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BY THE BOARD:

BACKGRQUND/PROCEDURAL HISTORY

In the May 1, 2012 Order, in this Docket ("May 1 Order”}, on remand from the decision of the
New .Jersey Supreme Court, In_re Provision of Basic Generation Service for the Period
Beginning June 1, 2008, 205 N.J. 339, (2011), and after an opportunity for comment, the New
Jersey Board of Public Utilities ("Board”) approved the pass-through to ratepayers of the costs
of solar renewable energy cerificates (*“SRECs") above $300 per MWh for SRECs suppliers
were required to obtain to satisfy their obfigations under the Board’s renewable portfolio
standards (“RPS") for energy provided (1) from June 1, 2008 through May 31, 2009 under the
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2006 basic generation service — fixed price ("BGS-FP"} contracts; and (2) from June 1, 2008
through May 31, 2010 under the 2007 BGS-FP contracts, provided that it can be shown that
those costs were reasonably and prudently incurred.

in the May 1 Order, the Board also directed the Electric Distribution Companies (EDCs) to
resubmit to the Board the cost recovery filing previously submitted in connection with the 2008
proceeding no later than July 1, 2012, with revisions if necessary to account for the fact that all
of the 2008 and 2007 BGS contracts have now been fulfilled. The Board also directed that the
filing provide a proposed rate recovery mechanism and a method for BGS suppiiers to
demonstrate that any incremental costs were reasonably and prudently incurred. As part of any
rate recovery mechanism, BGS suppliers will be required to provide documentation justifying
recovery, and the EDCs will be required to review and verify the costs requested to be
recovered in rates and included in the filing. May 1 Order at 16.

To expedite the review of the above referenced filing, as authorized by N.J.5.A. 48:2-32, the
Board designated President Hanna as the presiding officer, authorizing him to rule on all
motions that arise during the proceedings and modify any schedules that may be set as
necessary to secure just and expeditious determination of the issues. May 1 Order at 17.

In compliance with the Board's May 1 Order, on June 26, 2012, the EDCs made a joint filing
proposing a mechanism for determining the cost of SRECs above the $300 benchmark for
BGS-FP contracts for the June 1, 2006 through May 31, 2009 supply period and for the June 1,
2007 through May 31, 2010 supply period, and a process to pass these costs through to
ratepayers. The filing includes 1} a mechanism to determine if incremental SREC costs claimed
by BGS-FP suppliers are reasonable and prudent, 2) a proposal to recover the subject costs
from ratepayers, and 3) a methodology for reimbursing BGS suppliers.

President Hanna directed that a preliminary schedule be implemented for this proceeding to
consider the EDCs’ proposed mechanism for determining: 1) the reasonableness and prudency
of the costs for SRECs above the $300 benchmark which are incurred by BGS suppliers for
BGS-FP contracts for the June 1, 2008 through May 31, 2009 supply period, and the June 1,
2007 through May 31, 2010 supply peried, and 2} a process to pass these costs through to
ratepayers. Further, fo expedite the review of the EDCs' proposal, President Hanna also
directed Staff to convene a stakeholder meeting (with additional meetings scheduled if required)
for interested parties. President Hanna also indicated that as part of this stakeholders’ meeting,
the EDCs would explain their joint filing in this matter, as well as answer any questions. The
EDCs should also be in a position to provide examples of how a BGS supplier would calculate
the costs of SRECs above $300 it is claiming it incurred and for which it is requesting recovery.

Board Staff then sponsored a series of meetings with representatives of the EDCs, the New
Jersey Division of Rate Counsel (“Rate Counsel”) and other parties including Basic Generation
Service (BGS) suppliers to explore the possibility of settlement. An initial settlement conference
was held on August 17, 2012. A second settlement conference was held on August 30, 2012,
and a subsequent telephone settlement conference took place on October 5, 2012. As a result
of these discussions, the EDCs, Board Staff and Rate Counsel agreed to execute and submit
the attached Stipulation of Settlement (“Settlement”).
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STIPULATION OF SETTLEMENT

The Settlement includes: 1) a mechanism for suppliers {0 demonstrate that incremental costs
were reasonably and prudently incurred; 2) a mechanism to recover the subject costs from
ratepayers, and, 3) a methodology for reimbursing suppliers.

As an initial matter, payments to suppliers would only be calculated for SREC obligations
resulting from the BGS-FP load served under the June 1, 2006 through May 31, 2009 and June
1, 2007 through May 31, 2010 supplier master agreements, referred to in the Settlement as
“‘grandfathered” SREC obligations. The Settlement expressly prohibits reimbursement of
brokers’ fees and any interest associated with supplier expenditures.

The Settlement requires suppliers seeking reimbursement to provide information on the total
number and cost of SREC purchases, the number of Solar Alternative Compliance Payments
(“SACPs"} paid, along with a statement of the RPS compliance requirements for Reporing
Years 2009 and 2010, which will be used to develop the suppliers’ cost of compliance. The
portion of this cost that is above $300/MWh becomes the maximum reimbursement for the
supplier. After review of all supporting documentation, the total payment to the supplier would
be calculated on a statewide basis, and then responsibility for that payment apportioned to
each EDC based on the “grandfathered” load in the EDC's zone during the relevant period.

The methodology defined in the Setilement prevents BGS suppliers that sold SRECs that
could have been used for RPS compliance from seeking full recovery based on payment of the
SACP in lieu of using lower priced SRECs. If a BGS supplier purchased more SRECs than it
required to satisfy its statewide RPS obligation, then the method proposed by the Settlement
wauld reimburse the supplier for the difference between its average purchase price for SRECs
and $300/MWh (i.e., incremental SREC costs) for the amount “grandfathered,” on an individual
reporting year basis for Reporting Year 2009 and Reporting Year 2010.

The Settlement requires that suppliers document, and the EDCs confirm, the number of
grandfathered SRECs. Board Staff and Rate Counsel will additionally have the opportunity to
review documentation provided by suppliers seeking reimbursement. Specifically, each
supplier will be required to submit documentation relating to its statewide SREC RPS
requirements (total solar compliance requirements for each EDC). Documentation will consist
of invoices, contracts or confirmations to document all SREC purchasing transactions by the
supplier and its Third Party Supplier ("TPS") affiliates. Suppliers’ documentation will be
submitted to the EDCs and reviewed for accuracy by an independent consuitant. The
consultant’s conclusions regarding supplier reimbursement will be included in a Verification
Filing to be submitted by the EDCs for Board review and approval. Board Staff and Rate
Counsel wilt have access to the suppliers’ documentation upon submission of the Verification
Filing, and the right to challenge transactions for any document deficiencies.

By requiring documentation of SREC purchases from a supplier and its affiliated TPSs, the
Setilement avoids “gaming the system,” i.e., the proposed methodology avoids the risk that a
supplier can attribute more costly SRECs to its BGS-FP obligation for reimbursement from
New Jersey ratepayers while assigning less costly SRECs to the related TPS.

The Settlement provides for reimbursement of suppliers only after: (1) the EDCs receive Board
approval of the recovery mechanism; (2) suppliers submit required documentation; (3) the
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EDCs' jointly retained consuitant reviews and verifies the supplier documentation, and the
EDCs submit the results of the consultant’s review to the Board; (4) the EDCs receive Board
approval of the amount to pay suppliers; and, (5) the 45-day time periods to appeal the Orders
approving the recovery mechanism and the payment amounts have passed.

In the monthly payment statement following the completion of the above conditions, each
supplier will be paid in a single lump sum by each EDC where it supplied load during the
relevant period. As mentioned above, no interest will be credited to the supplier for these
incremental SREC payments. While suppliers will be paid in a single lump sum, the EDCs
propose to recover the costs of reimbursement from ratepayers through the BGS reconciliation
charge over multiple periods not to exceed six months, if needed to moderate the impact of this
limited rate adjustment on BGS-FP ratepayers.?

DISCUSSION AND FINDINGS

Based upon the record and comments submitted in this matter, the Board HEREBY FINDS that
the Settlement satisfies the requirements established in its May 1 Order, providing BGS
suppliers with a mechanism to recover reasonable and prudently incurred costs incurred in the
provision of BGS, and providing the EDCs with a rate recovery mechanism.

The Settlement limits BGS suppliers to reimbursement of actual, direct RPS compliance costs
incurred in the provision of BGS, prohibiting recovery of brokers' fees or interest. The Board
HEREBY FINDS that in limiting recovery to the actual, direct compliance costs, the Settiement
balances the Board’s goal of treating these suppliers fairly with the need to minimize the impact
of this recovery on ratepayers. As stated above, the Settlement ensures BGS suppliers cannot
revise their SREC portfolios to keep profitable SREC transactions, while seeking recovery for
higher-cost SREC purchases. Furthermore, the Settlement also prevents a BGS supplier that
sold SRECs that could have been used for RPS compliance from seeking full recovery if that
supplier paid the SACP in lieu of using lower priced SRECs to satisfy the solar RPS obligation.
In addition, the Board notes that BGS suppliers will be required to provide substantial
documentation in a review process defined by the Settlement, which includes a review by an
independent consuitant with an opportunity for additional review by Board Staff and Rate
Counsel, and offers additional safeguards to ratepayers that BGS supplier reimbursement will
be limited solely to incremental SREC costs in excess of $300/MWh.

Further, the Board believes that the Settlement benefits BGS suppliers by establishing a means
to provide compensation in the form of a single lump sum payment, which will provide
appropriate closure to this extended proceeding.

Furthermore, the Board FINDS that use of the BGS reconciliation charge as the means for the
recovery in rates is appropriate, and as the Settlement permits that reimbursement from
ratepayers will occur over multiple periods not to exceed six months, the Settlement moderates
the impact of this limited rate adjustment on New Jersey's BGS-FP ratepayers.

The Board, after providing notice and an opportunity for comment, and having carefully
reviewed the record to date in this proceeding and the Settiement, HEREBY FINDS that subject
to the terms and conditions stated below, the Settlement is reasonable, in the public interest and

? However, if an EDC has a cap on the reconciliation charge, the length of the recovery period will be as
long as necessary to ensure the full recovery.
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in accordance with its May 1 Order. Accordingly, the Board HEREBY APPROVES the attached
Settlement in its entirety.

To implement the provisions of the Settlement, the Board HEREBY ORDERS that:

1.

BGS-FP suppliers seeking reimbursement for incremental SREC costs shall complete
and submit all forms and documentation as described in the Settlement within the
timeframes provided;

The EDCs shall jointly retain a consultant to review and verify suppliers’ documentation
for reimbursement, and that the EDCs shall notify Rate Counsel and Board Staff of the
consultant’'s selection prior to commencement of the review process:

The EDCs are authorized to recover the costs of the consuitant, allocated according to
BGS load share, through the BGS reconciliation charge, after notice and opportunity for
review by Board Staff and Rate Counsel:

The EDCs are authorized to provide reimbursement to suppliers in a single payment
after completion of the review process as described in the Settlement and Board
approval; and

The EDCs are authorized to recover the Board approved supplier reimbursement
through the BGS-FP reconciliation charge, after notice to Board Staff and Rate Counsel
of the proposed recovery period which may be spread over multiple periods if needed to
moderate the impact on customers.

DATED: a-//q //9-/ BOARD OF PUBLIC UTILITIES
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It is hereby AGREED, as of the 22nd day of October 2012, by and between Public
Service Electric and Gas Company, Jersey Central Power & Light Company, Atlantic
City Electric Company, Rockland Electric Company, Staff of the New Jersey Board of
Public Utilities (the “Board” or *BPU"), the Division of Rate Counsel (“Rate Counsel™}),
{collectively referred to in this document as the “Parties”) to execute this Stipulation of

Settlement (the “Settlement™) in the above-captioned proceeding.
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BACKGROUND

1. InaMay 1, 2012 Order, the Board approved the pass-through to ratepayers of the cost
of certain Solar Renewable Energy Certificates (“SRECs™) and Solar Alternative Compliance
Payments (“SACP™) above a $300 per megawatt-hour threshold for Basic Generation Service-
Fixed Price ("BGS-FP™) contracts covering the June {, 2006 through May 31, 2009 and the June
I, 2007 through May 31, 2010 supply periods. Decision, VA/QO Increased Solar Alternative
Compliance Payments (“SACP") Impacting the 2006 and 2007 BGS Supplier Master
Agreements, BPU Docket No. EO11040215 (May 1, 2012) (the *May 2012 Order™).

2. The May 2012 Order further directed Public Service Electric and Gas Company, Jersey
Central Power & Light Company, Atlantic City Electric Company, and Rockiand Electric
Company {collectively, the “EDCs™) to submit to the Board for approval by July 1, 2012, the
proposed rate recovery mechanism intended to reimburse only suppliers with BGS-FP Supplier
Master Agreements (“SMAs™) for 2006-9 and 2007-10 for the period June 1, 2008 through May
3}, 2009 (“Reporting Year 2009”") and the period June 1, 2009 through May 31, 2010
(“Reporting Year 2010™) (collectively, “Suppliers™) for these incremental costs, including a
method for Suppliers to demonstrate that these costs were reasonably and prudently incurred.

3. in compliance with the May 2012 Order, the EDCs, on June 26, 2012, submitied a
methodelogy for qualifying SREC/SACP costs in excess of $300 per MWh and proposed a rate
recovery mechanism for costs associated with paying Suppliers for these incremental
SREC/SACP costs (the “Reimbursement Proposal™). The Reimbursement Proposal included:

(a) a mechanism for Suppliers to demonstrate that incremental costs were reasonably and
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prudently incurred; (b) a mechanism to recover the subject costs from ratepayers; and (¢) a
methodology for reimbursing Suppliers.

4. The Reimbursement Proposal uses Suppliers’ information on the total number and cost
of SREC purchases, the number of SACPs, along with Renewable Portfolio Standard (“*RPS™)
compliance requirements for Reporting Years 2009 and 2010, to develop the Suppliers’
reasonable and prudent cost of compliance. The portion of this cost that is above $300/MWh
becomes the reimbursement for the Supplier. The total payment to the Supplier would be
calculated on a statewide basis and then apportioned to each EDC based on the grandfathered
load in the EDC’s zone.

5. As described by the Reimbursement Proposal, payments to Suppliers would only be
calculated for SREC obligations deemed to be grandfathered. The Reimbursement Proposal
defined the term “grandfathered SREC obligations™ as referring to the SREC obligations that
result from the BGS-FP load served under the June 1, 2006 through May 31, 2009 and June 1,
2007 through May 31, 2010 SMAs. Non-grandfathered SRECs will refer to the SREC
obligations that result from the BGS-FP load served under the June 1 2008 through May 31,
201t SMAs and any Commercial and Industrial Energy ("CIEP”) load. Suppliers will document
and the EDCs will confirm the number of grandfathered SRECs.

6. The Reimbursement Proposal advocates recovery of amounts payable to Suppliers
through the BGS-FP reconciliation charge, with the option to spread the impact over muitiple
periods, if necessary to moderate customer billing tmpacts.

7. The Reimbursement Proposal also proposes that Suppliers be paid after the following

conditions were met: (a) the EDCs receive Board approval of the recovery mechanism; (b) the



Suppliers submit required documentation; (c¢) the EDCs jointly review and verify Supplier
documentation and submit the results of their review to Rate Counsel and the Board; {d) the
EDCs receive Board approval of the amount to pay Suppiiers; and (e) the 45-day time periods to
appeal the Orders approving the recovery mechanism and the payment amounts have run,

8  On August 17, 2012, the Parties held an initial settlement conference. A second
settfement conference was held on August 30, 2012, and a subsequent telephone settlement
conference was held on October 5, 2012, Following said settlement conferences and settlement
telephone conferences, the Parties agreed to submit this Settiement, the terms of which are set

forth below.

Specifically, the Parties hereby STIPULATE AND AGREE to the following:

9. The Parties have reviewed the Reimbursement Proposal and agree that its terms, as
modified by this settlement, are consistent with the Board’s May 2012 Order and provide a
reasonable mechanism for Suppliers to demonstrate that incremental costs were reasonably and
prudently incurred, a reasonable mechanism to recover the subject costs from ratepayers, and a
reasonable methodology for reimbursing Suppliers.

10. The Parties request that the Board approve in its entirety the methodology for
Suppliers to define incremental SREC costs eligible for recovery as set forth in Attachment 1 of
the Reimbursement Proposal (“Determination of Incremental SREC Costs™).  The
Reimbursement Proposal is attached and incorporated by reference into this Settlement.

11. The Parties request that the Board require Suppliers seeking reimbursement for

incremental SREC/SACP costs above $300/MWh to submit to the EDCs documentation defined



in Attachment 1 of the Reimbursement Proposal and as follows: Each Supplier wiil be required
to submit documentation relating to its statewide Solar RPS requirements (total solar compliance
requirements for each EDC). Documentation will consist of invoices, contracts or confirmations
and proof(s) of payment to document al! SREC purchasing transactions by the Supplier and its
Third Party Supplier (“TPS™) affiliates. All SREC purchase transactions cover any and ali
SRECs purchased that were eligible to be used for RPS compliance in Reporting Years 2009 and
2010 (including SRECs purchased during the two month “true-up” window, i.e., June and July
2009 and 2010, respectively). As noted herein, “affiliates” are defined for purposes of this
Settlement and the Supplier Affidavit (Attachment 2 of the Reimbursement Proposal) as TPS
affiliates of a Supplier.

12. The Parties recommend that the Board direct each Supplier seeking reimbursement
pursuant to this Settlement to submit the two completed input templates provided as Attachment
3 in the (attached) Reimbursement Proposal, an additional Summary Documentation template
provided in Attachment 4, along with invoices, contracts or confirmations covering ail New
Jersey SREC purchases eligible for use for RPS compliance in Reporting Years 2009 and 2010.
The Summary Documentation Data template witl be used to ensure provision of all necessary
SREC transaction data. As noted in the Summary Documentation Data template, suppliers will
provide cost data to identify the net cost without broker fees in these documents. Finally,
Suppliers will submit a completed, sworn affidavit stating that all data submitted is accurate and
complete in the form of affidavit that ts included as Attachment 2 of the Reimbursement

Proposal, Supptiers shall submit this information fo each of the four EDCs. Any Supplier
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requesting reimbursement must submit all documentation to all EDCs within 30 days of the
effective date of a Board Order approving this Settiement.

13. The Parties recommend that the Board direct the EDCs to retain an independent
consultant chosen by the EDCs to jointly review and verify Supplier documentation. The EDCs
will submit the results of the consultant’s review (the “Verification Filing”) to the Board no later
than 75 days after the effective date of a Board Order approving this Settlement. The cost for the
consultant will be allocated using the BGS load share for each and recovered through each
EDC's BGS reconciliation charge. The EDCs will notify Rate Counsel and Staff of their
consultant selection prior to the initiation of the review and verification process.

i4. The Verification Filing shail request issuance of a Board Order authorizing a) each
EDC’s recovery of incremental SREC costs for Reporting Year 2009 and Reporting Year 2010
in excess of $300/MWh, as set forth in Attachment 1, and b) disbursement to individual
Suppliers who have satisfied the documentation requirements defined in this Settlement.

15. The Parties stipulate that, following the Verification Filing, Board Staff and Rate
Counsel have the right to review the documentation provided by the Suppliers to the EDCs to
verify the accuracy of the statements or computations presented in the Verification Filing.
Documentation of SREC transactions provided by Suppliers shall be considered confidential
market-sensitive data and will be made available to Board Staff and Rate Counsel pursuant to a
signed confidentiality agreement.

16. The Parties agree that Board Staff and/or Rate Counsel shall notify the EDCs and
individual Suppliers of alleged document deficiency/ies prior to the lapse of 30 days from the

date of electronic receipt of the Verification Filing, and any objection made thereafter shall be
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deemed waived. Such objection shall clearly define the transaction(s) for which documentation
is alleged to be deficient.

17. If Board Staff and/or Rate Counsel raise an objection to recovery based on concerns
regarding one or more individual Suppliers’ documentation, Suppliers notified of such document
deficiency(ies) shall have 15 days in which to cure. If the Supplier(s) is/are unable to cure the
defictency(ies), the recovery to be granted shall be reduced by the disputed amount and reflected
in a revised Verification Filing.

18. The Parties urge the Board to direct each EDC to provide reimbursement to Suppliers
where they had grandfathered load in a single lump sum in the monthly payment statement
fotllowing the completion of the above conditions. Furthermore, the Parties agree that no interest
shall be credited on behalf of the Supplier for these incremental SREC payments.

19. The Parties recommend that the Board direct the EDCs to recover the Board-approved
amounts payable to Suppliers through the BGS-FP reconciliation charge, with the option to
spread the impact over multipte periods up to six months, if necessary, to moderate customer
billing impacts. However, if an EDC has a cap on the reconciliation charge, the length of the
recovery period will be as long as necessary to ensure the full recovery.

20. The undersigned agree that this Settlement contains mutually balancing and
interdependent provisions and is intended to be accepted and approved in its entirety. In the
event any particuiar aspect of this Settlement is not accepted and approved by the Beard, this
Settlement shall be null and void, and the parties shall be placed in the same position that they

were in immediately prior to its execution.
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21, The undersigned Parties further HEREBY AGREE that this Settlement has been made
exclustvely for the purpose of this proceeding and that this Settlement, in total or specific item, is
in no way binding upon them in any other proceedng, cxcépt to enforce the terms of this

Settlement.

ATLANTIC CITY ELECTRIC COMPANY

By Mm.ﬂ_
in J. Passanante, Esq.
Associate General Counsel

Dated: OctoberZ&, 2012
JERSEY CENTRAL POWER AND LIGHT COMPANY

By:

Gregory Eisenstark, Esq.
Morgan, Lewis &Boclkdus LLP

Dated: October __, 2012

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

BY:

Mally Becker, Esq.
Assistant General Regulatory Counsel
PSEG Services Corporation

Dated: October __, 2012
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21. The undersigned Parties further HEREBY AGREE that this Settlement has been made
exclusively for the purpose of this proceeding and that this Settlement, in total or specific item, is

in no way binding upon them in any other proceeding, except 1o enforce the terms of this

Settlement.

ATLANTIC CITY ELECTRIC COMPANY

By:

Philip J. Passanante, Esg.
Associate General Counsel

Dated: Qctober__, 2012

JERSEY CENTRAL POWER AND LIGHT COMPANY

o S EidA

Gregal¥ Eisenstark, Esq.
Morgan, Lewis &Bockius LLP

Dated: October ?_7:2012
PUBLIC SERVICE ELECTRIC AND GAS COMPANY

BY:

Mally Becker, Esq.
Assistant General Regulatory Counsel
PSEG Services Corporation

Dated: Cctober _ , 2012
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21. The undersigned Parties further HEREBY AGREE that this Settlement has been made
exclusively for the purpose of this proceeding and that this Settlement, in total or specific item, is
in no way binding upon them in any other proceeding, except to enforce the terms of this

Settlement.

ATLANTIC CITY ELECTRIC COMPANY

By:

Philip J. Passanante, Esq.
Associate General Counsel
Dated: October__, 2012

JERSEY CENTRAL POWER AND LIGET COMPANY

By:

Gregory Eisenstark, Esq.
Morgan, Lewis &Bockius LLP

Dated: October _, 2012

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

BY: %Z& Vo R

Mallf Beckeyf Esq.
Assistant G, eral Regulatory Coumnsel
PSEG Services Corporation

Dated: October 22, 2012



ROCKLAND ELECTRIC COMPANY

By: W &wuﬁ/

Margaret Comes, Esg.
Senior Attomey
Consolidated Edison Co. of NY

Dated: October _f._f, 2012

JEFFREY S. CHIESA
ATTORNEY GENERAL OF NEW JERSEY

BY:

Alex Moreau, Esq.

Deputy Attorney General

Attorney for the Staff of the

New Jersey Board of Public Utilities

Dated: October , 2012

DIVISION OF RATE COUNSEL
STEFANIE A, BRAND, DIRECTOR

By:

Kurt Lewandowski, Esq.
Assistant Deputy Rate Counsel

Dated: October , 2012



ROCKLAND ELECTRIC COMPANY

By:

Margaret Comes, Esq.
Senior Attormey
Consatidated Edisony Co. of NY

Dated: October |, 2012

JEFFREY S. CHIESA

ATTORNEY GENERAL OF NEW JERSEY
Attorney for the Staff of the New Jersey
Board of Public Utilities

By: ‘%

AleX Moreau
Deputy Attomey General

" Dated: October 2y, 2012

DIVISION OF RATE COUNSEL
STEFANIE A. BRAND, DIRECTOR

Bw:

Kurt Lewandowski, Esq.
Assistant Deputy Rate Counsel

Dated: October_ , 2012



ROCKLAND ELECTRIC COMPANY

By:

Margaret Comes, Esq.
Senior Attorney
Consolidated Edison Co. of NY

Dated: October __, 2012

JEFFREY 5. CHIESA
ATTORNEY GENERAL OF NEW JERSEY

BY:

Alex Moreau, Esq. ‘

Deputy Attorney General

Attorney for the Staff of the

New Jersey Board of Public Utilities

Dated: October__, 2012

DIVISION OF RATE COUNSEL
STEFANIE A. BRAND, DIRECTOR

Kurt Lcwandowski,‘Esq.
Assistant Deputy Rate Counsel

Dated: OctoberdH 2012



Mally Becker Law Departmem
waistant Genersl Regulatoey Coansed PPSEG Services Corporation
K0 Park Pliza - F5 Newarh, Now Jersey 07102-4 194

GTI-G30-TI8 fas: 973435983
:»3 P 1[: N
- PSEG

cmail; mally becker g pse.cum

VIA OVERNIGHT MAIL & ELECTRONIC MAIL

June 26, 2012

In the Matter of Increased Solar
Alternative Compliance Payments
Impacting the 2006 and 2007
BGS Supplier Master Agreements

Docket No, EQ11040215

Kristi [zzo, Secretary

Board of Public Utilities

44 South Clinton Avenue, 9th Floor
P.O. Box 350

Trenton, NJ 08625-0350

Dear Secretary {zzo:

On behalf of itself and the other New Jersey clectric distribution companies, Jersey Central Power
& Light Company, Atlantic City Electric Company, and Rockland Electric Company (collectively,
the EDCs), Public Service Electric and Gas Company (PSE&G) is submitting to the Board of
Public Utilities (the Board) this joint filing in compliance with the Order dated May 1, 2012 in the
above-captioned matter {the May 1, 2012 Order).'

In the May 1, 2012 Order, the Board approved the pass-through to ratepayers of the cost of Solar
Renewable Energy Certificates (SRECs) above a $300 per megawatt-hour threshold for BGS-FP
contracts covering the June [, 2006 through May 31, 2009, and the June t, 2007 through May 31,
2010 supply periods. The Board further directed the EDCs to submit to the Board for approval the
proposed rate recovery mechanism for these incremenial costs, including a method for Basic
Generation Service (BGS) Suppliers to demonstrate that these costs were reasonably and prudently
incurred.

' Decision and Order, I/M/O Increased Solar Alternative Compliance Payments {“*SACP") Impacting the 2006 and
2007 BGS Supplier Master Agreements, Dkt. No. EQ11040215 (NJBPU May 1, 2012 (the May 1, 2012 Order).



Kristi Izzo, Secretary -2~ 06/26/2012

The methodology described in the Attachments defines a proposed mechanism for determining the
cost for SRECs above the $300 benchmark for BGS-FP contracts for the June 1, 2006 through May
31, 2009 supply period and the June [. 2007 through May 31, 2010 supply period. The
Attachments also set forth a proposed cost recovery mechanism.

Kindly return a copy of this compliance filing stamped as ““filed” to the undersigned in the self-
addressed, prepaid envelope provided herewith,

Respectfully submitted,

Original signed by

Mally Becker, Esq.
Attachments

ce: Service List (Electronic)



Attachment [

In compliance with the May 1, 2012 Order, the EDCs submit the following methodology
for qualifying SREC costs in excess of $300 per MWh and proposed rate recovery
mechanism for costs associated with paying BGS-FP suppliers (“Suppliers”) for these
incremental SREC costs.

The EDCs’ proposed methodology, as described below, includes: 1) a mechanism for
Suppliers to demonstrate that incremental costs were reasonably and prudently incurred;
2) a mechanism to recover the subject costs from ratepayers; and, 3) a methodology for
reimbursing Suppliers.

The EDCs have proposed a mechanism intended to reimburse only the Suppliers with

FP Supplier Master Agreements (“SMAs”) for 2006-9 and 2007-10 for the period June [,
2008 through May 31, 2009 ("Reporting Year 2009") and the period June 1, 2009
through May 31, 2010 ("Reporting Year 2010") for incremental SREC costs above
$300/MWh.

This mechanism uses Suppliers’ information on the total number and cost of SREC
purchases, along with RPS compliance requirements for Reporting Years 2009 and 2010,
to develop the Suppliers “reasonable and prudent” cost of compliance. The portion of
this cost that is above $300/MWh becomes the reimbursement for the BGS supplier. The
total payment to the Supplier will be calculated on a statewide basis and then
apportioned to each EDC based on the grandfathered load in the EDC’s zone.

In other words, if a BGS Supplier purchased more SRECs than it required to serve its
statewide RPS obligation, then this method would reimburse the Supplier for the
difference between its average purchase price for SRECs and $300/MWh (i.e.,
incremental SREC costs) for the amount grandfathered on an individual reporting year
basis for Reporting Year 2009 and Reporting Year 2010.

If a BGS Supptier purchased fewer SRECs than it required to serve its statewide RPS
obligation, then this method would reimburse the Supplier for the difference between
$300/MWh and the average purchase price of the SRECs it purchased, plus the
difference between $300 and the Solar Alternative Compliance Payment (SACP)
payment for the remaining number of SRECs needed for compliance, multiplied by the
percentage share of the RPS obligation that is grandfathered.



By calculating the Suppliers’ costs based upon an average of its aggregate SREC
purchases statewide (i.e., for those BGS Suppliers winning tranches in multiple EDC
service territories), the EDCs eliminate the need to allocate the cost of individual SRECs
among EDC service territories.

Payments to suppliers will only be calculated for SREC obligations deemed to be
grandfathered. For the purpose of this document, the term “grandfathered SREC
obligations™ refers to the SREC obligations that result from the BGS-FP load served
under the June 1, 2006 - May 31, 2009 and June 1, 2007 - May 31, 2010 Supplier Master
Agreements (SMAs). Non-grandfathered SRECs will refer to the SREC obligations that
result from the BGS-FP load served under the June 1 2008 — May 31, 2011 SMAs and
any CIEP load. The EDCs will confirm the number of grandfathered SRECs.

Each Supplier will be required to submit documentation relating to its statewide SREC
RPS requirements (total solar compliance requirements for each EDC). Documentation
will consist of invoices, contracts or confirmations to document ali SREC purchasing
transactions by the Supplier and its affiliates. All SREC purchase transactions cover any
and all SRECs purchased that were eligible to be used for RPS compiiance in Reporting
Years 2009 and 2010 (including SRECs purchased during the two month *“true-up”
window).

A template (one for each Reporting Year) is attached for the Supplier to use to provide the
required data for Reporting Year 2009 compliance and for Reporting Year 2010
compliance, The Supplier will provide the totat cost and total number of SRECs
purchased that could be used for SREC comphance in each Reporting Year. All costs
provided should be exclusive of broker fees. Additional data covering the amount of
SRECs required for compliance in each Reporting Year and the portion of those SRECs
that were covering grandfathered load shall be provided. The 2009 and 2010 annual
renewable portfolio standard compliance report (the “RPS report”™) contains the total
SREC obligations of the Suppliers so it is not necessary to calculate that information;
however, the Supplier will need to separate out the number of SRECs needed for the
grandfathered and non-grandfathered portions of the load. The completed template will
be input into a spreadsheet to perform the calculation of the Supplier’s refund as detailed
below.

As stated above, the total payment to the Supplier will be calculated on a statewide basis
and later apportioned to each EDC based on the grandfathered toad in the EDC’s zone.
The Supplier will complete the data input form in Attachment 3 for each Reporting Year.
The EDCs will provide Suppliers with a spreadsheet that they wilt use to complete the
calculation using the inputs from Attachment 3.



The EDCs will calculate the total amount due to a Supplier for each Reporting Year
using the following methodology (see Attachment 4 for the actual formulas used):

1) First the Supplier’s total cost is calculated for all of the solar RPS compliance needs
for all EDC zones for each Reporting Year (2009 and 2010).
a. If the Supplier purchased more SRECs than were needed for RPS compliance,
the cost is calculated as the average cost per SREC times the number of
SRECs needed for compliance.

b. If the Supplier did not purchase enough SRECs for RPS compliance, the total
cost is calculated as the cost of all SRECs purchased plus the cost of any
SACP payments needed for compliance.

2) The second step is to calculate the maximum cost the Supplier would have had to pay
for compliance if the SACP had remained at $300.

a. The number of SRECs needed for compliance times $300.

3) The third step is to subtract the result of #2 from #1 above and multiply the result by
the percent share of the compliance SRECs that were grandfathered. This resuits in
the total payment due the Supplier.

Once the total Supptlier refund has been calculated, the EDCs will apportion the payment
across the EDCs based on the percent of the grandfathered load in each EDC’s zone.

Supplier Responsibility

Each Supplier will submit the two completed input templates along with invoices,
contracts or confirmations covering all New Jersey SREC purchases eligible for use for
RPS compliance in Reporting Years 2009 and 2010. Data will also be provided to
identify and remove the broker fees that may be included in these documents. The
Supplier will also supply a completed, sworn affidavit stating that all data submitted is
accurate and complete. This information will be sent to the four EDCs. Any Supplier
requesting relief must submit all documentation to all EDCs by August 27, 2012. The
form of this affidavit is included as Attachment 2 and the input data templates are in
Attachment 3.
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ouniing an I

The EDCs propose to recover the Board-approved amounts payable to Suppliers through
the BGS-FP reconciliation charge, with the option to spread the impact over multiple

periods if necessary to moderate customer billing impacts.

Supplier P Mechani
Suppliers will be paid after the following conditions are met: (1) the EDCs receive Board
approval of the recovery mechanism; (2) Suppliers submit required documentation; (3}
EDCs jointly review and verify Supplier documentation and submit the results of their
review to the Board; (4) the EDCs receive Board approval of the amount to pay
Suppliers; and, (5) the 45-day time periods to appeal the Orders approving the recovery
mechanism and the payment amounts have been completed. In the monthly payment
statement following the completion of the above conditions, each Supplier will be paid in
a single lump sum by each EDC where they had grandfathered load. No interest will be
credited on behaif of the Supplier for these incremental SREC payments.




Attachment 2

AFFIDAVIT

I, [signatory], an [authorized officer] of [BGS Supplier] “[BGS Supplier]”,
declare that BGS Supplier has submitted documentation with this affidavit to {EDC] with respect
to ail solar renewable energy certificate (“SRECs™) purchased for [BGS Supplier] and its
affiliates for the Reporting Year [June 1, 2008 through May 31, 2009] [June 1, 2009 through
May 31, 2010]. All reported purchase transactions were at arms- length terms.

Based on the purchase information available, [BGS Supplier] has calculated the

total cost of any and all SRECs purchased that gould have been used to satisty the RPS

requirements during the subject energy year for all arms-length SREC buy transactions for itself
and its affiliates is $] ] net of any broker costs.

For purposes of this affidavit the term “affiliate” means any entity controlling or
controlled by or under common control with [BGS Supplier]. For purposes of this affidavit, a
party controls an entity directly if the party holds a majority of shares, majority voting power, a
majority of common directors, can appoint a majority of directors, or if the party in fact controls
the entity’s affairs through some other means. A party controls an entity indirectly if the party
controls another entity that controls the entity in question (or through a tonger line of control;
e.g., i the party controls another entity that controls an entity that controls the entity in question,

etc.). The terms “controiling” and “controlled” have meanings correlative with the foregoing,



For purposes of this affidavit, an “arms-length™ transaction is one with terms
similar to those expected to be found in similar transactions between unaffiliated entities

bargaining freely in an open market.

As an authorized officer of [BGS Supplier], I declare that the above statements

are true and correct to the best of my knowledge, information and belief.

Date:

Name:

Title:

Sworn to and subscribed before me
this day of ,

[Name]



Attachmen
2008/2009 Reporting Year input sheet

SREC Rebate Calculator input Data Sheet 2008/2009 Reporting Year

Supplier Name
Drata from 2008/2009 compllance fifngs inincluded in A A C, 0L E F and &

Enler Data

ABC Compa

A Tolal SRECS required for BGS Supplier's complanca in the 200872008 enargy year EE
B Number of required SRECS from the 6/1/2008-5/31/2011 and CIEP conlracts {nat grandfathered) e ]
€ Number of requited SRECs from the 6/1/2006-5/31/2008 and 61/2007-5/31/2010 BGS contracts {grandfatered) w1
B Nurber of required Grandfathered SRECs in PSESG's Zone {j_::
E Mumber of required Grandiathereg SRECS wn ACE's Zone |:E::::
F Murber of required Crandfathered SRECS in JCPA&L's Zone IR
& Nurber of required Grandfathered SRECS in RECT's Zone o
Mata from Stnplier Purchases
H Total number of SHECS purchased by BGS suppher or affiliate that could be used for the 2008/2009 energy year [:I
| Todal cost of "H* abowe excluding broker fees E_S__—-—_"—_U
2009/2010 Reporting Year input sheet
SREC Rebate Calculator Input Data Sheet 2009/2010 Reporting Year
Enler Oata
Supplier Name M
Data from 20092010 compliance fifings ininchuided in A, B, C, D, &, F and G
A Totat SRECS required for BG5S Suppher's complhance in the 2008/20H0 energy year :I:
B Number of required SRECS fram the 6/1/2008-5/31/2011 and 6/1/2009-5/3122012 ana CIER contracls {not grandtath o |
€ Number of requred SRECs from the 6/1/2007-5/31/2010 BGS contract (grandfatiered) ™ ]
£ Number of required Grandfathered SRECs in PSELG's Zone I:K
E humber of required Grandfatered SRECs in ACE's Zone E
£ Nurmber of required Grandfathered SRECs in JCPAL's Zone m::
G Number of reguired Grandfathered SRECs in RECO's Zone :E:
Brata from Suppler Purchases
H Total number of SRECS purchased by BGS suppller or affiliate that could be used for the 20092010 energy year {I

Total cost of "H' abowe excluding hroker {ees




Attachment 4

Inputs and Formuylas Included in the Spreadsheet

SREC Rebate Caiculator Input Data Sheet 2008/2009 Reporting Year

Supphier Mame
Cata frem 2006/2008 compliance filings In tncluded InA B, C. D, E.Fand G
A Total SRECE required for BGS Suppler's compliance in the 2008/2008 energy year

& Nurmber of required SRECS from the 6/1/2008-5/31/2011 and CIEP conwacts {not grandfathered)

Enlzr Dala

ABC C

C Murmber of requred SRECs from e 6H172006-5/31f2000 and 61/2007-5/3172010 BGS confrasks (grandfatherad} 1 0
£ Number of reguired Grandfathered SRECs in PSEAGS Zene | [1]
E Mumber of required Grandfathered SRECs in ACE's Zone I [i]
F Murrber of requred Grandfatrerad SRECS in JCPAL's Zone i ]
G Mumber of required Grandfathered SRECS w1 RECC's Zone | 0
Dala from Suppher Purchases
W Total number of SRECS purchased by BGS supplier or affiiate that coukd be used far the 2008/2009 energy year ] 0
{_ Totat cost of "M ahove exchuding broker fees I 5 3]
CALCULATIONS
Other Needed Varlablas
r Maximum vatue supplier should pay Tor a Grandfathered SREC § 300
X 2008/2009 SACP paymenl & Fa bl
Cakulations
L Percent of Compliance SRECs Grandlathered %
M Calcuiation of Total Payment o Supplier §
Payment for PSE&G zone §
Payment lor ACE zone %
Paymenl for JCPEL zone  §
Payment for RECO zone 3

Formuias:
Percent of Comptliance SRECs Grandfathered: C/A

Calculation of Total Payment to Supplier: L* (IF A > or = H, then J+(A-H)"K-A*J, else I/H*"A-A™J)

Calculation of payment to PSE&G zone: IF M > 0, then D/C™M, else 0
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