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New Jersey Resources Corporation

GLOSSARY OF KEY TERMS
Adelphia Adelphia Gateway, LL.C
AFUDC Allowance for Funds Used During Construction
ASC Accounting Standards Codification
ASU Accounting Standards Update
Bcf Billion Cubic Feet
BGSS Basic Gas Supply Service
BPU New Jersey Board of Public Utilities
Bridge Facility The $350 million term loan credit agreement expiring in October 2020
CARES Act Coronavirus Aid, Relief, and Economic Security Act
CIP Conservation Incentive Program
CME Chicago Mercantile Exchange
COVID-19 Novel coronavirus disease
CR&R Commercial Realty & Resources Corp.
DRP NJR Direct Stock Purchase and Dividend Reinvestment Plan
Dths Dekatherms
EE Energy Efficiency
Energy Services Energy Services segment
EPS Earnings Per Share
FASB Financial Accounting Standards Board
FCM Futures Commission Merchant
FERC Federal Energy Regulatory Commission

Financial margin

Fitch

FMB

GAAP

Home Services and Other
ICE

IEC

1P

IRS

ISDA

ITC

Leaf River

LIBOR

MGP

Moody's

Mortgage Indenture

Mw

MWh

NAESB

Natural Gas Act

NFE

A non-GAAP financial measure, which represents revenues earned from the sale of natural gas less costs of
natural gas sold including any transportation and storage costs, and excludes any accounting impact from the

change in the fair value of certain derivative instruments
Fitch Ratings Company

First Mortgage Bond

Generally Accepted Accounting Principles of the United States
Home Services and Other Operations

Intercontinental Exchange

Interstate Energy Company, LLC

Infrastructure Investment Program

Internal Revenue Service

The International Swaps and Derivatives Association
Federal Investment Tax Credit

Leaf River Energy Center LLC

London Inter-Bank Offered Rate

Manufactured Gas Plant

Moody's Investors Service, Inc.

The Amended and Restated Indenture of Mortgage, Deed of Trust and Security Agreement between NJNG and

U.S. Bank National Association dated as of September 1, 2014
Megawatts

Megawatt Hour

The North American Energy Standards Board

The Natural Gas Act of 1938, as amended; the federal law regulating interstate natural gas pipeline and storage
companies, among other things, codified beginning at 15 U.S.C. Section 717.

Net Financial Earnings



New Jersey Resources Corporation

GLOSSARY OF KEY TERMS (cont.)

NJ RISE

NJCEP

NJDEP

NING

NING Credit Facility
NJR Credit Facility
NJR or The Company
NJRHS
Non-GAAP

NPNS

NYMEX

OASDI

Oo&M

OPEB

PennEast

PPA

RAC

REC

S&P

SAFE
SAVEGREEN
SBC

SEC

SREC

SRL

Steckman Ridge
Talen

TETCO

The Exchange Act
The Tax Act

Third Circuit
Trustee

U.S.

USF

New Jersey Reinvestment in System Enhancement

New Jersey's Clean Energy Program

New Jersey Department of Environmental Protection

New Jersey Natural Gas Company

NJNG's $250 million unsecured committed credit facility expiring in December 2023
NJR's $425 million unsecured committed credit facility expiring in December 2023
New Jersey Resources Corporation

NJR Home Services Company

Not in accordance with Generally Accepted Accounting Principles of the United States
Normal Purchase/Normal Sale

New York Mercantile Exchange

Old Age, Survivors and Disability Insurance tax

Operation and Maintenance

Other Postemployment Benefit Plans

PennEast Pipeline Company, LLC

Power Purchase Agreement

Remediation Adjustment Clause

Renewable Energy Certificate

Standard & Poor's Financial Services, LL.C

Safety Acceleration and Facility Enhancement

The SAVEGREEN Project®

Societal Benefits Charge

U.S. Securities and Exchange Commission

Solar Renewable Energy Certificate

Southern Reliability Link

Collectively, Steckman Ridge GP, LLC and Steckman Ridge, LP

Talen Energy Marketing, LLC

Texas Eastern Transmission

The Securities Exchange Act of 1934, as amended

An Act to Provide for Reconciliation Pursuant to Titles I and V of the Concurrent Resolution on the Budget for

Fiscal Year 2018, previously known as The Tax Cuts and Jobs Act of 2017
The United States Court of Appeals for the Third Circuit

U.S. Bank National Association

The United States of America

Universal Service Fund



New Jersey Resources Corporation

INFORMATION CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements contained in this report, including, without limitation, statements as to management expectations, assumptions and beliefs presented in Part I,
Item 2. “Management's Discussion and Analysis of Financial Condition and Results of Operations,” Part I, Item 3. “Quantitative and Qualitative Disclosures About
Market Risk,” Part II, Item 1. “Legal Proceedings” and in the notes to the financial statements are forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, Section 21E of the Securities Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995.
Forward-looking statements can also be identified by the use of forward-looking terminology such as “anticipate,” “estimate,” “may,” “could,” “might,” “intend,”
“expect,” “believe,” “will” “plan,” or “should,” or comparable terminology and are made based upon management's current expectations, assumptions and beliefs as
of this date concerning future developments and their potential effect on us. There can be no assurance that future developments will be in accordance with
management's expectations, assumptions or beliefs, or that the effect of future developments on us will be those anticipated by management.

»

We caution readers that the expectations, assumptions and beliefs that form the basis for forward-looking statements regarding customer growth, customer usage,
qualifications for ITCs and SRECs, future rate case proceedings, completion of infrastructure projects, financial condition, results of operations, cash flows, capital
requirements, future capital expenditures, market risk, effective tax rate and other matters for fiscal 2020 and thereafter include many factors that are beyond our
ability to control or estimate precisely, such as estimates of future market conditions, the behavior of other market participants and changes in the debt and equity
capital markets. The factors that could cause actual results to differ materially from our expectations, assumptions and beliefs include, but are not limited to, those
discussed in Item 1A. Risk Factors of our Annual Report on Form 10-K for the fiscal year ended September 30, 2019, as well as the following:

. risks related to the impact of COVID-19 on business operations, financial performance and condition and cash flows;

. our ability to obtain governmental and regulatory approvals, land-use rights, electric grid connection (in the case of clean energy projects) and/or financing for the construction,
development and operation of our unregulated energy investments, pipeline transportation systems and NJNG and Midstream infrastructure projects, including PennEast and
Adelphia, in a timely manner;

. risks associated with our investments in clean energy projects, including the availability of regulatory incentives and federal tax credits, the availability of viable projects, our
eligibility for ITCs, the future market for SRECs and electricity prices, and operational risks related to projects in service;

»  risks associated with acquisitions and the related integration of acquired assets with our current operations, including the acquisition of Leaf River and Adelphia;

. our ability to comply with current and future regulatory requirements;

»  volatility of natural gas and other commodity prices and their impact on NJNG customer usage, NJNG’s BGSS incentive programs, our Energy Services segment operations and
our risk management efforts;

» the performance of our subsidiaries;

. access to adequate supplies of natural gas and dependence on third-party storage and transportation facilities for natural gas supply;

«  the level and rate at which NJNG’s costs and expenses are incurred and the extent to which they are approved for recovery from customers through the regulatory process,
including through future base rate case filings;

»  the impact of a disallowance of recovery of environmental-related expenditures and other regulatory changes;

. the regulatory and pricing policies of federal and state regulatory agencies;

. operating risks incidental to handling, storing, transporting and providing customers with natural gas;

. demographic changes in our service territory and their effect on our customer growth;

»  timing of qualifying for ITCs due to delays or failures to complete planned solar projects and the resulting impact on our effective tax rate and earnings;

. changes in rating agency requirements and/or credit ratings and their effect on availability and cost of capital to the Company;

*  the impact of volatility in the equity and credit markets on our access to capital;

. our ability to comply with debt covenants;

»  the results of legal or administrative proceedings with respect to claims, rates, environmental issues, gas cost prudence reviews and other matters;

. risks related to cyberattacks or failure of information technology systems;

. the impact to the asset values and resulting higher costs and funding obligations of our pension and postemployment benefit plans as a result of potential downturns in the
financial markets, lower discount rates, revised actuarial assumptions or impacts associated with the Patient Protection and the Affordable Care Act;

. commercial and wholesale credit risks, including the availability of creditworthy customers and counterparties, and liquidity in the wholesale energy trading market;

. accounting effects and other risks associated with hedging activities and use of derivatives contracts;

. our ability to optimize our physical assets;

. weather and economic conditions;

» the costs of compliance with present and future environmental laws, potential climate change-related legislation or any legislation resulting from the 2019 New Jersey Energy
Master Plan;

. uncertainties related to litigation, regulatory, administrative or environmental proceedings;

. changes to tax laws and regulations;

*  any potential need to record a valuation allowance for our deferred tax assets;

»  the impact of natural disasters, terrorist activities and other extreme events on our operations and customers;

. risks related to our employee workforce and succession planning;

. risks associated with the management of our joint ventures and partnerships; and

»  risks associated with keeping pace with technological change.

While we periodically reassess material trends and uncertainties affecting our results of operations and financial condition in connection with the preparation of
management's discussion and analysis of results of operations and financial condition contained in our Quarterly and Annual Reports on Form 10-Q and Form 10-K,
respectively, we do not, by including this statement, assume any obligation to review or revise any particular forward-looking statement referenced herein in light of
future events.



ITEM 1. FINANCIAL STATEMENTS

New Jersey Resources Corporation
Part1

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

Three Months Ended Six Months Ended
March 31, March 31,
(Thousands, except per share data) 2020 2019 2020 2019
OPERATING REVENUES
Utility $ 297,220 $ 301,420 $ 516,843 $ 501,385
Nonutility 342,394 564,835 737,807 1,176,637
Total operating revenues 639,614 866,255 1,254,650 1,678,022
OPERATING EXPENSES
Gas purchases:
Utility 111,563 138,117 203,377 225,766
Nonutility 318,384 545,268 635,740 1,080,651
Related parties 1,506 2,144 3,030 4,329
Operation and maintenance 66,832 66,023 130,177 129,366
Regulatory rider expenses 15,330 15,391 27,072 28,023
Depreciation and amortization 30,784 22,311 58,542 44,143
Total operating expenses 544,399 789,254 1,057,938 1,512,278
OPERATING INCOME 95,215 77,001 196,712 165,744
Other income, net 7,261 2,758 7,547 3,627
Interest expense, net of capitalized interest 19,203 12,509 35,273 25,995
INCOME BEFORE INCOME TAXES AND EQUITY IN EARNINGS OF
AFFILIATES 83,273 67,250 168,986 143,376
Income tax benefit (1,643) (2,952) (1,902) (9,913)
Equity in earnings of affiliates 3,589 3,371 6,978 6,532
NET INCOME $ 88,505 $ 73,573 $ 177,866 $ 159,821
EARNINGS PER COMMON SHARE
Basic $0.93 $0.83 $1.90 $1.80
Diluted $0.92 $0.82 $1.89 $1.79
WEIGHTED AVERAGE SHARES OUTSTANDING
Basic 95,584 88,836 93,747 88,692
Diluted 95,890 89,228 94,073 89,093
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
Three Months Ended Six Months Ended
March 31, March 31,
(Thousands) 2020 2019 2020 2019
Net income $ 88,505 $ 73,573 $ 177,866 $ 159,821
Other comprehensive (loss) income, net of tax
Unrealized loss on derivatives designated as hedging instruments, net of tax of $2,781 (9,711) — (9,711) —
Adjustment to postemployment benefit obligation, net of tax of $(1,753), $(119),
$(1,970) and $(215), respectively 6,100 305 6,859 539
Other comprehensive (loss) income (3,611) $ 305 $ (2,852) $ 539
Comprehensive income $ 84,894 §$ 73,878 $ 175,014 $ 160,360

See Notes to Unaudited Condensed Consolidated Financial Statements



New Jersey Resources Corporation
Part1

ITEM 1. FINANCIAL STATEMENTS (Continued)

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Six Months Ended
March 31,
(Thousands) 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 177,866 $ 159,821
Adjustments to reconcile net income to cash flows from operating activities
Unrealized gain on derivative instruments (45,539) (707)
Realized and unrealized gains on investments in equity securities — (1,567)
Gain on sale of businesses — (645)
Depreciation and amortization 58,542 44,143
Amortization of acquired wholesale energy contracts 3,953 7,346
Allowance for equity used during construction (8,053) (3,602)
Allowance for doubtful accounts 951 1,149
Non cash lease expense 1,856 —
Deferred income taxes 318 16,337
Manufactured gas plant remediation costs (5,291) (4,353)
Equity in earnings, net of distributions received from equity investees (2,760) (1,836)
Cost of removal - asset retirement obligations (122) (130)
Contributions to postemployment benefit plans (5,742) (1,909)
Tax benefit from stock-based compensation 803 1,284
Changes in:
Components of working capital 3,526 (71,746)
Other noncurrent assets (1,258) 13,483
Other noncurrent liabilities 95 14,719
Cash flows from operating activities 179,145 171,787
CASH FLOWS (USED IN) FROM INVESTING ACTIVITIES
Expenditures for:
Utility plant (132,352) (121,962)
Solar equipment (69,786) (52,520)
Midstream and other (7,724) (5,786)
Cost of removal (17,487) (17,134)
Acquisition of assets, net of cash acquired of $5.1 million (523,647) —
Distribution from equity investees in excess of equity in earnings 1,132 1,154
Investments in equity investees (1,266) (1,457)
Proceeds from sale of businesses, net of closing costs — 205,745
Proceeds from sale of investments in equity securities, net — 34,484
Cash flows (used in) from investing activities (751,130) 42,524
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES
Proceeds from term loan 350,000 —
Payments of term loan (212,900) —
Payments of long-term debt (9,764) (12,005)
Proceeds from (payments of) short-term debt, net 304,023 (106,050)
Proceeds from sale-leaseback transaction 4,000 9,895
Payments of common stock dividends (56,821) (51,750)
Proceeds from issuance of common stock - public equity offering 212,900 —
Proceeds from waiver discount issuance of common stock — 24,539
Proceeds from issuance of common stock - DRP 8,767 9,522
Tax withholding payments related to net settled stock compensation (3,893) (6,607)
Cash flows from (used in) financing activities 596,312 (132,456)
Change in cash, cash equivalents and restricted cash 24,327 81,855
Cash, cash equivalents and restricted cash at beginning of period 4,063 1,710
Cash, cash equivalents and restricted cash at end of period $ 28,390 $ 83,565
CHANGES IN COMPONENTS OF WORKING CAPITAL
Receivables $ (87,532) $ (105,900)

Inventories 90,484 125,810



Recovery of gas costs (21,891) (14,989)
Gas purchases payable (10,922) (21,544)
Prepaid expenses (602) (4,162)
Prepaid and accrued taxes 22,258 (4,555)
Accounts payable and other (27,345) (35,953)
Restricted broker margin accounts 39,193 (2,217)
Customers' credit balances and deposits (7,788) (9,163)
Other current assets 7,671 927
Total 3,526 (71,746)
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid for:
Interest (net of amounts capitalized) 32,872 27,454
Income taxes 1,193 1,003
Accrued capital expenditures 17,930 29,685

See Notes to Unaudited Condensed Consolidated Financial Statements
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ITEM 1. FINANCIAL STATEMENTS (Continued)

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

ASSETS
March 31, September 30,
(Thousands) 2020 2019
PROPERTY, PLANT AND EQUIPMENT
Utility plant, at cost $ 2,708,934 $ 2,625,730
Construction work in progress 315,865 237,011
Nonutility plant and equipment, at cost 1,350,888 861,904
Construction work in progress 176,922 62,492
Total property, plant and equipment 4,552,609 3,787,137
Accumulated depreciation and amortization, utility plant (576,186) (585,160)
Accumulated depreciation and amortization, nonutility plant and equipment (179,582) (156,033)
Property, plant and equipment, net 3,796,841 3,045,944
CURRENT ASSETS
Cash and cash equivalents 25,968 2,676
Customer accounts receivable
Billed 195,683 139,263
Unbilled revenues 41,161 6,510
Allowance for doubtful accounts (6,803) (6,148)
Regulatory assets 56,866 32,871
Gas in storage, at average cost 76,353 169,803
Materials and supplies, at average cost 17,819 14,475
Prepaid expenses 9,789 8,333
Prepaid and accrued taxes 1,184 22,602
Derivatives, at fair value 35,428 25,103
Restricted broker margin accounts 23,946 73,723
Other 23,480 22,395
Total current assets 500,874 511,606
NONCURRENT ASSETS
Investments in equity method investees 204,246 200,268
Regulatory assets 450,039 496,637
Operating lease assets 102,395 —
Derivatives, at fair value 8,654 7,426
Intangible assets, net 11,434 14,611
Other noncurrent assets 80,716 96,493
Total noncurrent assets 857,484 815,435
Total assets $ 5,155,199 $ 4,372,985

See Notes to Unaudited Condensed Consolidated Financial Statements
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ITEM 1. FINANCIAL STATEMENTS (Continued)

CAPITALIZATION AND LIABILITIES

March 31, September 30,
(Thousands, except share data) 2020 2019
CAPITALIZATION
Common stock, $2.50 par value; authorized 150,000,000 shares; outstanding
March 31, 2020 — 95,643,185; September 30, 2019 — 89,998,788 240,221 $ 226,649
Premium on common stock 493,956 291,331
Accumulated other comprehensive loss, net of tax (34,639) (31,787)
Treasury stock at cost and other; shares March 31, 2020 — 445,734;
September 30, 2019 —660,734 (4,523) (10,436)
Retained earnings 1,194,092 1,075,960
Common stock equity 1,889,107 1,551,717
Long-term debt 1,576,708 1,537,177
Total capitalization 3,465,815 3,088,894
CURRENT LIABILITIES
Current maturities of long-term debt 22,048 21,419
Short-term debt 466,573 25,450
Gas purchases payable 126,338 137,271
Gas purchases payable to related parties 801 790
Accounts payable and other 93,431 129,724
Dividends payable 29,888 28,122
Accrued taxes 4,232 3,394
New Jersey Clean Energy Program 5,868 15,468
Derivatives, at fair value 51,686 57,623
Operating lease liabilities 4,156 —
Customers' credit balances and deposits 19,328 27,116
Total current liabilities 824,349 446,377
NONCURRENT LIABILITIES
Deferred income taxes 187,938 190,663
Deferred investment tax credits 3,493 3,653
Deferred gain 1,470 1,554
Derivatives, at fair value 12,028 18,821
Manufactured gas plant remediation 128,368 131,080
Postemployment employee benefit liability 195,441 246,517
Regulatory liabilities 199,737 202,435
Operating lease liabilities 96,713 —
Asset retirement obligation 32,243 31,046
Other 7,104 11,945
Total noncurrent liabilities 865,035 837,714
Commitments and contingent liabilities (Note 13)
Total capitalization and liabilities 5,155,199 $ 4,372,985

See Notes to Unaudited Condensed Consolidated Financial Statements



ITEM 1. FINANCIAL STATEMENTS (Continued)

New Jersey Resources Corporation

Part1

CONDENSED CONSOLIDATED STATEMENTS OF COMMON STOCK EQUITY (Unaudited)

Premium on Accumulated Other Treasury
Number of Common Common Comprehensive Stock And  Retained

(Thousands) Shares Stock Stock (Loss) Income Other Earnings Total
Balance at September 30, 2019 89,999 $ 226,649 $ 291,331 $ (31,787) $ (10,436) $ 1,075,960 $ 1,551,717
Net income — — — — — 89,361 89,361
Other comprehensive income — — — 759 — — 759
Common stock issued:

Common stock offering 5,333 13,333 199,567 — — — 212,900

Incentive compensation plan 96 239 3,053 — — — 3,292

Dividend reinvestment plan ¢ 80 — 314 — 3,185 — 3,499
Cash dividend declared
($.3125 per share) — — — — — (29,846) (29,846)
Treasury stock and other — — — — (3,879) — (3,879)
Balance at December 31, 2019 95,508 240,221 $ 494,265 $ (31,028) $ (11,130) $ 1,135,475 $ 1,827,803
Net income — — — — — 88,505 88,505
Other comprehensive loss — — — (3,611) — — (3,611)
Common stock issued:

Dividend reinvestment plan () 143 — (416) — 5,621 — 5,205
Cash dividend declared
($.3125 per share) — — — — — (29,888) (29,888)
Treasury stock and other 8) — 107 — 986 — 1,093
Balance at March 31, 2020 95,643 240,221 $ 493,956 $ (34,639) $ (4,523) $ 1,194,092 $ 1,889,107
Balance at September 30, 2018 88,293 226,196 $ 274,748 $ (12,610) $ (76,473) $ 1,007,117 $ 1,418,978
Net income — — — — — 86,248 86,248
Other comprehensive income — — — 234 — — 234
Common stock issued:

Incentive compensation plan 137 343 1,791 — — — 2,134

Dividend reinvestment plan ¢ 82 — 454 — 3,238 — 3,692

Waiver discount 168 — 1,293 — 6,671 — 7,964
Cash dividend declared
($.2925 per share) — — — — — (25,938) (25,938)
Treasury stock and other — — — — 1,504 — 1,504
Adoption of ASU 2016-01 — — — (3,446) — 3,446 —
Adoption of ASU 2017-05 — — — — — 4,970 4,970
Adoption of ASU 2014-09/ASC 606 — — — — — (2,736) (2,736)
Balance at December 31, 2018 88,680 226,539 $ 278,286 $ (15,822) $ (65,060) $ 1,073,107 $ 1,497,050
Net income — — — — — 73,573 73,573
Other comprehensive income — — — 305 — — 305
Common stock issued:

Incentive plan 30 74 1,150 — — — 1,224

Dividend reinvestment plan 123 — 870 — 4,892 — 5,762

Waiver discount 339 — 3,123 — 13,452 — 16,575
Cash dividend declared
($.2925 per share) — — — — — (25,981) (25,981)
Treasury stock and other 8) — — — 654 — 654
Balance at March 31, 2019 89,164 $ 226,613 $ 283,429 $ (15,517) $ (46,062) $ 1,120,699 $ 1,569,162

) Shares sold through the DRP are issued from treasury stock at average cost, which may differ from the actual market price paid.



New Jersey Resources Corporation
Part1

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. NATURE OF THE BUSINESS

New Jersey Resources Corporation provides regulated gas distribution services, transportation and storage services and operates certain unregulated
businesses primarily through the following:

New Jersey Natural Gas Company provides natural gas utility service to approximately 554,000 customers in central and northern New Jersey and is
subject to rate regulation by the BPU. NJNG comprises the Natural Gas Distribution segment.

NJR Clean Energy Ventures Corporation, the Company's clean energy subsidiary, comprises the Clean Energy Ventures segment and consists of the
Company's capital investments in commercial and residential solar projects located throughout New Jersey. Clean Energy Ventures finalized the sale of its
remaining wind assets on February 7, 2019; see Note 18. Acquisitions and Dispositions for more details.

NJR Energy Services Company comprises the Energy Services segment. Energy Services maintains and transacts around a portfolio of natural gas
storage and transportation capacity contracts and provides physical wholesale energy, retail energy and energy management services in the U.S. and
Canada.

NJR Midstream Holdings Corporation, which comprises the Midstream segment, invests in energy-related ventures through its subsidiaries: NJR
Steckman Ridge Storage Company, which holds the Company's 50 percent combined ownership interest in Steckman Ridge, located in Pennsylvania, and
NJR Pipeline Company, which includes the wholly-owned subsidiaries of Leaf River, which was acquired on October 11, 2019, Adelphia, which was
acquired on January 13, 2020, and is subject to FERC regulation, and the Company's 20 percent ownership interest in PennEast. See Note 17. Acquisitions
and Dispositions for more information regarding these acquisitions.

NJR Retail Holdings Corporation has two principal subsidiaries, NJR Home Services Company, which provides heating, central air conditioning,
standby generators, solar and other indoor and outdoor comfort products to residential homes throughout New Jersey, and Commercial Realty & Resources
Corp., which owns commercial real estate. NJR Home Services Company and Commercial Realty & Resources Corp. are included in Home Services and
Other operations.

Impacts of the COVID-19 Pandemic

In March 2020, COVID-19 was declared a pandemic by the World Health Organization and the Centers for Disease Control and Prevention and has
spread globally, including throughout the United States. The Company’s Unaudited Condensed Consolidated Financial Statements reflect estimates and
assumptions made by management that affect the reported amounts of assets and liabilities at the balance sheet date and reported amounts of revenue and
expenses during the reporting periods presented. The Company considered the impacts of COVID-19 on the assumptions and estimates used and
determined that for the three months ended March 31, 2020, there were no material adverse impacts on the Company’s results of operations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidated Financial Statements have been prepared by NJR in accordance with the rules and regulations
of the SEC and GAAP. The September 30, 2019 Balance Sheet data is derived from the audited financial statements of the Company. These Unaudited
Condensed Consolidated Financial Statements should be read in conjunction with the consolidated financial statements and the notes thereto included in
NJR's 2019 Annual Report on Form 10-K.

The Unaudited Condensed Consolidated Financial Statements include the accounts of NJR and its subsidiaries. In the opinion of management, the
accompanying Unaudited Condensed Consolidated Financial Statements reflect all adjustments necessary for a fair presentation of the results of the interim
periods presented. These adjustments are of a normal and recurring nature. Because of the seasonal nature of NJR's utility and wholesale energy services
operations, in addition to other factors, the financial results for the interim periods presented are not indicative of the results that are to be expected for the
fiscal year ending September 30, 2020. Intercompany transactions and accounts have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Company to make estimates that affect the reported amounts of assets,
liabilities, revenues, expenses and related disclosure of contingencies during the reporting period. On
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a quarterly basis or more frequently whenever events or changes in circumstances indicate a need, the Company evaluates its estimates, including those
related to the calculation of the fair value of derivative instruments, debt, equity method investments, unbilled revenues, allowance for doubtful accounts,
provisions for depreciation and amortization, long-lived assets, regulatory assets and liabilities, income taxes, pensions and other postemployment benefits,
contingencies related to environmental matters and litigation. ARO are evaluated as often as needed. The Company’s estimates are based on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making
judgments about the carrying value of assets and liabilities that are not readily apparent from other sources.

The Company has legal, regulatory and environmental proceedings during the normal course of business that can result in loss contingencies. When
evaluating the potential for a loss, the Company will establish a reserve if a loss is probable and can be reasonably estimated, in which case it is the
Company’s policy to accrue the full amount of such estimates. Where the information is sufficient only to establish a range of probable liability, and no
point within the range is more likely than any other, it is the Company’s policy to accrue the lower end of the range. In the normal course of business,
estimated amounts are subsequently adjusted to actual results that may differ from estimates.

Acquisitions

The Company follows the guidance in ASC 805, Business Combinations, for determining the appropriate accounting treatment for acquisitions. ASU
No. 2017-01, Clarifying the Definition of a Business, provides an initial fair value screen to determine if substantially all of the fair value of the assets
acquired is concentrated in a single asset or group of similar assets. If the initial screening test is not met, the set is considered a business based on whether
there are inputs and substantive processes in place. Based on the results of this analysis and conclusion on an acquisition’s classification of a business
combination or an asset acquisition, the accounting treatment is derived.

If the acquisition is deemed to be a business, the acquisition method of accounting is applied. Identifiable assets acquired and liabilities assumed at
the acquisition date are recorded at fair value. If the transaction is deemed to be an asset purchase, the cost accumulation and allocation model is used
whereby the assets and liabilities are recorded based on the purchase price and allocated to the individual assets and liabilities based on relative fair values.

The determination and allocation of fair values to the identifiable assets acquired and liabilities assumed are based on various assumptions and
valuation methodologies requiring considerable management judgment. The most significant variables in these valuations are discount rates and the
number of years on which to base the cash flow projections, as well as other assumptions and estimates used to determine the cash inflows and outflows.
Management determines discount rates based on the risk inherent in the acquired assets, specific risks, industry beta and capital structure of guideline
companies. The valuation of an acquired business is based on available information at the acquisition date and assumptions that are believed to be
reasonable. However, a change in facts and circumstances as of the acquisition date can result in subsequent adjustments during the measurement period,
but no later than one year from the acquisition date.

Revenues

Revenues from the sale of natural gas to NJNG customers are recognized in the period that gas is delivered and consumed by customers, including an
estimate for unbilled revenue. NJNG records unbilled revenue for natural gas services. Natural gas sales to individual customers are based on meter
readings, which are performed on a systematic basis throughout the month. At the end of each month, the amount of natural gas delivered to each customer
after the last meter reading through the end of the respective accounting period is estimated, and recognizes unbilled revenues related to these amounts. The
unbilled revenue estimates are based on estimated customer usage by customer type, weather effects, unaccounted-for gas and the most current tariff rates.

Clean Energy Ventures recognizes revenue when SRECs are transferred to counterparties. SRECs are physically delivered through the transfer of
certificates as per contractual settlement schedules.

Revenues for Energy Services are recognized when the natural gas is physically delivered to the customer. In addition, changes in the fair value of

derivatives that economically hedge the forecasted sales of the natural gas are recognized in operating revenues as they occur, as noted above. Energy
Services also recognizes changes in the fair value of SREC derivative contracts as a component of operating revenues.
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Midstream generates revenues from firm storage contracts and transportation contracts, related usage fees and hub services for the use of storage
space, injections and withdrawals from their natural gas storage facility and the delivery of natural gas to customers. Demand fees are recognized as
revenue over the term of the related agreement while usage fees and hub services revenues are recognized as services are performed.

Revenues from all other activities are recorded in the period during which products or services are delivered and accepted by customers, or over the
related contractual term. See Note 3. Revenue for further information.

Gas in Storage

The following table summarizes gas in storage, at average cost by segment as of:

March 31, 2020 September 30, 2019
(% in thousands) Gas in Storage Bcf Gas in Storage Bcf
Energy Services $ 35,502 20.3 $ 52,390 25.6
Natural Gas Distribution 40,655 7.3 117,413 27.0
Midstream 196 0.1 — —
Total $ 76,353 27.7 $ 169,803 52.6

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on deposit and temporary investments with maturities of three months or less, and excludes restricted cash
related to escrow balances for utility plant projects at NJNG and irrevocable letters of credit at Leaf River, which is recorded in other current and
noncurrent assets on the Unaudited Condensed Consolidated Balance Sheets, respectively.

ASU No. 2016-18, an amendment to ASC 230, Statement of Cash Flows, required that any amounts that are deemed to be restricted cash or restricted
cash-equivalents be included in cash and cash-equivalent balances on the cash flow statement. The following table provides a reconciliation of cash and
cash equivalents and restricted cash reported in the Unaudited Condensed Consolidated Balance Sheets to the total amounts in the Unaudited Condensed
Consolidated Statements of Cash Flows as follows:

March 31, September 30, March 31, September 30,

(Thousands) 2020 2019 2019 2018
Balance Sheet

Cash and cash equivalents $ 25,968 $ 2,676 $ 83,160 $ 1,458

Restricted cash in other noncurrent assets 2,422 1,387 405 252
Statements of Cash Flow

Cash, cash equivalents and restricted cash in the statement of cash

flows $ 28,390 $ 4,063 $ 83,565 $ 1,710

Loans Receivable

NJNG currently provides loans, with terms ranging from two to 10 years, to customers that elect to purchase and install certain energy-efficient
equipment in accordance with its BPU-approved SAVEGREEN program. The loans are recognized at net present value on the Unaudited Condensed
Consolidated Balance Sheets. The Company recorded $13.1 million and $12.4 million in other current assets and $38 million and $38.8 million in other
noncurrent assets as of March 31, 2020 and September 30, 2019, respectively, on the Unaudited Condensed Consolidated Balance Sheets, related to the
loans. If NJNG determines a loan is impaired, the basis of the loan would be subject to regulatory review for recovery. As of March 31, 2020 and
September 30, 2019, the Company has not recorded any impairments for SAVEGREEN loans.

Pension and Postemployment Plans
The Company has two noncontributory defined pension plans covering eligible employees, including officers. Benefits are based on each employee’s
years of service and compensation. The Company’s funding policy is to contribute annually to these plans at least the minimum amount required under the

Employee Retirement Income Security Act, as amended, and not more than
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can be deducted for federal income tax purposes. Plan assets consist of equity securities, fixed-income securities and short-term investments.

The Company also provides two primarily noncontributory medical and life insurance plans for eligible retirees and dependents. Medical benefits,
which make up the largest component of the plans, are based upon an age and years-of-service vesting schedule and other plan provisions. Funding of these
benefits is made primarily into Voluntary Employee Beneficiary Association trust funds.

Software Costs

The Company capitalizes certain costs, such as software design and configuration, coding, testing and installation, that are incurred to purchase or
create and implement computer software for internal use. Capitalized costs include external costs of materials and services utilized in developing or
obtaining internal-use software and payroll and payroll-related costs for employees who are directly associated with and devote time to the internal-use
software project. Maintenance costs are expensed as incurred. Upgrades and enhancements are capitalized if it is probable that such expenditures will result
in additional functionality. Amortization is recorded on the straight-line basis over the estimated useful lives. The Company capitalized $3.2 million and
$1.7 million in other noncurrent assets and $9.1 million and $4.8 million in utility plant construction work in progress on the Unaudited Condensed
Consolidated Balance Sheets at March 31, 2020 and September 30, 2019, respectively, and recorded $1.1 million and $2.6 million in O&M on the
Unaudited Condensed Consolidated Statements of Operations during the three and six months ended March 31, 2020, respectively.

Accumulated Other Comprehensive Loss

The following table presents the changes in the components of accumulated other comprehensive income (loss), net of related tax effects during the
three months ended March 31, 2020 and 2019:

Investments in Cash Flow Postemployment

(Thousands) Equity Securities Hedges Benefit Obligation Total
Balance at December 31, 2019 $ — $ — $ (31,028) $ (31,028)
Other comprehensive loss (income), net of tax

Other comprehensive (loss) income, before reclassifications, net of tax of

$0, $2,781, $(1,681), $1,100 — (9,711) 5,378 (4,333)

Amounts reclassified from accumulated other comprehensive loss, net of tax

of $0, $0, $(72), $(72) — — 722 @ 722

Net current-period other comprehensive income, net of tax of $0, $2,781,

$(1,753), $1,028 — (9,711) 6,100 (3,611)
Balance at March 31, 2020 $ — $ 9,711) $ (24,928) $ (34,639)
Balance at December 31, 2018 $ — $ — $ (15,822) $ (15,822)
Other comprehensive (loss) income, net of tax

Amounts reclassified from accumulated other comprehensive loss, net of tax

of $0, $0, $(119), $(119) — — 305 @ 305
Balance at March 31, 2019 $ — 3 — (15,517) $ (15,517)
) Included in the computation of net periodic pension cost, a component of operations and maintenance expense on the Unaudited Condensed Consolidated Statements of Operations.
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The following table presents the changes in the components of accumulated other comprehensive income (loss), net of related tax effects during the
six months ended March 31, 2020 and 2019:

Investments in Cash Flow Postemployment

(Thousands) Equity Securities Hedges Benefit Obligation Total
Balance at September 30, 2019 $ — $ — $ (31,787) $ (31,787)
Other comprehensive loss, net of tax

Other comprehensive (loss) income, before reclassifications, net of tax of

$0, $(2,781), $(1,681), $1,100 — (9,711) 5,378 (4,333)

Amounts reclassified from accumulated other comprehensive loss, net of tax

of $0, $0, $(289), $(289) — — 1,481 @ 1,481

Net current-period other comprehensive income, net of tax of $0, $2,781,

$(1,970), $811 — (9,711) 6,859 (2,852)
Balance at March 31, 2020 $ — $ 9,711) $ (24,928) $ (34,639)
Balance at September 30, 2018 $ 3,446 $ — $ (16,056) $ (12,610)
Other comprehensive income (loss), net of tax

Amounts reclassified from accumulated other comprehensive income (loss),

net of tax of $0,$0, $(215), $(215) — — 539 @ 539
Reclassification to retained earnings $ (3,446) @ $ — $ (3,446)
Balance at March 31, 2019 $ — $ — $ (15,517) $ (15,517)
1) Included in the computation of net periodic pension cost, a component of operations and maintenance expense on the Unaudited Condensed Consolidated Statements of Operations.

(&3] Due to the adoption of ASU No. 2016-01, an amendment to ASC 825, Financial Instruments.
Reclassification

Certain prior period amounts related to energy and other taxes on the Unaudited Condensed Consolidated Statements of Operations and prepaid
expenses on the Unaudited Condensed Consolidated Balance Sheets and Unaudited Consolidated Condensed Statements of Cash Flows have been
reclassified to conform to the current period presentation. Certain amounts related to software costs on the Unaudited Condensed Consolidated Balance
Sheets have been reclassified to utility plant construction work in progress to confirm to the current period presentation.

Recently Adopted Updates to the Accounting Standards Codification
Leases

In February 2016, the FASB issued ASU No. 2016-02, an amendment to ASC 842, Leases, which, along with other ASU's containing minor
amendments and technical corrections, provides for a comprehensive overhaul of the lease accounting model and changes the definition of a lease within
the accounting literature. Under the new standard, all leases with an original term greater than one year are recorded on the balance sheet. The related asset
is amortized straight-line over the term of the lease. Additional disclosures are required to provide transparency as to the amount, timing and uncertainty of
cash flows arising from leasing activities.

In January 2018, the FASB issued ASU No. 2018-01, a further amendment to ASC 842, Leases, which was introduced by ASU No. 2016-02, as
discussed above. This update provides an optional practical expedient that allows companies to not evaluate existing or expired land easements that were
not previously accounted for under Topic 840 as leases as of October 1, 2019. The Company adopted this practical expedient. In July 2018, the FASB
issued ASU No. 2018-11, which provides an optional transition method to ASC 842 that allows the Company to recognize a cumulative effect adjustment
to the opening balance of retained earnings in the period of adoption, if any. The Company elected this transition method and did not have any cumulative
impact to the opening balance of retained earnings.

The Company’s other practical expedient elections include the package of practical expedients whereby the Company was not required to reassess all
of its leases identified, lease classifications and initial direct costs associated with leases. The Company also elected to not separate non-lease components
from lease components and elected to exclude short-term leases from the recognition requirements of ASC 842. The Company did not elect the portfolio
approach for the application of the discount rate and therefore applies a discount rate individually to each lease in its population.
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The Company adopted ASC 842 and all related amendments on October 1, 2019, using the modified retrospective transition method.

The Company’s lease agreements primarily consist of commercial solar land leases, storage and capacity leases, equipment and real property leases,
including land and office facility leases and office equipment and the sale-leaseback of its natural gas meters. The total right-of-use assets recorded upon
adoption were $67.1 million. Upon the acquisition of Leaf River, on October 11, 2019, the Company adopted ASC 842 for Leaf River which resulted in
additional right-of-use asset and lease liability of $21.6 million.

Derivatives and Hedging

In August 2017, the FASB issued ASU No. 2017-12, an amendment to ASC 815, Derivatives and Hedging, which, along with other ASU's containing
minor amendments and technical corrections, is intended to make targeted improvements to the accounting for hedging activities by better aligning an
entity’s risk management activities and financial reporting for hedging relationships. These amendments modify the accounting for both nonfinancial and
financial risk components and align the recognition and presentation of the effects of the hedging instrument and the hedged item in the financial
statements. Additionally, the amendments are intended to simplify the application of the hedge accounting guidance and provide relief to companies by
easing certain hedge documentation requirements. The Company adopted this guidance on October 1, 2019. As October 1, 2019, the Company did not
apply hedge accounting to its risk management activities, therefore the amendments did not have an impact on its financial position, results of operations or
cash flows.

In October 2018, the FASB issued ASU No. 2018-16, an amendment to ASC 815, Derivatives and Hedging, which permits the use of the Overnight
Index Swap rate based on the Secured Overnight Financing Rate as an additional acceptable U.S. benchmark interest rate for hedge accounting purposes.
The Company adopted this guidance on October 1, 2019. As the Company did not apply hedge accounting to any of its risk management activities as of
October 1, 2019, the amendments did not have an impact on its financial position, results of operations or cash flows.

Stock Compensation

In June 2018, the FASB issued ASU No. 2018-07, an amendment to ASC 718, Compensation - Stock Compensation, which expands the scope of
Topic 718 to include share-based payment transactions for acquiring goods and services from non-employees. The Company adopted this guidance on
October 1, 2019. There was no impact to the Company's financial position, results of operations or cash flows.

Financial Instruments

In March 2020, the FASB issued ASU 2020-3, Codification Improvements to Financial Instruments. This accounting standard provides clarification
of guidance for financial instruments and makes narrow scope amendments related to various issues. The Company adopted this standard effective upon
issuance. There was no impact to the Company's financial position, results of operations or cash flows as a result of its adoption.

Reference Rate Reform

In March 2020, the FASB issued ASU No. 2020-04, an amendment to ASC 848, Reference Rate Reform, which provides relief for companies
preparing for discontinuation of interest rates such as LIBOR. The amendments in this update provide optional expedients and exceptions for applying
GAAP to contracts, hedging relationships and other transactions affected by reference rate reform if certain criteria are met. The amendments in
this update apply only to contracts and hedging relationships that reference LIBOR or another reference rate expected to be discontinued due to reference
rate reform. The amendments in this update are elective and are effective upon the ASU issuance through December 31, 2022. There was no impact to the
Company's financial position, results of operations or cash flows as a result of its adoption.

Other Recent Updates to the Accounting Standards Codification

Financial Instruments

In June 2016, the FASB issued ASU No. 2016-13, an amendment to ASC 326, Financial Instruments - Credit Losses, which changes the impairment
model for certain financial assets that have a contractual right to receive cash, including trade and loan receivables. The new model requires recognition
based upon an estimation of expected credit losses rather than recognition of losses when it is probable that they have been incurred. An entity will apply
the amendment through a cumulative-effect adjustment
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to retained earnings as of the beginning of the first reporting period in which the guidance is effective. The guidance is effective for the Company
beginning October 1, 2020, with early adoption permitted. The Company is currently evaluating the amendment and all subsequent amendments related to
this topic, but does not expect that the pending adoption of this ASU will have a material effect on its consolidated financial statements.

Fair Value

In August 2018, the FASB issued ASU No. 2018-13, an amendment to ASC 820, Fair Value Measurement, which removes, modifies and adds to
certain disclosure requirements of fair value measurements. Disclosure requirements removed include the amount of and reasons for transfers between
Level 1 and Level 2 of the fair value hierarchy, the policy for timing of transfers between levels and the valuation processes for Level 3 fair value
measurements. Modifications include considerations around the requirement to disclose the timing of liquidation of an investee’s assets and the date when
restrictions from redemption might lapse. The additions include the requirement to disclose changes in unrealized gains and losses for the period in other
comprehensive income for recurring Level 3 fair value measurements held and the range and weighted average of significant unobservable inputs used to
develop Level 3 fair value measurements. The guidance is effective for the Company beginning October 1, 2020, with early adoption permitted. Upon
adoption, the amendments will be applied on a prospective or retrospective basis depending on the specific amendments’ transition requirements. The
Company is currently evaluating the impact of the adoption of this ASU but does not expect that its pending adoption will have a material effect on its
consolidated financial statements.

Compensation - Retirement Benefits

In August 2018, the FASB issued ASU No. 2018-14, an amendment to ASC 715, Compensation - Retirement Benefits, which removes disclosures that
no longer are considered cost-beneficial, clarifies the specific requirements of certain disclosures and adds new disclosure requirements identified as
relevant. The guidance is effective for the Company beginning October 1, 2021, with early adoption permitted. Upon adoption, the amendments will be
applied on a retrospective basis. The Company is continuing to evaluate the amendment to fully understand the impact on the Company's disclosures upon
adoption.

Income Taxes

In December 2019, the FASB issued ASU No. 2019-12, an amendment to ASC 740, Income Taxes, which is intended to simplify the accounting for
income taxes and changes the accounting for certain income tax transactions, among other minor improvements. The guidance is effective for the Company
beginning October 1, 2021, with early adoption permitted. Upon adoption, the amendments will be applied on a prospective basis. The Company is
currently evaluating the amendments to understand the impact on its financial position, results of operations, cash flows and disclosures upon adoption.

Investments - Equity Method and Derivatives and Hedging,

In January 2020, the FASB issued ASU 2020-01, Investments - Equity Securities (Topic 321), Investments - Equity Method and Joint Ventures (Iopic
323), and Derivatives and Hedging (Topic 815): Clarifying the Interactions between Topic 321, Topic 323, and Topic 815. The update states that an entity is
required to evaluate observable transactions that necessitate applying or discontinuing the equity method of accounting, when applying the measurement
alternative in Topic 321. This evaluation occurs prior to applying or upon ceasing the equity method. The update also states that when applying paragraph
815-10-15-141(a) for forward contracts and purchased options, an entity is not required to assess whether the underlying securities will be accounted for
under the equity method in accordance with Topic 323 or fair value method under Topic 825 upon settlement or exercise. The standard is effective for fiscal
years beginning after December 15, 2020, and interim periods within those fiscal years. Early adoption is permitted, including early adoption in an interim
period. The Company is currently evaluating the impact of the adoption of this ASU but does not expect that its pending adoption will have a material
effect on its consolidated financial statements.

3. REVENUE

Revenue is recognized when a performance obligation is satisfied by transferring control of a product or service to a customer. Revenue is measured
based on consideration specified in a contract with a customer using the output method of progress. The Company elected to apply the invoice practical
expedient for recognizing revenue, whereby the amounts invoiced to customers represent the value to the customer and the Company’s performance
completion as of the invoice date. Therefore, the Company does not disclose related unsatisfied performance obligations. The Company also elected the
practical expedient to exclude from the transaction price all sales taxes that are assessed by a governmental authority and therefore presents sales tax net in
operating revenues on the Unaudited Condensed Consolidated Statements of Operations.
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Below is a listing of performance obligations that arise from contracts with customers, along with details on the satisfaction of each performance
obligation, the significant payment terms and the nature of the goods and services being transferred, by reporting segment and other business operations:

Revenue Recognized Over Time:

Segment

Performance Obligation

Description

Natural Gas
Distribution

Clean Energy
Ventures

Clean Energy

Ventures

Energy Services

Midstream

Home Services
and Other

Natural gas utility sales

Commercial solar and wind
electricity

Residential solar electricity

Natural gas services

Natural gas services

Service contracts

NJNG's performance obligation is to provide natural gas to residential, commercial and industrial
customers as demanded, based on regulated tariff rates, which are established by the BPU. Revenues from
the sale of natural gas are recognized in the period that gas is delivered and consumed by customers,
including an estimate for quantities consumed but not billed during the period. Payment is due each month
for the previous month's deliveries. Natural gas sales to individual customers are based on meter readings,
which are performed on a systematic basis throughout the billing period. The unbilled revenue estimates
are based on estimated customer usage by customer type, weather effects and the most current tariff rates.
NJNG is entitled to be compensated for performance completed until service is terminated.

Customers may elect to purchase the natural gas commodity from NJNG or may contract separately to
purchase natural gas directly from third-party suppliers. As NJNG is acting as an agent on behalf of the
third-party supplier, revenue is recorded for the delivery of natural gas to the customer.

Clean Energy Ventures operates wholly-owned solar projects that recognize revenue as electricity is
generated and transferred to the customer. The performance obligation is to provide electricity to the
customer in accordance with contract terms or the interconnection agreement and is satisfied upon transfer
of electricity generated. All wind assets were sold as of February 2019.

Revenue is recognized as invoiced and the payment is due each month for the previous month's services.

Clean Energy Ventures provides access to residential rooftop and ground-mount solar equipment to
customers who then pay the Company a monthly fee. The performance obligation is to provide electricity
to the customer based on generation from the underlying residential solar asset and is satisfied upon
transfer of electricity generated.

Revenue is derived from the contract terms and is recognized as invoiced, with the payment due each
month for the previous month's services.

The performance obligation of Energy Services is to provide the customer transportation, storage and asset
management services on an as-needed basis. Energy Services generates revenue through management
fees, demand charges, reservation fees and transportation charges centered around the buying and selling
of the natural gas commodity, representing one series of distinct performance obligations.

Revenue is recognized based upon the underlying natural gas quantities physically delivered and the
customer obtaining control. Energy Services invoices customers on a monthly basis in line with the terms
of the contract and based on the services provided. Payment is due each month for the previous month's
invoiced services.

The performance obligation of Midstream is to provide the customer with storage and transportation
services. Midstream generates revenues from firm storage contracts and transportation contracts, related
usage fees for the use of storage space, injection and withdrawal at the storage facility and the delivery of
natural gas to customers. Revenue is recognized over time as our customers receive the benefits of our
service as it is performed on their behalf using an output method based on actual deliveries.

Demand fees are recognized as revenue over the term of the related agreement.

Home Services enters into service contracts with homeowners to provide maintenance and replacement
services of applicable heating, cooling or ventilation equipment. All services provided relate to a distinct
performance obligation which is to provide services for the specific equipment over the term of the
contract.

Revenue is recognized on a straight-line basis over the term of the contract and payment is due upon
receipt of the invoice.
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Revenue Recognized at a Point in Time:

Midstream Natural gas services The performance obligation of Midstream is to provide the customer with storage and transportation
services. Midstream generates revenues from hub services for the use of storage space, injection and
withdrawal from the storage facility. Hub services include park and loan transactions and wheeling.

Hub services revenues are recognized as services are performed.

Home Services Installations Home Services installs appliances, including but not limited to, furnaces, air conditioning units, boilers
and Other and generators to customers. The distinct performance obligation is the installation of the contracted
appliance, which is satisfied at the point in time the item is installed.

The transaction price for each installation differs accordingly. Revenue is recognition at a point in time

upon completion of the installation, which is when the customer is billed.

Disaggregated revenues from contracts with customers by product line and by reporting segment and other business operations during the three
months ended March 31, 2020, is as follows:

Natural Gas Clean Energy Home Services
(Thousands) Distribution Ventures Energy Services = Midstream and Other Total
2020
Natural gas utility sales $ 266,868 — — — — $ 266,868
Wholesale natural gas services — — 9,634 11,076 — 20,710
Service contracts — — — — 8,073 8,073
Installations and maintenance — — — — 4,292 4,292
Electricity sales — 4,458 — — — 4,458
Eliminations — — — (675) (326) (1,001)
Revenues from contracts with
customers 266,868 4,458 9,634 10,401 12,039 303,400
Alternative revenue programs 22,073 — — — — 22,073
Derivative Instruments 8,279 1,537 304,067 — — 313,883
Eliminations — — 258 — — 258
Revenues out of scope 30,352 1,537 304,325 — — 336,214
Total operating revenues $ 297,220 5,995 313,959 10,401 12,039 $ 639,614
2019
Natural gas utility sales $ 288,168 — — — — $ 288,168
Wholesale natural gas services — — 12,248 — — 12,248
Service contracts — — — — 7,847 7,847
Installations and maintenance — — — — 4,486 4,486
Electricity sales — 5,058 — — — 5,058
Eliminations “ — — — — (652) (652)
Revenues from contracts with
customers 288,168 5,058 12,248 — 11,681 317,155
Alternative revenue programs 7,901 — — — — 7,901
Derivative Instruments 5,351 6,302 535,577 — — 547,230
Eliminations — — (6,031) — — (6,031)
Revenues out of scope 13,252 6,302 529,546 — — 549,100
Total operating revenues $ 301,420 11,360 541,794 — 11,681 $ 866,255

(1)  Consists of transactions between subsidiaries that are eliminated in consolidation.
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Disaggregated revenues from contracts with customers by product line and by reporting segment and other business operations during the six months
ended March 31, 2020, is as follows:

Natural Gas Clean Energy Home Services
(Thousands) Distribution Ventures Energy Services  Midstream and Other Total
2020
Natural gas utility sales $ 486,762 — — — — $ 486,762
Natural gas services — — 16,955 20,148 — 37,103
Service contracts — — — — 16,111 16,111
Installations and maintenance — — — — 9,161 9,161
Electricity sales — 8,476 — — — 8,476
Eliminations “ — — — (1,342) (741) (2,083)
Revenues from contracts with
customers 486,762 8,476 16,955 18,806 24,531 555,530
Alternative revenue programs 20,130 — — — — 20,130
Derivative Instruments 9,951 3,731 667,161 — — 680,843
Eliminations — — (1,853) — — (1,853)
Revenues out of scope 30,081 3,731 665,308 — — 699,120
Total operating revenues $ 516,843 12,207 682,263 18,806 24,531 $ 1,254,650
2019
Natural gas utility sales $ 483,151 — — — — $ 483,151
Natural gas services — — 22,328 — — 22,328
Service contracts — — — — 15,643 15,643
Installations and maintenance — — — — 9,180 9,180
Electricity sales — 12,199 — — — 12,199
Eliminations “ — — — — (1,197) (1,197)
Revenues from contracts with
customers 483,151 12,199 22,328 — 23,626 541,304
Alternative revenue programs 7,034 — — — — 7,034
Derivative Instruments 11,200 14,058 1,112,764 — — 1,138,022
Eliminations @ — — (8,338) — — (8,338)
Revenues out of scope 18,234 14,058 1,104,426 — — 1,136,718
Total operating revenues $ 501,385 26,257 1,126,754 — 23,626 $ 1,678,022

(1)  Consists of transactions between subsidiaries that are eliminated in consolidation.

Disaggregated revenues from contracts with customers by customer type and by reporting segment and other business operations during the three
months ended March 31, 2020, is as follows:

Natural Gas Clean Energy Home Services
(Thousands) Distribution Ventures Energy Services = Midstream and Other Total
2020
Residential $ 199,776 2,469 — — 11,831 $ 214,076
Commercial and industrial 41,635 1,989 9,634 10,401 208 63,867
Firm transportation 24,123 — — — — 24,123
Interruptible and off-tariff 1,334 — — — — 1,334
Revenues out of scope 30,352 1,537 304,325 — — 336,214
Total operating revenues $ 297,220 5,995 313,959 10,401 12,039 $ 639,614
2019
Residential $ 204,518 2,191 — — 11,417 $ 218,126
Commercial and industrial 61,452 2,867 12,248 — 264 76,831
Firm transportation 20,776 — — — — 20,776
Interruptible and off-tariff 1,422 — — — — 1,422
Revenues out of scope 13,252 6,302 529,546 — — 549,100
Total operating revenues $ 301,420 11,360 541,794 — 11,681 $ 866,255
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Disaggregated revenues from contracts with customers by customer type and by reporting segment and other business operations during the six
months ended March 31, 2020, is as follows:

Natural Gas Clean Energy Home Services
(Thousands) Distribution Ventures Energy Services Midstream and Other Total
2020
Residential $ 352,998 4,929 — — 24,110 $ 382,037
Commercial and industrial 87,057 3,547 16,955 18,806 421 126,786
Firm transportation 43,712 — — — — 43,712
Interruptible and off-tariff 2,995 — — — — 2,995
Revenues out of scope 30,081 3,731 665,308 — — 699,120
Total operating revenues $ 516,843 12,207 682,263 18,806 24,531 $ 1,254,650
2019
Residential $ 338,208 4,323 — — 23,134 $ 365,665
Commercial and industrial 102,180 7,876 22,328 — 492 132,876
Firm transportation 39,710 — — — — 39,710
Interruptible and off-tariff 3,053 — — — — 3,053
Revenues out of scope 18,234 14,058 1,104,426 — — 1,136,718
Total operating revenues $ 501,385 26,257 1,126,754 — 23,626 $ 1,678,022

Customer Accounts Receivable/Credit Balances and Deposits

The timing of revenue recognition, customer billings and cash collections resulting in accounts receivables, billed and unbilled, and customers’ credit
balances and deposits on the Unaudited Condensed Consolidated Balance Sheets during the six months ended March 31, 2020, are as follows:

Customer Accounts Receivable Customers' Credit
(Thousands) Billed Unbilled Balances and Deposits
Balance as of October 1, 2019 $ 139,263 $ 6,510 $ 27,116
Increase (decrease) 56,420 34,651 (7,788)
Balance as of March 31, 2020 $ 195,683 $ 41,161 $ 19,328

The following table provides information about receivables, which are included within accounts receivable, billed and unbilled, and customers’ credit
balances and deposits, respectively, on the Unaudited Condensed Consolidated Balance Sheets as of March 31, 2020:

Natural Gas Clean Energy  Energy Home Services

(Thousands) Distribution Ventures Services Midstream and Other Eliminations Total
Customer accounts receivable

Billed $ 104,853 3,057 81,064 4,574 2,135 — $ 195,683

Unbilled 41,161 — — — — — 41,161
Customers' credit balances and
deposits (19,328) — — — — — (19,328)
Total $ 126,686 3,057 81,064 4,574 2,135 — $ 217,516

4. REGULATION

NJNG is subject to cost-based regulation, therefore, it is permitted to recover authorized operating expenses and earn a reasonable return on its utility
capital investments based on the BPU's approval. The impact of the ratemaking process and decisions authorized by the BPU allows NJNG to capitalize or
defer certain costs that are expected to be recovered from its customers as regulatory assets and to recognize certain obligations representing amounts that
are probable future expenditures as regulatory liabilities in accordance with accounting guidance applicable to regulated operations.
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NING's recovery of costs is facilitated through its base rates, BGSS and other regulatory tariff riders. NJNG is required to make annual filings to the
BPU for review of its BGSS, CIP and various other programs and related rates. Annual rate changes are typically requested to be effective at the beginning
of the following fiscal year. All rate and program changes are subject to proper notification and BPU review and approval. In addition, NJNG is permitted
to implement certain BGSS rate changes on a provisional basis with proper notification to the BPU.

Regulatory assets and liabilities included on the Unaudited Condensed Consolidated Balance Sheets are comprised of the following:

March 31, September 30,

(Thousands) 2020 2019
Regulatory assets-current

New Jersey Clean Energy Program $ 5,868 $ 15,468

Under-recovered gas costs 9,246 9,506

Conservation Incentive Program 23,481 3,371

Derivatives at fair value, net 16,231 4,526

Other 2,040 —
Total current regulatory assets $ 56,866 $ 32,871
Regulatory assets-noncurrent

Environmental remediation costs

Expended, net of recoveries $ 35,856 $ 38,351
Liability for future expenditures 128,868 131,080

Deferred income taxes 21,049 19,631

Derivatives at fair value, net — 486

SAVEGREEN 12,101 10,201

Postemployment and other benefit costs 165,577 212,461

Deferred storm damage costs 7,601 8,687

Cost of removal 62,488 65,660

Other noncurrent regulatory assets 16,499 10,080
Total noncurrent regulatory assets $ 450,039 $ 496,637
Regulatory liabilities-noncurrent

Tax Act impact @ $ 197,928 $ 200,417

New Jersey Clean Energy Program 1,318 197

Other noncurrent regulatory liabilities 491 1,821
Total noncurrent regulatory liabilities $ 199,737 $ 202,435

(1)  Reflects the re-measurement and subsequent amortization of NJNG's net deferred tax liabilities as a result of the change in federal tax rates enacted in the Tax Act.
Regulatory filings and/or actions that occurred during the current fiscal year include the following:

*  On October 25, 2019, the BPU approved NJNG’s annual filing to increase its EE recovery rate, which resulted in an annual recovery of
approximately $11.3 million, effective November 1, 2019.

*  On November 13, 2019, the BPU issued an order adopting a stipulation of settlement approving a $62.2 million increase to base rates, effective on
November 15, 2019. The increase includes an overall rate of return on rate base of 6.95 percent, return on common equity of 9.6 percent, a
common equity ratio of 54 percent and a depreciation rate of 2.78 percent.

*  On March 16, 2020, a stipulation was signed in NJNG's annual SBC application which included an increase in the RAC rate of $1.2 million
annually and a decrease to the NJCEP factor of $600,000. The stipulation is pending BPU approval.

*  On March 30, 2020, NJNG filed a petition with the BPU requesting a base rate increase of approximately $7.4 million for the recovery associated
with NJ RISE and SAFE II capital investments cost of approximately $68.7 million made through June 30, 2020. This filing will be updated

for actual information through June 30, 2020. Changes to base rates are anticipated to be effective October 1, 2020.
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5. DERIVATIVE INSTRUMENTS

The Company is subject primarily to commodity price risk due to fluctuations in the market price of natural gas, SRECs and electricity. To manage
this risk, the Company enters into a variety of derivative instruments including, but not limited to, futures contracts, physical forward contracts, financial
options and swaps to economically hedge the commodity price risk associated with its existing and anticipated commitments to purchase and sell natural
gas, SRECs and electricity. In addition, the Company is exposed to foreign currency and interest rate risk and may utilize foreign currency derivatives to
hedge Canadian dollar denominated gas purchases and/or sales and interest rate derivatives to reduce exposure to fluctuations in interest rates. All of these
types of contracts are accounted for as derivatives. Accordingly, all of the financial and certain of the Company's physical derivative instruments are
recorded at fair value on the Unaudited Condensed Consolidated Balance Sheets. For a more detailed discussion of the Company's fair value measurement
policies and level disclosures associated with NJR's derivative instruments, see Note 6. Fair Value.

Energy Services

Energy Services chooses not to designate its financial commodity and physical forward commodity derivatives as accounting hedges or to elect
NPNS. The changes in the fair value of these derivatives are recorded as a component of gas purchases or operating revenues, as appropriate for Energy
Services, on the Unaudited Condensed Consolidated Statements of Operations as unrealized gains or losses. For Energy Services at settlement, realized
gains and losses on all financial derivative instruments are recognized as a component of gas purchases and realized gains and losses on all physical
derivatives follow the presentation of the related unrealized gains and losses as a component of either gas purchases or operating revenues.

Energy Services also enters into natural gas transactions in Canada and, consequently, is exposed to fluctuations in the value of Canadian currency
relative to the U.S. dollar. Energy Services may utilize foreign currency derivatives to lock in the exchange rates associated with natural gas transactions
denominated in Canadian currency. The derivatives may include currency forwards, futures, or swaps and are accounted for as derivatives. These
derivatives are typically used to hedge demand fee payments on pipeline capacity, storage and gas purchase agreements.

As a result of Energy Services entering into transactions to borrow natural gas, commonly referred to as “park and loans,” an embedded derivative is
recognized relating to differences between the fair value of the amount borrowed and the fair value of the amount that will ultimately be repaid, based on
changes in the forward price for natural gas prices at the borrowed location over the contract term. This embedded derivative is accounted for as a forward
sale in the month in which the repayment of the borrowed gas is expected to occur, and is considered a derivative transaction that is recorded at fair value
on the Unaudited Condensed Consolidated Balance Sheets, with changes in value recognized in current period earnings.

Expected production of SRECs is hedged through the use of forward and futures contracts. All contracts require the Company to physically deliver
SRECs through the transfer of certificates as per contractual settlement schedules. Energy Services recognizes changes in the fair value of these derivatives
as a component of operating revenues. Upon settlement of the contract, the related revenue is recognized when the SREC is transferred to the counterparty.

Natural Gas Distribution

Changes in fair value of NJNG's financial commodity derivatives are recorded as a component of regulatory assets or liabilities on the Unaudited
Condensed Consolidated Balance Sheets. The Company elects NPNS accounting treatment on all physical commodity contracts that NJNG entered into on
or before December 31, 2015, and accounts for these contracts on an accrual basis. Accordingly, physical natural gas purchases are recognized in regulatory
assets or liabilities on the Unaudited Condensed Consolidated Balance Sheets when the contract settles and the natural gas is delivered. The average cost of
natural gas is charged to expense in the current period earnings based on the BGSS factor times the therm sales. Effective for contracts executed on or after
January 1, 2016, NJNG no longer elects NPNS accounting treatment on all physical forward commodity contracts. However, since NPNS is a contract-by-
contract election, where it makes sense to do so, NJNG can and may elect certain contracts to be normal. Because NJNG recovers these amounts through
future BGSS rates as increases or decreases to the cost of natural gas in NJNG’s tariff for gas service, the changes in fair value of these contracts are
deferred as a component of regulatory assets or liabilities on the Unaudited Condensed Consolidated Balance Sheets.

In February 2020 and March 2020, NJNG entered into treasury lock transactions to fix the benchmark treasury rate associated with a forecasted debt
issuance expected during the fiscal year. The change in fair value of NJNG's treasury lock agreement is recorded as a component of regulatory assets or
liabilities on the Unaudited Condensed Consolidated Balance Sheets since NJNG believes that the market value upon settlement will be reflected in future
rates. Upon settlement, any gain or loss will be amortized in earnings over the life of the future debt issuance as a component of interest expense on the
Consolidated Statements of Operations.
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Clean Energy Ventures

The Company elects NPNS accounting treatment on PPA contracts that Clean Energy Ventures enters into that meet the definition of a derivative and
accounts for the contract on an accrual basis. Accordingly, electricity sales are recognized in revenues throughout the term of the PPA as electricity is
delivered. NPNS is a contract-by-contract election and where it makes sense to do so, the Company can and may elect certain contracts to be normal.

Home Services and Other

In January 2018, NJR entered into a variable-for-fixed interest rate swap on its existing $100 million variable rate term loan, which fixed the variable
rate at 2.84 percent. The swap terminated on August 16, 2019, which coincided with the maturity of the debt. The change in the fair value of the interest
rate swap was recorded as a component of interest expense on the Unaudited Condensed Consolidated Statements of Operations.

In February 2020 and March 2020, NJR entered into treasury lock transactions, designated as cash flow hedges, to fix the benchmark treasury rate
associated with a forecasted debt issuance expected during the fiscal year. The treasury lock transaction is recorded as a derivative asset or liability at fair
value on the Unaudited Condensed Consolidated Balance Sheets. Upon settlement, any gain or loss will be amortized in earnings over the life of the future
debt issuance as a component of interest expense on the Consolidated Statements of Operations.

Fair Value of Derivatives

The following table presents the fair value of NJR's derivative assets and liabilities recognized on the Unaudited Condensed Consolidated Balance
Sheets as of:

Fair Value
March 31, 2020 September 30, 2019
Asset Liability Asset Liability

(Thousands) Balance Sheet Location Derivatives Derivatives Derivatives Derivatives
Derivatives not designated as hedging instruments:
Natural Gas Distribution:
Physical commodity contracts Derivatives - current $ 131 $ 175 $ 67 $ 245
Financial commodity contracts Derivatives - current — 24 382 570
Interest rate contracts Derivatives - current — 6,692 — —
Energy Services:
Physical commodity contracts Derivatives - current 7,712 16,239 6,847 27,540

Derivatives - noncurrent 3,366 10,568 1,710 12,641
Financial commodity contracts Derivatives - current 27,585 15,641 17,806 29,057

Derivatives - noncurrent 5,288 1,391 5,716 6,105
Foreign currency contracts Derivatives - current — 423 1 211

Derivatives - noncurrent — 69 — 75
Derivatives designated as hedging instruments:
Home Services and Other:
Interest rate contracts Derivatives - current — 12,492 — —
Total fair value of derivatives $ 44,082 $ 63,714 $ 32,529 $ 76,444

Offsetting of Derivatives
The Company transacts under master netting arrangements or equivalent agreements that allow it to offset derivative assets and liabilities with the
same counterparty. However, the Company’s policy is to present its derivative assets and liabilities on a gross basis at the contract level unit of account on

the Unaudited Condensed Consolidated Balance Sheets.
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The following table summarizes the reported gross amounts, the amounts that the Company has the right to offset but elects not to, financial
collateral, as well as the net amounts the Company could present on the Unaudited Condensed Consolidated Balance Sheets but elects not to.

Offsetting
Amounts Presented Derivative Financial Collateral
(Thousands) on Balance Sheets ”  Instruments © Received/Pledged © Net Amounts “
As of March 31, 2020:
Derivative assets:
Energy Services
Physical commodity contracts $ 11,078 $ (4,493) $ (200) $ 6,385
Financial commodity contracts 32,873 (13,067) — 19,806
Total Energy Services $ 43,951 $ (17,560) $ (200) $ 26,191
Natural Gas Distribution
Physical commodity contracts $ 131 $ (102) $ = $ 29
Total Natural Gas Distribution $ 131 $ (102) $ — $ 29
Derivative liabilities:
Energy Services
Physical commodity contracts $ 26,807 $ (4,493) $ = $ 22,314
Financial commodity contracts 17,032 (13,067) (3,701) 264
Foreign currency contracts 492 — — 492
Total Energy Services $ 44,331 $ (17,560) $ (3,701) $ 23,070
Natural Gas Distribution
Physical commodity contracts $ 175 $ (102) $ — $ 73
Financial commodity contracts 24 — (24) —
Interest rate contracts 6,692 — — 6,692
Total Natural Gas Distribution $ 6,891 $ (102) $ (24) $ 6,765
Home Services and Other
Interest rate contracts $ 12,492 $ — $ — $ 12,492
Total Home Services and Other $ 12,492 $ — $ — $ 12,492
As of September 30, 2019:
Derivative assets:
Energy Services
Physical commodity contracts $ 8,557 $ (2,906) $ (200) $ 5,451
Financial commodity contracts 23,522 (19,646) — 3,876
Foreign currency contracts 1 1) — —
Total Energy Services $ 32,080 $ (22,553) $ (200) $ 9,327
Natural Gas Distribution
Physical commodity contracts $ 67 $ 9) $ — $ 58
Financial commodity contracts 382 (382) — —
Total Natural Gas Distribution $ 449 $ (391) $ — $ 58
Derivative liabilities:
Energy Services
Physical commodity contracts $ 40,181 $ (2,906) $ — $ 37,275
Financial commodity contracts 35,162 (19,646) (15