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BY THE BOARD:

As part of the restructuring approved in the Board’s Restructuring Order of August 24, 1999 in
Docket Nos. EO97070461, EO97070462 and EQ97070463, Public Service Electric and Gas
Company (Company or PSE&G) received a cash advance of $540 million from its affiliate PSEG
Power toward the recovery of the generating units’ stranded costs. The advance was to be
used to reduce PSE&G’s capitalization and was to be repaid from the revenues collected by
PSE&G from (1) its market Transition Charge (MTC); (2) the amortization of its excess
depreciation reserve; and (3) a $0.002 per kWh “retail adder” applied to the Basic Generation
Service (BGS).

The Board’s Restructuring Order provided that if, at the end of a four-year Transition Period, the
above noted revenue sources were not sufficient to fully repay the $540 million advance, the
shortfall was to absorbed by PSEG Power. [f the $540 million were to be over-recovered, the
excess revenue was to be refunded to PSE&G’s ratepayers by way of credits in the Societal
Benefits Charge (SBC).

In Phase | of the Deferred Balances proceeding (Docket No.ERO2080604) the Company
estimated there would be an over recovery of $205.1 million by the end of the Transition Period
(July 31, 2003). In Phase Il of the Deferred Balances proceeding the Company calculated an
over-recovery of $197.601 million based on actual transitional period data through July 31,
2003. |t is the calculation method used to arrive at this amount that is at issue in this
proceeding.



By letter dated May 13, 2005 the Board, in a letter from the Board’s Secretary, posed a series of
questions to the parties as to the appropriateness of the Company’s method of calculating the
amounts to be refunded to its ratepayers. Initial and reply comments addressing the Board’s
questions were filed by the Rate Counsel and the Company.

By letter dated January 31, 2007, the Company has requested that the issue of the
reconciliation of the Company’s MTC collections matter be transmitted to the Office of
Administrative Law (OAL) for the development of an evidentiary record, conduct of an
evidentiary hearing and an initial decision. Rate Counsel's response of February 2, 2007
contended that the positions of the parties are well known and an evidentiary hearing would only
serve to delay the process. Rate Counsel requested the Board hear this matter itself so that the
issue can be resolved quickly.

DISCUSSION AND FINDINGS |

The Board has carefully reviewed the comments filed in this proceeding as to whether the Board
should retain this matter or transmit it to the OAL. The Board FINDS that, given the dispute
between the Parties over the method of calculation of the MTC over-recovery, the Board in its
discretion should transfer the issue of the method of calculation of the MTC over-recovery and
the amount due ratepayers to the OAL for review, an evidentiary hearing if necessary and an
Initial Decision. By transmitting this matter to the OAL, the Board is not reaching a decision on
whether this issue would be appropriate for summary decision pursuant to N.J.A.C. 1:1-12.5 in
the event a party files such a motion with the Administrative Law Judge.
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The Board ORDERS that this proceeding, including all filings and comments received to date,
be transmitted to the OAL Office for a review of the issue of the method of calculation of the

MTC over-recovery and the amount due ratepayers. The Board requests that the OAL schedule
this matter on an expedited basis.
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