





















































Gregory Eisenstark PSEG Services Corporation
Assistant General Corporate Rate Counsel 80 Park Plaza — T5G, Newark, New Jersey 07102-4194

973-430-6281 fax: 973-430-5983
™ PSEG

email: gregory.eisenstark@pseg.com
Services ('ru/wﬁ'ﬂ//uu

July 24, 2009

VIA ELECTRONIC & REGULAR MAIL

Kristi 1zzo, Secretary
Office of the Secretary
Board of Public Utilities
Two Gateway Center
Newark, NJ 07102

RE: In the Matter of the Petition of Public Service Electric and Gas Company
for Approval of a Demand Response Program and Associated Cost Recovery
Mechanism Pursuant to the BPU Order I/M/O Demand Response Programs
for the Period Beginning June 1, 2009 — Electric Distribution Company Programs
BPU Docket No. EO08080544
Dear Secretary 1zzo:
Enclosed for filing is an original and ten (10) copies of a fully executed Settlement
Agreement in the above-referenced matter.

Respectfully submitted,

Sent by
Gregory Eisenstark, Esq.
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On July 1, 2008, the Board of Public Utilities (“Board” or “BPU”) issued an
Order in BPU Docket No. EO08050326 * pursuant to N.J.S.A. 48:3-98.1(a)(3) directing the
State’s electric distribution companies (EDCs) to file demand response programs by August
1, 2008. Among other things, the Demand Response Order directed that each EDC target a
specified amount of demand response within its service territory over a multi-year time
period. In the Demand Response Order the Board stated that, “Cost effectiveness will be a
primary criterion in the Board’s evaluation” (Demand Response Order, page 3). Pursuant to
the “RGGI” legislation, N.J.S.4. 48:3-98.1 et seq., the Board Staff conducted a pre-filing
meeting with the EDCs on July 1, 2008.

In the Demand Response Order, the Board ordered that the electric distribution
utilities’ proposals be geared toward achieving a statewide goal of 300 MWé of demand
response above current levels for Energy Year (EY) 2009%, and a total of 600 MWs of
demand response above current levels by the end\’ of EY 2011. The Board stated that
these goals are to be allocated among the four electric distribution companies based upon
their respective share of statewide electric load. For PSE&G, the allocated share of
electric load was determined to be 55 percent, thereby resulting in a target goal of 165

MW reduction for Public Service in EY 2009. Id. at pp. 2-3.

1 In The Matter Of Demand Response Programs For The Period Beginning June 1, 2009 — Electric Distribution
Company Programs, Order dated July 1, 2008, BPU Docket No. EO08050326 (hereinafter “Demand Response
Order”). ~

2 Energy Year 2009 begins on June 1, 2009 and ends on May 31, 2010.
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The Board also stated that these energy reduction goals are open to comment and further
review. Id.

On August 5, 2008, Public Service Electric and Gas Company (“Public Service”,
“PSE&G”, the “Company”), a corporation of the State of New Jersey, having its principal
offices at 80 Park Plaza, Newark, New Jersey, filed a petition with the Board pursuant to the
Demand Response Order and N.J.S.4. 48:3-98.1(a)(3). The petition was supported by
testimony and schedules of Frederick A. Lynk and Stephen Swetz. On August 21, 2008
PSE&G filed supplémental testimony and schedules, which included a cost-benefit analysis.

The BPU, in its Demand Response Order directed, among other fhings, each of the
State’s electric distribution utilities to submit proposals for demand response programs
that could be implemented by June 1, 2009, if épproved by the Board. See Demand
Response Order at p. 3.

PSE&G’s Petition sought Board approval to implement a demand response
program to be made available to all customer classes in an attempt to achiei;e the electric
load reduction goals set forth in the Board’s Demand Response Order. Public Service
proposed to target various customer classes in its Demand Response Program, specifically
the residential segment, a small commercial segment and a large commercial/industrial
segment. To accomplish‘ this, PSE&G proposed five sub-programs: (1) Residential
Central Air Conditioner Cycling Sub-Program; (2) Residentiai Pool Pump Load Control

Sub-Program; (3) Small Commercial Customer AC Cycling Sub-Program; (4)



-4

Commercial and Industrial (“C&I”) Curtailment Services Sub-Program; and (5) Load
Shifting Demonstration Sub-Program.

On August 29, 2008 Board Staff notified the Company by letter that its petition -
was not administratively complete under the Minimum Filing Requirements for Petitions
required by the RGGI Order dated May 12, 2008 (“RGGI Order™).

By Order dated September 22, 2008, the Board revised the procedural schedule for the
EDCs’ demand response filings®. In regard to the EDCs’ filings, the September 22, 2008 ,
Order stated:

Staff shall meet individually with each of the EDCs and Rate Counsel no

later than September 24, 2008, to the extent practicable, to identify those

programs within the EDCs' August 1 filings that may be reviewed within a

modification of the procedural schedule attached to the July 1 Order, as

well as those programs which will require extended review. Staff, the EDCs

and Rate Counsel will develop proposed procedural schedules for the latter

programs that will permit the implementation of programs approved by the

Board by June 1, 2010.

September 22, 2008 Order at p. 4.

Thereafter, PSE&G met with Board Staff and the Department of the Public
Advocate, Division of Rate Counsel (“Rate Counsel”) as directed in the September 22,
2008 Order. By letter dated September 26, 2008 to PSE&G, Board Staff memorialized,
among other things, the following agreements reached by PSE&G, Rate Counsel, and

Board Staff during their discussions on September 23, 2008: (i) the Residential Central

Air Conditioner Cycling Sub-Program and the Small Commercial Customer AC Cycling

3 [/M/O Demand Response Programs for the Period Beginning June 1, 2009 — Electric Distribution Company
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Sub-Program will be targeted for implementation in June of 2009; (ii) PSE&G will
update its privor discovery responses, including providing necessary data to support the
cost benefits of the programs; and (iii) PSE&G will develop a procedural schedule
targeting a June 2010 implementation regarding the Residential Pool Pump Load Control
Sub-Program, the Commercial and Industrial Curtailment Services Sub-Program, and thé
Load Shifting EPRI Demonstration Sub-Program (referred to hereinafter as the
“Remaining Sub-Programs”). Board Staff has not yet determined the Remaining Sub-
Programs to be administratively complete.

On September 22, 2008, PSE&G published notices of public hearings on its
proposal. Copies of the public notice were mailed to the Clerks of the Municipalities, the

Clerks of the Board of Chosen freeholders and the County Executives in the Company’s

‘electric service territory. The Board held public hearings on October 15, 2008 (New

Brunswick), October 20, 2008 (Hackensack), and October 23, 2008 (Mount Holly) to
solicit comments from members of the public on PSE&G’s proposal. No members of the
public appeared.

PSE&G has responded to discovery requests of BPU Staff and the Division of
Rate Counsel (Rate Counsel). In addition, PSE&G, BPU Staff, and Rate Counsel
(collectively, the “Parties”) have conducted settlement discussions and negotiations

concerning the Company’s Petition and proposed programs. The New Jersey Large

Programs, BPU Docket No. EO08050544, page 4 (hereinafter the “September 22, 2008 Order”).
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Energy Users Coalition (“NJLEUC”) participated in the settlement discussions, having
been granted intervenor status by Order dated April 23, 2009.
NOW, THEREFORE, THE UNDERSIGNED PARTIES AGREE AS FOLLOWS:

1. The Parties agree that PSE&G shall implement the Residential Central Air
Conditioner Cycling Sub-Program and the Small Commercial Customer AC Cycling Sub-
Program (collectively, the “Program™) as described and set forth in this Settlement
Agreement (“Settlement”). Based on the description of the Program herein,‘ and based
upon the assumptions and projections regarding future costs and revenues as of the date
of this Agreement, the Parties agree that the Program appears to be cost-effective, in
accord with the requirements of the Demand Response Order. Therefore, the Parties
request that the Board issue an Order approving this Settlement without modification.

2. ‘The Parties also agree that the Remaining Sub-Programs will not be
implemented at this time, but shall remain under review by the Board. The Parties agree
to develop a procedural schedule for the resolution of the Remaining Sub-Progréms or a
schedule will be established by Board action. The Parties stipulate and agree that the
Company’s filing, as supplemented by its discovery responses and additional information
provided, is administratively complete pursuant to the RGGI Order, with respect to the |
Residential Central Air Conditioner Cycling Sub-Program and the Small Commercial

Customer AC Cycling Sub-Program. The Parties reserve their rights to pursue additional



-7 -

discovery and other procedural rights with respect to the consideration of the Remaining

Sub-Programs.

The Parties agree that the Residential Central Air Conditioner (AC) Cycling

Sub-Program will be structured as follows:

Total Investment: Approximately $60.2 million (from 2009-2014)
Targeted Demand Reduction: 130.9 MW

The Sub-Program will be targeted to residential customers with central air
conditioning in PSE&G’s service territory.

Customers Currently Participating in the Legacy Program:

PSE&G will replace the existing equipment of participants of its existing AC
cycling legacy program (“Legacy Program™) to migrate to the new Residential
Central Air Conditioner Cycling Sub-Program in a systematic manner over a
five-year period.

Customers cﬁrrently participating in PSE&G’s Legacy Program will be
migrated to the new program over a five year period, after which the Legacy
Program will no longer operate.

Participants in the Legacy Program who choose to opt-out of the new Sub-
Program will not be migrated to the new Program.

Migrating customers that currently have switches installed on their AC units
will be given two options: (1) receive a new switch and continue to receive
ongoing monthly incentive payments of $4 for June through September, plus a
$1 per cycling event incentive; or (2) receive a new cycling thermostat, in
which case the incentives will be the thermostat plus a $50 one-time signing
bonus; there will be no ongoing incentives. '

Customers currently participating in PSE&G’s Legacy ‘Program that have
cycling thermostats will receive a new thermostat upon their migration to the
new Residential Sub-Program.
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e For each device that is found to be missing or inoperable and is replaced,
PSE&G expects an incremental 0.72 kW (or the then-PJM established and
allowed demand response credit per device) will be available for demand
response.

New Participants:

e The Residential Sub-Program will also be made available to new participants.
For each new participant enrolled, the incremental kW will be 0.72 kW (or the
then-PJM established and allowed demand response credit per device).

e New participants will have a choice of a cycling switch or a thermostat. If the
new participant chooses a switch, they will receive ongoing monthly incentive
payments of $4 for June through September, plus a $1 per cycling event

~ incentive. If the new participant chooses a thermostat, the incentives will be
the thermostat plus a $50 one-time signing bonus; there will be no ongoing
incentives.

PSE&G will also conduct a series of focus groups to test the viability of a single,
upfront cash incentive offer for customers who choose switches. The cost of
conducting the focus groups and producing a report is estimated to be $25,000, and
is included in the administrative costs for the Program. PSE&G will modify its
2009 marketing budget accordingly. PSE&G agrees to confer with both the BPU
Staff and Rate Counsel on the content of the focus group discussion guide.
PSE&G will use its best efforts to complete the focus group effort within four
months after the Board approval of this Demand Response Program. In order to
retain as many existing customers as possible in the residential cycling program,
and depending on the outcome of the focus groups, PSE&G may seek approval to
modify the offer. PSE&G will report the results of the focus groups to the Parties
as soon as complete.

PSE&G will specify the equipment that is compatible or that can be readily made
compatible with Advanced Metering Infrastructure (AMI) systems that may
ultimately be installed by PSE&G.

It is understood that any customer choosing a thermostat and accompanying
incentive will be required to participate in the sub-program for a minimum of two
years unless the customer moves or otherwise ceases to be a customer. If a
participant of the residential sub-program moves, the Company shall contact the
new occupants regarding participation in the sub-program.



All devices will be nominated or bid into all appropriate PJM Demand Response
(DR) market(s) or program(s) that they are eligible for.

Customers will not be allowed to override the cycling event.

PSE&G will use its own workforce to perform the installation work.

PSE&G will use a competitive solicitation to procure the switches and thermostats.
PSE&G will own the switches and thermostats.

Equipment will be purchased in a manner designed to minimize cost and
inventory.

This sub-program is designed to achieve the following load impacts.

Year 2009 2010 2011 2012 2013 2014
DR Installed 0 6.6 28.4 65.0 1014 | 1309
(MW)*

* Installed as of March 1 each year; figures are cumulative. This amount is
available to receive PJM DR benefits for the summer period in that year.
PSE&G will target delivery of load control capacity comprising 17% of the
eligible residential market (residential qustomérs with central air conditioners)
over the next five years including replacement/upgrade of existing Legacy
Program load control equipment and new participants. This represents a
replacement of existing controls and expansion to new participants to reach a
target of 168,300 residential customers representing 181,764 controls over the
long-run. The Parties agree that the yearly target number of customers

participation/migration is as follows:
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2009 | 2010 | 2011 2012 2013

Transfer Legacy participants | 4,731 | 15,377 | 33,119 | 33,119 | 31,937

New Participants 2,001 | 6502 | 14,005 | 14,005 | 13,504
Total Participants Added 6,732 | 21,879 | 47,124 | 47,124 | 45,441
Cumulative Participants 6,732 | 28,611 | 75,735 | 122,859 | 168,300

Marketing will initially target existing residential program participants with older

switches in order to change them to new switches or new thermostats.

Cycling Operations

For the EY commencing on June 1, 2009 for the Legacy Program and for the EY

commencing June 1, 2010 for the new Sub-Program, PSE&G will continue to

initiate up to 20 cycling events for reliability support and economic energy

management using the following criteria:

1) PIM’s declaration of a system emergency; or

2) Local distribution emergencies; or

3) A combination of a high Weighted Temperature Humidity Index (WTHI) of at
least 80, with high Locational Marginal Prices (LMP) of at least $250/MWh
forecasted for the day-ahead PTM market (average value over the period
between 2PM and 4PM) in the PS Zone.

Cyciing duration is expected generally to be up to six hours, but longer durations

may be required under certain limited circumstances in the event of a distribution

system emergency. Annually thereafter, PSE&G will conduct an assessment to

establish criteria for subsequent years, and share the results of such assessment

with the Parties.
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4, The Small Commercial AC Cycling Sub-Program will be structured as

Total Investment: Approximately $5.14 million (2009-2014)

Targeted Demand Reduction: 19.1 MW

/

The Small Commercial Sub-Program will be targeted to small commercial
customers under rate schedule GLP that have central air conditioning.
PSE&G will market the Small Commercial Sub-Program to eligible customers
through direct mail, bill messages, postings on the Company’s web site,
telemarketing, and other appropriate methods.
Enrolled customers will receive cycling thermostats.
PSE&G will own the thermostats.
For each new participant enrolled, the incremental kW impact is estimated to be
1.66 kW (or the then PJM established and allowed demand response credit per
device).
PSE&G will specify the equipment that is compatible or that can be readily made
compatible with AMI systems that may ultimately be installed by PSE&G.
Equipment will be purchased in a manner designed to minimize cost and
inventory.
This Sub-Program will be nominated or bid in all appropriate PJM DR market(s)
or program(s) for which it is eligible.

Customers will not be allowed to override the cycling event.
PSE&G will use its own workforce to perform the installation work
PSE&G will use a competitive solicitation to procure the load control devices.
The Small Commercial Sub-Program is designed to achieve the following load
impacts.

Year 2009 2010 2011 2012 | 2013 2014

DR Installed 0. 6.4 15.1 19.1 19.1 19.1
(MW)

* Installed as of March 1 each year; figures are cumulative. This amount is
available to receive PJM DR benefits for the summer period in that year.

PSE&G will provide incentives of $7.50 a month in each of the summer months of
June, July, August and September for each dévice installed. Enrolling customers

will be required to participate in the Sub-Program for a minimum of two years



-12-

unless the customer moves or otherwise ceases to be a customer. If the customer

drops out of the Sub-Program prior to the two-year period, PSE&G will recapture

the incentives paid.

e Cycling Operations

Fof the EY commencing June 1, 2010, the Small Commercial Sub-Program will be

operated in a manner similar to the Residential AC Cycling Sub-Program. PSE&G

will initiate up to 20 cycling events for reliability support and economic energy

management using the following criteria:

1) PJM’s declaration of a system emergency; or

2) Local distribution emergencies; or

3) A combination of a high WTHI of at least 80, with high LIMP of at least
$250/MWh forecasted for the day-ahead PJM market (average value over the
period between 2PM and 4PM) in the PS Zone.

Cycling duration is expected generally to be up to six hours, but longer durations

may be required under certain limited circumstances in the event of a distribution

system emergency.

5. The Parties agree that PSE&G will nominate or bid the Program capacity
into all appropriate PJM demand response market(s) or program(s) for which it is eligible. |
The Company represents that the Program design will comport with the applicable
requirements of PYM demand response wholesale market, with the intent that all revenues
from PIM will be used to offset program costs. PSE&G will monitor and verify the

performance of the Program, and establish the manner and frequency of kW reductions
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per participant, pursuant to the rules set forth in the applicable sections of the current PJM
Manual or tariff provisions addressing demand response. PSE&G will adhere to the
requirements of PJM’s market rules to ensure enrollment of the Program in the PIM
demand response programs. The Parties acknowledge that, based on the Federal Energy
Regulatory Commissioh’s order dated March 26, 2009 in Docket No. ER05-1410-000 et
seq. * the PIM Interruptible Load for Reliability (“ILR”) program will end beginning in
the 2012-13 energy year. The Parties therefore agree that the Company will bid the
Program capacity into the appropriate PJM Réliability Pricing Model (“RPM”) auctions
applicable for energy years 2012-13 and thereafter. The Parties also agree that, should
the rules for PIM’s DR programs or RPM auctions change in the future, PSE&G shall
determine the appropriate steps in regard to nomination of the Program into the then-
applicable PJM program(s) or market(s).

6. The Parties agree that the Program will help achieve the demand response
goals set forth in the Board’s Demand Response Order. The Company will commence the
roll-out of the Program approximately three months following program approval by the
Board.

| 7. PSE&G will attempt to resolve disputes with its customers informally in the
first instance. Disputes under any customer segment within the Program that involve any

monetary claims or civil damages will be resolved in an appropriate court of law.

+ PJM Interconnection, L.L.C., 126 FERC § 61,275 (2009).
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Disputes that involve PSE&G’s administration/billing of the Program that cannot be
resolved informally by PSE&G will be reéolved through the BPU’s existing process for
customer complaints within the appropriate Division.

8. The Parties agree that PSE&G shall recover all reasonable, prudently
incurred Program costs via a sepérate component of the electric RGGI Recovery Charge
(RRC) mechanism to be filed annually by the Company. Any Program costs that are
recovered through the RRC shall not be recovered through other rates in any fashion. The
Compaﬁy will competitively bid the equipment to be installed under the Program in order to
achieve the lowest cost availéble. The Company will use its best efforts to economically
coordinate equipment purchases with expected installations in order to minimize inventory.
PSE&G will imple’men“c the Demand Résponse component of the electric RRC after
Board approval of the Program, effective August 1, 2009 based upon forecasted
expenditures and usage for the first year of the Program.

9. The Parties agree that the overall cost of capital utilized to set rates for the
initial rate period of the Program will be that approved in the Company’s most recent gas
base rate case, BPU Docket No. GR05100845, which was 7.9591% (11.3092% on-a pre-
tax basis), based on a return on equity (“ROE”) of 10.0%. The Parties agree that any
change in the WACC authorized by the Board in a subsequent base rate case will be
reflected in the subsequent monthly revenue requirement calculations, effective as of the

date of the Board’s base rate case order authorizing a change in the WACC. The parties
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further agree that any change in the revenue requirement resulting from the change in the
WACC will not be included in the monthly interest calculation for over and under
recoveries until the date of the next scheduled annual true-up, but in any event, no later
than January 1 of the subsequent year..

10.  Effective August 1, 2009 the Parties agree that all of PSE&G’s legacy
Residential A/C Cycling program costs currently being recovered through the System
Control Charge (SCC) shall now be recovered through the new Demand Response
component of the electric RRC. Therefore, the Parties agree that PSE&G shall transfer
the deferred balance in the SCC to the demand response component of the electric RRC
on the date that the new RRC rate becomes effective, at which time the SCC rate will be
set to zero and the SCC will be terminated. The Parties also acknowledge that, in a
pending settlement agreement in BPU Docket No. EO04060395 (I/M/O Public Service
Electric and Gas Company’s Request for Deferral Accounting Authority for the Energy
Information and Control Network Pilot Program), BPU Staff, Rate Counsel, and PSE&G
have agreed that the Company will recover $4.728 million of costs related to the
MyPower pilot program by charging $4.728 million to the SCC deferred balance. The
Parties therefore agree that PSE&G shall transfer the remaining deferred SCC balaﬁce
(after crediting the aforesaid $4.728 million) to the demand response component of the

electric RRC.
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Thereafter, the Demand Response component of the RRC will be reviewed, trued-
up, and modified in an annual filing that PSE&G will make with the Board. Each annual
filing will contain a reconciliation of PSE&G’s actual recoveries (which were based on
projected Program costs) and actual revenue requirements for the prior period. Each
annual filing will also contain a forecast of revenue requirements for the upcoming 12-
month period that shall be based upon the Company’s then-current gas and/or electric
authorized overall rate of return and capital structure, including income tax effects.
Attachment 1 is the RRC tariff sheet, including vthe initial Demand Response component
based on this Settlement, to be approved by the Board. Attachment 2 is the revised.SCC
tariff sheet showing a zero charge. "'

11.  The Parties also agree that the Company’s carrying charges on its over- or
under-recovered deferred balances for this Program will be set at the Company’s interest
rate obtained on its commercial paper and/or bank credit lines utilized in the preceding
month. If both commercial paper and bank credit lines have been utilized the weighted
average of both sources of capital shall be used. In the event that neither commercial
paper nor bank credit lines were utilized in the preceding month, the last calculated rate
will be used. The interest rate shall not exceed PSE&G’s overall rate of return as
authorized by the Board in PSE&G’s most recent base rate case as identified in
Paragraphs 9 and 10 above. The interest amount charged to the DR component of the

electric RRC balance will be computed using the following methodology set forth in
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Attachment 3 attached hereto and made a part of this Settlement Agreement. The
caiculation of monthly interest shall be based on the net of tax average monthly balance,
consistent with the methodology set forth in Attachment 3. Simple interest shall accrue
on any under and over recovered balance, and shall be included in the deferred electric
and gas DR RRC balance at the end of each reconciliation period. The true-up
calculation of over- and under- recoveries shall be included in the Company’s annual
filing, |
12. The Parties agree that the following methodology- shall by used by the
Company to calculate the monthly revenue requirements of Program’s direct costs:
The Program investments are proposed to be treated either as separate classes of utility
plant or as regulatory assets, depending on the type of investment, and depreciated or
amortized as described in the corresponding section below. The monthly revenue
requirements associated with the' Direct Costs of the Program 'would be expressed as:
Revenue Requirements = (Cost of Capital * Net Investment) + Amortization or
Depreciation — Demand Response(DR) Revenues + Customer Incentives +
Administrative Costs
The details of each of the above terms are described as follows:

Cost of Capital — This is PSE&G’s overall weighted average cost of capital

(WACC) authorized by the Board the Company’s most recent electric and/or gas

base rate case, including income tax effects. The calculation deriving this current
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value, which is equal to 11.3092% on a pre-tax basis per year or 0.9424% per
month, is shown in Attaéhment 4 to this Settlement

Net Investment — This is the monthly average (beginning plus ending divided by 2)

net balance of:

A. The assets equal to the Program investments less their associated accumulated
depreciation and / or amortization. |

B. Capitalized IT costs less its associated accumulated amortization.

C. Accumulated Deferred I;lcome Tax (ADIT)

Depreciation/Amortization — The Depreciation or Amortization of the Program is

composed of two components:

A. The dépreciation or amortization of each of the Program investments is ten
years for béth book recovery and tax depreciation. The amortization/depreciation would
be based on a monthly vintaging methodology instead of the mass property accounting

typically used for utility property. |
| B. The amortization of the Capitalized IT costs. It is anticipated thaf a Demand
Response Program management system for these sub-programs will be needed. Costs
associated with the management system will be accounted for in accordance with
PSE&G’s existing capitalization policy. It is currently estimated that this management

system will cost approximately $750,000 and be amortized over five years.
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DR Revenues — This is the amount of ILR Revenue, DR Energy Payments or other

available DR related revenues that the Company receives through the operation of
the Program. This amount will reduce revenue requirements.

Customer Incentives — This is the amount paid to Program participants as

compensation for allowing PSE&G to control their electric load in accordance
with the Program rules.

Administrative Costs — Administrative Costs would include any incremental

PSE&G labor and other related on-going costs required to run the Program.
SCHEDULES SS-3a and SS-3c (revised) are attached hereto in Attachment 5, setting
forth the forecast monthly revenue requirements for each of the Sub-Programs. A typical
residential electric customer using 722 kilowatthours per summer month and 6,960
kilowatthours on an annual basis and on BGS-FP service with PSE&G would see a
decrease in the annual bill from $1,277.64 to $1,277.28 or $0.36 or approximately
(0.3)%as a result of the Board’s approval of the Program. See Attachment 6. The
maximum forecast rate impact would occur in 2013, when the same typical residential
electric customer would see an increase in the annual bill of $1.12, or .088%.

13.  The Parties agree that DR Revenues will be used to offset annual costs
associated with the Demand Response component of the RRC.

14. On February 17, 2009, the federal American Recovery and Reinvestment

Act of 2009 (ARRA) (Pub. L. No. 111-5) was signed into law by President Barack
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- Obama. Subject to any restrictions set forth in the ARRA and other applicable law, if the

Company gets federal funds or credits directly related to the Program through the ARRA,
the Company agrees to utilize that money to offset the Program’s costs. If funding or
credits from the ARRA or any subsequent state or federal action becomes available to the
Company through the State of New Jersey, a County or Municipality for project
reimbursement, the Company agrees that any such funds or credits directly applicable to
work related to the Program will be used to benefit customers by offsetting the costs for
which recovery will be sought to the extent permitted'by law.

15.  The cost effectiveness of the Program will be reviewed in the future annual
filings using actual data. The first evaluation shall occur prior to EY2011 in sufficient
time to revise/expand the Program, if necessary. Such evaluation should occur no later
than one month after receipt of the evaluation results to discuss any modifications of the
Program based on the evaluation results, and to discuss the parameters of any subsequent
Program evaluation.

16. The Parties agree that PSE&G shall report the following information
accompanied by explanations for any material variance between actual values and
planned or budget values to the Board, with copies to the Parties, on an annual basis:

a) Number of legacy switches replaced with thermostats
b) Number of legacy switches replaced with switches

¢) Number of new customers enrolled
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d) Number of customers who drop out

e) Number and type of new devices installed

f) Nominations to PJM

g) Program costs by category

h) Capitalized césts

i) Administrative costs

j) Participant incentives

k) Results of any prograni evaiuations

) Results of market research

m) Type of equipment installed

n) Curtailment binformation such as date, duration, criteria used for economic
dispatch, duty-cycled used, etc.

o) PIM payménts received.

p) Projected PJM payments for future periods.

q) Monthly revenue requirement calculation.

r) Monthly revenues received

s) Calculation of interest on over/under recoveries.

t) Supporting documentation for monthly interest rate used for over/under

recoveries.
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17.  The Parties request that the Board issue an Order approving this Settlement
Agreement without modification.

18.  With respect to cost recovery granted by the Board for demand response
programs pursuant to N.J.S.A. 48:3-98.1, NJLEUC has proposed three alternative
provisions for large commercial and industrial ("Cé&I") customers: an opt-out provision,
to allow a large C&I customer to opt out of a utility-sponsored. demand response i)rogram
based on the customer's investments or plans to invest ih demand response measures of its
own; a surcharge phase-out provision, to establish usage-based tiers with the surcharge
amount decreasing as éonsumption increases; and a hard cap provision, to place an annual
cap on charges payable by large C&I customers for Utility sponsored demand response .
programs.

Staff supports the establishment of a separate, generic Board proceeding to address
the NJLEUC proposals. This statement of support for a generic proceeding does not -
represent the expression of a position by any party to the Stipulation with respect to the
merits of any of the NJLEUC proposals. Aside from this statement of support by Board
Staff, the Parties reserve all of their rights in any subsequent'proceeding to take any
position they deem appropriate, to make any arguments they deem appropriate, to offer
any alternative proposal‘s, or to seek to expand the scope of a proceeding. The Company

and Rate Counsel take no position regarding this issue.
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19. The Parties agree that this Settlement Agreement was negotiated and
agreed to in its entirety with each section being mutually dependent on approval of all
other sections. Therefore, if the Board modifies any of the terms of this Settlement
Agree;rlent, each Party is given the option, before implementation of any different terms
in this case, to accept the chénge or to resume the proceeding as if no agreement had been
reached. Ifthese proceedings are resumed, each Party is given the right to return to the
position it Wés in before this Settlement Agreement was executed.

20. It is specifically understood and agreed that this Settlement Agreement
represents a negotiated agreement and has been made exclusively for the purpose of this
proceeding. Except as expressly p‘rovided' herein, the Parties shall not be deemed to have
approved, agreed to, or consented to any principle or methodology‘ underlying or
supposed to underlie any agreement provided herein in total or by specific item. The
Parties further agree that this Settlement Agreement is in no way binding upon them in

any other proceeding, except to enforce the terms of this Settlement Agreement.

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

Gregory Eisenstark
Assistant General Corporate Rate Counsel

DATED: 7-2%-09
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ANNE MILGRAM
ATTORNEY GENERAL OF NEW JERSEY
Attorney for the Staff of the

_ Board of Public Utilities

N

Jessica Campbell, Deputy Attorney General
Alex Moreau, Deputy Attorney General

DATED: ﬁ{%ﬂ?a 009

RONALD K. CHEN

PUBLIC ADVOCATE OF NEW JERSEY
STEFANIE A. BRAND, DIRECTOR
DIVISION OF RATE COUNSEL

éy: 6‘(7/&/‘“1 /&r ,%WL

Stefanid,A. Brand, Director
pATED: _ DNy QY 2004




Attachment 1

PUBLIC SERVICE ELECTRIC AND GAS COMPANY XXX Revised Sheet No. 64C
Superseding
B.P.U.N.J. No. 14 ELECTRIC XXX Sheet No. 64C

RGGI RECOVERY CHARGE

Charge
(cents per kilowatthour)

Component:

Carbon Abatement PrOgram ... ...ccerioie ettt s 0.0020
Demand Response Working Group Modified Program ..o 0.0049
Demand RESPONSE PrOGIAM ......coieiiiiieiiiieriiire et seeeee oo s sessbe s n s sstss e e re s esesennns - 0.0067
Sub-total per KiloWatthOUT .........coeveeeiiiecire i 0.0136
Charge including New Jersey Sales and Use Tax (SUT)........cccccocciviviiiiiincneeccc 0.0146

RGGI RECOVERY CHARGE

This charge is designed to recover the revenue requirements associated with the PSE&G Regional
Greenhouse Gas Initiative (RGGI) programs. The charge will be reset nominally on an annual basis.
For the Demand Response Working Group Modified Program, interest at the two-year constant
maturity treasury rate plus 60 basis points will be accrued monthly on any under- or over-recovered
balances. For all other programs, interest at the weighted average of the interest rates on PSE&G'’s
commercial paper and bank credit lines utilized in the prior month will be accrued monthly on any
under- or over- recovered balances. The interest rates shall be reset each month.

Date of Issue: . Effective:
Issued by FRANCES |. SUNDHEIM, Vice President and Corporate Rate Counsel
80 Park Plaza, Newark, New Jersey 07102
Filed pursuant to Order of Board of Public Utilities dated

in Docket No.



Attachment 2

PUBLIC SERVICE ELECTRIC AND GAS COMPANY XXX Revised Sheet No. 64
Superseding
B.P.U.N.J. No. 14 ELECTRIC ‘ XXX Revised Sheet No. 64
SYSTEM CONTROL CHARGE
Charge -

(cents per kilowatthour)
SYSTEM CONTROL CHARGE
107 T 13U O OO SO ERR 0.0000
Charge including New Jersey Sales and Use Tax (SUT)......ccccovveiininicc i 0.0000
SYSTEM CONTROL CHARGE

This mechanism is designed to provide recovery of costs associated with the operation of certain
programs as approved by the BPU. Actual costs incurred by the Company will be subject to deferred
accounting. Interest at the two-year constant maturity treasury rate plus 60 basis points will be
accrued monthly on any under- or over-recovered balances. This interest rate shall change each
August 1. ’

Date of Issue: Effective:
Issued by FRANCES !. SUNDHEIM, Vice President and Corporate Rate Counsel
80 Park Plaza, Newark, New Jersey 07102
Filed pursuant to Order of Board of Public Utilities dated
in Docket No.
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Attachment 6

TYPICAL RESIDENTIAL ELECTRIC BILL IMPACTS

The effect of the proposed change in the electric RGG] Recovery Charge and System Control

Charge on typical residential electric bills, if approved by the Board, is illustrated below:

Residential Electric Service

If Your Then Your And Your And Your
Monthly And Your Present Proposed Your Annual Percent
Summer Annual kWhr | Annual Bill (1) | Annual Bill (2) | Bill Change Change

kWhr Use Is: Use Is: Would Be: Would Be: Would Be: Would Be:
170 1,800 $350.40 $350.28 ($0.12) (0.03%)
360 3,600 671.60 671.44 (0.16) (0.02)
722 6,960 1,277.64 1,277.28 (0.36) (0.03)
803 7,800 1,431.87 1,431.45 (0.42) (0.03)
1,250 12,000 2,205.64 2,205.08 (0.56) (0.03)

(1) Based upon current Delivery Rates and Basic Generation Service Fixed Pricing (BGS-FP)
charges in effect June 1, 2009 and assumes that the customer receives BGS-FP service

from Public Service.

(2) Same as (1) except includes the change for the Demand Response Program component of

the RGGI Recovery Charge and the System Control Charge.

Residential Electric Service

Then Your And Your
And Your Present Proposed Your Monthly And Your
If Your Monthly Monthly Monthly Summer Bill Percent
Annual kWhr Summer Summer Bill Summer Bill Change Change
Use Is: KWhr Use Is: | (3) Would Be: | (4) Would Be: Would Be: Would Be:
1,800 170 $32.74 $32.73 ($0.01) (0.03%)
3,600 360 66.62 66.60 (0.02) (0.03)
6,960 722 132.81 132.78 (0.03) (0.02)
7,800 803 148.36 148.32 (0.04) (0.03)
12,000 1,250 234.17 234.11 (0.06) (0.03)

(3) Based upon current Delivery Rates and Basic Generation Service Fixed Pricing (BGS-FP)
charges in effect June 1, 2009 and assumes that the customer receives BGS-FP service

from Public Service.

(4) Same as (3) except includes the change for the Demand Response Program component of

the RGGI Recovery Charge and the System Control Charge.




