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Vice President and Corporate Rate Counsel 80 Park Plaza - T8C, Newark, New Jersey 07102-4194
973-430-6928 fax: 973-648-0838
email: frances.sundheim@pseg.com

O PSEG

January 21, 2009

In the Matter of the Petition of
Public Service Electric and Gas Company
Offering an Energy Efficiency Economic Stimulus Program
in its Service Territory on a Regulated
Basis and Associated Cost Recovery
Mechanism Pursuant to N.J.S.A. 48:3-98.1

BPU Docket No.

VIA ELECTRONIC, HAND-DELIVERY & REGULAR MAIL

Kristi [zzo, Secretary
Office of the Secretary
Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Dear Secretary [zzo:

Enclosed for filing are the original and ten copies of the Petition and
accompanying Attachments of Public Service Electric and Gas Company (PSE&G, the
Company, Petitioner) in the above-entitled matter. The Company is also providing BPU
Staff with an electronic copy of the filing.

PSE&G respectfully requests that the Board expeditiously convene a
Procedural Schedule Conference the week of February 2, 2009 to be conducted by a
Deputy Attorney General and that a schedule be established that will enable the Board to
render and issue a Final Order on this matter in the shortest practical timeframe but, in
any event, no later than April 1, 2009. PSE&G has also requested waiver of certain
RGGI Minimum Filing Requirements. PSE&G believes waivers are warranted to allow
Public Service to expeditiously submit this filing to achieve the 2009 targeted timeframe
for utilities to make these types of investments as suggested by Governor Corzine in his

New Jersey Economic Assistance and Recovery Plan.
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Public Service also respectfully requests that the Board retain jurisdiction
of this matter and not transfer the filing to the Office of Administrative Law. PSE&G
believes evidentiary hearings are not necessary for the Board to approve this Energy
Efficiency Economic Stimulus Program. Public Service would like to note that
evidentiary hearings were not held in its recently approved Carbon Abatement Program.
Likewise, the Company will work diligently with all parties in this proceeding in as
timely and equitable a manner as is possible to achieve a mutually agreeable resolution.

Copies of the Petition (electronic and hard) will be served upon the
Department of Law and Public Safety and upon the Public Advocate, Division of Rate
Counsel.

Respectfully submitted,

Original Signed by
Frances I. Sundheim, Esq.

C Attached Service List
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITION OF PUBLIC)
SERVICE ELECTRIC AND GAS COMPANY )
OFFERING AN ECONOMIC ENERGY )
EFFICIENCY STIMULUS PROGRAM IN ITS ) PETITION
)
)
)

SERVICE TERRITORY ON A REGULATED
BASIS AND ASSOCIATED COST RECOVERY
MECHANISM PURSUANT TO N.J.S.A. 48:3-98.1

BPU Docket No.

Public Service Electric and Gas Company (Public Service, PSE&G, the
Company, Petitioner), a corporation of the State of New Jersey, having its principal offices
at 80 Park Plaza, Newark, New Jersey, respectfully petitions the New Jersey Board of Public

Utilities (Board or BPU) pursuant to N.J.S.A. 48:3:98.1, et seq., as follows:

INTRODUCTION

1. Petitioner is a public utility engaged in the distribution of electricity and the
provision of electric Basic Generation Service (BGS), and distribution of gas and the
provision of Basic Gas Supply Service (BGSS), for residential, commercial and industrial
purposes within the State of New Jersey. PSE&G provides service to approximately 2.1
million electric and 1.7 million gas customers in an area having a population in excess of 5.5
million persons and which extends from the Hudson River opposite New York City,

southwest to the Delaware River at Trenton and south to Camden, New Jersey.
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2. Petitioner is subject to regulation by the Board for the purposes of setting its
retail distribution rates and to assure safe, adequate and reliable electric distribution and
natural gas distribution service pursuant to N.J.S.A. 48:2-21 et seq.

3. In an effort to stimulate the economy by lowering consumers’ energy bills
and stimulating job creation, Governor Corzine, during his address to a special joint
session of the Legislature on October 16, 2008, stated that he will aggressively move
forward to put in place a statewide $500 million energy efficiency program that works
with the State’s electric and gas utilities.! See Attachment 1. According to Governor
Corzine, this is in addition to $462 million that the BPU’s Clean Energy Program has
budgeted for the remainder of 2008 and all of 2009. “In total, this means an investment
of approximately $1 billion in clean energy programs for residential and business
customers throughout New Jersey and it will provide an estimated creation of 3,000 jobs
over the next year.””

4. Pursuant to the October 16, 2008 Governor’s charge to utilities to invest in
energy efficiency programs, PSE&G submits this Petition setting forth the specific
energy efficiency programs Public Service proposes to undertake to promote the

Governor’s New Jersey Economic Assistance and Recovery Plan.’ The Governor’s

New Jersey Economic Assistance and Recovery Plan, Green Economy in New Jersey.

2 1Id.

3 Due to the expedited nature of this filing, PSE&G was unable to prepare many of the detailed analysis required
under the BPU’s Minimum Filing Requirements. As a result, PSE&G intends to supplement this Petition in
February 4, 2009 with more detailed financial analysis, rate recovery methodology and customer rate impacts.
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economic energy efficiency stimulus program calls for utilities to make investments in
energy efficiency programs over the course of 2009.

5. It is anticipated that the federal government, in response to President
Obama and in recognition of the extent of the recession, will pass economic stimulus
legislation in the near future. PSE&G is working with other utilities, environmental
groups and others, to try to have Congress include additional stimulus grants in such
legislation for states that meet certain principles generally included in the Energy
Independence and security Act of 2007 which are designed to foster increased investment
by utilities and energy companies in energy efficiency, smart grid and infrastructure and
renewables. If any Federal Economic Stimulus Funds, which are applicable to these
proposed programs, become available and are received by the Company, such amounts
will, at that time, be credited against amounts expended. Revenue requirements will be
recalculated at that date and deferred accounting will continue to be followed.

6. This Petition is being filed pursuant to legislation signed into law® by the
Governor which set forth the New Jersey Legislature’s findings that energy efficiency
and conservation measures must be essential elements of the State’s energy future and
that greater reliance on energy efficiency and conservation will provide significant
benefits to the citizens of New Jersey. The Legislature also found and declared that

public utility involvement and competition in the conservation and energy efficiency

*  The legislation is codified at N.J.S.A. 26:2C-45.
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industries are essential to maximize efficiencies. The above-referenced legislation is
herein referred to as the “Regional Greenhouse Gas Initiative” or “RGGI Legislation.”

7. Pursuant to Section 13 of the RGGI Legislation, an electric or gas public
utility may, among other things, provide and invest in energy efficiency and conservation
programs in its service territory on a regulated basis.” See N.J.S.A. 48:3-98.1(a)(1). The
RGGI Legislation also states that electric and gas public utility investment in energy
efficiency and conservation programs may be eligible for rate treatment approved by the
Board, including a return on equity, or other incentives or rate mechanisms that decouple
utility revenue from sales of electricity and gas. See N.J.S.A. 48:3-98.1(b). Ratemaking
treatment may include placing appropriate technology and program cost investments in
the utility’s rate base, or recovering the utility’s technology and program costs through

another ratemaking methodology approved by the Board. Id.

® Section 13 of the RGGI Legislation has been codified at N.J.S.A. 48:3-98.1 et seq.
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8. On May 12, 2008, the Board issued an Order pursuant to N.J.S.A. 48:3-
98.1(c) that allows electric public utilities and gas public utilities to offer energy
efficiency and conservation programs on a regulated basis provided that the utility files a
petition and obtains Board approval for such programs and the mechanism for program
cost recovery.’ The Board also established that certain information be filed with the
Petition. This requested information is set forth in the minimum filing requirements
attached to the 120-Day RGGI Order as Appendix A (RGGI Minimum Filing
Requirements).

9. The RGGI Minimum Filing Requirements set forth specific information
that a utility must submit along with its petition. The 120-Day RGGI Order also requires
a utility, to meet with BPU Staff and the New Jersey Division of Rate Counsel (Rate
Counsel) at least 30 days prior to filing its petition to discuss the nature of the program
and program cost recovery mechanism to be proposed in the petition, as well as, the
RGGI Minimum Filing Requirements to be submitted along with the petition. (30-Day
RGGI Pre-Filing Meeting) See 120-Day RGGI Order at p. 6. If the utility believes that it
is unable to comply with a particular RGGI Minimum Filing Requirement, a detailed
explanation for such noncompliance should be discussed at the 30-Day RGGI Pre-Filing
Meeting. 1d. The RGGI Minimum Filing Requirements may be modified by Board Staff
as determined on a case-by-case basis if public policy considerations deem specific

requirements unnecessary or onerous for a particular program or class of programs. Id.

¢ See BPU Order Pursuant to N.J.S.A. 48:3-98.1 (c) (120-Day RGGI Order), BPU Docket No. EO08030164
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10.  Once a petition has been filed with the Board, Board Staff shall have 30
days, commencing on the date the petition was filed, to determine whether the petition is
administratively complete and advise the utility in writing that the petition is
administratively complete or that the petition is not administratively complete and set

forth the deficiencies and the items required to remedy the deficiencies. Id. at p. 6.

PSE&G ECONOMIC ENERGY EFFICIENCY STIMULUS PROGRAM (EEE
Stimulus Program) DESCRIPTION

11.  In an effort to stimulate the economy by lowering consumers’ energy bills,
stimulate job creation, address climate change and to assist the State in achieving its
aggressive energy reduction goals, Public Service proposes the EEE Stimulus Program as
described herein. The EEE Stimulus Program will serve as a vehicle to achieve these
aggressive goals.

12.  PSE&G seeks Board approval to implement an EEE Stimulus Program to
offer energy efficiency projects across specific customer segments. Public Service
proposes, through this regulated service, to target residential, industrial and commercial
customers, as well as demonstrating new technology to its customers. PSE&G is
proposing to undertake a set of eight (8) sub-programs that will result in expenditures of
approximately $190 million. These sub-programs were selected from a menu that was
developed through a collaborative effort among the State’s electric and gas utilities,

under the facilitation of the New Jersey Institute of Technology’s Center for Architecture
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and Building Science Research. The sub-programs were identified while taking into
consideration various factors such as potential for job creation, energy savings, and
whether it would be complementary to the New Jersey Clean Energy Program (NJCEP)
and other utility energy efficiency programs. The following is a summary of PSE&G’s

proposed EEE Stimulus sub-programs:

PSE&G Proposed EEE Stimulus Program Investments

Energy Efficiency Investments targeted for recovery in a RGGI clause are as follows:

Time Period: 2009-2011. 18 months over two calendar years with evaluation in the
subsequent-year.

A. Residential Segment

Residential Whole House Efficiency Sub-Program $25,000,000
Residential Multi-Family Housing Sub-Program $25,000,000
B. Industrial and Commercial Segment
Small Business Direct Install Sub-Program $20,000,000
Municipal/Local/State Government Direct Install Sub-Program $35,000,000
Hospital Efficiency Sub-Program $35,000,000
Data Center Efficiency Sub-Program $12,000,000
Building Commissioning/O&M Sub-Program $2,000,000
Technology Demonstration Programs Sub-Program $12,000,000
C. Admin, Sales, Training, Evaluation, IT Capital $24,000,000
Total Energy Efficiency Expenditures $190,000,000

RESIDENTIAL SEGMENT
e Residential Whole House Efficiency Sub-Program is identical to PSE&G’s Carbon

Abatement Program. This will add funding to a Program already in the marketplace

and allow PSE&G to address more customers.
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e Residential Multi-Family Housing Sub-Program is a new sub-program based on
PSE&G’s Carbon Abatement Program. It targets multi-family housing with five or
more units. Although some of the buildings could be classified as a C&I program, the

end-user is the residential occupant.

INDUSTRIAL AND COMMERCIAL SEGMENT

e Small Business Direct Install Sub-Program is identical to PSE&G’s Carbon

Abatement Program. This will add funding to a sub-program already in the
marketplace and address more customers.

e Municipal/Local/State Government Direct Install Sub-Program is the same
design as the Small Business Direct Install Sub-Program and will use the same
capabilities. It will target Municipal, Local, and State Government buildings,
Schools, and Non-profits.

e Hospital Efficiency Sub-Program is identical to PSE&G’s Carbon Abatement
Program and will use the same capabilities. This will add funding to a sub-program
already in the marketplace and address more customers.

e Data Center Efficiency Sub-Program is targeted to a high usage customer segment
not currently addressed in New Jersey.

e Building Commissioning/O&M Sub-Program (aka Retro-commissioning) is
targeted to building operators and is not currently offered in New Jersey.

e Technology Demonstration Sub-Program is a new category that enables funding
for new technologies and demonstration projects. Potential projects include Jersey
City Urban Geothermal Heat Pump Pilot and a LED Street Lighting Pilot. Residential

projects will also be considered for funding under this sub-program.

A detailed description of each of the eight (8) sub-programs described above is set forth

in Attachment 2.



REQUEST FOR WAIVER OF CERTAIN RGGI MINIMUM FILING
REQUIREMENTS
13.  The Governor’s New Jersey Economic Assistance and Recovery Plan calls

for the utilities to invest in energy efficiency programs over the course of one year,
namely 2009, in order to stimulate the State’s economy. Public Service’s filing is being
submitted pursuant to the RGGI Legislation and the BPU’s 120-Day RGGI Order. While
both the RGGI legislation and the Board’s 120-Day RGGI Order allot the BPU 180 days
to review and approve of any filing submitted there under, if not truncated, having the
Board take 180 days to review and approve this Petition will only cause further delay in
the time for Public Service to commence energy efficiency investments in calendar year
2009. This being the case, expedited regulatory review and approval must be afforded
this filing so as to allow the Company sufficient lead time to order the necessary energy
efficiency equipment and provide the Company time to properly staff and train the
requisite workforce needed to install such energy efficiency programs.

14.  Public Service, as well as representatives from the State’s other electric and
gas distribution utilities met on several occasions during November and December 2008,
with representatives from BPU Staff and Rate Counsel to discuss the details of the suite
of energy efficiency programs that a utility could choose to implement. Subsequently,
discussions were held with BPU Staff to discuss the Company’s cost recovery

methodology. On January 14, 2009, PSE&G met with BPU Staff and representatives



-10 -

from Rate Counsel to discuss the Company’s EEE Stimulus Program filing. Public
Service respectfully requests that these meetings satisfy the 30-Day RGGI Pre-Filing
Meeting requirement regarding the nature of the EEE Stimulus Program and cost
recovery mechanism contemplated by the Company. In the alternative, PSE&G requests
a waiver of the 30-Day RGGI Pre-Filing Meeting due to the expedited nature of this
proceeding.

15.  On January 14, 2009, the Company also informed BPU Staff of its
intention to seek a waiver for certain RGGI Minimum Filing Requirements. Pursuant to
the Board’s 120-Day RGGI Order, the RGGI Minimum Filing Requirements may be
modified by Board Staff as determined on a case-by-case basis if public policy
considerations deem specific requirements unnecessary or onerous for a particular
program or class of programs. Public Service asserts that its request for waivers of
certain of the RGGI Minimum Filing Requirements be granted based upon the fact that
the Governor’s New Jersey Economic Assistance and Recovery Plan calls for the utilities
to commence energy efficiency programs in 2009. PSE&G also notes that Rate Counsel
and BPU Staff had adequate time to review the menu of sub-programs identified in
Attachment 2 proposed herein. In order for Public Service to commence this EEE
Stimulus Program, a waiver of certain minimum filing requirements is necessary for the

Company to make this filing in order to address the Governor’s timeline.
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16. PSE&G seeks a waiver of the following RGGI Minimum Filing

Requirements:
L. General Filing Requirements
a. Waiver of pro forma income statement reflecting operating income at

present and proposed rates (N.J.A.C. 14:1-5.12(a) 5) waiver of two Public

Hearings in each of the North, Central & Southern part of service territory.

Public Service proposes to conduct two (2) Public Hearings, one in its

northern and one in its southern service territory. (N.J.A.C. 14:1-5.12 (c)).
d. Waiver of pre-filed testimony

II. Program Description
] Proposed draft contracts (will be submitted as developed)
m. Proposed marketing materials (will be submitted as developed)

See Attachment 3 which sets forth the requested waivers of the specific
provisions of the Board’s Minimum Filing Requirements contained in Appendix A. It is
Public Service’s understanding that the Rutgers Center for Energy, Economic, and
Environmental Policy (CEEEP) will be performing the requisite cost/benefit analysis in
lieu of PSE&G. Therefore, PSE&G is not submitting any such analysis as part of this
EEE Stimulus Program filing. PSE&G will provide CEEEP with the necessary data, as
requested by CEEEP, to enable CEEEP to perform such analysis.

17.  As set forth in Attachment 3, and incorporated herein by reference, is
Appendix A of the Board’s Minimum Filing Requirements which identifies the
applicable information PSE&G intends to submit in support of this Petition and February

4, 2009 Supplemental Filing. The RGGI minimum filing requirements pertaining to the
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Program Description and Additional Requirement Information is contained in

Attachment 5.

COST RECOVERY

A CoST RECOVERY PROPOSAL

18.  PSE&G is requesting, for purposes of this EEE Stimulus Program, that the
Board grant approval of recovery of the revenue requirements associated with all EEE
Stimulus Program costs. Cost recovery would be made via two new EEE Stimulus sub-
components of the Company’s electric and gas RGGI Recovery Charges (RRC) that would
be filed annually. Further, pursuant to the RGGI Legislation,” the Company is requesting
that the carrying charge on its deferred balances for this Program be set based upon
PSE&G’s monthly weighted average cost of capital (“WACC”), together with the income
tax effects. PSE&G will describe in more detail the proposed cost recovery mechanism
and rate impact on customers in its February 4, 2009 Supplemental Filing.

19.  The revenue requirements methodology will be set forth in detail in the
Company’s February 4, 2009 Supplemental Filing. PSE&G proposes to recover the
revenue requirements, including, but not limited to the following:

e Depreciation expense providing for the recovery of the invested capital over

the appropriate useful book lives.

7 N.J.S.A. 48:3-98.1 (b)
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Amortization of regulatory assets established to recover the energy efficiency
expenditures over ten (10) years.

Return on the net investment where net investment is the capital expenditures
and established regulatory assets less accumulated depreciation/amortization
less associated accumulated deferred income taxes. The return on the net
investment will be based upon PSE&G’s WACC including income tax effects.
Operation and maintenance expenses (O&M) related to the accelerated capital
expenditures including allocated labor and associated overheads. O&M would
include program management, sales and marketing, program evaluation,
training and other costs associated with staffing the required workforce and
managing that workforce.

Less repayments from EEE Stimulus Program participants, where applicable.

PSE&G proposes that its revenue requirements will be based upon projections for the

coming year. A true-up will occur where the estimates will be reconciled with actual

The existing regulatory WACCs applied to the Company’s electric and gas

operations were established in 2003 and 2006 respectively. Since the third quarter of 2008,

there has been extreme volatility in the financial markets. Therefore, the Company proposes

that WACC be set to reflect current capital market conditions. PSE&G believes that

elements of the WACC most recently approved by the Board in October 2008 are reflective

of the increased cost of capital.

The capital structure will:

0 Reflect that the incremental capital required to finance the accelerated Capital
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Infrastructure Investment expenditures will be a combination of new long-
term debt and common equity.

0 Reflect an increase in the equity component of our capitalization thereby
reducing financial risk and improving credit quality.

The cost of long-term debt will:

O Reflect the weighted embedded cost of the current actual PSE&G long-term
debt outstanding.

0 Include a pro forma adjustment to the actual embedded cost to reflect the
anticipated additional long-term debt, as described above, required to finance
the expenditures at the current cost for such a new long-term utility debt issue.

The cost of common equity will be equal to the 10.3% return on equity granted most
recently by the Board in the fourth quarter of 2008. This higher equity return is
necessary due to the increased business risks associated with the volatile financial

markets.
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B. RATE MECHANISM FOR COST RECOVERY

21. The Company’s monthly revenue requirements associated with the
proposed energy efficiency programs would be subject to deferred accounting and would
be recovered through a new separate EEE Stimulus sub-component of the Company’s
electric and gas RRC’s. The initial EEE Stimulus rate will be based on estimated
Program revenue requirements from April 1, 2009 to December 31, 2010. The EEE
Stimulus rate, will be proposed as part of this filing to be effective April 1, 2009, or on or
about the time of the Board Order approving the Company’s proposal set forth herein,
whichever date is later. Thereafter, the EEE Stimulus sub-components of the electric and
gas RRC’s will be changed nominally on an annual basis incorporating a true-up for
actuals and an estimate of the revenue requirements for the upcoming year. Carrying
charges at the Company’s monthly WACC would be applicable on any over/under
recovered balance on a monthly basis.

22.  PSE&G requests recovery of lost distribution margin revenues associated
with this EEE Stimulus Program filing.

23. In order to provide flexibility in responding to market conditions and
customer demand, any sub-program over or under spending may be carried over into
subsequent years, as long as the total spending for the Program does not exceed the two-
year total. Furthermore, based upon market conditions and the level of market response

to each sub-program during the initial year, PSE&G can transfer EEE Stimulus Program
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funding between sub-programs in a subsequent year in order to maximize energy savings
and EEE Stimulus Program resources.

24. A draft Form of Notice of Filing and of Public Hearings (Notice) is set
forth in Attachment 4. The draft Notice does not include any rate detail. This rate
information will be included in the Notice and re-submitted with the February 4, 2009
Supplemental Filing. This Form of Notice will set forth the requested changes to the
electric and gas rates and will be placed in newspapers having a circulation within the
Company’s electric and gas service territory upon receipt, scheduling and publication of
public hearing dates. One public hearing will be held within the Company’s northern
service territory and one Public Hearing will be held within the Company’s southern
service territory. Concurrent with the February 4, 2009 Supplemental Filing with the
BPU, a Notice of this filing will be served on the County Executives and Clerks of all
municipalities within the Company’s electric and gas service territories. A subsequent
Notice will be served on the County Executives and Clerks of all municipalities within
the Company’s electric and gas service territories upon receipt, scheduling and
publication of public hearing dates. Notice of this initial filing and two copies of the
Petition, as well as copies of the February 4, 2009 Supplemental Filing, will be served
upon the Department of Law and Public Safety, 124 Halsey Street, P.O. Box 45029,

Newark, New Jersey 07101 and upon the Director, Division of Rate Counsel, 31 Clinton
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Street, Newark, New Jersey 07101. Copies of the Petition and supporting attachments
will also be sent to the persons identified on the service list provided with this filing.

25.  Public Service will submit, in its February 4, 2009 Supplemental Filing,
proposed tariff sheets (redlined and accepted), effective April 1, 2009 or upon issuance of
a written Board order, whichever is later, proposing to include a new, separate sub-
component of its RRC called the EEE Stimulus Program in both the Electric Tariff and
the Gas Tariff. These proposed electric and gas rates are designed to recover the EEE
Stimulus Program costs, which includes carrying charges on PSE&G’s expenditures.

26.  Public Service requests that the rates to be charged to recover all of the
EEE Stimulus Program costs be approved by the Board along with the EEE Stimulus
Program and cost recovery mechanism proposed in this Petition, as supplemented by the
February 4, 2009 Supplemental Filing. Public Service also requests that the Board
authorize the Company to implement the herein proposed rates on or about April 1, 2009
or upon issuance of a written Board order, whichever is later.

27.  Public Service requests a Procedural Schedule Conference be convened and
conducted by a Deputy Attorney General no later than the week of February 2, 2009 and
a schedule be established that will enable the Board to issue a Final Order on this matter

in the shortest practical time frame.

REQUEST FOR REVIEW AND APPROVAL
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28.  In order to achieve the 180-day administrative review period, Public Service
respectfully requests that the Board retain jurisdiction of this matter and not transfer the
filing to the Office of Administrative Law. PSE&G believes evidentiary hearings are not
necessary or even required for the Board to approve this EEE Stimulus Program and related
authorizations. The Company will work in good faith with all parties to arrive at a mutually
acceptable resolution of any issues that may arise in this proceeding. As stated by the Board
in the 120-Day RGGI Order, “The Board encourages all interested parties to work toward a
settlement for the Board’s consideration before expiration of the 180 day period.” See 120-
Day RGGI Order at p. 5. Depending on whether Rate Counsel or any other intervening
party raise any issues, Public Service is confident that these potential issues can be resolved
through settlement or through written comments to the Board for decision. Public Service
would like to note that its recently approved Carbon Abatement Program (BPU Docket No.
EO08060426 dated December 16, 2008) was approved by the Board well before the 180-
day review period expired, specifically; the BPU approved the Joint Position two (2) months
before the 180-day period ended.

29.  Public Service requests that BPU Staft’s 30-day administrative completeness
review period be shortened to five (5) business days. Public Service requests that the
administrative completeness review commence from the date of the February 4, 2009

Supplemental Filing.
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30.  Public Service requests that the Board’s 180-day review period commence
from the filing date of this Petition. Furthermore, Public Service requests that the BPU
truncate the 180-day review period and approve this filing as expeditiously as possible so as
to allow the Company the necessary time to implement these proposed energy efficiency
sub-programs.

CONCLUSION AND REQUESTS FOR APPROVAL

For all the foregoing reasons, PSE&G respectfully requests that the Board
retain jurisdiction of this matter and review and expeditiously issue an order approving this
Petition specifically finding that:

1. The EEE Stimulus Program is in the public interest and that PSE&G is
authorized to implement and administer these regulated utility services under the terms set
forth in this Petition and accompanying Attachments;

2. PSE&G is granted waiver of the provisions of the RGGI Minimum Filing
Requirements as requested herein;

3. PSE&G is authorized to recover all costs requested herein associated with the
EEE Stimulus Program, which will be recovered through the new EEE Stimulus sub-
components of the Company’s electric and gas RRC, that would be filed annually;

4. PSE&G is authorized to utilize the revenue requirements methodology as set

forth in the February 4, 2009 Supplemental Filing;
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5. The carrying charge on its deferred balances for this EEE Stimulus Program
be set based upon PSE&G’s monthly weighted average cost of capital, together with the
income tax effects. The Company’s requested WACC is reflective of the increased
business and financial risks due to the volatility in the financial markets;

6. The proposed rates and charges, as set forth herein, are just and reasonable
and PSE&G is authorized to implement the rates proposed herein on or about April 1,
2009 or upon issuance of a written Board order, whichever is later.

COMMUNICATIONS

Communications and correspondence related to the Petition should be sent as

follows:

Frances I. Sundheim Andrew K. Dembia

Public Service Electric and Gas Company PSEG Services Corporation
80 Park Plaza, T8C 80 Park Plaza, TSG

P. O. Box 570 P. O. Box 570

Newark, New Jersey 07102 Newark, New Jersey 07102
Phone: (973) 430-6928 Phone: (973) 430-6145
Fax: (973) 648-0838 Fax: (973) 430-5983
frances.sundheim@pseg.com andrew.dembia@pseg.com

Respectfully submitted,

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

Original Signed by
Frances I. Sundheim, Esq.
By

Frances I. Sundheim
Vice President and Corporate Rate Counsel
Public Service Electric and Gas Company


mailto:frances.sundheim@pseg.com
mailto:andrew.dembia@pseg.com

221 -

80 Park Plaza, T8C

P. O. Box 570

Newark, New Jersey 07102
Phone: (973) 430-6928
Fax: (973) 648-0838

DATED: January 21, 2009
Newark, New Jersey
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VERIFICATION
STATE OF NEW JERSEY )

COUNTY OF ESSEX )

FRANCES I. SUNDHEIM, of full age, being duly sworn according to law, on
her oath deposes and says:
1. I am Vice President and Corporate Rate Counsel of Public Service Electric
and Gas Company, the Petitioner in the foregoing Petition.
2. I have read the annexed Petition, and the matters and things contained therein
are true to the best of my knowledge and belief.
3. Copies of the Petition have been hand delivered and emailed to the NJBPU,

the Department of Law & Public Safety and the Public Advocate, Division of Rate Counsel.

Original Signed by
Frances I. Sundheim, Esq.

Frances I. Sundheim

Sworn and subscribed to )
before me this 21% day )
of January 2009 )
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2/ Orrick oF THE (GOVERNOR

Governor Home > Green Economy in New Jersey
Green Economy in New Jersey

= Definition of a “Green Collar Job”: Generally, green collar jobs involve
environmentally friendly products and services or businesses and
organizations that concern themselves with improving the environment.

= Estimated Growth of Green Jobs in New Jersey: Anticipated State
investment in New Jersey energy infrastructure as a result of the Energy
Master Plan is estimated to result in the creation of 20,000 jobs between now
and 2020. These jobs will consist of operations and maintenance jobs, and
construction jobs directly related to the State’s energy infrastructure.

= Encourage Private Sector Investment in Energy Efficiency: The Energy
Savings Improvement legislation would allow $80 million of private sector
investment in schools, town, counties, and public colleges and universities.
During the first year of the program, this investment would generate $20
million in energy savings and 500 jobs. Between now and 2020 this will
result in private investment totaling $960 million resulting in nearly $240
million in annual savings. It would also reduce the State’s consumption of
energy by 140,000 megawatt hours and our emissions of greenhouse gases,
largely carbon dioxide, by 80,000 tons. That’s the equivalent of taking
12,500 houses off the grid or 16,000 cars off the road for one year.

= In an effort to stimulate the economy by lowering consumers’ energy bills
and stimulating job creation, Governor Corzine will aggressively move
forward to put in place a statewide $500 million energy efficiency program
that works with the State’s electric and gas utilities. This is in addition to
$462 million that the BPU’s Clean Energy Program has budgeted for the rest
of this year and all of next year. In total, this means an investment of
approximately $1 billion in clean energy programs for residential and
business customers and it will provide an estimated creation of 3,000 jobs
over the next year.

= Promote Clean Energy Manufacturing Fund: The EDA and BPU will soon
implement this program designed to address the need to assists the


http://www.state.nj.us/governor/index.shtml
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advancement of renewable energy and energy-efficiency technologies. This
initiative will enable New Jersey to take a leadership role in the CleanTech
arena by promoting new jobs and growth in the state while addressing the
goals of New Jersey’s Economic Growth Strategy. The program will be
funded through 2012 and total $60 million.

The Edison Renewable Energy Technologies Fund: The program will
provide funding to New Jersey technology companies for proof-of-concept
research and development and ancillary activities necessary to commercialize
identified renewable energy technologies and innovative technologies that
significantly increase energy efficiency. The Commission on Science and
Technology (CST) will award grants to New Jersey companies in the amounts
of $100,000 to $500,000. Companies can receive up to 20% of the
approved CST grant from the EDA in equity-like financing for non-R&D
related costs.

Build Off-Shore Wind Generation: The Governor recently announced his
plan to triple the State’s offshore wind goal to 1000 MW of by the end of
2012 and 3000 MW by 2020. Garden State Offshore Energy was recently
selected to construct New Jersey’s first wind farm 16 miles off the Atlantic
City coast. The construction of this project will create hundreds of new
skilled trade jobs for New Jersey residents as well as the development of new
jobs such as: welders, mechanics, crane operators, electricians, engineers.

Expand the Green Collar Apprenticeship and Training Programs:
Increasing New Jersey’s energy efficiency and on promoting alternative
energy sources to reduce carbon emissions will encourage the development
of new green-collar jobs with new skills. The expansion of green jobs,
ranging from clean energy production, energy-efficient construction and even
retrofitting existing buildings to meet green energy efficiency standards, will
require workers trained for green jobs in these fields. Over the past three
years, 1,953 New Jersey workers have been trained in the emerging green
energy sector through more than $1 million in Customized Training Grants
provided by the Department of Labor and Workforce Development (LWD) and
matched by funds from their employers. In addition, training and
apprenticeship programs supported by LWD and local One-Stop Career
Centers are currently training more than 200 workers for Trenton and
Newark in green construction and energy-efficiency occupations.
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Description
of Program

The primary objective of the Residential Whole House Efficiency Sub-
Program is to reduce the energy consumption of residential customers by
direct installation of cost effective measures recommended by an energy
audit. The goal is to motivate residential energy consumers to use a whole-
house approach to reducing energy consumption when considering home
improvements such as new heating and air conditioning equipment, replacing
windows, or adding insulation. Rather than focusing on a single component,
the homeowner will be provided with an assessment of how a combination of
improvements, such as air sealing and duct leaks, adding insulation,
improving the HVAC system and upgrading lighting and appliances would
result in a more comfortable home, with lower electricity or natural gas
consumption. This sub-program will achieve this goal through the direct
installation of energy savings measures, as recommended by an energy audit.
This sub-program will also provide comprehensive, personalized customer
energy education and counseling. Three tiers of service will be offered to
customers.

During the audit, and with the customer’s approval, PSE&G will install up to
ten CFLs in specific areas of higher energy use, as well as other specific
energy efficiency measures. The audit will be designed to estimate potential
energy savings due to infiltration and heat loss through walls and attics. In
addition, the assessment will include identification of the age and size of the
heating, air conditioning and water heating systems, the last service date, and
assessment of duct leakage and insulation. The report will be presented to the
customer with recommendations for upgrades and information about available
incentives.

Market
Segment/
Efficiency
Targeted

The Residential Whole House Efficiency Sub-Program will be targeted to:

1. Residential customers in existing homes who receive electricity and/or
natural gas from PSE&G.

2. Single family housing and multi-family with 2-4 units.

3. Residential customers in municipalities that contain Urban Enterprise Zone
(UEZs). The following UEZ municipalities are located in PSE&G’s
service territory: Mount Holly, Pemberton, Camden, East Orange,
Irvington, Newark, Orange, Bayonne, Guttenberg, Jersey City, Kearny,
North Bergen, Union City, West New York, Trenton, Passaic, Paterson,
Carteret, Perth Amboy, Elizabeth, Hillside, Roselle and Plainfield.

4. Customers determined to be participants in the Universal Service Fund
(USF), or those who are income qualified for other programs that provide
greater benefits (such as the Comfort Partners Program or the
Weatherization Assistance Program) will be referred to such programs.
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Delivery
Method

PSE&G will identify a sub-program manager, along with supporting technical
staff, to oversee the sub-program operation, coordination with the Clean
Energy Program and other utility’s programs, contractor oversight and trade
ally relations.

PSE&G will implement the Residential Whole House Efficiency Sub-
Program using the same procedures developed for the PSE&G Carbon
Abatement Residential Home Energy Tune-up Sub-Program. PSE&G will
continue to utilize the same audit tool used by the NJCEP Home Performance
with Energy Star. The assessment will include identification of the age and
size of the heating, air conditioning and water heating systems, the last
service date, and assessment of duct leakage and insulation. The report will
be presented to the customer with recommendations for upgrades and
information about available incentives.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

For the purposes of this sub-program, for those projects that qualify as a
"public work" as defined by statute, the service provider will adhere to all
aspects of the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et
seq., and will require the same of all subcontractors. For those projects that
do not qualify as public works, service providers will be required to pay the
equivalent of the prevailing wages for the county in which the work is to be
performed, unless the work is performed by union employees, in which case
the employees will be paid in accordance with the union contract.

Estimated
Program
Participants

About 7,456 individual Estimated | kW - 820

dwelling units. Number Savings KWh

treated may vary e Annual - 5,427,968
depending upon the o Lifetime — 86,847,488
level of energy Y
efficiency work Dtherms

required. e Annual — 27,587

e Lifetime — 551,744

Note: savings will vary based on
Tier participation level.
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Link to Existing programs include:
Existing NJCEP Comfort Partners (Low Income Program) and
Programs | NJCEP Home Performance with Energy Star (HPES)
PSE&G Carbon Abatement Residential Home Energy Tune-up
EXIStI_ng Comfort Partners installs PrOpo.sed Tier 1 - Audit with installation of
Incentives energy efficiency Incentives simple energy savings measures
measures and health and such as CFLs at no charge.
safety measures at no Tier 2 - Includes Tier 1 plus up
cost to customer. to $1,000 in air sealing at no
HPES provides an audit charge.
for $125 and up to 8 Tier 3 — Includes all measures
hogrs Of.b lowgr door covered by HPES. Incentive
guided air segl‘mg atno covers 80% of costs for
charge. Addltlonal customers between 225-300% of
energy efficiency federal poverty guideline and
fmeasures can be o 50% incentive for customers
provided with a 10-50% with income greater than 300%
reba‘([)e (up t(.) $5,000) or a of federal poverty guideline.
3.99% low interest loan. Customers may repay their share
of the cost through their energy
bill over a period of 24 months.
Anticipated | This estimate of potential job creation was developed using factors developed

Job Creation

by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that
demonstrates green job creation. This approach provides factors for both
union and non-union wage jobs created or saved per $1M investment. The
SAHF review is attached as Attachment 2A.

Approximately 120 Jobs.

Budget $25,000,000 Investment
Information
Marketing | PSE&G will work closely with municipal, local community, and non-profit
Approach | entities to identify neighborhoods to target for sub-program participation. If

community recruitment activities require augmentation, other marketing
channels such as direct mail, bill inserts, and website will be employed. In
addition community events such as local festivals and green fairs will be used
to promote energy efficiency. Sub-program information will be posted on
PSE&G’s website and provided through the utility Call Center.
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Contractor
Role

In circumstances that require expertise that PSE&G does not have currently
and cannot develop in time to meet the market need, PSE&G will obtain
services for the installation of the approved measures from qualified service
providers. If deemed necessary, contractor services could include: marketing
and program enrollment services, provision of on-site customer audits,
identification and recommendations for efficiency improvements above and
beyond those provided by the sub-program, technical review and
consultation, and direct installation of customer-accepted cost-effective
efficiency improvements identified under the program.
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Description
of Program

The objective of the Residential Multi-Family Housing Sub-Program is to
increase energy efficiency and reduce carbon emissions of existing residential
housing developments. These buildings typically face thin operating margins
and constrained ability to increase rents, which leads to deferred maintenance,
poor condition, on going deterioration, and energy inefficiency that in turn
further erodes operating margins and the ability to retrofit an inefficient
building.  High energy costs during the 2005-2008 timeframe have
exacerbated these conditions. This sub-program will focus on providing cost-
effective retrofit energy efficiency opportunities to this customer group.

There about 500,000 rental units in multi-family housing in the state of New
Jersey and that market represents about 16% of the total number of residential
units in the state and about 26% of all dwelling units in New Jersey central
cities.

Multi-Family Housing building owners will receive an investment grade audit
of their building(s) at no cost. All measures identified by the audit as having
a simple payback of fifteen years or less will be targeted for retrofit
opportunities. Audit results will determine the potential savings derived
through a variety of measures and technologies including lighting, HVAC,
humidification, building envelope, motors, and other energy consuming
equipment.

Energy efficiency measures with a payback of 15 years or less will be
considered for incentives under this sub-program. This sub-program will
provide an incentive by buying down the payback by 7 years, down to a level
not less than 2 years. For example, a project with a 15 year payback will
receive an incentive which will effectively reduce the payback to 8 years by
buying down the payback by 7 years. A project with a payback of 5 years
will receive an incentive which will effectively reduce the payback to 2 years.

The customer is responsible for financing construction costs. PSE&G’s
investment in the program will be made after successful completion of a final
inspection. Building owners may repay their contribution to the project (total
cost less this sub-program incentive) over a period of six years or in a lump
sum following the final inspection. There will not be a funding cap imposed
per building in order to encourage a whole building approach. Opportunities
to participate in PJM’s Demand Response program will be identified, and
information will be provided to building owners regarding participating
Curtailable Service Providers (CSPs).

Market
Segment/
Efficiency
Targeted

The Residential Multi-Family Housing Sub-Program will target residential
multi-family buildings where:

1. Natural gas and/or electricity is provided by PSE&G
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2. Multi-family housing with five or more units.

3. Building is master metered or individually metered
4. Garden apartment and high rise facilities

5. Affordable and Market Rate

Urban rehabilitation projects identified by municipalities in PSE&G’s service
territory.

Delivery
Method

PSE&G will identify a sub-program manager, along with supporting technical
staff, to oversee the sub-program operation, coordination with the Clean
Energy Program and other utility programs, contractor oversight and trade
ally relations.

The sub-program audit will be provided through a qualified audit professional
employed by PSE&G. The scope of work will include the on-site energy
audit and the preparation of an audit report citing energy savings
opportunities with associated payback information, using pre-determined
calculations and algorithms. PSE&G will review facility audit results with
the building owner to establish baseline performance information and
projected savings. Based on the audit results, PSE&G will enter into contracts
with the building owner to provide funding of eligible measures.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

For the purposes of this sub-program, for those projects that qualify as a
"public work" as defined by statute, the service provider will adhere to all
aspects of the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et
seq., and will require the same of all subcontractors. For those projects that
do not qualify as public works, service providers will be required to pay the
equivalent of the prevailing wages for the county in which the work is to be
performed, unless the work is performed by union employees, in which case
the employees will be paid in accordance with the union contract.
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Estimated About 7,456 individual Estimated | kW - 820
Program dwelling units. Number Savings kWh
Participants | treated may vary e Annual - 5,427,968
depending upon the e Lifetime - 86,847,488
level of energy Dtherms
efficiency work e Annual - 27,587
required. e Lifetime — 551,744
L'?k.to Program provides targeted services to market with incomplete opportunities
Existing e " .
within existing CEP portfolio.

Programs
Smaller properties may qualify for Home Performance w/ Energy Star.
Larger properties may qualify for NJCEP Pay for Performance incentives
and/or qualify for Smart Start equipment rebates, but may not take this sub-
program and NJCEP incentives for the same measures.

EXIStI_ng Although no existing Propo:sed Program provides:
Incentives programs are targeted Incentives 1) professional energy audit free
specifically to this f)f cha'rge. )
market, multi-family 2) incentives tq lower the simple
buildings would be payback period from 15 years
eligible for CEP Home or less by seven years to no less
than two years for energy

Performance w/ Energy efficiency measures

Star or C&I program recommended by the audit.

Incentives. 3) PSE&G will pay the total cost
of the measures upon
completion of the project and
successful completion of a final
inspection. Customers will
repay their contribution to the
project (total cost less the
PSE&G incentive) over a
period of six years through their
PSE&G bill.

Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that
demonstrates green job creation. This approach provides factors for both
union and non-union wage jobs created or saved per $1M investment. The
SAHF review is attached as Attachment 2A.

Approximately 60 Jobs.

Budget
Information

$25,000,000 Investment




ATTACHMENT 2
PAGE 8 OF 39
PSE&G
Energy Efficiency Economic Stimulus Initiative
Residential Multi-Family Housing Sub-Program

Marketing
Approach

This sub-program will leverage existing agencies and associations that serve
the multi-family housing market to identify participating housing projects.
Sub-program specific marketing efforts will target affordable housing
agencies, apartment associations, building owners, communities, and
residents. PSE&G does not anticipate using any mass media or extensive
direct marketing media to identify eligible participants, however, marketing
may include targeted direct marketing and community outreach and direct
contact by vendor personnel and large customer support managers.

PSE&G will hold meetings with prospective participants to explain this sub-
program in detail, including the benefits of sub-program participation.

Contractor
Role

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

Contractor(s) services may include:
e marketing and program enrollment;
e provision of on-site customer audits;
e identification and recommendations for efficiency improvements above
and beyond those provided by the sub-program; and
e direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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Description
of Program

The objective of the C&I - Small Business Direct Install Sub-Program is to
rapidly acquire durable savings in energy and peak demand usage among
small and medium C&I customers with peak demands of 200 kW or less.
These customers are traditionally hard to reach with standard approaches such
as rebate and incentive programs. This sub-program will therefore focus on
overcoming the numerous barriers existing among this customer group to
target cost-effective retrofit efficiency opportunities.

The customer will be provided an energy audit encouraging acceptance of
sub-program delivered measures as applicable at that site. The audit will
identify supplementary energy savings opportunities as well as identifying
coordinated programs to further assist the customer with their follow through
for these additional energy efficiency efforts.

For many small C/I programs, lighting has been at the forefront of measures
installed as well as the primary contributor to savings results. While this is
also anticipated in this sub-program, focus on HVAC diagnostics and
improvements to existing heating and air conditioning systems to optimize
efficiency is also included along with Domestic Hot Water (DHW) measures.
Through the diagnostic procedures, heating and AC units that are so
inefficient that it is cost-effective to replace will be identified and the unit will
be evaluated for replacement with a high efficiency one.

PSE&G will conduct a free audit of eligible facilities and provide a report of
recommended energy savings improvements. Customers who have received a
NJCEP Municipal Audit Program audit will be able to use those audit results
in lieu of the Municipal Direct Installation Sub-Program audit.

PSE&G will initially provide 100% of the cost to install the recommended
energy savings improvements upfront. In lieu of the PSE&G audit, the
customer may submit a copy of an energy audit performed under the NJCEP
Municipal Energy Audit to PSE&G and PSE&G will review the audit to
determine eligible measures under this sub-program. Upon completion of the
work, the customer will be required to repay 20% of the total cost to PSE&G,
either in a lump sum or over two years, interest free, on their PSE&G bill.

Typical eligible measures lists will include but are not limited to:

Lighting:
e Super T8 lamp / ballast
Fluorescent high-low bay fixture — interior
Super T8 fixture
CFL fixture — interior
CFL screw-ins — interior / exterior
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e MH 25 W int ballast Par38
e Occupancy — (on-off), (high-low)
e LED Exit Signs

HVAC
e Tune Up (Heating-Cooling)
e Ventilation VFD
e Duct Sealing (Heating-Cooling)
e Dual Enthalpy Control
e Vent Premium Efficiency Motors

¢ Pipe Insulation
e Tank Insulation
e Temperature Set Back

e Walk-in Refrigerator Retrofit Package
e Vending Miser

Actual measures selection will be based on customer acceptance of measures
which are determined to be applicable at each site, i.e. Not all sites will
receive all measures and customers are not required to accept all
recommended measures.

Market
Segment/
Efficiency
Targeted

The C&I - Small Business Direct Install Sub-Program will target C&l
customers with annual peak demands of less than 200 kW monthly usage of
40,300 kWh or less, in municipalities that contain UEZs in PSE&G’s electric
and/or gas service territory. If a portion of the targeted municipality does not
reside in the UEZ, it will not be excluded from sub-program participation.

Customers participating in this sub-program may not receive incentives for
the same measures under other utility or Clean Energy Programs.

Delivery
Method

PSE&G will identify a sub-program Administrator, along with supporting
technical staff, who will oversee the sub-program operation, coordination
with the Clean Energy Program, other utility’s programs, contractor oversight
and trade ally relations.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-Program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.
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In the event that subcontractors are used for projects that qualify as a "public
work" (as defined by statute), the service provider will adhere to all aspects of
the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et seq., and
will require the same of all subcontractors. For those projects that are not
public works, service providers will be required to pay the equivalent of the
prevailing wages for the county in which the work is to be performed, unless
the work is performed by union employees, in which case the employees will
be paid in accordance with the union contract.

Estimated
Program
Participants

Estimated 2,564 Estimated | yw 11,966

participants / facilities. Savings kWh

Number treated may vary e Annual — 35,897,436
depending upon the level e Lifetime — 538,461,538
of energy efficiency

work required. Dtherms

e Annual — 74,359
e Lifetime — 1,115,385

*Note —actual results will vary
depending on the type and
number of buildings treated.

Link to
Existing
Programs

This sub-program is similar to the 2009 NJCEP Small Commercial Direct
Install program and identical to PSE&G’s Carbon Abatement Program Small
Business Direct Installation Sub-Program.
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EXIStI_ng Smart Start Incentives: PrOpo.sed This sub-program will be
Incentives (for 75 kW or less Incentives operated in the same manner as
average demand)- the PSE&G Carbon Abatement
includes, 8 hours free Small Business Direct
tech assist and rebates for Installation Sub-Program.
various prescriptive PSE&G will conduct a free audit
measures (Most common of eligible facilities and provide
are captured below): a report of recommended energy
. savings improvements. PSE&G
;\ééfcﬁcﬁffs (O$nz§1(fg will initially provide 100% of
. . the cost to install the
max including shell .
measures) 'recommended energy savings
improvements upfront. Upon
Lighting — various completion of the work, the
per/unit ($2000 max) customer will be required to
Motors — based on size repay 20% of the total cost to
and efficiency ($500 PSE&G, either in a lump sum or
max) over two years, interest free, on
their PSE&G utility bill.
Custom measures —
20% with additional 10%
for multiple measures.
Also incentives are
available for a portion of
further energy audit and
design consulting costs.
Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that

demonstrates green job creation.

This approach provides factors for both

union and non-union wage jobs created or saved per $1M investment. The

SAHF review is attached as Attachment 2A.

Approximately 80 Jobs.

Budget
Information

$20,000,000 Investment
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Marketing
Approach

Potential sub-program participants will initially be identified from PSE&G’s
customer information system locating customers with qualifying energy usage
profiles (an average electric demand of 200 kilowatts or less, or 40,300
kilowatt-hours or less, per month).

Based on the final list of potential participants, eligible small business
customers will be targeted for sub-program participation through PSE&G’s
relationships with the municipalities and community agencies. Marketing
materials for this sub-program will be developed for use by those entities to
explain the sub-program to customers and demonstrate the benefits of an on-
site audit and energy efficiency improvements. PSE&G may also utilize
direct marketing, such as mail or telemarketing, to reach target customers.

This sub-program is envisioned to be a key offering of the Community
Partners Program outreach, being especially attractive to communities where
there is an ongoing effort to re-vitalize downtown areas with small shops and
other businesses. Downtown business outreach may include “blitzing”
specific commercial districts or areas of the service territory as well as other
activity in conjunction with the Community Partners initiative. This approach
can generate substantial two-way benefits for all related initiatives with such
advantages as increased press coverage, increased word of mouth and
ultimately higher acceptance rates for all Clean Energy Programs, residential
and commercial, as customers see that their neighborhood businesses are
participating.

Other customer contacts like service calls, newsletters, on-bill messaging, bill
inserts, monthly newsletters, community speaking engagements and events
will also be utilized to promote the sub-program.
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Contractor
Role

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

Contractor(s) services may include:

marketing and program enrollment;

provision of on-site customer audits;

identification and recommendations for efficiency improvements above
and beyond those provided by the sub-program; and

direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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Description
of Program

The objective of the C&I - Municipal/Local/State Government Direct Install
Sub-Program is to rapidly acquire durable savings in energy and peak demand
usage among municipal, local, and state government and non-profit entities.

Most of these entities, particularly in older urban cities and towns with aging
facilities, under-fund maintenance budgets and defer maintenance.
Government contracting procedures, lack of familiarity with efficiency
options, and the requirement to seek approval from the governing body for a
capital budget item, make it difficult for government officials to identify, and
act on, opportunities to reduce energy costs. Government also tends to
diffuse and dilute responsibility for energy upgrades to the individual
department level, while payment of bills often resides at a central finance
office. There is little incentive for departments to upgrade the energy
efficiency of their buildings because the reward for reduced energy bills may
simply be a reduced budget in the subsequent year.

For many C&I programs, lighting has been at the forefront of measures
installed as well as the primary contributor to savings results. While this is
also anticipated in this Sub-Program, focus on HVAC diagnostics and
improvements to existing heating and air conditioning systems to optimize
efficiency is also included along with DHW measures. Through the
diagnostic procedures, heating and AC units that are so inefficient that it is
cost-effective to replace will be identified and the unit will be evaluated for
replacement with a high efficiency one.

PSE&G will conduct a free audit of eligible facilities and provide a report of
recommended energy savings improvements. Customers who have received a
NJCEP Municipal Audit Program audit will be able to use those audit results
in lieu of the C&I - Municipal/Local/State Government Direct Install Sub-
Program audit.

PSE&G will initially provide 100% of the cost to install the recommended
energy savings improvements upfront. In lieu of the PSE&G audit, the
customer may submit a copy of an energy audit performed under the NJCEP
Municipal Energy Audit to PSE&G and PSE&G will review the audit to
determine eligible measures under this sub-program. Upon completion of the
work, the customer will be required to repay 20% of the total cost to PSE&G,
either in a lump sum or over two years, interest free, on their PSE&G bill.

Typical eligible measures lists will include but are not limited to:

Lighting:
e Super T8 lamp / ballast
e Fluorescent high-low bay fixture — interior
e Super T8 fixture
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e CFL fixture — interior

e CFL screw-ins — interior / exterior
e MH 25 W int ballast Par38

e Occupancy — (on-off), (high-low)
[ ]

LED Exit Signs
HVAC
e Tune Up (Heating-Cooling)
e Ventilation VFD
¢ Duct Sealing (Heating-Cooling)
e Dual Enthalpy Control
e Vent Premium Efficiency Motors

e Pipe Insulation
e Tank Insulation
e Temperature Set Back

e Walk-in Refrigerator Retrofit Package
e Vending Miser

Actual measures selection will be based on customer acceptance of measures
which are determined to be applicable at each site, i.e. Not all sites will
receive all measures and customers are not required to accept all
recommended measures.

Market
Segment/
Efficiency
Targeted

The C&I - Municipal/Local/State Government Direct Install Sub-Program
will target all government and non-profit entities, who receive natural gas
and/or electricity from PSE&G, with annual peak demands of less than 200
kW. Customers with annual peak demand in excess of 200 kW will be
considered for this sub-program on a case-by-case basis.

Eligible facilities include municipal, local, and state government offices,
courtrooms, town halls, police and fire stations, sanitation department
buildings, transportation department structures, regional authorities, schools,
community centers, and non-profit facilities.

County or regionally structured bodies such as county colleges, and regional
utility authorities (waster/sewer) also are included.

In addition participants in the NJCEP Local Government Audit program will
be eligible for direct install benefits under this Sub-Program.

Customers participating in this Sub-Program may not receive incentives for
the same measures under other utility or Clean Energy Programs.
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Delivery
Method

PSE&G will identify a sub-program Administrator, along with supporting
technical staff, who will oversee the sub-program operation, coordination
with the Clean Energy Program, other utility’s programs, contractor oversight
and trade ally relations.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-Program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

In the event that subcontractors are used for projects that qualify as a "public
work" (as defined by statute), the service provider will adhere to all aspects of
the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et seq., and
will require the same of all subcontractors. For those projects that are not
public works, service providers will be required to pay the equivalent of the
prevailing wages for the county in which the work is to be performed, unless
the work is performed by union employees, in which case the employees will
be paid in accordance with the union contract.

Estimated
Program
Participants

Estimgted 2,834 Estimated |, w _ 22.672
participants / facilities. Savings KWh
Number treated may vary e Annual — 49.595.142

i he level
o eneegy efheieney P RO

k ired.
work required Dtherms

e Annual — 82,186
e Lifetime — 1,232,794

*Note —actual results will vary
depending on the type and
number of buildings treated.

Link to
Existing
Programs

NJCEP Local Government Audit program - can provide referrals to this
program for the direct installation of energy saving measures.

Similar to 2009 NJCEP Small Commercial Direct Install Program and the
PSE&G Carbon Abatement Program Small Business Direct Installation Sub-
Program, but unlike those two programs which have a 200 kW capacity size
limit, the C&I - Municipal/Local/State Government Direct Install Sub-
Program does not have a kW size limit.
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EXIStI_ng Smart Start Incentives: PrOpo.sed This sub-program will be
Incentives (for 75 KW or less Incentives operated in the same manner as
average demand)- the PSE&G Carbon Abatement
includes, 8 hours free Small Business Direct
tech assist and rebates for Installation Sub-Program.
various prescriptive PSE&G will conduct a free audit
measures (Most common of eligible facilities and provide
are captured below): a report of recommended energy
. savings improvements. PSE&G
;\ééfcﬁcﬁffs (O$nz§1(fg will initially provide 100% of
max including shell the cost to install the '
measures) recommended energy savings
improvements upfront. In lieu of
Lighting — various the PSE&G audit, the customer
per/unit ($2000 max) may submit a copy of an energy
Motors — based on size audit performed under the
and efficiency ($500 NJCEP Municipal Energy Audit
max) to PSE&G and PSE&G will
review the audit to determine
Custom measures — eligible measures under this sub-
20% Wlth additional 10% program. Upon completion of
for multiple measures. the work, the customer will be
Also incentives are required to repay 20% of the
available for a portion of total cost to PSE&G, either in a
further energy audit and lump sum or over two years,
design consulting costs. interest free, on their PSE&G
Local Government bill
/Municipal Audit
Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that

demonstrates green job creation.

This approach provides factors for both

union and non-union wage jobs created or saved per $1MM investment. The

SAHF review is attached as Attachment 2A

Approximately 143 Jobs.

Budget
Information

$35,000,000 Investment




ATTACHMENT 2
PAGE 19 OF 39
PSE&G
Energy Efficiency Economic Stimulus Initiative

C&I — Municipal/Local/State Government Direct Install Program

Marketing
Approach

Potential eligible facilities will be identified by PSE&G’s Regional Public
Affairs and Large Customer Support personnel. PSE&G representatives will
then contact the senior officials in each municipality who can authorize sub-
program participation and brief them on the sub-program’s benefits and
requirements. At the same time, PSE&G representatives can also refer
municipal officials to the NJCEP Municipal Audit Program and other NJCEP
options that are available to them. Customers will have the choice of
procuring an energy audit through the NJCEP program and, if they choose,
can then have the identified measures installed by PSE&G.

A wide range of potential marketing channels can be utilized to promote the
sub-program to the target markets, but because this sub-program is directly
marketed to decision makers, customer outreach and marketing materials can
be highly targeted to that audience.

Contractor
Role

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

Contractor(s) services may include:
e marketing and sub-program enrollment;
e provision of on-site customer audits;
¢ identification and recommendations for efficiency improvements above
and beyond those provided by the sub-program; and

e direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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Description
of Program

The C&I - Hospital Efficiency Sub-Program is designed to reduce carbon emissions
by lowering the energy consumption of hospitals. According to the New Jersey
Hospital Association, many New Jersey hospitals have closed their doors for good.
In the last two years eight NJ hospitals were closed. Half of the remaining 75 acute
care hospitals in New Jersey (down from 112 fifteen years ago) lost money last year.
Five New Jersey hospitals filed for bankruptcy in the last 18 months. Many hospitals
are located in areas that are not the preferred markets for most service providers.
Hospitals in these areas face many challenges—Medicare reimbursements, reduced
funding, staff shortages, treating the uninsured, replacing aging equipment—and
rising energy costs. And they have facilities that have “mission critical” functions
that require an integrated, whole-building approach. High energy costs during the
2005-2008 timeframe have exacerbated these conditions. The Energy Master Plan
(EMP) identified Hospitals as a market sector that requires additional support.

Customers will receive an investment grade audit of their hospital campus at no cost.
Audit results will determine the potential savings derived through a variety of
recommended measures and technologies: HVAC, humidification, building
envelope, motors, and other energy consuming equipment. Lighting will be
included, if applicable. There will not be a funding cap imposed per customer. This
sub-program will integrate CHP measures into the same program offer and not
require the customer to address CHP as a standalone technological option outside of
energy efficiency.

Energy efficiency measures, other than CHP, with a payback of 15 years or less will
be considered for incentives under this sub-program. The sub-program will provide
an incentive by buying down the payback by 7 years, down to a level not less than 2
years. For example, a project with a 15 year payback will receive an incentive which
will effectively reduce the payback to 8 years by buying down the payback by 7
years. A project with a payback of 5 years will receive an incentive which will
effectively reduce the payback to 2 years. CHP Incentives are addressed later in this
document.

The customer is responsible for financing construction costs. PSE&G’s investment in
the sub-program will be made after successful completion of a final inspection.
Building owners may repay their contribution to the project (total cost less the sub-
program incentive) over a period of three years or in a lump sum following the final
inspection. Opportunities to participate in PJM’s Demand Response program will be
identified, and information will be provided to building owners regarding
participating Curtailable Service Providers (CSPs).

Market
Segment/
Efficiency
Targeted

The C&I - Hospital Efficiency Sub-Program will target:

1) New and existing in-patient hospitals and other in-patient medical facilities that
operate 24-7 in New Jersey

2) Natural gas and/or electricity is provided by PSE&G

3) Both for-profit and non-profit facilities are eligible, but non-profit hospitals and
hospitals in municipalities that contain Urban Enterprise Zones (UEZ) shall be
provided with funding priority. The following UEZ municipalities are located in
PSE&G’s service territory: Mount Holly, Pemberton, Camden, East Orange,




ATTACHMENT 2
PAGE 21 OF 39
PSE&G
Energy Efficiency Economic Stimulus Initiative
C&lI - Hospital Efficiency Sub-Program

Irvington, Newark, Orange, Bayonne, Guttenberg, Jersey City, Kearny, North
Bergen, Union City, West New York, Trenton, Passaic, Paterson, Carteret, Perth
Amboy, Elizabeth, Hillside, Roselle and Plainfield.

Delivery
Method

PSE&G will identify a C&I sub-program manager, along with supporting technical
staff, to oversee sub-program operation, coordination with the Clean Energy
Program and other utility’s programs, contractor oversight and trade ally relations.

The audit will be provided through a qualified audit professional employed by
PSE&G. The scope of work will include the on-site energy audit and the preparation
of an audit report citing energy savings opportunities with associated payback
information, using pre-determined calculations and algorithms.

PSE&G will review facility audit results with the customer to establish baseline
performance information and projected savings. Hospitals will obtain services for
the installation of the approved measures from qualified service providers. Based on
the audit results, PSE&G will enter into contracts with hospitals to provide funding
of eligible measures.

PSE&G may also utilize subcontractors as needed. For the purposes of this sub-
program, for those projects that qualify as a "public work" as defined by statute, the
service provider will adhere to all aspects of the New Jersey State Prevailing Wage
Act, N.J.S.A. 34:11-56.25 et seq., and will require the same of all subcontractors.
For those projects that do not qualify as public works, service providers will be
required to pay the equivalent of the prevailing wages for the county in which the
work is to be performed, unless the work is performed by union employees, in which
case the employees will be paid in accordance with the union contract.

Estimated
Program
Participants

About 31 separate building Estimated | kW —8,356
facilities. Number treated Savings kWh
may vary depending upon e Annual — 73,200,000

the level of energy e Lifetime — 1,098,000,000

efficiency work required.
yw q Dtherms

e Annual — 748,466
e Lifetime — 11,226,994

Link to
Existing
Programs

This sub-program provides targeted services to market sector with incomplete
opportunities within existing CEP portfolio.

This program provides the same level of incentives as the PSE&G Carbon
Abatement Program.

Hospital and medical facilities may qualify for NJCEP Pay for Performance
incentives and/or qualify for Smart Start equipment rebates, but may not take this
sub-program and NJCEP incentives for the same measures.
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Existing
Incentives

Although no existing PrOpo_Sed Program provides:

programs are targeted Incentives 1) professional energy audit free of

specifically to this market, charge.

hospital facilities would be 2) incentives to lower the payback

eligible for NJCEP C&l period for measures other than

program incentives. CHP from 15 years or less by
seven years to no less than two
years for energy efficiency
measures recommended by the
audit. PSE&G will pay the total
cost of the measures upon
completion of the project and
successful completion of a final
inspection. Customers will repay
their contribution to the project
(total cost less the PSE&G
incentive) over a period of three
years through their PSE&G bill.
Customers may also choose to
cover the cost for the balance of
the project without the PSE&G
on-bill payment, in which case
the customer contribution will be
deducted from the total cost of the
project to determine PSE&G’s
payment to the customer.

3) See below for CHP incentives

Anticipated
Job Creation

This estimate of potential job creation was developed using factors developed by the
Center on Wisconsin Strategy as reported by SAHF (Steward of Affordable Housing
for the Future) in a literature review of research that demonstrates green job creation.
This approach provides factors for both union and non-union wage jobs created or
saved per $1M investment. The SAHF review is attached as Attachment 2A.

Approximately 140 Jobs.

Budget | ¢35000,000 Investment
Information
Marketing This sub-program will leverage utility large customer support personnel to identify
Approach potential participating hospital new construction and retrofit projects. Sub-program

specific marketing efforts will target hospital decision makers — facility manager,
energy managers, and administrators. This marketing will entail targeted direct
marketing and direct contact by vendor personnel and large customer support
managers.
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Contractor

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and cannot
develop in time to meet the market need, PSE&G will obtain services for the
installation of the approved measures from qualified service providers.  Sub-
program and skill-specific qualifications will be developed and an RFP will be
issued to advertise the competitive opportunity. Selection criteria typically include
overall quality, completeness and responsiveness to the RFP, quality of approach,
prior experience, and cost.

Role

Contractor(s) services may include where appropriate:
e marketing and sub-program enrollment;
e provision of on-site customer audits;
e identification and recommendations for efficiency improvements above and
beyond those provided by the sub-program; and
e direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.

CHP Incentives

To encourage the use of CHP, the following incentives will be provided:

L.

CHP Base incentives of 30% of installed cost but not to exceed $450 per kW ($100 per kW paid
after the plant is tested and meets the required efficiency. The remaining $350 per kW incentive
may be paid by PSE&G under this sub-program or through other available programs in a manner
consistent with the EMP) of the installed system with minimum of 70% of overall efficiency.

CHP using advanced technologies (advanced engines with 40% and above mechanical
efficiencies, etc.) to improve CHP system efficiency (Electrical and Thermal) above 80%. The
total incentive will be limited to 35% of the installed cost but not to exceed $550 per kW ($200
per kW paid after the plant is tested and meets the required efficiency. The remaining $350 per
kW incentive may be paid by PSE&G under this sub-program or through other available programs
in a manner consistent with the EMP.)

CHP installed in PSE&G’s focused area of sub-station congestion with a minimum of 70%
overall efficiency will be eligible for a total incentive limited to 40% of the installed cost but not
to exceed $600 per kW ($250 per kW paid after the plant is tested and meets the required
efficiency. The remaining $350 per kW incentive may be paid by PSE&G under this sub-program
or through other available programs in a manner consistent with the EMP). PSE&G will enter into
an agreement with the customer regarding operation of the plant during congestion periods, which
may include penalties if the plant does not operate during the critical congestion periods. Any
penalties collected shall be credited to ratepayers.
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Description
of Program

The C&I - Data Center Efficiency Program is designed to reduce carbon
emissions by lowering the energy consumption of data center facilities. Data
centers can be several buildings, one building; occupy one or several floors of
a building; occupy one room or only a small closet space. Data centers are
designed to accommodate the unique needs of energy intensive computing
equipment along with specially-designed infrastructure to accommodate high
electrical power consumption, redundant supporting equipment and the heat
given off in the process. Data centers are owned and operated by a multitude
of business, including Fortune 500 and IT companies, financial and banking
institutions, and by government and academic institutions. In August 2007,
the U.S. Environmental Protection Agency (EPA) developed a report in
response to the request from Congress stated in Public Law 109-431 assessing
current trends in energy use and energy costs of data centers and servers in
the U.S. Among its findings were that in 2006, U.S. data centers used
approximately 61 billion kWh (about 209 trillion Btu’s in end use) and
accounted for about 1.5% of all U.S. electricity consumption. This was more
than the electricity consumed by the nation’s color televisions or equivalent to
5.8 million average U.S. households. It is believed that by 2011 energy use
by these servers and data centers could almost double to 100 billion kWh’s.
There is significant potential for energy efficiency improvements in data
centers through new technologies already available or expected to be
available in the marketplace. As many of the large data centers in New Jersey
are planning to expand, and a number of new customers are planning to add
new data centers, New Jersey has a unique opportunity to work with those
customers to improve the energy efficiency of existing and/or new data
centers.

The C&I - Data Center Efficiency Sub-Program will conduct facility audits
for existing data centers and perform a design review for proposed new data
center sites. Audits will consist of meeting the data center management team,
reviewing the overall operation of the data center, and collecting information
regarding the energy consuming devices. The audit will consider the
comprehensive analysis of all of the technologies associated with the data
center and will also address redundancies needed for reliability and provide a
report of recommendations with potential energy and cost savings
opportunities.

PSE&G will pay for the cost of the audit for an existing data center and the
design review for a new data center facility. Based on the audit results,
PSE&G will enter into contracts with data centers to provide funding of
eligible measures based on reduction in total natural gas and electricity usage
and/or demand.
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SMarkeE[/ The C&I - Data Center Efficiency Sub-Program will target:

Effgme” New and existing data center facilities whose natural gas and/or electricity is
ciency provided by PSE&G.

Targeted

[Iz/?(lelt\;ﬁ)rg PSE&G will identify a sub-program manager, along with supporting technical

staff, to oversee program operation, coordination with the Clean Energy
Program and other utility programs, contractor oversight and trade ally
relations.

PSE&G will conduct an on-site audit and prepare an audit report citing
energy savings opportunities with associated payback information, using pre-
determined calculations and algorithms. For newly proposed data centers,
PSE&G will perform a plan review and provide a report citing energy savings
opportunities with associated payback information, using pre-determined
calculations and algorithms.

Based on the audit results, PSE&G will enter into contracts with data centers
to provide funding of eligible measures. PSE&G will review facility audit
results with the customer to establish baseline performance information and
projected savings.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity.

For the purposes of this sub-program, for those programs that qualify as a
"public work" as defined by statute, the service provider will adhere to all
aspects of the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et
seq., and will require the same of all subcontractors. For those projects that
do not qualify as public works, service providers will be required to pay the
equivalent of the prevailing wages for the county in which the work is to be
performed, unless the work is performed by union employees, in which case
the employees will be paid in accordance with the union contract.
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Estimated
Program
Participants

Estimgted 16 o EStimated KW — 4,384

participants/ facilities. Savings

Number treated will vary kWh

depending upon the size e Annual - 38,400,000
of participating facilities e Lifetime — 576,000,000

and the level of energy

: ; Dth
efficiency work required. erms

e Annual - 147,239
e Lifetime — 2,208,589

*Note —actual results will vary
depending on the type and
number of facilities treated.

'—'T‘k.to This sub-program provides targeted services to market sector with incomplete

Existing o D . .
opportunities within existing CEP portfolio.

Programs

Data Center facilities may qualify for Pay for Performance incentives and/or
qualify for Smart Start equipment rebates

EXIStI_ng Although no existing Propo_sed Program provides:

Incentives Incentives
programs are targeted . .
. - 1) professional energy audit
specifically to this
free of charge.
market, data center . .
s 2) Design review for new
facilities would be . "
. construction / additions
eligible for CEP C&lI .
L 3) Incentives for reduced
program 11ght1.ng and energy usage and/or demand
HVAC incentives and
possibly other customer
incentives.
Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that
demonstrates green job creation. This approach provides factors for both
union and non-union wage jobs created or saved per $1M investment. The
SAHF review is attached as Attachment 2A.

Approximately 50 Jobs.
Budget | ¢ 000,000 Investment
Information
I\A/Isglfce)ggl‘? This sub-program will leverage large customer account support personnel to

identify potential participating data center new construction and retrofit
projects. Sub-program specific marketing efforts will target data center
decision makers — facility manager, energy managers, and administrators.
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C&l - Data Center Efficiency Sub-Program

Contractor
Role

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Program and skill-specific qualifications will be developed and an RFP will
be issued to advertise the competitive opportunity. Selection criteria typically
include overall quality, completeness and responsiveness to the RFP, quality
of approach, prior experience, and cost.

Contractor(s) services may include where appropriate:

marketing and sub-program enrollment;

provision of on-site customer audits;

identification and recommendations for efficiency improvements above
and beyond those provided by the sub-program; and

direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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Description The primary objective of the C&I - Building Commissioning/O&M Sub-

of Program Program (aka Retrocommissioning) is to motivate non-residential customers
to reduce energy use through improvements in the manner facilities are
operated and maintained. This sub-program will offer technical and financial
assistance to identify and implement low cost tune-ups and adjustments that
improve the efficiency of a building’s operating systems by bringing them to
the intended operation or design specifications, with a focus on building
controls and HVAC systems.

Market All non-residential customers, primarily in the commercial, governmental,
Se@.’me”t/ and institutional sectors. Within this group, the sub-program will focus more
Efficiency heavily on large facilities that would typically be more receptive to retro-
Targeted commissioning services.

[Iz/?(lelt\;ﬁ)rg PSE&G will identify a sub-program Administrator, along with supporting

technical staff, who will oversee the program operation, coordination with the
Clean Energy Program, other utility programs, contractor oversight and trade
ally relations. PSE&G intends to use its PSE&G unionized workforce
wherever possible. In circumstances that require expertise that PSE&G does
not have currently and cannot develop in time to meet the market need,
PSE&G will obtain services for the installation of the approved measures
from qualified service providers.

Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

In the event that subcontractors are used for projects that qualify as a "public
work" (as defined by statute), the service provider will adhere to all aspects of
the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et seq., and
will require the same of all subcontractors. For those projects that are not
public works, service providers will be required to pay the equivalent of the
prevailing wages for the county in which the work is to be performed, unless
the work is performed by union employees, in which case the employees will

be paid in accordance with the union contract.
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C&lI - Building Commissioning/O&M Sub-Program

Estimated
Program
Participants

Estimated 29
participants / facilities.
Number treated may
vary depending upon the
level of energy
efficiency work
required.

Estimated
Savings

According to a DOE review of
Retro-Cx case studies, energy
savings can range from 5-30%
over a wide range of building
uses. Most have a simple
payback of <2yrs.

kW — 428
kWh

e Annual — 3,750,000

e Lifetime — 56,250,000
Dtherms

e Annual — 38,462

e Lifetime — 576,923

*Note —actual results will vary
depending on the type and
number of buildings treated.

Link to There is currently no comparable CEP program.
Existing
Programs
EXIStI_ng There are currently no Propo:sed Share the customer cost of
Incentives g . Incentives :
existing incentives for developing the retro-
retro-commissioning and commissioning plan up to a
Oo&M maximum of $10,000 per
project. The cost of
implementing a pilot list of low-
cost improvements may be
subsidized on a $/kWh saved
basis to demonstrate the value of
commissioning efforts.
Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that
demonstrates green job creation. This approach provides factors for both
union and non-union wage jobs created or saved per $1M investment. The

SAHF review is attached as Attachment 2A.

Approximately 8 Jobs.

Budget
Information

$2,000,000 Investment
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Marketing

Approach Sub-program specific marketing efforts will target customers, trade allies and

the energy services industry in specific market segments where
commissioning and improved O&M will provide cost-effective customer
benefits. The sub-program will be marketed to both customers and trade
allies. This marketing will entail targeted direct marketing and, direct contact
by vendor personnel and Company Key Account Managers, trade shows and
trade association outreach. Trade ally marketing to customers will also be an
important component of the customer marketing efforts.

Contractor

Role PSE&G intends to use its PSE&G unionized workforce wherever possible. In

circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Program and skill-specific qualifications will be developed and an RFP will
be issued to advertise the competitive opportunity. Selection criteria typically
include overall quality, completeness and responsiveness to the RFP, quality
of approach, prior experience, and cost.

Contractor(s) services may include where appropriate:
e marketing and sub-program enrollment;
e provision of on-site customer audits;
e identification and recommendations for efficiency improvements above
and beyond those provided by the sub-program; and
e direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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Description
of Program

The C&I - Technology Demonstration Program will be comprised of a
number of technology and site-specific demonstration projects designed to
measure the potential for energy savings for various technologies. The sub-
program will also measure the replicability/applicability for numerous
technologies and the potential for expansion to other projects. This sub-
program will provide support for the State’s goals including economic
development and Brownfield redevelopment. The sub-Program will provide
funding to test emerging energy savings technologies not currently covered
by existing programs. It will be geared toward testing and proving new
technologies for next generation energy efficiency programs. This sub-
program may also provide funding for market research to understand
consumer behavior and receptivity toward adopting new approaches to energy
efficiency. Potential projects could include Plug-In Hybrid Electric Vehicle
(PHEV) technology replacements for standard terminal tractor equipment
used in ports and warehouses and standard utility trouble trucks, LED
Streetlighting applications, standing column geothermal systems in dense
urban settings, office of the future applications, micro-energy homes in urban
settings, university or museum demonstration buildings, etc.

Market
Segment/
Efficiency
Targeted

This sub-program will not be offered to the market as a whole. Each of the
technology and site-specific demonstration projects will be targeted to a
specific location and/or technology type. PSE&G will identify and/or accept
proposals for individual technology demonstration projects and evaluate the
benefits, applicability and savings related to each project.

Delivery
Method

PSE&G will identify a sub-program Administrator, along with supporting
technical staff, who will oversee the sub-program operation, coordination
with the Clean Energy Program, other utility’s programs, contractor oversight
and trade ally relations.

PSE&G intends to use its PSE&G unionized workforce wherever possible. In
circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

In the event that subcontractors are used for projects that qualify as a "public
work" (as defined by statute), the service provider will adhere to all aspects of
the New Jersey State Prevailing Wage Act, N.J.S.A. 34:11-56.25 et seq., and
will require the same of all subcontractors. For those projects that are not
public works, service providers will be required to pay the equivalent of the




ATTACHMENT 2
PAGE 32 OF 39
PSE&G
Energy Efficiency Economic Stimulus Initiative
C&lI - Technology Demonstration Sub-Program

prevailing wages for the county in which the work is to be performed, unless
the work is performed by union employees, in which case the employees will
be paid in accordance with the union contract.

Estimated
Program
Participants

Participation driven by EStlmatEd kW — 1,081
. } Savings
project mix. KWh
12 participants are Annual — 18,947,368
estimated for the purpose Lifetime — 284,210,526
of this filing.
Dtherms

Annual — 192,000
Lifetime — 2,880,000

*Note — These are estimates.
Actual results will vary
depending on the type and
number of projects.

'—'T‘k.to There is currently no comparable NJCEP program. The 2009 NJCEP
Existing program plans do not carve out funding for a specific demonstration program
Programs ; i
category. Such a category is considered necessary as a means to test
promising strategies and technologies that could be incorporated into new
NJCEP offers in the future.
EXIStI_ng There are currently no Propo_sed Project specific.
Incentives existing incentives for Incentives
demonstration projects.
Anticipated

Job Creation

This estimate of potential job creation was developed using factors developed
by the Center on Wisconsin Strategy as reported by SAHF (Steward of
Affordable Housing for the Future) in a literature review of research that
demonstrates green job creation. This approach provides factors for both
union and non-union wage jobs created or saved per $1M investment. The
SAHF review is attached as Attachment 2A.

Approximately 50 Jobs.
Budget | ¢13 000,000 Investment
Information
'\A/Igg:ce)ggf? No marketing is anticipated for this sub-program. The technology

demonstration projects will be identified by the large customer account
support and/or considered based on proposals submitted to the utility by
technology vendors, developers, and community organizations.
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Contractor

Role PSE&G intends to use its PSE&G unionized workforce wherever possible. In

circumstances that require expertise that PSE&G does not have currently and
cannot develop in time to meet the market need, PSE&G will obtain services
for the installation of the approved measures from qualified service providers.
Sub-program and skill-specific qualifications will be developed and an RFP
will be issued to advertise the competitive opportunity. Selection criteria
typically include overall quality, completeness and responsiveness to the
RFP, quality of approach, prior experience, and cost.

Contractor(s) services may include where appropriate:
e marketing and sub-program enrollment;
e provision of on-site customer audits;
e identification and recommendations for efficiency improvements
above and beyond those provided by the sub-program; and
e direct installation of customer-accepted cost-effective efficiency
improvements identified under the sub-program.
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THE BUSINESS OF MISSION November 18, 2008

Retrofitting existing privately owned affordable housing—a literature review of research
that demonstrates job creation as a result of greening multifamily buildings.

Job Creation while reducing Energy Consumption

There is a growing body of evidence to support the conclusion that energy efficiency initiatives
have a positive effect on employment by either directly creating new business opportunities or
indirectly where money saved on utility costs can then be spent in other ways.! The purpose of
this brief is to review recent research conducted in the field and to highlight studies that make
evident the positive impact energy efficient retrofits—from multifamily properties, to single
family homes, to commercial developments—have on job creation and stimulating local
economies.

National Association of Home Builders. A recent study by the National Association of Home
Builders (NAHB) notes that 1.11 jobs and $30,217 in taxes is generated directly for every
$100,000 spent on residential remodeling in a typical metropolitan area of the United States.?
Although the NAHB remodeling report does not address green job creation, NAHB notes that
the report could be used to estimate green job creation arising from energy efficient retrofit
projects. The estimated cost of a typical multifamily retrofit project could be used to estimate
the number of green jobs created, applying the ratio of money spent to jobs created, found in the
remodeling report. For example, using NAHB’s ratio, we can assume that an energy efficient
retrofit project would generate 3.33 full-time jobs if the project consisted of 100 apartments
costing $3,000.00 per retrofitted unit, totaling $300,000.00.> To date, the largest and most
ambitious retrofitting project is the German Alliance for Work and the Environment. Under this
initiative, 342,000 apartments were retrofitted and 140,000 jobs created or saved.*

! Diana Urge-Vorsatz and Aleksandra Novikova, 2007: Residential and commercial buildings. In Climate Change 2007:
Mitigation. Contribution of Working Group Il

to the Fourth Assessment Report of the Intergovernmental Panel on Climate Change [B. Metz, O.R. Davidson, P.R. Bosch, R.
Dave, L.A. Meyer (eds)], Cambridge University Press, Cambridge, United Kingdom and New York, NY, USA, p. 417

2 Helen Fei Liu and Paul Emrath (October 7, 2008). “The Direct Impact of Home Building and Remodeling on the U.S.
Economy,” National Association of Home Builders, p. 1.

Itis important to account for the possibility that a typical energy efficiency retrofit may be more labor intensive than a normal
remodeling job and the retrofit may call for workers with specialized skills.

4 Michael Renner, Sean Sweeney, Jill Kubit, Green Jobs: Towards Decent Work in a Sustainable Low-carbon World.
Worldwatch Institute. United Nations Environment Programme, International Labour Organization, International Organisation
of Employers, International Trade Union Confederation, (September, 2008), pp. 133-34, It was originally estimated that 200,000
new jobs would be created under the program but actually 25,000 jobs were created and 116,000 jobs were saved during a
recession of the German economy. 140,000 new or saved jobs is thus the official job number.
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U.S. Conference of Mayors. The United States Conference of Mayors (USCM) and the Mayors
Climate Protection Center released a report in October, 2008 entitled, “Green Jobs in Metro
Areas.” USCM’s study provides a forecast of the number of green jobs that will be created by
2038 due to building retrofits. USCM bases its job growth estimate on the projected amount of
energy that will be saved during the next thirty years.> USCM assumes a 35 percent reduction in
energy consumption by 2038.° A 35 percent reduction would equal incremental savings of
32,000 million kilowatt-hours per year with 81,000 green jobs created to achieve this energy
efficiency goal.” 49 percent (15,680 million kilowatt-hours) of the annual energy savings would
be in the residential sector and approximately 36,000 of the 81,000 green jobs created, would be
in the residential sector.®. The USCM’s ratio equals 2.3 green jobs created for every million
kilowatt hours saved.’

Center on Wisconsin Strategy. Preliminary analysis by the Center on Wisconsin Strategy used
modeling to estimate the labor content per $1 million investment in measure installation for
multifamily and single-family housing and for commercial (office buildings) in Chicago.'® The
findings demonstrate several points:

e Efficiency work, if brought to scale, will create thousands of installation jobs

e The precise number and type of jobs created will depend partly on program design and
partly on wage scales

e Higher costs, including those for labor, will mean less energy efficiency work per unit of
investment

e Based on typical construction crew make-up, about 30 percent of the work would be
considered entry-level, which might provide an opportunity for modest wages, assuming
the positions afford workers a way into better paying jobs™

Data from two surveys published in 2000 and 2005 by the Energy Center of Wisconsin quantify
efficiency measures that would be cost-effective in various building types — energy savings
would pay for the measures in 10 years or less."> The ECW report on multifamily buildings
provides measure frequency by building size (units per building), where these findings were
applied to Chicago’s multifamily building stock.*®

® United States Conference of Mayors and the Mayors Climate Protection Center, “U.S. Metro Economies: Current and Potential
Green Jobs in the U.S. Economy” (October 2008), p. 15.

®Id.

" Id.

® Id.

° The USCM’s study lumps multifamily and single-family homes into the “residential sector” in making its job growth estimate,
thus making it difficult to determine exactly what portion of job growth can be attributed to the multifamily sector.

10 2008 Center on Wisconsin Strategy (COWS) study for the City of Chicago (as of yet an unpublished memo). The model used
for this report — developed by COWS and the University of Florida’s Powell Center for Building and Environment — is based on
construction estimation techniques, taking out contractor’s profit and overhead, cost for materials, and then allocating the labor
portion of the investment based on loaded labor rates and typical crew make-up. The estimates do not account for other program-
Elated costs, such as auditing or engineering studies, general program overhead, or customer service.

1d.
12 scott Pigg and Andrew Price (April 2005).”Energy and Rental Housing: A Wisconsin Characterization Study.” Energy Center
of Wisconsin. Scott Pigg (October 2002). “Energy Savings from the Wisconsin Energy Star® Homes Program.” Energy Center
of Wisconsin.
13 Abby Vogen (May-June 2006). “Best Practices for New Multifamily Buildings.” Energy Center of Wisconsin.
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By inputing loaded labor rates into the analysis—costs the contractor must pay, including
liability insurance, benefits and other costs—COWS conducted three runs for each building type
which resulted in the following labor rates:

1. Costs for an all-union workforce which included supervisory and skilled work at the
journeyman rate, semi-skilled work at the full apprentice rate, and entry-level work at 80
percent of the apprentice rate

2. The costs to reflect a mix of union and non-union workers and arrangements to reduce
contractor liability

3. The costs reflecting smaller non-union contractors**

These inputs provide a range of job-creation estimates, and highlight the tradeoff that
policymakers face: To start, the higher the pay for measure installation, the fewer jobs are
created for the same investment. For example, in commercial buildings, $1 million invested in
efficiency measures would produce an estimated 4.3 job-years.'®> The same investment would
produce 5.4 job-years in the union/nonunion scenario and would result in 11.5 job-years based
on the Powell Center’s loaded wage survey.'®

COWS “Implementation Strategy” draft provides an estimate of employment in job-years. (One
job year is a full-time job for one person for one year, so 100 job-years in a 10-year program
would provide 10 full-time jobs per year.):*’

e The single-family residential program produces 4,864 to 12,262 job-years.
e The multifamily residential program produces 2,432 to 6,444 job-years.
e The commercial program produces 4,089 to 10,882 job-years.

Skill levels for jobs shown in the results are independent of the union status or pay of the
workers, but are instead based on the make-up of a typical construction crew. Nearly 30 percent
of the jobs created would be entry level, which might provide a justification for modest wages in
those jobs, particularly if the work provides an opportunity to move up into better paying,
possibly unionized jobs.*® Weatherization programs traditionally pay much less than full union
or even prevailing wage rates, citing the programs as the first step on a career ladder.*

Greg Kats, John Braman and Michael James. Using a macro-economic model to analyze
employment impact based on costs and energy savings in a green building, Greg Kats et al.
found that “relative to conventional construction, green buildings increase employment by
shifting resources from energy spending toward design and construction, efficiency, renewable

142008 Center on Wisconsin Strategy (COWS) study for the City of Chicago (as of yet an unpublished memo).

Y1

1

17 Id. Note that the total and per-unit cost estimates in “Implementation Strategy” are based on rough estimates from current
Weatherization Assistance programs, which employ non-union workers.

18Id. Note that the estimates in this memo are for measure installation only, and do not include program overhead or the cost of
diagnosing buildings for retrofit measures.

19 1d. Loaded labor rates from Leopardo and the Powell Center surveys respectively. These estimates do not necessarily reflect
net new labor supply requirements, since some new demand is likely to be satisfied by skilled workers who are currently
unemployed or underemployed.


crcel
Text Box

ATTACHMENT 2A
Page 36 of 39



ATTACHMENT 2A
Page 37 of 39

energy, and recycling.”?® An input-output model was used by Kats et al. yet to be published
“Green Buildings and Communities: Costs and Benefits” 2008 study. % Input-output models
have previously shown that for every one million dollars spent on utilities and energy-related
services, directly or indirectly, supported the creation of 2-4 jobs. Kats et al. assume that if the
identical one million dollars were spent on green building, circa 8 to 12 jobs would be generated,
directly and indirectly. One can therefore safely conclude that shifting to energy efficiency has
the potential to create a substantial net employment benefit for the economy.?* To make this
point evident, Kats’s model assumes that reducing building energy and water use by 30%, typical
of green buildings, costs $3.50/sf (~a roughly 2% ‘green premium’ on a conventional building
with a total cost of $175/sf). Using a conservative assumption, it is presumed that the combined
total savings on the utility and water bills are on average $0.50 per square foot annually. As the
report demonstrates, this means that the reduced utility bills alone provide a payback of 7 years
for green building improvements. “If the building is expected to last, 50 years, that means there
will be about 43 years of utility bill savings as a benefit to the building owner occupants.”® It is
then subsequently assumed that the building occupant borrows the money to make the
improvements at a 7 percent interest rate over a 20-year period. “That means the architect, the
engineer, and the building contractor immediately have work — providing a short-term stimulus
for the economy.”?* While indirectly, the resident has more money to spend during the next 20
years as a result of lower energy and water bills.

Kats et al. further ran a model with inputs from a green office building which indicated that the
net increase in jobs from 92,500sf green building is approximately 1/3 of a full-time job per
year.® This translates to one net job-year being created annually per additional million dollars
invested in green building over conventional building costs.?

On a per square foot basis, the increased economic output

over 20 years from increased employment is roughly $1/sf based
on investments in energy efficiency. While small on the level of
an individual building, a broad transition to green building can
have significant economic impacts. For example, if the US were

to upgrade about one-third of its commercial building space so that
such facilities use about one-third less water and energy by 2030,
the economy would in turn support an estimated 100,000 net new
long-term, good-paying jobs.?’

American Council for an Energy Efficient Economy. The American Council for an Energy
Efficiency Economy estimated in their 2008 report that energy efficiency in the building industry
currently supports more than one million US jobs, including 332,000 in commercial construction

20 Greg Kats, John Braman and Michael James, 2008: “Greening Buildings and Communities: The Costs and Benefits” p.75.

! Id. An input-output model is a set of economic accounts that model how consumers and businesses buy and sell to each other,
illuminating how changes in spending can affect the economy both directly and indirectly.
22 14, p.78.
21d, p.78.
2 1d, p.78.
% 14, p.78.
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and renovation.?® Further, a 2007 report also conducted by the American Council for an Energy
Efficiency Economy used energy efficiency and renewable energy strategies to assess the
economic impact to counter Texas’ growing energy demand—assuming demand that requires a
cumulative $50 billion investment statewide between 2008 and 2036. It was found that the
investment would produce small reductions in profits for traditional utilities by 2035 but, over
the same period of time, the net gain in job-years (i.e. years of full time employment for one
person) state-wide would result in 28,300 and a $1.7 billion net increase in wages.*®

Southwest Energy Efficiency Project. Further, a 2002 study by the Southwest Energy Efficiency
Project estimated that increased investment in energy efficiency could generate 20,500 net new
job-years in Arizona, Colorado, New Mexico, Nevada, Utah and Wyoming by 2010. By 2020
58,400 net additional job-years would be created under a high energy efficiency scenario —
compared with continuing to invest in conventional technology.* Black and Veatch examined
the impact of meeting a renewable portfolio standard in Pennsylvania in 2004 and found that
relative to a ‘business as usual’ scenario, 85,000 net job-years would be created.** Finally, a
2000 report by the Association for the Conservation of Energy in the United Kingdom (UKACE)
analyzed the impact of recent energy efficiency initiatives including programs for efficient
HVAC systems and improved building codes. UKACE found that for every one million Euros
invested in energy efficiency, 8-14 job-years were created. The types of jobs created varied from
unskilled labor to skilled trades to engineering and management. *

German Experience. According to a study of general-efficiency programs in West Germany
between 1973 and 1990, approximately 400,000 new jobs were created due to energy savings of
4.1 exajoules per year, which equals 100 new jobs per petajoule of primary energy saved.*
Other studies performed in Europe and North America in the late 1990’s show 40-60 jobs
created for every petajoule of primary energy saved.*

American Solar Energy Society. The American Solar Energy Society (ASES) estimates that by
2030 the energy efficiency industry will create 14.96 million jobs assuming no change in policy
and no major energy efficiency initiatives, 17.8 million new jobs assuming moderate federal and
state initiative and 32.2 million new jobs assuming aggressive energy initiatives and policies at
the state and federal level.®

28 Ehrhardt-Martinez, Karen and Skip Laitner (2008). “The Size of the U.S. Energy Efficiency Market: Generating a
More Complete Picture” American Council for an Energy Efficient Economy.

29 John "Skip" Laitner, M. E., R. Neal Elliot (2007). “The Economic Benefits of an Energy Efficiency and Onsite Renewables
Strategy to Meet Growing Electricity Needs in Texas” American Council for an Energy Efficient Economy.

% The New Mother Lode: the Potential for More Efficient Electricity Use in the Southwest, Southwest Energy Efficiency Project
2002).

gl Economic impact of Renewable Energy in Pennsylvania (2004). Black and Veatch, Heinz Endowments, Community
Foundation for the Alleghenies.

%2 Joanne Wade, V. W., Ivan Scrase (2000). National and Local Employment Impacts of Energy Efficiency Investment
Programmes, Association for the Conservation of Energy, UK.

% Eberhard Jochem and Reinhard Madlener, The Forgotten Benefits of Climate Change Mitigation: Innovation, Technological
Leapfrogging, Employment and Sustainable Development (Paris: OECD, 2003), p. 18. available at
gttp://WWW.oecd.0rq/dataoecd/6/49/19524534.pdf 1 petajoule is equal to approximately 277 million kilowatt-hours.

1d.

% Bezdek, Roger Renewable Energy and Energy Efficiency: Economic Drivers for the 21° Century, American Solar Energy
Society (July 2007), p. 33, 39.
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Apollo Alliance. Finally, according to a study by the Apollo Alliance, 21.5 new jobs are created
in the United States for every one million dollars invested in energy efficiency programs.®
Using n input-output modeling exercise conducted by the Perryman Group in Waco, Texas, the
findings of the study suggest that the New Apollo Project’s $300 billion investment in energy
and the economy will result in an addition of 3.3 million jobs to the economy, $1.4 trillion in
GDP and produce $284 billion in net energy cost savings, among other key ramifications.

% Apollo Alliance, “New Energy for New America” (Washington, D.C., 2004), p. 8.
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APPENDIX A TO BOAR

IN THE MATTER OF PSE&G OFFERING ENERGY EFFICIENCY AND CONSERVATION PROGRAMS, INVESTING IN CLASS
| RENEWABLE ENERGY RESOURCES, AND OFFERING CLASS | RENEWABLE ENERGY PROGRAMS IN IT'S SERVICE
TERRITORIES ON A REGULATED BASIS PURSUANT TO N.J.S.A. 48:3-98.1

D ORDER:

MIMIMUM FILING REQUIREMENTS
FOR PETITIONS UNDER N.J.S.A. 48:3-98.1

LOCATION
IN FILING

l. General Filing Re

quirements

The utility shall provide with all filings, information and data pertaining
to the specific program proposed, as set forth in applicable sections of
N.J.A.C. 14:1-5.11 and N.J.A.C. 14:1-5.12.

Waiver Requested 5.12 (a) 5
Limit # of Public Hearings (2)

All filings shall contain information and financial statements for the
proposed program in accordance with the applicable Uniform System
of Accounts that is set forth in N.J.A.C. 14:1-5.12. The utility shall
provide the Accounts and Account numbers that will be utilized in
booking the revenues, costs, expenses and assets pertaining to each
proposed program so that they can be properly separated and
allocated from other regulated and/or other programs.

February 4, 2009 Supplemental Filing

The utility shall provide supporting explanations, assumptions,
calculations, and work papers for each proposed program and cost
recovery mechanism petition filed under N.J.S.A. 48:3-98.1 and for all
gualitative and quantitative analyses therein. The utility shall provide
electronic copies of all materials and supporting schedules, with all
inputs and formulae intact.

February 4, 2009 Supplemental Filing

The utility shall file testimony supporting its petition.

Waiver Requested

For any small scale or pilot program, the utility shall only be subject to
the requirements in this Section and Sections Il, lll, and IV. The utility
shall, however, provide its estimate of costs and a list of data it intends
to collect in a subsequent review of the benefits of the program.
Information in Section V may be required for pilot and small programs
if such programs are particularly large or complex. A “small scale”
project is defined as one that would result in either a rate increase of
less than a half of one percent of the average residential customer’s
bill or an additional annual total revenue requirement of less than $5
million. A pilot program shall be no longer than three years, but can be
extended under appropriate circumstances.

Waiver Requested

DOCKET NO. EO08030164
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If the utility is filing for an increase in rates, charges etc., or for February 4, 2009 Supplemental Filing

approval of a program which may increase rates/charges to ratepayers
in the future, the utility shall include a draft public notice with the
petition and proposed publication dates.

Il Program Description

The utility shall provide a detailed description of each proposed Attachment 2 at pages 1-33
program for which the utility seeks approval.

The utility shall provide a detailed explanation of the differences and Attachment 2 at pages 3, 7,11, 17, 22, 26, 29, 32
similarities between each proposed program and existing and/or prior | Attachment 5 at page 5

programs offered by the New Jersey Clean Energy Program, or the
utility.

The utility shall provide a description of how the proposed program will | Attachment 2 at pages 1-33
complement, and impact existing programs being offered by the utility | Attachment 5 at page 5
and the New Jersey Clean Energy Program with all supporting
documentation.

The utility shall provide a detailed description of how the proposed Attachment 2 at pages 1-33
program is consistent with and/or different from other utility programs Attachment 5 at page 5
or pilots in place or proposed with all supporting documentation.

The utility shall provide a detailed description of how the proposed Attachment 5 at pages 6-8
program comports with New Jersey State policy as reflected in reports,
including the New Jersey Energy Master Plan, or, pending issuance of
the final Energy Master Plan, the draft Energy Master Plan, and the
greenhouse gas emissions reports to be issued by the New Jersey
Department of Environmental Protection pursuant to N.J.S.A. 26:2C-
42(b) and (c) and N.J.S.A. 26:2C-43 of the Global Warming Response
Act, N.J.S.A. 26:2C-37 et seq.

The utility shall provide the features and benefits for each proposed Attachment 2 at pages 1-33
program including the following:
i. the target market and customer eligibility if incentives are to be
offered;

2 DOCKET NO. EO08030164
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ii. the program offering and customer incentives;
ii. the quality control method including inspection;
iv. program administration; and

v. program delivery mechanisms.

The utility shall provide the criteria upon which it chose the program.

Attachment 5 at page 2

The utility shall provide the estimated program costs by the following
categories: administrative (all utility costs), marketing/sales, training,
rebates/incentives including inspections and quality control, program
implementation (all contract costs) and evaluation and other.

Attachment 5 at pages 12-13
Attachment 5F at pages 1-6

The utility shall provide the extent to which the utility intends to utilize
employees, contractors or both to deliver the program and, to the

extent applicable, the criteria the utility will use for contractor selection.

Attachment 2 at pages 1-33

In the event the program contemplates an agreement between the
utility and its contractors and/or the utility and its ratepayers, copies of
the proposed standard contract or agreement between the ratepayer
and the utility, the contractor and the utility, and/or the contractor and
the ratepayer shall be provided.

Waiver Requested (Provide as developed)
For standard Terms & Conditions see Attachment 5D, pages
1-17

The utility shall provide a detailed description of the process for
resolving any customer complaints related to these programs.

Attachment 5 at pages 9-10
Attachment 5C

The utility shall describe the program goals including number of
participants on an annual basis and the energy savings, renewable
energy generation and resource savings, both projected annually and
over the life of the measures.

Attachment 2 at pages 1-33
Attachment 5 at pages 16-17
Attachment H at pages 1-4
Attachment 5| at pages 1-12

. Marketing — The utility shall provide the following: a description of
where and how the proposed program/project will be marketed or
promoted throughout the demographic segments of the utility’s
customer base including an explanation of how prices and the service
for each proposed program/project will be conveyed to customers.

Waiver Requested for Initial Filing. (Provide as developed)
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Il. Additional Required Information

The utility shall describe whether the proposed programs will generate
incremental activity in the energy efficiency/conservation/renewable
energy marketplace and what, if any, impact on competition may be
created, including any impact on employment, economic development
and the development of new business with all supporting
documentation. This shall include a breakdown of the impact on the
employment within this marketplace as follows: marketing/sales,
training, program implementation, installation, equipment,
manufacturing and evaluation and other applicable markets. With
respect to the impact on competition the analysis should include the
competition between utilities and other entities already currently
delivering the service in the market or new markets that may be
created.

Attachment 5 at pages 2-3

The utility shall provide a description of any known market barriers that
may impact the program and address the potential impact on such
known market barriers for each proposed program with all supporting
documentation. This analysis shall include barriers across the various
markets including residential (both single and multi-family), commercial
and industrial (both privately owned and leased buildings), as well as
between small, medium and large commercial and industrial markets.
This should include both new development and retrofit or replacement
upgrades across the market sectors.

Attachment 5 at pages 3-4

The utility shall provide a qualitative/quantitative description of any
anticipated environmental benefits associated with the proposed
program and a quantitative estimate of such benefits for the program
overall and for each participant in the program with all supporting
documentation. This shall include an estimate of the energy saved in
kWh and/or therms and the avoided air emissions, wastewater
discharges, waste generation and water use or other saved or avoided

Attachment 5 at pages 16-17

DOCKET NO. EO08030164
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resources.

To the extent known, the utility shall identify whether there are similar
programs available in the existing marketplace and provide supporting
documentation if applicable. This shall include those programs that
provide other societal benefits to other under-served markets. This
should include an analysis of the services already provided in the
market place, and the level of competition.

Attachment 2 at pages 1-33
Attachment 5 at page 5

The utility shall provide an analysis of the benefits or impacts in regard
to Smart Growth.

Attachment 5 at pages 5-6

The utility shall propose the method for treatment of Renewable
Energy Certificates (“REC”) including solar RECs or any other
certificate developed by the Board of Public Utilities, including
Greenhouse Gas Emissions Portfolio and Energy Efficiency Portfolio
Standards including ownership, and use of the certificate revenue
stream(s).

Attachment 5 at page 17

The utility shall propose the method for treatment of any air emission
credits and offsets, including Regional Greenhouse Gas Initiative
carbon dioxide allowances and offsets including ownership, and use of
the certificate revenue stream(s).

Attachment 5 at page 17

The utility shall analyze the proposed quantity and expected prices for
any REC, solar REC, air emission credits, offsets or allowances or
other certificates to the extent possible.

Attachment 5 at page 17

V. Cost Recovery Mechanism

The utility shall provide appropriate financial data for the proposed
program, including estimated revenues, expenses and capitalized
investments, for each of the first three years of operations and at the
beginning and end of each year of said three-year period. The utility
shall include pro forma income statements for the proposed program,
for each of the first three years of operations and actual or estimated
balance sheets as at the beginning and end of each years of said three

February 4, 2009 Supplemental Filing
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year period.

shall provide detailed spreadsheets of the accounting treatment of the
cost recovery including describing how costs will be amortized, which
accounts will be debited or credited each month, and how the costs will
flow through the proposed method of recovery of program costs.

February 4, 2009 Supplemental Filing

The utility shall provide a detailed explanation, with all supporting
documentation, of the recovery mechanism it proposes to utilize for
cost recovery of the proposed program, including proposed recovery
through the Societal Benefits Charge, a separate clause established
for these programs, base rate revenue requirements, government
funding reimbursement, retail margin, and/or other.

January 21, 2009 Petition at pages 11-16

The utility’s petition for approval, including proposed tariff sheets and
other required information, shall be verified as to its accuracy and shall
be accompanied by a certification of service demonstrating that the
petition was served on the Department of the Public Advocate, Division
of Rate Counsel simultaneous to its submission to the Board.

February 4, 2009 Supplemental Filing

The utility shall provide an annual rate impact summary by year for the
proposed program, and an annual cumulative rate impact summary for
all approved and proposed programs showing the impact of individual
programs as well as the cumulative impact of all programs upon each
customer class of implementing each program and all approved and
proposed programs based upon a revenue requirement analysis that
identifies all estimated program costs and revenues for each proposed
program on an annual basis. The utility shall also provide an annual
bill impact summary by year for each program, and an annual
cumulative bill impact summary by year for all approved and proposed
programs showing bill impacts on a typical customer for each class.

February 4, 2009 Supplemental Filing

The utility shall provide, with supporting documentation, a detailed
breakdown of the total costs for the proposed program, identified by
cost segment (capitalized costs, operating expense, administrative

February 4, 2009 Supplemental Filing
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expense, etc.). This shall also include a detailed analysis and
breakdown and separation of the embedded and incremental costs
that will be incurred to provide the services under the proposed
program with all supporting documentation.

The utility shall provide a detailed revenue requirement analysis that
clearly identifies all estimated program costs and revenues for the
proposed program on an annual basis, including effects upon rate
base and pro forma income calculations.

February 4, 2009 Supplemental Filing

The utility shall provide, with supporting documentation: (i) a
calculation of its current capital structure as well as its calculation of
the capital structure approved by the Board in its most recent electric
and/or gas base rate cases, and (ii) a statement as to its allowed
overall rate of return approved by the Board in its most recent electric
and/or gas base rate cases.

February 4, 2009 Supplemental Filing

If the utility is seeking carrying costs for a proposed program, the filing
shall include a description of the methodology, capital structure, and
capital cost rates used by the utility.

February 4, 2009 Supplemental Filing

A utility seeking incentives or rate mechanism that decouples utility N/A
revenues from sales, shall provide all supporting justification, and
rationale for incentives, along with supporting documentation,
assumptions and calculations.
V. Cost/Benefit Analysis

The utility shall provide a detailed analysis with supporting
documentation of the net benefits associated with the proposed
program, including, if appropriate, a comprehensive and detailed
avoided cost savings study with supporting documentation. The value
of the avoided environmental impacts and the environmental benefits
and the value of any avoided or deferred energy infrastructure should
be stated separately.

Analysis to be performed by CEEEP

The utility shall calculate a cost/benefit analysis utilizing the Total

Analysis to be performed by CEEEP

DOCKET NO. EO08030164
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Resource Cost (“TRC”) test that assesses all program costs and
benefits from a societal perspective. The utility may also provide any
cost benefit analysis that it believes appropriate with supporting
rationales and documentation.

The utility shall quantify all direct and indirect benefits as well as
provide projected costs resulting from a proposed program that is
subject to a cost/benefit test.

PSE&G will provide inputs for cost/benefit analysis

Renewable energy programs shall not be subject to a cost/benefit test
but the utility must quantify all direct and indirect benefits resulting from
such a proposed program as well as provide the projected costs. The
utility must also demonstrate how such a proposed program will
support energy and environmental statewide planning objectives, such
as attainment of the Renewable Portfolio Standard and any emission
requirements.

Analysis to be performed by CEEEP

The utility must demonstrate for the proposed program that it results in
a positive benefit/cost ratio, or, if the utility cannot make such a
demonstration, it must provide the rationale for why the proposed
program should be approved.

Analysis to be performed by CEEEP

The level of energy and capacity savings utilized in these calculations
shall be based upon the most recent protocols approved by the Board
of Public Utilities to measure energy savings for the New Jersey Clean
Energy Program. In the event no such protocols exist, or to the extent
that a protocol does not exist for a filed program, the utility must submit
a measurement protocol for the program or contemplated measure for
approval by the Board.

Analysis to be performed by CEEEP

The utility shall also quantify and deduct from the energy and capacity
savings any free rider effects and the business as usual benefits from
homeowners and businesses installing Energy Efficiency or
Renewable Energy without the N.J.S.A. 48:3-98.1 benefits or
incentives.

Analysis to be performed by CEEEP
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NOTICE TO PUBLIC SERVICE ELECTRIC
AND GAS COMPANY CUSTOMERS

IN THE MATTER OF THE PETITION OF PUBLIC SERVICE ELECTRIC AND GAS
COMPANY OFFERING AN ECONOMIC ENERGY EFFICIENCY STIMULUS
PROGRAM IN ITS SERVICE TERRITORY ON A REGULATED BASIS AND

ASSOCIATED COST RECOVERY MECHANISM PURSUANT TO N.J.S.A 48:3-98.1

Notice of a Filing

And

Notice of Public Hearings

TAKE NOTICE that, on January 21, 2009 Public
Service Electric and Gas Company (“Public Service”,
“PSE&G”, “the Company”) filed a Petition and
supporting documentation with the New Jersey Board
of Public Utilities (“Board”, “BPU”) in Docket Number
XXXXXXXX.  On February 4, 2009 the Company
made a Supplemental Filing with supporting
documentation. The Company is seeking Board
approval to implement and administer a PSE&G
Economic Energy Efficiency (“EEE”) Stimulus
Program (“Program”) and to approve an associated
cost recovery mechanism.

PSE&G seeks Board approval to implement an EEE
Stimulus Program to offer energy efficiency projects
to residential, industrial and commercial customers.
PSE&G is proposing to undertake a set of eight (8)
sub-programs  resulting in  an investment of
approximately $190 million over a two-year period.
The Program directly supports the Governor's New
Jersey Economic Assistance and Recovery Plan.

PSE&G proposes to recover all Program costs
through a separate component of the electric and gas
RGGI Recovery Charge (“RRC") entitted EEE
Stimulus Program. The EEE Stimulus Program
component will be applicable to all electric and gas
rate schedules. The component would be reviewed
and modified in an annual filing. The Company is
requesting that the carrying charge on its deferred
balances for this Program be set based upon PSE&G’s
monthly weighted average cost of capital (“WACC"),
together with the income tax effects. The proposed
RRC, if approved by the Board, is shown in Table #1.

Table #2 and #3 below provides customers with the
approximate net effect of the proposed increase in
rates relating to this Program, if approved by the
Board. The annual percentage increase applicable to
specific customers will vary according to the
applicable rate schedule and the level of the
customer's usage. The approximate effect of the

proposed increase on typical electric and gas
residential monthly bills, if approved by the Board, is
illustrated in Table # 4 and 5 below.

Based on the filing, a typical residential electric
customer using 722 kilowatthours per summer month
and 6,960 kilowatthours on an annual basis would
see an increase in the annual bill from $XXXX.XX to
BXXXX. XX, or $X.XX or approximately X.XX%.

Under the Company’s proposal, a residential heating
customer using 100 therms per month during the
winter months and 606 therms on an annual basis
would see an increase in the annual bill from
FXXXXX to $XXX.XX, or $X.XX or approximately
X.XX%. Moreover, under the Company’s proposal, a
typical residential heating customer using 200 therms
per month during the winter months and 1,210 therms
on an annual basis would see an increase in the
annual bill from $XXXX. XX to $XXXX. XX, or $X. XX or
approximately X.XX%.

Any final rate adjustments with resulting changes in
bill impacts found by the Board to be just and
reasonable as the result of the Company’s filing may
be modified and/or allocated by the Board in
accordance with the provisions of N.J.S.A 48:2-21
and for other good and legally sufficient reasons to
any class or classes of customers of the Company.
Therefore, the described charges may increase or
decrease based upon the Board’s decision.

Copies of the Company’s filing are available for
review at the Company’s Customer Service Centers
and at the Board of Public Utilities at Two Gateway
Center, Newark, New Jersey 07102.

The following dates, times and locations for public
hearings have been scheduled on the Company’'s
filing so that members of the public may present their
views.



Date 1, 2009
Location 1

Time 1

Location 1 Overflow
Room 1

Room 1 Overflow
Address 1

City 1, N.J. Zip 1

In order to encourage full participation in this
opportunity for public comment, please submit any
requests for needed accommodations, including
interpreters, listening devices or mobility assistance,
48 hours prior to the above hearings. Customers may
file written comments with the Secretary of the Board

Attachment 4
Page 2 of 3

Date 2, 2009
Location 2

Time 2

Location 2 Overflow
Room 2

Room 2 Overflow
Address 2

City 2, N.J. Zip 2

of Public Utilities at Two Gateway Center, Newark,
New Jersey 07102 ATTN: Kristi 1zzo whether or not

they attend the public hearings.

Table # 1
RRC Charges

Economic Energy Efficiency Total RRC
Stimulus Program Component of
the RRC
Present $/kWhr Proposed Present Proposed
(Incl SUT) $/kWhr $/kWhr $/kWhr
(Incl SUT) (Incl SUT) (Incl SUT
RRC Electric - $ per kWhr $0.000000 SXXXXXXX $0.000021 FXXXXXXX
RRC Gas - $ per Therm $0.000000 FXXXXXXX $0.000384 PXXXXXXX
Table # 2

Impact By Electric Customer Class

PROPOSED PERCENTAGE INCREASES BY CUSTOMER CLASS
FOR ELECTRIC SERVICE

BGS-FP Rate Class % Increase
Residential RS XXX
Residential Heating RHS XXX
Residential Load Management RLM XXX
General Lighting & Power GLP XXX
Large Power & Lighting - Secondary (Peak Load Share 0 — 749) LPL-S XXX
Large Power & Lighting - Secondary (Peak Load Share 750 — 999) LPL-S XXX
BGS-CIEP

Large Power & Lighting - Secondary (Peak Load Share 1,000+) LPL-S XXX
Large Power & Lighting — Primary LPL-P XXX
High Tension — Subtransmission HTS-S XXX
High Tension - High Voltage HTS-HV XXX

The percent increases noted above are based upon current Delivery Rates and the applicable Basic Generation Service (BGS)
charges and assumes that customers receive commaodity service from Public Service Electric and Gas Company.




Attachment 4
Page 3 of 3

Table # 3
Impact By Gas Customer Class

PROPOSED PERCENTAGE INCREASES BY CUSTOMER CLASS
FOR GAS SERVICE

Residential Service RSG XXX
General Service GSG XXX
Large Volume Service LVG XXX
Firm Transportation Gas Service TSG-F XXX
Non-Firm Transportation Gas Service TSG-NF XXX
Cogeneration Interruptible Service CIG XXX

The percent increases noted above are based upon current Delivery Rates and the Basic Gas Supply Service (BGSS) charges and
assumes that customers receive commodity service from Public Service Electric and Gas Company.

Table #4
Residential Electric Service
And Your
And Your Then Your Your Monthly Monthly
Monthly Present Monthly | And Your Proposed Summer Bill Percent
If Your Annual Summer kWhr Summer Bill (1) Monthly Summer Increase Increase
kWhr Use Is: Use Is: Would Be: Bill (2) Would Be: Would Be: Would Be:
1,800 170 $XXXX $XXXX $X.XX X XX%
3,600 360 XX XX XX XX XXX XXX
6,960 722 XXX XX XXX.XX XXX XXX
7,800 803 XXX XX XXX XX XXX XXX
12,000 1,250 XXX XX XXX XX XXX XXX

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

(2) Same as (1) except includes the change for the Economic Energy Efficiency Stimulus Program component of the RGGI
Recovery Charge.

Table #5
Residential Gas Service

Your Monthly And Your

If Your And Your Monthly | Then Your Present | And Your Proposed Winter Bill Monthly Percent
Annual Therm Winter Therm Monthly Winter Bill | Monthly Winter Bill Increase Increase
Use Is: Use Is: (1) Would Be: (2) Would Be: Would Be: Would Be:
222 25 FXX.XX $XXXX $X.XX XXX
444 50 XX.XX XX.XX XXX XXX
606 100 XXX XX XXX XX XXX XXX
1,210 200 XXX XX XXX XX XXX XXX
1,816 300 XXX XX XXX XX XXX XXX

(1) Based upon current Delivery Rates and Basic Gas Supply Service (BGSS-RSG) charges in effect January 1, 2009 and
assumes that the customer receives commodity service from Public Service.
(2) Same as (1) except includes change for the Economic Energy Efficiency Stimulus Program component of the RGGI

Recovery Charge.

Frances I. Sundheim, Esq.
Vice President and Corporate Rate Counsel

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
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ATTACHMENT 5

APPLICATION OF THE
RGGI MINIMUM FILING REQUIREMENTS
APPENDIXATO
PSE&G’S EEE STIMULUS PROGRAM

Public Service Electric and Gas Company’s (PSE&G, Public Service,
the Company) Energy Efficiency Economic Stimulus Program (EEE Stimulus
Program) is comprised of the following eight (8) sub-programs: (1) Residential
Whole House Efficiency Sub-Program, (2) Residential Multi-Family Housing Sub-
Program, (3) C&I - Small Business Direct Install Sub-Program, (4) C&I -
Municipal/Local/State Government Direct Install Sub-Program, (5) C&I - Hospital
Efficiency Sub-Program, (6) C&I - Data Center Efficiency Sub-Program, (7) C&lI -
Building Commissioning/O&M  Sub-Program, and (8) C&I - Technology
Demonstration Sub-Program. These sub-programs are described in greater detail in
Attachment 2. The EEE Stimulus Program description set forth in Attachment 2
provides the following information:

* Description of Program

= Market Segment/Efficiency Targeted
* Delivery Method

= Estimated Program Participants
Link to Existing Programs

Existing Incentives

Proposed Incentives

Anticipated Job Creation

Budget Information

» Marketing Approach
=  (Contractor Role
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RGGI Filing Requirements

Criteria Used to Select Sub-Program - RGGI Section 11-G

The sub-programs were selected from a menu that was developed
through a collaborative effort among the State’s electric and gas utilities, under the
facilitation of the New Jersey Institute of Technology’s Center for Architecture and
Building Science Research. The sub-programs were identified while taking into
consideration various factors such as potential for job creation, energy savings, and
whether it would be complementary to the New Jersey Clean Energy Program
(NJCEP) and other utility energy efficiency programs. The resulting menu was
submitted by the New Jersey Utilities Association (NJUA) on December 9, 2008. See

Attachment 5A attached hereto.

Marketing - RGGI Section 11-M

Refer to sub-program descriptions (Attachment 2)

Marketing materials will be provided to Board Staff and Rate Counsel
as they are developed, prior to EEE Stimulus Program implementation.

Impact on Marketplace, Competition, Employment, Economic Development and
New Business - RGGI Section I11-A

Since this EEE Stimulus Program is incremental to existing programs, it
will increase customers’ access to energy efficiency options. By raising customer

awareness of opportunities to increase energy efficiency, the market may benefit by
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customers’ increased participation in these services (e.g. the purchase of additional
CFL light bulbs, or the future purchase of an energy efficient appliance). Estimates of
potential job creation were developed for each sub-program using factors developed
by the Center on Wisconsin Strategy as reported by Steward of Affordable Housing
for the Future (SAHF) in a literature review of research that demonstrates green job
creation. This approach provides factors for single family, multi-family, and
commercial programs for union and non-union wage jobs created or saved per $1M
investment. The SAHF is attached hereto as Attachment 2A. Refer to sub-program
descriptions for estimates of jobs created. PSE&G has not identified any other
impacts on the marketplace as a whole, competition, employment, economic

development or new business.

Market Barriers - RGGI Section 111-B

The EEE Stimulus Program portfolio was developed to provide a
“whole building” and direct install approach to energy efficiency for residential
single-family and multi-family customers, small business, municipal/local/state
government facilities, hospitals, data centers, building operators, and technology
sectors. The whole building approach is designed to overcome certain market barriers
common to all sectors. These include:

* Misplaced or split incentives are identified where the economic benefits of

energy efficiency do not accrue to the person who is trying to be energy
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efficient. This is the case in landlord/tenant situations where the tenant pays
the bill and the landlord has no financial incentive to invest in higher efficiency
equipment. It is also common in government entities where responsibility for
energy upgrades may be delegated to the individual department level, while
payment of bills often resides at a central finance office.

= Lack of capital and/or access to financing is a common barrier faced by nearly
all residential and business customers in the current economic climate. The
whole building, direct install approach, and the ability to repay the customer’s
share of the energy efficiency measure costs on their utility energy bill are
program elements designed to overcome this barrier.

» Lack of information is an issue for many residential and business customers
who are not in a position to become energy experts. The whole building
approach that starts with an energy audit or design review and customer
education, provided by an entity that customers trust to provide them with

reliable information, is designed to overcome this barrier.

For a complete discussion of market barriers and the theory upon which they are built,
see Chapter 2 in “A Scoping Study on Energy-Efficiency Market Transformation by
California Utility DSM Programs”, prepared by Joseph Eto, Ralph Prahl, and Jeff
Schlegel, Energy & Environment Division, Earnest Orlando Lawrence Berkeley

national Laboratory, July 1996. (Attachment 5B attached hereto.)

Differences and Similarities to NJCEP - RGGI Section 11-B

Refer to sub-program descriptions (See Attachment 2)
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Complement / Impact NJCEP - RGGI Section I1-C

Refer to sub-program descriptions (See Attachment 2)

PSE&G will coordinate program implementation with the NJCEP

Market Managers.

Consistent / Different from Utility Programs - RGGI Section 11-D

See table below.

Document any Similar Programs - RGGI Section 111-D

Energy Efficiency Economic Stimulus
Program

Utility Programs/Similar Programs

Residential Whole House Efficiency Sub-
Program

PSE&G Carbon Abatement Program
NJCEP Home Performance w/ Energy Star

Residential Multi-Family Housing Sub-Program

NYSERDA Multi-Family Pay for Performance
NJCEP Pay for Performance

C&I - Small Business Direct Install Sub-Program

PSE&G Carbon Abatement Program
NJCEP Small Commercial Direct Install
National Grid Small Commercial Direct Install

C&I - Municipal Direct Install Sub-Program

PSE&G Carbon Abatement Program
NJCEP Small Commercial Direct Install
National Grid Small Commercial Direct Install

C&I - Hospital Efficiency Sub-Program

PSE&G Carbon Abatement Program
NJCEP Pay for Performance

C&I - Data Center Efficiency Sub-Program

Austin Energy Data Center Efficiency
PGE High Tech Energy Efficiency

C&I - Building Commissioning/O&M Sub-
Program

NYSERDA Technical Assistance and FlexTech
San Diego Retro-commissioning Program
SCE Retro-commissioning Program

Smart Growth Benefits / Impacts - RGGI Section I11-E

PSE&G has not identified any specific Smart Growth benefits or

impacts that would result from these sub-programs. However, the focus on UEZs
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under certain sub-programs will result in work to be completed in Smart Growth

areas.

Relationship to New Jersey State Policies - RGGI Section I1-E

PSE&G’s EEE Stimulus Program supports the Energy Master Plan
(EMP) Goal 1: Maximize the State’s energy conservation and energy efficiency to
achieve reductions in energy consumption of at least 20% by 2020 resulting in a
reduction in our current energy consumption. (See EMP at p. 54)

As indicated in the EMP, “electric and gas utilities’ relationships with
their customers position them to help those customers improve the energy efficiency
of existing buildings.” (See EMP at p.56). New Jersey customers, residential and
business, have consistently rated the utility as the preferred and most reliable source
for information on how to conserve energy. NJCEP 2007 market research survey
results report that ““...electric utilities are seen as performing somewhat better than
the State at helping businesses address energy issues.” In that same report, focus
group participants “...noted that the utilities have been communicating about energy
efficiency for a long time and, of late, have been increasingly focused on messages
about efficiency and the environment.” This is consistent with the 2006 NJCEP
research, “While several NJ government entities are seen as key stakeholders who can
play an important role, the energy utilities themselves are thought to be the primary

vehicles to provide programs to help consumers conserve energy and use renewable
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energy” and with older PSE&G research that found that the largest percentage of
customers reported that their utility (PSE&G) would be the most reliable source of
energy efficiency information because they believe that utility company staff are
knowledgeable about energy efficiency and they trust them to provide reliable
information. This is a legacy of trust that has been developed over 100 years of
providing safe, reliable energy and providing reliable information on how to save
energy. Utility personnel (service technicians, customer service representatives, large
customer support managers, community affairs managers, union members, managers,
and executives) have thousands of personal contacts with customers on a daily basis —
in their homes, neighborhoods, towns, and businesses. PSE&G has first hand
knowledge of how, when, and why customers use energy and the ability to develop
and implement programs that address customers’ energy needs. PSE&G has a
professional marketing staff with the experience and understanding of how to
communicate energy conservation and efficiency to all customer sectors. And
PSE&G has the ability to provide unique programs that allow customers to pay for
their share of energy efficiency investments on their PSE&G billing statement.

The draft 2020 Global Warming Response Act Recommendations were
issued December 15, 2008 (pursuant to N.J.S.A. 26:2C-42(b) of the Global Warming
Response Act, N.J.S.A. 26:2C-37 et seq.), recommends the full implementation of the

Energy Master Plan, and references the EMP’s recommendation to “Expand
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electricity and gas utility participation to support cost effective achievement of the
State's desired energy efficiency goal.” PSE&G’s proposed program is consistent
with the recommendations presented in this draft plan by expanding utility

participation in energy efficiency.

Quality Assurance Provisions - RGGI Section 11-F(iii)

PSE&G will utilize an independent third-party quality assurance
inspector(s) to perform inspections targeting about 10% of randomly selected treated
buildings. These inspections are intended to identify the quality and appropriateness
of installations, identify missed opportunities and review adequacy and accuracy of
sub-program paperwork. PSE&G will advise the customer as part of the sub-program
that an inspector may call for an appointment to perform an inspection on their
home/small business following the installation of the energy conservation measures.
For multi-family housing, hospitals and data centers, and technology demonstration
projects, PSE&G will review and approve all projects and will conduct a post
implementation inspection of the completed project prior to paying financial

incentives.

Program Administration - RGGI Section I1-F(iv)
PSE&G will provide EEE Stimulus Program administration.

Administration includes activities required to support the delivery of services to
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customers, and may include marketing, inspections, customer surveys, evaluation,
results tracking and reporting, customer billing, vendor management, and invoice
processing. As the EEE Stimulus Program administrator, PSE&G will oversee the
EEE Stimulus Program implementation by both PSE&G employees as well as outside
contractors, as applicable. Customers participating in this EEE Stimulus Program are

not eligible for additional incentives on the same investment under the NJCEP.

Complaint Resolution - RGGI Section 11-K

Customer complaints relating to the design, delivery, or administration
of the PSE&G’s sub-programs potentially may be received through several means —
directly to various PSE&G customer contact personnel and departments or directly to
the NJBPU. In both instances the immediate issue would be referred to the EEE
Stimulus Program management personnel to investigate and resolve. PSE&G will
utilize the same complaint resolution procedures in this EEE Stimulus Program that
were approved for use in the Solar Loan Program and the Carbon Abatement
Program. PSE&G will attempt to resolve disputes with its customers informally in
the first instance. See Attachment 5C attached hereto for a flow chart on how
customer complaints will be processed. Disputes that involve PSE&G’s
administration of the EEE Stimulus Program that cannot be resolved informally will
be resolved through the BPU’s existing process for customer complaints within the

appropriate Division. Disputes between PSE&G and its sub-contractors will be
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resolved in accordance with contract provisions. Disputes under the EEE Stimulus
Program that involve monetary claims or civil damages that cannot be decided by the
NJBPU will be resolved in an appropriate court of law. Administrative agencies such
as the NJBPU do not have the power to exercise or perform a judicial function and
may not determine damages. Muise v. GPU, Inc., 332 N.J. Super 140, 167 (App. Div.

2000); See also, Slowinski v. City of Trenton, 92 N.J.A.R. 2d (BRC) 71, 73 (1992).

General Filing Requirements - RGGI Section I-E

PSE&G will collect data from this Program for a subsequent review of
the benefits. PSE&G will track the following information: customer participation,
EEE Stimulus Program costs, incentive repayments, administration, training,
marketing, inspection and evaluation costs, energy savings measures installed, energy
savings based on NJCEP protocols, and environmental benefits (CO2, NOX, SO2,
Hg) based on NJCEP protocols.

PSE&G plans to track all key program participation data throughout the
duration of the EEE Stimulus sub-programs. In addition to the measures installed,
program costs, incentives, customer payments, energy savings, and environmental
benefits required for an effective program evaluation, PSE&G will also track
customer and program data in the following categories:

=  Customer Information — Name, Address, PSE&G Account #, PSE&G electric

customer, PSE&G gas customer, Home Phone, Work Phone;
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» Demographics - Home Type — Single/Multi family - # of units, Heating Type

— gas, oil, propane, other, Age of home — size of home, Number of full-time
residents;

* Sub-Program - Program in which customer participates;

= Customer Status - Scheduling information, Appointment status — Complete,
Customer no-show or Re-scheduled (reason), Services performed, Measures
installed;

= Customer Interface - Log of customer calls/customer contacts;

= Customer Written Agreements Executed - Income qualification (if required),

Program referrals, Landlord permission required, Repayment agreements;

* Customer Repayment/Billing - Data to PSE&G billing system, Billing on

account set-up, bill route, payment dates.

Contracts - RGGI Section 11-J -

Contracts will be provided to Board Staff and Rate Counsel as they are
developed, prior to EEE Stimulus Program implementation.

PSE&G utilizes standard terms and conditions for outside vendors. A
sample copy of these standard terms and conditions are included as Attachment 5D

attached hereto.
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Summary of Budgets, Administrative Costs, Savings, Benefits
Budgets and Administrative Costs - RGGI Section I1-H
PSE&G will commit up to $190 million in Program investments over a
minimum one-year period towards the delivery of these EEE Stimulus sub-programs
that benefit various customer segments.

= Residential Whole House Efficiency Sub-Program: $25.0 million

» Residential Multi-Family Housing Sub-Program: $25.0 million

» C&I - Small Business Direct Install Sub-Program: $20.0 million

» C&I — Municipal/Local/State Government Direct Install Sub-Program: $35.0
million

= C&I - Hospital Efficiency Sub-Program: $35.0 million

» C&lI - Data Center Efficiency Sub-Program: $12.0 million

»  C&I - Building Commissioning/O&M Sub-Program: $2.0 million

» C&I - Technology Demonstration Sub-Program: $12.0 million

* Admin, Sales, training, Evaluation, IT Capital: $24.0 million

In order to provide flexibility in responding to market conditions and
customer demand, any sub-program over or under spending may be carried over into
subsequent years, as long as the total spending for the EEE Stimulus Program does
not exceed the two-year total. Furthermore, based upon market conditions and the
level of market response to each sub-program during the initial year, PSE&G can
transfer EEE Stimulus Program funding between sub-programs in a subsequent year

in order to maximize energy savings and EEE Stimulus Program resources.
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Certain sub-programs provide for 100% of capital from PSE&G, with
customers repaying a portion of the investment as previously described. Estimates of
sub-program investment repayments (repayments) are as follows:

» Residential Whole House Efficiency Sub-Program: $ 4.6 million

= Residential Multi-Family Housing Sub-Program: $7.5 million

» C&I - Small Business Direct Install Sub-Program: $4.0 million

» C&I - Municipal/Local/State Government Direct Install Sub-Program: $7.5
million

» C&I - Hospital Efficiency Sub-Program: $4.5 million

Sub-program investments, administrative costs, capitalized IT costs, and
repayments are provided in Attachment 5E for each sub-program. These calculations
are documented in the workpaper, WP REB-1 (being submitted electronically only)
and are further described below.

Estimated Program investments and administrative costs are provided in
Attachment 5F as required by the following categories: administrative,
marketing/sales, training, rebates/incentives including inspections and quality control,
program implementation (all contract costs), evaluation and other. Since these
categories are the same as those utilized to report program and administrative costs
for the NJCEP, the NJCEP format was utilized in these schedules. Program
investments and administrative costs were allocated between electric and gas based

upon the percent of projected sub-program kWh and therm savings and associated
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costs, as further described below. Capitalized IT costs are not included in these
schedules.

Sub-program investments, administrative costs, and repayments were
developed for each sub-program based on inputs unique to each sub-program such as
the number of participants, the number and costs for energy efficiency measures
specific to each sub-program, the number and type of quality assurance measures, etc.
In addition, EEE Stimulus Program administrative costs were benchmarked against
NIJCEP 2007 reported results in order to ensure consistency with NJCEP program
delivery. The sub-program investments, administrative costs, and repayments were
then allocated to electric and gas based on the percent of projected total electric and
gas energy savings associated with each sub-program. The methodology for
determining the estimated energy savings and the subsequent allocation of those
savings to electric and gas are described below.

* For Residential Whole House Efficiency and Residential Multi-Family
Housing, all budgets and costs were allocated 60% electric and 40% gas based
on the NJCEP Comfort Partners historical results.

* For the C&I - Small Business Direct Install and C&I — Municipal/Local/State
Government Direct Install budgets and costs were assumed to be 90% electric
and 10% gas. These sub-programs were assumed to be primarily electric based
on early National Grid experience; however, actual results will depend on the
type of energy savings measures that are installed, which may include gas

measures. The C&I - Data Center Efficiency Sub-Program was assumed to be
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80% electric and 20% gas. Sub-program investments per kWh and therm were
estimated based on a review of historical NJCEP Commercial and Industrial
energy savings reported in NJCEP annual reports. Since historical NJCEP
savings were primarily driven by electric measures and the data centers have
high cooling loads, sub-program investments per kWh and therm were
estimated based on a review of historical NJCEP Commercial and Industrial
energy savings reported in NJCEP annual reports.

The C&I - Hospital Efficiency, C&I - Building Commissioning/O&M, and
C&lI - Technology Demonstration Sub-Programs were assumed to be 60%
electric and 40% gas. Sub-program investments per kWh and therm were
estimated based on a review of historical NJCEP Commercial and Industrial
energy savings reported in NJCEP annual reports. Since historical NJCEP
savings were primarily driven by electric measures, the historical data were
adjusted to reflect a whole building approach, which increases the anticipated
level of gas savings. Further, the analysis is based on generic assumptions, and
the actual results will be dependent on the nature of the measures installed
when the projects are actually implemented and the work performed. Since
PSE&G did not have a basis for estimating the number and type of CHP
installations that will occur in the C&I - Hospital Efficiency Sub-Program, the
impact of CHP was not specifically considered in the estimation of energy

savings; however, actual results will capture the impact of CHP installations.

Capitalized IT costs were based on a management estimate. These costs

were allocated to each sub-program based on the sub-program’s percent of total EEE

Stimulus Program investments. Each sub-program’s share of total Capitalized IT
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costs were then allocated to electric and gas based on the percent of projected total

electric and gas energy savings associated with each sub-program.

Goals, Energy Savings and Environmental Benefits - RGGI Section I1-L and 111-C
PSE&G estimates of annual participants for each sub-program are
documented in Attachment 5G. Energy savings, annual and lifetime, overall and for
each participant, were estimated for each sub-program for program years 2009 — 2010
and are documented in Attachment SH, using the methodology previously described.
Avoided air emissions were estimated using projected Program energy savings by
applying electric and gas emissions factors developed by the New Jersey Department
of Environmental Protection (NJ DEP) and documented in the Protocols. Avoided air
emissions for each sub-program, annual and lifetime, overall and for each participant,
are provided in Attachment 5. Program savings and the environmental benefits of
avoided emissions were determined by applying NJCEP Protocols to Measure
Resource Savings, Revisions to September 2004 Protocols, December 2007, to the
energy savings associated with each sub-program. The amount of air emission
reductions resulting from the energy savings were calculated using the energy savings

at the system level and multiplying them by factors developed by the NJ DEP.
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System average air emissions reduction factors provided by the NJ DEP

Emissions Electric Emissions Gas Emissions

50|65 eperbiumemes
PR YYNSY

Credits, Offsets, Allowances, and Certificates - RGGI Section 111-G

The sub-programs do not generate any Renewable Energy Credits, Air
Emission Credits, or any other credit, offset, allowances or certificates. If any such
credits are created in the future, any net proceeds from such credits will be provided

to ratepayers by reducing revenue requirements. PSE&G will collect data related to

such credits where applicable.
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VERIFICATION

STATE OF NEW JERSEY)

COUNTY OF ESSEX )

I, the undersigned, being duly sworn, depose and say that the information
contained in Attachment 5, to the best of my knowledge, information and belief, is

true, correct, accurate and complete.

Robin E. Bryant
Manager, Market Strategy and Planning
Public Service Electric and Gas Company

Sworn and Subscribed to )
before me this 21% day )
of January 2009 )
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'L 50 West State Street * Suite 1117 * Trenton, NJ 08608
NEW JERSEY UTILITIES ASSOCIATION 609-392-1000 * Fax 609-396-4231 * www.njua.com

December 9, 2008

Mr. Sam Wolfe, Esq.

Chief Counsel

New Jersey Board of Public Utilities
Two Gateway Center

Newark, New Jersey 07102

Re: Program Design for $500 Million Energy Efficiency Economic Stimulus Investment
Dear Sam:

On behalf of the energy utility company members of the New Jersey Utilities Association, | am submitting
for further discussion with the Administration a matrix of possible energy efficiency programs to be
conducted under the Governor's Economic Stimulus initiative. Please note that Jersey Central Power
and Light has suggested an alternative approach to achieving the desired economic stimulus and
consequently is not a party to this proposal.

Shortly after the kick-off meeting at which the Administration advised the utilities of the intention to quickly
pursue initiating utility-run energy efficiency programs to help stimulate the State’s economy, the utilities
began meeting among themselves to strategize the best way to approach this challenge. It was
concluded that while coordination was needed and possible, in the short-time frame that has been

given and in light of the differences in utility service territories, including financial and technical
circumstances, it would not be feasible to undertake a single filing of programs that would be offered
across all utilities. Instead, the companies agreed that it would make sense to develop a matrix or
“menu” of programs that, to the greatest extent possible, meet the criteria articulated by the
Administration as important to meet their goals and to allow the utilities to identify which of the

programs they could offer and for which they would submit filings to the Board.

The utilities had numerous meetings and conference calls facilitated by Deane Evans, Executive
Director of NJIT. During those sessions, programs that utilities were interested in offering were
discussed and reviewed with consideration of the potential relationship to existing and pending
programs under New Jersey’s Clean Energy Program, perceived needs in the market, potential for job
creation and potential energy savings. This menu of programs is included in the Attachment.

The menu provides an overview of possible programs that the utilities believe best meet the key criteria
of the Administration and could be initiated some time in the first part of 2009. For each program, there
is a separate description that is also included in the Attachment.

The descriptions apply generically and may be further tailored by utilities in their individual filings based
on their specific technical and financial circumstances for individual customer needs.

We envision that each utility will produce a filing that details the programs it intends to offer, the energy
savings that it anticipates the program(s) to generate at assumed participation levels, the associated

Aqua New Jersey, Inc. * Atlantic City Electric Company * Atlantic City Sewerage Company * Elizabethtown Gas * EMBARQ
Gordon’s Corner Water Company © Jersey Central Power & Light, A FirstEnergy Company * Middlesex Water Company
New Jersey American Water * New Jersey Natural Gas. * Public Service Electric & Gas Company * Rockland Electric Company
Shorelands Water Company * South Jersey Gas Company * United Water New Jersey * Verizon New Jersey
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estimated costs and cost recovery mechanism with anticipated customer bill impacts. While
appropriate cost recovery is essential for all companies, the specific financial requirements of the
energy utilities will vary by company and will be identified in the company-specific filings.

Although the program design discussions have been conducted separately from the financial discussions,
they are directly related. While a number of the financial issues have been addressed in previous
meetings, for the sake of clarity we have summarized the issues the utilities believe the State will need to
address directly and expeditiously to enable utilities to move forward with program filings. It is important
that the Administration address these issues in a way that demonstrates that utility participation in the
$500 million energy efficiency economic stimulus initiative benefits both the New Jersey economy
generally and consumers specifically, while allowing the companies to continue to meet the needs of their
employees and shareholders.

Access to and Cost of Capital

The most recent tightened credit markets affect utilities as much as consumers and other businesses. As
a result, current market conditions tighten access to capital and meaningfully increase a utility’s cost of
capital. Assuming that the companies are able to access capital, there must be assurances that they will
receive a reasonable return on their investment that covers the rising cost of capital. The State has
made it clear that investment in energy efficiency and job creation are highly valued. For utilities to play a
significant role in achieving those goals, it will be important for the value placed on energy efficiency and
job creation to be recognized in the financial treatment of the investments made to meet those goals as
equal to competing investments to which the relatively scarce capital might otherwise be put. The utilities
must be able to receive a return on energy efficiency investments equal to that for putting the same
capital resources into distribution investments.

Cost Recovery and Funding Mechanisms

The costs of delivering energy efficiency programs must be fully recoverable within a reasonable time
frame. Whether recovery would occur through a rider or clause or embedded in base rates it will need
to be determined on a company-by-company basis.

We appreciate the State’s interest in having individual customers bear some of the costs of the energy
efficiency measures that they might choose given that they are the intended beneficiaries. However,
given that there is also a societal benefit to achieving the Governor’s short and long-term energy
efficiency goals, it will be important to achieve an appropriate and effective balance between what the
individual customer pays and what costs will be borne by all customers. Models such as “Pay as You
Save” have not shown demonstrable levels of success in jurisdictions where they have been tried and
can not be effectively packaged for some HVAC equipment upgrades over reasonable terms.
Additionally, in a waning economy, levels of payment delinquencies for the cost of the commaodity and
service rise above normal levels. Under current economic constraints where customers have
difficulties making mortgage or basic utility payments, customers will need to be very highly incentivized
to make short-term energy efficiency capital investments with long term payoffs. Utility companies cannot
be at risk for these investments.

Avoidance of Financial Harm to Utilities

The energy utilities can provide statewide support and implementation for energy efficiency programs but
there needs to be a mechanism in place to enable them to cover their fundamental costs of doing
business as revenues decline from successful energy efficiency and conservation measures. Although
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Section 13 of the RGGI law provides for the Board to allow a mechanism to accommodate lost revenues,
this issue has yet to be addressed. It is unlikely that certain provisions for addressing reduced margin
recovery in the two existing Conservation Incentive Programs will be an adequate means of addressing
this issue in permanent longer-term programs for some utilities. On a going- forward basis, these
concerns need to be resolved in order to ensure that the goals of the State can be met in a program that
fairly aligns the interests of ratepayers and utilities. We encourage the Administration to address these
issues and ensure that cost recovery mechanisms appropriate to the individual circumstances of each
utility is put in place.

Cost-benefit Analyses

We agree that the most effective savings can be achieved through programs directed at commercial
and industrial (C&l) customers. However, the OCE has a very broad based C&I program in place
statewide. It seems reasonable to assume that this program should be providing the most cost
effective projects and the most motivated customers are being addressed by the existing program.
Therefore, there will be a higher cost to achieve energy efficiency benefits incremental to and above
those of the existing program. In addition, some utility service territories have few C&I customers,
many of whom bear more of the characteristics of a residential customer. For those companies, the
cost per unit of energy saved will not be as beneficial as it could be in a territory with a higher number
of C&I customers. The cost for each program will, therefore, vary greatly by each utility. If the State
expects a certain level of benefit to be achieved for the cost of the programs, that should be specified
as soon as possible so that companies do not propose programs that cannot achieve the targeted
level.

I hope that the information we have provided here and in the attachments is helpful. We look forward to
discussing these issues further with you and Rate Counsel and working jointly to create a road to success
for these and future energy efficiency programs.

Sincerely,

brsu b - (Uosendix

Karen D. Alexander
President and CEO

Attachment
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WHOLE BUILDING Energy Efficiency Programs

Enhanced Residential HVAC Rebate Program Description

November 25, 2008

Description of
Program

Currently, the overwhelming majority of customers with existing HVAC
equipment that is being replaced due to immediate or imminent equipment
failure opt for standard efficiency for their new units. In order to get on
track toward the Energy Master Plan savings targets, the state would need
nearly every customer faced with an equipment decision to select high
efficiency equipment. Since this decision will most likely be made only
once by most households between now and 2020, it is critical to start
significantly influencing those purchases now. Accordingly,
participating utilities may offer enhanced incentives for heating and air
conditioning equipment purchases which qualify for incentives under the
current Warm and Cool Advantage programs. However, customers
would only be entitled to this enhanced rebate if they agree to have a free
HPES Tier I audit or an equivalent offering under a BPU approved
program. These audits may be performed either by certified contractors or
by utility personnel.

Market
Segment/
Efficiency
Targeted

Residential customers in existing homes who receive electricity and/or natural gas from a New
Jersey public utility and who are customers of record with a separately metered electric and/or
gas account are eligible for participation in this program.

Residential customers that have existing HVAC equipment needing
imminent replacement. The program will incent the installation of high
efficiency HVAC equipment and the installation of energy conservation
measures. This program will target customers in older existing homes,
with good potential for whole house energy savings.

Delivery
Method

This program will be directly promoted to customers through HVAC
contractors, and through targeted utility promotion.

Estimated
Program
Participants

utility specific Estimated Savings estimates will be
savings applied according to accepted
protocols

Link to existing
programs

WARM Advantage

COOL Advantage

Home Performance with Energy Star
Residential Home Energy Tune-up
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Existing * WARM Advantage $300 - Proposed This proposed plan will
Incentives 400 per heating system Incentive offer an incremental
rebate and/or repayment
* HPES Tier I- NJCEP plan to customers who
discount on the cost of the upgrade to an energy
audit. Tier II- NJCEP efficient heating system.
Program offers up to $1000 for The repayment option is
air and duct sealing. Tier III- subject to meeting
choice of rebates ranging from approved utility credit
10% to 50% of the criteria.
improvements with total rebate
cap of $5000 or low cost
financing through a 3" party.
* Residential Home Energy
Tune-up — Tier 1 Free audit.
Tier II — Air sealing up to
$1000. Tier III — Incentives
from 50%-80% based on
income.
Estimated All savings will be calculated by the Clean Energy Program Manager,
avoided air according to approved protocols
emissions
Anticipated Need CEEEP info here.
Job Creation
Budget Utility specific
information
Marketing This program will be marketed using multi-layered approaches.
Approach Participating utilities will target market the program directly to customers,

and will work with local HVAC contractors to ensure that they understand
the additional rebates available and the associated requirements.

Cost Recovery/

Utility specific

Rate design
Contractor | It will be the role of any local HVAC contractor who is currently engaged
Role in equipment replacement to make the customer aware of the enhanced

rebate opportunity. The enhanced rebates should also provide significant
support to the demand for contractor services in this tighter economy.




ATTACHMENT

ATTACHMENT 5A
PAGE 6 OF 33

WHOLE BUILDING Energy Efficiency Programs

Non Residential Energy Efficiency Investment Program Description

November 25, 2008

Description of
Program

This program is designed to generate large energy savings for larger
commercial / industrial accounts, including but not limited to: multifamily
housing complexes, institutions, municipal complexes, schools, medical
facilities, hotels and casinos, and industrial users. The major thrust of this
program is to provide an additional incentive to non residential customers
but it may also be combined with the commercial customer repayment
plans referenced in a separate template. Participating utilities may buy
down the difference to install whole building energy efficient
technologies, devices, and related equipment and yield positive cash flows
over time for the customer. The needs of the customer would be assessed
by a representative of the participating utility or by the NJ Clean Energy
Program Market Manager. The project would be coordinated with the
NJCEP Market Manager in territories where the utility is not operating an
independent program.

This incentive may be matched with additional NJCEP incentives.

Market
Segment/
Efficiency
Targeted

The plan is applicable to all non residential customers within a
participating utility’s service territory who receive natural gas and/or
electricity is provided by a New Jersey public utility.

The program will be specifically targeted to larger commercial and
industrial customers.

Delivery
Method

The selection of program delivery personnel will be determined by the
participating utility. Program implementation and sales may include
outside resources, the NJCEP Market Manager, and utility staff. The
actual work will be performed by area mechanical contractors,
engineering firms, energy services companies, or utility personnel.

Estimated
Program
Participants

Utility Specific Estimated savings | The savings calculations
will be performed based
upon approved NJCEP
protocols
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Link to NJCEP SmartStart Program
existing
programs
Existing See Current Proposed Utility will provide
Incentives 2009 NJCEP Incentives repayment and incentive
TRC Filing options,
Estimated Will follow approved NJCEP Protocol
avoided air
emissions
Anticipated | Utility specific. Need CEEEP info here.
Job Creation
Budget See Attachment  for categorization of costs.
information
Marketing | The approach to this program will entail a multi-level approach. This
Approach program will require marketing from energy service providers and

developers; coupled with web site applications, heavy business outreach
and education, trade ally programs, trade publications, and contractor
outreach. In addition, the communication will need to be supplemented
with coordinated utility sales efforts.

Cost Recovery/ | Utility specific
Rate design
Contractor | It will be the role of energy service contracting firms, energy engineering
Role companies, and engineers who specialize in large applications, to

promote, design, and install energy efficiency measures.
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WHOLE BUILDING Energy Efficiency Programs
Commercial Customer Repayment Program
November 25, 2008

Description of
Program

This program will encourage participation and implementation of NJCEP SmartStart
Building program qualified measures or improvements identified by the 2009 NJCEP
Direct Install program. Participating utilities will offer commercial customers
repayment options for the customer’s financial obligation, to install energy efficiency
measures identified through these programs. Such programs may be net of any NJCEP
rebates received. The repayment period and applicable interest rate may vary by utility
and by program. Ultilities may choose to limit the technology improvements to their
fuel type or may accept improvements for all fuel types. Utilities may impose a limit of
the amount of financing available per customer. Financing eligibility may be based on a
utility’s approved credit review. The project would be coordinated with the NJCEP
Market Manager in territories where the utility is not operating an independent program.

Market Segment/

Efficiency
Targeted

The program will be marketed to all customers, who receive natural gas and/or
electricity provided by a New Jersey public utility, who can install measures which are
eligible for either SmartStart Buildings program, or the new NJCEP Direct Install
program.

Delivery
Method

The improvements will be delivered consistent with existing SmartStart and Direct
Install channels. Utilities will work with the NJCEP Commercial Market Manager, and
may employ the services of another energy engineering company, to raise awareness of
new financing options with active contractors and commercial customers. This
program will also be supported by managerial and sales staff provided by the utility.

Estimated
Program
Participants

Utility Specific Estimated savings Energy savings which
result from this program
will be determined by the
NIJCEP Market Manager,
according to approved
protocols.

Link to existing

Directly linked to NJCEP SmartStart Building and new NJCEP Direct Install program

programs
Existing SmartStart- NJCEP rebate Proposed Utility to provide the up-front
Incentives for incentives vary by measures. Whole cost of installing the
2009 No changes to rebate levels Building recommended gas measures and
proposed Incentives offer a repayment plan to the

customer. This repayment option
may be conditioned upon the
customer forwarding all NJCEP
incentives and rebates received
under this program to the utility
and is subject to meeting

Direct install- NJCEP provides
80 percent of the costs of the
recommended measures.

approved credit criteria.
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Estimated To be calculated by the NJCEP Market Manager, according to approved protocols
avoided air

emissions

Anticipated Job | Utility specific. Need CEEEP info here.
Creation
Budget See Attachment  for categorization of costs.

information

Marketing Utilities will partner with the NJCEP Market Manager, and other local energy
Approach engineering firms to promote this program by working with contractors, local business

organizations, and Chambers of Commerce, industry and trade groups. Utilities will
also promote this offer through utility Web Sites, and may also employ various print
publications

Cost Recovery/
Rate design

See Attachment  (to be drafted) which maps the budget information to cumulative
program cost and first year cost recovery.

Contractor Role

It will be the role of energy service contracting firms, energy engineering companies,
and engineers who specialize in large applications, to promote, design, and install
energy efficiency measures. The program will be coordinated with the commercial
market manager of the NJCEP.
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WHOLE BUILDING Energy Efficiency Programs
Residential Repayment Plans Description
November 25, 2008

Description of

Through this program, participating utilities will offer eligible customers an aggressive

Program financial package to assist in obtaining whole house energy efficiency, comfort and
savings either through the NJCEP Home Performance with Energy Star (HPES) program
or other residential utility energy efficiency programs approved by the BPU.
Participating utilities will offer residential customers repayment options for the
customer’s financial obligation, to install energy efficiency measures identified through
these programs. Such programs may be net of any NJCEP or utility rebates received.
The repayment period and applicable interest rate may vary by utility and by program.
Utilities may choose to limit the technology improvements to their fuel type or may
accept improvements for all fuel types. Utilities may impose a limit of the amount of the
repayment plan available per customer. Repayment plan eligibility may be based on a
utility’s approved credit review. Utilities may choose to limit the availability of
repayment plans for customers that prefer certain rebate options or may establish
separate considerations to provide both options for income qualified customers.

Market Residential customers in existing homes who receive electricity and/or natural gas from a New
Segment/ Jersey public utility and who are customers of record with a separately metered electric and/or
Efficiency gas account are eligible for participation in this program. All residential customers within the
Targeted participating utility’s service territory, which are not income eligible for NJCEP Low

Income Program services. The purpose of this program is to aggressively boost customer
implementation of comprehensive energy efficiency improvements, and to achieve
comprehensive energy savings through additional incentives and financing.

Delivery This program will be delivered through certified home energy auditors, trained external

Method heating, home improvement and energy service contractors, and utility personnel.
Estimated Utility specific Estimated savings Savings will be based upon
Program approved NJCEP protocols.

Participants

Link to

existing NJ Home Performance with Energy Star® program
programs Residential Home Energy Tune-up
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Existing Tier I- NJCEP Proposed Utility will provide the up-front Total
Incentives discount on the cost | Incentive cost of installing the recommended |Incentiv
of the audit. Tier energy savings measures and offer a
ITI- NJCEP Program repayment plan to the customer
offers up to $1000 This repayment option may be
for air and duct conditioned upon the customer
sealing. Tier III- forwarding any NJCEP incentives
choice of rebates and rebates received under this
ranging from 10% program, to the utility, and are
to 50% of the subject to meeting approved utility
improvements with or outside financial company credit
total rebate cap of criteria.
$5000 or low cost
financing through a
3" party
Estimated To be calculated by the NJCEP Market Manager, according to approved protocols
avoided air
emissions
Anticipated | Utility Specific. Need CEEEP info here.

Job Creation

Budget Utility Specific
information
Marketing Multi tiered approach: Service providers and homeowners. Direct mail complemented
Approach by print and broadcast media channels. Bill stuffers, web site, community outreach and
education, trade ally programs, call center “up-selling”, and targeted outreach where
available may be used.
Cost Utility specific
Recovery/
Rate design
Contractor | Availability of repayment plans is expected to increase the quantity and depth of
Role contractor workload.
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Energy Efficiency Programs
Residential Whole House Program Description
November 20, 2008

Description of
Program

The primary objective of the Residential Whole House Program is to motivate residential
energy consumers to use a whole-house approach to reducing energy consumption when
considering home improvements such as new heating and air conditioning equipment,
replacing windows, or adding insulation. Rather than focusing on a single component, the
homeowner will be provided with an assessment of how a combination of improvements,
such as air sealing and duct leaks, adding insulation, improving the HVAC system and
upgrading lighting and appliances would result in a more comfortable home, with lower
electricity or natural gas consumption. The program will achieve this goal through the direct
installation of energy savings measures, as included in the program and recommended by an
energy audit. The program will also provide comprehensive, personalized customer energy
education and counseling. Three audit tiers will be offered to customers.

During the audit, and with the customer’s approval, the contractor will install up to ten CFLs
in specific areas of higher energy use, as well as other specific measures included in the
detailed program descriptions. The audit will be designed to estimate potential energy savings
due to infiltration and heat loss through walls and attics. In addition, the assessment will
include identification of the age and size of the heating, air conditioning and water heating
systems, the last service date, and assessment of duct leakage and insulation. The report will
be presented to the customer with recommendations for upgrades and information about
available rebates.

Market Segment/
Efficiency
Targeted

Residential customers in existing homes who are looking for ways to save money by reducing
energy use or are considering upgrades and improvements to their home. HVAC, remodeling,
insulation and weatherization contractors and other trade allies interested in offering
comprehensive home energy performance services to their customers will also be a target of
this program.

Residential customers in existing homes who receive electricity and/or natural gas from a
New Jersey public utility and who are customers of record with a separately metered electric
and/or gas account are eligible for participation in this program.

Delivery
Method

Program implementation will be provided by a utility and/or third-party vendor. The vendor
will be selected through a competitive RFP process. The utility and/or vendor will be
responsible for recruiting and training contractors, processing incentives, and ongoing spot
audit verification. A detailed implementation plan, measures list, deemed savings, and rebate
levels are to be developed.

Key elements of the Residential Whole house Program implementation strategy include:

Home energy analysis software: The Utility will work with the implementation vendor to
select appropriate home energy analysis software. Or if feasible the participating utility may
use the same software utilized by the NJCEP HPwWES market manager. The software must
be capable of storing and downloading each analysis to enable tracking and verification.
(Onsite reporting capability will likely depend on the availability of utility bills.)

Contractor recruitment: The implementation vendor and/or the utility will recruit HVAC,
remodeling, insulation and weatherization contractors and other trade allies interested in
offering comprehensive home energy performance services to their customers. Contractors
will be required to sign a participation agreement, and abide by all program protocols and
reporting requirements.

Customer recruitment: The primary customer recruitment mechanism will be the direct
marketing activities of participating contractors/utilities. The Utility and/or its
implementation vendor will conduct direct marketing to customers that may include direct
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mail, bill stuffers, and door hangers. Program information will also be posted on the utility
website and provided through the utility Call Center. The utility will work closely with
municipal, local community, and non-profit entities to identify neighborhoods to target for
program participation.

Home energy survey: Participating trade allies and/or utility personnel will provide energy
assessments for interested customers. The cost of the assessment will be determined by the
utility: no cost or a nominal fee. The remainder of the audit cost will be subsidized by the
program. During the audit and with the customer’s approval, the contractor will install CFLs
in specific areas, as well as other specific measures included in the detailed program
descriptions. The audit will be designed to estimate potential energy savings due to
infiltration and heat loss through walls and attics. In addition, the assessment will include
identification and of the age and size of the heating, air conditioning and water heating
systems, the last service date, and assessment of duct leakage and insulation. The report will
be presented to the customer with recommendations for upgrades and information about
available rebates.

Estimated
Program
Participants

Estimated
savings

Estimate: 728 kWh and 41 therms per
participant, and 0.11 kW per participant
(based on Comfort Partners 2007 results).
Note: savings will vary based on Tier
participation level and the age and
condition of the participating housing
stock.

Utility Specific Estimate

Link to existing

Existing programs include:

programs Comfort Partners (Low Income Program)
Home Performance with Energy Star Tier 1, Tier 2 and Tier 3.
Residential Home Energy Tune-up
Note: This Residential Whole House Program provides similar services to a greater
number of customers.
Existing Proposed Check-Up (Tier 1)-
Incentives Incentives Audit with installation of simple
energy savings measures such as
CFLs
Tune Up ( Tier 2) -
Includes Tier 1 plus up to $1,000 in
air sealing.
Fix-Up (Tier 3)-
Includes Tier 1 and Tier 2 plus
customer contribution for a % of
the cost for enhanced measures
recommended by the audit.
Estimated
avoided air To be based on existing NJDEP protocols.
emissions
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Anticipated Job

Creation To be based on CEEEP findings.
Budget Utility Specific
information
Marketing Program specific marketing efforts will target contractors and trade allies in the HVAC and
Approach home improvement industries. These industries will be marketed using targeted direct

marketing, direct contact by utility and/or program vendor personnel, trade shows and trade
association outreach. Trade ally marketing to their customers will also be an important
component of the customer marketing efforts.

The primary customer recruitment mechanism will be the direct marketing activities of
participating contractors/utilities. The Utility and/or its implementation vendor will conduct
direct marketing to customers that may include direct mail, bill stuffers, and door hangers.
Program information will also be posted on the utility website and provided through the
utility Call Center. The utility will work closely with municipal, local community, and non-
profit entities to identify neighborhoods to target for sub-program participation.

Cost Recovery/
Rate design

Utility Specific

Contractor Role

The implementation vendor/utility will recruit HVAC, remodeling, insulation and
weatherization contractors and other trade allies interested in offering comprehensive home
energy performance services to their customers. Contractors will be required to sign a
participation agreement, and abide by all program protocols and reporting requirements.

The implementation vendor/utility will conduct ongoing monitoring and evaluation to
verify contractor work.
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New Jersey Utilities
Governor’s Economic Stimulus Package
Building Commissioning and O&M Program

Description of

The primary objective of the Building Commissioning and O&M Program is to motivate non-

Program residential customers to reduce energy use through improvements in the manner facilities are
operated and maintained. The Program will offer technical and financial assistance to identify
and implement low cost tune-ups and adjustments that improve the efficiency of a building’s
operating systems by bringing them to the intended operation or design specifications, with a
focus on building controls and HVAC systems.

Market Segment/ | All non-residential customers, primarily in the commercial, governmental, and institutional
Efficiency sectors, who receive electricity and/or natural gas from a New Jersey public utility and who are
Targeted customers of record with a separately metered electric and/or gas account are eligible for

participation in this program. Within this group, the program will focus more heavily on large
facilities that would typically be more receptive to retro-commissioning services.

Delivery Each participating utility will identify a Program Administrator, along with supporting

Method technical staff, to oversee the program operation, coordination with the Clean Energy
Program, other utility’s programs, contractor oversight and trade ally relations.

Utilities may offer field services through third party contractors or may elect to utilize
internal staff. Reporting will be compiled and supplied to the BPU through the
Program Administrator at each participating utility.

Estimated Estimated According to a DOE review of Retro-
Program savings Cx case studies, energy savings can
Participants Utility Specific range from 5-30% over a wide range

of building uses. Most have a simple
payback of <2yrs.

Link to existing

There is currently no comparable CEP program.

programs
Existing There are currently no Proposed Share the customer cost of developing
Incentives existing incentives for retro- | Incentives the retro-commissioning plan up to a
commissioning and O&M maximum of $10,000 per project. The
cost of implementing a pilot list of low-
cost improvements may be subsidized
on a $/kWh saved basis to demonstrate
the value of commissioning efforts.
Estimated
avoided air
emissions
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Anticipated Job

Creation
Budget Utility Specific
information
Marketing Program specific marketing efforts will target customers, trade allies and the energy services
Approach industry in specific market segments where commissioning and improved O&M will provide

cost-effective customer benefits. The Program will be marketed to both customers and trade
allies. This marketing will entail targeted direct marketing and, direct contact by vendor
personnel and Company Key Account Managers, trade shows and trade association outreach.
Trade ally marketing to customers will also be an important component of the customer
marketing efforts.

Cost Recovery/
Rate design

Contractor Role

Utility Specific
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New Jersey Utilities
Governor’s Economic Stimulus Package
Data Center Efficiency Program

Description of
Program

The Date Center Energy Efficiency Program is designed to reduce carbon emissions by lowering
the energy consumption of data center facilities. Data centers can be several buildings, one
building; occupy one or several floors of a building; occupy one room or only a small closet
space. Data centers are designed to accommodate the unique needs of energy intensive
computing equipment along with specially-designed infrastructure to accommodate high
electrical power consumption, redundant supporting equipment and the heat given off in the
process. Data centers are owned and operated by a multitude of business, including Fortune 500
and IT companies, financial and banking institutions, and by government and academic
institutions. In August 2007, the U.S. Environmental Protection Agency (EPA) developed a
report in response to the request from Congress stated in Public Law 109-431 assessing current
trends in energy use and energy costs of data centers and servers in the U.S. Among its findings
were that in 2006, U.S. data centers used approximately 61 billion kWh (about 209 trillion Btu in
end use) and accounted for about 1.5% of all U.S. electricity consumption. This was more than
the electricity consumed by the nation’s color televisions or equivalent to 5.8 million average
U.S. households. It is believed that by 2011 energy use by these servers and data centers could
almost double to 100 billion kWh. There is significant potential for energy efficiency
improvements in data centers through new technologies already available or expected to be
available in the marketplace. As many of the large data centers in New Jersey are planning to
expand, and a number of new customers are planning to add new data centers, New Jersey has a
unique opportunity to work with those customers to improve the energy efficiency of existing
and/or new data centers.

The Data Center Efficiency Program will conduct facility audits for existing data centers and
perform a design review for proposed new data center sites. Audits will consist of meeting the
data center management team, reviewing the overall operation of the data center, and collecting
information regarding the energy consuming devices. The audit will consider the
comprehensive analysis of all of the technologies associated with the data center and will also
address redundancies needed for reliability and provide a report of recommendations with
potential energy and cost savings opportunities.

The participating utility will pay for the cost of the audit for an existing data center and the
design review for a new data center facility. Based on the audit results, the participating utility
will enter into contracts with data centers to provide funding of eligible measures based on
reduction in total natural gas and electricity usage and/or demand.

Customers will also be eligible for CHP incentives and will be eligible to participate in PIM
demand response program.

Market Segment/
Efficiency
Targeted

The Data Center Efficiency Program will target:
1) New and existing data center facilities located in New Jersey whose
2) Natural gas and/or electricity is provided by a New Jersey public utility

Delivery
Method

Each participating utility will identify a C&I program manager, along with supporting technical
staff, to oversee program operation, coordination with the Clean Energy Program and other
utility’s programs, contractor oversight and trade ally relations. Some utilities may offer field
services through third party contractors doing outreach, energy audits and installation of
qualifying measures. Some utilities may elect to utilize internal staff qualified to conduct
energy surveys and complete measures installations internally. Reporting will be compiled and
supplied through the C&I Program Administrator at each participating utility.

The Program audit will be provided by a qualified audit professional employed by or contracted
with the participating utilities and will include the on-site energy audit and an audit report citing
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energy savings opportunities with associated payback information, using pre-determined
calculations and algorithms. Program personnel will review facility audit results with the
building owner to establish baseline performance information and projected savings. Based on
the audit results, the serving utility will enter into contracts with the building owner to provide
funding of eligible measures.

Estimated Program
Participants

Estimated
savings

Utility Specific Estimate average savings per facility:
2,000 MWh, 250 kW, and 5,600 dth. This
is an average estimate and could vary
widely based on the size, age, building
characteristics, whether new or retrofit, and
energy usage of the participating data

center facilities.

Link to existing
programs

Program provides targeted services to market sector with incomplete opportunities within
existing CEP portfolio.

Data Center facilities may qualify for Pay for Performance incentives and/or qualify for Smart
Start equipment rebates

Existing Incentives

Although no existing programs rr:g(ar)n()tsisgs Program provides:

are targeted specifically to this 1) professional energy audit free of
market, data center facilities charge.

would be eligible for CEP C&I 2) Design review for new construction /
program lighting and HVAC additions

incentives and possibly custom 3) Incentives for reduced energy usage
incentives. and/or demand

Estimated avoided

Based on protocols tied to final energy savings estimate.

air emissions
Anticipated Job
Creation Need CEEEP info here.
Budget information | Utility specific.

Marketing
Approach

This program will leverage utility large customer account personnel to identify potential
participating data center new construction and retrofit projects. Program specific marketing
efforts will target data center decision makers — facility manager, energy managers, and
administrators. This marketing will entail targeted direct marketing and direct contact by
vendor personnel and company key account managers.

Cost Recovery/
Rate design

Utility specific.
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Contractor Role

Each utility will (as defined in their individual filings) identify roles for outside contractors or

internal staff conducting program support functions such as marketing, energy audits and direct

installation of qualified measures. The utility’s contractor(s) services may include:

e marketing and program enrollment;

e provision of on-site customer audits;

e identification and recommendations for efficiency improvements above and beyond those
provided by the program; and

e direct installation of customer-accepted cost-effective efficiency improvements identified
under the program.
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New Jersey Utilities
Governor’s Economic Stimulus Package
Multi-Family Housing Program

Description of
Program

The objective of the Multi-Family Housing Program is to increase energy efficiency
and reduce carbon emissions of existing residential housing developments. These
buildings typically face thin operating margins and constrained ability to increase
rents, which leads to deferred maintenance, poor condition, on going deterioration,
and energy inefficiency that in turn further erodes operating margins and the ability to
retrofit an inefficient building. High energy costs during the 2005-2008 timeframe
have exacerbated these conditions. This program will focus on providing cost-
effective retrofit energy efficiency opportunities to this customer group.

There about 500,000 rental units in multi-family housing in the state of New Jersey
and that market represents about 16% of the total number of residential units in the
state and about 26% of all dwelling units in New Jersey central cities.

Multi-Family Housing building owners will receive an investment grade audit of their
building(s) at no cost. Audit results will determine the potential savings derived through a
variety of recommended measures and technologies: HVAC, humidification, building
envelope, motors, lighting and other energy consuming equipment.

Energy efficiency measures with a payback of 15 years or less will be considered for
incentives under this program to reduce the payback period. The Program will finance
construction costs and finalize permanent financing upon completion of the project
and successful completion of a final inspection. Building owners may repay their
contribution to the project (total cost less the Program incentive) over a set period of
time or in a lump sum following the final inspection. There will not be a funding cap
imposed per building in order to encourage a whole building approach. Opportunities
to participate in PJM’s Demand Response program will be identified, and information
will be provided to building owners regarding participating Curtailable Service
Providers (CSPs).

Market Segment/
Efficiency
Targeted

The Multi-Family Housing Program will target residential multifamily buildings in
New Jersey where

1) Natural gas and/or electricity is provided by a New Jersey public utility

2) Building can be master metered or individually metered

3) Garden apartment and high rise facilities

4) Multi-family housing with 5 or more units.

Delivery
Method

Each participating utility will identify a C&I program manager, along with supporting
technical staff, to oversee program operation, coordination with the Clean Energy
Program and other utility’s programs, contractor oversight and trade ally relations.
Some utilities may offer field services through third party contractors doing outreach,
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energy audits and installation of qualifying measures. Some utilities may elect to
utilize internal staff qualified to conduct energy surveys and complete measures
installations internally. Reporting will be compiled and supplied through the C&l
Program Administrator at each participating utility.

The Program audit will be provided by a qualified audit professional employed by or
contracted with the participating utilities and will include the on-site energy audit and
an audit report citing energy savings opportunities with associated payback
information, using pre-determined calculations and algorithms. Program personnel
will review facility audit results with the building owner to establish baseline
performance information and projected savings. Based on the audit results, the
serving utility will enter into contracts with the building owner to provide funding of
eligible measures.

Estimated
Program
Participants

Estimated
savings

Utility Specific Utility Specific

Link to existing

Program provides targeted services to market with incomplete opportunities within

programs existing CEP portfolio.

Smaller properties may qualify for Home Performance w/ Energy Star or the
Residential Home Energy Tune-up programs.
Larger properties may qualify for NJCEP Smart Start equipment or Pay for
Performance incentives

EXIStI_ng Although no existing Propos_ed Program provides:

Incentives Incentives . .
programs are targeted 1) professional energy audit free of
specifically to this market, charge.

MF buildings would be 2) incentives to lower the payback

eligible for CEP C&lI period for energy efficiency

program incentives. measures recommended by the
audit.

3) zero percent up front financing
repayable over set period of time
for customers’ share of cost

al%/sotilggzt:?r Based on protocols tied to final energy savings estimate.

emissions

Anticipated Job
Creation Need CEEEP info here.
Budget Utility specific.
information
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Marketing
Approach This program will leverage existing agencies and associations that serve the multi-
family housing markets to identify participating housing projects. Program specific
marketing efforts will target affordable housing agencies, apartment associations,
building owners, and residents. This marketing will entail targeted direct marketing
and direct contact by vendor personnel and Company Key Account Managers.

Cost Recovery/ | Utility Specific.
Rate design

Contractor Role | g 1 uiility will (as defined in their individual filings) identify roles for outside

contractors or internal staff conducting program support functions such as marketing,
energy audits and direct installation of qualified measures. The utility’s contractor(s)
services may include:

e marketing and program enrollment;

e provision of on-site customer audits;

e identification and recommendations for efficiency improvements above and
beyond those provided by the program; and

e direct installation of customer-accepted cost-effective efficiency improvements
identified under the program.
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New Jersey Utilities
Governor’s Economic Stimulus Package
Hospital Efficiency Program

Description of
Program

The Hospital Efficiency Program is designed to reduce carbon emissions by lowering the
energy consumption of hospitals. According to the New Jersey Hospital Association, many
New Jersey hospitals have closed their doors for good. In the last two years eight NJ hospitals
were closed. Half of the remaining 75 acute care hospitals in New Jersey (down from 112
fifteen years ago) lost money last year. Five New Jersey hospitals filed for bankruptcy in the
last 18 months. Many hospitals are located in areas that are not the preferred markets for most
service providers. Hospitals in these areas face many challenges—Medicare reimbursements,
reduced funding, staff shortages, treating the uninsured, replacing aging equipment—and rising
energy costs. And they have facilities that have “mission critical” functions that require an
integrated, whole-building approach. High energy costs during the 2005-2008 timeframe have
exacerbated these conditions. The Energy Master Plan (EMP) identified Hospitals as a market
sector that requires additional support.

Customers will receive an investment grade audit of their hospital campus at no cost. Audit
results will determine the potential savings derived through a variety of recommended
measures and technologies: HVAC, humidification, building envelope, motors, and other
energy consuming equipment. Lighting will be included, if applicable. There will not be a
funding cap imposed per customer. This program will integrate CHP measures into the same
program offer and not require the customer to address CHP as a standalone technological
option outside of energy efficiency.

Energy efficiency measures with a payback of 15 years or less will be considered for incentives
under this program to reduce the payback period.

The Program will finance construction costs and finalize permanent financing upon completion
of the project and successful completion of a final inspection. Building owners may repay their
contribution to the project (total cost less the Program incentive) over a set period of time or in
a lump sum following the final inspection. Opportunities to participate in PJM’s Demand
Response program will be identified, and information will be provided to building owners
regarding participating Curtailable Service Providers (CSPs).

Market Segment/
Efficiency
Targeted

The Hospital Efficiency Program will target:

1) New and existing in-patient hospitals and other in-patient medical facilities that operate 24-
7 in New Jersey

2) Natural gas and/or electricity is provided by a New Jersey public utility

3) Both for-profit and non-profit facilities are eligible, but priority will be given to non-profit
organizations

Delivery
Method

Each participating utility will identify a C&I program manager, along with supporting technical
staff, to oversee program operation, coordination with the Clean Energy Program and other
utility’s programs, contractor oversight and trade ally relations. Some utilities may offer field
services through third party contractors doing outreach, energy audits and installation of
qualifying measures. Some utilities may elect to utilize internal staff qualified to conduct
energy surveys and complete measures installations internally. Reporting will be compiled and
supplied through the C&I Program Administrator at each participating utility.

The Program audit will be provided by a qualified audit professional employed by or
contracted with the participating utilities and will include the on-site energy audit and an audit
report citing energy savings opportunities with associated payback information, using pre-
determined calculations and algorithms. Program personnel will review facility audit results
with the building owner to establish baseline performance information and projected savings.
Based on the audit results, the serving utility will enter into contracts with the building owner
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to provide funding of eligible measures.

Estimated Program
Participants

Estimated
savings

Utility Specific Estimate average savings per facility: 500
MWh, 63 kW, and 5,600 dth. This is an
average estimate and could vary widely
based on the size, age, building
characteristics, and energy usage of the

participating data center facilities.

Link to existing
programs

Program provides targeted services to market sector with incomplete opportunities within
existing CEP portfolio.

This program is similar tothe PSE&G Carbon Abatement Program.

Hospital and medical facilities may qualify for Pay for Performance incentives and/or qualify
for Smart Start equipment rebates

Existing Incentives

Although no existing Propos_ed Program provides:

Incentives . .
programs are targeted 1) professional energy audit free of
specifically to this market, charge.
hospital facilities would be 2) incentives to lower the payback
eligible for CEP C&I program period for for energy efficiency
incentives. measures recommended by the audit

(other than CHP).
3) incremental CHP incentives

Estimated avoided
air emissions

Based on protocols tied to final energy savings estimate.

Anticipated Job
Creation

Need CEEEP info here.

Budget information

Utility specific.

Marketing
Approach

This program will leverage utility large customer account personnel to identify potential
participating hospital new construction and retrofit projects. Program specific marketing
efforts will target hospital decision makers — facility manager, energy managers, and
administrators. This marketing will entail targeted direct marketing and direct contact by
vendor personnel and Company Key Account Managers.

Cost Recovery/
Rate design

Utility specific.

Contractor Role

Each utility will (as defined in their individual filings) identify roles for outside contractors or

internal staff conducting program support functions such as marketing, energy audits and direct

installation of qualified measures. The utility’s contractor(s) services may include:

e marketing and program enrollment;

e provision of on-site customer audits;

e identification and recommendations for efficiency improvements above and beyond those
provided by the program; and

e direct installation of customer-accepted cost-effective efficiency improvements identified
under the program.

24




ATTACHMENT

ATTACHMENT 5A
PAGE 25 OF 33

New Jersey Utilities
Governor’s Economic Stimulus Package
Technology Demonstration Program

Description of
Program

The Technology Demonstration Program will be comprised of a number of technology and site-
specific demonstration projects designed to measure the potential for energy savings for various
technologies. The program will also measure the replicability / applicability for numerous
technologies and the potential for expansion to other projects. This program will provide support
for the State’s goals including economic development and Brownfield redevelopment. The
Program will provide funding to test emerging energy savings technologies not currently covered
by existing programs. It will be geared toward testing and proving new technologies for next
generation energy efficiency programs. Potential projects could include Plug-In Hybrid Electric
Vehicle (PHEV) technology replacements for standard terminal tractor equipment used in ports
and warehouses and standard utility trouble trucks, LED Streetlighting applications, standing
column geothermal systems in dense urban settings, office of the future applications, micro-
energy homes in urban settings, university or museum demonstration buildings, etc.

Market Segment/
Efficiency
Targeted

This sub-program will not be offered to the market as a whole. Each of the technology and site-
specific demonstration projects will be targeted to a specific location and/or technology type.
Participating utilities will identify and/or accept proposals for individual technology
demonstration projects and evaluate the benefits, applicability and savings related to each
project.

Delivery
Method

Each participating utility will identify a Program Administrator, along with supporting technical
staff, to oversee the program operation, coordination with the Clean Energy Program, other
utility’s programs, contractor oversight and trade ally relations. Utilities may offer field services
through third party contractors or may elect to utilize internal staff. Reporting will be compiled
and supplied to the BPU through the Program Administrator at each participating utility.

Estimated
Program
Participants

Estimated
savings
Utility Specific

Link to existing

There is currently no comparable NJCEP program. The 2009 NJCEP program plans do

programs not carve out funding for a specific demonstration program category. Such a category
is considered necessary as a means to test promising strategies and technologies that
could be incorporated into new NJCEP offers in the future.
Existing There are currently no existing | Proposed Project specific.
Incentives incentives for demonstration Incentives

projects.
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Estimated avoided
air emissions
Anticipated Job
Creation
Budget Utility Specific
information
Marketing No marketing is anticipated for this program. The technology demonstration projects will be
Approach identified by the participating utilities and/or considered based on proposals submitted to the

utility by technology vendors, developers, and community organizations.

Cost Recovery/
Rate design

Utility Specific

Contractor Role

Project Specific. Each utility will (as defined in their individual filings) identify roles for outside
contractors or internal staff conducting project specific functions. The utility’s contractor(s)
services may include:

e marketing and program enrollment;

e provision of on-site customer audits;

e identification and recommendations for efficiency improvements above and beyond
those provided by the program; and

e direct installation of customer-accepted cost-effective efficiency improvements
identified under the program.
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WHOLE BUILDING Energy Efficiency Programs
Combined Heat and Power Program Description
December 8, 2008

Description of

This program will provide an incentive to promote the

Program efficient generation of electricity, and offset thermal loads
otherwise satisfied by boilers. A rate and contract mechanism
offset will be designed to stabilize natural gas prices over a
fixed term to mitigate the volatility of natural gas prices.
Market Commercial / Industrial Customers with a heavy requirement
Segment/ for thermal load. Will also target localities where anticipated
Efficiency growth is expected to create heavy demand upon the existing
Targeted power infrastructure. Other localities include areas of
electric congestion, areas of contiguous building
infrastructure, and areas affected by Local Marginal Pricing.
Priority will be given to review medical and institutional
facilities, which operate 24 hours per day, 7 days per week
on a consistent basis.
Delivery Engineering firms, energy service companies, mechanical
Method contractors; coordinated by utility sales engineers
Estimated utility specific Estimated Savings estimates
Program savings will be applied
Participants according to
accepted
protocols
Link to existing | The program will link to the CLEP SmartStart Program
programs
Existing See Proposed Total
Incentives Attached Incentive Incentive
Table Match of
the CLEP
table of
incentives
Estimated All savings will be calculated by the Clean Energy Program
avoided air Manager, according to approved protocols
emissions
Anticipated Job | Need CEEEP info here.
Creation
Budget Utility specific
information
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Marketing Direct contact with customers who fit the profile discussed in
Approach market segment, coupled with trade publications, web site,

and up channel market allies, such as distributors,
engineering firms, developers, mechanical contractors,
manufactures, and dealer reps.

Cost Recovery/ | Utility specific
Rate design

Contractor Role | It will be the role of the contractors and developers will be to
sell, install, and where appropriate maintain the equipment.
The program will be coordinated with the commercial market
manager of the NJCLEP.

TABLE 1: CHP TECHNOLOGY AND INCENTIVE LEVELS

Eligible Technology™ Incentive®® Maximum % | Minimum
of
($/Watt) System
Project Cost | Size
(Up to $1.0
Million)
Level 1 $4.00/Watt 60% None

eFuel cells not fueled by
Class I renewable fuel

Level 2 $1.00/Watt 30% © None
e Micro turbines

e|nternal Combustion
Engines
eCombustion Turbines

Level 3 $0.50/Watt 30% None
eHeat Recovery or Other
Mechanical Recovery from
Existing Equipment Utilizing
New Electric Generation
Equipment
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D Insert New J ersey's code requirements or any other mandates if applicable to the appropriate
technology.

@ No one particular level will receive more than 50% of the funding, subject to review after 6 months

®The maximum % of project cost will go to 40% where a cooling application is used or included with
the CHP system.
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Description of
Program

New Jersey Utilities
Governor’s Economic Stimulus Package
Small Commercial Direct Installation Program

The objective of the Small Commercial Direct Install program is to rapidly acquire
durable savings in energy and peak demand usage among small and medium
Commercial & Industrial (C&I) customers with peak demands of 200 kW or less. These
customers are traditionally hard to reach with standard approaches such as rebate and
incentive programs. The program will therefore focus on overcoming the numerous
barriers existing among this customer group to target cost-effective retrofit efficiency
opportunities.

This program also targets local government entities. Most municipalities, particularly
older urban cities and towns with aging facilities, under-fund maintenance budgets and
defer maintenance. Government contracting procedures, lack of familiarity with
efficiency options, and the requirement to seek approval from the governing body for a
capital budget item, make it difficult for municipal and local government officials to
identify, and act on, opportunities to reduce energy costs. Government also tends to
diffuse and dilute responsibility for energy upgrades to the individual department level,
while payment of bills often resides at a central finance office. There is little incentive
for departments to upgrade the energy efficiency of their buildings because the reward
for reduced energy bills may simply be a reduced budget in the subsequent year.

The customer will be provided an energy audit encouraging acceptance of program
delivered measures as applicable at that site. The audit will identify supplementary
energy savings opportunities as well as identifying coordinated programs to further assist
the customer with their follow through for these additional energy efficiency efforts.
These will include identification of available financing and rebate programs offered
through the utility and the Clean Energy Programs etc.

For many small C/I programs, lighting has been at the forefront of measures installed as
well as the primary contributor to savings results. While this is also anticipated in this
program, focus on HVAC diagnostics and improvements to existing heating and air
conditioning systems to optimize efficiency is also included along with DHW measures.
Through the diagnostic procedures, heating and AC units that are so inefficient that it is
cost-effective to replace will be identified and the unit will be evaluated for replacement
with a high efficiency one.

The customer audit will be delivered free and customer measures installed incentive will
be set at a percentage of the installed measures costs to be determined by the utility
provider. In practice, customers will only make a payment equal to the remaining cost
of the measures after the utility incentive is paid. Typical eligible measures lists will
include but are not limited to:

Lighting:

Super T8 lamp / ballast

Fluorescent high-low bay fixture — interior
Super T8 fixture

CFL fixture — interior
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CFL screw-ins — interior / exterior
MH 25 W int ballast Par38
Occupancy — (on-off), (high-low)
LED Exit Signs

e Tune Up (Heating-Cooling)
Ventilation VFD

Duct Sealing (Heating-Cooling)
Dual Enthalpy Control

Vent Premium Efficiency Motors

e Pipe Insulation
e Tank Insulation
e Temperature Set Back

e Walk-in Refrigerator Retrofit Package
e Vending Miser

Actual measures selection will be based on customer acceptance of measures which are
determined to be applicable at each site, i.e. Not all sites will receive all measures and
customers are not required to accept all recommended measures.
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Market Segment/
Efficiency
Targeted

The Direct Install Program will target C&I customers with annual peak demands of less
than 200 kW, who receive natural gas and/or electricity from a New Jersey public utility.

This program will be open to all C/I customers including specific target markets such as
municipal customers, multi-family and food service, if applicable under the energy use
ceilings defined for the program.

Eligible local government facilities include municipal offices, courtrooms, town halls,
police and fire stations, sanitation department buildings, transportation department
structures, regional authorities, schools and community centers. County or regionally
structures bodies such as county colleges, and regional utility authorities (waster/sewer)
also are included. In addition participants in the NJCEP Local Government Audit
program will be eligible for direct install benefits under this program.

Customers participating in this program may not receive incentives for the same
measures under other utility or Clean Energy Programs.

According to O&R’s Market Potential Study, approximately 90% of the electric
economic potential identified in the commercial market segment is attributable to
lighting, cooling, heating, ventilation, DHW and refrigeration upgrades. This program
will target each of these end uses and focus on the most cost effective measures.

It is expected that through the marketing and outreach relationship with Community
Partners and program audit recommending additional measures above and beyond those
available for direct installation under this program will be initiated. Many customers
will participate in other related programs or implement measures on their own, thereby
achieving additional energy conservation.

Delivery
Method

Each participating utility will identify a C&I Program Administrator, along with
supporting technical staff, who will oversee the program operation, coordination with the
Clean Energy Program, other utility’s programs, contractor oversight and trade ally
relations. Some utilities may offer field services through third party contractors doing
outreach, energy audits and installation of qualifying measures. Some utilities may
elect to utilize internal staff qualified to conduct energy surveys and complete measures
installations internally. Reporting will be compiled and supplied through the C&I
Program Administrator at each participating utility.

Estimated
Program
Participants

Estimated Numbers from the O&R NY Filing
Utility Specific savings Estimated:

2100 MWh saved per $1M or
$465/MWh

6000 KW per $1M

2007 National Grid Sm Com DI results
for municipal participants:

17,500 kWh, 8 kW

$9,500 per participant cost

*Note — this will vary depending on the
specific utility offering and the mix of
buildings types.
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Link to existing

As a component of the energy audit, opportunities for conservation and related

programs program participation are identified and encouraged:
Community Partners — Coordinated marketing and outreach
Finance Programs — Ultility specific
Clean Energy Equipment Rebate and Technical Assistance Programs — Smart Start
Utility specific equipment rebate programs
Local Government Audit program - can provide referrals to this program for the direct
installation of energy saving measures.
In addition, this program is similar to the 2009 NJCEP Small Commercial Direct Install
program and to PSE&G’s Carbon Abatement Program Small Business Direct
Installation sub-program.
Existing Smart Start Incentives: (for Proposed The initial customer audit is free.
Incentives 75 KW or less average Incentives Incentives will be set at a fixed
demand)- includes, 8 hours percentage of the installed measures
free tech assist and rebates cost to be determined by the sponsor
for various prescriptive utility. Customers will be responsible
measures (Most common are to pay the remaining cost of the
captured below): measures. The customer portion of
the payment will go to the DI
HVAC -based on size and contractor where one is being utilized,
efficiency ($2500 max otherwise to the program implementer
including shell measures) where a utility may elect to conduct
Lighting — various per/unit the installations internally. Subject to
($2000 max) individual company filings, customer
Motors — based on size and portions may be financed through this
efficiency ($500 max) program or related finance programs.

Custom measures — 20%
with add’1 10% for multiple
measures.

Also incentives are available
for a portion of further
energy audit and design
consulting costs.

Local Government
/Municipal Audit

Estimated avoided

Will follow approved NJCEP Protocol

air emissions
Anticipated Job | From O&R NY 90 filing (Looking for CEEEP information here)
Creation 13.5 jobs per $1M in EE spending
For the Small Commercial Direct Installation Program these jobs will likely be auditing
and measures installation jobs.
Budget Utility Specific
information
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CHAPTER 2

2.1

Market Barriers, Market Effects, and M arket
Transformation

This chapter presents three critical elements of our analysis of the market effects d
California utility energy-efficiency programs: (1) definitions and discussion o
relationships among market barriers, market effects, market transformation, and the
related concepts of market failure and market intervention; (2) detailed descriptions d
market barriers to energy efficiency that are relevant to utility energy-efficiengy
programs; and (3) a framework for examining the market effects of utility energy-
efficiency programs and a categorized list of market effects that are most often discussed.

Definitions of Key Terms

Controversy about the market transforming properties of utility energy-efficiency
programs results from confusion about the terms market barrier, market failure, ard
market transformation. We have adopted the following definitiors for the purposes of our
study:

Market Barrier - any characteristic of the market for an energy-related product, service,
or practice that helps to explain the gap between the actual level of investment in a
practice of energy efficiency and an increased level that would appear to be cog
beneficial.

We recognize that what is cost beneficial depends on one's perspective and is influenced
by both energy and non-energy considerations. We propose to limit discussion in this
report to activities that are cost beneficial either from a consumer's point of view or from
society's® We use the term “consumer” to refer to both individuals and firms. With this
definition, oneform of evidence for the presence of market barriers relies on comparing
the implicit discount rate observed in consumers’ energy-efficiency purchase decisions
with the discount rate applied by consumers to comparable activities (i.e., those wih
comparable risks and liquidity) or those with an even lower social discount rate. Other
forms of evidence include findings from studies in conservation behavior, transactian
costs economics, and cognitive psychology?

To the extent that a utility has an obligation to overcome market barriers, the utility’s perspective must also
be accounted for. Ensuring alignment of utility and customer or utility and societal perspectives, however,
is amatter of regulatory policy, which we examine in Chapter 4.

See Goldstone (1996) for arecent discussion of the contributions of these disciplines to our understanding
of market barriers to energy efficiency.
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It is logical that if a market barrier is lowered, market adoption of energy-efficiert
products, services, or practices will increase. We recognize, however, that reducing any
one market barrier may not lead to increases in adoption because other barriers may
remain or be reinforced, or new barriers may be introduced.

Market Failure - a condition of a market that violates one or more neoclassicd
assumptions (e.g., perfect information, costless transactions, no externalities, rationd
behavior, etc.). These assumptions define an ideal market for products or services.

Market failure is a formal economic concept.’’ It iswidely agreed that the existence of
a market failure provides necessary but not sufficient justification for governmert
intervention.'* Market barriers, on the other hand, were defined by practitioners
attempting to characterize what they believed was wrong with current energy service
markets (i.e., what explained the "efficiency gap"). Not surprisingly, market barriers
defined under these practical conditions do not appear toderive from a unified conceptual
framework of human behavior as is required by the formal structure of neoclassicd
economic analysis, although some market barriers are formally recognized as marke
failures by economists (such as externalitieg. Recently, analysts have shown that, in fact,
many market barriers can be seen as particular examples of accepted market failures
notably those associated with imperfect information. These analysts have shown tha
market barriers are generally consistent with the transaction cost economics notion d
market failure.*?

Whether the existence of market barriers provides justification for governmert
intervention in markets is still hotly contested. Resolution of this debate is outside the
scope of this report.** We rely on the precedent of Jaffe and Stavins (1994): “[T]hos
market barriers that might justify public policy intervention to overcome them, we denote
as [neoclassical] market failures.” In other words, if thereis an intervention that is ne
beneficial (enhances societal welfare) for a specific market barrier, then this marke
barrier is a market failure and we have a justification to intervene.

Market Intervention - a deliberate effort by government or utilities to reduce marke
barriers and thereby change the level of investment in (or practice of) energy efficiency.

10

11

12

13

See, for example, Harris and Carmen (1983) for a comprehensive listing of market failures.

The existence of market failure is not sufficient to justify intervention and does not by itself point to the
appropriateness of any particular form of intervention. A proposed intervention must demonstrably improve
social welfare; interventions might also decrease social welfare.

See Golove and Eto (1996) and Goldstone (1995), which use concepts from transaction cost economics to
describe market barriers. See Williamson (1989) for an introduction to transaction cost economics.

See Golove and Eto (1996) for a recent treatment of these issues.

8
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For the purpose of thisreport, utility energy-efficiency programs are examples of market
interventions™ that is, interventions are defined as activities designed to reduce market
barriers. An intervention’s success in reducing market barriers, therefore, hinges m
whether it leads to or causes a net beneficial outcome from a societal perspective. A net
beneficial outcome requires that the increase in the adoption, procurement, or practice of
energy efficiency is not offset by other losses (such as the cost of the intervention or its
consequences).

We recognize that there other justifications for market interventions to achieve othe
societal objectives (such asequity). In thisreport, we are concerned primarily with those
associated with economic efficiency (broadly defined to include environmental costs and
benefits).

Market Effect - a change in the structure of a market or the behavior of participantsin a
market that is reflective of an increase in the adoption of energy-efficient products
services, or practices and is causally related to market intervention(s).

Market effects, as we have defined them, are evidence of whether and to what extent a
market barrier(s) has been addressed effectively. If thereis no observable market effect,
then by our definition the relevant market barriers have not been reduced to a noticeable
degree. For example, a market effect may not be observed because reductions in some
market barriers may be accompanied by off-setting increases in others.

Market effects may be difficult to observe for reasons including the possibility of lagged
market response to an intervention® For example, market effects in the form of changes
in consumer’s attitudes, incentives, and knowledge are hard to observe independent d
specific energy-efficiency actions, such as purchases.

If there is an observable market effect, it is necessary to be able to attribute this effect to
a particular market intervention(s) in order to use this finding as evidence that tre
intervention reduced the market barier(s). Markets change for many reasons. There are
two alternative possibilities that are important to consider when trying to relate observable
changesin markets to market interventions: (1) market changes thatresult from reductions
in market barriers, but that are not caused by the particular market intervention beirg
examined (i.e., the barrier would have been reduced without the intervention); and (2
market changes which do not result from any reduction in market barriers. Technological

14

15

There are many other examples of market intervention, ranging from standards to public exhortation. One
objective of this report is to identify the market effects of utility energy-efficiency programs in order to
establish a common framework within which to assess their value as models for future interventions.

We also recognize that market effects could be defined as a change in the pattern of adoption of energy-

efficient products, services, or practices, independent of any net increases in adoption. For the purpose of
this report, we are concerned primarily with those market effects that lead to net changes in adoption.
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breakthroughs or producer pricing policies, for example, may change the incremental cost
of the energy-efficiency features of products or services, leading to changes in the
purchases of these products or services. However, changes in product or service costs are
not by themselves evidence that any market barrier (or barriers) has changed. Only the
conditions under which the market barrier originally prevented adoption of energy-
efficiency measures have changed. Nevertheless, these changes may be sufficient b
make intervention no longer needed (see discussion of the market barriers associated with
first cost in the next section of this chapter).

Our definition allows for positive and negative market effects. The focus of this report
is on positive effects; that is, on those effects that lead to increases net social welfare
Moreover, we are concerned only with thosemarket effects that result from the operation
of a utility’s energy-efficiency program. In this regard, we will also consider marke
effects that may be unintended consequences of a utility energy-efficiency program
Ascertaining whether a market effect would have occurred in the absence of the energy-
efficiency program (i.e., “but for”) may be a useful test for establishing a causal lirk
between an intervention and a market effect in this regard.

Strictly speaking, individual purchases of and subsequent load impacts from energy
efficiency measures acquired through autility energy-efficiency program are also among
the market effects of the program; however, we are far more interested in market effects
that are “outside” the program, effects beyond the individual act of participation by the
customer. These effects could include changes in dealer stocking practices of the measure
promoted and changes in manufacturing practices in response toincreased demand for the
measures; they could also include additional energy-efficiency measures or practices
adopted by the participating customer (see section2.3). These effects are more important
for our study of market transformation because they aremore likely to indicate there have
been lasting changes in the market. That is, we view markets as on-going systems d
exchange. The transaction between the utility and the customer (e.g., the purchase of an
energy-efficient measure) cannot by definition be a lasting market effect; it isa singular
market effect in spaceand time. Thus, we do not consider a single transaction, by itself,
to be evidence that a market barrier has been reduced in a lasting fashion. Instead, we are
interested in the lasting consequences of such transactions.

Market Transformation - a reduction in market barriers resulting from a marke
intervention, as evidenced by a set of market effects, that lasts after the intervention has
been withdrawn, reduced, or changed.

Our definition is based on the need to have a standard by which to judge marke
interventions in a regulatory environment; it is not intended to describe the actions o
private-sector market actors seeking to profit from their efforts to “transform” markets.
Our definition coversthree possibilities: (1) if there are nolasting market effects, then the
market has not been transformed (because the reduction in market barriers has been only

10
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2.2

temporary);*® (2) if there are lasting effects but further intervention is still warranted, then
the market has only been partially transformed; and (3) if there are lasting effects and the
most important and relevant market barriers have been reduced to the point where further
intervention is no longer deemed to benet beneficial to society, then the market has been
completely transformed. These distinctions reflect our concern to ascertain the
permanence of market effects from energy-efficiency programs.

All utility energy-efficiency programs have the potential to transform markets under our
definition. Market transformation is not a label that uniquely identifies certain utility
energy-efficiency program designs to the exclusion of others. It isinstead an objective
that utility energy-efficiency programs all succeed in achieving to varying degrees
Evidence of success, then, rests on determining to what extent market barriers have been
lowered. Whether they have been lowered to the point where further intervention is not
warranted, determines whether the market isfully transformed. In dher words, the degree
of success cannot be settled in the abstract. It must be established by a review of the
program’s design intent and execution, and of the market effects attributable to the
program.

We recognize that there are different opinions on (1) how long market effects must last,
and (2) how much (or in what way) a market intervention can be changed (if it is nd
withdrawn entirely) so that whatever market effects are observed can still be considered
evidence for some degree of market transformation.

Market Barriers Relevant to Utility DSM Programs

As early critics were quick to point out, market barriers are not classified based ona
consistent conceptual framework; there is no well-defined, all-endmpassing set of market
barriers comparable to the major market failures formally recognized by economists!’
Therefore, an inescapable degree of subjectivity plays arole inassembling alist of market
barriersthat is (1) comprehensivebut not extremely long, and (2) robust in the sense that
any particular market barrier is not immune to re-interpretation as a differernt
manifestation of another market barrier or vice versa. We address these limitations by
describing market barriers most frequently referred to by utility DSM practitioners

16

17

Our interest in market transformation is not intended to suggest that we believe public support for activities
that only temporarily reduce market barriers is not warranted. Programs that do not transform markets are
legitimate strategies for improving social welfare.

Harris and Carmen (1983) list eight major market failures: imperfect competition, excessive competition,
anticompetitive conduct, imperfect information, side effects (such as externalities), public goods, (de)merit
goods, and income maldistribution. As noted earlier, this chapter does not analyze the derivation of our list
of market barriers from these market failures, as defined by economists. See Golove and Eto (1996) for a
discussion of these linkages.
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Where appropriate, we indicate important rel ationships among barriers and identify areas
in which they overlap.

As noted earlier, many market barriers have been anayzedas examples of market failures
associated with imperfect information or as situations fraught with high (yet, presumed
reducible) transaction costs. Information, risk, and incentives emerge as three recurring
themesin many market barriers. Information-related market barriers include a variety of
difficulties associated with the availability, cost, and trust-worthiness of information
Risk-related market barriers include difficulties associated with assessing and managing
risk. Incentive-rdated market barriers involve the financial and nonfinancial rewards or
penalties to individuals and organizations for pursuing energy-efficiency opportunities
that would appear to be cost-effective measured by standard economic means.

We do not include high first cost on our list of market barriers, even though it was
routinely identified by our utility energy-efficiency program interviewees as the single
most important market barrier addressed by their programs (see Chapter 3). High firg
cost arises naturally in DSM programs; many are designed to increase market adoption
rates for energy-efficient products or services by reducing their first cost (for example
through rebates or other forms of financial assistance). We think there is a basic
difference between market barriers and the strategy used to overcome them. Thus, while
reducing first cost may be as effective strategy to increase market adoption, we do nd
consider high first cost to be the market barrier, which this strategy has overcome.

We believe it is essential to understand precisely why high first cost is thought to bea
barrier to energy efficiency and how, by reducing first cost, it has been addressed. If, in
fact, high first cost is considered to be a market barrier and is, in this sense, theonly
market barrier addressed by a program, then discontinuation of the program would by
definition result in areversion to purchasing and operating practices that existed prior to
the program.”® Asaresult, there would be no evidence of markettransformation. In order
to understand how reductionsin first costs might lead to market transformation, we have
broken down the concept of high first cost into a number of distinct market barriers that
we believe might be addressed programs that lower first cost as a strategy for addressing
these market barriers.

In analyzing the market barriers underlying high first cost, we clarify an important policy
objective that is sometimes addressed by utility energy-efficiercy programs, which reduce
first cost, equity. Equity is adistinct policy objective from economic efficiency. The
poor are certainly not immune from the economic-efficiency market barriers associated

18

In this example, we are assuming that the increase in demand for the product, due to its lower cost to the
consumer, does not also result in any upstream market effect, for example, increases in production volumes
that generate significant manufacturing economies that are then passed on to consumers in the form of lower
prices.

12



ATTACHMENT 5B
PAGE 8 OF 15

CHAPTER 2

with high first cost listed below; in fact, the poor are often at the greatest disadvantage
from these barriers. However, successfully addressing these barriers would not change
the basic income constraint faced by the poor: lack of money® In this report, we are
concerned primarily with the ability of utility energy-efficiency programs to transfom
markets in order to improve economic efficiency; we do not comment on the ability d
these programs to effect permanent changes in the distribution of wealth in society.

Having addressed high first costs, we offer the following working list of market barriers
to energy efficiency:

A. Information or search costs—the costs of identifying energy-efficient products or
services or of learning about energy-efficient practices. These can include the value of
time spent finding out about or locating an energy-efficient product or service or hiring
someone else to do it on the consumer's behalf. Search costs can be thought of as costs
of acquiring information.

B. Performance uncertainties—the difficulties consumers face in evaluating claims
about future benefits, which are made for many energy-efficiency investments ard
activities. This market barrier is closely related to high search costs; acquiring the
information needed to evaluate claims regarding future performance is rarely costless
In some cases it may be impossible to obtain the relevant information; one may not e
able to generalize from existing information but instead must “experience” the energy
performance as it is affected by one's own unique operating conditions, practices, a
preferences. Producers, as well as consumers, face these costs in forecasting the market
response to decisions they make to manufacturer, promote, stock, or offer energy-efficient
products.

C. Asymmetric information and opportunism—another aspect of the difficulties
consumers face in evaluating the veracity, rdiability, and applicability of claims made by
sales personnel for a particular energy-efficient product or service. This barrier reflects
the fact that sellers of energy-efficient products ar services typically have more and better
information about their offerings than do consumers. It also reflects the incentive tha
sellers have to provide misleading information. This market barrier is closely related to
high information costs and performance uncertainties because obtaining the information

19

When the distinction between the equity and economic-efficiency rationales for programs designed to lower
first cost is clear, one can better understand the basis for a key critique of utility energy-efficiency programs.
This critique holds that utility energy-efficiency programs have not had lasting market effects or made lasting
reductions in market barriers. Asaresult, they represent no more than a transfer of wealth, which, according
to these critics, is inappropriate because it isinequitable. Addressing this challenge in the context of this
report requires showing that there have been net improvements in economic efficiency (i.e., lasting
reductions in market barriers), as opposed to mere transfers of wealth.
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required to assess claims adequately may be costly or impossible® This barrier is
different from high information costs however, in that appropriate use of the information
may require specialized knowledge held only by the vendor; thus, oppatunism on the part
of those with the specialized knowledgeisaspedal concern.? This barrier is also related
to bounded rationality, described below.

D. Hassle or transaction® costs—the indirect costs of acquiring energy efficiency and
are also closely related to information or search costs. These costs include the time
materials, and labor involved in obtaining or contracting for an energy-efficient product
or service.

E. Hidden costs—unexpected costs associated with reliance on or operation o
energy-efficient products or services. These costs could include additional operating and
maintenance costs associated with energy-efficient equipment or additional staff costs
associated with monitoring or servicing transactions (e.g., contractor supervision). They
might also include additional costs resulting from the quality of installation. Many d
these unplanned costs are incurred after the acquisition of an energy-efficient product or
service. To some extent, they can also be thought of as performance uncertainties.

F. Access to financing—the difficulties associated with the lending industry's historic
inability to account for the unique features of loans for energy savings projects (i.e., that
future reductionsin utility bills increase the borrower’s ability repay aloan) as distind
from the other factors affecting the evaluation of a borrower’s credit-worthiness. In
principle, accounting for energy-efficiency improvements funded by loans ought to result
in lower borrowing costs. This market barrier can be analyzed as reflecting lenders
uncertainty regarding the reliability of future savings and reflecting the additional costs
associated with formally recognizing this feature of energy savings projects (anothe
aspect of hassle costs described previously). Institutionally, this market barrier manifests
in the absence of secondary financial institutions such as those established in othe

20

21

22

The differences among information cost, performance uncertainties, and asymmetric information are referred
to in the transaction cost economics literature as the differences among search, experience, and credence
goods (Goldstone 1996).

In fact, opportunism pervades many of these first three market barriers. Inlay terms, there is a significant
cost associated with knowing who to trust when making energy-efficiency related decisions precisely
because one may lack knowledge for one of these three reasons.

Transaction cost as used here, should not be confused with the term used in the formal study of transaction
cost economics (see, for example, Williamson 1989). Transaction cost economics refers to a powerful
perspective from which to examine both market and nonmarket interactions based on the relationships
established among various participants. Some believe that many if not all of the market barriers on our list
could be profitably examined using transaction cost economics concepts. (See, for example, Golove and Eto
1996.) In thisreport, we use transaction costs only as defined here.
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markets to allow investors to “lay-off” separately the unique risks associated with the
future performance of energy-efficiency investments.

G. Bounded rationality—the behavior of an individual during the decision making
processthat may seem inconsistent with aindividual’s goals. Everyone relies on “rules
of thumb” to varying degrees. Sometimes rules of thumb are referred to as matters d
habit or custom. Rules of thumb serve to limit the focus or scope of considerations for
agiven decision. Such behavior ishardly irrational, in view of the potentially high search
and information processing costsassociated with trying to make every decision based on
first principles, e.g., net present value. As aresult, behavior is often described as rational
in intention, but limited in its execution. This barrier has sometimes beenconstrued to
include examples of what can only be characterized as plainly irrational behavior a
behavior inconsistent with one's articulated goals and understanding. This barrier is
distinct from high search costs, performance uncertainties, and asymmetric information
because more or better information alone may be insufficient to change behavior. Instead,
this barrier refers to the way in which individuals process and act (not necessarily
logically) on whatever information they may have.

H. Organization practices or custom—organizational behavior or systems of practice
that discourage or inhibit cost-effective energy-efficiency decisions. This barrier is
closely related to bounded rationality but applies to organizations or social networks
rather than to individuals. A good example isinstitutional procurementrules, policies,
and practices that make it difficult for arganizations to act on energy-efficiency decisions
based on economic merit. Thisbarrier isaso closaly related to hassle costs or subsequent
hidden costs, which in this case might be faced by individuals ading within organizations.

l. Misplaced or split incentives—institutional relationships which mean that the
incentives of an agent charged with purchasing energy efficiency are not aligned wih
those of the persons who would benefit from the purchase. One example is in nav
construction where builders attempting to minimize first cost do not install higher-first-
cost energy-efficiency features that would be valued by the future building owners who
must pay the utility bills. In this case, the builder has no ircentive to minimize utility bills
she will not pay and every incentive to increase her profit by minimizing the first costs
she does incur. A second example arises in rental property where the landlord has o
incentiveto install energy saving retrofits in buildings where she does not pay the utility
bills. In this case, the tenant, having no financial interest in the building structure a
fixtures, is not to be in a position to authorize retrofits that would benefit her directly in
the form of reduced utility bills.

J. Product or service unavailability—the adequacy of supply. Unavailability of a
product is different from high search costs that make it expensive for the consumer ©
locate a product or service. Unavailability is a market barrier created by the
manufacturers and distributors of products or service providers that inhibits consume
demand. One result may be higher prices to reflect the fact that supplies are tight
Unavailability and high pricesmay be the result of collusive or anticompetitive practices
to hold some products (or producers) off the market in favor of others that offer higher
profit or other advantages (e.g. market share). Distributors may face high search ard
acquisition costs in order to accurately anticipate demand or they may react in a
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