.9 million, representing
amounts accrued and estimated through Septemb@089, The rate adjustment for fiscal 2009 was igiomally approved by the
BPU in the amount of $6.9 million on September2@)9.

In conjunction with the CIP, NJNG incurs costs tethto its obligation to fund programs that promotistomer conservation effc
during the pilot program. As of September 30, 2008NG had a remaining liability of $248,000 relatedhese programs.

BGSS

NJING is allowed to recover the commodity cost efgas purchased for sale to its customers througBGSS rate component of
customersbills. NJNG is required to make an annual filingdune 1 of each year for review of its BGSS raté ¢vie BPU. At that time NJN
may also request a potential rate change to betefeat the beginning of the following fiscal ye&JNG is allowed to make two inter
filings during the fiscal year period to subseqlieimcrease residential and small commercial custoBGSS rates up to 5 percent on a self-
implementing and provisional basis, after properagoand BPU action on the June filing. Such insesaif any, are subject to subsequent
review and final approval.

The cost of the wholesale natural gas commoditggrathrough to customers can fluctuate signifigamgised on many factors associ
with supply and demand in the marketplace. In &ldito the annual and interim filings to adjust B&fates, NIJNG is permitted to refunc
credit back a portion of the commodity cost pregigicollected from customers when the natural gesmodity cost decreases in compar
to amounts projected or adjusted as a componeihieoBGSS rates. Before implementing a refund aditrproper notification and supporti
documentation is filed with the BPU. Refundable amts may also be subject to interest.

The following are NJNG BGSS filings during fiscal 2008 and 2009 relateds requested rate adjustments and refunds tesidentic
and small commercial customers:

* October 200+ the BPU provisionally approved a decrease to N's BGSS rate effective October 4, 2007, which resluih a 3.
percent decrease to the average residential heatstgmer bill which was subsequently approved fnad basis in August 200i

e November 200~ NJNG notified the BPU that it would provide refunmscustomers and subsequently issued a crediingth32.(
million in December 2007 as a result of the de@eadhe anticipated costs of wholesale naturalpg@es.

e March 200&- NJNG, the BPU staff and Rate Counsel entered irstipalation to resolve certain matters relateMlddGC's fiscal 200
BGSS filing. This stipulation was approved by thelBon May 9, 2008, and resulted in NJNG recordingarecurring settleme
charge to its BGSS costs of $300,0

* May 2008 -NJING filed for an increase to the periodic BGSSdato be effective October 1, 2008, that wouldréase an avera
residential heating customsembill by approximately 18.0 percent due to anéase in the price of wholesale natural gas. Sulesedc
the time of the filing, wholesale natural gas psiceoderated, and on September 22, 2008, NING, tdfé @ the BPU and Ra
Counsel signed an agreement for an increase tpettiedic BGSS factor that would increase an averegiglential heating customer’
bill by approximately 8.9 percent. On October 3020the BPU approved the BGSS increase on a pomékbasis, effective the d
of the Board Orde!

e December 200~ NJNG provided notice that it would implement a $80lion BGS¢S-related rate credit that would lower residel
and small commercial sales customdifis in January and February 2009. This rate ¢nedis due primarily to a decline in wholes
commodity costs subsequent to the October 2008 Bi8& change. On February 20, 2009, NJNG providsite to the BPU that
BGS¢S-related rate credit would be extended through M&dH009, to reduce BGSS charges by an additii@imillion.
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e June 2009 NJNG filed its annual BGSS and CIP filing (2010 B&SIP filing) proposing a decrease of 17.6 peréenthe averac
residential heating customer of which 15.7 perdgrtue to the reduction in commodity costs basedhencontinuing decline in t
wholesale natural gas market. The balance of tteeataange is related to changes to the CIP ratdjsasssed above, and a mi
reduction to the rate related to collecting the aigrimg balance under the Weather Normalization €#a®n September 16, 2009,
BPU approved on a provisional basis a decreaspmbaimately 19 percent to the average residehgating customer of which 1°
percent is due to the reduction to the BGSS priw the balance of rate change is related to theaDlPWNC rates as discus
above.

e Effective in the first billing period of October @9, NJNG provided refunds of approximately $37.4liam to residential and smi
commercial customers due to the decline in the es®dé price of natural ge

Other Incentive Programs

NJNG is eligible to receive financial incentives feducing BGSS costs through a series of utililgsg margirsharing programs tr
include offsystem sales, capacity release, storage incentidefinancial risk management (FRM) programs. Indbet 2007, the BP
approved an extension of the utility gross mamghiaring programs mentioned above through Octobe?P@18. Concurrently, the BPU redu
the sharing percentage of the margin generatedebf#RM program retained by
NJNG from 20 percent to 15 percent effective Noventh 2007. The July 30, 2008, agreement betwe®&GN\ahd the Rate Counsel (Reve
Requirement stipulation) provides for the extensibthe incentive programs through October 31, 2@ldng with a moderate expansion of
storage incentive and FRM programs.

On October 3, 2008, the BPU approved the RevenggiRenent stipulation, which extends the incenpivegrams through October !
2011, and provides for an increase to the FRM mody annual cost limitation from $3.2 million to $6wllion, an annual update to the Ff
volume limitations and an increase to the annuat&8e Incentive program volumes from 18 Bcf to 21, Bffective the date of the Bo:
Order.

Societal Benefits Clause (SBC)

The SBC is comprised of three primary componentdJnéversal Service Fund rider (USF), a Manufactueds Plant (MGF
Remediation Adjustment (RA), and the New JerseyafIEnergy Program (NJCEP). The USF is a permariatévdde program that w
approved by the BPU in March 2003 for all naturak gand electric utilities for the benefit of incoelegible customers; the RA is a ri
approved by the BPU in June 1992 that providesdoovery of actual expenditures incurred to rentediarmer gas manufacturing faciliti
and the NJCEP is a program approved by the BPUarcM2001 and is designed to promote energy efiigiend renewable energy. Recoy
of SBC program costs is subject to BPU approva¢thas annual filings that include an updated repbexpenditures incurred each year.

On January 27, 2009, NJNG filed an application {day 2009 SBC filing) regarding its SBC to incre@seRA factor and its NJCE
factor while maintaining its effective rate on USFis filing, if approved, will result in an ovetahcrease of approximately 0.48 percent
month for an average residential bill. The Jan2099 SBC filing is subject to BPU Staff and Rateu@sel review and must be approvec
the BPU prior to implementing the new SBC rates.

USF

Through the USF, eligible customers receive a tredvard their utility bill. The credits applied tligible customers are recove
through the USF rider in the SBC. NJNG recoversyoag costs on deferred USF balances.

In June 2008, the natural gas utilities in New &grllectively filed with the BPU to increase thatewide USF recovery rate effec
October 1, 2008. In the BP&/October 21, 2008 order, the USF increase waoapg@ron a provisional basis, effective OctoberZ08, and
also approved interest on USF deferred balancéisealreasury Constant Maturityy2ar rate, plus 60 basis points, net of deferredrire
taxes, with the rate changing on a monthly basiN®l believes the increase has a negligible impacuustomers.

In June 2009, the natural gas utilities in the &StdtNew Jersey collectively filed with the BPUdecrease the statewide USF reco

rate effective October 1, 2009. The USF, as fileill, decrease the average monthly bill of a restidgrheating customer by 0.6 percent.
October 7, 2009, the BPU approved the USF decreéfeetive October 11, 2009.
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MGP

During fiscal 2007, NJNG signed a stipulation witte BPU and Rate Counsel, which resulted in thalldisance of certain costs that
had previously been deferred as recoverable purso@nregulatory rider associated with the rematicof a former manufactured gas plant
site. The pre-tax charge of $4 million is reflectes a component of Operations and maintenancensgpe the Consolidated Statements of
Income.

In October 2007, the BPU approved $14.7 millioreligible costs to be recovered annually for MGP ediation expenditures incurt
through June 30, 2006. In June 2009, the BPU apprdhe February 2008 SBC filing, which includedonery of MGP remediatic
expenditures incurred through June 30, 2007, riaegulh an expected total annual recovery of $17illian. The January 2009 SBC fili
included MGP remediation expenditures incurredufjfoJune 30, 2008, resulting in an expected totalal recovery of $20.7 million.

NJCEP

The BPU has established a statewide program togeenergy efficiency and renewable energy. All Nimnsey utilities are required
share in the funding for the program, which is kexrable from customers through the SBC.

In October 2008, the BPU released a final Ordedatipg state utilitiesfunding obligations for the period from January2009, tc
December 31, 2012. NIJN&5hare of the total statewide funding requirenaérdtl.2 billion is $50.8 million, which is recovddla through th
SBC. NINGS annual funding amounts gradually increase frot3million in fiscal 2009 to $15.9 million in fiat 2012. Accordingly, NJN
recorded the initial obligation and a correspondiagulatory asset at a present value of $44.3 énCQbnsolidated Balance Sheets. A
September 30, 2009, NJNG had a $39.4 million obbgaremaining.

The January 2009 SBC filing included an increasehto NJCEP factor. The proposed factor is expettececover $12.9 millic
annually.

Economic Stimulus

On January 20, 2009, NJNG filed two petitions wilile BPU seeking approval to implement programsgiesi to both stimulate t
state and local economy through infrastructure stments and encourage energy efficiency. The Acaield Infrastructure Program (AIP) v
approved on April 16, 2009, and allows NING to ek@e$70.8 million of 14 previously planned infragtture projects, maintaining safe .
reliable service to NJNG'’s customers while creatimg opportunity for approximately 75 to 100 newwgoApproved as a Year program, tt
AIP will be funded through an annual adjustmentustomersbase rates with the first adjustment expected itok 2010. The second filir
for an Energy Efficiency (EE) Program and assodiatest recovery mechanism, requested BPU approvimhplement various programs
encourage energy efficiency for residential and mamncial customers. NJNG proposed to recover thd?Ef§ram costs over aykar perio
through a clause mechanism similar to the SBC$&dr.1 million, if fully subscribed. A truap to actual EE program investments and costs
be filed with the BPU on an annual basis. The BBpraved the NJNG EE Program on July 17, 2009. BwthAIP and EE Programs inclt
the recovery of NJNG'’s overall weighted average obsapital on these investments.
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Regulatory Assets & Liabilities

At September 30, 2009 and 2008, the Company hadbtlmsving regulatory assets, all related to NJNfB, the Consolidated Balar

Sheets:
(Thousands 2009 2008 Recovery
Regulatory asse—current
Underrecovered gas co: $ — 3 27,99¢ @)
WNC 78 91¢ (2)
CIP 5,80( 22,46 3)
Total current $ 587t $ 51,37¢

Regulatory asse-noncurren

Remediation costs (Note 1

Expended, net of recoveri $ 85,46. $ 92,16¢ 4)
Liability for future expenditure 146,70( 120,73( (5)
CIP — 2,391 3)
Deferred income and other tax 11,56( 12,72¢ (6)
Derivatives (Note 3 8,07: 49,61( 1)
Energy Efficiency Prograr 1,17¢ — (7)
New Jersey Clean Energy Progr 39,36¢ 3,05¢ 7)
Pipeline Integrity Manageme 44¢ — (8)
Postemployment benefit costs (Note 94,30" 52,51¢ 9)
SBC 3,93t 7,46¢ (7)
Total noncurren $ 391,028 $ 340,67(
(1) Recoverable, subject to BPU approval, through BG8®Bout interest
(2) Recoverable as a result of BPU approval in Oct@0@8, without interest. This balance reflects teeresults from winter period of fis

(3)
(4)
(5)

(6)

(7)
(8)

(9)

2006. No new WNC activity is being recorded sina#dDer 1, 2006 due to the existence of the

Recoverable or refundable, subject to BPU annualdcyal, without interes

Recoverable, subject to BPU approval, with inteosstr rolling -year periods

Estimated future expenditures. Recovery wil tequested when actual expenditures are incusged Note 13. Commitments &
Contingent Liabilitie— Legal Proceedings

Recoverable without interest, subject to BPU apak«

Recoverable with interest, subject to BPU apprc

Recoverable, subject to BPU review and approvaéhénnext base rate case. NJNG is limited annuallgtording a regulatory asset -
does not exceed $700,000. In addition, to the éttext project costs are lower than the approvedPiM annual expense of $1.4 milli
NJING will record a regulatory liability that willdorefundable as a credit to custo’s gas costs when the net cumulative liability exe
$1.0 million.

Recoverable or refundable, subject to BPU approwdthout interest. Includes unrecognized servicstsaecorded, that NIJNG |
determined are recoverable in rates charged tomess (seNote 10. Employee Benefit Plan

If there are any changes in regulatory positiorsg thdicate the recovery of regulatory assets tspnobable, the related cost would

charged to income in the period of such deternomati

At September 30, 2009 and 2008, the Company hafbllesving regulatory liabilities, all related toING, on the Consolidated Bala

Sheets:

(Thousands 2009 2008

Regulatory liabilibt—current

Overrecovered gas co(1) 36,20 _

Total current

36,20: —

Regulatory liabilitie—noncurren

Cost of removal obligatio(2) 56,45( $ 63,41¢

Total-noncurreni

&+ |s »|H

56,45( $ 63,41¢

(1)
(2)

Refundable, subject to BPU approval, through BG&8) interest.

NJING accrues and collects for cost of removal tegaThis liability represents collections in exxe$ actual expenditures. Approxima
$22.4 million, including accretion of $1.5 milliofor the fiscal year ended September 30, 2009, gtlegory assets relating to a:
retirement obligations have been netted againstds¢ of removal obligation as of September 30,92(eNote 11. Asset Retirem
Obligations).
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3. DERIVATIVE INSTRUMENTS

NJR accounts for its derivatives in accordance wWigDerivatives and Hedgintppic (ASC 815pf the ASC. In addition, as describel
Note 1, Summary of Significant Accounting PolicNJR adopted the recently issued provisions of A$&-B050 (originally issued as SF/
161, Disclosures about Derivative Instruments and Hedghuctivities ), which require enhanced disclosures surroundigy use of ar
accounting for derivative instruments, as well las impact to a comparg/financial statements. The additional quantitatwel qualitativ
disclosures are included throughout this note.

The Company and its subsidiaries are subject tomadity price risk due to fluctuations in the markeice of natural gas. To man:
this risk, the Company and its subsidiaries emttr & variety of derivative instruments includitgit not limited to, futures contracts, phys
forward contracts, financial options, and swaptonomically hedge the commodity price risk asgediavith its existing and anticipa
commitments to purchase and sell natural gas. Thestacts, with a few exceptions as describedvibelze accounted for as derivatiy
Accordingly, all of the financial and certain ofettCompanys physical derivative instruments are recordedaatvalue in the Consolidat
Balance Sheets. Since the Company chooses notsigndée its derivatives as accounting hedges, @wigthe fair value of the derivat
instruments are concurrently recorded as a comparfeBas purchases or Operating revenues, as agpor NJRES and NJR Energy
the Consolidated Statements of Income as unreatjaets or losses. At settlement, realized gainslassks on derivative instruments are
recognized in these same line items. Physicallyesksales are included in Operating revenues phgdically settled gas purchases and a
settled derivatives (including financial derivatimstruments) are included in Gas purchases.

Changes in fair value of NJN&derivative instruments, however, are recorded esmponent of Regulatory assets or liabilitiepa
ASC 980 in the Consolidated Balance Sheets, as NidGeceived regulatory approval to recover tlaeseunts through future BGSS rate
an increase or decrease to the cost of naturaingllNG'’s tariff. For a more detailed discussiontlsd Companys fair value measurem
policies and level disclosures associated with NXrivative instruments, please diste 4. Fair Value.

ASC 815 includes a “normalélection that can be applied to physical commoditntracts that otherwise meet the definition
derivative when certain conditions are met, inahgdihe probability of physical delivery of the unigeng commodity in the normal course
business. If elected, the scope exception allowspemies to defer recognition of the related asaetpiired and liabilities incurred ut
settlement of the contract and delivery of the ratgas. During fiscal 2007 and 2008, NJR emplayacinal accounting treatment for certail
its physical forward contracts at NJRES. Due tonges in the Company’ability to assert physical delivery, effectivet@uer 1, 2008, tt
Company chose to no longer apply normal treatmemhtysical commodity contracts. Therefore, as ofoBer 1, 2008, all NJRES physi
commodity contracts that meet the definition ofesiwhtive are accounted for at fair value in then€nidated Balance Sheets, with chang
fair value included in earnings as noted above.

As a result of entering into transactions to borrgas, commonly referred to as “park and loars,"embedded derivative is cre¢
related to potential differences between the falug of the amount borrowed and the fair valuehef amount that may ultimately be rep
based on changes in value in forward natural gasgduring the contract term. This embedded devivds accounted for as a forward sal
the month in which the repayment of the borrowesligaexpected to occur, and is considered a phHydgcivative transaction which is recort
at fair value on the balance sheet, with changeslire recognized in current period earnings.
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The Company continues tcelect normal treatment on all physical commodityptcacts when appropriate at NJNG and NJR En
These contracts are accounted for on an accrual. bas

The following table reflects the fair value of NdRlerivative assets and liabilities recognizedhim €onsolidated Balance Sheets ¢
September 30, 2009:

Fair Value
Asset Liability
(Thousands Balance Sheet Locatic Derivatives Derivatives
Derivatives not designated as hedging instrumemieuASC 815
NJING:
Financial derivative commaodity contrac Derivatives- Current $ 15,80 $ 24,27
Derivatives- Noncurrent 1,077 677
NJRES:
Physical forward commodity contrac Derivatives- Current 22,67« 10,04«
Derivatives- Noncurrent 3,87¢ 214
Financial derivative commodity contrac Derivatives- Current 89,14( 60,05«
Derivatives- Noncurrent 4,157 5,31¢
NJR Energy
Financial derivative commodity contras Derivatives- Current 3,45¢ 481
Derivatives- Noncurrent 424 43
Total fair value of derivative $ 140,60¢ $ 101,10:

* Table includes gross derivative values not adjdisor taxes.

NJRES utilizes financial derivatives to economigdiedge the margin associated with the purchagghgdical gas for injection in
storage and the subsequent sale of physical gatatdr date. Upon settlement of the financialdeation, the previously recognized unreal
amounts are adjusted to reflect the final realigaths (losses) in earnings. However, the gainsé)son the financial transactions that
economic hedges of the cost of the purchased gasangnized prior to the gains (losses) on thesipghl/transaction, which are recognize
earnings when the natural gas is sold. Thereforematches between the timing of the recognitiomealized gains or losses on the finar
derivative instruments and gains (losses) assatiaith the actual sale of the natural gas thakisd economically hedged creates volatilit
the results of NJRES, although the Company’s irgdreconomic results relating to the entire transactre unaffected.

Gains (losses) recognized at NJRES and NJR Enesgw @omponent of Operating revenues and Gas peshsiace NJR
implementation of provisions in ASC 815-10-50 effee January 1, 2009 are as follows:

Amount of Gain or (Loss

Location of Gain or (Loss) Recognized in Income on
(Thousands Recognized in Income on Derivati Derivative
Three Months Nine Months
Derivatives not designated as hedging instrumemtieuASC 815 Ended Ended
September 30, 20(
NJRES:
Physical commodity contrac Operating revenue $ (7,579 $ 8,76:
Physical commodity contrac Gas purchase 22,51¢ 20,90°
Financial derivative Gas purchase (38E) 33,52¢
Subtotal NJRE. 14,55¢ 63,19¢
NJR Energy
Financial derivative Operating revenue 49 (9,899
Total NJRES and NJR Energy unrealized and reatizéns $ 14,60« $ 53,29¢

Not included in the table above are gains (losssspciated with NJNG’financial derivatives, that totaled $2.4 milliand $(32.€
million for the three and nine months ended Sep&n8d, 2009, respectively. These derivatives aré gfaits regulated risk managem
activities that serve to mitigate BGSS costs passet its customers. As these transactions aereshinto pursuant to and recoverable thrt
regulatory riders, any changes in the value of NB\fancial derivatives are deferred in Regulatasgets or Liabilities in accordance w
ASC 980 and there is no impact to earnings.
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As of September 30, 2009, NJNG, NJRES and NJR Friead the following outstanding long (short) detives:

Volume
(Bcf)

NJING Future: 21.4
Swap: (14.5)

Options 8.C
NJRES Future: (19.9)
Swap! (23.2)

Options 4.C

Physica 58.€

NJR Energy Swap: 2.€

Generally, exchangigaded futures contracts require a deposit of macgsh, the amount of which is subject to changedan mark:
price movements and in accordance with exchangs.rilhe Company maintains broker margin accoumtBl3?NG and NJRES. The balan
as of September 30, by company are as follows:

(Thousands 2009 2008
NJING broker margin depos $ 16,45¢ $ 41,27:
NJRES broker margin deposit (liabilit $ 9,79 $ (29,077

Wholesale Credit Risk

NJING, NJRES and NJR Energy are exposed to crattitas a result of their wholesale marketing aédigitNJR monitors and mana
the credit risk of its wholesale marketing openagichrough credit policies and procedures that m@ment believes reduce overall credit |
These policies include a review and evaluation wfrent and prospective counterpartidisiancial statements and/or credit ratings, ¢
monitoring of counterpartiestredit limits and exposure, daily communication hwitaders regarding credit status and the use edil
mitigation measures, such as collateral requiresnantl netting agreements. Examples of collatechlidle letters of credit and cash rece
for either prepayment or margin deposit. Collatenaly be requested due to N§Relection not to extend credit or because exposxiceed
defined thresholds. Most of NJRwholesale marketing contracts contain standattthgeprovisions. These contracts include thoseegoed b
the International Swaps and Derivatives AssociaiSiDA) and the North American Energy StandardsrBqAIAESB). The netting provisio
refer to payment netting, whereby receivables asyhbles with the same counterparty are offset haddsulting net amount is paid to
party to which it is due.

As a result of the inherent volatility in the pricef natural gas commodities addrivatives, the market value of contractual posk
with individual counterparties could exceed estidd credit limits or collateral provided by thasminterparties. If a counterparty failec
perform the obligations under its contract (formyde, failed to deliver or pay for natural gasgritthe Company could sustain a loss.

The following is a summary of gross credit exposugeouped by investment and noninvestment gradetemqarties, as of Septem
30, 2009. Internally-rated exposure applies to tenparties that are not rated by Standard & Po@&P) or Moodys Investors Service, Ir
(Moody’s). In these cases, the company’s or guaranfinancial statements are reviewed, and similathodplogies and ratios used by £
and/or Moodys are applied to arrive at a substitute rating.sGmedit exposure is defined as the unrealized/&ile of physical and financ
derivative commodity contracts plus any outstandiegeivable for the value of natural gas delivef@dwhich payment has not yet b
received. The amounts presented below have not teglrced by any collateral received or netting exclude accounts receivable for re
natural gas sales and services.

Gross Credit

(Thousands Exposure

Investment grad $ 95,33¢
Noninvestment grad 9,20¢
Internally rated investment gra 13,78:
Internally rated noninvestment gra 4,78¢
Total $ 123,10°
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Conversely, certain of NJRES’, NJING’s and NJR Eyexglerivative instruments are tied to agreementtagang provisions that wou
require cash collateral payments from the Compdngeitain events occur. These provisions vary bagedn the terms in individu
counterparty agreements and can result in cash gragnt NJNG'’s credit rating were to fall below dsrrent level. NJNG credit rating, wit
respect to Standard and Payreflects the overall corporate credit profilpeSifically, most, but not all, of these additiopalyments will b
triggered if NJNGS debt is downgraded by the major credit agencéemrdless of investment grade status. As well,esofrthese agreeme
include threshold amounts that would result in addal collateral payments if the values of derivatliabilities were to exceed the maxim
values provided for in relevant counterparty agreets. Other provisions include payment featuresdaha not specifically tied to ratings,
are based on certain financial metrics.

Collateral amounts associated with any of theselitions, are determined based on a sliding scadeaa& contingent upon the degre
which the Company credit rating and/or financial metrics deterieraand the extent to which liability amounts excepglicable thresho
limits. The aggregate fair value of all derivatisstruments with credit-riskelated contingent features that are in a liabiptysition ol
September 30, 2009, is $22.3 million for which @a@mpany has not posted any collateral. If all tiregholds related to the credit-risdatec
contingent features underlying these agreement® warmoked on September 30, 2009, the Company waotdbe required to post &
additional collateral to its counterparties. Thinaunt differs from the Comparg/net derivative liability because the credit agresnts als
include clauses, commonly known as “Rights of Gffsthat would permit the Company to offset its deliwatassets against its derivai
liabilities for determining additional collateral be posted.

4. FAIR VALUE
Fair Value of Assets and Liabilities
The fair value of cash and temporary investmentspants receivable, accounts payable, commercipémand borrowings unc

revolving credit facilities are estimated to eqtredir carrying amounts due to the short maturitjhofse instruments. The estimated fair valt
long-term debt, excluding current maturities anpiiteé lease obligations, is based on quoted markegs for similar issues and is as follows:

September 30
(Thousands 2009 2008
Carrying value $ 399,80( $ 399,80(
Fair market valut $ 415,700 $ 351,40(

Adoption of ASC 820, Fair Value Measurements

As noted inNote 1. Summary of Significant Accounting Poliche3R adopted ASC 820 effective October 1, 2008 axlapplied tF
provisions to its financial assets and liabilitias,appropriate, which include financial derivasiand physical commodity contracts qualify
as derivatives, available for sale securities ahérdfinancial assets and liabilities. ASC 820 dedi and establishes a framework for meas
fair value and requires that companies considarmagtons market participants would make when pga@ssets and liabilities that are requ
to be recognized at fair value in accordance widvipusly issued accounting pronouncements.

ASC 820 prescribes disclosures that are intendexwey the reliability of price inputs used toatetine fair value and establishe
fair value hierarchy that prioritizes the inputsveduation techniques used to measure fair valsedan the source of the data used to de
the price inputs. The hierarchy gives the highestrity to unadjusted quoted prices in active m#ker identical assets or liabilities and
lowest priority to inputs that are based on unolegle market data and include the following:

Level 1 Unadjusted quoted prices for identical assetsatnilities in active markets; N.'s Level 1 assets and liabilities include exchi
traded financial derivative contracts and listedites;

Level 2 Significant price data, other than Level 1 quotbsat is observed either directly or indirectly; Ms level 2 assets and liabilit
include over-thesounter physical forward commodity contracts anéswontracts or derivatives that are initially \eduusini
observable guotes and are subsequently adjustaditale time value, credit risk or estimated traspricing components. The
additional adjustments are not considered to bafgignt to the ultimate recognized valu

Level 3 Inputs derived from a significant amount of unolablte market data; these include I's best estimate of fair value and

derived primarily through the use of internal vaioa methodologies. Certain of NHEphysical commodity contracts that ar
be delivered to inactively traded points on a pigehre included in this categol
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NJING’s, NJRES’ and NJR Energy’s financial derivatiportfolios consist mainly of futures, optionsl awaps. NJR primarily uses the
market approach and its policy is to use activelgtqd market prices when available. The principatkat for its derivative transactions is the
natural gas wholesale market, therefore, the psireaurce for its price inputs is the New York Merttile (NYMEX) exchange. NJRES also
uses Natural Gas Exchange (NGX) for Canadian dglipeints and Platts and NYMEX ClearPort for certaver-the-counter physical forward
commodity contracts. However, NJRES also engag#ammsactions that result in transporting natuea tp delivery points for which there is
actively quoted market price. In these cases, NJRBIRY is to use the best information availaldedetermine fair value based on internal
pricing models, which include estimates extrapaldtem broker quotes or pricing services.

NJR Energy uses NYMEX settlement prices to valsiéoihg-dated swap contracts. NJR also has availabkale securities and other
financial assets that include listed equities, rmbfunds and money market funds for which thereaatare exchange quotes available.

When NJR determines fair values, measurementsdfustad, as needed, for credit risk associated wgtbounterparties, as well as its
own credit risk. NJR determines these adjustmentssing historical default probabilities that capend to the applicable Standard and Poor’s
issuer ratings, while also taking into consideratiollateral and netting arrangements that serwveitigate risk.

The adoption of ASC 820 did not have a materialaotpn NJR’s financial condition or results of cgt@ns. Assets and liabilities
measured at fair value on a recurring basis agpfe®nber 30, 2009, are summarized as follows:

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
(Thousands (Level 1) (Level 2) (Level 3) Total
Assets:
Physical forward commodity contrac $ — 3 26,55 $ — $ 26,55
Financial derivative contrac 81,21°¢ 32,83¢ — 114,05
Available for sale securitie®) 7,872 — — 7,872
Other asset 1,467 — — 1,467
Total assets at fair valt $ 90,55 $ 59,39 $ — % 149,94!
Liabilities:
Physical forward commodity contrac $ — $ 10,25¢ $ — 8 10,25¢
Financial derivative contrac 68,44: 22,40: — 90,84
Other liabilities 1,467 — — 1,467
Total liabilities at fair value $ 69,91( $ 32,66( $ — 3 102,57(

(1) Included in Investments in equity investees indbesolidated Balance Shee

A reconciliation of the beginning and ending baksof NJRESUderivatives measured at fair value based on saamifi unobservak
inputs as of September 30, 2009, is as follows:

Fair Value
Measurements Using
Significant Unobservable

Inputs
(Thousands (Level 3)
Beginning balanc $ 937
Total gains realized and unrealiz 32C
Purchases, sales, issuances and settlemen (774)
Net transfers in and/or out of leve (483)

Ending balanc $ —

Net unrealized gains included in net loss relatm
derivatives still held at September 30, 2( $ —

NJR will prospectively apply the measurement arstldsure provisions of ASC 820 to its nfimancial assets and liabilities, wh
includes NJNG’s asset retirement obligations, dutire first quarter of fiscal 2010. Based on NsJ&Irrent valuation methodologies, it does
anticipate a material impact upon application ofCAR0 to the fair value measurement of N.'s asset retirement obligatiot
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5. INVESTMENTS IN EQUITY INVESTEES

NJR'’s Investments in equity investees as of Sepeer@0, 2009 and 2008, respectively, include thiefohg investments:

(Thousands 2009 2008

Steckman Ridg $ 13155 $ 84,28!
Iroquois 21,08 23,60
Other 7,87 8,097
Total $ 160,50¢ $ 115,98:

NJR uses the equity method of accounting for #g&tments in Steckman Ridge and Iroquois.

NJR’s investment in Steckman Ridge increased $47.3omiih fiscal 2009, including cash investments dRF million, equity i
earnings of $2.3 million and capitalized costs artdrest of $2.3 million. Steckman Ridge became mentially operational during the th
quarter of fiscal 2009 with approximately two-ttdrdf eventual capacity available for customer itjers.

Included in the investment in Steckman Ridge asndoincluding accrued interest from NJR in the amaf $74.6 million as ¢
September 30, 2009. NJR, as part of its fundingmiiment, entered into a loan agreement with SteckRidge on October 15, 2007, wher
NJR is committed to fund up to a total $82.5 millio loans. The principal balance of the loanscare December 31, 2017 and can be pre
at the option of Steckman Ridge. The principal amaif the loans accrue interest at a rate of LIBE® 0.95%, which resets quarterly.

The decrease in NJRinvestment in Iroquois was due primarily to cditributions received from the partnership of $niflion durinc
fiscal 2009, offset by equity in earnings of $4.Hion.

Other consists of an investment in equity secwwité a publicly traded energy company and is actmlifior as available for si
securities, with any change in the value of suatestment recorded in Accumulated other comprehenisistome, a component of Comn
stock equity. Unrealized (losses) gains associatgll these equity securities were approximately2§§B80), net of tax of $37,000, ¢
$118,000, net of tax of $(82,000), for the yeardeehSeptember 30, 2009 and 2008, respectively.

The following tables set forth the financial infaation for Iroquois for the fiscal years ended Seqiter 30:

(Millions) 2009 2008 2007

Operating revenue $ 1952 $ 165.¢ $ 160.¢
Operating incom: $ 1117 $ 876 $ 78.t
Net income $ 49¢ $ 371 $ 29.7
(Millions) 2009 2008

Current assel $ 92 $ 64.Z
Noncurrent asse $ 769.2. $ 729.2
Current liabilities $ 240 $ 39.Z
Noncurrent liabilities $ 264.¢ $ 348.¢

6. EARNINGS PER SHARE

The following table presents the calculation of @@mpanys basic and diluted earnings per share for thalfigears ended Septem

30:

(Thousands, except per share amou 2009 2008 2007
Net Income, as reporte $ 27,24.  $ 109,16¢ $ 62,93
Basic earnings per she

Weighted average shares of common stock outsta-basic 42,11¢ 41,87¢ 41,85¢
Basic earnings per common sh $ 0.6 $ 261 $ 1.5C
Diluted earnings per sha

Weighted average shares of common stock outsta-basic 42,11¢ 41,87¢ 41,85¢
Incremental share®) 34€ 29¢ 25¢
Weighted average shares of common stock outsta—diluted 42,46" 42,17¢ 42,11
Diluted earnings per common shi? $ 0.6/ $ 25¢ $ 1.4¢

(1) Incremental shares consist of stock options, séwedrds and performance unit



(2) There were no ar-dilutive shares excluded from the calculation dditeid BEfAIiRGsptasiharentcd NEYHIJERRE YiSaB@GIRE HScH-ZOW09
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7. LONG-TERM DEBT, DIVIDENDS AND RETAINED EARNINGS RESTRICT IONS

Annual long-term debt, excluding capital leases ramption requirements are as follows (in mikipn

September 3( Redemptior
2010 —
2011 $ 20.C
2012 —
2013 —
2014 $ 60.C
Thereaftel $ 319.¢

NJNG First Mortgage Bonds

NJING’s mortgage secures its First Mortgage Bonds anesepts a lien on substantially all of its propeitgluding natural gas supj
contracts. Certain indentures supplemental to thegage include restrictions as to cash dividemdsather distributions on NJN&commo
stock that apply as long as certain series of Mitsttgage Bonds are outstanding. Under the mosticige provision, approximately $2
million of NJING's retained earnings were availafiesuch purposes at September 30, 2009.

NJING enters into loan agreements with the New ydesenomic Development Authority (the EDA) underigththe EDA issues tax-
exempt bonds, and the proceeds are loaned to NANGntl capital expenditures for certain portionsitefnatural gas service territory.
secure its loans from the EDA, NJNG issues Firsttiyame Bonds to the EDA with interest rates andunitgt dates identical to those of -
EDA Bonds.

In October 2005, NIJNG entered into a loan agreemetér which the EDA loaned NJNG the proceeds $8%.8 million of taxexemp
EDA Bonds. NJNG deposited $15 million of the prateeto a construction fund to finance subsequensituction in the northern division
NJNC's territory. NJNG drew down $10.8 million from thenstruction fund prior to fiscal 2009 and drew dative remaining $4.2 million
December 2008.

NJNG is obligated with respect to loan agreemestasng six series of variable rate bonds totakpgroximately $97 million «
variablerate debt backed by securities issued by the NeseyeEconomic Development Authority (EDA). The EaAnds are commor
referred to as auction rate securities (ARS) ancklem interest rate reset every 7 or 35 days, di#pgrupon the applicable series, whel
auction is held for the purposes of determiningititerest rate of the securities. The interest agsociated with the NIJNG variablete debt i
based on the rates on the EDA ARS. As of Septer@de009, all of the auctions surrounding the EDRSAhave failed, resulting in thc
bonds bearing interest at their maximum ratesnedfin the EDA ARS as the lesser of (i) 175 percé®0-day LIBOR or (ii) 10 to 12 perce
per annum, as applicable to such series of ARSfAReptember 30, 2009, the 88y LIBOR rate was 0.25 percent. As such, NJNGerily
has a weighted average interest rate of 0.44 peaseaf September 30, 2009, compared with a weighterage interest rate of 4.6 percel
of September 30, 2008. While the failure of the ARftions does not signify or constitute a defanltNIJNG, the EDA ARS does imp
NJNC's borrowing costs of the variablate debt. There can be no assurance that the ERS will have enough market liquidity to av
failed auctions in the future, which could potelyidnave an adverse impact on NJM@orrowing costs if LIBOR rates increase. NJ
reviewing alternative methods for refinancing thR\at NJNG on a continuing basis, however, it camssure that alternative source
financing can be implemented in a timely manner.

NJING Medium Term Notes

In May 2008, NING issued $125 million of 5.6 pertcsgnior notes due May 15, 2018 (Notes) in thegte\placement market pursu
to a note purchase agreement. The Notes are seantiethe release date, which is the date at witiehsecurity provided by the pledge ur
NJNC's mortgage indenture would no longer be availablenolders of any outstanding series of NJ&IGEnior secured notes and ¢
indebtedness would become senior unsecured indedgsdby an equal amount of NIJNG first mortgagedbdiseries LL), and interest
payable on the Notes semi-annually. The proceeais fthe Notes were used to refinance skemta debt and fund capital expendit
requirements.

NJING Sale-Leasebacks
NJNG’s master lease agreement for its headquarteiding has a 25.5-year term with twoyBar renewal options. The present vall
the agreemerg’ minimum lease payments is reflected as both #atd@ase asset and a capital lease obligatiomtwére included in Utilit

plant and Longerm debt, respectively, on the Consolidated BadaBleets. In accordance with its ratemaking treettndING records re
expense as if the lease was an operating lease.
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NJING received $6.3 million, $7.5 million and $5.8lion for fiscal year 2009, 2008 and 2007, respedy, in connection with the sale-
leaseback of a portion of its natural gas metenss 3ale-leaseback program is expected to be e@tdion an annual basis.

Contractual commitments for lease payments, undtr galeleasebacks for the meters and the building, abefiscal year end are
follows (in millions):

Lease
Fiscal Year Ended September Payment:
2010 $ 9.¢
2011 13.7
2012 7.8
2013 8.2
2014 7.2
Thereaftel 36.€
Subtotal 83.2
Less: interest compone (21.2)
Total $ 62.2

NJR Debt

NJR had no long-term variable-rate debt outstandirfgeptember 30, 2009 and 2008.

In September 2007, NJR issued $50 million of UnesgtiBenior Notes, which were used for financingnisal investment in Steckmi
Ridge and general corporate purposes includingaatiing short-term debt. These notes have ged®-maturity and an interest rate of ¢
percent.

8. SHORT-TERM DEBT AND CREDIT FACILITIES

A summary of NJR’s and NIJNG’s committed credit liies, which require commitment fees on the unuaetbunts, and NJRES’
committed facility that does not require a fee, agdollows:

September 30

(Thousands 2009 2008
NJR@
Bank credit facilitiest) $ 325000 $  325,00(
Amount outstanding at end of peri

Notes payable to banl $ 143,400 $ 32,70(
Weighted average interest rate at end of pe

Notes payable to ban! 0.57% 2.4%
NING
Bank credit facilitiest) $ 250,000 $  250,00(
Amount outstanding at end of peri

Commercial pape — % 145,50(
Weighted average interest rate at end of pe

Commercial pape — 2.31%
NJRES
Bank credit facilities® $ 30,000 % 30,00(

Amount outstanding at end of peri

Notes payable to ban! — —
Weighted average interest rate at end of pe

Notes payable to ban! — —%
(1) Company is subject to commitment fees onandsig and unused amounts.
(2) Facility expired in October 2009 and was restawed.
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NJR

In December 2007, NJR refinanced its prior seniedit facility for a new $325 million fiverear revolving unsecured credit facility. 7
new credit facility permits the borrowing of revolg loans and swing loans, as well as the issuahéetters of credit. Swing loans are lo
made available on a samday basis for an aggregate principal amount ofou$s0 million and repayable in full within a maximuwf seve
days of borrowing. It also permits an increasehi facility, from time to time, with the existing aew lenders, in a minimum of $5 milli
increments up to a maximum $100 million at the Iegdanks discretion. Borrowings under the new facility aomditioned upon complian
with a maximum leverage ratio, as defined in the eeedit facility, of not more than 0.65 to 1.00aaty time. NJR used the initial borrowil
under the new credit facility to refinance its pravedit facility. In addition, certain of NJR’s ngegulated subsidiaries have guaranteed t
lenders all of NJR’s obligations under the new itrizttility.

In February 2008, NJR entered into a new agreefoeiat standalone letter of credit that may be drawn upon thtokebruary 15, 20C
for up to $15 million. No amounts have been drawdar this letter of credit as of September 30, 2009

As of September 30, 2009, NJR had one letter dfitoaitstanding, totaling $12 million, on behalf MJRES which is used for mar
requirements for natural gas transactions andexpire on December 31, 2009.

NJR also has a $675,000 letter of credit outstapdmbehalf of CR&R, which will expire on Decemt32r2009. The letter of credit is
place to support development activities.

These letters of credit reduce the amount availabtier NJRS committed credit facility by the same amount. Nities not anticipa
that these letters of credit will be drawn uporthy counterparties, and they will be renewed assszuy.

NING

In October 2007, NJNG entered into a new agreeffioergtandby letters of credit that may be drawnrugwough December 15, 20
for up to $50 million. No amounts have been drawdar these letters of credit as of September 309.20hese letters of credit do not rec
the amount available to be borrowed under NJN&edit facility. NJNG does not anticipate thaadé letters of credit will be drawn upon by
counterparty, and the agreement will be renewedgasssary, upon its expiration.

As of September 30, 2009, NJNG has a $250 milliommitted facility with several banks, with ayBar term expiring in Decemt
2009. Borrowings under this facility are conditiongon compliance with a maximum leverage rati0.6b to 1 and interest coverage rati
2.50 to 1.00 This facility is used to support NJN@ommercial paper program. NJNG had nothing outiétg under this facility as
September 30, 2009. NING currently plans to replasisefacility with a new $200 million 3-year rewithg unsecured committed credit facility.

On August 24, 2009, NJING, filed a petition in Dockén. GF09080702 with the New Jersey Board of Rubliilities , pursuant
N.J.S.A. 48:-7 and 48:3-9 and N.J.A.C. 14519, requesting authorization over a three yeaiofeio issue debt, renew its expiring cr
facility, enter into interest rate hedging trangats and increase the size of its meter leasingrpro should the necessity arise.

Neither NJNG nor the results of its operationsarkgated or pledged to support the NJR or NJRESitfacilities.

NJRES

As of September 30, 2009, NJRES hadye8r $30 million committed credit facility with auttinational financial institution that expir
in October 2009. As of September 30, 2009, themewe borrowings under this facility. Upon expioatj the credit facility was not renewed.

9. STOCK BASED COMPENSATION
In January 2007, the NJR 2007 Stock Award and linerPlan (2007 Plan) replaced the 2002 Employek @utside Director Long-

Term Incentive Plan (Longerm Plan). Shares can be issued in the form abigtperformance shares or restricted stock. ASeptember 3
2009, 2,308,905 and 94,762 shares, remain availabfature issuance to employees and directospeetively.
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In fiscal 2009, included in Operation and mainter@aaxpense is $3.1 million related to stdesed compensation compared with
million and $1.3 million in fiscal 2008 and 200#&spectively. As of September 30, 2009, there resndind million of deferred compensat
related to unvested shares and options, whichgea®d to be recognized over the next 2 years.

The following table summarizes all stock-based censation expense recognized during the followiagd years:

(Thousands 2009 2008 2007
Stock-based compensation exper
Stock option: $ 146 $ 294 $ 27¢
Performance shart 47t 93¢ 29z
Restricted stoc 2,47 1,98¢ 747
Compensation expense included in Operation and telaamce expen: 3,10¢ 3,22 1,313
Income tax benef (1,274) (1,324 (541)
Total, net of ta $ 1,82¢ $ 1,89¢ $ 77¢€

Stock Options
There were no stock options granted in fiscal 2@0898 and 2007.

The following table summarizes the stock optionvégtfor the past three fiscal years:

Weighted
Average
Exercise
Shares Price
Outstanding at September 30, 2( 1,005,23. $ 22.4%
Granted — —
Exercisec (299,300 $ 19.4(C
Forfeited (5,625 $ 19.01
Outstanding at September 30, 2( 700,30¢ $ 23.7¢
Granted — —
Exercisec (121,160 $ 19.4(C
Forfeited — —
Outstanding at September 30, 2( 579,14 $ 24.6¢
Granted — —
Exercised (245,10 $ 22.3¢
Forfeited (57%) $ 18.11
Outstanding at September 30, 200 333,46: $ 26.3¢
Exercisable at September 30, 20C 333,46. $ 26.3¢
Exercisable at September 30, 2( 506,13( $ 23.9¢
Exercisable at September 30, 2( 551,28: $ 22.17
For the stock options listed above, there are stso@lated to unvested options.
The following table summarizes stock options outdiiag and exercisable as of September 30, 2009:
Outstanding and Exercisable
Weighted Average Weighted Aggregate
Number Remaining Average Intrinsic
Of Stock Contractual Term Exercise Value
Exercise Price Range Options (in years) Price (in thousands)
$15.18- $18.22 41,14( 0.8 $ 17.6¢ $ 767
$18.22- $21.25 68,75¢ 3.C $ 20.7C 1,07¢
$21.25- $24.93 6,75( 34 $ 22.5¢ 93
$24.93- $27.33 8,25( 4.4 $ 25.5¢ 89
$27.33- $30.37 208,56. 5.7 $ 30.0¢ 1,297
Total 333,46: 4.4 $ 26.3¢ $ 3,31¢
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Performance Shares

The Company has issued performance shares, whicmarket conditions awards, to various officerse Tdéllowing table summariz
the Performance Unit activity under the Employee @utside Director Long-Term Incentive Compensakten for the past three fiscal years:

Weighted

Average

Grant Date

Shares) Fair Value
Non-vested and outstanding at September 30, : 62,55( $ 30.0¢
Granted — —
Vested (15,637 $ 30.0¢
Cancelled/forfeitet (31,27 $ 30.0¢
Non-vested and outstanding at September 30, : 15,63t $ 30.0¢
Granted 61,98( $ 31.8¢
Vested (15,639 $ 30.0¢
Cancelled/forfeiter — —
Non-vested and outstanding at September 30, : 61,98 $ 31.8¢
Granted — —
Vested — —
Cancelled/forfeitet — —
Non-vested and outstanding at September 30, 20! 61,98 $ 31.8¢

(1) The number of common shares issued relatpérformance shares may range from zero to 156gperof the number of shares shown in the table@bo
based on the Company’s achievement of performapais gssociated with NJR total shareowner retuttatree to a selected peer group of companies.

The Company measures compensation expense ratgpedformance shares based on the fair value seéthwards at their date of gr:
Compensation expense for performance shares igmezsal for awards that ultimately vest, and is adjusted based on actual achieveme
the performance goals. The Company estimated thedle of the performance shares on the dateaftgising a Lattice model.

There is $901,000 in costs related to unvestedpeence shares that are expected to be recognieedh® next two years.

Restricted Stock

In fiscal 2009, the Company issued 46,500 shardRestricted Stock, two-thirds of which vested ortdber 1, 2009, and orthird of
which may vest on October 1, 2010, subsequent &tintecertain performance milestones. Also, indis2009, 1,500 shares were issued
vest equally on April 7, 2010 and April 7, 2011.flacal 2008, the Company issued 61,980 sharesesfrRted Stock, which vest in eq
annual installments over three years, subject ttaiceconditions. Also, in fiscal 2009 and 2008 ®empany issued 115,211 and 35,385 sl
of Restricted Stock, respectively, that vested idiately.

There is $475,000 in costs related to unvestedctd stock shares that are expected to be rezedmver the next two years.

10. EMPLOYEE BENEFIT PLANS

Pension and Other Postemployment Benefit Plans (B)E

NJR has two trusteed, noncontributory defined hienetirement plans covering regular representat reonrepresented employees \
more than one year of service. All represented eygas of NJRHS hired on or after October 1, 2084, &l nonrepresented employees hi
on or after October 1, 2009, are covered by anrerdthdefined contribution plan instead of the dedibenefit plan.

Defined benefit plan benefits are based on yearseofice and average compensation during the higf®sonsecutive months
employment.

The Company also maintains an unfunded nonqualg@tsion equalization plan (PEP) that was estaddigh provide employees w

the full level of benefits as stated in the quatifiplan without reductions due to various limitasdmposed by the provisions of federal inc
tax laws and regulations. There were no plan agséie® nonqualified plan due to the nature offtan.
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The Company provides postemployment medical aedrigurance benefits to employees who meet cegtigjibility requirements.

NJR'’s funding policy for its pension plans is to contite at least the minimum amount required by th@lByment Retirement Incor
Security Act of 1974, as amended. In fiscal 2008 @008, the Company had no minimum funding requénetst however, NJR ma
discretionary contributions to the pension plandgrgufiscal 2009 totaling $25.6 million. An additial contribution of $4.4 million was ma
on October 1, 2009. The Company elected to maksetbiscretionary tageductible contributions to improve the fundedsadf the pensic
plans. The Company does not expect to be requiredake additional contributions to fund the pengitams over the next three fiscal ye
based on current actuarial assumptions; howevedirfig requirements are uncertain and can depemdfisantly on changes in actuai
assumptions, returns on plan assets and changles demographics of eligible employees and covdegmbndents. In addition, as in the
the Company may elect to make contributions in sxad the minimum required amount to the plans.

There are no Federal requirements to forel OPEB benefits. However, the Company is reguie fund certain amounts due
regulatory agreements with the BPU. In 2004, then@any elected to priemmd most of the annual required contributions exge for th
subsequent five fiscal years. This resulted in loarnual contributions over this period, includithg amount contributed by the Compan
approximately $1.9 million in fiscal 2009 and $indlion in fiscal 2008. The Company currently estit@s contributions of between $5 mill
to $7 million annually over the next five years.dibnal contributions may vary based on marketditons and various assumptions.

The accumulated benefit obligation (ABO) for thengien plans, including the Pension EqualizatiompP&& September 30, 2009
2008, was $115.9 million and $89.9 million, respady. As of September 30, 2009, the ABO exceedhedfair value of plan assets of $1(
million, and the projected benefit obligation wds33.8 million.

The following summarizes the changes in the furgtatus of the plans and the related liabilitieognized in the Consolidated Bala
Sheets:

Pension ) OPEB
(Thousands 2009 2008 2009 2008
Change in Benefit Obligation
Benefit obligation at beginning of ye $ 102,38. $ 107,878 $ 53,45. $ 53,03:
Service cos 2,71 2,91 1,72¢ 1,79¢
Interest cos 7,74¢ 6,594 4,05 3,252
Plan participan’ contributions 48 47 4 4
Actuarial gain (loss 26,07( (10,139 21,107 (2,54¢)
Benefits paid, net of retiree subsidies recei (5,122) (4,912 (2,056 (2,082)
Benefit obligation at end of ye $ 133,83¢ $ 102,38. $ 78,29: $ 53,45
Change in plan asset
Fair value of plan assets at beginning of y $ 80,61¢ $ 105,38¢ $ 22,71 $ 29,47*
Actual return on plan asse (713) (20,127 (14¢) (5,619
Employer contribution: 25,80¢ 21k 1,86¢ 1,01«
Benefits paid, net of plan participa’ contributions (5,079 (4,869 (2,237) (2,165
Fair value of plan assets at end of y $ 100,63¢ $ 80,61¢ $ 22,19 $ 22,71:
Funded statu $ (33,200 $ (21,769 $ (56,099 $ (30,74

Amounts recognized on Consolidated Balance She¢
Postemployment employee benefit liabil

Current $ (245 $ (21¢) $ (11¢) $ (14¢)
Non-current (33,055 (21,54 (55,980 (30,599
Total $ (33,200 $ (21,76 $ (56,099 $ (30,742

(1) Includes NJR’s Pension Equalization Plan.
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NJR recognizes a liability for its underfunded W@nglans as required by theéompensation — Retirement Benefitgpic of the ASC
NJR records the offset to Regulatory Assets forpthition of liability relating to its regulated lity and to Accumulated Other Comprehen:
Income for the portion of the liability related its nonfegulated operations. The amounts recognized iruRegy Assets and Accumula
Other Comprehensive Income as of September 30, 200&eptember 30, 2009 are as follows:
Accumulated Othe

Regulatory Asset Comprehensive Incorr
Pensior Pensior
Plan OPEB Plan OPEB
Balance at September 30, 2( $ 17,35. $ 14,82: $ 1,661 $ 5,401
Amounts arising during the perio
Net actuarial loss (gair 14,48 6,60¢ 4,23: (1,079
Amounts amortized to net periodic cos
Net actuarial (loss (972 (569) (229 (235)
Prior service cos (39 (69 a7 9)
Net Transition Obligatiol — (28€) — (772)
Balance at September 30, 2( $ 30,827 $ 20,50 % 575: $ 4,007
Amounts arising during the perio
Net actuarial loss (gair 26,83: 18,51¢ 8,70« 4,73¢
Amounts amortized to net periodic cos
Net actuarial (loss (480) (88%) (74) (184
Prior service cos (39 (68) a7 (20
Net Transition Obligatiol — (28€) — (72)
Balance at September 30, 20C $ 57,14C $ 37,7841 $ 14,36¢ $ 8,47

(1) Balance represents amounts recognized in accordawith ASC 715 and excludes $1.2 million associaveith a regulatory asset approved by the BPU.

Amounts included in Regulatory Assets and Accunadlather Comprehensive Income expected to be remajas components of |
periodic benefit cost in fiscal year 2010 are doies:

Accumulated Othe

Regulatory Asset Comprehensive Incorr
Pensior Pensior
(Thousands Plan OPEB Plan OPEB
Net actuarial gain (los: $ 2,19C $ 184: $ 53z $ 437
Prior service (cost) crec 39 69 16 7
Net Transition Obligatiol — 28€ — 7C
Total $ 2,22¢  $ 2,197 $ 54¢  $ 514

The components of the net periodic cost for penbiemefits, including NJR' Pension Equalization Plan, and OPEB costs (jmatly
health care and life insurance) for employees avéred dependents were as follows:

Pension OPEB

(Thousands 2009 2008 2007 2009 2008 2007

Service cos $ 271 % 291 % 29321 $ 1,72¢ $ 1,798 $ 1,81¢
Interest cos 7,74¢ 6,594 6,217 4,057 3,252 3,02¢
Expected return on plan ass (8,759 (8,73)) (8,209) (1,99¢) (2,46%) (2,167
Recognized actuarial lo: 554 1,101 1,59¢ 1,067 804 1,06:
Recognized net initial obligatic — — — 357 357 357
Prior service cost amortizatic 56 56 84 78 78 78
Net periodic cos $ 2317 $ 193¢ $ 2,621 $ 5291 $ 3,821 $ 4,18¢
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The weighted average assumptions used to deterb@nefit costs during the fiscal year and obligati@s of September 30 are
follows:

Pension OPEB
2009 2008 2007 2009 2008 2007

Benefit costs:

Discount rate 7.7%% 6.25% 6.0(% 7.7%% 6.25% 6.0(%

Expected asset retu 9.0(% 9.0(% 9.0(% 9.0(% 8.5(% 8.5(%

Compensation increa: 3.7% 3.7%% 3.7%% 3.7%% 3.7% 3.7%
Obligations:

Discount rate 6.25% 7.7%% 6.25% 6.25% 7.7%% 6.25%

Compensation increa: 3.75% 3.75% 3.75% 3.75% 3.75% 3.75%

In selecting an assumed discount rate, NJR useedeling process that involves selecting a portfalichigh-quality corporate de
issuances (AA- or better) whose cash flows (vigpoms or maturities) match the timing and amouriiidiR’s expected future benefit payme
NJR considers the results of this modeling procasayell as overall rates of return on t-quality corporate bonds and changes in such
over time, in determination of its assumed discoatd.

Information relating to the assumed health care wead rate (HCCTR) used to determine expected BDBéEnefits as of September
and the effect of a 1 percent change in the ra¢geas follows:

($ in thousands 2009 2008 2007
HCCTR 8.C% 9.C% 10.(%
Ultimate HCCTR 5.C% 5.C% 5.C%
Year ultimate HCCTR reache 201¢ 2012 2012

Effect of a 1 percentage point increase in the HR©R:
Yeal-end benefit obligatiol
Total service and interest cc

Effect of a 1 percentage point decrease in the HZGT:
Yeal-end benefit obligatiol
Total service and interest co:

13,18
1,08:

8,05
97¢

8,49:¢
95¢

$ $

$ $
(10,617) $ 6,57 $ (6,850)
(855 $ 771) $ (752)

&+ A &8 A

NJR'’s investment objective is a lomgrm real rate of return on assets before perniesgikpenses that is approximately 6.0 pel
greater than the assumed rate of inflation as medday the Consumer price Index. The expected teng-rate of return is based on the ¢
categories in which the Company invests and theentiexpectations and historical performance fes¢hcategories.

The mix and targeted allocation of the pension@REB plans’ assets are as follows:

2010 Assets al
Target September 30
Asset Allocation Allocation 2009 2008
U.S. equity securitie 39% 52% 53%
International equity securitie 20 18 15
Fixed income 41 30 32
Total 10C% 10(% 10C%
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The following benefit payments, which reflect exigecfuture service, as appropriate, are expectée fwaid during the following years:

(Thousands Pension OPEB

2010 $ 547C $ 2,58:
2011 $ 582, % 2,73¢
2012 $ 6,12: $ 2,93¢
2013 $ 6,361 $ 3,13¢
2014 $ 6,691 $ 3,457
201£-2019 $ 40,15¢ $ 22,94¢

NJR’'s OPEB plans provide prescription drug benefitd #ra actuarially equivalent to those provided bgdidare Part D. Therefo
under the Medicare Prescription Drug, Improvemet llodernization Act of 2003 NJR qualifies for fealesubsidies.

The estimated subsidy payments are:

Estimated
Subsidy

Payment
Fiscal Year (Thousands
2010 $ 15¢
2011 $ 18C
2012 $ 20¢
2013 $ 22:
2014 $ 23¢
2015-2019 $ 1,501

Defined Contribution Plan

The Company offers an Employedé&tirement Savings Plan (Savings Plan) to eligéngloyees. The Company matches 50 perce
participants’ contributions up to 6 percent of besmpensation.

For represented NJRHS employees and other emplayeesare not eligible for participation in the defd benefit plan and for non-
represented employees hired on or after Octob209, the Company contributes between 2 and 3 peofdase compensation, dependin
years of service, into the Savings Plan on theiialie

The amount expensed and contributed for the majchiovision of the Savings Plan was $1.2 millionfiscal 2009, $1.3 million i
fiscal 2008 and $1.2 million in fiscal 2007.

11. ASSET RETIREMENT OBLIGATIONS (ARO)

NJR recognizes AROs related to the costs assocwatbdcutting and capping its main and service dagibution pipelines of NJN(
which are required by New Jersey law when takirghgas distribution pipeline out of service.

The following is an analysis of the change in tHeQ\liability for the fiscal year ended September 30

(Thousands 2009 2008

Balance at October $ 24,41t $ 23,89:
Accretion 1,49: 1,401
Additions 131 89
Retirement: (943) (969)

Balance at September $ 25,097 $ 24,41¢

Accretion amounts are not reflected as an expenddJ®R's Consolidated Statements of Income, but rathedeferred as a regulatc
asset and netted against NJNG'’s regulatory ligdslitfor presentation purposes, on the Consolidatdance Sheet.
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Accretion for the next five years is estimated ¢oas follows:

(Thousands

Estimated
Fiscal Year Ended September Accretion
2010 $ 1,56¢
2011 1,64¢
2012 1,73¢
2013 1,83(
2014 1,911
Total $ 8,68

12. INCOME TAXES

The Companys federal income tax returns through fiscal 2008eheither been reviewed by the Internal Revenugi&e(IRS), or th
related statute of limitations has expired andredtters have been settled.

A reconciliation of the United States federal sty rate of 35 percent to the effective rate froperations for the fiscal years en
September 30, 2009, 2008 and 2007 is as follows:

(Thousands 2009 2008 2007
Statutory income tax expen $ 13,51¢ $ 61,32: $ 35,94¢
Change resulting fror
State income taxe 3,47¢ 8,97( 6,86
Change in tax rat (715) (1,70%) (221)
Depreciation and cost of remoy (2,19 (2,257 2,779
Investment tax credi (322 (322 (322
Fin 48 (ASC 740) and other interest accrued/(rele} (1,272) 1,371 —
Other (1,119 (1,349 (720
Income tax provisiol (1) $ 11,37¢  $ 66,03 $ 39,77¢
Effective income tax rat 29.5% 37.1% 38.7%

(1) Income tax provision includes taxes assodiatgh investments in Equity investees of $2.9anill$1.3 million and $1.1 million for the yearsdexl
September 30, 2009, 2008 and 2007, respectivegseTamounts are reported as part of Equity in egysiof Equity investees, net of tax, in the
Consolidated Statements of Incoi

The Income tax provision (benefit) from operaticoessists of the following:

(Thousands 2009 2008 2007
Current
Federa $ 26,86( $ 28,53: $ 36,84¢
State 7,60: 4,75( 12,28:
Deferred
Federa (17,719 27,13: (7,15%)
State (5,052 5,93¢ (1,875
Investment tax credit (322) (322) (322)
Income tax provisiol $ 11,37¢  $ 66,03: $ 39,77¢
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The temporary differences, which give rise to defeitax assets and liabilities, consist of theofwihg:

(Thousands 2009 2008
Current
(Over)Under Recovered Gas Ca $ (14,87 $ —
Pension Liability (7,179 (6,247)
Other (2,408 (2,814
Total current deferred tax (asse $ (24,45 $ (9,067
(Over)Under Recovered Gas Ca $ — 3 11,50:
Pension Liability 2,41¢ 9,60¢
Other 1,24: 1,76
Total current deferred tax liabilitie $ 3,651 $ 22,87
Total net current deferred tax (assets) liabili $ (20,80) $ 13,81
Noncurrent
Unamortized Investment Tax Cred $ (3,699 $ (3,879
Deferred Service Contract Rever (2,63¢6) (2,52¢)
Deferred Gair (1,060 (1,615
Total noncurrent deferred tax (asst $ (7,39 $ (8,016
Property- Related Item: $ 197,47 % 141,25!
Remediation Cosi 35,11 35,32:
Fair Value of Derivative 11,32¢ 58,82:
Other 7,07 13,03
Total noncurrent deferred tax liabiliti $ 250,98t $ 248,43
Total net noncurrent deferred tax liabiliti $ 24359 $ 240,41
Total net deferred tax liabilitie $ 222,79. $ 254,22

Effective October 1, 2007, NJR implemented cergaiovisions of the Income Taxes Topic 740 of the A®Gted to uncertain t
positions. These provisions prescribe a recognitioeshold and measurement attributes for finarste&tement disclosure of tax positions te
or expected to be taken on a tax return. NJR igired to recognize a liability as appropriate fopatential future obligation for certain
positions that are deemed to be treated as anagnized tax benefit.

In October 2007, the total amount of liabilitiegtimlly recognized, upon implementation of theseyisions, was $6.5 million, includil
$4.7 million of uncertain tax liabilities and $In@llion of interest and penalties. During the ficgtarter of fiscal 2009, the Company settl
tax court case with the State of New Jersey, wreehlted in a $2.7 million decrease to the resbalance.

During the second quarter of fiscal 2009, the Campsettled the September 30, 2005 Internal Rev&uargice (IRS) tax audit. T
settlement resulted in an additional reductiorh®remaining balance of $3.8 million bringing itit® current balance of zero. The prior balz
of $3.8 million related to one issue which has beetied and resulted in no changes to the Compday liability related to the issue.

Currently the Company has no reason to believetittese will be any new additions to the reservatesl to uncertain tax positions.

As of September 30, 2008, the Compangross unrecognized tax benefit was $4.7 millloneconciliation of the beginning and end
amount of unrecognized tax benefits is as follows:

(Millions)

Balance at October 1, 20! $ 4.7
Additions based on tax positions related to theeniryeal —
Additions for tax positions of prior yea —
Reductions for tax positions of prior yei —
Settlement: $ (4.7
Expiration of statute of limitation —
Balance at September 30, 2( $ =
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The Company and one or more of its subsidiaries fir expects to file income and/or franchise &urns in the United States Fed
jurisdiction and in the states of New Jersey, NewvkY Connecticut, Texas and Louisiana. The Compweither files in, nor believes it ha
filing requirement in, any foreign jurisdictions.

The Company is no longer subject to United Stegdsrfal income tax examinations for years priotigoa 2006. The IRS commencec
examination of the Comparg/fiscal 2006 federal income tax return in the fouyuarter of fiscal 2008. The fiscal 2006 exarexpected to k
completed by the end of fiscal 2010.

The Company is not currently under examinationrig state; however, all periods subsequent to tkeosied September 30, 2003,
statutorily open to examination (in New York allrjpels subsequent to September 30, 2004, are statudpen to examination). As previou
disclosed, NJNG was party to a case pending beéf@rdax Court of New Jersey (the “Tax Courff).that case, NJNG disputed the Stai
New Jerse’s (the “State”)application of its tax apportionment rules. On A@5, 2008 the Tax Court issued a decision in fasfothe State
NJNG paid the resulting assessment of approxim&@lynillion (including interest and penalties) ont@ber 15, 2008. The effect of the -
Court’s decision did not impact the Compangffective tax rate, as this amount had been felberved and was reflected as a compong
current Deferred and accrued taxes in the CongelidBalance Sheets as of September 30, 2008.

13. COMMITMENTS AND CONTINGENT LIABILITIES
Cash Commitments

NJING has entered into lorigkm contracts, expiring at various dates throug242 for the supply, storage and delivery of ndtges
These contracts include current annual fixed clamgeapproximately $106.8 million at current contraates and volumes, which
recoverable through the BGSS.

For the purpose of securing adequate storage gqredine capacity, NJRES enters into storage andip@eapacity contracts, whi
require the payment of certain demand charges BRESJin order to maintain the ability to access suatural gas storage or pipeline capa
during a fixed time period, which generally randgesn one to five years. Demand charges are basesstablished rates as regulated by
Federal Energy Regulatory Commission (FERC). Thieseand charges represent commitments to pay stpragelers or pipeline compan
for the right to store and transport natural gé&zing their respective assets.

Commitments as of September 30, 2009, for natuaal murchases and future demand fees for the nexffifical year periods are
follows:

(Thousands 2010 2011 2012 2013 2014 Thereaftel
NJRES
Natural gas purchas $ 444,490 $ 140,94¢ $ 126,56: $ 10,58¢ $ — 3 =
Storage demand fe 41,29: 18,86: 11,84 7,01¢ 2,83t 1,57¢
Pipeline demand fee 37,92¢ 18,77 9,94¢ 10,47: 7,63¢€ 24,01(
Sut-total NJRES $ 523,70t $ 178,58¢ $ 148,35. $ 28,08: $ 10,47. $ 25,58t
NING
Natural gas purchas $ 54,23¢ $ 1,64¢ $ — $ — $ — —
Storage demand fe 21,90¢ 18,39: 13,30" 10,41« 5,53¢ 1,17¢
Pipeline demand fee 84,94¢ 83,52( 76,56¢ 75,59( 69,79¢ 256,37.
Sut-total NJING $ 161,09 $ 103,55 $ 89,87¢ $ 86,00. $ 75,33. $ 257,54¢
Total $ 684,80. $ 282,141 $ 238,220 $ 114,08 $ 85,80: $ 283,13.

NJING's capital expenditures are estimated at $110.2omilh fiscal 2010, of which approximately $3.8 laih has been committed, ¢
$86.5 million for fiscal 2011, and consist primgrpf its construction program to support customeawgh, maintenance of its distributi
system and replacement needed under pipeline safgtyations. Fiscal 2010 and 2011 include an eggth$44.2 million and $20.5 millic
respectively, related to AIP construction costs.

The Companys future minimum lease payments under various dpegréeases are less than $2.9 million annuallytifier next five yea
and $1.5 million in the aggregate for all yeargdlaéter.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

Guarantees

As of September 30, 2009, there were NJR guaraniesing approximately $345 million of natural gasrchases and demand
commitments of NJRES and NJNG not yet reflectegicicounts payable on the Consolidated Balance Sheet.

In fiscal 2009, the Company entered into agreementsase vehicles over a fiyear term, which qualify as operating leases. T
agreements contain provisions that could requieeG@bmpany to make additional cash payments atrideoé the term for a portion of t
residual value of the vehicles. As of September2Z@9, the present value of the liability recogdize the Consolidated Balance Shee
$335,000. In the event performance under the gteeas required, the Company’s maximum future paymeuld be $475,000.

Legal Proceedings

Manufactured Gas Plant Remediation

NJING is responsible for the remedial cleanup of filanufactured Gas Plant (MGP) sites, dating baaats operations in the late 18
and early 1900s, which contain contaminated residigen former gas manufacturing operations. NJNGuisently involved in administrati
proceedings with the New Jersey Department of Bnwirental Protection (NJDEP), as well as particigath various studies and investigati
by outside consultants to determine the natureeset of any such contaminated residues and teldg\appropriate programs of reme
action, where warranted, under Administrative Coh€grders or Memoranda of Agreement with the NJDEP.

NJNG may, subject to BPU approval, recover its miateon expenditures, including carrying costs, raadling 7-year periods pursue
to a Remediation Adjustment (RA) approved by theJBm October 2007, the BPU approved $14.7 millioreligible costs to be recovel
annually for MGP remediation expenditures incurti@ebugh June 30, 2006. In February 2008, NIJNG fédadapplication regarding its Sl
which included MGP remediation expenditures inaditterough June 30, 2007, resulting in an expectedia recovery of $17.7 million. (
January 27, 2009, NING filed an application regagdis SBC including MGP remediation expenditumsired through September 30, 2
resulting in an expected annual recovery of $20lfom. As of September 30, 2009, $85.5 milliongr&viously incurred remediation costs,
of recoveries from customers and insurance pro¢cegdsncluded in Regulatory assets on the CorateliiBalance Sheet.

In September 2009, NJNG updated an environment@weof the MGP sites, including a review of potahtiability for investigatior
and remedial action. NJNG estimated at the timthefreview that total future expenditures to reragdand monitor the five MGP sites
which it is responsible will range from approximgt®146.7 million to $244.3 million. NJNG’estimate of these liabilities is based upon kr
facts, existing technology and enacted laws andla¢igns in place when the review was completedwéier, NJNG expects actual cost
differ from these estimates. Where it is probahbg tosts will be incurred, but the informatiorsigficient only to establish a range of poss
liability, and no point within the range is mor&dly than any other, it is NJN&’policy to accrue the lower end of the range. Adicmly,
NJING has recorded an MGP remediation liability ancbrresponding Regulatory asset of $146.7 milbarthe Consolidated Balance Sh
The actual costs to be incurred by NIJNG are dep#ndeon several factors, including final determimatof remedial action, changi
technologies and governmental regulations, thenalié ability of other responsible parties to pag any insurance recoveries.

NJING is presently investigating the potential setiéént of alleged Natural Resource Damage claimsnight be brought by the NJDI
concerning the five MGP sites. NJDEP has not mayespecific demands for compensation for alleggarynto groundwater or other natt
resources. NJNG’evaluation of these potential claims is in theyestages, and it is not yet possible to quarttiy amount of compensation
any that NJDEP might seek to recover. NJING antiepany costs associated with this matter wouldebeverable through the RA.

NJING will continue to seek recovery of MGBlated costs through the RA. If any future requiaposition indicates that the recover
such costs is not probable, the related cost wbeldharged to income in the period of such deteatiuin. However, because recovery of ¢
costs is subject to BPU approval, there can bessorance as to the ultimate recovery through the@RtAe impact on the Compasyesults ¢
operations, financial position or cash flows, whiculd be material.

General
The Company is party to various other claims, legdions and complaints arising in the ordinaryrsewf business. In the Company’

opinion, other than as disclosed above, the ulgndégposition of these matters will not have a mi@tadverse effect on its financial conditi
results of operations or cash flows.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A (Continued)

14. BUSINESS SEGMENT AND OTHER OPERATIONS DATA

NJR organizes its businesses based on its prodaodtservices as well as regulatory environmenta Assult, the Company choose
manage the businesses through the following reiplertaegments and other operations: the Natural @sisibution segment consists
regulated energy and offystem, capacity and storage management operati&nergy Services segment consists of unregulatmlesal
energy operations; the Retail and Other operatiomssist of appliance and installation services, memncial real estate developmi
investments and other corporate activities.

Information related to the Compasyvarious business segments and other operatigcisiding capital expenditures at NJNG of $¢
million and at retail and Other of $388,000 is dethbelow.

(Thousands
Fiscal Years Ended September 2009 2008 2007
Operating Revenue
Natural Gas Distributio $ 1,082,000 $ 1,078,822 $ 1,005,58:
Energy Service 1,498,74. 2,714,73. 1,994,68:
Segment subtot: 2,580,74. 3,793,55 3,000,27!
Retail and Othe 14,00¢ 22,85( 21,77¢
Intercompany revenu¢ @) (2,297 (197) (281)
Total $ 2592461 $ 3,816,211 $ 3,021,76!
Depreciation and Amortizatic
Natural Gas Distributio $ 29,417 $ 37,72 $ 35,64¢
Energy Service 20E 20€ 214
Segment subtoti 29,62: 37,92¢ 35,86:
Retail and Othe 70€ 53t 373
Total $ 30,32¢ $ 38,46: $ 36,23t
Interest Incomd?
Natural Gas Distributio $ 2,77¢ % 329 % 3,23:
Energy Service 57C 311 724
Segment subtot: 3,34¢ 3,60¢ 3,95¢
Retail and Othe 567 47€ 59
Intercompany interest incon ) (49€6) — —
Total $ 3,42( $ 4,081 $ 4,01F
Interest Expense, net of capitalized inte
Natural Gas Distributio $ 18,70¢ $ 21,277 $ 21,18:
Energy Service 322 2,57¢ 4,22
Segment subtoti 19,02¢ 23,85! 25,40¢
Retail and Othe 2,48: 1,96( 2,20¢
Intercompany intere: expense (1) (49€) — —
Total $ 21,01« $ 2581 $ 27,61:
Income Tax Provision (Benefi
Natural Gas Distributio $ 39,72¢ % 27,840 $ 26,33«
Energy Service (24,259 38,80¢ 14,31:
Segment subtot: 15,47( 66,64¢ 40,64¢
Retail and Othe (6,982) (1,937 (1,970
Total $ 8,48t $ 64,71 $ 38,67t
Net Financial Earning
Natural Gas Distributio $ 65,40: $ 42,47¢  $ 44,48(
Energy Service 31,17¢ 47,00 40,14¢
Segment subtoti 96,58: 89,48: 84,62¢
Retail and Othe 4,38¢ 4,33 3,72¢
Total $ 100,97C $ 93,81 $ 88,35
(1) Consists of transactions between subsigiathat are eliminated and reclassified in corgation
2) Included in Other income in the Consatatl Statement of Income
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The chief operating decision maker of the Companthe Chief Executive Officer (CEO). The CEO uses financial earnings as
measure of profit or loss in measuring the resoftthe Companys segments and operations. A reconciliation of alidated net financii
earnings to consolidated net income is as follows:

September 30

(Thousands 2009 2008 2007
Consolidated Net Financial Earnin $ 100,97 $ 93,81t $ 88,35¢
Less:

Unrealized loss (gain) from derivative instrumenmntst of taxe: 39,25¢ (6,02¢) 42,20¢

Effects of economic hedging related to naturaligasntory and certain demand fees,

of taxes 34,47¢ (9,325 (16,78

Consolidated Net Inconr $ 27,24. $ 109,16¢ $ 62,93:

The Company uses derivative instruments as econbedges of purchases and sales of physical gastorye For GAAP purpose
these derivatives are recorded at fair value aladec changes in fair value are included in regbe@rnings. Revenues and cost of gas rela
physical gas flow is recognized as the gas is dedi to customers. Consequently, there is a migmatthe timing of earnings recogniti
between the economic hedges and physical gas floiwsng differences occur in two ways:

* Unrealized gains and losses on derivatives aregrezed in reported earnings in periods prior togitgl gas inventory flows; ar

e Unrealized gains and losses of prior periods akassified as realized gains and losses when demgaare settled in the same pe
as physical gas inventory movements oc

Net financial earnings is a measure of the earnirgged on eliminating these timing differencesftectively match the earnings effe
of the economic hedges with the physical sale af @onsequently, to reconcile between GAAP andfinancial earnings, current per
unrealized gains and losses on the derivativegxekided from net financial earnings as a recangiltem. Additionally, realized derivati
gains and losses are also included in current ger@ income, however net financial earnings inelodly realized gains and losses relate
natural gas sold out of inventory, effectively niamg the full earnings effects of the derivativathwealized margins on physical gas flows.

The Company’s assets for the various business gagraad business operations are detailed below:

(Thousands 2009 2008
Assets at end of perio
Natural Gas Distributio $ 1,797,16! $ 1,761,96
Energy Service 327,53. 699,89
Segment subtot: 2,124,69 2,461,86.
Retail and Othe 223,02( 231,55!
Intercompany Assefl) (26,687 (58,119
Total $ 2,321,031 $ 2,635,229

(1) Consists of transactions between subsidiahas @re eliminated and reclassified in consolidatio

NJRES’assets decreased 53.2 percent from fiscal 2008cal 2009, due primarily to lower inventory valuesulting from a decline
commodity prices.

In fiscal 2009, NJRES had one customer who reptedetd percent of its total revenue. Managemeriewes that the loss of tl

customer would not have a material effect on isfficial position, results of operations or caslwélas an adequate number of altern:
counterparties exist.
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15. RELATED PARTY TRANSACTIONS

During fiscal 2009, NJRES entered into park anc lagreements and firm storage contracts with StaokRidge, an affiliated regulal
natural gas storage facility, for up to 2 Bcf otural gas storage with various terms ranging fropmil&2009 to March 2010. NJRES will inc
demand fees payable to Steckman Ridge aggregatigximately $5.5 million annually. As of Septemb2009, NJRESfees and relate
payable balances were immaterial.

16. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)
A summary of financial data for each quarter ofdis2009 and 2008 follows. Due to the seasonalreaifithe Companyg businesse

quarterly amounts vary significantly during thecé$ year. In the opinion of management, the infdiomafurnished reflects all adjustme
necessary for a fair presentation of the resulte®fnterim periods.

First Second Third Fourth

(Thousands, except per share de Quarter Quarter Quarter Quarter
2009
Operating revenue $ 801,30: $ 937,51t $ 441,05: $ 412,58t
Gross margir(1) $ 91,18¢ $ 95,39( $ 21,188 $ 13,49:
Operating income (los: $ 49,25. $ 52,000 $ (23,770 $ (29,41)
Net income (loss $ 28,27: $ 31,98¢ $ (14,15%) $ (18,869)
Earnings (loss) per sha

Basic $ 067 $ 0.7¢ $ 039 $ (0.4%)

Diluted $ 0.67 $ 0.7t $ (0.39) $ (0.45)
2008
Operating revenue $ 811,13t $ 1,177,54 $ 1,000,43 $ 827,08t
Gross margir(1) $ 87,51¢ $ 78,04: $ 7,34C % 200,59¢
Operating income (los: $ 47,89¢ $ 35,50¢ $ (34,74) $ 144,67.
Net income (loss $ 26,27 $ 21,47 $ (24,929 $ 86,34¢
Earnings (loss) per sha

Basic $ 06 $ 051 $ 059 $ 2.0t

Diluted $ 0.6: $ 051 $ (0.59 $ 2.04

(1) Gross margin consists of operating revenue ¢ess$ of goods sold and othet direct expenses BtN\Jdnregulated subsidiarieend utility gross margin
NJING, which includes natural gas revenues lessrabgias purchases, sales tax, a Transitional Endtgyilities Assessment and regulatory rider expsr

The sum of quarterly amounts may not equal the @remounts due to rounding.
Immaterial Restatement to Prior Year Consolidateth&ncial Statements

In the fourth quarter of fiscal 2009, managemestalered an error in the accounting for gas inagi@r purchase obligations, embec
derivatives and gas demand fees associated wikhgoarloan transactions at NJRES. NJR had beenréutly pricing its inventory and had |
been recognizing the fair value of the embedded/aive. Specifically, NJR had been using a forwarite to value the inventory and
purchases liability. Both the natural gas that we®ived and the “park and loalibility should have been initially valued at thpot marke
price on the date NJRES received the gas. In addiNJRES should have been accounting for the aftinhig to return the gas as an embe
derivative, which should have been fair valued (fkea to marketjat each subsequent balance sheet reporting dat¢henggas was return
to the counterparty. As well, the initial spreadvieen the spot price of the natural gas on the afatee transaction and the forward price, b,
on the date NJRES would return the borrowed gasnitory, should have been recognized into incoma catable basis over the term of
park and loan agreementn addition, demand fees related to these trarmactivere not but should have been recognized yatafelr the terr
of the contract.

The Company made a quantitative and qualitativessssent of the impact of the error to its consédiddinancial statements for 1
fiscal years ended September 30, 2009, Septembh@088 and September 30, 2007 and for the consetidzalance sheets as of Septembe
2009 and September 30, 2008 and concluded thaesuiting misstatements were not material. Theutative error has been corrected in
fourth quarter of fiscal 2009. Accordingly, the qealy amounts presented above for the fourth guaot fiscal 2008 have been restate
include an increase in Gross margin and Operatiogme of $12.4 million, Net income of $7.6 milliand a $0.19 and $0.18 increase in E
and Diluted Earnings (loss) per share, respectively

These errors have no impact on the economic vadgecited with the underlying forecasted transastidhere was no impact
reported cash flow from operations or liquidity.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTA NTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Under the supervision and with the participatiortted Companys management, including the principal executivéceffand principi
financial officer, the Company conducted an evaduedf the effectiveness of the design and opematioits disclosure controls and proced:
(as defined in Rules 13a-15(e) and 1%de) under the Securities Exchange Act of 1934nasnded) (the Exchange Act), as of the end «
period covered by this report. Based on this etalnathe Company principal executive officer and principal finaalcdfficer concluded the
as of end of the period covered by this report, Gtmenpanys disclosure controls and procedures are effectivesnsure that informatis
required to be disclosed by the Company in thentegbat it files or submits under tliexchange Act, is recorded, processed, summarizd
reported, within the time periods specified in 8C’s rules and forms, and that such information isuaedated and communicated to
Companys management, including its principal executiveiceff and principal financial officer, as appropeiato allow timely decisior
regarding required disclosure.

In connection with the Comparg/preparation of its consolidated financial statetsdor the fiscal year ended September 30, 20
Company reassessed its accounting for park andtteasactions executed through the Companyiregulated subsidiary. NJRES enters
park and loan transactions whereby it borrows m@&tgas from a counterparty with an obligation tture the gas at a future date.
Company had been incorrectly accounting for gastamage, gas purchase obligations, embedded degsand demand fees associated
these park and loan transactions. Specifically\R Nds been using a forward price to value the itorgrand gas purchases liability associ
with “park and loan” transactions. Both the natwas that was received and the “park and Idetility should have been initially valued
the spot price on the date NJRES received the lgaaddition, NJRES should have been accountingHerobligation to return the gas as
embedded derivative, which should have been fdirech(“marked to market'at each subsequent balance sheet reporting datéhengas wa
returned to the counterparty. As well, the inigplead between the spot price of the borrowedighitity on the date of the transaction and
forward price, based on the date NJRES would retirmatural gas, should have been recognizedrintome on a ratable basis over the
of the park and loan agreement. In addition, denfaesd related to these transactions were not lnutldlhave been recognized ratably ove
term of the contract. Management, in consultatiath the Audit Committee, had concluded that thersr associated with the accounting
park and loan transactions constituted a matemakmess in the Compayinternal controls over financial reporting foetapplicable periot
that have been restated, but do not constitutetarrabweakness for the fiscal year ended Septe®®e2009, because management throug
existing disclosure controls and procedures idietifhe errors and corrected such errors.

The Company continually reviews its disclosure omistand procedures and makes changes, as necessansure the quality of
financial reporting. The Company’s management lissudsed these issues with the Company’s Audit Cithern

Management’s Annual Report on Internal Control over Financial Reporting

The report of management required under this ITEMi®contained in ITEM 8 of this Form 10-K undeethbaption “Managemerst’
Report on Internal Control over Financial Reporting

Attestation Report of Registered Public Accounting=irm

The attestation report required under this ITEM i8Acontained in ITEM 8 of this 10-K under the capti“Report of Independe
Registered Public Accounting Firm.”
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ITEM 9A. CONTROLS AND PROCEDURES (Continued)

Changes in Internal Control over Financial Reporting

During fiscal 2009, the Company implemented a raatieh plan to address material weaknesses assdaidth the fair value of certe
physical natural gas transactions and accountingddk and loan transactions. The remediation plaluded the hiring of additional staff w
the appropriate accounting technical expertise el a8 the implementation of additional control ggdures and oversight on its deriva
transactions, which are outlined below. Managerbetieves these additional measures remediated &lterial weaknesses as of Septembe
2009. The Company implemented the following measuh@ing fiscal 2009 that were designed to subistgntreduce the risk of a simil
material weakness occurring in the future:

* expanded training, education and accounting reviewall relevant personnel involved in the accanmtreatment and disclosures
the Compan’'s commodity transactin

* investment in additional resources with approprateounting technical expertise, including thergrof a Controller- Wholesale ar
Midstream Operation:

e improvements in the design of internal control ofieancial reporting related to the accounting ofmenodity transacting, resulting
the implementation of new and expanded processesantrols; ant

* increased level of review and discussion of sigaift accounting matters and supporting documentatith senior financ
managemen

These were the only changes in the Compmimternal control over financial reporting (as tsterm is defined in Exchange Act R

13a415(f)) that occurred during the quarter ended Seper 30, 2009, that have materially affected, erraasonably likely to materially affe
internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None
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ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORP ORATE GOVERNANCE

Information required by this item, including infoation concerning the Board of Directors of the Camp the members of t
Company’s Audit Committee, the CompasyAudit Committee Financial Expert, compliance witiction 16(a) of the Securities Exchange
of 1934, as amended, and shareholder proposat€ogporated by reference to the Comparyroxy Statement for the 2010 Annual Meetir
Shareholders, which will be filed with SecuritiesdleExchange Commission (SEC) pursuant to Reguld#éigawithin 120 days after Septem
30, 2009. The information regarding executive @fficis included in this report following Item 4, lsm 4A, under the captiorExecutive
Officers of the Company.”

The Board of Directors has adopted the Principadaxive Officer and Senior Financial Officers CaufeEthics governing the chi
executive officer and senior financial officers,dampliance with the Sarbanes-Oxley Act of 2002l§8aesOxley) and SEC regulations ¢
the Code of Conduct, a code for all directors, ceffs and employees as required by the New YorkkSEahange, or NYSE, rul
(collectively, the Codes). Copies of both Codesauailable free of charge on the Companwebsite at http://investor.njresources.com L
the caption “Corporate Governancé"printed copy of each Code is available free drge to any shareholder who requests it by comig
the Corporate Secretary at 1415 Wyckoff Road, Whdiw Jersey 07719. The Company will disclose angraiments to, or waivers from
provision of the Codes that applies to the prinicgeecutive officer, principal financial officer ripcipal accounting officer or controller,
persons performing similar functions that relateatty element of the Codes as defined in Item 40&Redulation K by posting suc
information on the Company’s website.

Because the Comparsytommon stock is listed on the NYSE, the chietcakge officer is required to make, and he has madeannu:
certification to the NYSE stating that he was netaee of any violation by the Company of the corpergovernance listing standards of
NYSE. The chief executive officer made his annuwatification to that effect to the NYSE as of Fedmyui12, 2009. In addition, the Compi
has filed, as exhibits to the Annual Report on FA®K, the certifications of the principal executivefiogr and principal financial offici
required under Sections 906 and 302 of the Sarb@rks to be filed with the SEC regarding the qtyadif its public disclosure.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this Item is incorporatedrbference from the Registrant’s Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information required by this Item is incorporatedrbference from the Registrant’s Proxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSAC TIONS AND DIRECTOR INDEPENDENCE

Information required by this Item is incorporatedrbference from the Registrant’s Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by this Item is incorporatedrbference from the Registrant’s Proxy Statement.

Page 10:




REGIE 2.1 Attachment 3 NEW JERSEY RESOURCES 10-K 2009
Page 128 of 143

New Jersey Resources Corporation
Part IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULE S

(a) 1. Financial Statement
All Financial Statements of the Registrant aredfites part of this report and included in Item &aft Il of this Form 10-K.
(a) 2. Financial Statement Schedi—-Seelndex to Financial Statement Schedtin Item 8.

(@) 3. Exhibits—Sé&hibit Indexon page 109.
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Page
Schedule—Condensed financial information of registrant faclke of the three years in the period ended Septegthe00¢ 105

Schedule —Valuation and qualifying accounts and reservesémh of the three years in the period ended Segtegth 200¢ 106

Schedules other than those listed above are ontitteduse they are not required or are not appécablthe required information
shown in the financial statements or notes thereto.
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SCHEDULE |
NEW JERSEY RESOURCES CORPORATION (Parent Company)
CONDENSED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2009, 2008 and 2007
STATEMENTS OF INCOME
(Thousands
Fiscal Years Ended September 2009 2008 2007
Operating revenue $ — 3 — 3 —
Operating expenst 9,15¢ 8,66 9,06¢
Operating los: (9,159 (8,667) (9,06¢)
Other income 9,98( 10,02: 10,58¢
Interest expens 27¢€ 1,34¢ 1,80z
Income (loss) before income taxes and equity iniags of affiliates 54t 8 (281)
Income tax provision (benefi 23C (52) (122)
Equity in earnings of subsidiaries, net of 26,921 109,10¢ 63,09:
Net income $ 27,24.  $ 109,16¢ $ 62,93:
STATEMENTS OF CASH FLOWS
(Thousands
Fiscal Years Ended September 2009 2008 2007
Net cash provided by operating activit $ 52,97 $ 59,14 $ 33,47¢
Cash flows (used in) provided by investing actast
Net repayments from associated compa $ (34,087 $ 958/ $ 89,52¢
Investments in affiliate (46,189 (23,500 (55,805
Cash flows (used in) provided by investing actes $ (80,269 $ (13,91¢) $ 33,72«
Cash flows from financing activitie
(Payments) proceeds from Ic-term debi $ (25,000 $ (493 $ 50,00(
Tax benefit from stock options exercis 1,68¢ 63C 1,761
Proceeds from common sto 16,44 16,02¢ 18,51t
Net borrowings from associated compar 5,18 2,47 2,941
Purchases of treasury stc (30,670 (11,039 (9,024
Payments of common stock divider (50,96 (45,20 (42,44¢)
Net proceeds (payments) of st-term deb! 110,70( (7,550 (88,950
Cash flows from (used in) financing activiti $ 27,377 $ (45,159 $ (67,209
Change in cash and temporary investm $ 79 $ 7% % =
Cash and temporary investments, beginning of 75 — —
Cash and temporary investments, end of $ 154 $ 75 $ =
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SCHEDULE |
NEW JERSEY RESOURCES CORPORATION (Parent Company)
CONDENSED FINANCIAL STATEMENTS (Continued)
BALANCE SHEETS
(Thousands
September 3( 2009 2008
ASSETS
Current assel $ 18,13( $ 16,377
Investments 710,10: 737,58t
Intercompany receivable, n 170,46: 106,58
Deferred charges and other as: 2,45¢ 2,511
Total asset $ 901,15( $ 863,06(
CAPITALIZATION AND LIABILITIES
Current liabilities @ $ 158,19 $ 81,03¢
Long-term debi 50,00( 50,00(
Deferred credits and other liabiliti 3,231 3,95¢
Common stock equit 689,72t 728,06
Total capitalization and liabilitie $ 901,15( $ 863,06(

(1) Includes current portion of long-term debt.
NOTE TO CONDENSED FINANCIAL STATEMENTS
1. BASIS OF PRESENTATION

Pursuant to rules and regulations of the Securities Exchange Commission (SEC), the unconsolidatedensed financial stateme
of New Jersey Resources Corporation do not refifadf the information and notes normally includedh financial statements preparec
accordance with accounting principles generallyepted in the United States of America. Therefones¢é condensed financial statem
should be read in conjunction with the consoliddbedncial statements and related notes includetdignForm 10-K.

NJR has accounted for the earnings of its subgédiamder the equity method in these unconsolidetedlensed financial stateme
Cash dividends paid to NJR from its subsidiariesen®51 million, $45.2 million and $41.9 million dog fiscal 2009, 2008 and 2C
respectively.

SCHEDULE I

VALUATION AND QUALIFYING ACCOUNTS
YEARS ENDED SEPTEMBER 30, 2009, 2008 and 2007
(Thousands

ADDITIONS

CHARGED

BEGINNING TO ENDING

CLASSIFICATION BALANCE EXPENSE OTHER ®© BALANCE
2009:
Regulatory asset reser $ 10z $ — 3 18C $ 282
Allowance for Doubtful Account $ 4580 $ 9,58t $ (8,109 $ 6,064
2008:
Regulatory asset reser $ 2,70 % 52¢ $ (3,130 $ 10z
Allowance for Doubtful Account $ 3,166 $ 4,42 $ (3,009 $ 4,58(
2007:
Regulatory asset reser $ 67¢ $ 2,02t % — $ 2,70z
Allowance for Doubtful Account $ 2,67¢ $ 3,174 $ (2,687 $ 3,16¢

(1) Uncollectible accounts written off, less recae® and adjustments.
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{d)e Securities Exchange Act of 1934, the Regidthas duly caused this repot
be signed on its behalf by the undersigned, theéoeduly authorized.

Date: November 30, 20(

NEW JERSEY RESOURCES CORPORATIC

(Registrant’

By:/s/ Glenn C. Lockwoo

Glenn C. Lockwoor
Senior Vice President ar
Chief Financial Office!

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on bef

of the Registrant in the capacities and on thesdiatticated:

November 30, 2009 /s/ Laurence M. Downes

November 30, 2009 /s/ Alfred C. Koeppe

Laurence M. Downes
Chairman, President and
Chief Executive Officer
Director

November 30, 2009 /s/ Nina Aversano

Alfred C. Koeppe
Director

November 30, 2009 /s/ Glenn C. Lockwood

Nina Aversano
Director

November 30, 2009 /sl Lawrence R. Codey

Glenn C. Lockwood

Senior Vice President and
Chief Financial Officer
(Principal Financial and
Officer)

November 30, 2009 /s/ J. Terry Strange

Accountil

Lawrence R. Codey
Director

November 30, 2009 /s/ Donald L. Correll

J. Terry Strange
Director

November 30, 2009 /s/ David A. Trice

Donald L. Correll
Director

November 30, 2009 /s/ Robert B. Evans

David A. Trice
Director

November 30, 2009 /s/ William H. Turner

Robert B. Evans
Director

November 30, 2009 /s/ M. William Howard, Jr.

William H. Turner
Director

November 30, 2009 /s/ George R. Zoffinger

M. William Howard, Jr.
Director

November 30, 2009 /sl Jane M. Kenny

George R. Zoffinger
Director

Jane M. Kenny
Director
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EXHIBIT INDEX

Exhibit

Number Exhibit Description

3.1 Certificate of Incorporation of the Company,eanended (incorporated by reference to Exhilditt8-the Annual Report on Fo
10-K for the year ended September 30, 1996, a$ dileDecember 30, 1996 and Exhibit 3.1 to the CaifReport on Form &, as
filed on March 6, 2008

3.2 By-Laws of the Company, as amended on July 14, 20@@rorated by reference to Exhibit 3.2 to the €utrReport on Form-
K, as filed on July 20, 200¢

4.1 Specimen Common Stock Certificates (incorporatedefigrence to Exhibit-1 to Registration Statement No. (-21872)

4.2 Indenture of Mortgage and Deed of Trust between Glad Harris Trust and Savings Bank, as Trusteeddapril 1, 1952, ¢
supplemented by twentyre Supplemental Indentures (incorporated by reéerdo Exhibit 4(g) to Registration Statement
002-9569)

4.2(a) TwentyFifth Supplemental Indenture, dated as of July1B®5 (incorporated by reference to Exhibit 4.2(¢' e Annual Repc
on Form 1-K for the year ended September 30, 1995, as fiteDecember 29, 199!

4.2(b) TwentySixth Supplemental Indenture, dated as of October995 (incorporated by reference to Exhibit 4.2{X)the Annue
Report on Form 1-K for the year ended September 30, 1995, as fiteDecember 29, 199!

4.2(c) TwentySeventh Supplemental Indenture, dated as of Septeimldi 997 (incorporated by reference to Exhit#(3).to the Annui
Report on Form 1-K as filed on December 29, 19¢

4.2(d) TwentyEighth Supplemental Indenture, dated as of Janlia@®98 (incorporated by reference to Exhibit 4)2(& the Annue
Report on Form 1-K for the year ended September 30, 1998, as fiteDecember 24, 199!

4.2(e) TwentyNinth Supplemental Indenture, dated as of April998 (incorporated by reference to Exhibit 4.2@ }tte Annual Repc
on Form 1-K for the year ended September 30, 1988, as fiteDecember 24, 199i

4.2(f) Thirtieth Supplemental Indenture, dated as of Ddmami, 2003 (incorporated by reference to Exhili(J) to the Annual Rep«
on Form 1-K for the year ended September 30, 2003, as fiteDecember 16, 200.

4.2(9) Thirty-First Supplemental Indenture, dated as of Octob20@5 (incorporated by reference to Exhibit 4.2¢§l}he Annual Repc
on Form 1-K for the year ended September 30, 2005, as fiteN@vember 29, 200:

4.2(h) Thirty-Second Supplemental Indenture, dated as of Ma@d8 Zincorporated by reference to Exhibit 4.2(itte Current Repc
on Form K, as filed on May 20, 200¢

4.3 $225,000,000 Revolving Credit Facility Credit Agmeent (the”$225,000,000 Revolving Credit Facil’) by and among NJIN!
PNC Bank, NA as Administrative Agent, the bankstydhereto, JPMorgan Chase Bank, NA and Fleet Nati®ank, a
Syndication Agents, Bank Of Tokyditsubishi Trust Company and Citicorp North Ameritac., As Documentation Agents ¢
PNC Capital Markets, Inc., as Lead Arranger, datedf December 16, 2004 (incorporated by referéadexhibit 42 to the
Quarterly Report on Form -Q as filed on February 7, 20C

4.3(a) First Amendment dated as of August 31, 2005 to®25,000,000 Revolving Credit Facility, dated asDefcember 16, 20(
(incorporated by reference to Exhibit 4-3A to thenial Report on Form 1R-for the year ended September 30, 2005, as fih
November 29, 200t

4.3(b) Second Amendment and Consent dated as of Novenihe20D5 to the $225,000,000 Revolving Credit Fagildated as «
December 16, 2004 (incorporated by reference takdibd-3B to the Annual Report on Form XOfor the year ended Septem
30, 2005, as filed on November 29, 20

4.4 $325,000,000 Revolving Credit Facility Credit Agmeent (the“$325,000,000 Revolving Credit Facil’) by and among tt

Company, the guarantors thereto, PNC Bank, NA amiAdtrative Agent, the banks party thereto, JPMar@€hase Bank, N
and | Bank of America, N.A., as Syndication Agetmank Of Nova Scotia and Citibank, N.A., as Docutagaon Agents and PN
Capital Markets LLC., as Lead Arranger, dated aB@tember 13, 2007 (incorporated by reference toli4.9 to the Quarter
Report on Form 1-Q as filed on February 6, 200
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Exhibit Description

4.6

4.8

4.9

10.2**

10.3**

10.4**

10.4(a)**

10.4(b)**

10.5(b)

10.6**

10.7

10.10**

10.12**

10.12(a)*

10.16**

10.17**

10.18**

$60,000,000 Note Purchase Agreement by and amohgsNihd J.P. Morgan Securities Inc., as PlacemeenfAglated Marc
15, 2004 (incorporated by reference to Exhil-1 to the Quarterly Report on Form-Q as filed on May 10, 200:

$50,000,000 Note Purchase Agreement dated as ¢€i8bpr 24, 2007, by and among the Company, New YdekInsuranc
Company and New York Life Insurance and Annuity @amy (incorporated by reference to Exhibit 4.8h® Annual Report ¢
Form 1(-K as filed on December 10, 20C

$125,000,000 Note Purchase Agreement dated as gf18a2008, by and among New Jersey Natural Gaspaagnand th
Purchasers party thereto (incorporated by refereméshibit 4.9 to the Current Report on For-K, as filed on May 20, 200¢

Retirement Plan for Represented Employees, as arderrd October 1, 1984 (incorporated by referendRegistration Stateme
No. 00z-73181)

Retirement Plan for Nc-Represented Employees, as amended October 1, 198%pprated by reference to Registra
Statement No. 0(-73181)

Amended and Restated Supplemental Executive Rediteflan Agreement between the Company and LaurEhd@owne:
dated December 31, 2008 (incorporated by referem&shibit 10.4 to the Quarterly Report on FormQgas filed on February
2009)

Schedule of Supplemental Executive Retirement Plgreements for named executive officers (incorpatalby reference
Exhibit 10.4(a) to the Quarterly Report on Forn-Q, as filed on February 6, 20C

Form of Amendment of Supplemental Executive ReteenhiPlan Agreement between the Company and Namecuixe Office
(for future use) (incorporated by reference to BiHi0.4(b) to the Quarterly Report on Forn-Q, as filed on February 6, 20C

Service Agreement for Rate SchedulelBypand between NIJNG and Texas Eastern Transmi€siorpany, dated as of June
1995 (incorporated by reference to Exhibit 10-5Bhe Annual Report on Form I0for the year ended September 30, 199
filed on December 30, 199

The Compan’s Officer Incentive Plan effective as of Octoberl@86 (incorporated by reference to Exhibi-6 to the Annuz
Report on Form 1-K for the year ended September 30, 1996, as fiteBDecember 30, 1991

Lease Agreement between NJING, as Lessee and Sta&t Bank and Trust Company of Connecticut, Natigkssociation, &
Lessor for NJNG’s Headquarters Building dated Ddwen®1, 1995 (incorporated by reference to ExHilBH7 to the Annus
Report on Form 1-K for the year ended September 30, 1996, as fieDecember 30, 199!

The Company’s Longerm Incentive Compensation Plan, as amended,tieféeas of October 1, 1995 (incorporated by refee
to Appendix A to the Proxy Statement for the 1996Aal Meeting as filed on January 4, 19

Employment Continuation Agreement between the Compad Laurence M. Downes dated December 31, 20668rporated b
reference to Exhibit 10.12 to the Quarterly Reporform 1-Q, as filed on February 6, 20C

Schedule of Employee Continuation Agreements (ina@ted by reference to Exhibit 10.12(a) to the rf@guly Report on Fori
1C-Q, as filed on February 6, 20C

Summary of Compar's Nor-Employee Director Compensation (incorporated bgnexice to Exhibit 10.16 to the Current Re
on Form K as filed on November 13, 200

The Compan’'s 2007 Stock Award and Incentive Plan (as amendeédrestated January 1, 2009) (incorporated by eafer t
Exhibit 10.17 to the Quarterly Report on Forn-Q, as filed on February 6, 20C

2007 Stock Award and Incentive Plan Form of Stogiti@ Agreement (incorporated by reference to Exhll®.18 to th
Quarterly Report on Form -Q, as filed on February 6, 20C
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Exhibit

Number Exhibit Description

10.19** 2007 Stock Award and Incentive Plan Form of Perfomoe Units Agreement (incorporated by referencExaibit 10.19 to th
Quarterly Report on Form -Q, as filed on February 6, 20C

10.20** 2007 Stock Award and Incentive Plan Form of RefsdcStock Agreement (incorporated by reference xbitit 10.20 to th
Quarterly Report on Form -Q, as filed on February 6, 20C

10.21** 2007 Stock Award and Incentive Plan Form of Perfotoe Share Agreement (incorporated by referen@&xibdbit 10.21 to th
Quarterly Report on Form -Q, as filed on February 6, 20C

10.22** 2007 Stock Award and Incentive Plan ForimPerformanceBased Restricted Stock Agreement (incorporateddbgrence t
Exhibit 10.29 to the Current Report on For-K, as filed on April 1, 2009

10.23 Limited Liability Company Agreement of Steckman &GP, LLC dated as of March 2, 2007 (incorpordigdeference 1
Exhibit 10.1 to the Quarterly Report on Forn-Q, as filed on May 3, 200°

10.24 Limited Partnership Agreement of Steckman Ridgedaid as of March 2, 2007 (incorporated by refegen Exhibit 10.2 to tt
Quarterly Report on Form -Q, as filed on May 3, 200

10.25** 2007 Stock Award and Incentive Plan Form of Deféi®¢ock Retention Award Agreement between NJRESJarsdph P. Shiel
dated as of December 31, 2008 (incorporated byaedée to Exhibit 10.25 to the Current Report om8K as filed on Janua
7, 2009)

10.26** 2007 Stock Award and Incentive Plan Form of Deféi®¢ock Retention Award Agreement between NIJNGKaitileen T. Elli
dated as of December 31, 2008 (incorporated byaefe to Exhibit 10.26 to the Current Report om8K as filed on Janua
7, 2009)

10.27** New Jersey Resources Corporation Savings Equaliz&ian (incorporated by reference to Exhibit 1G®te Quarterly Repc
on Form 1-Q, as filed on February 6, 20C

10.28** New Jersey Resources Corporation Pension Equaliz&ian (incorporated by reference to Exhibit 1a@&e Quarterly Repc
on Form 1-Q, as filed on February 6, 20C

10.29** New Jersey Resources Corporation Dire¢ Deferred Compensation Plan (incorporated by refarein Exhibit 10.25 to tt
Quarterly Report on Form -Q, as filed on February 6, 20C

10.30** New Jersey Resources Corporation Offi' Deferred Compensation Plan (incorporated by refareto Exhibit 10.26 to t
Quarterly Report on Form -Q, as filed on February 6, 20C

21.1* Subsidiaries of the Registre

23.1* Consent of Independent Registered Public Accouriing

31.1* Certification of the Chief Executive Officer pursido section 302 of the Sarba-Oxley Act

31.2* Certification of the Chief Financial Officer pursudo section 302 of the Sarba-Oxley Act

32.1*t Certification of the Chief Executive Officer pursido section 906 of the Sarba-Oxley Act

32.2*t Certification of the Chief Financial Officer pursuado section 906 of the Sarba-Oxley Act

*%

T

Filed herewith
Denotes compensatory plans or ageanents or management contracts

This certificate accompanies this Reporspant to Section 906 of the Sarbafedey Act of 2002 and shall not be deemed -

by the Company for purposes of Section 18 or ahgrgprovision of the Securities Exchange Act of4,9% amended.
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NEW JERSEY RESOUHMEEE gdKPoRATION

EXHIBIT 21.1
SUBSIDIARIES OF THE REGISTRANT
SUBSIDIARY STATE OF INCORPORATIOMN

New Jersey Natural Gas Compan: New Jerse)
NJR Service Corporation New Jerse)
NJR Energy Services Compan) New Jerse)
NJR Energy Investments Corporation(f/k/a NJR Capital Services CorfSubsidiaries New Jerse
NJR Energy Corporatio New Jerse)
NJR Energy Holdings Corporation Subsidiar| New Jerse!
NJNR Pipeline Compan New Jerse
NJR Pipeline Compan New Jerse

NJR Storage Holdings Company Subsidi: Delaware

NJR Steckman Ridge Storage Company Subsidie Delaware

Steckman Ridge GP, LLC (Limited Liability Compar Delaware

Steckman Ridge, LP (Limited Partnersk Delaware
NJR Investment Compar New Jerse)
NJR Clean Energy Ventures Corporat New Jerse)
NJR Retail Holdings Corporation Subsidiaries New Jerse!
Commercial Realty & Resources Co New Jerse)
NJR Home Services Compa New Jerse)

NJR Plumbing Services, In New Jerse!
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Page 139 of 143 EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement Nos. 033-52409, 333-59013, 33838, 333-133453 and 3330352 o
Form S-8, Registration Statement No. 033-5711 amF®-3, as amended, and Registration Statemer338137320 on Form S-3D of our
reports dated November 30, 2009, relating to tmsaclidated financial statements and financial stat@ schedules of New Jersey Resources
Corporation and subsidiaries (“the Company”), dreléffectiveness of the Company’s internal cordgxar financial reporting, appearing in
this Annual Report on Form 10-K of the Companytfar year ended September 30, 2009.

/s/ Deloitte & Touche, LLP
Parsippany, New Jersey

November 30, 200
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Laurence M. Downes, certify that:
1) | have reviewed this Annual Report on Forn-K of New Jersey Resources Corporation for the figear ended September 30, 20

2) Based on my knowledge, this Annual Report doescootain any untrue statement of a material facbmit to state a material f:
necessary to make the statements made, in ligiteofircumstances under which such statements meade, not misleading with resp
to the period covered by this Annual Rep

3) Based on my knowledge, the financial statementd, @her financial information included in this AraiuReport, fairly present in .
material respects the financial condition, resafteperations and cash flows of the Registrantfaar for, the periods presented in
Annual Report

4) The Registrant's other certifying officers and ¢ aesponsible for establishing and maintaining ldge controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e-15(f) and 15-15(f) for the Registrant and hay

a.) designed such disclosure controls and proceduresaused such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this Annual Report is beimgpared

b.) designed such internal control over financial répgr or caused such internal control over finahgéporting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting artde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c.) evaluated the effectiveness of the Registrantdatiare controls and procedures and presentedsitinual Report our conclusic
about the effectiveness of the disclosure contints procedures, as of the end of the period coveydtlis Annual Report based
such evaluatior

d.) disclosed in this report any change inRegistrant’s internal control over financial repagt that occurred during the Registrant’
most recent fiscal quarter that has materially ciéfeé, or is reasonably likely to adversely affébe Registrans internal contre
over financial reporting; an

5) The Registrant's other certifying officer and | dagisclosed, based on our most recent evaluatioimtefnal control over financi
reporting, to the Registrant's auditors and theitacmmmittee of Registrant's board of directors fersons performing the equival
functions):

a.) all significant deficiencies and material weaknsssethe design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refiencial information; an

b.) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the Registran
internal control over financial reportin

Date: November 30, 20( By: /s/Laurence M. Downe

Laurence M. Downe
Chairman & Chief Executive Office
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Glenn C. Lockwood , certify that:
1) | have reviewed this Annual Report on Forn-K of New Jersey Resources Corporation for the figear ended September 30, 20

2) Based on my knowledge, this Annual Report doescootain any untrue statement of a material facbmit to state a material f:
necessary to make the statements made, in ligiteofircumstances under which such statements meade, not misleading with resp
to the period covered by this Annual Rep

3) Based on my knowledge, the financial statementd, @her financial information included in this AraiuReport, fairly present in .
material respects the financial condition, resafteperations and cash flows of the Registrantfaar for, the periods presented in
Annual Report

4) The Registrant's other certifying officers and ¢ aesponsible for establishing and maintaining ldge controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e-15(f) and 15-15(f) for the Registrant and hay

a.) designed such disclosure controls and proceduresaused such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this Annual Report is beimgpared

b.) designed such internal control over financial répgr or caused such internal control over finahgéporting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting artde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c.) evaluated the effectiveness of the Registrantdatiare controls and procedures and presentedsitinual Report our conclusic
about the effectiveness of the disclosure contints procedures, as of the end of the period coveydtlis Annual Report based
such evaluatior

d.) disclosed in this report any change inRegistrant’s internal control over financial repagt that occurred during the Registrant’
most recent fiscal quarter that has materially ciéfeé, or is reasonably likely to adversely affébe Registrans internal contre
over financial reporting; an

5) The Registrant's other certifying officers and Méalisclosed, based on our most recent evaluationternal control over financi
reporting, to the Registrant's auditors and theitacmmmittee of Registrant's board of directors fersons performing the equival
functions):

a.) all significant deficiencies and material weaknsssethe design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refmancial information; ani

b.) any fraud, whether or not material, that involveanagement or other employees who have a signifitdatin the Registran
internal control over financial reportin

Date: November 30, 20( By: /s/Glenn C. Lockwoot

Glenn C. Lockwoot
Senior Vice President and Chief Financial Offi




w

EXHIBIT 32.1 Page 142 of 143

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 ASADOPTED
PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Laurence M. Downes hereby cestiftefollows:
(@) | am the Chief Executive Officer of New Jersey Reses Corporation (th*Compan™);

(b) To the best of my knowledge, the Compamysual Report on Form 1K-for the year ended September 30, 2009

“Report”) fully complies with the requirements of Section d)3¢r section 15(d) of the Securities Exchange ¢ct934, a
amended; an

(©) To the best of my knowledge, based upon a revietheReport, the information contained in the Refarly presents, in &
material respects, the financial condition and ltesaf operations of the Compar

NEW JERSEY RESOURCES CORPORATIC

Date: November 30, 2009 By/s/Laurence M. Downe

Laurence M. Downe
Chairman and Chief Executive Offic
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EXHIBIT 32.2 Page 143 of 143

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 ASADOPTED
PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Glenn C. Lockwood hereby certdeollows:
(@) I am the Chief Financial Officer of New Jersey Reses Corporation (th*Compan™);

(b) To the best of my knowledge, the Compamysual Report on Form 1K-for the year ended September 30, 2009

“Report”) fully complies with the requirements of Section d)3¢r section 15(d) of the Securities Exchange ¢ct934, a
amended; an

(©) To the best of my knowledge, based upon a revietheReport, the information contained in the Refarly presents, in &
material respects, the financial condition and ltesaf operations of the Compar

NEW JERSEY RESOURCES CORPORATIC

Date: November 30, 2009 Byis/Glenn C. Lockwoot(

Glenn C. Lockwoot
Senior Vice President and Chief Financial Offi






