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Danielle Lopez, Esq., Assistant Counsel — Regulatory on behalf of Public Service Electric and
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Brian O. Lipman, Esq., Director, New Jersey Division of Rate Counsel

BY THE BOARD:

On February 1, 2022, Public Service Electric and Gas Company (“PSE&G” or “Company”) filed a
petition with the New Jersey Board of Public Utilities (“Board”) seeking approval to implement an
Electric Conservation Incentive Program (“ECIP”) and associated customer class rates to account
for potential lost sales revenues stemming from the Company’s energy efficiency (“EE”) programs
(“February 2022 ECIP Petition”). By this Decision and Order, the Board considers a provisional
stipulation of settlement (“Provisional Stipulation”) executed by PSE&G, the New Jersey Division
of Rate Counsel and Board Staff (“Staff’) (collectively, “Parties”), intended to implement the
Company’s ECIP on a provisional basis, subject to refund with interest.

BACKGROUND AND PROCEDURAL HISTORY

On January 13, 2008, L. 2007, c. 340 (“RGGI Act”) was signed into law based upon the New
Jersey Legislature’s findings that EE and conservation measures must be essential elements of
the state’s energy future and that greater reliance on EE and conservation will provide significant
benefits to the citizens of New Jersey. Pursuant to Section 13 of the RGGI Act, codified as
N.J.S.A. 48:3-98.1(a)(1), an electric or gas public utility may provide and invest in EE and
conservation programs in its service territory on a regulated basis. Such investment in Class |
renewable energy programs, EE 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 costs investments in the
utility’s rate base, or recovering the utility’s technology and program costs through another
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ratemaking methodology approved by the Board including, but not limited to, the Societal Benefits
Charge established pursuant to Section 12 of L. 1999, c. 23.! An electric or gas utility seeking
cost recovery for any EE and conservation programs pursuant to N.J.S.A. 48:3-98.1 must file a
petition with the Board.

On May 23, 2018, Governor Murphy signed L. 2018, c. 17, codified at N.J.S.A. 48:3-87, et al., into
law (“Clean Energy Act” or “CEA”). The CEA calls for aggressive energy reduction requirements,
emphasizes the importance of EE and peak demand reduction (“PDR”), and requires the Board
to adopt an efficiency program, “to ensure investment in cost-effective energy efficiency
measures, ensure universal access to energy efficiency measures, and serve the needs of low-
income communities.” See N.J.S.A. 48:3-87(g). The CEA also calls upon New Jersey’s electric
and gas public utilities to increase the delivery of EE and PDR programs to customers via the
reduction of electricity and natural gas usage.? See N.J.S.A. 48:3-87.9(a).

Simultaneously, on May 23, 2018, Governor Murphy also issued Executive Order 28 (“EO 28”),
directing the creation of a new Energy Master Plan (“EMP”) for the State to, “provide a
comprehensive blueprint for the total conversion of the state’s energy production profile to 100%
clean energy sources on or before January 1, 2050” as well as “specific proposals to be
implemented over the next ten (10) years in order to achieve the January 1, 2050 goal.”

On September 23, 2020, the Board approved PSE&G’s Clean Energy Future — Energy Efficiency
program (“CEF-EE”) that included, among other things, the establishment of an electric and gas
conservation incentive mechanism (“CIP”) to account for lost revenue resulting from the potential
decrease in customer energy usage stemming from administering clean energy programs.*

February 2022 ECIP Petition

In accordance with the CEF-EE Order, PSE&G sought Board approval to implement a rate
adjustment related to changes in average revenue when compared to a baseline per customer.®
As proposed in the February 2022 ECIP Petition, the CIP margin deficiency to be collected from
customers, or the margin excess to be refunded to customers, is calculated each month by
applicable rate schedule by subtracting the baseline revenue per customer from the actual
revenue per customer and multiplying the resulting revenue per customer by the actual number

1N.J.S.A. 48:3-60.

2 New Jersey'’s electric and gas public utilities include Atlantic City Electric Company (“ACE”), Butler Power
and Light Company (“Butler”), Elizabethtown Gas Company (“Elizabethtown”), Jersey Central Power &
Light Company (“JCP&L”), New Jersey Natural Gas Company (“NJNG”), Public Service Electric and Gas
Company (“PSE&G”), Rockland Electric Company (“RECQ”), and South Jersey Gas Company (“SJG”).

3 Exec. Order No. 28 (May 23, 2018), 50 N.J.R. 1394(b) (June 18, 2018), Paragraph 3.

4 In_re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future-
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO018121113, Order dated September 23, 2020 (“CEF-EE Order”).

5 The electric baseline per customer is determined via the billing determinants from the Company’s 2018
base rate case and the latest variable margin rates per schedule, including any Infrastructure Investment
Program (“lIP”) rate adjustments. The 2018 base rate case was approved October 29, 2018 in BPU Docket
Nos. ER18010029 & GR18010030. The latest variable margin revenue for this filing was based on the
Energy Strong Il rate adjustment approved on April 27, 2021 for new rates effective May 1, 2021, in BPU
Docket No. ER20120736.
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of customers for the month. The Company’s total proposed ECIP deferral is $51,551,188,
representing $72,568,455 of non-weather related electric distribution margin deficiencies partially
offset by a refund due to customers of $21,017,267 associated with weather-related electric
distribution margin. As required by the CEF-EE Order and its associated stipulation, the proposed
electric rate adjustment is limited by a Variable Margin test, resulting in the Company’s ECIP
recovery of non-weather related distribution margin deficiencies totaling $72,568,455 being
limited to $38,767,864. The net ECIP amounted to $17,750,598, representing $38,767,864 of
allowed margin recovery partially offset by weather-related refunds to residential customer totaling
$21,017,267. As a result of the limitation on allowed margin revenue for recovery, the remaining
$33,800,591 of distribution margin deficiency was proposed to be deferred for recovery in a future
CIP period.

The proposed ECIP rates and their associated customer classes are illustrated below:

ECIP Rates
Without ECIF Rates
SUT with SUT
GroupI | RS & RHS | ($0.001108) | ($0.001181) | Per kilowatt-hour
Group Ia RILM ($0.000598) | ($0.000638) | Per kilowatt-hour
Group II GLP $0.6371 $0.6793 Per kilowatt of monthly peak demand
Group III LPL-S $0.6108 $0.6513 Per kilowatt of monthly peak demand

Additionally, according to the February 2022 ECIP Petition, the Company’s Shareholder
contribution funding of $3.3 million per year deferral period is misaligned. In the February 2022
ECIP Petition, the Company stated that the first electric deferral period is June 2021 — May 2022,
and the initial natural gas deferral period is October 2021 — September 2022, whereby the
Company determined and proposed to adjust the $3.3 million within the first 18 months to account
for the deferral period misalignment, and then begin to report against the $3.3 million on an annual
basis. Therefore, the Company proposed to target spending $3,905,000 by September 2022;
$3.3 million to account for the October 2021 — September 2022 period, when both the electric and
gas periods are in effect, plus an additional $605,000 representing the June 2021 — September
2021 period, when only the electric deferral period is in effect.

Following publication of notice in newspapers of general circulation within PSE&G’s service
territory and the serving of notice upon affected municipalities and counties within the Company’s
service area, two (2) virtual public hearings were held at 4:30 p.m. and 5:30 p.m. on May 3, 2022.°
No members of the public attended or filed written comments with the Board.

6 Due to the COVID-19 pandemic, hearings were held virtually.
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STIPULATION

Following a review of the February 2022 ECIP Petition, and discovery to date, the Parties
determined that additional time is needed to complete a comprehensive review of the matter. The
Parties have executed the Provisional Stipulation, which provides for the following:’

1. The Parties determined that additional time is needed to complete a
comprehensive review of the February 2022 ECIP Petition. Accordingly, the
Parties agree that the Company will implement provisional ECIP rates to
recover $17,750,598.

2. The Company shall implement the provisional ECIP rates set forth in
Schedule SSECIP-2, attached as Exhibit B of the Stipulation. Tariff sheets
showing the agreed upon ECIP rates are included as Exhibit C of the
Stipulation.

3. Under the Company’s proposal a typical residential electric customer using
740 kWh in a summer month and 6,920 kWh annually would experience a
decrease in the annual bill from $1,314.84 to $1,306.72 or $8.12, or
approximately 0.62% (based upon Delivery Rates and BGS-RSCP charges
in effect May 1, 2022 and assuming that the customer receives BGS-RSCP
service from PSE&G).

4. The Parties agree that pursuant to the terms of the CEF-EE Stipulation,
PSE&G may implement the ECIP rates as provided in Exhibit B of the
Stipulation, effective upon Board approval or on such other date as the Board
deems appropriate. The ECIP rates established in the Stipulation shall be
on a provisional basis subject to refund with interest.

DISCUSSION AND FINDING

Having carefully reviewed the record to date in this matter, including the February 2022 ECIP
Petition and the Provisional Stipulation, the Board HEREBY FINDS the Provisional Stipulation to
be reasonable, in the public interest, and in accordance with the law. Accordingly, the Board
HEREBY ADOPTS the attached Provisional Stipulation in its entirety, and HEREBY
INCORPORATES its terms and conditions as through fully set forth herein, subject to any terms
and conditions set forth in this Order.

The Board HEREBY APPROVES, on a provisional basis, subject to refund with interest on any
net over recovered balance, the ECIP rates as set forth in Attachment B of the Provisional
Stipulation. These changes shall become effective as of June 15, 2022.

As a result of the Provisional Stipulation, the annual impact on the typical residential electric
customer using 740 kWh in a summer month and 6,920 kwh annually would be a decrease of
$8.12 or approximately 0.62%.

7 Although summarized in this Order, should there be any conflict between this summary and the Stipulation,
the terms of the Stipulation control, subject to the finding and conclusion in this Order. Paragraphs are
lettered and/or numbered to coincide with the Stipulation.
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Accordingly, the Board HEREBY ORDERS PSE&G to file revised tariff sheets conforming to the
terms of the Stipulation by June 14, 2022.

The Company’s costs, including those related to the ECIP, will remain subject to audit by the
Board. This Decision and Order shall not preclude nor prohibit the Board from taking any actions
determined to be appropriate as a result of any such audit.

This Board Order shall be effective on June 15, 2022.

DATED: June 8, 2022 BOARD OF PUBLIC UTILITIES
A~ BY:
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May 26, 2022

In the Matter of the Petition of
Public Service Electric and Gas Company
for Approval of Changes it its Electric Conservation
Incentive Program
(2022 PSE&G Electric CIP Rate Filing)
BPU Docket No. ER22020035

VIA ELECTRONIC MAIL
Carmen Diaz, Acting Secretary
Board of Public Utilities

44 South Clinton Avenue, 1% Floor
P.O. Box 350

Trenton, New Jersey 08625-0350

Dear Acting Secretary Diaz:

Attached is the fully executed Stipulation in the above-reference matter resolving all aspects of
this matter. All the parties have signed the Stipulation: Public Service Electric and Gas Company,
the Staff of the New Jersey Board of Public Utilities, and the New Jersey Division of Rate Counsel.

Consistent with the Order issued by the New Jersey Board of Public Utilities (“BPU or Board”) in
connection with In the Matter of the New Jersey Board of Public Ultilities’ Response to the
COVID-19 Pandemic for a Temporary Waiver of Requirements for Certain Non-Essential
Obligations, BPU Docket No. EO20030254, Order dated March 19, 2020, this filing is being
electronically filed with the Secretary of the Board and the New Jersey Division of Rate Counsel.
No paper copies will follow.

If you have any questions, please do not hesitate to contact me. Thank you for your consideration
in this matter.

Very truly yours,

) 7//

cc: service list (via email)
Attachment
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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 FOR APPROVAL OF CHANGES )
IN ITS ELECTRIC CONSERVATION )
INCENTIVE PROGRAM ) BPU DOCKET NO. ER22020035
(2022 PSE&G ELECTRIC CIP RATE FILING) )

STIPULATION AND AGREEMENT FOR PROVISIONAL RATES
APPEARANCES:
Matthew M. Weissman, Esq., Managing Counsel—State Regulatory, PSEG Services Corp., and
Danielle Lopez, Esq., Associate Counsel—Regulatory General, for the Petitioner, Public Service

Electric and Gas Co.

Maura Caroselli, Esq., Managing Attorney — Gas, Sarah H. Steindel, Esq., Assistant Deputy
Rate Counsel for the New Jersey Division of Rate Counsel (Brian O. Lipman, Director).

Matko Ilic, Deputy Attorney General, for the Staff of the New Jersey Board of Public Utilities
(Matthew J. Platkin, Acting Attorney General of New Jersey)

On February 1, 2022, Public Service Electric and Gas Company (“PSE&G” or “Petitioner”) filed
a petition and supporting documentation with the New Jersey Board of Public Utilities (“Board”
or “BPU”), requesting a rate adjustment related to changes in the average revenue per customer
when compared to a baseline revenue per customer pursuant to N.J.S.A. 48:2-21 and the Clean
Energy Future — Energy Efficiency Program (“CEF-EE”) Board Order dated September 23, 2020
(“February 2022 Petition”). In the CEF-EE Order, the Board approved a stipulation agreed to by
the parties and a Conservation Incentive Program (“CIP”’) that allowed the Company to account

for potential lost sales revenue resulting from the implementation of energy efficiency and its

! In re the Petition of Public Service Electric and Gas Company for Approval of Its Clean Energy Future-Energy
Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. EO18101113 and GO18101112, Order dated
September 23, 2020 (“CEF-EE Order™).




2.
associated decreases in customer energy usage. See CEF-EE Stipulation attached hereto as Exhibit
A. Paragraph 39 of the CEF-EE Stipulation explicitly authorizes this electric CIP (“ECIP”) cost
recovery filing by February 1, 2022, for new rates effective June 1, 2022. See Exhibit A. The
recovery of lost revenues, if any, will be made via a CIP based on the methodology set forth below,
and as detailed in Attachments 5 and 6E to the CEF-EE Stipulation. See Exhibit A.

For the Company’s electric CIP (“ECIP”), the baseline revenue per customer is based upon
the billing determinants from the 2018 base rate case and the latest variable margin rates per rate
schedule, including any IIP rate adjustments. The baseline usage and margin rates will be updated
with each subsequent base rate case or IIP rate adjustment. To determine the recovery eligibility
for CIP accruals, the margin impact of changes in customer usage will be segregated into non-
weather and weather-related components.

The non-weather component will be calculated by deducting the weather component. For
gas, the weather impact will be calculated in a same manner as it is calculated for the Company’s
existing Weather Normalization Charge. The ECIP, weather impact will be calculated in a manner
consistent with the methodology used for gas. PSE&G will establish sales coefficients based upon
20 years of weather history of sales for residential customers only. The weather will be measured
by the impacts on sales and associated distribution revenue of heating degree days (“HDD”) for
winter weather and the temperature humidity index (“THI”’) for summer weather. The average of
the 20 years of data for HDD and THI will be considered normal. The difference in actual and
normal HDD and THI will be multiplied by the sales coefficients to establish sales impacts, and
the sales impacts will be multiplied by the current tariff rates to derive the revenue impact. See

Exhibit A, Schedule 4, Attachment 6E. Recovery of non-weather related ECIP impacts shall be
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subject to the application of two (2) eligibility tests: a BGS Savings Test and a Variable Margin
Test.

The dual cost recovery tests work together so that the total non-weather recoverable amount
is limited to the smaller of the two (2) recoverable amounts allowed under the separate BGS
Savings Test and Variable Margin Test for Electric. Any amounts that exceed the lesser of the
BGS Savings Test and Variable Margin Test may be deferred for future recovery subject to the
earnings test described below. The Company agreed to not seek recovery of interest on any
deferred carry-forward amount.

The Company also agreed to include an earnings test that applies to both the weather-
related and non-weather related components of the CIP. Under the earnings test, the Company’s
actual ROE is determined based upon the actual jurisdictional net income of the utility for the most
recent 12-month period divided by the average of the beginning and ending common equity
balances related to jurisdictional activity for the corresponding period, as specified in more detail
in the Company’s electric and gas tariffs. If the calculated ROE exceeds the allowed ROE from
the utility's last base rate case by 50 basis points or more, recovery of lost revenues through the
CIP shall not be allowed for the applicable filing period and shall not be carried over to subsequent
filing periods.

To implement initiatives to further customer conservation efforts, the Company agreed to
provide funding in the amount of $3.3 million per year (“shareholder contribution™) as long as the
CIP remains in place, commencing with the start of the CIP deferrals, as defined below. All
shareholder contribution expenditures will be allocated 55% to electric distribution (or

approximately $1.8 million) and 45% to gas distribution (or approximately $1.5 million). Any
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under-spend in a year will be factored into the following year’s spending amount. The shareholder
contribution will not be included in customer rates and will support initiatives designed to aid
customers in reducing their costs of natural gas and electricity, and to reduce peak demand.

The parties to the CEF-EE Stipulation further agreed that PSE&G’s first electric CIP cost
recovery filing would be based upon an initial deferral period of June 1, 2021 through May 31,
2022, and that the Company would not book any ECIP deferral prior to June 1, 2021. The ECIP
will be adjusted annually thereafter. The filings will document actual results, perform the required
ECIP collection test described in more detail hereinafter, and propose new ECIP rates. Any
variances from the annual filing will be trued-up in the subsequent year.

The CIP margin deficiency to be collected from customers or the margin excess to be
refunded to customers is calculated each month by applicable rate schedule by subtracting the
baseline revenue per customer from the actual revenue per customer and multiplying the resulting
revenue per customer by the actual number of customers for the month. The Company’s total
estimated deferral for the ECIP is $51,551,188, representing $72,568,455 of non-weather related
electric distribution margin deficiencies partially offset by a refund due to customers of
$21,017,267 related to weather related electric distribution margin. The estimated deferral is based
upon actual results from June 2021 through November 2021, and forecasted results from
December 2021 through May 2022. As provided in the CEF-EE Stipulation, the proposed electric
revenue adjustment is limited by a Variable Margin Test. The application of the Variable Margin
Test resulted in the Company’s ECIP recovery of non-weather related distribution margin

deficiencies totaling $72,568,455 being limited to $38,767,864. The Company represents in the
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February 2022 Petition that it has applied the BGS Savings Test and the Earnings Test and has
determined that neither of these tests limits the requested electric revenue adjustment.

The net ECIP revenue adjustment of $17,750,598 represents $38,767,864 of allowed non-
weather related distribution margin recovery, partially offset by a weather related refund of
$21,017,267. The remaining $33,800,591 of non-weather related distribution margin deficiency
will be deferred for recovery in a future ECIP period.

Notice of the Company’s February 2022 Petition, including the date, time and virtual
details for the public hearings, was placed in newspapers having a circulation within the
Company’s service territory, and served on the Clerks of the municipalities, the Clerks of the Board
of County Commissioners, and the County Executives within the Company’s electric service
territory. Virtual public hearings were held at 4:30 p.m. and 5:30 p.m. on May 3, 2022.2 No
members of the public appeared or provided comments at the public hearings, and no written
comments were received by the Board.

Thereafter, upon review of the February 2022 Petition and all of the discovery, both
propounded and received, in this matter, Board Staff, the New Jersey Division of Rate Counsel
(“Rate Counsel”), and PSE&G, the only parties to this proceeding (collectively, “Parties™),
HEREBY STIPULATE AND AGREE AS FOLLOWS:

1. The Parties determined that additional time is needed to complete a comprehensive review
of the PSE&G February 2022 Petition. Accordingly, the Parties agree that the Company will

implement provisional ECIP rates to recover $17,750,598.

2 The hearings were conducted virtually due to the COVID-19 pandemic.
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2. The Company shall implement the provisional ECIP rates set forth in Schedule SS-
ECIP-2, attached hereto as Exhibit B. Tariff sheets showing the agreed upon ECIP rates are included

as Exhibit C.

3. Under the Company’s proposal a typical residential electric customer using 740 kWh
in a summer month and 6,920 kWh annually would experience a decrease in the annual bill from
$1,314.84 to $1,306.72 or $8.12, or approximately 0.62% (based upon Delivery Rates and BGS-
RSCP charges in effect May 1, 2022 and assuming that the customer receives BGS-RSCP service

from PSE&QG).

4. The Parties agree that pursuant to the terms of the CEF-EE Stipulation, PSE&G may
implement the ECIP rates as provided in Exhibit B, effective upon Board approval or on such other
date as the Board deems appropriate. The ECIP rates established herein shall be on a provisional

basis subject to refund with interest.

5. This Stipulation represents a mutual balancing of interests, contains interdependent
provisions and, therefore, is intended to be accepted and approved in its entirety. In the event any
particular aspect of this Stipulation is not accepted and approved in its entirety by the Board, any
Party aggrieved thereby shall not be bound to proceed with this Stipulation, and shall have the
right to litigate all issues addressed herein to a conclusion. More particularly, in the event that this
Stipulation is not adopted in its entirety by the Board in any applicable Order(s), then any Party
hereto is free to pursue its then available legal remedies with respect to all issues addressed in this

Stipulation as though this Stipulation had not been signed.

6. The Parties agree that they consider the Stipulation to be binding on them for all

purposes herein.
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7. It 1s specifically understood and agreed that this Stipulation represents a negotiated
agreement and has been made exclusively for the purpose of these proceedings. Except as
expressly provided herein, PSE&G, Board Staff, and Rate Counsel shall not be deemed to have
approved, agreed to, or consented to any principle or methodology underlying or supposed to
underlie any agreement provided herein, in total or by specific item. The Parties further agree that
this Stipulation is in no way binding upon them in any other proceeding, except to enforce the

terms of this Stipulation.

8. The Parties further acknowledge that a Board Order approving this Stipulation will
become effective upon the service of said Board Order, or upon such date after the service thereof

as the Board may specify, in accordance with N.J.S.A. 48:2-40.

9. WHEREFORE, the Parties hereto respectfully submit this Stipulation to the Board of
Public Utilities and recommend that the Board issue a Decision and Order adopting and approving

this Stipulation in its entirety in accordance with the terms hereof.

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
Y.
Danielle Lopez, Esq.

BY:
Associate Counsel, Regulatory

DATED: May 25, 2022
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MATTHEW J. PLATKIN
ACTING ATTORNEY GENERAL OF NEW JERSEY
Attorney for the Staff of the New Jersey Board of Public Utilities

ov.__ Malbe b

Matko Ilic
Deputy Attorney General

DATED: May _ﬁ_, 2022

NEW JERSEY DIVISION OF RATE COUNSEL
BRIAN LIPMAN, DIRECTOR

v, S Serakh K Staindel

Sarah H. Steindel, Esq.
Assistant Deputy Rate Counsel

DATED: May 26, 2022
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STATE OF NEW JERSEY
Board of Public Utilities
44 South Clinton Avenue, 9th Floor
Post Office Box 350
Trenton, New Jersey 08625-0350
www.nj.gov/bpu/

ENERGY AND CLEAN ENERGY

ORDER ADOPTING
STIPULATION

IN THE MATTER OF THE PETITION OF PUBLIC
SERVICE ELECTRIC AND GAS COMPANY FOR
APPROVAL OF ITS CLEAN ENERGY FUTURE-
ENERGY EFFICIENCY (“CEF-EE”) PROGRAM ON A
REGULATED BASIS

DOCKET NOS. GO18101112
AND EO18101113
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Parties of Record:

Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel

Matthew M. Weissman, Esq., General State Regulatory Counsel, Public Service Electric and
Gas Company

Daniel Greenhouse, Esqg. and William D. Bittinger Esq., Eastern Environmental Law Center
Erin Cosgrove, Esq., Energy Efficiency Alliance of New Jersey

Steven S. Goldenberg, Esq., Giordano, Halleran and Ciesla, P.C. for New Jersey Large Energy
Users Coalition

Christopher E. Torkelson, Esqg., Eckert Seamans Cherin and Mellott, LLC for Market
Participants

BY THE BOARD:

On October 11, 2018, Public Service Electric and Gas Company (“PSE&G” or “Company”) filed a
petition with the New Jersey Board of Public Utilities (“Board” or “BPU”) requesting approval of its
Clean Energy Future — Energy Efficiency (“CEF-EE”) Program (“CEF EE Petition”). By this Order,
the Board adopts a stipulation of settlement (“Stipulation”) executed by PSE&G, Board Staff
("Staff”), the New Jersey Division of Rate Counsel ("Rate Counsel"), the Eastern Environmental
Law Center (“EELC”); the Energy Efficiency Alliance of New Jersey (‘EEA-NJ”); and the New
Jersey Large Energy Users Coalition ("NJLEUC") (collectively, "Signatory Parties") that
addresses several issues in this matter. Direct Energy Business LLC, Direct Energy Business
Marketing LLC, Direct Energy Services LLC, Gateway Energy Services Corporation, NJR Retail
Services Company, NRG Energy Inc. (“NRG”), Just Energy Group Inc. (“Just Energy”), and
Centrica Business Solutions ("Market Participants") filed a letter of non-opposition.

BACKGROUND

On January 13, 2008, L. 2007, c. 340 (the “RGGI Act”) was signed into law based on the New
Jersey Legislature’s findings that energy efficiency (“EE”) and conservation measures must be
essential elements of the state’s energy future and that greater reliance on EE and conservation
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will provide significant benefits to the citizens of New Jersey. The Legislature also found that
public utility involvement and competition in the conservation and EE industries are essential to
maximize efficiencies.!

Pursuant to Section 13 of the RGGI Act, codified as N.J.S.A. 48:3-98.1(a)(1), an electric or gas
public utility may provide and invest in EE and conservation programs in its service territory on a
regulated basis. Such investment in EE 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.? Ratemaking
treatment may include placing appropriate technology and program costs investments in the
utility’s rate base, or recovering the utility’s technology and program costs through another
ratemaking methodology approved by the Board.® An electric or gas utility seeking cost recovery
for any EE and conservation programs pursuant to N.J.S.A. 48:3-98.1 must file a petition with the
Board.*

On May 23, 2018, Governor Murphy signed into law the Clean Energy Act of 2018 (“CEA” or the
“Act”).> The CEA plays a key role in achieving the State’s goal of 100% clean energy by 2050 by
establishing aggressive energy reduction requirements, among other clean energy strategies.
The CEA emphasizes the importance of EE and peak demand reduction (“PDR”) and requires
the Board to adopt an efficiency program “to ensure investment in cost-effective energy efficiency
measures, ensure universal access to energy efficiency measures, and serve the needs of low-
income communities”™ The CEA also calls upon New Jersey’s electric and gas public utilities” to
play an increased role in delivering EE and PDR programs to customers by requiring the utilities
to reduce the use of electricity and natural gas in their service territories.®

On the same day that Governor Murphy signed the CEA into law, he also issued Executive Order
28 (“EO 28”), directing the creation of a new Energy Master Plan (“EMP”) for the state which “shall
provide a comprehensive blueprint for the total conversion of the state’s energy production profile
to 100% clean energy sources on or before January 1, 2050, and shall further provide specific
proposals to be implemented over the next 10 years in order to achieve the January 1, 2050
goal.”® EE is one of the seven key strategies identified in New Jersey’s 2019 EMP*° and will play
an essential role in meeting the State’s long-term clean energy goals.

From February 2019 through May 2020, the Board solicited stakeholder feedback through
numerous public meetings and technical working group meetings; and invited comments on three
topic-specific proposals (program administration, cost recovery mechanisms, and application of

1 N.J.S.A. 48:3-98.1(b).
2 1d.
°1d.
“1d.
5P.L.2018, c. 17 (N.J.S.A. 48:3-87.8 et al.).
5N.J.S.A. 48:3-87(Q).
" New Jersey'’s electric and gas public utilities include Atlantic City Electric Company (“ACE”), Butler Power
and Light Company (“Butler”), Elizabethtown Gas Company (“Elizabethtown”), Jersey Central Power &
Light Company (“JCP&L”), New Jersey Natural Gas Company (“NJNG”), Public Service Electric and Gas
Company (“PSE&G”), Rockland Electric Company (“RECO”), and South Jersey Gas Company (“SJG”)
(collectively, “utilities”).
8 N.J.S.A. 48:3-87.9(a).
% Exec. Order No. 28 (May 23, 2018), 50 N.J.R. 1394(b) (June 18, 2018), 1 3.
102019 New Jersey Energy Master Plan: Pathway to 2050 (January 28, 2020), available at
https://www.nj.gov/emp/docs/pdf/2020_NJBPU_EMP.pdf.
2
BPU DOCKET NOS. G0O18101112
and EO18101113
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utility targets), as well as on a full Energy Efficiency Transition Straw Proposal released on April
1, 2020.

Also during the EE transition process, on May 28, 2019, the Board completed a study pursuant
to the CEA regarding the potential for reduction in energy usage and peak demand in the state
and adopted preliminary quantitative performance indicators to establish utility targets for these
reductions. On May 1, 2020, the utilities submitted to the Board and Rate Counsel the results of
the demographic analysis required by the CEA, the purpose of which was to determine if all utility
customers are able to participate fully in implementing EE measures, identify market barriers that
prevent such participation, and make recommendations for measures to overcome such barriers.
On May 4, 2020, Staff hosted a public meeting on equity in EE consisting of two panel sessions
and a presentation on the results of the demographic analysis, accepting written comments
through May 15, 2020.

On June 10, 2020, the Board approved an EE transition framework for EE and PDR programs
implemented pursuant to the CEA, including requirements for the utilities to establish programs
that reduce the use of electricity and natural gas within their territories.?

In addition, on July 13, 2020, the utilities solicited stakeholder input through a public stakeholder
meeting on EE core program design, structure, and delivery. A question and answer session
facilitated discussion on topics related to challenges and barriers for programs, enhancements to
existing core programs, equity, and workforce development. Staff and the utilities accepted
written comments through July 27, 2020.

PSE&G CEF-EE Program

In the CEF EE Petition, the Company sought approval to implement 22 sub-programs, including
seven residential sub-programs, seven commercial and industrial (“C&l”) sub-programs, and eight
pilot sub-programs (collectively, “2018 EE Programs”).

The CEF-EE residential sub-programs would, among other initiatives, promote the purchase and
installation of high-efficiency appliances through rebates and on-bill incentives; provide customers
with energy audits and installation of EE measures; educate residential builders and developers
on energy efficient home design and construction; and educate kindergarten through 12" grade
students on EE. The CEF-EE C&l sub-programs would, among other activities, promote the
installation of energy efficient equipment; advance efficient design and equipment installation for
new buildings; optimize energy consumption in existing buildings; and upgrade all of PSE&G’s
existing high-pressure sodium cobra head streetlights to more efficient light emitting diode (“LED”)
streetlights. Lastly, the CEF-EE pilot sub-programs would consist of PSE&G implementing and
managing select, highly advanced approaches to EE that, after the conclusion of the pilot phase,
might support future EE programs in New Jersey.

The total proposed investment for the 2018 EE Programs was approximately $2.8 billion, including
$2.5 billion for investment and approximately $283 million in administrative costs over the
proposed six-year term of the program, with a proposed 15-year amortization period for residential
and C&l program investments. The proposed 2018 EE Programs would include $86.2 million for
information technology (“IT”) build investments and $28.9 million for IT run costs. PSE&G

11 In re the Implementation of P.L. 2018, c. 17 Regarding the Establishment of Enerqy Efficiency and Peak
Demand Reduction Programs, BPU Docket No. Q0 19010040, Order dated June 10, 2020 (“June 10, 2020
Order”).

3
BPU DOCKET NOS. GO18101112
and EO18101113
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proposes to recover costs associated with the 2018 EE Programs via a new CEF-EE Program
component (“CEF-EEC”) of the Company’s electric and gas Green Programs Recovery Charge
(“GPRC”), which would be filed annually after the proposed initial period, which the Company
proposes to begin upon Board approval of the CEF-EE Program. PSE&G proposed to earn a
return on its net investment based on its most recent weighted average cost of capital (“WACC”).
In addition, the Company requested Board approval of a decoupling mechanism for recovering
lost revenues, the Green Enabling Mechanism (“GEM”). The GEM would provide for the recovery
or refund of the difference between actual revenue and the level of “allowed” revenue per
customer established in the most recently completed base rate case.

Under the CEF-EE Program proposal, following a one-year transition period, PSE&G would
become the exclusive provider of Board-regulated EE programs in its service territory, with the
New Jersey Division of Clean Energy providing oversight, standard setting, and policymaking
after the transition.

Procedural History

On December 16, 2008, the Board issued an Order authorizing PSE&G to implement its Carbon
Abatement Program, which included five sub-programs: 1) Residential Whole House Efficiency;
2) Residential Programmable Thermostat Installation; 3) Small Business Direct Install; 4) Large
Business Best Practices and Technology Demonstration Pilot; and 5) Hospital Efficiency.'?

On July 16, 2009, the Board issued an Order authorizing PSE&G to implement eight EE sub-
programs as part of its Energy Efficiency Economic Stimulus Program (‘EEE Program”): 1)
Residential Whole House Efficiency Sub-Program; 2) Residential Multi-Family Housing Sub-
Program; 3) Small Business Direct Install Sub-Program; 4) Municipal/Local/State Government
Direct Install Sub-Program; 5) Hospital Efficiency Sub-Program; 6) Data Center Efficiency Sub-
Program; 7) Building Commissioning/O&M Sub-Program; and 8) Technology Demonstration Sub-
Program.*®

By Order dated July 14, 2011, the Board authorized PSE&G to extend three of its eight sub-
programs: 1) Residential Multi-Family Housing; 2) Municipal/Local/State Government Direct
Install; and 3) Hospital Efficiency (‘EEE Extension Sub-Programs”).}* On April 16, 2015, the
Board authorized PSE&G to further extend the three sub-programs approved in the July 2011
Order (“EEE Extension II7).%°

12 In re the Petition of Public Service Electric and Gas Company Offering a Carbon Abatement 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. EO08060426, Order dated December 16, 2008 (“December 2008 Order”).

13 1n re 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. EO09010058, Order dated July 16, 2009 (“July 2009
Order”).

14 1n re the Petition of Public Service Electric and Gas Company for an Extension of Three Sub-Components
of Its Energy Efficiency Economic Stimulus Program in Its Service Territory on a Requlated Basis and
Associated Cost Recovery and for Changes in the Tariff for Electric Service, B.P.U.N.J. No. 15 Electric and
the Tariff for Gas Service, B.P.U.N.J. No. 15 Gas, Pursuant to N.J.S.A. 48:2-21, 48:2-21.1, and N.J.S.A.
48:3-98.1, BPU Docket No. EO11010030, Order dated July 14, 2011 (“July 2011 Order”).

15 1n re the Petition of Public Service Electric and Gas Company to Continue lts Enerqy Efficiency Economic
Extension Program on a Regulated Basis (“EEE Extension I1I”), BPU Docket No. EO14080897, Order dated
April 16, 2015 (“April 2015 Order”).

BPU DOCKET NOS. GO18101112
and EO18101113
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By Order dated August 23, 2017, in its approval of the Company’s Energy Efficiency 2017
Program (“EE 2017 Program”), the Board authorized PSE&G to extend the EEE Extension Sub-
Programs for two years.’®* The Board further authorized the Company to implement a Smart
Thermostat Sub-Program and a Residential Data Analytics Smart Pilot Sub-Program.

CEF EE Petition

On May 3, 2018, PSE&G met with Staff and Rate Counsel for a pre-filing meeting, as required by
the May 2008 Order, to discuss the Company’s potential filings.

On October 11, 2018, PSE&G filed the CEF EE Petition with the Board. By letter dated November
14, 2018, Staff notified the Company that the CEF EE Petition was administratively deficient with
respect to the minimum filing requirements (“MFRs”) set forth in the Board’s May 12, 2008 Order
and amended through an Order issued on October 20, 2017 (“Deficiency Letter”).}” In response
to the Deficiency Letter, PSE&G filed supplemental information on January 7, 2019. On January
9, 2019, Staff advised PSE&G that the CEF EE Petition was administratively complete as of
January 7, 2019. Accordingly, the 180-day period for the Board to review the CEF EE Petition
began on January 7, 2019 and was set to expire on July 6, 2019.

By Order dated October 29, 2018, the Board designated Commissioner Dianne Solomon as
Presiding Commissioner, authorized to rule on all motions that arise during the pendency of the
CEF-EE proceeding and modify any schedules that may be set as necessary to secure a just and
expeditious determination of the issues.’® The Board directed that any entities seeking to
intervene or participate in this matter file the appropriate application with the Board by November
16, 2018 and authorized Commissioner Solomon to render decisions on stipulations, pursuant to
N.J.S.A. 48:2-21.3, extending the 180 review period, if submitted, provided that the stipulation
extending the time period is executed by all the parties to the proceeding. The authority was
limited to extensions that did not collectively exceed 180 days, with any further request for
extensions to be directed to the Board.

By the November 16, 2018 deadline, nine entities filed to intervene, and six entities filed to
participate. Specifically, NJNG; NJLEUC; Tendril Networks, Inc. (“Tendril”) n/k/a Uplight; Market
Participants'®;, EELC, on behalf of Environment New Jersey, Sierra Club, the Environmental

16 1n re the Petition of Public Service Electric and Gas Company for Approval of its Energy Efficiency 2017
Program and Recovery of Associated Costs, BPU Docket No. EO17030196, Order dated August 23, 2017
(“August 20170rder”).

7 In re Electric Public Utilities and Gas Public Utilities Offering Energy Efficiency and Conservation
Programs, Investing in Class | Renewable Energy Resources, and Offering Class | Renewable Energy
Programs in their Respective Service Territories on a Requlated Basis Pursuant to N.J.S.A. 48:3-98.1 —
Minimum Filing Requirements, BPU Docket No. Q017091004, Order Dated October 20, 2017.

18 In re the Petition of Public Service Electric and Gas Company for Approval of Its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO18101113, Order dated October 29, 2018.

19 On November 16, 2018, Direct Energy (representing five affiliated third party energy supplier companies,
including Direct Energy Business, LLC, Direct Energy Business Marketing, LLC, Direct Energy Services,
LLC, Gateway Energy Services Corporation, and NJR Retail Services Company) and Centrica Business
Solutions filed a motion to intervene. On December 6, 2018, Direct Energy filed a supplemental motion
that joined NRG and Just Energy in the original request to intervene on the same grounds as the original
moving parties.

BPU DOCKET NOS. GO18101112
and EO18101113
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Defense Fund, New Jersey League of Conservation Voters, and Natural Resources Defense
Council; Enel X North America, Inc. (“Enel X”); the Keystone Energy Efficiency Alliance (“KEEA”)
n/k/a EEANJ; MaGrann Associates; and Sunrun, Inc. (“Sunrun”) moved to intervene. ACE;
JCP&L; RECO; Google, LLC (“Google”); Lime Energy Co. (“Lime Energy”); and Philips Lighting
North America Corporation n/k/a Signify moved to participate.

Commissioner Solomon issued a Prehearing Order on January 22, 2019 that established the
issues to be determined by the Board, set forth a procedural schedule, granted intervener status
to the NJLEUC and EELC, and granted participant status to the remaining movants, with the
exception of KEEA (“Prehearing Order”).?° The Prehearing Order also granted admission pro hac
vice to Paul F. Forshay, Esq. for NJLEUC and Kiristine E. Marsilio, Esg. for Market Participants.

On January 29, 2019, Sunrun moved for reconsideration of the Prehearing Order insofar as it
denied Sunrun intervener status. On the same date, the Market Participants moved for
interlocutory review of the Prehearing Order insofar as it denied Direct Energy intervener status.
Both entities argued that their interests as competitors in the EE field could only be adequately
represented by themselves. On February 1 and February 8, 2019, PSE&G filed responses in
opposition to the Market Participants’ and Sunrun’s motions, respectively. On February 5, 2019,
Sunrun requested that the Board consider its motion for reconsideration as a motion for
interlocutory review.

On February 8, 2019, KEEA advised Staff that, as of that date, it was represented by an attorney
licensed to practice in New Jersey.

On February 27, 2019, the Board issued an Order granting KEEA’s motion to intervene and
denying the motions of the Market Participants and Sunrun.

On March 8, 2019, the Market Participants filed for reconsideration of the Board’s February 27,
2019 Order insofar as it denied the Market Participants’ motion for interlocutory review and
affirmed the Prehearing Order, which denied the Market Participants’ motion to intervene and
instead granted the Market Participants participant status. The Market Participants set forth
several additional reasons and arguments for the Board to consider in support of their
intervention. On March 18, 2019, PSE&G filed its opposition to the motion. On April 18, 2019,
the Board authorized a Secretary’s Letter advising the parties that, pursuant to N.J.A.C. 14:1-8.7,
the Board would take additional time to consider the motion.

Following appropriate notice, six public hearings were held on the following dates in PSE&G’s
service territory: two hearings on March 13, 2019 in New Brunswick, two hearings on March 18,
2019 in Mount Holly, and two hearings on March 21, 2019 in Hackensack. Numerous members
of the public made statements at the aforementioned hearings. The majority expressed support
for the filed CEF-EE Program, and two members of the public expressed concerns regarding the
impact of the filing on the competitive energy efficiency market.

20 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO18101113, Order Dated January 22, 2019.

21 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO18101113, Order Dated February 27, 2019.

6
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Rate Counsel, Staff, and the EELC served discovery questions, to which the Company
responded. Discovery conferences were held on March 6 and March 14, 2019.

With the CEF EE Petition, PSE&G filed the direct testimonies of Ms. Karen Reif, PSE&G Vice
President, Renewables and Energy Solutions; Mr. Steven Swetz, PSE&G Senior Director,
Corporate Rates and Revenue Requirements; and Daniel Hansen, PhD, Vice President,
Christensen Associates Energy Consulting, LLC. PSE&G's Supplemental Filing on January 4,
2019 included the supplemental direct testimony of Ms. Reif.

On March 22, 2019, pursuant to the schedule set forth in the Prehearing Order, Rate Counsel
filed the direct testimonies of Mr. Dante Mugrace, Senior Consultant, PCMG and Associates;
David E. Dismukes, PhD, Consulting Economist, Acadian Consulting Group, LLC; and Ezra
Hausman, PhD, President, Ezra Hausman Consulting. The EELC filed the direct testimony of
Ms. Amanda Levin.

The parties participated in settlement conferences on March 25 and April 9, 2019.

On April 15, 2019, PSE&G filed the rebuttal testimony of Ms. Reif, Mr. Swetz, and Dr. Hansen, as
well as the rebuttal testimony of a new witness, Mr. Isaac Gabel-Frank. Rate Counsel filed the
rebuttal testimony of Dr. Dismukes, and EELC filed the rebuttal testimony of Ms. Levin.

Evidentiary hearings were held on May 1 and 2, 2019 at the Office of Administrative Law in
Mercerville (Hamilton), New Jersey, before Commissioner Solomon. The parties introduced their
respective pre-filed testimonies and exhibits, all discovery responses were moved into evidence,
and, in accordance with the Prehearing Order, Rate Counsel withesses Hausman, Mugrace, and
Dismukes and EELC witness Levin presented oral sur-rebuttal testimony, and withesses were
cross-examined.

The following parties and participants submitted initial briefs: PSE&G, Rate Counsel, NJLEUC,
EELC, Enel X, ACE, the Market Participants, Google, Lime Energy, Signify, Sunrun, Tendril n/k/a
Uplight, and Staff. The following parties and participants submitted reply briefs: PSE&G, Rate
Counsel, EELC, Google, and Sunrun.

The parties participated in additional settlement discussions on June 18 and July 15, 2019.

On June 19, 2019, the parties entered into a stipulation to extend the review period to August 19,
2019 to allow more time for review of the proposed CEF-EE Program by the Board. On June 27,
2019, Commissioner Solomon issued an Order adopting the stipulation and extending the review
period to August 19, 2019.%2

On August 6, 2019, the parties entered into a stipulation to further extend the review period to
allow more time for settlement discussions. On August 12, 2019, Commissioner Solomon issued
an Order adopting the stipulation and extending the review period from August 19, 2019 to
September 18, 2019.%

22 1n re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
E018101113, Order Dated June 27, 2019.

23 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and

7
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By Order dated September 11, 2019, the Board approved a stipulation that authorized the
extension of the 180-day period for Board action on the Company’s CEF-EE Program from
September 18, 2019 until no later than March 16, 2020; approved the extension of the Company’s
Multifamily Housing Sub-Program, Hospital Efficiency Sub-Program, Smart Thermostat Sub
Program, and Residential Data Analytics Sub-Program through September 21, 2020; and
reaffirmed the termination of the Company’s Direct Install Sub-Program by October 31, 2019.%

On September 13, 2019, Sunrun submitted a letter to the Board noting the multiple extensions of
the 180-day timeline and asking the Board to relax or disregard the procedural rules and allow
Sunrun to participate in any future settlement discussions, potential final resolutions, and
additional interim agreements.

By Order dated November 13, 2019, the Board found that the nature and extent of the Market
Participants’ interest warranted intervener status and that their inclusion would add measurably
and constructively to the record in this proceeding. The Board granted the Market Participants’
motion for reconsideration and reversed its previous ruling. Additionally, the Board reaffirmed its
ruling in the February 27, 2019 Order as it related to Sunrun and denied Sunrun’s request dated
September 13, 2019.%

By Order dated February 19, 2020, the Board approved a stipulation that authorized the extension
of an additional 180-day period for Board action on the Company’s CEF-EE Program, until no
later than September 30, 2020. The parties also agreed that PSE&G would further extend its EE
2017 Program through September 30, 2020.2¢

Following Board adoption of the EE transition framework on June 10, 2020, the parties
participated in additional settlement conferences on June 25, July 14, July 16, July 28, July 31,
August 14, August 19, August 25, August 28, and September 1, 2020.

STIPULATION

On September 22, 2020, the Signatory Parties executed the Stipulation, the relevant terms of
which are provided below:?’

l. General Terms

1. The Signatory Parties (“Parties”) agree that, subject to Board approval of the Stipulation,
PSE&G may implement a modified CEF-EE Program (“Program”) under the terms and
conditions described in the Stipulation. The Program will include implementation,

EO18101113, Order Dated August 12, 2019.
24 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO18101113, Order Dated September 11, 2019.
25 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO018101113, Order Dated November 13, 2019.
26 In re the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future —
Energy Efficiency (“CEF-EE”) Program on a Regulated Basis, BPU Docket Nos. GO18101112 and
EO18101113, Order Dated February 19, 2020.
27 Although summarized in this Order, the detailed terms of the Stipulation are controlling, subject to the
findings and conclusions of this Order. Paragraphs are numbered to coincide with the Stipulation.
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administration and investment in 10 sub-programs, including four residential sub-
programs, five commercial and industrial (“C&I”) sub-programs, and one multifamily sub-
program.

2. The Parties agree that PSE&G should be permitted to implement the 10 sub-programs
identified in Attachment 1, attached to the Stipulation, subject to the final consensus of the
Joint Utility Working Group, as outlined in paragraph 50 of the Stipulation.

3. PSE&G will launch sub-programs in accordance with Attachment 1 of the Stipulation, and
adjustments will be made in the implementation of these sub-programs to coordinate
delivery and assure consistency of core sub-programs with other utility core sub-
programs, as necessary. To coordinate sub-program offerings across the state, the
utilities are engaged in a joint effort to contract with a single third-party entity to serve as
a dual-fuel statewide coordinator.

4. Customers in PSE&G’s electric and/or gas service territory who meet the criteria for the
respective CEF-EE sub-program offerings will be eligible to participate.

5. The CEF-EE Program budget is as follows:

Component Implementation

(F;:)On?rr)ir:ent Description Budget Date
($M)
- Rebates and on-bill repayment for HYAC, smart Marketplace: 10/1/20
Res Efficient . S
Products thermostats, appliances, lighting, and other 140 All other: 1/1/21.
equipment '
Res Existing F\’_ebat_es and on-b_lll_ repayment for energy audit, 1/1/21
direct install of efficient equipment, and broader 55
Homes o : .
weatherization / appliance replacement services
H H 28
Res Behavior Data analytics, home energy reports, and online o5 1/1/21

energy audits

. Energy audit and direct install of efficient 1/1/21
Res Multifamily . 9
equipment at no charge to tenants
Energy audit, direct install of efficient 1/1/21
equipment, and broader weatherization /
Income Eligible appliance replacement services at no charge for 55

income-eligible customers and for properties
located within low and moderate-income census
tracts

28 Additional customers will be added to the Behavior Subprogram on January 1, 2021. EE 2017 will
continue to serve existing customers through December 2020.
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Component Implementation

Program

Description Budget Date
Component
- ($M)
Rebates and on-bill repayment for HVAC, 1/1/21
C&I Prescriptive lighting, m_otors and drives, refrlgeratlonz water 210
heaters, air compressors, and food service
equipment
c&l Custom Cugtom |r_lcent|\_/es for Igrge energy efficiency 100 1/1/21
projects, including on-bill repayment
C&I Small Non-  |Rebates and on-bill repayment for direct- 10/1/20%°
Residential installed EE measures to small non-residential 165
Efficiency (a/k/fa  |customers of lighting, controls, refrigeration,
Direct Install) heating and air conditioning updates, etc.
C&l Energy Retro-comm|§5|or!|ng _and st_ra_teglc energy 1/1/21
management: optimizing existing systems with 6
Management . :
little to no equipment upgrades
Whole-building engineered energy saving 10/1/20%°
C&l Engineered solutions to hospitals, school districts,
: . o L - 205
Solutions universities, municipalities, apartment buildings,
other non-profit /public entities
Technology systems and services to ensure N/A
IT PSE&G customers have easy access to energy 33%
efficient products, incentives, and repayments
Program administration; program management; |Cap at 10% N/A
Admin education and outreach; program design and of
development; and IT run costs investment
Investment Total 1,003

6. Based on market response, the Company may shift the timing of investment spending
between Program Years (October 1 — September 30) in any sub-program as necessary
to provide flexibility in responding to market conditions and customer demand and to
ensure the achievement of Program targets during the term of the Program, in accordance
with the procedure outlined in the Board’s June 10, 2020 Order (“Framework Order”).

2 The EE 2017 Direct Install Subprogram will continue for Urban Enterprise Zones, Government, and
Nonprofits. Expansion of the program beyond that will begin no earlier than January 1, 2021.
30 The C&I Engineered Solutions Sub-program will continue for Hospitals and Multifamily. Expansion of the
program beyond that will begin no earlier than January 1, 2021.
31 An expected breakdown of these IT costs is provided at Attachment 2.
10
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7. During implementation, certain sub-programs may be more successful in the near term
and require additional budget in order to respond to the market need and to continue
operations. Accordingly, the Parties agree that a process enabling the Company to make
adjustments to sub-program budgets in response to real market conditions experienced
is justified. The process, in accordance with the Framework Order, shall be as follows:

e PSE&G can shift its sub-program budgets out of an individual sub-program within
the Residential sector or within the C&Il sector, up to 25% of the individual sub-
program’s total budget with Staff notification (which should be provided within 30
days following the change), 25-50% with Staff approval, and over 50% with Board
approval.

e PSE&G can shift budgets out of the residential sector or the C&I sector up to 5%
of individual utility sector budgets with Staff notification (which should be provided
within 30 days following the change), 5-10% with Staff approval, and over 10%
with Board approval. Such budgets may be added to any sub-program(s) within
the sector to which it is being transferred without limitation when the budget shift
does not exceed 5%.

e All requests for budget adjustments shall be submitted to Staff and Rate Counsel.
Staff retains the right to reject shifts requiring Staff notification. Requests for
budget adjustments within the three-year Program filing necessitating Staff
approval shall be submitted to Staff and Rate Counsel with a written description of
and rationale for the proposed transfers, and shall be responded to within 30 days.
Rate Counsel may object within 30 days, which will trigger Staff review within 30
days of Rate Counsel’s objection. If there is no response from Rate Counsel or
Staff within 30 days of PSE&G’s request, those requests will be automatically
granted.

8. Customer information shall be used by the Company to deliver an effective customer
experience in compliance with any applicable BPU regulations and statutory obligations.
The Company shall adopt privacy and data handling policies and procedures for CEF-EE
that are consistent with PSE&G's customer data security protections, the Framework
Order, and any applicable BPU regulations and statutory obligations. In the event of any
breach of the above confidentiality by an affiliate, PSE&G shall remediate this breach to
the full extent required by law. In the event of any breach of the above confidentiality by
a vendor hired to deliver the CEF-EE or to evaluate the sub-programs, the Company
commits to enforcing the contractual confidentiality requirement to the extent allowed by
the law. Any “breach of security” with respect to customers’ “personal information,” as
those terms are defined in N.J.S.A. 56:8-161, shall be treated in accordance with the New
Jersey Identity Theft Prevention Act, N.J.S.A. 56:8-161 et seq., and Section 3b of the
BPU’s Cybersecurity Order of March 18, 2016 in Docket No. AO16030196.

9. PSE&G agrees customer-specific data belongs to the customer, who may request or
authorize PSE&G to share it with suppliers, and data gathered during the operation of
these sub-programs not specific to any particular customer belongs to the Company and
will be used solely to support current or future regulated utility programs. Such data may
not be used for other purposes without Board approval. Any financial benefits derived
from the data will be offset against the costs of the program. The Company will also submit
non-customer-specific data to the Board in compliance with reporting requirements, as
established by the Board.
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10. PSE&G has used a competitive selection process to select current EE implementation
vendors under existing EE Programs described in the Stipulation. The Company commits
to conducting a competitive solicitation process to select vendors for the second and third
program years that meet currently applicable requirements in a manner that permits the
Company to prudently implement the sub-programs. Alternatively, to the extent that
contracts with existing vendors can be extended to increase speed to market or reduce
costs for customers, the Company will pursue these options and make reasonable efforts
to integrate all currently applicable competitive selection procurement protocols into those
contracts, while continuing to follow all competitive selection procurement protocols for
other services required.

11. Within 30 days of May 31, 2021, PSE&G will convene at least one non-confidential
stakeholder collaborative meeting to discuss potential partnerships with market
participants and other stakeholders, and to obtain input regarding the design and
implementation of “non-core” programs, including but not limited to demand response and
PDR programs, non-pipe and non-wire alternative programs, and building
electrification/decarbonization programs. PSE&G agrees to consider in good faith the
issues and suggestions raised in the meeting and to develop recommendations regarding
a future filing on additional programs identified in the meeting.

12. Within 120 days of Board approval of the Stipulation, PSE&G will convene at least one
stakeholder collaborative meeting to discuss competitive issues in the provision of EE,
including but not limited to the implementation of supplier consolidated billing.

13. Incentive structures are described in Attachment 1 of the Stipulation, and measure level
details are included in Appendix A of Attachment 1 of the Stipulation, subject to
modification consistent with the Framework Order and in cooperation with the BPU’s Utility
Working Group and the Utilities’ Program Working Groups. The Company commits to
complying with all Board Orders regarding the programs and program details it is required
to offer.

1. Program Term

14. Implementation of the CEF-EE Program will commence on October 1, 2020 and will
continue over the course of the next three years until September 30, 2023.

15. CEF-EE core programs that are continuations of the EE 2017 sub-programs PSE&G
currently operates (Efficient Products Marketplace component®? and Direct Install®*®) shall
commence on October 1, 2020. CEF-EE core programs that PSE&G does not currently
operate shall commence no earlier than January 1, 2021. Non-core sub-programs,
including those sub-programs that are continuations of existing EE 2017 sub-programs,
will commence on October 1, 2020. The EE 2017 Hospital and Multi-Family sub-programs
will continue as components of the Engineered Solutions sub-program, with new elements
of the Engineered Solutions sub-program commencing no earlier than January 1, 2021.
The EE 2017 Data Analytics sub-program will continue as the Behavioral sub-program.

32 Efficient Products — Marketplace will be expanded to offer several on-line products on October 1, 2020.
33 See footnote 8.
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PSE&G will continue to coordinate regarding transition of programs (including program
delivery, program data, and marketing) with the current New Jersey Clean Energy
Program administrator and other utilities with whom the Company has overlapping service
territories. To the extent that the utilities jointly decide to implement programs differently
than currently envisioned, the Company commits to implement, as permissible under law,
consistent elements of the core programs concurrently with all electric and gas utilities in
the state. This consistency will include the following elements:

e Common forms for use by customers and contractors;

e Contractor requirements, open and competitive procurement protocols where
feasible, and training; procurement protocols should include policies and practices
(e.g., scoring systems) developed in collaboration with the Equity Working Group
and Workforce Development Working Group that encourage supplier diversity
(including contractors and subcontractors) and contractor coaching/mentoring of
diverse business enterprises;

e Customer and property eligibility requirements and processes, including

alternative/automatic eligibility methods for low- to moderate-income customers

(e.g., based on census tracts, environmental justice communities, Urban

Enterprise Zones, etc.);

Eligible measures;

Incentive ranges;

Incentive payment processes and timeframes;

Customer and contractor engagement platforms;

Data platforms and database sharing among program administrators, where

appropriate; and

¢ Quality control standards and remediation policies.

The Company will file a subsequent multiyear program extension for Board approval by
September 30, 2022 with a commencement date of October 1, 2023 to allow for efficient
continuation of the CEF-EE Program and align the program term with the subsequent
State-wide July-June program cycle.

CEF-EE Program Expenditures

The Parties agree that the total investment for the CEF-EE Program is $1.003 billion,
which includes all capital expenditures (including IT), rebates and incentives, including
financing costs and audit/installation labor, and outside services for third party sub-
program implementation and EM&V. The budget for investment includes amounts that
are spent during the three-year program cycle (October 1, 2020 — September 30, 2023)
as well as amounts reserved to fund projects/incentives for customers who have enrolled
in sub-programs during that three-year period, as defined in Appendix B of Attachment 1
of the Stipulation.

The agreed upon $1.003 billion investment amount does not include Company
administrative costs, which will be capped at $100.3 million. Company administrative
costs include PSE&G administrative, labor, IT run costs, and portfolio-level costs, such as
program development and jobs initiatives for the three-year program cycle. The Company
will recover its actual reasonable and prudently incurred administrative costs up to the
$100.3 million cap through annual GPRC cost recovery filings. Staff and Rate Counsel
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reserve their rights to challenge the prudency of all costs, including administrative costs,
in future GPRC filings.

The Joint Utility Program Working Group is developing requirements for coordination of
services to customers, including the sharing of costs and the allocation of savings. The
investments and administrative costs do not include expenditures required for coordination
with other utilities, including the Statewide Program Coordinator System. The Parties
agree that any additional costs for such coordination efforts that go beyond the scope of
the Program, and that are deemed prudently incurred after appropriate review, will be
recoverable.

All Program expenditures will be filed with the Board and submitted for prudency review
in annual cost recovery filings over the term of the Program by way of PSE&G’s annual
GPRC proceedings.

Cost Benefit Analysis / Reporting

The Company submitted calculations as to the cost-effectiveness of each of the proposed
sub-programs under five (5) different cost-benefit tests: the Participant Cost Test (“PCT”),
the Program Administrator Cost (“PAC”) Test, the Ratepayer Impact Measure (“RIM”)
Test, the Total Resource Cost (“TRC”) Test, and the Societal Cost Test (“SCT”). Included
in Attachment 3 to the Stipulation are summaries of the results of (1) the Company’s
Benefit Cost Analysis, including the New Jersey Cost Test (“NJCT”), (2) its Costs-to-
Achieve Savings Analyses, and (3) its analysis of electric and gas QPI values in Program
Years 1-3. On or before September 25, 2020, the Company will provide detailed
supporting calculations and workpapers that are fully compliant with the MFRs established
in the Framework Order. With regard to the QPIs, the Company will provide a description
of how the proposed portfolio achieves the targets established for the Company, as
required by MFR Section VII.

QPI performance periods will be those set forth in the Framework Order. In addition to
CEF-EE projects and measures completed after July 1, 2021, EE 2017 projects and
measures completed after July 1, 2021 shall be included in QPI measurement. Quarterly,
annual, and triennial reports will be consistent with the requirements of the Framework
Order, the details of which will be developed by the BPU’s Utility Working Group.

The Company will perform EM&V for the CEF-EE Program in accordance with the
Framework Order. All EE 2017 projects and measures completed after July 1, 2021 shall
also be included in the CEF-EE EM&V plan.

Capital Structure/Return on Equity

PSE&G will earn a return on its net investment based upon the authorized return on equity
(“ROE”) and capital structure approved by the Board in its last base rate proceeding.

PSE&G’s weighted average cost of capital (“WACC”) for its CEF-EE Program investments
will be set based on the WACC established in the Company’s 2018 base rate case, which
is 6.99%, or 9.02% on a pre-tax basis based on a common equity percentage of 54%, an
ROE of 9.60%, and current tax rates. Attachment 4, Schedule SS-CEF-EE-1 of the
Stipulation shows the calculation of the WACC for the CEF-EE Program.
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The Parties agree that any change in the WACC authorized by the Board in a subsequent
base rate case will be reflected in the appropriate corresponding subsequent monthly
revenue requirement calculations. The Signatory Parties further agree that any change in
the revenue requirement resulting from the change in the WACC will not be included in
the monthly interest calculation for over and under recoveries until the date of the next
scheduled annual true-up but, in any event, no later than January 1 of the subsequent
year. Any changes to current tax rates would be reflected in an adjustment to the pre-tax
WACC and in any corresponding revenue requirement calculations.

Cost Recovery

Cost recovery for the Program will be made and tracked via a new CEF-EEC component
of the Company’s electric and gas GPRC, which will be filed annually after the proposed
initial period. PSE&G has submitted proposed tariff sheets (both red-lined and clean) as
Attachment 5 of the Stipulation to reflect the updated GPRC tariff.

The Parties agree that, in light of the impacts of the current COVID-19 pandemic, the initial
electric and gas CEF-EECs will be set at zero as of the date of the BPU Order in this
proceeding. The Parties further agree that the CEF-EECs will be included in an update to
the Company’s pending 2020 GPRC Cost Recovery filing in Docket Nos. ER20060467 &
GR20060468, and an initial rate can be set for each component in the settlement of that
proceeding. In any event, the initial CEF-EECs will not be increased before January 1,
2021.

The electric and gas CEF-EECs will be subject to adjustment and true-up through the
deferral process, and any required adjustment will be included in the over/under recovered
balance to be recovered from or returned to customers over the following year. Any Board
ordered cost recovery adjustments resulting from the review of the actual costs will be
made to the over/under deferred balance and reflected in the charges established for the
following year pursuant to a final Board Order.

The calculation methodology of revenue requirements and the over/under deferred
balance is detailed in Attachment 4 of the Stipulation. The Parties agree the Company
will modify the revenue requirement calculation if needed to coordinate sharing of
investment with partner utilities in shared service territories as a result of the Board’s
review and approval of the other utilities cost recovery methodology.

Revenues received under the CEF-EE Program, such as PJM Capacity Revenues,
marketplace revenues negotiated with vendors, or any other source of revenues as a
result of the implementation of the CEF-EE Program, as well as financial benefits from the
usage of data as provided in paragraph 9 of the Stipulation, will be utilized to offset
revenue requirements to customers.

The Company shall offer eligible EE into the PIJM capacity market, consistent with the
approach agreed upon by the BPU’s Joint Utility Working Group, subject to the
requirements of PJM. The Company will credit CEF-EE revenue requirements with any
PJM capacity market revenues.

The Parties agree to amortize the CEF-EE investments, excluding IT, over a 10-year
period. Investment other than financing costs will be expensed when incurred for tax
purposes and flowed back to customers as shown in Attachment 4 of the Stipulation. IT
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investments will be amortized in accordance with PSE&G’s accounting policy and
generally accepted accounting principles, which is forecasted to be a five-year book
amortization period and three-year straight-line period for tax purposes. IT tax deductions
will also be flowed back to customers, as shown in Attachment 4 of the Stipulation.

The Parties stipulate that the Company will file to adjust its electric and gas CEF-EECs,
as part of the true-up petition (“True-Up Filing”) for the GPRC, with copies provided to the
Parties no later than July 1, 2021 and annually thereafter for the implementation of the
proposed revised CEF-EECs on October 1 of each year. The True-Up Filing will provide
information as required by the MFRs. Each True-Up Filing will contain a reconciliation of
its projected CEF-EECs costs and recoveries and actual revenue requirements for the
prior period, and a forecast of revenue requirements for the estimated time period before
Board approval (October 1) and the 12-month period thereafter, which shall be based
upon the Company’s most current authorized ROE and capital structure as defined in the
Stipulation. The True-Up Filing also will present actual costs incurred since the previous
annual review, and those costs will then be reviewed for reasonableness and prudency.

The Parties agree that any over/under recovery of the actual revenue requirements
compared to revenues will be deferred. In calculating the monthly interest on net over and
under recoveries, the interest rate shall be based upon the Company’s interest rate
obtained on its commercial paper and/or bank credit lines utilized in the preceding month.

If both commercial paper and bank credit lines have been utilized, the weighted average
of both sources of capital shall be used. In the event that neither commercial paper nor
bank credit lines were utilized in the preceding month, the prior months interest rate
calculation will be used. The interest rate shall not exceed PSE&G’s overall rate of return,
as authorized by the Board, in calculating revenue requirements for the corresponding
period. The interest amount charged to the CEF-EE Program electric and gas deferred
balances will be computed using the methodology set forth in Attachment 4, Schedule SS-
CEF-EE-6E and SS-CEF-EE-6G, respectively of the Stipulation. The calculation of
monthly interest shall be net of tax based on the average monthly balance, consistent with
the methodology set forth in Attachment 4, Schedules SS-CEF-EE-6E and SS-CEF-EE-
6G of the Stipulation for the CEF-EE Program. Simple interest shall accrue on any over
and under recovered balances and shall be included in the deferred balances at the end
of each reconciliation period. Near the end of the initial and each subsequent recovery
period, the corresponding electric and gas deferred balances will be included with
forecasted revenue requirements for the succeeding period for the purpose of setting the
revised electric and gas CEF-EECs.

The True-Up Filing will be subject to review by the Parties with opportunity for discovery
and evidentiary hearings (if necessary) prior to the issuance of a Board Order establishing
the Company’s revised CEF-EECs. The issuance of a written Board Order will be
preceded by adequate public notice and public hearings including evidentiary hearings, if
necessary.

Conservation Incentive Program (“CIP”)

Given the volumetric rate structure to recover fixed costs and the potential for decline in
revenue associated with the implementation of energy efficiency, the Parties agree—as
consistent with the CEA—to account for lost sales revenue resulting from the decrease in
customer energy usage.
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Shareholder Contribution

The recovery of lost revenues due to programs like the CEF-EE will be made via a CIP
based on the methodology outlined below and detailed in the schedules for gas and
electric, as noted in Attachments 6G and 6E of the Stipulation, respectively. In addition,
PSE&G agrees to implement initiatives to further customer conservation efforts, providing
a funding amount (“shareholder contribution”) of $3.3 million per year as long as the CIP
remains in place, commencing with the start of the CIP deferrals, as defined below. All
shareholder contribution expenditures will be allocated 55% to electric distribution (or
approximately $1.8 million) and 45% to gas distribution (or approximately $1.5 million).
Any under- spend in a year will be factored into the following year’s spending amount.
The shareholder contribution will not be included in customer rates. The shareholder
contribution will support initiatives designed to aid customers in reducing their costs of
natural gas and electricity and to reduce each utility’s peak demand. The initiatives may
include efforts such as education and outreach, as well as enhancements to standard
incentives to further encourage customer engagement in the CEF-EE Program (e.g., the
distribution of free EE kits within low- and moderate-income census tracts), grants to
schools and community organizations, and a business EE portal.

e Community Education and Outreach: This category covers community outreach
activities, such as presentations, lunch and learns, outreach tables, trade shows,
business conferences, and green fairs. It may also include grants or initiatives with
community organizations. Particular emphasis will be placed on low- and
moderate-income communities.

e Municipal and NGO (nhon-governmental organization) Outreach: This category
includes activities to work with municipalities and other organizations and may
include funding for special studies or projects and partnerships to promote EE.

e Customer Engagement: This category includes activities to increase customer
awareness and engagement in programs, including enhanced incentives for
promotional purposes, such as the offering of a flash sale. Particular emphasis
will be placed on low- and moderate-income customers. A business engagement
portal may be explored to evaluate the potential to provide customized information
to this diverse customer segment.

¢ Energy Efficient Economy: This category supports efforts to engage and develop
a diverse supplier and workforce base to support the delivery of EE services.

Filing/Tariff Details

The Parties agree that, in light of the COVID-19 pandemic, the Company will submit its
first electric CIP cost recovery filing by February 1, 2022, for new rates effective June 1,
2022, based on an initial deferral period of June 1, 2021 through May 31, 2022. The
Parties further agree that the Company will submit its first gas CIP cost recovery filing by
June 1, 2022, for new rates effective October 1, 2022, based on an initial deferral period
of October 1, 2021 through September 30, 2022. The electric and gas CIPs will be
adjusted annually thereafter. The Company will not book any CIP deferral prior to June
1, 2021 for electric and October 1, 2021 for gas. The filings will document actual results,
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perform the required CIP collection tests described in more detail below, and propose the
new CIP rate. Any variances from the annual filings will be trued-up in the subsequent
year.

Attachment 5 to the Stipulation contains the electric and gas CIP tariffs. The CIP tariffs
will reflect an initial rate of $0.00000 for both electric and gas.

The terms of the existing Weather Normalization Charge (“WNC”) will be suspended as of
October 1, 2021 at the time that the Gas CIP deferral begins. The 2021 Gas WNC cost
recovery filing for the 2020-2021 Winter period can be implemented for new rates effective
October 1, 2021, with any remaining over or under-collection included in the Company’s
first gas CIP tariff to be submitted by June 1, 2022.

CIP Methodology

The monthly CIP deferrals will be calculated as reflected in Attachments 5 and 6E/G to
the Stipulation. For the gas CIP, the baseline usage per customer by applicable rate
schedule is shown in Attachments 5 and 6G of the Stipulation and is based on the billing
determinants approved in the Company’s 2018 base rate case. The baseline usage per
customer will be adjusted with each subsequent base rate case. The margin rate utilized
in the calculation of the gas deferral is based on the current variable margin rate for each
rate schedule and will be updated for any Infrastructure Investment Program (“lIP”) rate
adjustments or future base rate changes. For the electric CIP, the baseline revenue per
customer by applicable rate schedule is shown in Attachments 5 and 6E of the Stipulation
and is based on the billing determinants from the 2018 base rate case and the latest
variable margin rates per rate schedule, including any IIP rate adjustments. The baseline
usage and margin rates will be updated with each subsequent base rate case or IIP rate
adjustment.

For purposes of determining recovery eligibility for CIP accruals, the margin impact of
changes in customer usage will be segregated into weather-related and non-weather-
related components. The non-weather-related components will be limited by eligibility
tests described in more detail below. The weather-related component will not be subject
to those limitations.

The non-weather component will be calculated by first deducting the weather component.
For gas, the weather impact will be calculated in the same manner as calculated for the
Company’s existing WNC. For electric, the weather impact will be calculated in a manner
consistent with the methodology used for gas. PSE&G will establish sales coefficients
based on 20 years of weather history of sales for residential customers only. The weather
will be measured by the impacts on sales and associated distribution revenue of heating
degree days (“HDD”) for winter weather and the temperature humidity index (“THI”) for
summer weather. The average of the 20 years of data for HDD and THI will be considered
normal. The difference in actual and normal HDD and THI will be multiplied by the sales
coefficients to establish sales impacts. The sales impacts will be multiplied by the current
tariff rates to derive the revenue impact. The weather normalization methodology is
detailed in Schedule 4 of Attachments 6E and 6G of the Stipulation for electric and gas,
respectively.
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45. The Parties agree that recovery of non-weather related gas CIP impacts shall be subject
to the application of two eligibility tests: a Modified BGSS Savings Test and a Variable
Margin Test. The Parties further agree that recovery of non-weather related electric CIP
impacts shall be subject to the application of two eligibility tests: a BGS Savings Test and
a Variable Margin Test. In order to be eligible for recovery, non-weather related CIP
impacts must pass both cost recovery tests. A description of the eligibility tests is provided
below.

a. Modified BGSS Savings Test (Gas only) — The Parties agree that reductions in
customer usage provide opportunities to reduce peak demand and lower
commodity costs. As a result, recovery through the gas CIP Tariff will be limited
to BGSS Savings calculated under the following methodology. Consistent with the
existing Modified BGSS Savings Test utilized by New Jersey Natural Gas
Company and South Jersey Gas Company, the margin impact shall be multiplied
by a factor of 75% prior to application of the BGSS Savings test. Further, the
Parties agree to recognize three categories of savings when calculating the total
savings used in the Modified BGSS Savings Test.

i. Category One includes the Company's permanent savings realized from its
permanent capacity releases or contract terminations on an ongoing basis.
The permanent capacity releases and contract terminations are $45.395
million, as detailed by contract in Schedule 5 of Attachment 6G of the
Stipulation. These amounts will remain constant after the re-setting of the
CIP benchmarks in future base rate cases.

ii. Category Two includes BGSS gas cost savings from reductions of capacity
on a long-term basis, i.e., for periods of at least one year. This category of
savings will include, but not be limited to: 1) additional contract terminations
not included in Attachment 6G, Schedule 5 of the Stipulation; 2) release of
capacity to an affiliate or non-affiliate; 3) contract restructuring; and 4)
reductions in the commodity cost of gas supply effectuated through
purchasing strategies.

iii. Category Three is the Company's savings associated with avoided
capacity costs to meet residential customer growth on a prospective basis,
beginning with the first annual CIP filing following implementation of these
terms. Avoided capacity costs shall be calculated on a monthly basis and
are equal to the net change in residential customers for CIP multiplied by
the corresponding Benchmark Use per Customer and by the average fixed
capacity cost reflected in the Company’s concurrent BGSS filing. Schedule
5 of Attachment 6G to the Stipulation illustrates the savings calculation.

iv. Additional BGSS savings pursuant to subparagraphs 44(a)(ii)) and (iii)
above will only be counted within the Modified BGSS Savings Test after
agreement is reached with Rate Counsel and Board Staff about BGSS
savings transactions.

b. BGS Savings Test (Electric only) — The Parties agree that reductions in
customer usage provide opportunities to reduce peak demand and lower
commodity costs. As a result, recovery through the electric CIP Tariff will be limited
to BGS Savings calculated under the following methodology. Consistent with the
Modified BGSS Savings Test described above for gas, the margin impact shall be
multiplied by a factor of 75% prior to application of the BGS Savings test. Further,
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the Parties agree to recognize three categories of savings when calculating the
total savings used in the BGS Savings Test.

i. Category One includes the Company's permanent savings realized from
the reduction in PJM Final Zonal Unforced Capacity (“UCAP”) Obligation
from the 2011/2012 energy year compared to the 2020/2021 energy year
multiplied by the 2020/2021 PS Zonal Net Load Price. The permanent BGS
savings are $64.506 million, as shown in Schedule 5 of Attachment 6E of
the Stipulation. These amounts will remain after the re-setting of the CIP
benchmarks in future base rate cases.

ii. Category Two includes BGS cost savings from ongoing reductions of the
Company’s PJM Final Zonal UCAP Obligation. This category of savings
will be calculated as any annual incremental UCAP Obligation savings after
the 2020/2021 energy year. Any annual incremental UCAP Obligation
savings will be multiplied by the most recent PS Zonal Net Load Price. Due
to the potential for Peak increases due to electric vehicles and
electrification, savings are set as a minimum of the incremental obligation
savings or zero.

iii. Category Three is the Company's savings associated with avoided
capacity costs to meet customer growth on a prospective basis beginning
with the first annual CIP filing following implementation of these terms.
Avoided capacity costs shall be calculated on a monthly basis and are
equal to the net change in customers for CIP multiplied by the
corresponding obligation per customer and the current PS Zonal Net Load
Price per month. Schedule 5 of Attachment 6E to the Stipulation illustrates
the savings calculation.

iv. Additional savings pursuant to subparagraphs 44(b)(ii) and (iii) of the
Stipulation will only be counted within the BGS Savings Test after
agreement is reached with Rate Counsel and Board Staff.

c. Variable Margin Test (Electric and Gas) — The Parties further agree to adopt an
additional recovery limitation to non-weather-related CIP margins equal to 6.5% of
variable margins for the CIP accrual year. However, for the first annual deferral
period only (June 1, 2021 through May 31, 2022 for Electric and October 1, 2021
through September 30, 2022 for Gas), the Parties agree to a recovery and refund
limitation to non-weather-related CIP margins equal to 4.0 percent of variable
margins. Specifically, variable margins for the gas CIP will be calculated based
upon: (i) the number of customers, (ii) the applicable baseline use per customer
("BUC"), and (iii) the associated margin per therm. The margin revenues for each
month for each gas CIP Group shall equal the actual number of customers
multiplied by the BUC and multiplied by the margin revenue factor. For the electric
CIP, variable margins will be calculated based on: (i) the number of customers and
(i) the baseline revenue per customer. The margin revenues for each month for
each electric CIP Group shall equal the actual number of customers multiplied by
the baseline revenue per customer. The resulting monthly values for both electric
and gas shall be summed for all 12 months for all CIP Groups in order to yield the
total Variable Margins for the year. Recoverable non-weather CIP amounts shall
not exceed 6.5% (or 4.0% in the first year as defined above for electric and gas)
of the aggregate variable margin revenues under this test.
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The dual cost recovery tests set forth in the Stipulation shall operate in conjunction with
each other in such a manner so that the total non-weather recoverable amount is limited
to the smaller of the two (2) recoverable amounts allowed under the separate Modified
BGSS Savings Test and the Variable Margin Revenue Test for Gas and BGS Savings
Test and Variable Margin Revenue Test for Electric. The Parties agree that any amounts
that exceed the Modified BGSS Savings Test/BGS Savings Test and/or Variable Margin
Revenue recovery limitations may be deferred for future recovery subject to the earnings
test described below. The Company agrees to not seek recovery of interest on any
deferred carry-forward amount.

Earnings Test — The Parties agree to include an earnings test, through which actual ROE
shall be determined based on the actual net income of the utility for the most recent 12-
month period divided by the average of the beginning and ending common equity balances
for the corresponding period. The timing of the earnings test and definitions of Net Income
and Common Equity are specified in the Electric and Gas CIP Tariffs provided in
Attachment 5 of the Stipulation. The earnings test will be applicable to the total CIP
deferral, including both weather and non-weather components. If the calculated ROE
exceeds the allowed ROE from the utility's last base rate case by 50 basis points or more,
recovery of lost revenues through the CIP shall not be allowed for the applicable filing
period and shall not be carried over to subsequent filing periods.

Rate and Bill Impacts

Electric and gas customers will see no change in their current bill as a result of the
Stipulation.  Attachment 4, Schedules SS-CEF-EE-4E and SS-CEF-EE-4G of the
Stipulation, provides the bill impacts to a typical residential electric and gas customer,
respectively, over the life of the CEF-EE Program.

The Stipulation represents a mutual balancing of interests, contains interdependent
provisions, and, therefore, is intended to be accepted and approved in its entirety. In the
event that any particular aspect of the Stipulation is not accepted and approved in its
entirety by the Board, any Party aggrieved thereby shall not be bound to proceed with the
Stipulation and shall have the right to litigate all issues addressed herein to a conclusion.
More particularly, in the event that the Stipulation is hot adopted in its entirety by the Board,
in any applicable Order, then any Party hereto is free to pursue its then available legal
remedies with respect to all issues addressed in the Stipulation as though the Stipulation
had not been signed.

To the extent that any particular aspect of the Stipulation concerning establishment of core
sub-programs and coordinated elements (such as incentives, marketplace, marketing,
workforce development, and contractor procurement), or sub-program structure in
overlapping territories are not consistent with the final consensus reached by the Joint
Utility Working Group, the Parties agree that the conflicting aspects of the Stipulation shall
be revised accordingly.
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DISCUSSION AND FINDINGS

As noted in previous orders, in the months leading up to the date of this filing in October 2018,
two significant policy shifts occurred. In May 2018, Governor Murphy ordered the Board and
several executive branch agencies to work on an EMP that would chart a path for New Jersey to
convert its energy production profile to 100% clean energy sources by January 1, 2050. The draft
EMP was released in June 2019, and the final EMP was released in January 2020.

Also in May 2018, Governor Murphy signed into law the CEA, which set forth ambitious goals to
advance energy efficiency in the state. In the two years following passage of the CEA, the Board,
Staff, Rate Counsel, utilities, and a broad range of stakeholders worked diligently and
collaboratively to review and consider options and best practices on a myriad of topics related to
EE. The subject matter included details of program design and administration; application of utility
targets; filing requirements; cost recovery mechanisms; performance incentives and penalties;
evaluation, measurement, and verification; tracking and reporting requirements; a triennial review
process; and ongoing stakeholder working groups. This work culminated in the adoption on June
10, 2020 of a comprehensive framework for the next generation of EE and PDR programs to be
developed and implemented in New Jersey by electric and gas public utilities and the State
pursuant to the CEA.

Having carefully reviewed the record in this matter, including the petition, testimony, and
Stipulation, the Board HEREBY FINDS the Stipulation to be reasonable, in the public interest,
and in accordance with the law. The Board EINDS that the Stipulation will benefit New Jersey’s
residents, energy users, and ratepayers and is consistent with the goals of the CEA and the EMP,
as well as the requirements of the Board’s June 10, 2020 Order. The Board FURTHER FINDS
that the Stipulation will bolster New Jersey’s clean energy workforce and will greatly improve the
ability of low- and moderate-income customers to take advantage of EE programs, initiatives, and
opportunities. Accordingly, the Board HEREBY APPROVES the attached Stipulation in its
entirety and HEREBY INCORPORATES its terms and conditions as though fully stated herein.

Accordingly, the Board HEREBY AUTHORIZES PSE&G to implement a new component of its
electric and gas GPRC to recover the costs associated with the CEF EE Programs (“CEF-EEC”).
The initial CEF-EEC rates will be set to zero. The CEF-EECs will be included in an update to the
Company’s pending 2020 GRPC Cost Recovery filing in Docket Nos. ER20060467 and
GR20060468, through which the initial rate will be established. As a result of the Stipulation,
PSE&G’s typical residential electric and gas customers will not experience any immediate
changes to their current monthly bills. The Board also HEREBY AUTHORIZES PSE&G to
implement its electric and gas CIPs, as forth in the Stipulation and related attachments, to account
for lost revenue resulting from the potential decrease in customer energy usage.

The Board HEREBY ORDERS the Company to file the appropriate revised tariff sheets
conforming to the terms of this Order by October 1, 2020.

The Company’s costs will remain subject to audit by the Board. This Decision and Order shall
not preclude nor prohibit the Board from taking any actions determined to be appropriate as a
result of any such audit.
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Managing Counsel - State Regulatory PSEG Services Corporation
80 Park Plaza — T5, Newark, New Jersey 07102-4194

tel : 973-430-7052 fax: 973-430-5983
@ PSEG

email: matthew.weissman@pseg.com

September 22, 2020

IN THE MATTER OF THE PETITION OF
PUBLIC SERVICE ELECTRIC AND GAS COMPANY
FOR APPROVAL OF ITS CLEAN ENERGY FUTURE-ENERGY
EFFICIENCY (“CEF-EE”) PROGRAM ON A REGULATED BASIS

BPU Docket No. GO18101112 and EO18101113

VIA ELECTRONIC MAIL

Aida Camacho-Welch, Secretary of the Board
Board of Public Utilities

44 South Clinton Avenue, 9th Floor

Trenton, New Jersey 08625

Dear Secretary Camacho-Welch:

Attached please find the fully executed Stipulation in the above-referenced case resolving all
aspects of this matter. The following parties have signed the Stipulation: Public Service Electric
and Gas Company; the Staff of the New Jersey Board of Public Utilities; the New Jersey Division
of Rate Counsel; the Eastern Environmental Law Center, for Environment New Jersey,
Environmental Defense Fund, New Jersey League of Conservation VVoters and Natural Resources
Defense Council; Keystone Energy Efficiency Alliance, n/k/a Energy Efficiency Alliance of New
Jersey; and New Jersey Large Energy Users Coalition. While intervenor Direct Energy Business,
LLC; Direct Energy Business Marketing, LLC; Direct Energy Services, LLC; Gateway Energy
Services Corporation; Centrica Business Solutions; Just Energy Group, Inc.; and NRG, Inc. (the
“Market Participants”) are not signatories to the Stipulation, we have been advised that they have
no opposition to the stipulation and will be submitting a letter to that effect.

In accordance with the Order issued by the Board in connection with 1/M/O the New Jersey Board
of Public Utilities” Response to the COVID-19 Pandemic for a Temporary Waiver of
Requirements for Certain Non-Essential Obligations, BPU Docket No. EO20030254, Order dated
March 19, 2020, this document is being electronically filed. No paper copies will follow.

If you have any questions, please do not hesitate to contact me.


mailto:matthew.weissman@pseg.com

Aida Camacho-Welch, Secretary

Thank you for your consideration in this matter.

Attach.

C

Attached Service List (E-Mail)
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Matthew M. Weissman
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STATE OF NEW JERSEY

BOARD OF PUBLIC UTILITIES
IN THE MATTER OF THE PETITION OF ) STIPULATION OF
PUBLIC SERVICE ELECTRIC AND GAS ) SETTLEMENT
COMPANY FOR APPROVAL OF ITS )
CLEAN ENERGY FUTURE-ENERGY EFFICIENCY ) BPU Docket Nos. GO18101112 and
PROGRAM ON A REGULATED BASIS ) EO18101113
APPEARANCES:

Joseph F. Accardo Jr., Esq., Vice President - Regulatory and Deputy General Counsel, Matthew M.
Weissman, Esg., Managing Counsel - State Regulatory, and Danielle Lopez, Esg., Associate Counsel -
Regulatory for the Petitioner, Public Service Electric and Gas Company

Stefanie A. Brand, Esq., Director, Felicia Thomas-Friel, Esq., Deputy Rate Counsel, Kurt
Lewandowski, Esq., Assistant Deputy Rate Counsel, Sarah Steindel, Esq., Assistant Deputy Rate
Counsel, and Maura Caroselli, Esq., Assistant Deputy Rate Counsel for the New Jersey Division of
Rate Counsel

Matko lllic, Esq., Deputy Attorney General, for the Staff of the New Jersey Board of Public Utilities
(Gurbir S. Grewal, Attorney General of New Jersey)

Daniel Greenhouse, Esqg., William D. Bittinger, Esq., Eastern Environmental Law Center, for
Environment New Jersey, Environmental Defense Fund, New Jersey League of Conservation Voters
and Natural Resources Defense Council (collectively, “Environmental Advocates™)

Erin Cosgrove, Esqg., for the Keystone Energy Efficiency Alliance n/k/a Energy Efficiency Alliance
of New Jersey.

Steven Goldenberg. Esq., Giordano Halleran & Ciesla, P.A. for the New Jersey Large Energy Users
Coalition

Christopher E. Torkelson, Esq., Karen O. Moury, Esq., and Kristine Marsilio, Esq., Eckert
Seamans Cherin & Mellott, LLC for Direct Energy Business, LLC; Direct Energy Business Marketing,
LLC; Direct Energy Services, LLC; Gateway Energy Services Corporation; Centrica Business
Solutions; Just Energy Group, Inc.; and NRG, Inc. (“Market Participants™)
TO THE HONORABLE BOARD OF PUBLIC UTILITIES:

It is hereby AGREED, by and between Public Service Electric and Gas Company (“PSE&G”
or “Company”), the Staff of the New Jersey Board of Public Utilities (“Board Staff” or “Staff”), the

New Jersey Division of Rate Counsel (“Rate Counsel”), the Keystone Energy Efficiency Alliance
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(“KEEA”) n/k/a Energy Efficiency Alliance of New Jersey (“EEANJ”), the Environmental Advocates,
the New Jersey Large Energy Users Coalition (“NJLEUC”), and the Market Participants (collectively
referred to herein as the “Parties™) to execute this Stipulation of Settlement and Agreement resolving
PSE&G’s petition in this docket and to join in recommending that the New Jersey Board of Public
Utilities (“Board” or “BPU”) issue a Final Decision and Order approving this Stipulation of Settlement
and Agreement (“Stipulation”).

BACKGROUND

On January 13, 2008, L. 2007, c. 340 (“RGGI Law’) was signed into law and pronounced that
energy efficiency (“EE”) and conservation measures must be essential elements of the State’s energy
future. The Legislature also found that public utility involvement and competition in the conservation
and EE industries are essential to maximize efficiencies. N.J.S.A. 26:2C-45. Pursuant to Section 13 of
the RGGI Law, codified in part as N.J.S.A. 48:3-98.1(a)(1), an electric or gas public utility may, among
other things, provide and invest in EE and conservation programs in its service territory on a regulated
basis. An electric or gas public utility’s investment in EE and conservation programs is eligible for
rate treatment approved by the Board, including a return on equity, or other incentives or rate
mechanisms. N.J.S.A. 48:3-98.1(b).

PSE&G has made several EE filings pursuant to Section 13 of the RGGI Law, including:

I. ~ OnJune 23, 2008, PSE&G filed a petition with the Board seeking approval of
its Carbon Abatement Program, which included five (5) sub-programs: 1)
Residential Whole House Efficiency; 2) Residential Programmable Thermostat
Installation; 3) Small Business Direct Install; 4) Large Business Best Practices

and Technology Demonstration Pilot; and 5) Hospital Efficiency, which the
Board approved on December 16, 2008;*

1 In the Matter of the Petition of Public Service Electric and Gas Company Offering a Carbon Abatement 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.
EO08060426, Order (Dec. 16, 2008).


https://1.next.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000045&cite=NJST48%3a3-98.1&originatingDoc=Iecdeaf73f3c411dea82ab9f4ee295c21&refType=LQ&originationContext=document&transitionType=DocumentItem&contextData=(sc.DocLink)
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ii.  On January 21, 2009, PSE&G filed a petition with the Board seeking
approval of its Energy Efficiency Economic Stimulus Program (“EEE
Program”), to implement eight (8) EE sub-programs: 1) Residential Whole
House Efficiency; 2) Residential Multi-Family Housing; 3) Small Business
Direct Install; 4) Municipal/Local/State Government Direct Install; 5)
Hospital Efficiency; 6) Data Center Efficiency; 7) Building
Commissioning/O&M; and 8) Technology Demonstration, which the Board
approved on July 16, 2009;2

iii.  On January 24, 2011, PSE&G filed a petition with the Board seeking
approval to extend three (3) of the EEE sub-programs: Multi-Family
Housing, Government/Municipal/Non-Profit Direct Install, and Hospital
Efficiency, which the BPU approved on July 14, 2011;3

iv.  On August 8, 2014, PSE&G filed a petition with the Board seeking a further
extension of the three (3) EEE sub-programs with certain modifications,
which the BPU approved on April 15, 2015;* and

v. On March 3, 2017, PSE&G filed a petition with the Board seeking a further
extension of the three EEE sub-programs for two (2) years (subject to the
agreement that the Company would terminate the Direct Install Sub-Program
at the conclusion of the two (2) year term), along with a request for two (2)
new sub-programs: 1) smart thermostats; and 2) data analytics, all of which
the Board approved on August 23, 2017.°

On May 23, 2018, Governor Murphy signed the Clean Energy Act (“CEA”) into law. The CEA

builds upon the RGGI Law by employing clean energy strategies and establishing aggressive energy

2 Inthe 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. EO09010058, Decision (July 16, 2009).

8 Inthe Matter of the Petition of Public Service Electric and Gas Company for an Extension of Three Sub-Components of its Energy
Efficiency Economic Stimulus Program in its Service Territory on a Regulated Basis and Associated Cost Recovery and for Changes
in the Tariff for Electric Service, B.P.U.N.J. No. 15 Electric and the Tariff for Gas Service, B.P.U.N.J. No. 15 Gas, Pursuant to
N.J.S.A. 48:2-21, 48:2-21.1, and 48:3-98.1, BPU Docket No. E011010030, Decision and Order (July 14, 2011).

4 In the Matter of the Petition of Public Service Electric and Gas Company to Continue its Energy Efficiency Economic Extension
Program on a Regulated Basis (“EEE Extension 11””), BPU Docket No. E014080897, Order Adopting Stipulation (Apr. 15, 2015).

5 Inthe Matter of the Petition of Public Service Gas and Electric Company for Approval of its Energy Efficiency 2017 Program and
Recovery of Associated Costs (““17 EE Program’”), BPU Docket No. EO17030196, Order Adopting Stipulation (Aug. 23, 2017).
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reduction requirements with the goal of improving public health by ensuring a cleaner environment for
current and future New Jersey residents. Specifically, the CEA requires that each utility implement EE
measures that “achieve annual reductions in the use of electricity of two percent of the average annual
usage in the prior three years within five years of implementation of its electric energy efficiency
program” and “annual reductions in the use of natural gas of 0.75 percent of the average annual usage
in the prior three years within five years of implementation of its gas energy efficiency program.”® The
CEA emphasizes the importance of EE and peak demand reduction (“PDR”) and calls upon New
Jersey’s electric and gas public utilities to play an increased role in delivering EE and PDR programs
to customers, with the aim to achieve the State’s goal of 100% clean energy by 2050.

The CEA required the Board to complete a study to determine energy savings targets for each
utility to achieve the full economic, cost effective potential for energy usage reductions and the
timeframe to achieve those reductions. It also required the Board to adopt quantitative performance
indicators (“QPIs”) to establish utility targets for energy usage reduction and PDR, and to establish a
stakeholder process to evaluate the economically achievable EE and PDR requirements, rate
adjustments, QPIs, and the process for evaluating, measuring, and verifying energy usage reductions
and peak demand reductions by the public utilities.

CEF-EE FILING

As with the Company’s Carbon Abatement Program, and the EEE Program filing and its three
(3) extensions, PSE&G filed for approval of its Clean Energy Future- Energy Efficiency (“CEF-EE”)
Program pursuant to Section 13 of the RGGI Law on October 11, 2018 (“CEF-EE Petition” or
“Petition”). In accordance with the RGGI Law, the Company met with Board Staff and Rate Counsel

on May 3, 2018 for a pre-filing meeting to discuss: (a) the nature of the EE program; (b) the program

6 P.L.2018,c. 17, § 3(a) and (e)(1).
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cost recovery mechanism to be proposed in the Petition; and (c) the minimum filing requirements
(“MFRs”) to be submitted along with the Petition.

On November 14, 2018, Staff informed the Company that it found the CEF-EE Petition to be
administratively deficient with respect to the MFRs for EE, renewable energy, and conservation
programs ("Deficiency Letter"). In response to Staff's Deficiency Letter, the Company filed
supplemental information on January 4, 2019 (“Supplemental Filing”). On January 9, 2019, Board
Staff notified the Company that it reviewed the Petition for completeness and determined the Petition
administratively complete, thereby establishing the Board’s 180-day review period. Accordingly, the
Board’s 180-day review period under N.J.S.A. 48:3-98.1 commenced on January 7, 2019, with an
expiration date of July 6, 2019.

Accompanying its Petition, PSE&G filed the direct testimonies of Karen Reif, PSE&G Vice
President, Renewables and Energy Solutions; Steven Swetz, PSE&G Senior Director, Corporate Rates
and Revenue Requirements; and Daniel Hansen, PhD, Vice President, Christensen Associates Energy
Consulting, LLC. PSE&G's Supplemental Filing on January 4, 2019 included the supplemental direct
testimony of Ms. Reif.

The CEF-EE Program filing consisted of 22 sub-programs, including seven (7) residential sub-
programs, seven (7) commercial and industrial (“C&I”) sub-programs, and eight (8) pilot sub-
programs. The CEF-EE residential sub-programs were proposed to, among other initiatives, promote
the purchase and installation of high-efficiency appliances through rebates and on-bill incentives;
provide customers with energy audits and installation of EE measures; educate residential builders and
developers on energy efficient home design and construction; and educate kindergarten through 12th
grade students on EE. These residential sub-programs were proposed to work together to upgrade
efficiency in homes throughout PSE&G’s service territory. The CEF-EE C&I sub-programs were

proposed to, among other things, promote the installation of energy efficient equipment; advance
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efficient design and equipment installation for new buildings; optimize energy consumption in existing
buildings; and upgrade all of PSE&G's existing high-pressure sodium cobra head streetlights to more
efficient light emitting diode ("LED") streetlights. Lastly, the CEF-EE pilot sub-programs were
proposed to implement and manage select, advanced approaches to EE that, after the conclusion of the
pilot phase, may support future EE programs in New Jersey.

The total proposed investment for the CEF-EE Program was approximately $2.8 billion,
including $2.5 billion for investment—including $86.2 million for information technology (“IT)
investments—and approximately $283 million in administrative costs, including $28.9 million for IT
run costs, over the proposed six (6) year term of the Program, with a proposed 15-year amortization
period for residential and C&I program investments. PSE&G proposed that the costs be recovered via
a new CEF-EE Program component (“CEF-EEC”) of the Company’s electric and gas Green Programs
Recovery Charge (“GPRC”) that would be filed annually.

PSE&G proposed to earn a return on its net investment based on its most recent weighted
average cost of capital (“WACC”). Additionally, the Company requested Board approval of a
decoupling mechanism for recovering lost revenues, the Green Enabling Mechanism (“GEM”), which
would provide for the recovery or refund of the difference between actual revenue and the level of
“allowed” revenue per customer established in the most recently completed base rate case.

By Order dated October 29, 2018, the Board designated Commissioner Dianne Solomon as
Presiding Commissioner, authorized to rule on all motions that arise during the pendency of the CEF-EE
Petition and modify any schedules that may be set as necessary to secure a just and expeditious
determination of the issues. The Board directed that any entities seeking to intervene or participate in this
matter file the appropriate application with the Board by November 16, 2018. Moreover, to enable the
Board to effectively and efficiently carry out its mandate under N.J.S.A. 48:3-98.1 and to allow for

development of a complete record, the Board authorized Commissioner Solomon to render decisions on
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stipulations, pursuant to N.J.S.A. 48:2-21.3, extending the 180-day review period, if submitted, provided
that the stipulation extending the time period is executed by all parties to the proceeding. The authority so
delegated was limited to extensions that do not collectively exceed 180 days, with any further request for
extensions to be directed to the Board.

By Order dated January 22, 2019, Commissioner Solomon issued a Prehearing Order that
established the issues to be determined by the Board and set forth a procedural schedule (“Prehearing
Order”). The Prehearing Order also granted the Motions for the Intervention of NJLEUC and the
Environmental Advocates. The Motions for Intervention of EEANJ and the Market Participants (on
Motion for Reconsideration) were granted by orders dated February 27, 2019 and November 13, 2019.

Public notice was provided, and six (6) public hearings were held on the CEF-EE Program on
the following dates at three (3) locations in PSE&G’s service territory: two (2) hearings on March 13,
2019 in New Brunswick, New Jersey; two (2) hearings on March 18, 2019 in Mt. Holly, New Jersey;
and two (2) hearings on March 21, 2019 in Hackensack, New Jersey. A total of 62 members of the
public made statements at the public hearings, the majority of whom commented in support of the CEF-
EE Program. Two (2) members of the public expressed concerns regarding the CEF-EE Program’s
impact on the competitive EE market.

The Company, Rate Counsel, and the Environmental Advocates pre-filed direct and rebuttal
testimony of their witnesses. Discovery questions were propounded by Board Staff, Rate Counsel, the
Environmental Advocates, and the Company; PSE&G, Rate Counsel, and the Environmental
Advocates responded thereto. Evidentiary hearings were conducted on May 1 and 2, 2019 before
Commissioner Solomon. During the evidentiary hearings, PSE&G, Rate Counsel, and the
Environmental Advocates introduced their respective pre-filed testimonies and exhibits, all discovery

responses were moved into evidence, Rate Counsel witnesses presented sur-rebuttal testimony, and
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witnesses were cross-examined. Initial post-hearing briefs were submitted on May 17, 2019 and reply
briefs on May 29, 2019.

Several stipulations were approved by Commissioner Solomon to extend the 180-day period
for decision pursuant to N.J.S.A. 48:3-98.1: (a) by Order dated June 27, 2019—extending the period
from July 6, 2019 until August 19, 2019; (b) by Order dated August 12, 2019—extending the period
from August 19, 2019 until September 18, 2019; (c) by Order dated September 11, 2019—extending
the 180-day period for Board action on the Company’s CEF-EE Program from September 18, 2019
until March 16, 2020 and authorizing PSE&G to extend four (4) of the five (5) then-current EE 2017
sub-programs for one (1) year, with an additional $32.995 million of expenditures to be added to the
existing EE 2017 component of the GPRC (“EE 2017 Extension 1”).

The Parties held settlement meetings on January 14, 29, February 5, 7, and 11, 2020, which
culminated in an interim settlement and further extension. A fully executed stipulation was submitted to
the BPU: 1) providing an extension of time for BPU action on the CEF-EE Petition until September 30,
2020; and 2) allowing the Company to continue all five (5) existing EE sub-programs through September
30, 2020, with an additional $111 million of program investment and an additional $19 million for the
Fixed Administrative Allowance and evaluation by outside contractors, to be recovered through the EE
2017 component of the Company’s annual GPRC filing (“EE 2017 Extension 11””). The Board approved
that stipulation by Order dated February 19, 2020.

BPU ENERGY EFFICIENCY TRANSITION

Pursuant to the requirements of the CEA, the Board undertook a process to develop a framework
for establishing EE and PDR programs to reduce the use of electricity and natural gas in New Jersey.
At the outset of the proceeding, the Board contracted with Optimal Energy, Inc. (“Optimal”) to perform
a study to determine the potential for EE and PDR for each utility in the state and to develop preliminary

energy savings targets and QPIs for electricity and natural gas usage reduction (“EE Potential Study”).
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As part of the Board’s separate EE transition process applicable to all utility- and State-
administered EE programs implemented pursuant to the CEA, the Board also established a stakeholder
process to evaluate the economically achievable EE and PDR requirements, rate adjustments, QPIs,
and the process for evaluating, measuring, and verifying energy usage reductions and peak demand
reductions by the public utilities. Following several stakeholder meetings regarding the EE Potential
Study, the Board adopted the energy savings targets and QPIs as preliminary and approved
establishment of an Energy Efficiency Advisory Group (“EEAG”) to participate in the ongoing EE
transition stakeholder process related to the development of EE and PDR programs in New Jersey.
Board Staff, Rate Counsel, and the utilities have also been working together through a Joint Utility
Working Group to review progress on efforts to coordinate programs. The utilities have been working
together to develop program details through the Utility Program Working Groups, which are comprised
of multiple teams working on topics including Residential sub-programs, Commercial and Industrial
sub-programs, Cross-Cutting issues (common issues between residential and C&I sub-programs),
evaluation, rates, and a statewide coordinator system.

Board Staff worked to consider and incorporate public comments and technical data received
throughout the EE transition process in the refinement of the framework for EE and PDR programs.
Staff also released proposals for comment on program administration and cost recovery and, ultimately,
following the submission of comments, on March 20, 2020 issued the full “Energy Efficiency
Transition Straw Proposal.” Public comments were again considered prior to submission to the Board
for approval. On June 10, 2020, the Board accepted Staff’s proposed framework (“Framework Order”)
for the performance targets, program administration, cost recovery, evaluation, measurement,
verification (“EM&V”), and filing and reporting standards for implementation of New Jersey’s EE and

PDR programs.
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POST EE FRAMEWORK ORDER

Following the Board’s issuance of the Framework Order, the Parties recommenced settlement
discussions concerning PSE&G’s CEF-EE proposal. The Company has also continued its participation
in the Joint Utility Working Groups as per the Framework Order. Settlement discussions were held on
June 25, July 14, 16, 28, 31, August 14, 19, 25, 27, and September 1, and 2 with the goal of reaching a
settlement for BPU approval in advance of the September 30, 2020 deadline for Board action.

The Company, Board Staff, Rate Counsel, and the intervening parties (collectively
“Signatories”) have reached an agreement resolving all issues in this proceeding as guided by the
principles set forth in the Framework Order and by the Joint Utility Working Group and the Utility
Program Working Groups. In light of the foregoing, the Signatories have executed this Stipulation of
Settlement and Agreement, the terms of which are set forth below. Specifically, the Signatories hereby
STIPULATE AND AGREE to the following:

STIPULATED MATTERS

l. General Terms

1. The Parties agree that, subject to Board approval of this Stipulation of Settlement and
Agreement, PSE&G may implement a modified CEF-EE Program under the terms and conditions
described herein. The Program will include implementation, administration and investment in 10 sub-
programs, including four (4) residential sub-programs, five (5) Commercial and Industrial (C&I) sub-
programs, and one (1) multifamily sub-program.

2. The Parties agree that PSE&G should be permitted to implement the 10 sub-programs
identified in Attachment 1, attached hereto and incorporated herein by reference, subject to the final

consensus of the Joint Utility Working Group, as outlined in paragraph 50
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3. PSE&G will launch sub-programs in accordance with Attachment 1, and adjustments
will be made in the implementation of these sub-programs to coordinate delivery and assure consistency
of core sub-programs with other utility core sub-programs, as necessary. To coordinate sub-program
offerings across the state, the utilities are engaged in a joint effort to contract with a single third-party
entity to serve as a dual-fuel statewide coordinator.

4. Customers in PSE&G’s electric and/or gas service territory who meet the criteria for the
respective CEF-EE sub-program offerings will be eligible to participate.

5. The CEF-EE Program budget is as follows:

Component Implementation

E::)(ﬁrir:en ¢ Description Budget Date
: ($M)
Res Efficient Rebates and on-b_lll repay_mer)t for HVAC, smart Marketplace: 10/1/20
Product thermostats, appliances, lighting, and other 140
roducts equipment All other: 1/1/21
Res Existing R_ebate_s and on-bll_l r_epayme_nt for energy audit, 1/1/21
H direct install of efficient equipment, and broader 55
omes weatherization / appliance replacement services
i i 7
Res Behavior Data analyt_lcs, home energy reports, and online o5 1/1/21
energy audits
Res Multifamily Energy audit and direct install of efficient equipment 9 1/1/21
at no charge to tenants
Energy audit, direct install of efficient equipment, 1/1/21
and broader weatherization / appliance replacement
Income Eligible  |services at no charge for income-eligible customers 55
and for properties located within low and moderate-
income census tracts
Rebates and on-bill repayment for HVAC, lighting, 1/1/21
C&lI Prescriptive  |motors and drives, refrigeration, water heaters, air 210

compressors, and food service equipment

" Additional customers will be added to the Behavior Subprogram on January 1, 2021. EE 2017 will continue to serve
existing customers through December 2020.
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Component Implementation
Description Budget Date

Program

Component ($M)

c&l Custom Cus_tom |r1cent|\_/es for Ia}rge energy efficiency 100 1/1/21

projects, including on-bill repayment

- 8
C&l Small Non Rebates and on-bill repayment for direct-installed EE 1071720
Residential measures to small non-residential customers of 165
Efficiency (a/k/a lighting, controls, refrigeration, heating and air
Direct Install) conditioning updates, etc.
C&I Energy Retro-commlssmpln_g_and st_ra'geglc energy 1/1/21
M t management: optimizing existing systems with little 6
anagemen to no equipment upgrades

Whole-building engineered energy saving solutions 10/1/20°
C&I Engineered  |to hospitals, school districts, universities, 205
Solutions municipalities, apartment buildings, other non-profit

/public entities

Technology systems and services to ensure PSE&G N/A
IT customers have easy access to energy efficient 3310

products, incentives, and repayments

Program administration; program management; Cap at 10% N/A
Admin education and outreach; program design and of

development; and IT run costs investment
Investment Total 1,003

6. Based on market response, the Company may shift the timing of investment spending

between Program Years (October 1 — September 30) in any sub-program as necessary to provide
flexibility in responding to market conditions and customer demand and to ensure the achievement of

Program targets during the term of the Program, in accordance with the procedure outlined in the

8 The EE 2017 Direct Install Subprogram will continue for Urban Enterprise Zones, Government, and Nonprofits.
Expansion of the program beyond that will begin no earlier than January 1, 2021.

9 The C&I Engineered Solutions Sub-program will continue for Hospitals and Multifamily. Expansion of the program
beyond that will begin no earlier than January 1, 2021.

10 An expected breakdown of these IT costs is provided at Attachment 2.
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Framework Order.

7. During implementation, certain sub-programs may be more successful in the near term
and require additional budget in order to respond to the market need and to continue operations.
Accordingly, the Parties agree that a process enabling the Company to make adjustments to sub-
program budgets in response to real market conditions experienced is justified. The process, in
accordance with the Framework Order, shall be as follows:

e PSE&G can shift its sub-program budgets out of an individual sub-program within the
Residential sector or within the C&I sector, up to 25% of the individual sub-program’s
total budget with Staff notification (which should be provided within 30 days following
the change), 25-50% with Staff approval, and over 50% with Board approval.

e PSE&G can shift budgets out of the Residential sector or the C&I sector up to 5% of
individual utility sector budgets with Staff notification (which should be provided within
30 days following the change), 5-10% with Staff approval, and over 10% with Board
approval. Such budgets may be added to any sub-program(s) within the sector to which
it is being transferred without limitation when the budget shift does not exceed 5%.

e All requests for budget adjustments shall be submitted to Staff and Rate Counsel. Staff
retains the right to reject shifts requiring Staff notification. Requests for budget
adjustments within the three-year Program filing necessitating Staff approval shall be
submitted to Staff and Rate Counsel with a written description of and rationale for the
proposed transfers, and shall be responded to within 30 days. Rate Counsel may object
within 30 days, which will trigger Staff review within 30 days of Rate Counsel’s

objection. If there is no response from Rate Counsel or Staff within 30 days of PSE&G’s
request, those requests will be automatically granted.

8. Customer information shall be used by the Company to deliver an effective customer
experience in compliance with any applicable BPU regulations and statutory obligations. The
Company shall adopt privacy and data handling policies and procedures for CEF-EE that are consistent
with PSE&G's customer data security protections, the Framework Order, and any applicable BPU
regulations and statutory obligations. In the event of any breach of the above confidentiality by an

affiliate, PSE&G shall remediate this breach to the full extent required by law. In the event of any

breach of the above confidentiality by a vendor hired to deliver the CEF-EE or to evaluate the sub-



EXHIBIT A
Page 44 of 270

-14 -

programs, the Company commits to enforcing the contractual confidentiality requirement to the extent
allowed by the law. Any “breach of security” with respect to customers’ “personal information,” as
those terms are defined in N.J.S.A. 56:8-161, shall be treated in accordance with the New Jersey
Identity Theft Prevention Act, N.J.S.A. 56:8-161 et seq., and Section 3b of the BPU’s Cybersecurity
Order of March 18, 2016 in Docket No. AO16030196.

9. PSE&G agrees customer-specific data belongs to the customer, who may request or
authorize PSE&G to share it with suppliers, and data gathered during the operation of these sub-
programs not specific to any particular customer belongs to the Company and will be used solely to
support current or future regulated utility programs. Such data may not be used for other purposes
without Board approval. Any financial benefits derived from the data will be offset against the costs
of the program. The Company will also submit non-customer-specific data to the Board in compliance
with reporting requirements, as established by the Board.

10. PSE&G has used a competitive selection process to select current EE implementation
vendors under existing EE Programs described above. The Company commits to conducting a
competitive solicitation process to select vendors for the second and third program years that meet
currently applicable requirements in a manner that permits the Company to prudently implement the
sub-programs. Alternatively, to the extent that contracts with existing vendors can be extended to
increase speed to market or reduce costs for customers, the Company will pursue these options and
make reasonable efforts to integrate all currently applicable competitive selection procurement
protocols into those contracts, while continuing to follow all competitive selection procurement
protocols for other services required.

11.  Within 30 days of May 31, 2021, PSE&G will convene at least one (1) non-confidential
stakeholder collaborative meeting to discuss potential partnerships with market participants and other

stakeholders, and to obtain input regarding the design and implementation of “non-core” programs,



EXHIBIT A
Page 45 of 270

-15-

including but not limited to demand response and PDR programs, non-pipe and non-wire alternative
programs, and building electrification/decarbonization programs. PSE&G agrees to consider in good
faith the issues and suggestions raised in the meeting and to develop recommendations regarding a
future filing on additional programs identified in the meeting.

12.  Within 120 days of Board approval of this Stipulation, PSE&G will convene at least one
stakeholder collaborative meeting to discuss competitive issues in the provision of EE, including but
not limited to the implementation of supplier consolidated billing.

13. Incentive structures are described in Attachment 1 of this Stipulation, and measure level
details are included in Appendix A of Attachment 1, subject to modification consistent with the
Framework Order and in cooperation with the BPU’s Utility Working Group and the Utilities’ Program
Working Groups. The Company commits to complying with all Board Orders regarding the programs

and program details it is required to offer.

1. Program Term

14. Implementation of the CEF-EE Program will commence on October 1, 2020 and will
continue over the course of the next three years until September 30, 2023.

15. CEF-EE core programs that are continuations of the EE 2017 sub-programs PSE&G
currently operates (Efficient Products Marketplace component! and Direct Install*?) shall commence
on October 1, 2020. CEF-EE core programs that PSE&G does not currently operate shall commence
no earlier than January 1, 2021. Non-core sub-programs, including those sub-programs that are
continuations of existing EE 2017 sub-programs, will commence on October 1, 2020. The EE 2017

Hospital and Multi-Family sub-programs will continue as components of the Engineered Solutions sub-

11 Efficient Products — Marketplace will be expanded to offer several on-line products on October 1, 2020.

12 See footnote 8.
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program, with new elements of the Engineered Solutions sub-program commencing no earlier than
January 1, 2021. The EE 2017 Data Analytics sub-program will continue as the Behavioral sub-
program.

PSE&G will continue to coordinate regarding transition of programs (including program
delivery, program data, and marketing) with the current NJCEP program administrator and other
utilities with whom the Company has overlapping service territories. To the extent that the utilities
jointly decide to implement programs differently than currently envisioned, the Company commits to
implement, as permissible under law, consistent elements of the core programs concurrently with all

electric and gas utilities in the state. This consistency will include the following elements:

e Common forms for use by customers and contractors;

e Contractor requirements, open and competitive procurement protocols where feasible, and
training; procurement protocols should include policies and practices (e.g., scoring systems)
developed in collaboration with the Equity Working Group and Workforce Development
Working Group that encourage supplier diversity (including contractors and subcontractors)
and contractor coaching/mentoring of diverse business enterprises;

e Customer and property eligibility requirements and processes, including alternative/automatic
eligibility methods for low- to moderate-income customers (e.g., based on census tracts,
environmental justice communities, Urban Enterprise Zones, etc.);

e Eligible measures;

e Incentive ranges;

e Incentive payment processes and timeframes;

e Customer and contractor engagement platforms;

e Data platforms and database sharing among program administrators, where appropriate; and

e Quality control standards and remediation policies.

16. The Company will file a subsequent multiyear Program extension for Board approval
by September 30, 2022 with a commencement date of October 1, 2023 to allow for efficient
continuation of the CEF-EE Program and align the program term with the subsequent State-wide July-

June program cycle.
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1. CEF-EE Program Expenditures

17.  The Parties agree that the total investment for the CEF-EE Program is $1.003 billion,
which includes all capital expenditures (including IT), rebates and incentives, including financing costs
and audit/installation labor, and outside services for third party sub-program implementation and
EM&V. The budget for investment includes amounts that are spent during the three-year program
cycle (October 1, 2020 — September 30, 2023) as well as amounts reserved to fund projects/incentives
for customers who have enrolled in sub-programs during that three (3) year period, as defined in
Appendix B of Attachment 1.

18.  The agreed upon $1.003 billion investment amount does not include Company
administrative costs, which will be capped at $100.3 million. Company administrative costs include
PSE&G administrative, labor, IT run costs, and portfolio-level costs, such as program development and
jobs initiatives for the three year program cycle. The Company will recover its actual reasonable and
prudently incurred administrative costs up to the $100.3 million cap through annual GPRC cost
recovery filings. Staff and Rate Counsel reserve their rights to challenge the prudency of all costs,
including administrative costs, in future GPRC filings.

19. The Joint Utility Program Working Group is developing requirements for coordination
of services to customers, including the sharing of costs and the allocation of savings. The investments
and administrative costs do not include expenditures required for coordination with other utilities,
including the Statewide Program Coordinator System. The Parties agree that any additional costs for
such coordination efforts that go beyond the scope of the Program, and that are deemed prudently
incurred after appropriate review, will be recoverable.

20.  All Program expenditures will be filed with the Board and submitted for prudency
review in annual cost recovery filings over the term of the Program by way of PSE&G’s annual GPRC

proceedings.



EXHIBIT A
Page 48 of 270

-18 -

V. Cost Benefit Analysis / Reporting

21.  The Company submitted calculations as to the cost-effectiveness of each of the proposed
sub-programs under five (5) different cost-benefit tests: the Participant Cost Test (“PCT”), the Program
Administrator Cost (“PAC”) Test, the Ratepayer Impact Measure (“RIM”) Test, the Total Resource
Cost (“TRC”) Test, and the Societal Cost Test (“SCT”). Attached hereto as Attachment 3 are
summaries of the results of (1) the Company’s Benefit Cost Analysis including the New Jersey Cost
Test (NJCT), (2) its Costs-to-Achieve Savings Analyses, and (3) its analysis of Electric and Gas QPI
values in Program Years 1-3. On or before September 25, 2020 the Company will provide detailed
supporting calculations and workpapers that are fully compliant with the MFRs established in the
Framework Order. With regard to the QPIs, the Company will provide a description of how the
proposed portfolio achieves the targets established for the Company as required by MFR VII.

22.  QPI performance periods will be those set forth in the Framework Order. In addition to
CEF-EE projects and measures completed after July 1, 2021, EE 2017 projects and measures completed
after July 1, 2021 shall be included in QPI measurement. Quarterly, annual and triennial reports will
be consistent with the requirements of the Framework Order, the details of which will be developed by
the BPU’s Utility Working Group.

23. The Company will perform EM&V for the CEF-EE Program in accordance with the
Framework Order. All EE 2017 projects and measures completed after July 1, 2021 shall also be
included in the CEF-EE EM&V plan.

V. Capital Structure/Return on Equity

24. PSE&G will earn a return on its net investment based upon the authorized return on
equity (“ROE”) and capital structure approved by the Board in its last base rate proceeding.
25. PSE&G’s weighted average cost of capital (“WACC”) for its CEF-EE Program

investments will be set based on the WACC established in the Company’s 2018 base rate case, which
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15 6.99%, or 9.02% on a pre-tax basis based on a common equity percentage of 54%, an ROE of 9.60%,
and current tax rates. Attachment 4, Schedule SS-CEF-EE-1 of this Stipulation shows the calculation
of the WACC for the CEF-EE Program.

26.  The Parties agree that any change in the WACC authorized by the Board in a subsequent
base rate case will be reflected in the appropriate corresponding subsequent monthly revenue
requirement calculations. The Signatory Parties further agree that any change in the revenue
requirement resulting from the change in the WACC will not be included in the monthly interest
calculation for over and under recoveries until the date of the next scheduled annual true-up but, in any
event, no later than January 1 of the subsequent year. Any changes to current tax rates would be
reflected in an adjustment to the Pre-Tax WACC and in any corresponding revenue requirement
calculations.

VI. Cost Recovery

27.  Cost recovery for the Program will be made and tracked via a new CEF-EE Program
component (“CEF-EEC”) of the Company’s electric and gas GPRC, which will be filed annually after
the proposed initial period. PSE&G has submitted proposed tariff sheets (both red-lined and clean) as
Attachment 5 of this Stipulation to reflect the updated GPRC tariff.

28. The Parties agree that, in light of the impacts of the current COVID-19 pandemic,
the initial electric and gas CEF-EECs will be set at zero as of the date of the BPU Order in this
proceeding. The Parties further agree that the CEF-EECs will be included in an update to the
Company’s pending 2020 GPRC Cost Recovery filing in Docket Nos. ER20060467 &
GR20060468, and an initial rate can be set for each component in the settlement of that proceeding.

In any event, the initial CEF-EECs will not be increased before January 1, 2021.
29. The electric and gas CEF-EECs will be subject to adjustment and true-up through

the deferral process, and any required adjustment will be included in the over/under recovered
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balance to be recovered from or returned to customers over the following year. Any Board ordered
cost recovery adjustments resulting from the review of the actual costs will be made to the
over/under deferred balance and reflected in the charges established for the following year
pursuant to a final Board Order.

30.  The calculation methodology of revenue requirements and the over/under deferred
balance is detailed in Attachment 4. The Parties agree the Company will modify the revenue
requirement calculation if needed to coordinate sharing of investment with partner utilities in
shared service territories as a result of the Board’s review and approval of the other utilities cost
recovery methodology.

31. Revenues received under the CEF-EE Program, such as PJM Capacity Revenues,
marketplace revenues negotiated with vendors, or any other source of revenues as a result of the
implementation of the CEF-EE Program, as well as financial benefits from the usage of data as provided
in paragraph 9 herein, will be utilized to offset revenue requirements to customers.

32. The Company shall offer eligible EE into the PJM capacity market, consistent with the
approach agreed upon by the BPU’s Joint Utility Working Group, subject to the requirements of PJM.
The Company will credit CEF-EE revenue requirements with any PJM capacity market revenues.

33. The Parties agree to amortize the CEF-EE investments, excluding IT, over a 10-year
period. Investment other than financing costs will be expensed when incurred for tax purposes and
flowed back to customers as shown in Attachment 4. IT investments will be amortized in accordance
with PSE&G’s accounting policy and generally accepted accounting principles, which is forecasted to
be a five (5)-year book amortization period and three (3)-year straight-line period for tax purposes. IT
tax deductions will also be flowed back to customers, as shown in Attachment 4.

34.  The Parties stipulate that the Company will file to adjust its electric and gas CEF-EECs,

as part of the true-up petition (“True-Up Filing”) for the GPRC, with copies provided to the Parties no
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later than July 1, 2021 and annually thereafter for the implementation of the proposed revised CEF-
EECs on October 1 of each year. The True-Up Filing will provide information as required by the
MFRs. Each True-Up Filing will contain a reconciliation of its projected CEF-EECs costs and
recoveries and actual revenue requirements for the prior period, and a forecast of revenue requirements
for the estimated time period before Board approval (October 1) and the 12-month period thereafter,
which shall be based upon the Company’s most current authorized ROE and capital structure as defined
above. The True-Up Filing also will present actual costs incurred since the previous annual review,
and those costs will then be reviewed for reasonableness and prudency.

35.  The Parties agree that any over/under recovery of the actual revenue requirements
compared to revenues will be deferred. In calculating the monthly interest on net over and under
recoveries, the interest rate shall be based upon the Company’s interest rate obtained on its commercial
paper and/or bank credit lines utilized in the preceding month. If both commercial paper and bank
credit lines have been utilized, the weighted average of both sources of capital shall be used. In the
event that neither commercial paper nor bank credit lines were utilized in the preceding month, the
prior months interest rate calculation will be used. The interest rate shall not exceed PSE&G’s overall
rate of return, as authorized by the Board, in calculating revenue requirements for the corresponding
period. The interest amount charged to the CEF-EE Program electric and gas deferred balances will be
computed using the methodology set forth in Attachment 4, Schedule SS-CEF-EE-6E and SS-CEF-
EE-6G, respectively of this Stipulation. The calculation of monthly interest shall be net of tax based
on the average monthly balance, consistent with the methodology set forth in Attachment 4, Schedules
SS-CEF-EE-6E and SS-CEF-EE-6G of this Stipulation for the CEF-EE Program. Simple interest shall
accrue on any over and under recovered balances and shall be included in the deferred balances at the

end of each reconciliation period. Near the end of the initial and each subsequent recovery period, the
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corresponding electric and gas deferred balances will be included with forecasted revenue requirements
for the succeeding period for the purpose of setting the revised electric and gas CEF-EECs.

36.  The True-Up Filing will be subject to review by the Parties with opportunity for
discovery and evidentiary hearings (if necessary) prior to the issuance of a Board Order establishing
the Company’s revised CEF-EECs. The issuance of a written Board Order will be preceded by
adequate public notice and public hearings including evidentiary hearings, if necessary.

VIIl. Conservation Incentive Program (“CIP™)

37.  Given the volumetric rate structure to recover fixed costs and the potential for decline
in revenue associated with the implementation of energy efficiency, the Parties agree—as consistent
with the CEA—to account for lost sales revenue resulting from the decrease in customer energy usage.

Shareholder Contribution

38.  The recovery of lost revenues due to programs like the CEF-EE will be made via a CIP
based on the methodology outlined below and detailed in the schedules for gas and electric, as noted in
Attachments 6G and 6E, respectively. In addition, PSE&G agrees to implement initiatives to further
customer conservation efforts, providing a funding amount (“shareholder contribution”) of $3.3 million
per year as long as the CIP remains in place, commencing with the start of the CIP deferrals, as defined
below. All shareholder contribution expenditures will be allocated 55% to electric distribution (or
approximately $1.8 million) and 45% to gas distribution (or approximately $1.5 million). Any under-
spend in a year will be factored into the following year’s spending amount. The shareholder
contribution will not be included in customer rates. The shareholder contribution will support
initiatives designed to aid customers in reducing their costs of natural gas and electricity and to reduce
each utility’s peak demand. The initiatives may include efforts such as education and outreach, as well
as enhancements to standard incentives to further encourage customer engagement in the CEF-EE

Program (e.g., the distribution of free EE kits within low- and moderate-income census tracts), grants
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to schools and community organizations, and a business EE portal.

e Community Education and Outreach: This category covers community outreach activities, such
as presentations, lunch and learns, outreach tables, trade shows, business conferences, and green
fairs. It may also include grants or initiatives with community organizations. Particular
emphasis will be placed on low- and moderate-income communities.

e Municipal and NGO (non-governmental organization) Outreach: This category includes
activities to work with municipalities and other organizations and may include funding for
special studies or projects and partnerships to promote EE.

e Customer Engagement: This category includes activities to increase customer awareness and
engagement in programs, including enhanced incentives for promotional purposes, such as the
offering of a flash sale. Particular emphasis will be placed on low- and moderate-income
customers. A business engagement portal may be explored to evaluate the potential to provide
customized information to this diverse customer segment.

e Energy Efficient Economy: This category supports efforts to engage and develop a diverse
supplier and workforce base to support the delivery of EE services.

Filing/Tariff Details

39. The Parties agree that, in light of the COVID-19 pandemic, the Company will submit
its first electric CIP cost recovery filing by February 1, 2022, for new rates effective June 1, 2022,
based on an initial deferral period of June 1, 2021 through May 31, 2022. The Parties further agree
that the Company will submit its first gas CIP cost recovery filing by June 1, 2022, for new rates
effective October 1, 2022, based on an initial deferral period of October 1, 2021 through September 30,
2022. The electric and gas CIPs will be adjusted annually thereafter. The Company will not book any
CIP deferral prior to June 1, 2021 for electric and October 1, 2021 for gas. The filings will document
actual results, perform the required CIP collection tests described in more detail below, and propose
the new CIP rate. Any variances from the annual filings will be trued-up in the subsequent year.

40.  Attachment 5 to this Stipulation contains the electric and gas CIP tariffs. The CIP tariffs
will reflect an initial rate of $0.00000 for both electric and gas.

41.  The terms of the existing Weather Normalization Charge (“WNC”) will be suspended
as of October 1, 2021 at the time that the Gas CIP deferral begins. The 2021 Gas WNC cost recovery

filing for the 2020-2021 Winter period can be implemented for new rates effective October 1, 2021,
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with any remaining over or under-collection included in the Company’s first gas CIP tariff to be
submitted by June 1, 2022.

CIP Methodology

42.  The monthly CIP deferrals will be calculated as reflected in Attachments 5 and 6E/G to
this Stipulation. For the gas CIP, the baseline usage per customer by applicable rate schedule is shown
in Attachments 5 and 6G and is based on the billing determinants approved in the Company’s 2018
base rate case. The baseline usage per customer will be adjusted with each subsequent base rate case.
The margin rate utilized in the calculation of the gas deferral is based on the current variable margin
rate for each rate schedule and will be updated for any Infrastructure Investment Program (“I1P”) rate
adjustments or future base rate changes. For the electric CIP, the baseline revenue per customer by
applicable rate schedule is shown in Attachments 5 and 6E and is based on the billing determinants
from the 2018 base rate case and the latest variable margin rates per rate schedule, including any I1P
rate adjustments. The baseline usage and margin rates will be updated with each subsequent base rate
case or IIP rate adjustment.

43. For purposes of determining recovery eligibility for CIP accruals, the margin impact of
changes in customer usage will be segregated into weather-related and non-weather-related
components. The non-weather-related components will be limited by eligibility tests described in more
detail below. The weather-related component will not be subject to those limitations.

44.  The non-weather component will be calculated by first deducting the weather
component. For gas, the weather impact will be calculated in the same manner as calculated for the
Company’s existing WNC. For electric, the weather impact will be calculated in a manner consistent
with the methodology used for gas. PSE&G will establish sales coefficients based on 20 years of
weather history of sales for residential customers only. The weather will be measured by the impacts

on sales and associated distribution revenue of heating degree days (“HDD”) for winter weather and
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the temperature humidity index (“THI”) for summer weather. The average of the 20 years of data for
HDD and THI will be considered normal. The difference in actual and normal HDD and THI will be
multiplied by the sales coefficients to establish sales impacts. The sales impacts will be multiplied by
the current tariff rates to derive the revenue impact. The weather normalization methodology is detailed
in Schedule 4 of Attachments 6E and 6G for electric and gas, respectively.

45.  The Parties agree that recovery of non-weather related gas CIP impacts shall be subject
to the application of two eligibility tests: a Modified BGSS Savings Test and a Variable Margin Test.
The Parties further agree that recovery of non-weather related electric CIP impacts shall be subject to
the application of two eligibility tests: a BGS Savings Test and a Variable Margin Test. In order to be
eligible for recovery, non-weather related CIP impacts must pass both cost recovery tests. A description
of the eligibility tests is provided below.

e a. Modified BGSS Savings Test (Gas only) — The Parties agree that reductions in
customer usage provide opportunities to reduce peak demand and lower commodity
costs. As aresult, recovery through the gas CIP Tariff will be limited to BGSS Savings
calculated under the following methodology. Consistent with the existing Modified
BGSS Savings Test utilized by New Jersey Natural Gas Company and South Jersey Gas
Company, the margin impact shall be multiplied by a factor of 75% prior to application
of the BGSS Savings test. Further, the Parties agree to recognize three (3) categories of
savings when calculating the total savings used in the Modified BGSS Savings Test.

i. Category One includes the Company's permanent savings realized from its
permanent capacity releases or contract terminations on an ongoing basis. The
permanent capacity releases and contract terminations are $45.395 million, as
detailed by contract in Schedule 5 of Attachment 6G. These amounts will remain

constant after the re-setting of the CIP benchmarks in future base rate cases.
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ii. Category Two includes BGSS gas cost savings from reductions of capacity on a
long-term basis, i.e., for periods of at least one (1) year. This category of savings
will include, but not be limited to: 1) additional contract terminations not
included in Attachment 6G, Schedule 5; 2) release of capacity to an affiliate or
non-affiliate; 3) contract restructuring; and 4) reductions in the commodity cost
of gas supply effectuated through purchasing strategies.

iii. Category Three is the Company's savings associated with avoided capacity costs
to meet residential customer growth on a prospective basis, beginning with the
first annual CIP filing following implementation of these terms. Avoided
capacity costs shall be calculated on a monthly basis and are equal to the net
change in residential customers for CIP multiplied by the corresponding
Benchmark Use per Customer and by the average fixed capacity cost reflected
in the Company’s concurrent BGSS filing. Schedule 5 of Attachment 6G to this
Stipulation illustrates the savings calculation.

iv. Additional BGSS savings pursuant to subparagraphs 44(a)(ii) and (iii) above
will only be counted within the Modified BGSS Savings Test after agreement is
reached with Rate Counsel and Board Staff about BGSS savings transactions.

b. BGS Savings Test (Electric only) — The Parties agree that reductions in customer
usage provide opportunities to reduce peak demand and lower commaodity costs. As a
result, recovery through the electric CIP Tariff will be limited to BGS Savings calculated
under the following methodology. Consistent with the Modified BGSS Savings Test
described above for gas, the margin impact shall be multiplied by a factor of 75% prior
to application of the BGS Savings test. Further, the Parties agree to recognize three (3)

categories of savings when calculating the total savings used in the BGS Savings Test.
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i. Category One includes the Company's permanent savings realized from the
reduction in PJM Final Zonal Unforced Capacity (“UCAP’) Obligation from the
2011/2012 energy year compared to the 2020/2021 energy year multiplied by
the 2020/2021 PS Zonal Net Load Price. The permanent BGS savings are
$64.506 million, as shown in Schedule 5 of Attachment 6E. These amounts will
remain after the re-setting of the CIP benchmarks in future base rate cases.

ii. Category Two includes BGS cost savings from ongoing reductions of the
Company’s PJM Final Zonal UCAP Obligation. This category of savings will
be calculated as any annual incremental UCAP Obligation savings after the
2020/2021 energy year. Any annual incremental UCAP Obligation savings will
be multiplied by the most recent PS Zonal Net Load Price. Due to the potential
for Peak increases due to electric vehicles and electrification, savings are set as
a minimum of the incremental obligation savings or zero.

iii. Category Three is the Company's savings associated with avoided capacity costs
to meet customer growth on a prospective basis beginning with the first annual
CIP filing following implementation of these terms. Avoided capacity costs
shall be calculated on a monthly basis and are equal to the net change in
customers for CIP multiplied by the corresponding obligation per customer and
the current PS Zonal Net Load Price per month. Schedule 5 of Attachment 6E
to this Stipulation illustrates the savings calculation.

iv. Additional savings pursuant to subparagraphs 44(b)(ii) and (iii) above will only
be counted within the BGS Savings Test after agreement is reached with Rate
Counsel and Board Staff.

e Variable Margin Test (Electric and Gas) — The Parties further agree to adopt an
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additional recovery limitation to non-weather-related CIP margins equal to 6.5% of
variable margins for the CIP accrual year. However, for the first annual deferral period
only (June 1, 2021 through May 31, 2022 for Electric and October 1, 2021 through
September 30, 2022 for Gas), the Parties agree to a recovery and refund limitation to
non-weather-related CIP margins equal to 4.0 percent of variable margins. Specifically,
variable margins for the gas CIP will be calculated based upon: (i) the number of
customers, (ii) the applicable baseline use per customer ("BUC"), and (iii) the associated
margin per therm. The margin revenues for each month for each gas CIP Group shall
equal the actual number of customers multiplied by the BUC and multiplied by the
margin revenue factor. For the electric CIP, variable margins will be calculated based
on: (i) the number of customers and (ii) the baseline revenue per customer. The margin
revenues for each month for each electric CIP Group shall equal the actual number of
customers multiplied by the baseline revenue per customer. The resulting monthly
values for both electric and gas shall be summed for all 12 months for all CIP Groups
in order to yield the total Variable Margins for the year. Recoverable non-weather CIP
amounts shall not exceed 6.5% (or 4.0% in the first year as defined above for electric
and gas) of the aggregate variable margin revenues under this test.

The dual cost recovery tests set forth in this paragraph shall operate in conjunction with

each other in such a manner so that the total non-weather recoverable amount is limited to the smaller

of the two (2) recoverable amounts allowed under the separate Modified BGSS Savings Test and the

Variable Margin Revenue Test for Gas and BGS Savings Test and Variable Margin Revenue Test for

Electric. The Parties agree that any amounts that exceed the Modified BGSS Savings Test/BGS

Savings Test and/or Variable Margin Revenue recovery limitations may be deferred for future recovery

subject to the earnings test described below. The Company agrees to not seek recovery of interest on
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any deferred carry-forward amount.

47. Earnings Test — The Parties agree to include an earnings test, through which actual ROE
shall be determined based on the actual net income of the utility for the most recent 12-month period
divided by the average of the beginning and ending common equity balances for the corresponding
period.  The timing of the earnings test and definitions of Net Income and Common Equity are
specified in the Electric and Gas CIP Tariffs provided in Attachment 5. The earnings test will be
applicable to the total CIP deferral, including both weather and non-weather components. If the
calculated ROE exceeds the allowed ROE from the utility's last base rate case by 50 basis points or
more, recovery of lost revenues through the CIP shall not be allowed for the applicable filing period
and shall not be carried over to subsequent filing periods.

VIIl. Rate and Bill Impacts

48. Electric and gas customers will see no change in their current bill as a result of this
Stipulation. Attachment 4, Schedules SS-CEF-EE-4E and SS-CEF-EE-4G, provides the bill impacts
to a typical residential electric and gas customer, respectively, over the life of the CEF-EE Program.

49, This Stipulation represents a mutual balancing of interests, contains interdependent

provisions, and, therefore, is intended to be accepted and approved in its entirety. In the event that any
particular aspect of this Stipulation is not accepted and approved in its entirety by the Board, any Party
aggrieved thereby shall not be bound to proceed with this Stipulation and shall have the right to litigate
all issues addressed herein to a conclusion. More particularly, in the event that this Stipulation is not
adopted in its entirety by the Board, in any applicable Order, then any Party hereto is free to pursue its
then available legal remedies with respect to all issues addressed in this Stipulation as though this
Stipulation had not been signed.

50. To the extent that any particular aspect of this Stipulation concerning establishment of
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core sub-programs and coordinated elements (such as incentives, marketplace, marketing, workforce
development, and contractor procurement), or sub-program structure in overlapping territories are not
consistent with the final consensus reached by the Joint Utility Working Group, the Parties agree that
the conflicting aspects of this Stipulation shall be revised accordingly.

51.  Ttisthe intent of the Parties that the provisions hereof be approved by the Board as being
in the public interest. The Parties further agree that they consider the Stipulation to be binding on them
for all purposes herein.

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

other proceeding, except to enforce the terms of this Stipulation.

GURBIR S. GREWAL PUBLIC SERVICE ELECTRIC AND
ATTORNEY GENERAL OF NEW JERSEY GAS COMPANY

Attorney for the Staff of the New Jersey

Board of Public Utilities
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1.1. Residential Sector Subprograms

The proposed residential subprograms will work together to significantly upgrade efficiency in homes
throughout PSE&G’s service territory. All sub-segments are addressed, from new construction and
refurbishments, to existing homes, to an online marketplace for installation service, with additional
dedicated support for multi-family and lower income customers. Where needed, additional customer
support is provided through on-bill repayments and other incentives. To further improve the culture of
energy efficiency use in its territory, PSE&G will sponsor subprograms through education and behavioral
subprograms.

1.1.1. Residential Efficient Products

The Residential Efficient Products Subprogram will promote the installation of ENERGY STAR and other
high-efficiency electric and natural gas equipment by residential customers by offering a broad range of
energy efficient equipment and appliances through a variety of channels, including an online marketplace,
in-store rebates, reduced point of sale costs, and a network of trade allies. The subprogram will provide
incentives for energy efficient lighting, appliances, smart thermostats, electronics, and heating and cooling
equipment. Installation services may also be offered for some equipment. Measures range in type and price,
but include both electric and natural gas technologies that improve energy efficiency in the home. Up-front
rebates will be offered on all technologies to reduce initial costs, and some purchases will qualify for on-
bill repayments to further reduce first cost barriers. The subprogram is designed to provide easy and cost-
effective access to energy efficient measures through customers' preferred channels.

The subprogram is designed to:

e Provide incentives to customers for the installation of products to reduce energy use in the home
and information about other subprograms that encourage the installation of high efficiency
equipment, such as lighting, room air conditioners, HVAC units, electronics and appliances.

e Provide midstream incentives to retailers to increase sales of ENERGY STAR products.

e Provide a marketing mechanism for retailer and high efficiency product suppliers to promote
energy efficient equipment and products to end users.

e Ensure the participation process is clear, easy to understand and simple for the customer and
contractor.

e Provide online and other channels for customers to acquire select ENERGY STAR and other
qualified products.

e Utilize energy efficiency Kits to introduce and promote energy efficiency technologies that can be
easily installed in the home.  The Kits will serve as a gateway to other programs by including
energy efficiency and conservation educational materials and promotional materials for other
program opportunities, including the utility, Comfort Partners and NJCEP programs.

e Provide energy efficiency kits to local foodbank and non-profit organizations and at energy
assistance outreach events to reach low- to moderate-income customers, with schools to promote
energy efficiency education in classrooms, to new movers, customers upon request, and within
utility marketplaces to support customer engagement.

This subprogram will significantly increase adoption of energy efficient equipment by harnessing PSE&G’s
unique customer relationship to positively impact the entire sales process surrounding efficient equipment,
from education and awareness of customers, engagement with trade ally contractors and equipment
distributors, to on-bill repayments and final installation and commissioning of the high efficiency
equipment.

Market Segment/Efficiency Targeted




EXHIBIT A
Page 67 of 270

ATTACHMENT 1

The Residential Efficient Products Subprogram will be available to all residential electric and/or natural
gas customers in the PSE&G service territory. The subprogram is focused on promoting the sale and
installation of efficient electric and natural gas equipment across all major residential end-use categories,
and can be easily promoted to trade allies and customers via straightforward prescriptive rebates.
Technologies incentivized through this subprogram include lighting, HVAC, other heating/cooling
equipment, smart thermostats, and other efficient products. The subprogram will also promote the
retirement, recycling, and replacement of old refrigerators, freezers, and other inefficient appliances.
PSE&G will offer enhanced incentives for Low-to-Moderate income (LMI) customers (up to 400% of
federal poverty level) for certain products to enable the program to reach all customer types. Eligibility
for these enhanced incentives can be determined based on screening an individual customer however
PSE&G will also implement automatic eligibility for enhanced incentives based upon a physical location
(e.g. properties located in low and moderate census tracts, environmental justice community, Urban
Enterprise Zone) to increase PSE&G’s presence in LMI communities. Customer eligibility based on the
property location in a low-income and moderate-income U.S. census tract can be determined by inputting
individual addresses and accessing U.S. census tract maps available at the Federal Financial Institutions
Examination Council website at https://geomap.ffiec.gov/FFIECGeocMap/GeocodeMapl.aspx.

Delivery Method

PSE&G will use its brand, its customer outreach infrastructure, and its marketplace relationships to increase
the availability, awareness, and customer uptake of energy efficient products. On-bill repayments will be
available to customers to cover the remaining cost (after applying the rebate discount) for the balance of
the efficient product cost for select products and services.

A third-party implementation contractor(s) will be selected to assist with the administration, oversight, and
delivery of the subprogram. This contractor will assist in the expansion of the PSE&G branded online
marketplace, will work to promote the subprogram through word-of-mouth, advertising, and awareness,
and will work with PSE&G to review and adjust the product and service list. These activities will occur
prior to commercial operation and during the delivery of the subprogram. The third-party implementation
contractor will also assist in securing partnerships with retailers, wholesalers, and trade allies to assure all
PSE&G customers are able to easily purchase energy efficient products and equipment through the
subprogram. Customer engagement and sales channels may include:

e Point of Sale Rebates: Prescriptive rebate applications will be made available at the point of sale.
PSE&G will explore the viability of using a digital, smartphone-based application platform, to
enable customers to purchase efficient equipment at traditional consumer retail outlets and instantly
redeem rebates at point-of-sale in both physical stores and online. Allowing easy access to rebates
encourages customers to purchase qualifying efficient products. Appliance recycling will also be
available to customers whereby they may schedule a pick-up to have eligible inefficient appliances
(e.g. old refrigerators) removed and a rebate issued.

e Post Purchase Rebates: Rebates will also be made available to customers after they have made
their purchase. Applications will be available online to submit either electronically or in hard copy
with proof-of-purchase.

e Online Marketplace: PSE&G will expand the self-branded online marketplace currently being
deployed for the EE2017 Smart Thermostat Program to incorporate other products and services in
this direct-to-customer platform. This online marketplace is a branded, easy to use source for the
online purchase of efficient products and services. Participants will be able to browse energy
efficient equipment and appliances and purchase through the marketplace which will offer instant
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rebates and the option for on-bill repayments on purchases above a certain threshold. PSE&G will
validate customer eligibility prior to applying rebates.

e Midstream Rebates: PSE&G will promote a midstream rebate component to encourage purchase
of efficient equipment via directly marking down the price of the efficient equipment at the point
of sale. PSE&G will work with retail partners (such as Home Depot, Lowes, etc.) to assure that
marked down measures are available throughout the PSE&G service territory. Midstream rebates
encourage market transformation and wider availability of efficient equipment. Efficient products
that are rebated via a midstream approach will not be eligible for retail channel rebates.

e Trade Allies: PSE&G will establish a network of trade allies to promote and deliver the
subprogram with a consistent experience to the customer. The trade ally network will consist of
qualified installation contractors, plumbers, electricians, and other trade service professionals.
Trade allies will be able to leverage the subprogram and offer customers rebates through their
normal course of business. In addition, PSE&G will refer customers to a list of qualified trade
allies. By allowing participants to select a trade ally they are comfortable with (either through an
existing relationship or by reference from PSE&G), the subprogram reduces barriers to entry
related to knowledge of energy efficiency, confidence in assessments, and measure installation.
PSE&G will qualify entities to participate in the trade ally network and oversee trade ally
performance to verify quality standards are met.

By developing relationships with trade allies, the subprogram will develop a broad reach across the
marketplace, and also solicit feedback from the marketplace to ensure incentives and measures are
impacting the market as designed. Targeted trade ally firms may include:

e HVAC & appliance distributors, contractors, and retail providers
e General contractors, plumbers, electricians, and other trade service professionals

Regardless of the delivery mechanism, PSE&G will take steps to ensure customers are made aware of
PSE&G's engagement in helping to off-set up-front costs of the efficient products.

Proposed Incentives

PSE&G proposes to provide a range of incentives depending on the measure type, subject to changes based
upon customer response and marketplace changes over the plan period. Incentives will vary depending on
the specific product, the incremental cost of the high-efficiency technology, and the product maturity in the
marketplace. Incentive levels will be reviewed periodically with the input of subprogram staff and broader
feedback from the marketplace to ensure incentive design is optimally driving energy savings across offered
measures, while minimizing any potential free ridership.

Incentives will be available in several ways and are adapted to the retail partner needs and market response.
The strategies that might be used include:

Mail-in applications available from the retailer/contractor and the subprogram website
Online rebate forms

In-store “Instant Reward” coupons that are redeemed in-store at the time of purchase.
Special sale events in retail stores

Manufacturer buy down to Retailer

Midstream incentives to retailers to encourage them to carry and stock efficient products

Incentives may change based on market prices, as well as manufacturer and distributor co-funding. Other
incentive alternatives may be used as the market evolves and new and innovative customer and trade ally
engagement opportunities become apparent.
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Marketing Approach

PSE&G will implement a multi-pronged direct and indirect marketing campaign to promote this
subprogram. Customers will be exposed to broad-based energy efficiency awareness campaigns, web-based
engagement and information, digital advertising, and hard-copy materials to promote awareness, as well as
tie-ins with other PSE&G subprograms. Retailers, wholesalers, and trade allies will be contacted directly
and through trade associations to develop networks and promote involvement in the subprogram. PSE&G
will also look to leverage the behavior subprogram for ‘warm leads’ into the subprogram through both the
home energy reports and online audit tool. Finally, appliance recycling will provide customers with rebates
that can be redeemed in the online marketplace, further driving customer incentive and participation in the
subprogram.

Targeting and promotion within the subprogram will be enabled through intelligence gained through other
residential subprograms, primarily Behavioral, Existing Homes, and other activity in the Efficient Products
Subprogram. Integrated IT solutions will enable PSE&G to provide customized information to customers
with prioritized action items, to maximize availability and uptake.

A combination of strategies will be used to train and support retailers, including media advertising, outreach
community forums, events, and direct outreach to customers and retailers. Marketing activities include:

e Point of purchase displays and materials, joint advertising with retailers, coupons, and special
“instant sales events”

e Public relations materials

e Brochures that describe the benefits and features of the subprogram including application forms
and processes. The brochures will be available for various public awareness events (presentations,
seminars etc.)

o Bill inserts, bill messages, email messages, Facebook and Twitter, pop-up stores.

e Company website content providing subprogram information resources, contact information,
online application forms, online retail store and links to other relevant service and information
resources

e Customer representatives trained to promote the subprogram to their customers

e Presence at conferences and public events used to increase general awareness of the subprogram
and distribute subprogram promotional materials

Contractor Role

PSE&G will oversee the build-out of the online marketplace as well as the retail and Trade Ally network,
which will be administered by third-party implementation contractors. A third-party implementation
contractor will be responsible for identifying and engaging retail and wholesale entities dealing in energy
efficient equipment to on-board them with the PSE&G subprogram vision, eligible efficient products,
rebates, and ways to participate. Additionally, the third-party implementation contractor will engage trade
allies, including local construction, electrical, plumbing, and other contractors to educate them on
subprogram benefits and build an approved trade ally network which will reliably install energy efficient
equipment for participating customers. The third-party implementation contractor will also monitor
participation to assess the effectiveness of outreach efforts, incentive levels, delivery methods, and trade
ally availability to provide suggestions to assure that the subprogram is continually providing PSE&G
customers with their needs. A third-party implementation contractor will be responsible for the management
of the online marketplace. This third-party implementation contractor will also process the online instant
rebates, verify eligibility of customers and manage the delivery of items purchased on the website.
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To select qualified third-party implementation contractors, PSE&G will prioritize criteria including but not
limited to:

e Experience delivering similar subprograms or initiatives
e Resources and marketing strength
e Cost effectiveness

1.1.2. Residential Existing Homes

The Residential Existing Homes Subprogram provides a holistic approach for customers to explore and
invest in the efficiency and comfort of their homes. Under the Residential Existing Homes Subprogram,
participants undergo an energy audit and receive free installation of low-cost direct install energy efficiency
measures, as well as an energy efficiency action-plan that includes recommendations for potential upgrades
and available incentives. The audit will be incentivized, while the work to complete recommended energy
efficiency measures will receive rebates with the ability for customers to use on-bill repayments for the
balance of the costs. Home energy audits will be conducted by PSE&G and/or local trade allies (including,
e.g. home improvement contractors) that are qualified to perform comprehensive home assessments, and a
follow-up audit may be conducted after completing home energy improvements to verify proper installation
and function of home efficiency improvements.

This subprogram is designed to review the entire status of a home, including equipment and envelope to
achieve deeper energy savings than the Residential Efficient Products Subprogram. The subprogram will
follow guidelines and qualifying criteria associated with the U.S. Environmental Protection Agency Home
Performance with ENERGY STAR (HPWES) program subject to as-needed enhancements to maximize
participation and cost-effective energy savings opportunities.

Market Seament/Efficiency Targeted

The Residential Existing Homes Subprogram will be available to all single-family and single-family
attached electric and/or natural gas customers in the PSE&G service territory. Potential measures
incentivized through this subprogram include but are not limited to insulation, air sealing, lighting, smart
thermostats, low-flow devices, smart strips, and HVAC. This subprogram will drive deeper levels of
activity and investment in homes than the Residential Efficient Products Subprogram by including a suite
of home performance measures and the advice of PSE&G and/or qualified trade ally professionals that can
identify efficiency opportunities in residential homes.

In addition to the comprehensive approach described above, a Quick Home Energy Check-Up (QHEC)
option may be offered, to help customers understand their best opportunities to save energy through an in-
home consultation and also secure energy savings during that visit through the direct installation of energy
saving measures. It will be designed to help renters as well as homeowners and promotes additional energy
savings opportunities and upgrades available to the customer.

Delivery Method
The subprogram will be managed by a third-party implementation contractor as outlined in detail in the
Contractor Role:

e In-Home Energy Audit: In-home energy audits are conducted by PSE&G and/or local trade allies.
During the audit, customers will receive free installation of low-cost measures, such as LED
lighting, low-flow devices, and smart strips at no additional cost, in addition to behavioral
suggestions to improve efficiency of the home and a review of thermostat set points. Smart
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thermostats may be made available while the auditors are on premises through the Residential
Efficient Products Subprogram. Following the in-home audit, the participant will be provided an
energy efficiency action-plan that summarizes the findings of the audit and recommends
technology and building performance improvements that will maximize the efficiency of the home.
This report will also include detail regarding estimated cost, available rebates, and availability of
on-bill repayment.

e In-Home Efficiency Improvements: If the customer chooses to pursue some or all of the
recommended home efficiency measures, a second appointment will be scheduled to implement
the measures. At the completion of the work, PSE&G and/or the trade ally will test the home to
validate the energy savings and to ensure that all mechanical equipment is operating safely.
Subprogram management staff, including the third-party implementation contractor, may spot
check installations as needed.

e Local Trade Ally Network: The local trade ally network will be qualified, trained, and managed
by the third-party implementation contractor, and may deliver audits and/or energy efficiency
services.

Measures from the Residential Efficient Products Subprogram, such as home appliances (e.g. clothes
washers) may be installed by PSE&G and/or the trade ally if requested by the participant and if within the
scope of services. These measures are not typically addressed in a home performance subprogram because
they are generally only replaced at end-of-life.

Proposed Incentives

PSE&G will provide a subsidized in-home audit, as well as a suite of low-cost direct-install measures.
Home performance measures recommended by PSE&G and/or the trade ally carry incentives that will be
available individually but may also be offered as part of bundled performance incentives depending on
customer interest and budget. If utilized, home performance incentives will be structured on the basis of
estimated total energy reduction in the home and the total cost of installed measures, such that customers
can receive an overall, packaged incentive that is subject to a maximum of either a specific cap, to be
evaluated and modified periodically, or a percentage of total installation cost. On-bill repayment will also
be available to qualified customers to reduce upfront cost barriers. In order to use on-bill repayments,
participants will be evaluated to determine their risk and ability to repay. In coordination with the Joint
Utilities, PSE&G will establish qualification minimums for on-bill repayments, which may include bill
payment history.

Marketing Approach

PSE&G will utilize many marketing avenues to assure subprogram awareness and participation is
maximized. These include traditional marketing avenues, such as web-based engagement and information,
digital advertising, media advertising, and hard-copy materials to promote awareness among trade allies
and customers. An additional marketing pathway PSE&G plans to utilize is through the network of other
subprograms being offered in the CEF-EE Program. The integration of all subprograms will allow for direct
marketing to customers through the Residential Behavioral and Residential Efficient Products
Subprograms. The connections with these subprograms also provides two-way marketing potential, in that
customers engaged in the Residential Behavioral and Residential Efficient Products Subprograms will be
provided with information and literature about the opportunity to participate in the Residential Existing
Homes Subprogram. Information garnered from subprograms, such as the Residential Behavioral and
Residential Efficient Products could be used to identify prime candidates for participation in the Residential
Existing Homes Subprogram. For example, a review of usage data contained in HERs from the Residential
Behavioral Subprogram could allow PSE&G to identify customers who are particularly susceptible to
changes in weather, and would be ideal candidates for an audit. Likewise, the Residential Efficient Products
Subprogram could provide leads to customers interested in energy efficiency.

7
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Contractor Role
PSE&G will supervise the subprogram, as well as select a third-party implementation contractor to manage
the subprogram.

The third-party implementation contractor will oversee all aspects of the subprogram, including training
and engagement, QA/QC, and rebate processing (including measures installed during audits). A large part
of the third-party implementation contractor will focus on developing, training, and growing a qualified
trade ally network. This will include trade ally training sessions, workshops, and market development
events to grow and develop the trade ally network, with a priority placed on encouraging them to integrate
home efficiency performance into their business and become Building Performance Institute (BPI) and
ENERGY STAR certified contractors. The third-party implementation contractor will maintain a close
relationship with entities delivering the audits and efficiency measures to ensure consistent subprogram
delivery experience and high customer satisfaction. The third-party implementation contractor will also
take on the responsibility of providing an additional layer of customer support as needed and conducting
selective verification of trade ally installation work.

The trade ally marketplace may consist of companies in the fields of residential HVAC, home improvement,
weatherization and insulation, and other relevant areas. In order to facilitate trade ally access to participants,
PSE&G or the third-party implementation contractor will administer a web portal where customers can find
local trade allies based on geography and other criteria.

To select a qualified third-party implementation contractor PSE&G will prioritize criteria including but not
limited to:

e Experience delivering similar subprograms or initiatives, especially ENERGY STAR certified
programs

Knowledge of the current marketplace

Ability to educate and train contractors

Local presence

Cost

1.1.3. Residential Behavioral
The Residential Behavior Subprogram will provide customers with granular and easy-to-understand
information about their energy use, a comparison of their usage against other similar customers, and
suggested action steps to generate awareness and motivate customers to produce energy savings through
behavioral changes and engagement with other efficiency subprograms.

Direct mailed and/or electronic home energy reports (HERS) will be the cornerstone of the subprogram and
will provide participants with customized, easy-to-implement action steps and recommendations to reduce
energy consumption and support behavior modification for improved energy efficiency. The HERs will
present participants with a view of their historical energy consumption compared to peer group customers.
High usage alerts will also be issued by email to customers when weather patterns and other data indicate
their next bill is trending higher, and provide the customer with tips to manage their usage.

The subprogram will also offer an internet-based home energy self-audit to all residential customers. This
audit will allow customers to better understand their energy usage and their opportunities for energy
savings.
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An online portal will be used to provide customers with usage information, recommendations, tips, and
links to energy efficiency subprograms provided by PSE&G, including the online marketplace with access
to the Residential Efficient Products Subprogram and the Residential Existing Homes Subprogram. The
online customer portal will integrate the information from the HERs and online audit to further assist
customers as they look to realize deeper equipment and appliance-based savings. PSE&G will utilize the
information gathered from the HERs and online audits to not only better understand the residential customer
base, but also assist in making smart decisions moving forward with the energy efficiency subprograms.

Information on customers participating in other subprograms such as the Residential Efficient Products and
Residential Existing Homes Programs will be linked into the HERs as to provide up-to-date information
and recommendations to participants.

Market Segment/Efficiency Targeted

The subprogram will provide HERs to a minimum of 650,000 residential customers. This quantity of
customers represents the number of unique customers in the program. These customers will receive multiple
home energy reports per year, in accordance with best practices in the industry This quantity of customers
will be reviewed periodically and modified as needed to maximize cost-effective energy savings. The online
energy audit will be available to all PSE&G electric and/or natural gas residential customers. The HERs
and online audit will offer tailored recommendations to reduce electric and/or natural gas consumption.

The subprogram may also provide HERs to participants of other residential subprograms, such as
Residential Efficient Products and Residential Existing Homes. The subprogram will primarily target single
family homes; however, PSE&G may also evaluate potential in the multi-family and income eligible
markets.

Delivery Method
PSE&G will extend its current Data Analytics Subprogram to additional customers using a selected HER
vendor.

PSE&G's HER vendor will identify and distribute HERS to residential customers at no charge to the
participant. The online audit will be available for all PSE&G residential customers free of charge. High
usage alerts will be provided to customers receiving HERs via email to customers for whom PSE&G has a
valid email address.

Proposed Incentives
All services under this subprogram will be provided at no cost to the customer.

Marketing Approach

The recipients of the HERs will be selected by PSE&G, its selected HER vendor, and its evaluation
contractor. The online audit will be marketed through bill-insert mailers, digital advertising, and other
means to assure that all customers are aware of the availability of these resources. Participants in other
PSE&G energy efficiency subprograms will be referred to the online audit tool and online portal as
appropriate.

Contractor Role
PSE&G will utilize a third-party implementation contractor to provide the services under this subprogram
including HERSs, the portal, the online audit, and high usage alerts.
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1.1.4. Residential Income Eligible

The Residential Income Eligible Subprogram is targeted at customers whose household income is less than
or equal to 400 percent of the Federal Poverty Level (FPL). Properties located within low and moderate
income census tracts will also be eligible for this program. The subprogram will complement, and not
duplicate or compete with, the Co-Managed Comfort Partners Program. The Residential Income Eligible
Subprogram provides free direct installation of energy efficient technologies and weatherization services
to qualifying PSE&G customers with limited income. The subprogram generates energy savings for
residential lower-income customers through an in-home energy audit and the direct installation of a wide
range of energy efficiency measures such as efficient lighting, efficient refrigerators, HVAC, as well as
weatherization upgrades for air-sealing and attic and wall insulation. The subprogram also provides for the
installation of health and safety measures as appropriate, and may also include actions to address building
shell issues that prevent the installation of energy efficiency measures, such as moisture/mold remediation,
roof repairs, electrical repairs, and asbestos remediation, consistent with the approach under the New Jersey
Comfort Partners Procedure Manual.

In addition to the core subprogram attributes described above, the subprogram will also provide for the
distribution of free LED light bulbs via food banks/pantries or other distribution venues that serve income
eligible customers, along with educational information on energy efficiency. The subprogram will
coordinate low-income services with local, state and federal agencies to provide comprehensive assistance.
The subprogram may also seek to work with workforce development organizations, in order to provide a
sufficient pool of qualified workforce that will be required to support a significant growth in energy
efficiency services.

Market Segment/Efficiency Targeted

The Residential Income Eligible Subprogram targets residential customers in PSE&G’s electric and/or gas
service territory whose household income is less than or equal to 400 percent of the Federal Poverty Level
(FPL) and those properties located within low and moderate income U.S. census tracts. Customers who
receive Federal Supplemental Security Income (“SSI”), Home Energy Assistance (“HEAP”), Universal
Service Fund (“USF”), Lifeline, Pharmaceutical Assistance to the Aged and Disabled (“PAAD”),
Temporary Assistance to Needy Families (“TANF”), or Section 8 Housing will also be eligible.

Delivery Method

This subprogram will be managed by PSE&G with the support of a qualified third-party implementation
contractor with experience delivering services in similar subprograms. It is envisioned that PSE&G’s third-
party implementation contractor will facilitate subprogram delivery across the multiple subprogram
vendors as well as PSE&G’s workforce. Eligible customers will receive an in-home energy assessment
from PSE&G. The applicable measures and services will be installed either by subprogram vendors, or by
PSE&G’s workforce. PSE&G, with its third-party implementation contractor will be responsible for
activities including, but not limited to, the following:

Ensuring customers meet eligibility requirements

Marketing collateral development and deployment

Reviewing, approving, and tracking of documentation for completed projects
Payment processing, fund management, and reporting

Quality assurance of technical and procedural subprogram guidelines
Budgeting, goal tracking, and reporting

Call center services

Customer satisfaction and problem resolution

Provide technical training to workforce

10
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Proposed Incentives
Equipment and installation costs for all eligible measures will be provided free to eligible customers, subject
to subprogram terms and conditions.

Among the measures to be considered for each home are efficient lighting products; hot water conservation
measures (water heater replacement and tank temperature turn-down); replacement of inefficient
refrigerators and freezers; installation of programmable and smart thermostats; insulation upgrades (attic,
wall, basement, etc.); blower-door guided air sealing; duct sealing and repair; heating/cooling equipment
maintenance, repair and/or replacement; and other measures as may be needed to enable the installation of
energy efficiency measures (e.g. repair or replacement of a broken window, repair of a hole in the wall
and/or roof, mold remediation, or the installation of rain gutters).

Failed or failing heating or cooling systems can be replaced for efficiency and/or health and safety reasons,
on a case-by-case basis, as subprogram funds permit. For customer homes that require treatment beyond
the scope of the subprogram, such services may be coordinated with other agencies.

Marketing Approach

Marketing efforts will be focused toward property owners, non-profit organizations, churches, and
community organizations to bring awareness to the subprogram and initiate effective participation. Key
elements of the marketing strategy include:

e Targeted outreach through local agencies
o Websites and newsletters

e Press releases

e Posters in municipal buildings

¢ Neighborhood canvassing

Contractor Role

PSE&G will administer and manage the overall subprogram with the support of a third-party
implementation contractor(s). The third-party implementation contractor will have responsibility for
delivery tasks and customer outreach on behalf of PSE&G. To select a qualified third-party implementation
contractor, PSE&G will prioritize criteria including, but not limited to:

e Experience delivering similar subprograms or initiatives
e Third-party staff qualification for delivering low-income energy efficiency subprograms
e Cost

1.2. Multifamily Sector Subprogram

1.2.1. Residential Multi-Family

The Residential Multi-Family Subprogram provides a turnkey service for multi-family property owners,
managers, and the residents of multi-family facilities to help improve the energy efficiency of their facilities
and reduce their operating costs. This service provides direct installation of energy-efficient measures in
individual living units. The primary measures to be installed include LED lighting, low-flow showerheads
and faucet aerators, and smart power strips. The subprogram will also provide literature on energy saving
tips achieved through other behavioral actions (e.g. thermostat settings, maximizing dishwasher and clothes
washer loads, etc.).

11
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Market Segment/Efficiency Targeted

The subprogram targets multi-family property owners, property managers, and residents. All multi-family
buildings with three or more units in PSE&G’s electric or natural gas service territory are eligible to
participate, although it is anticipated that the majority of participating units will be from low income or
moderate income multi-family units, and will have 12 or more units.

The subprogram will look to achieve direct, easy to install, energy savings through the provision of
measures such as LED lighting, low-flow showerheads and faucet aerators, and smart power strips.

Delivery Method

The Multi-Family Subprogram will be delivered by PSE&G and/or a qualified third-party implementation
contractor with experience delivering similar subprograms. The subprogram manager will recruit multi-
family property owners and oversee the direct installation of free low-cost measures (e.g. lighting,
showerheads) in individual units. The service is provided at no cost to property owners or occupants. This
subprogram design (including the provision of no cost services) is intended to overcome market barriers
and assure that benefits are provided to tenants.

PSE&G and/or the implementation contractor will be responsible for activities including, but not limited
to, the following:

e Developing relationships with property management companies, owners, associations, and their
members to recruit participants

Training, education, and coordination with direct-install staff and/or contractors

Marketing collateral development and deployment

Procuring energy efficiency equipment and materials

Reviewing, approving, and tracking of documentation for completed projects

Quality assurance of technical and procedural subprogram guidelines

Budgeting, goal tracking, and reporting

Customer satisfaction and problem resolution

Provide notice to tenants and property owners prior to conducting work

Proposed Incentives
Equipment and installation costs for all measures directly installed in tenant units will be provided free to
eligible properties.

Marketing Approach

The marketing strategy will focus on informing property owners, managers, associations, tenant groups,
municipalities, and community organizations about the availability and benefits of the subprogram and how
to participate. Marketing activities will be focused on serving the lower income multi-family sector. Key
elements of the marketing strategy include:

e Targeted outreach through direct mailings and presentations to inform property owners, managers,
apartment associations, tenant groups, municipalities and community organizations about the
benefits of the subprogram and participation processes

e Brochures highlighting the benefits and features of the subprogram as well as the participation
processes

o \Website content providing subprogram information resources and contact information

e In-person visits by subprogram representatives to properties with three or more units
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Walk-through energy assessments of properties to encourage the building owners or facility
managers to allow participation in the direct installation component of the subprogram as well as
encourage participation in the other PSE&G efficiency subprograms

Contractor Role

PSE&G will administer and manage the overall subprogram. Depending on the final design of the delivery
process, PSE&G may utilize the support of a third-party implementation contractor(s). In this event, the
third-party implementation contractor will have responsibility for delivery tasks and customer outreach on
behalf of PSE&G.

Key elements of the implementation strategy and core responsibilities of the implementation contractor
may include:

Targeted Outreach to Property Owners: Subprogram representatives will build relationships
with property management companies, owners, associations and their members to recruit
participation in the subprogram. The subprogram team will assist customers as necessary to
coordinate direct installations and complete rebate application requirements. In addition, property
owners will be reached through direct mail, participation in association events, one-on-one
meetings with subprogram staff, and other channels. Special emphasis will be placed on properties
with as little as three units and greater. This has been traditionally an over-looked segment in other
utility-run subprograms around the country.

In-Unit Direct Installs: Subprogram representatives will identify interested property owners and
schedule appointments for the free installation of energy saving devices in the individual living
units and common areas. In-unit HVAC tune-ups will be offered at no cost to the property owner
or tenant. The installation crews are trained on the technical and educational aspects of the energy
saving devices installed and leave educational materials in each unit describing the work performed
and explaining the energy-saving benefits.

Subprogram Operations: The third-party implementation contractor handles implementation
related administrative requirements, including the following:

Marketing and educational materials

Field services

Product ordering and inventory

Data tracking and reporting

Investment tracking and reporting

Prescriptive, custom and comprehensive application processing
Trade ally and customer outreach/training

Customer satisfaction/problem resolution

O O O O O O O O

To select a qualified third-party contractor, PSE&G will prioritize criteria including but not limited to:

Experience delivering similar subprograms or initiatives
Third-party staff qualifications
Cost

In the event PSE&G delivers the program with its own workforce, contractor role would be minimal, limited
to customer acquisition and alignment with other subprograms.

1.3. Commercial & Industrial Sector Subprograms
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PSE&G’s commercial and industrial customers are very diverse. These subprograms address each segment,
including those with limited time and resources to make efficiency improvements. The subprogram designs
are intended to enable PSE&G to address the unique needs of each sub-sector. For example, if a large
customer has ready access to financing and more advanced approaches to energy management, PSE&G
will offer customized financial support to reduce paybacks on investments and bring about increased
installation of measures. For small businesses or municipal customers, PSE&G will provide more
substantial management, financial support, and on-bill repayment.

1.3.1. C&I Prescriptive
The C&lI Prescriptive Subprogram will promote the installation of high-efficiency electric and natural gas
equipment by C&I customers. The subprogram is designed to:

e Provide incentives to facility owners and operators for the installation of high efficiency equipment
and controls

e Provide the knowledge necessary and market demand to justify the marketing of high efficiency
measures by participating trade allies such as electrical contractors, mechanical contractors, and
their distributors

e Ensure the participation process is clear and simple

The subprogram will offer a broad range of energy efficient equipment and appliances through a variety of
channels, including reduced point of sale costs, and a network of trade allies. The subprogram will incent
energy efficient lighting, appliances, heating and cooling equipment, and food service equipment, among
other efficiency measures. These measures will range in type and price but include both electric and natural
gas technologies that improve energy efficiency. Up-front rebates will be offered on all technologies to
reduce initial costs and some purchases will qualify for on-bill repayments to further reduce first cost
barriers. The subprogram is designed to provide easy and cost-effective access to energy efficient measures
through customers' preferred channels.

This subprogram will significantly increase adoption of energy efficient equipment by harnessing PSE&G’s
unique customer relationships to positively impact the entire sales process surrounding efficient equipment,
from education and awareness with customers, engagement with trade ally contractors and equipment
distributors, to on-bill repayments and final installation and commissioning of the high efficiency
equipment.

Market Segment/Efficiency Targeted

The C&I Prescriptive Subprogram will be available to all commercial, industrial, and other non-residential
electric and natural gas customers located within PSE&G’s service territory. The subprogram is focused on
promoting the sale and installation of efficient electric and natural gas equipment across all major end-use
categories and can be easily promoted to trade allies and customers via straightforward prescriptive rebates.
Potential technologies incentivized through this subprogram include energy efficient lighting, appliances,
heating and cooling equipment, and food service equipment, among other efficiency measures.

Delivery Method

To maximize customer participation and streamline the customer experience, PSE&G will use its strong
customer and marketplace relationships to support multiple implementation strategies to achieve
subprogram goals.

o Trade Allies: PSE&G will establish a network of trade allies (e.g. electricians, HVAC contractors,
lighting retailers and distributors, building energy managers, etc.) to promote the efficiency
opportunities and incentives to their clients, and deliver the subprogram with a consistent
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experience to the customer. Trade allies will be able to leverage the subprogram and offer customers
rebates through their normal course of business. In addition, PSE&G or the third-party
implementation contractor can refer customers to a list of qualified trade allies to perform more
intricate work. By allowing participants to select a partner they are comfortable with (either through
an existing relationship or by reference from PSE&G or the third-party implementation contractor),
the subprogram reduces barriers to entry related to knowledge of energy efficiency, confidence in
assessments, and measure installation. PSE&G will oversee trade ally performance to verify quality
standards are met and qualify contractors to participate in the Trade Ally network. By developing
relationships with trade allies, the subprogram will develop a broad reach across the marketplace,
and also solicit feedback from the marketplace to ensure incentives and measures are impacting the
market as designed. Examples of targeted trade ally firms include:

o Design, engineering, and controls firms

o HVAC distributors, contractors, and retail providers

o Food service retailers and service providers

o Commercial lighting distributors and wholesalers
Retail: PSE&G subprogram staff, third-party implementation contractors, and field representatives
will work with retailers and distributors that directly target C&I customers so they are aware of the
participation process and available equipment incentives. This will include training and instruction
to participating retailers and distributors about the PSE&G prescriptive rebate forms as well as
enrollment of distributors to participate in midstream subprogram offerings.
Midstream: PSE&G will aggressively promote a midstream component for specific equipment
types to encourage purchase of efficient equipment via directly marking down the cost of the
efficient equipment at the point of sale. Midstream rebates encourage market transformation and
wider availability of efficient equipment. PSE&G anticipates offering midstream point of sale
discounts across numerous equipment types, including, but not limited to: LED lighting, HVAC,
and food service equipment. Efficient products that are rebated via a midstream subprogram
approach will not be eligible for rebates in any other PSE&G rebate subprogram.
Digital: The subprogram will be marketed directly to C&I customers on the PSE&G website, where
customers will have easy access to information regarding eligible equipment and savings
opportunities, how to participate, and incentives across all efficient equipment types and end-uses.
In addition, the website will offer information on qualified local trade allies to enable easy access
to equipment retailers for customers.
Rebate-as-a-Service: PSE&G will evaluate the viability of using a digital, smartphone based
application platform, where business customers purchasing efficient equipment for commercial use
at traditional consumer retail outlets can instantly redeem rebates at point-of-sale in both physical
stores and online. This channel will help PSE&G offer rebates to very small commercial customers
and local businesses outside of the C&I Small Non-Residential Efficiency Subprogram.
Targeted Customer Outreach: In select cases, PSE&G staff and its third-party implementation
contractor may choose to reach out directly to large business and commercial customers to develop
relationships with energy and facilities managers, operations staff, and procurement personnel.
Subprogram staff can help facilitate completion of rebate applications and serve as a direct resource
to these customers.

Proposed Incentives

Incentive levels and the list of eligible equipment will be reviewed periodically with the input of
subprogram staff and broader feedback from the marketplace to ensure incentive design is optimally driving
energy savings across offered measures. Incentive levels will vary depending on the efficient measure, and
the unit level being rebated (e.g. incentives for equipment, and/or incentive based on the system size or
square footage where the system is being applied).
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Marketing Approach

The C&I Prescriptive Subprogram will engage with customers and trade allies at multiple levels, including
broad-based energy efficiency awareness campaigns, direct outreach by subprogram staff and
representatives, web-based engagement and information, digital advertising, and hard-copy materials to
promote awareness among trade allies and customers. In some cases, subprogram staff and representatives
will reach out directly to large commercial customers. Use of appropriate types of media are anticipated to
be included in the marketing plan, such as direct mail, email, print, and digital media. Engagement with
trade associations (e.g. builders, architects, equipment distributors, professional contractor associations,
etc.) will all be important venues for PSE&G to present information about the subprogram, raise awareness
and encourage participation.

Contractor Role

PSE&G will administer and manage the overall subprogram, including implementation of an on-bill
repayment offering, with the support of third-party implementation contractor(s). The third-party
implementation contractor will have responsibility for the majority of delivery tasks and customer outreach
on behalf of PSE&G. It is anticipated that this third-party implementation contractor will assist with
optimizing the subprogram’s strategic direction, including but not limited to:

Customer outreach/subprogram delivery strategy

Offered efficiency measures and efficiency levels

Promotion of emerging technologies

Incentive levels and strategies

Customer/trade ally/retailer engagement and enrollment in the subprogram
Marketing

Customer satisfaction

Equipment installation and subprogram data tracking

Rebate processing

1.3.2. C&lI Custom

The Commercial and Industrial (C&I) Custom Subprogram will offer incentives for electric and natural gas
efficiency opportunities for commercial, industrial, and other non-residential customers that are non-
standard and not captured by the C&I Prescriptive Subprogram, or any other proposed custom subprogram
offering including the C&I Engineered Solutions Subprogram. Typical measures incentivized by the C&I
Custom Subprogram are either less common measures or efficiency opportunities in specialized
applications that may include specialized manufacturing processes or non-traditional use cases. In many
cases, custom efficiency projects are more complex than prescriptive equipment replacement.

Large customers with facilities and engineering teams will develop and submit custom efficiency project
rebate applications for review. A third-party implementation contractor will also play an active role in
supporting project identification, developing energy savings calculations, and assessing project economics
as required. Potential participants are required to submit an application for pre-approval to reserve funding,
and if accepted by PSE&G, a timeline is established for project completion to qualify for a rebate. The
typical lead time for completing a custom project is 90 to 120 days. Large projects, or subsets of projects,
may be required to undergo pre-and post-inspection to validate project energy savings. Approved projects
will also be eligible for on-bill repayment support to further reduce first-cost barriers.

Market Segment/Efficiency Targeted
The C&I Custom Subprogram targets all C&I customers in PSE&G’s electric and/or natural gas service
territory with cost effective savings opportunities that are not covered by the C&I Prescriptive or Small
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Non-Residential Efficiency Programs, and in building types not eligible for participating in the C&l
Engineered Solutions Subprogram (non-MUSH/multifamily common areas/non-profit). However,
customers participating in the C&I Custom Subprogram will generally be larger energy users with more
complex needs and non-standard efficiency opportunities. Customers targeted for participation typically
include building types such as light/heavy industrial, manufacturing, data centers, and distribution centers,
among others.

Delivery Method
The C&I Custom Subprogram will be supervised by PSE&G and delivered by a qualified third-party
implementation contractor. The following delivery strategies will be pursued:

e Targeted Customer Outreach: High-use customers will be targeted by subprogram staff to
develop relationships with facilities and energy managers, operations staff, and procurement
personnel to inform them of the benefits of participating in the custom subprogram. Subprogram
staff will provide technical support, assist customers in identifying efficiency opportunities, and
assist with review and preparation of their rebate application.

e Technical Customer Assistance: An important element of the C&I Custom Subprogram is the
availability of technical support from qualified subprogram staff. PSE&G subprogram management
staff and their representatives will be available to support customers with project identification and
analysis, including assistance with targeted energy audits and savings estimates.

e Trade Allies: Developing relationships in the trade ally community will spread broader awareness
of the existence of the custom subprogram option and obtain referrals for potential projects.

Measurement & Verification (M&V) for projects above a certain estimated incentive size, or projects that
do not have reliable information to accurately forecast energy savings may require energy monitoring
before and after project implementation to determine savings and incentive levels. PSE&G is evaluating a
threshold of approximately $100k to necessitate energy monitoring before and after implementation. The
Company is also considering the impact of the type of equipment as a driver for energy monitor. PSE&G
plans to coordinate with the other utilities to use a consistent approach to the extent feasible.

Proposed Incentives

The C&I Custom Subprogram incentives will be set based on an incentive level per first year kWh or therm
saved. These incentive levels will be reviewed and updated periodically with the input of subprogram staff
and broader feedback from the marketplace to ensure incentive design is optimally driving energy savings
across a full spectrum of market opportunities. Incentive level design may change over time based on the
specific end-use where the savings are being acquired. Additionally, incentive level restrictions may be
established that could include limits to total incentives as a percentage of project costs or minimum project
payback periods. Overall total facility and customer level incentive limits may also be established to ensure
funding is available to as many C&I customers as possible, while also still providing robust incentives to
capture the full suite of energy savings from large projects. Approved projects will also be eligible for on-
bill repayment support to further reduce first-cost barriers.

Marketing Approach

The C&I Custom Subprogram will engage with customers and trade allies at multiple levels, including a
combination of direct customer, trade ally, and local organization outreach, promotion through key industry
events and conferences, and digital marketing, including an informational/engagement web platform to
educate and reach relevant contractors and customers. Use of all types of media are anticipated to be
included in the marketing plan, including, but not limited to, online and targeted print advertising.
Engagement with trade associations (e.g. builders, architects, equipment distributors, professional
contractor associations, etc.) will all be important venues for PSE&G to present information about the
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subprogram and raise awareness and encourage participation. The subprogram will leverage PSE&G’s
existing relationships and communication channels with customers through subprogram staff and account
management team.

Contractor Role

PSE&G will administer and manage the overall subprogram, including implementation of an on-bill
repayment offering, with the support of third-party implementation contractor(s). The third-party
implementation contractor will have responsibility for the majority of delivery tasks and customer outreach
on behalf of PSE&G. It is anticipated that this third-party implementation contractor will work closely with
PSE&G to optimize the subprogram’s strategic direction, including, but not limited to, the following
activities:

Offered incentive levels and strategies

Customer satisfaction

Measurement and verification during on-site visits
Subprogram data tracking

Rebate payments

PSE&G will select a qualified third-party implementation contractor (or contractors) based on, but not
limited to, the following factors:

Technical Approach

Organizational and Management Capability
Experience

Cost

1.3.3. C&I Small Non-Residential Efficiency

The C&I Small Non-Residential Efficiency Subprogram is focused on installation of efficiency measures
in small non-residential customers that typically lack the time, knowledge, or financial resources necessary
to pursue energy efficiency. The subprogram is designed to provide non-residential owners with easy
investment decisions for the direct installation of energy efficiency projects. The subprogram will pay the
up-front cost to install the recommended energy efficiency measures with the participating customer
repaying a portion of the cost either in a lump sum or interest-free on their PSE&G bill. The reduced overall
costs and on-bill repayments mitigate up-front cost barriers and assist participants in making decisions,
which otherwise would be time-consuming and difficult to justify. The C&I Small Non-Residential
Efficiency Subprogram plays an important role in the marketplace because private providers of energy
efficiency services typically do not target small non-residential customers due to the lower overall profit
for their services when compared with larger non-residential customers. For these reasons, small non-
residential customers are often hard to reach, and the subprogram fills an important gap by delivering
efficiency services to these customers directly.

The audit will be provided to customers free of charge and will offer recommendations on energy efficiency
projects to reduce energy usage and costs. The aggregation of this data will allow PSE&G to better
understand its customers and can be used to inform other subprograms and future subprogram designs, such
as the C&I Prescriptive Subprogram, the C&I New Construction Subprogram, and the Business Energy
Reports Pilot Subprogram.
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The subprogram will also focus on the smallest customers within the small business segment. PSE&G
anticipates portions of the subprogram to be directed at restaurants, small offices, and other small businesses
that often are left behind in less-comprehensive energy efficiency subprograms. Through a number of
delivery mechanisms, PSE&G will assure that all business types are able to participate in this subprogram.

Market Segment/Efficiency Targeted

PSE&G expects small non-residential customers with an average 12-month individual facility annual
electricity peak demand usage of less than 200 kW to be the eligibility threshold; however, this figure may
be adjusted by PSE&G up to 500 kW subject to Staff approval and alignment with the threshold established
by the Joint Utilities, to ensure the subprogram is properly addressing the market in PSE&G’s service
territory. The subprogram will also be structured to focus on and secure participants especially in the lower-
usage tiers.

The subprogram seeks to address high-return, relatively low-cost measures (e.g. LED lighting retrofits), but
customers may choose to pursue further retrofits that are eligible for additional incentives. Example end-
use categories covered by the subprogram include lighting, HVAC, controls, refrigeration, motors, low-
flow devices, pipe wrap and domestic hot water equipment.

Delivery Method

The C&I Small Non-Residential Efficiency Subprogram interfaces with customers via either direct
solicitation or upon customer request. All participants receive a site visit, including a free on-site audit to
identify energy efficiency retrofit opportunities. Following the audit, participants are provided with a report
assessing the site and recommending investments that could further improve the energy efficiency of the
facility.

Based on the results of the audit report, the subprogram will offer to initially pay 100% of the project cost
to install the recommended energy efficiency measures with the participating customer (or landlord)
repaying a portion of the cost either in a lump sum or interest free on their PSE&G bill. PSE&G may adjust
the incentive structure to encourage deeper retrofits, as well as to encourage participation by micro-
customers. PSE&G will provide for the installation of all work and assure it is completed on time and to
specifications. This approach frees up the participant, which, as a small non-residential customer, may not
have the time or resources to focus on implementation issues.

The subprogram budget will be split into tranches based upon customer consumption size, or other
designated factors, to focus contractors to complete work on specific tranches. This will assure that non-
residential customers, even those that are the smallest and often overlooked, receive ample focus.
Contractors will be limited to specific tranches to assure minimum volumes and scale can be reached while
also providing for adequate cost effectiveness. PSE&G may also elect to provide additional contractor-
focused bonus incentives to further encourage contractor emphasis on specific sectors. The tranche
divisions will be implemented to combat contractors’ inherent focus on larger customer facilities. The
subprogram may also be marketed and structured into customer types. For example, one element of the
subprogram structure may focus on restaurants, while another is focused on convenience stores and
bodegas.

Proposed Incentives

One of the key benefits of the subprogram is that it is a simple, turnkey solution for small non-residential
customers that requires no up-front customer investment. The initial site visit, energy audit, and installation
of recommended efficiency measures are provided at no initial cost to participants. This up-front incentive
value will be evaluated periodically to assure that the subprogram incentive is adequate and provides the
correct signal to the marketplace regarding energy efficiency. Participants will reimburse PSE&G a portion
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of total project cost interest-free through on-bill repayments, thereby eliminating the up-front cost burden
of installing energy efficiency measures. The incentive portion of the total project cost is up to 70%, with
the option to provide up to 80% incentive for underserved markets such as small businesses up to 100kW,
or customers in Urban Enterprise Zones, etc. PSE&G may adjust the incentive structure to encourage
deeper retrofits, as well as to encourage participation by micro-customers.

Marketing Approach

The C&I Small Non-Residential Efficiency Subprogram will be marketed to customers through a
combination of direct outreach by subprogram staff and a third-party implementation contractor, web-based
engagement and customer information analytics, digital advertising, and hard-copy materials to promote
awareness among trade allies and customers. Direct outreach from a third-party implementation contractor
may include unsolicited visits to customer premises to distribute hard-copy subprogram materials, inform
customers about the subprogram directly, and solicit participation. This strategy is useful for enrolling small
non-residential customers that may be interested in participating, but have not heard of the subprogram and
do not have resources to prioritize reaching out to PSE&G.

PSE&G will evaluate the potential to utilize Business Energy Reports or customer information analytics to
identify and target customers best suited for participation in the subprogram.

Contractor Role

PSE&G will administer and manage the subprogram with the support of third-party implementation
contractor(s). The third-party implementation contractor will have responsibility for the majority of delivery
tasks and customer outreach on behalf of PSE&G. It is anticipated that this third-party implementation
contractor will work closely with PSE&G to optimize the subprogram’s management and strategic
direction, including, but not limited to:

Initial participant recruitment, audit, and equipment installation
Subprogram data tracking

Direct customer outreach/subprogram delivery strategy
Development of measure mix

Marketing

Promotion of emerging technology

Customer satisfaction

The third-party implementation contractor will take on the responsibility of managing the subprogram,
directing the qualification of contractors, and will work to assure that ample contractors are available to
complete all work derived from the subprogram.

A group of selected vendors will perform the audits and installations, working with PSE&G and the third-
party implementation contractor’s oversight to undertake all construction and installation work identified
in the audit process.

1.3.4. C&Il Energy Management
The C&I Energy Management Subprogram includes two major subprogram initiatives: Retro-
commissioning and Strategic Energy Management. Both subprograms are designed to optimize energy
consumption in existing C&I buildings through management of major energy using systems, user behavior,
and low-cost, easy-to-install efficiency measures at the time of an initial site visit or a follow-up. In many
cases, revised building management processes can produce meaningful energy savings without capital
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investment in new equipment or controls; however, recommended investment areas may also be identified
through this subprogram. Details of the subprogram initiatives are as follows:

e Retro-commissioning (RCx): Also known as ‘existing building commissioning’, retro-
commissioning focuses on identifying operations and maintenance improvements in existing
commercial buildings to ensure optimal performance of building systems and system interactions.
Retro-commissioning applies the same systematic process to buildings as is applied during initial
building commissioning, and may be performed every three to five years to ensure optimal building
performance. Retro-commissioning is typically among the most cost-effective energy savings
strategies applied in commercial buildings and may produce other non-energy benefits, including
extending the life of existing equipment and improving thermal comfort and indoor air quality.

e Strategic Energy Management (SEM): This subprogram is primarily geared toward industrial
and manufacturing buildings and is a holistic approach to managing energy usage focused on
management of existing systems and processes (including behavior), as well as tracking and
benchmarking performance to identify and evaluate energy optimization efforts. SEM is a long-
term effort typically led by an external instructor focused on developing and executing an energy
management strategy via workshops, webinars, and group/individual training sessions with cohorts
of facility managers. SEM applies continuous improvement principles to energy management to
encourage and enable a culture of energy efficiency within an organization to develop measurable
long-term savings.

Market Segment/Efficiency Targeted
All commercial, industrial, and other non-residential customers located within PSE&G’s electric and/or
natural gas territory are eligible to participate in this subprogram.

RCx targets the existing commercial building stock, and is particularly relevant for medium to large non-
industrial building types including office, lodging, education, healthcare, laboratory, warehouse/storage,
supermarkets, and more. The primary target market for the RCx subprogram will be C&I customers
utilizing a building management system.

SEM targets existing large and very large commercial and industrial customers and building types, and is
particularly relevant to large energy users engaged in manufacturing processes. For SEM to be successful,
the subprogram will invest significant resources upfront to focus on recruiting and pre-qualifying customers
to participate in the subprogram. SEM's objective is to change a company’s focus and engagement with
energy management over the long-term, in a continuous manner. A core goal is to recruit customers who
demonstrate genuine and committed interest in working with PSE&G over a long period of time. These
“energy champions” will ideally include multiple staff at each company, placed in different departments
and various levels of seniority and decision making in the company.

Eligible measures will vary depending on the business segment served, but are likely to include at least the
following:

Optimizing chiller and boiler operations to better match building load conditions
Reducing ventilation in over-ventilated areas

Fixing ventilation dampers that are open when they should be closed, or vice versa

System rebalancing and decreasing supply air pressure set-point

Reducing supply air temperature and fan speed in air handling units

Aligning zone temperature set-points to match the building’s occupancy patterns
Operating equipment only when building is occupied or when equipment is needed
Lighting controls including occupancy/vacancy controls, photo-sensors, and timer controls
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Delivery Method

The RCx and SEM Programs will be delivered by a third-party implementation contractor(s). Both
subprograms require customer and trade ally involvement in the form of on-site access to existing
equipment, management protocols, and energy management/facilities staff.

To support the marketplace and develop a project pipeline, the following delivery strategies, among others,
will be pursued:

e Targeted Customer Outreach: Subprogram staff and their representatives will make outreach
efforts directly to PSE&G customers that own or operate facilities identified by internal screening
activity as potential participants. Factors considered in initial screening may include building
age/size/type and historical energy use patterns.

e Technical Customer Assistance: An important element of the C&Il Energy Management
Subprogram is the availability of technical support, guidance, training and orientation from
PSE&G’s third-party implementation contractor(s). Subprogram staff will be available to support
customers and determine if they may qualify for participation for either RCx or SEM. Depending
on the customer’s goals and likely energy savings potential, significant customer engagement may
be undertaken for the SEM subprogram.

e On-Site Implementation: Both the RCx and SEM subprograms require subprogram staff to visit
customer premises to identify energy savings opportunities (including through the logging and
analysis of energy consumption data) and develop strategies and solutions for acquiring these
savings.

The RCx subprogram will be delivered through a network of approved retro-commissioning service
providers (RSPs) operating in PSE&G’s service territory that have been trained in subprogram protocols
and participation processes. Once an application has been accepted, one of the expert engineering RSPs
conducts a detailed energy assessment to investigate and identify low-cost energy-saving operational
improvements through a systematic evaluation of energy using systems. RCx involves a series of steps to
qualify appropriate customers for participation and to ensure the subprogram will produce meaningful
energy savings. These steps may include:

e [Initial Customer Screening: Customer-submitted applications are reviewed to assess the
likelihood of energy savings. Customers may also be identified through a data analytics engine
using PSE&G data and through data acquired via the Business Energy Reports Pilot or other
methods.

e Project Scoping: The building owner or primary representative will be contacted by PSE&G
subprogram staff or their representatives to schedule a time for an on-site visit. This visit will entail
inspecting the building and major energy using equipment, reviewing past energy consumption,
and identifying preliminary opportunities for energy-use reduction.

e Agreement and Implementation: A rigorous evaluation of building systems is conducted and an
incentive agreement is finalized with the customer regarding project measures, implementation
strategy, and incentives.

e Follow-up: Additional training may be provided to building owners/operators after completion of
an RCx project to ensure savings persistence.

Example SEM implementation efforts also include the following:

e Onsite Energy Management Assessment: Identify current strengths and weaknesses in existing
energy management practices.
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e Metering Training: Instruction on the use of metering equipment to identify energy saving
opportunities and an introduction to energy modelling.

e Coach-led Training Sessions: Targeted at any combination of building operations/facilities staff,
management personnel, and other company staff, training sessions are used to build awareness and
detect inefficient operating practices.

e Benchmarking: Energy consumption benchmarking is a key aspect of SEM, and both baseline and
ongoing energy use monitoring strategies are employed to encourage data-driven energy
management and short-term feedback.

Proposed Incentives

Incentives will be reviewed periodically with the input of subprogram staff and broader feedback from the
marketplace to ensure the incentive design is optimally driving energy savings and participation. The
incentive design structure and payment per first year kWh and therm saved may be different between the
RCx and SEM subprogram participants. Additionally, incentive levels may vary depending on the end-use
where the savings are achieved, and the overall comprehensiveness and estimated longevity of the energy
savings. These incentives are subject to change based on final subprogram design and the go-to-market
implementation plan.

Marketing Approach

The C&I Energy Management Subprogram will engage with customers at multiple levels, including
through a combination of direct outreach by subprogram staff and representatives, web-based engagement
and information, digital advertising, and hard-copy materials to promote awareness among trade allies and
customers. Engagement with building and facilities managers for large commercial and industrial customers
will all be an important pathway for PSE&G to present information about the subprogram, raise awareness,
and encourage participation. PSE&G’s brand and its relationships with these customer types will drive
participation. The subprogram will leverage PSE&G’s existing relationships with customers through
subprogram staff and account management team.

Education and promotional materials will be developed for building owners and operators to reinforce the
benefits of energy efficiency improvements and improved systems performance, including educational
brochures, customer and market provider seminars, subprogram promotional material, and website content.

The marketing strategy will identify key customer segments and vertical markets for targeting, and will
prepare specific outreach activities for these customers. The strategy will be designed to inform customers
of the availability and benefits of the subprogram and how they can participate in the RCx or SEM
subprograms.

The marketing and communications plan will include:

e Creating and updating Subprogram Fact Sheets, Case Studies
e Hosting an annual Subprogram product knowledge workshop
e Participating in local conferences and industry events to promote the RCx and SEM programs

Contractor Role

PSE&G will administer and manage the overall subprogram with the support of third-party implementation
contractor(s). The third-party implementation contractor will have responsibility for the majority of delivery
tasks and customer outreach on behalf of PSE&G. It is anticipated that this third-party implementation
contractor will work closely with PSE&G to optimize the subprogram’s strategic direction including, but
not limited to, conducting the following tasks:

23



EXHIBIT A
Page 88 of 270

ATTACHMENT 1

Customer outreach/subprogram delivery strategy

Select, train and manage network of RCx trade ally contractors
Energy modeling and equipment metering

Leading SEM coaching and engagement sessions

Incentive levels and strategies

Marketing

Customer satisfaction

Subprogram data tracking

Rebate processing

PSE&G will select a qualified third-party implementation contractor (or contractors) based on, but not
limited to, the following factors:

Technical Approach

Organizational and Management Capability
Experience

Cost

1.3.5. C&I Engineered Solutions
The C&I Engineered Solutions Subprogram will provide tailored energy efficiency assistance to public
service entities, such as municipalities, universities, schools, hospitals (MUSH), non-profit entities and
multi-family facilities. The subprogram will provide expert-guided service throughout delivery to assist
customers in identifying and undertaking large energy efficiency projects on-site, while requiring no up-
front funding from the customer.

Through this subprogram, customers will be provided with an in-depth audit of their facilities, as well as a
detailed assessment and recommendation of energy efficiency measures that could be economically
installed. Customer incentives are determined on a project-by-project basis, and participants may select
their preferred installation providers. In addition to the calculated project-by-project incentive, participants
will have the option to pay back the non-incentive portion of the project costs through interest free on-bill
repayments over a period of five years (and ten years for HMFA qualified multi-family facilities). Through
this subprogram design, participants in market segments that have typically been underserved are able to
achieve greater energy savings.

Market Segment/Efficiency Targeted

C&l public service (MUSH), non-profit, and multi-family entities located within PSE&G’s electric and/or
natural gas service territory are eligible to participate in this subprogram. The subprogram will provide
energy audits and incentives to entities that directly serve the public, but often have difficultly investing in
energy efficiency. The measures included in this subprogram may include HVAC, building envelope,
motors, lighting, controls, energy storage, and other energy consuming equipment.

Delivery Method
PSE&G will retain qualified vendors to undertake the audit and engineering services required to deliver
this subprogram. Participants will contract with their preferred installation providers to install the measures
included in projects.

The subprogram delivery will typically occur in four steps:
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e Audit: PSE&G shall assess the required level of American Society of Heating, Refrigerating, and
Air Conditioning Engineers (ASHRAE) audit to perform, based on the complexity of the facility
and the potential energy efficiency measures; an investment grade audit may not be required for all
facilities. The selected PSE&G vendor will then perform the appropriate level energy audit and
prepare a customized audit report that includes a list of recommended energy efficiency upgrades.
PSE&G and its representatives will then review the recommended energy efficiency upgrades with
the customer to determine whether to proceed with a project.

e Engineering Analysis of Project: Based on the audit results, an engineering analysis may be
required. PSE&G will conduct a screening of the payback and project cost effectiveness and select
a set of approved energy efficiency measures for the project. The subprogram engineering vendor
will prepare bid-ready documents and work with the participant to prepare a project scope of work,
which will be used by the customer to obtain installation cost estimates for the project.

o Scope of Work/Contractor Bids: The participant will issue a scope of work to obtain bids to
complete the identified project. PSE&G, the subprogram engineering vendor and the participant
will review and evaluate the bids/costs received, with the participant making the final decision on
bid selection. Following bid selection, the proposed project is again screened for cost effectiveness
and the participant is presented the funding commitment proposal from PSE&G. Once (i) the
participant and PSE&G have executed the funding commitment and (ii) the installation provider
and the participant have executed applicable agreements and contracts, the first progress payment
equal to approximately 30% of the installation cost can be issued to the customer to initiate the
project (Stage 1 Progress Payment).

e Measures Installation and Inspections: PSE&G and the energy engineering vendor, acting as
construction administration agent, will monitor project progress. Upon verification of satisfactory
project progress, a series of Stage 2 progress payments up to 50% of total project commitment can
be issued. When the project is 100% complete, a final project true-up, and final inspection are
undertaken. The final payment based on the results of project true-up is determined and issued only
if the final inspection is successfully completed and approved. If the final costs are less than the
estimated project commitment, the final payment will be adjusted down to reflect the actual costs.
If the final costs are greater than the estimated project commitment, the final payment will not be
adjusted and will be paid according to the executed agreements and contracts specifying original
costs.

The progress payment schedule described above is designed to ensure that building owners can pay their
contractors on a timely basis. Project progress and the project cash flow will be monitored and verified by
PSE&G or a designated third-party implementation contractor.

Proposed Incentives

The subprogram will provide a 100% incentive for an up-front ASHRAE Level I, II, or Il audit. The
specific audit level will be determined based upon the type, size, and age of the facility. In addition, PSE&G
will buy-down the simple payback of the recommended energy efficiency project cost for approved
measures by up to six years, with the resulting payback not less than three years. After the project incentive
buy-down, the remaining project costs may be funded by the subprogram with participants repaying the
balance of the project costs on-bill.

PSE&G will retain the option and flexibility to adjust the incentive offered to participants to enable a whole-
building approach that will include additional ECMs in the project.

The full cost of the energy efficiency projects (including engineering, transaction costs and cost of
construction) will be covered through a combination of subprogram incentive and customer repayments.
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Marketing Approach

PSE&G will leverage existing relationships with municipalities, universities, schools, and other public
agencies to promote the subprogram and will conduct further outreach through school, university, and
municipal associations. In addition, PSE&G will generate a marketing campaign to hospitals, healthcare
facilities, non-profits, and multi-family agencies to increase awareness of the subprogram. The subprogram
will leverage PSE&G’s existing relationships and communication channels with customers through
subprogram staff and account management team.

Contractor Role

PSE&G will select qualified subprogram participating vendors to undertake all auditing and engineering
work associated with the subprogram. Participants are permitted to select their preferred installation
providers to complete work on-site. PSE&G may also utilize a third-party implementation contractor to
assist in the outreach, marketing, and trade ally coordination, to support the large number of municipalities
and schools within the PSE&G service territory. The installation provider will adhere to the project
specifications set forth by PSE&G and the engineering vendor and approved by the participant. The third-
party implementation contractor will also monitor participation to assess the effectiveness of outreach
efforts, incentive levels, delivery methods, and vendor availability and provide suggestions for
improvement.

To select a qualified third-party implementation contractor, PSE&G will prioritize criteria such as:
e Experience delivering similar subprograms or initiatives

e Resources and marketing strength
e Cost effectiveness
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APPENDIX A - MEASURE-LEVEL DETAILS

The chart below contains preliminary measure-by-measure details used to develop the subprograms. It is anticipated that incentive levels may
change prior to and during the implementation of each Subprogram.

Table 1. Measure Level Details

Primary Modeled
Subprogram Name Measure Fuel Type Unit Basis AVG
Incentive
Res Eff Products Storage WH, EF=0.82 GAS per water heater $125.00
Res Eff Products Instant WH, EF>=0.82 GAS per water heater $150.00
Res Eff Products Heat Pump WH ELEC per water heater $400.00
Res Eff Products Circulator with demand control GAS per water heater $40.00
Res Eff Products Indirect water heater with Energy Star hot water boiler GAS per water heater $400.00
Res Eff Products Condensing Boiler 90-95% GAS Per Boiler $400.00
Res Eff Products ENERGY STAR RAC ELEC Per Room AC $50.00
Res Eff Products ENERGY STAR CAC (16 SEER 13 EER) ELEC Per Air Conditioner $400.00
Res Eff Products ENERGY STAR Fan ELEC Per Fan $15.00
Res Eff Products ENERGY STAR Mini Split HP ELEC Per Heat Pump $400.00
Res Eff Products SEER 18 HSPF 8.5, installed according to specifications ELEC Per Heat Pump $450.00
Res Eff Products ENERGY STAR heat pump ELEC Per System $450.00
Res Eff Products WiFi thermostat ELEC Per Thermostat $100.00
Res Eff Products WiFi thermostat GAS Per Thermostat $75.00
Res Eff Products Condensing Furnace 95-97% GAS Per Furnace $400.00
Res Eff Products VRF Heat Pump ELEC Per VRF System $400.00
Res Eff Products Most efficient Direct Unit Heater available GAS Per Direct Heater $400.00
Res Eff Products ECM circulator pump ELEC Per pump $75.00
Res Eff Products ECM Motor ELEC Per HVAC system $100.00
Res Eff Products Condensing boiler combo GAS Per Water Heating System $350.00
Res Eff Products Properly maintained CAC, 2.6 ton ELEC Per AC System $25.00
Res Eff Products ENERGY STAR Freezer ELEC per Freezer $75.00
Res Eff Products ENERGY STAR Most Efficient Refrigerator ELEC per Refrigerator $75.00
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Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
Res Eff Products
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Heat Pump Clothes Dryer

EnergyStar Side-Loading Clothes Washer
EnergyStar Side-Loading Clothes Washer
EnergysStar Ceiling Fan, no light
EnergyStar Portable Dehumidifier
Energy Star Dryer

Energy Star Dryer

Energy Star Air Cleaner

Energy Star Television

Energy Star 5.0 TV Set Top Box

Energy Star 7.0 LCD Monitor

ECM Whole Home Fan

Induction Cooktop Stove

Variable Speed Pool Pump

Above ground pool with pump timer
LED Screw-in General Service Lamp
Networked/ Connected - Indoor LED Lamp
LED Replacement Lamp (Tube)

LED ENERGY STAR Fixture

Networked/ Connected - Indoor LED Luminaire

LED Outdoor Flood Light Fixture
LED Nightlight

Manual Dimming Control All Types
Occupancy Sensor

Daylighting Control

Low flow aerator

Low flow aerator

Low flow showerhead
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ELEC
GAS

ELEC
ELEC
ELEC
ELEC
GAS

ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
GAS

GAS

per dryer

Per Clothes Washer
Per Clothes Washer
per Ceiling Fan

per Dehumidifier
per Dryer

PER DRYER

per Air Cleaner

per Television

per TV Set Top Box
Per Monitor

per Fan

per stove

per in-ground pool

per above-ground pool

Per Bulb
Per Bulb
Per Bulb
Per Fixture
Per Fixture
Per Fixture
Per Bulb
Per Bulb
Per Bulb
Per Bulb
per faucet
per faucet

per shower
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$75.00
$75.00
$75.00
$15.00
$35.00
$50.00
$50.00
$50.00
$10.00
$1.50
$2.50
$15.00
$25.00
$250.00
$10.00
$3.00
$5.00
$3.00
$10.00
$10.00
$5.00
$1.59
$2.21
$5.33
$5.00
$6.00
$7.00
$8.00



Res Eff Products

Res Eff Products

Res Eff Products

Res Eff Products

Res Eff Products

Res Eff Products

Res Eff Products

Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes

Res Existing Homes
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Low flow showerhead

Pipe wrap (hot water)

Pipe wrap (hot water)

Secondary Freezer Not Replaced
Secondary Refrigerator Not Replaced
Smart (Tier 1) Power Strip

Advanced Smart (Tier 2) Power Strip
Sealed duct in unconditioned spaces
Ground Source Heat Pump

ENERGY STAR RAC

ENERGY STAR CAC (16 SEER 13 EER)
ENERGY STAR heat pump

VRF Heat Pump

Fan system with heat recovery

Properly installed CAC

Added Desuperheater

Drainwater Heat Exchanger

LED Screw-in General Service Lamp
Networked/ Connected - Indoor LED Lamp
LED Replacement Lamp (Tube)

LED ENERGY STAR Fixture
Networked/ Connected - Indoor LED Luminaire
LED Outdoor Flood Light Fixture

LED Nightlight

Manual Dimming Control All Types
Occupancy Sensor

Daylighting Control

Condensing Boiler 90-95%
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ELEC
GAS

ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
GAS

ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
GAS

per shower

per house

per house

per Freezer

per Refrigerator

per smart power strip
per advanced power strip
Per Household

Per GSHP

Per Room AC

Per Air Conditioner
Per System

Per VRF System
Per Fan System

Per Air Conditioner
per GSHP

per house

Per Bulb

Per Bulb

Per Bulb

Per Fixture

Per Fixture

Per Fixture

Per Bulb

Per Bulb

Per Bulb

Per Bulb

Per Boiler
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$9.00
$10.00
$10.00
$75.00
$75.00
$15.00
$25.00
$150.00
$450.00
$35.00
$450.00
$350.00
$350.00
$300.00
$50.00
$250.00
$300.00
$10.00
$10.00
$5.00
$8.00
$10.00
$5.00
$2.00
$2.00
$5.00
$5.00
$400.00



Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes

Res Existing Homes
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Condensing Furnace 95-97%

Low flow aerator

Low flow aerator

Low flow showerhead

Low flow showerhead

Pipe wrap (hot water)

Pipe wrap (hot water)

Standard flow showerhead with TSV
Water Heater set to 120F

Instant WH, EF>=0.82

WH timer

Single-Pane window with low-E film
Home that has air sealing performed
Home that has air sealing performed
Insulated ductwork

Home with insulated basement
Home with insulated ceiling roof
Home with insulated knee walls
Home with insulated rim joists
Home with insulated walls

Insulated ductwork

Home with insulated basement
Home with insulated ceiling roof
Home with insulated knee walls
Home with insulated rim joists
Home with insulated walls

Boiler with reset controls

Insulated piping
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GAS
ELEC
GAS
ELEC
GAS
GAS
ELEC
ELEC
ELEC
GAS
ELEC
ELEC
ELEC
GAS
GAS
GAS
GAS
GAS
GAS
GAS
ELEC
ELEC
ELEC
ELEC
ELEC
ELEC
GAS
GAS

Per Furnace

per faucet

per faucet

per shower

per shower

per house

per house

per shower

per water heater
per water heater
per water heater
per living unit
per house

per house

per living unit
per house

per house

per house

per house

per house

per living unit
per house

per house

per house

per house

per house

Per Boiler

Per Household
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$400.00
$4.00
$4.00
$11.00
$11.00
$22.00
$22.48
$34.00
$5.00
$300.00
$5.00
$138.60
$350.00
$350.00
$300.00
$500.00
$500.00
$400.00
$350.00
$350.00
$500.00
$500.00
$500.00
$350.00
$350.00
$500.00
$200.00
$11.00



Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Existing Homes
Res Behavior

Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res K-12 Education
Res New Construction
Res New Construction
Res MF

Res MF

Res MF

Res MF

Res MF

Res MF

Res MF

Res MF
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HVAC system sized according to Manual J

Heat Pump operating according to specifications
Properly maintained furnace

Steam heating system with properly adjusted vents
Secondary Freezer Not Replaced

Secondary Refrigerator Not Replaced

Smart (Tier 1) Power Strip

Advanced Smart (Tier 2) Power Strip

Home Energy Reports

K-12 Education Behavior (HER)

K-12 Education Behavior (HER)

Low flow aerator

Low flow aerator

Low flow showerhead

Low flow showerhead

LED Screw-in General Service Lamp

Networked/ Connected - Indoor LED Lamp

LED Nightlight

Res New Construction - Per Home Gas Component
Res New Construction - Per Home Elec Component
Home Energy Reports

Home Energy Reports

Low flow aerator

Low flow aerator

Low flow showerhead

Low flow showerhead

Standard flow showerhead with TSV

Smart (Tier 1) Power Strip
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ELEC
ELEC
GAS
GAS
ELEC
ELEC
ELEC
ELEC
ELEC
GAS
ELEC
ELEC
GAS
GAS
ELEC
ELEC
ELEC
ELEC
GAS
ELEC
ELEC
GAS
ELEC
GAS
GAS
ELEC
ELEC
ELEC

Per System

Per Heat Pump
Per Furnace

Per household
per Freezer

per Refrigerator
per smart power strip
per advanced power strip
per report

per report

per report

per faucet

per faucet

per shower

per shower

Per Bulb

Per Bulb

Per Bulb

per living unit
per living unit
per report

per report

per faucet

per faucet

per shower

per shower

per shower

per smart power strip
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$125.00
$75.00
$25.00
$40.00
$50.00
$50.00
$20.00
$30.00
$11.00
$0.00
$0.00
$4.00
$4.00
$11.00
$11.00
$9.00
$41.00
$9.00
$1,250.00
$1,250.00
$6.00
$6.00
$4.00
$4.00
$11.00
$11.00
$34.00
$33.00



Res MF

Res MF

Res MF

Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible
Income Eligible

Income Eligible
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Advanced Smart (Tier 2) Power Strip
LED Screw-in General Service Lamp
LED Nightlight

Condensing Furnace 95-97%
Condensing Boiler 90-95%

LED Outdoor Flood Light Fixture
LED S