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BY THE BOARD:

Background and Procedural History

On January 13, 2008, L. 2007, c. 340 (“Act”) was signed into law by former Governor Corzine
based on the New Jersey Legislature's findings that energy efficiency and conservation measures
and increased use of renewable energy resources must be essential elements of the State’s energy
future, and that greater reliance on energy efficiency, conservation, and renewable energy
resources will provide significant benefits to the citizens of New Jersey. The Legislature also found
that public utility invoivement and competition in the renewable energy, conservation and energy
efficiency industries are essential to maximize efficiencies. N.J.S.A. 26:2C-45.




Pursuant to Section 13 of the Act, codified as N...S.A. 48:3-88.1 (a)(2), an electric or gas public
utifity may, among other things, invest in Class | renewable energy resources or offer Class |
renewable energy programs in its service terrifory on a regulated basis. Such investment in
renewable energy, energy efficiency and conservation programs may be eligible for rate treatment
approved by the New Jersey Board of Public Utilities ("Board”), including a return on equity, or other
incentives or rate mechanisms that decouple utility revenue from sales of electricity and gas.
N.J.8.A 48:3-98.1(b). Ratemaking treatment may inciude placing appropriate technology and
program cost investments in the utility's rate base, or recovering the utility's technology and
program costs through another ratemaking methodology approved by the Board. An electric or gas
public utility seeking cost recovery for any renewable energy, energy efficiency and conservation
programs pursuant to N.J.S.A. 48:3-98.1 must file a petition with the Board.

August 2012 Filing

On August 1, 2012, Public Service Electric and Gas Company (‘PSE&G" or “Company”) filed the
instant petition with the Board. By letter dated August 31, 2012, Board Staff notified PSE&G that
the filing was administratively incomplete. On September 12, 2012, PSE&G submitted a
supplemental filing to address the deficiencies oullined in the August 31 leiter from Staff.
Subsequently, Board Staff notified PSE&G that with the information submitted in the September 12
supplemental filing, the filing was administratively complete.’

In the petition, PSE&G seeks approval to extend its current Solar 4 All Program through the addition
of four distinct segments. ("S4AE Program”). Under the proposal, PSE&G would develop an
additional 136 megawatt (“MW") dc of solar photovoltaic systems. As proposed, PSE&G would own
and operate all solar systems built under the S4AE Program. It is estimated that the S4AE
Program’s capital investment would be approximately $690 million over a five year period. PSE&G
proposes to recover ail S4AE Program costs through a new component of the Regional
Greenhouse Gas Initiative Recovery Charge.

The proposed segments are as follows:

Segment A- Landfills and Brownfields (90 MW) - With a proposed investment of approximately,
$474 million, PSE&G proposes to invest in properties that cannot be productively utifized because
of past or current site conditions. These sites would include (a) sanitary landfill facilities or portions
of sanitary landfill facilities for which performance is complete with respect to all activities
associated with the design, installation, purchase or construction of all measures, structures, or
equipment required by the Department of Environmental Protection; {b) any former or current
commercial or industrial sites that are currently vacant or underuilized and on which there has
been, or there is suspected to have been, a discharge of contaminant ("brownfields™); {(¢) areas that
include large volumes of “non-indigenous material” or fill; and (d) underutilized sites owned by
governmental entities such as unused lands surrounding state prisons (collectively, “Non-
Productive Sites”).

Segment B - Warehouse Roofs (20 MW)- PSE&G proposes to invest approximately $74 million in
solar systems on warehouse roofs on commercial and industrial facilities. The Company estimates
that the 20 MW would be compieted with approximately six to ten transactions. This segment
would be directed at owners of buildings with roofs of approximately 50,060 square feet.

'N.J.S.A 48 3-98.1 requires the Board to decide cost recovery issues within 180 days. Pursuant to the Board Order issued in response
fo a further statutory directive within that section, Board Staff must review a petition for completeness within 30 days and, when a petition
is determined to be complets, set the baginning of the 180-day period. UM/Q Eleciric Public Utilities and Gas Public Wtilities Offering
Energy Efficiency_and Conservation Programs, Investing in_Class | Renewable Energy Resources, end Offering Class | Renewable
Energy Programs [n their Respective Service Territories on_a Regulated Basis Pursuant fo N.J.8.A. 48:3-08.1, Dkt. No. EG08030164
(May 8, 2008). Accordingly, the 180-day period for a Board determination commenced on September 12, 2012. However, by QOrders
dated January 23, 2013 and March 20, 2013, the Board approved extensions of the 180 days, with the most recent exiension until
May 31, 2013, approved by its Order dated April 30, 2013.
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Segment C - Parking Lots (25 MW) - This proposed segment would focus on existing or proposed
commercial, refail, industrial, municipal, professional, recreationai, transit, commuter, entertainer
compiex, multi-use, or mixed-use parking lots with a capacity of 350 or more vehicles. The
proposed budget for this segment is $133 million. PSE&G asserts that it will consider projects that
can provide additional revenues sources, such as advertising or electric vehicle charging, to
potentially reduce the overall cost of the S4AE Program to ratepayers. PSE&G estimates that the
segment can be completed with approximately 5-15 projects of various sizes.

Segment D - Pilots and Demonstrations (1 MW) - With an approximate investment of $9 million,
PSE&G proposes to operate pilot or demonstration solar systems, soliciting projects from both
industry and academia. The primary focus of the pilot programs would be to integrate solar power
with energy storage; however, other proposals that attempt to lower the overall cost of sclar power
and more fully integrate solar into the distribution grid, or otherwise show a dual benefit to solar
power, will also be considered. PSE&G states that the primary objeclives in this segment are to
study the physical operation of the pilot technology and to gather data to better undersiand its
impact on cost and overall effect on the distribution system.

By Order dated October 23, 2012, the Board retained this matter for review and hearing as
authorized by N.J.8.A, 48:2-32, and designated President Robert M. Hanna as the presiding officer
in this proceeding. Subsequently, by Order dated November 19, 2012, President Hanna approved
a procedural schedule in this matter. By Orders dated January 15, 2013 and February 21, 2013,
President Hanna approved revised procedural schedules. By Orders dated January 23, 2013,
March 20, 2013, and April 30, 2013, the Board approved stipulations extending the 180 day review
period. Per the April 30, 2013 Order, the 180 day review period will end on May 31, 2013.

Motions for intervention were received from the New Jersey Large Energy Users Coalition
(“NJLEUC?), WattLotts, LLC (“WattLotts"), The Sclar Energy Industries Association ("SEIA"), the
Mid-Atlantic Solar Energy Industries Association ("MSEIA"), Petra Solar, Prologis, the New Jersey
Solar Industry Manufacturers Association, SunDurance Energy ("SunDurance’), KDC Solar LLC
(*KDC Solar’), and the New Jersey Solar Energy Coalition (*"NJ SEC”). A motion to participate was
filed by Atlantic City Electric Company. By Order dated November 28, 2012, President Hanna ruled
on motions to intervene that had been filed as of that date. By various Orders since then, the
additional parties were added to this proceeding with each new party agreeing to adhere to the
adopted schedule.

After notice in newspapers in general circulation within the service territory, public hearings were
held on Navember, 27, 2012 in New Brunswick, November 29, 2012 in Hackensack, and December
4, 2012 in Mt. Holly. Nine members of the public atiended.

On January 18, 2013, the New Jersey Division of Rate Counsel ("Rate Counsel”) filed its direct
testimony in this proceeding. In addition, SEIA, WattLots, SunDurance, Petra Solar and KDC Solar
filed direct testimony in this matter. PSE&G filed its rebuttal testimony on February 4, 2013. In
addition, SEIA filed rebuttal in response to the direct testimony filed by WattLots,

On February 8, 2013, Rate Counsel filed a motion in limine {o strike testimony filed by PSE&G
which included a cost of equity study and extensive financial analysis and testimony of Company
witness, Jorge Cardenas. In the alternative, Rate Counsel requested a sixty day extension {o issue
discovery on the rebuttal testimony and to present written surrebuttal testimony. On February 13,
2013, PSE&G filed its response to Rate Counsel's motion maintaining that the challenged testimony
was properly submitted under the schedule and responsive to Rate Counsel's testimony. Following
discussions among the parties, a revised schedule allowing time for written surrebuttal and limited
discovery thereon was developed. On March 1, 2013, Rate Counsel filed its surrebutiai testimony.
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Commissicner Joseph L. Fiordaliso presided over evidentiary hearings for this matter as a designee
of President Hanna. Evidentiary hearings were held at the Office of Administrative Law in Newark
on March 18, 18, and 21, 2013, Petitioner presenied witnesses Paul Moul, Stephen Swetz, and
Terrence Moran; Rate Counse! presented witnesses Andrea Crane, Matthew Kahal, and David
Dismukes; WattLots presented witness Lance R. Miller; and SEIA presented witness Katie Bolcar
Rever. Briefs were filed on April 12, 2013. :

Litigated Positions of the Parties

PSE&G

in its post-hearing brief, PSE&G asserts that there is substantial evidence in the record supporting
approval of the Extension Program, the proposed cost recovery mechanism, and requested return
on equity. PSE&G brief at 1-2. PSE&G claims that its program is consistent with New Jersey's
renewable energy law and Energy Master Plan policy which it characterizes as emphasizing solar
development on “underutifized and particutarly challenging properties.” |d. at 2. PSE&G also states
that representatives of organized labor and interveners representing the solar industry have testified
that PSE&G's program will have a positive impact on jobs and the New Jersey economy. |d. at 3 1n
addition, PSE&G states that the increase in the number of large grid-supply projects relative to the
number of smalier projects has increased the uncertainty in the solar 'pipeline’ and makes the
Extension Program desirable as a means of ensuring the continued development of solar projects,
particularly upon underutilized spaces. Id. at 4-5. According to PSE&G, the rate impacts would be
just and reasonable because a typical residential ralepayer would experience a rate increase of
less than $0.75 per month, Id. at 5. With respect to the cost recovery mechanism and the use of
the return on equity from the most recent base rate case, PSE&G poinis out that the same
methodology was used in unanimous stipulations in several previous cases. |d. at 5-6 PSE&G
further points to the testimony of its expert witness that an appropriate return on equity ("ROE")
would be 10.875%, and that the requested 10.3% is thus plainly reasonable. In addition, PSE&G
cites the testimony of one of its employees that the higher ROE would heip to ensure
management’s continued commitment to best practices. ld. at 6-7.

Rate Counsel

Rate Counsel opposes the S4AE Program stating “there is simply no need for the program.” Rate
Counsel brief at 1. Rate Counsel asserts that the proposed rate recovery mechanism requires
ratepayers to pay for administrative costs in violation of the Board's May 23, 2012 Order, ’and the
program would add ancther “pass through” rate recovery mechanism to a number of similar
mechanisms. |d. at 3. Rate Counsel also disagrees with the Company’s proposal to use the
weighted average cost of capital (‘WACC") approved in its last base rate case, including a 10.3%
return on equity. |bid. Rate Counsel argues that the WACC proposed is excessive relative to
current market conditions and does not give consideration to the fact that the clause-type recovery
mechanism poses less risk than recovery of costs through base rates. |d. at 3. Rate Counsel
believes the cost of the program is high, the actual burden on ratepayers is uncertain, and the
Company’s estimated revenue credits are overstated. |d, at 31. Rate Counsel believes "PSE&G is
proposing to be compensated handsomely for virtually risk-free investments while at the same time
interfering with and destabilizing the solar market and negatively affecting its residential and
business ratepayers and the State's economy as a whole.” Id. at 4. Rate Counsel asserts that the
S4AE is inconsistent with State policy as the program “would be anticompetitive, would de-stabilize
the State's SREC market, and would create negative impacts on New Jersey's economy.” id. at 10.

2n re the Review of Utility Supported Solar Programs, Docket No, EQ11050311V.
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Petra Solar

Petra Solar, a manufacturer of furnkey solar facilities, fully supports the Extension Program, stating
that it is consistent with State and Board policy to promote solar energy, particularly within under-
utilized market sectors. Petra Solar brief at 1-2, 3-4. More specifically, Petra Solar asserts that
certain government assets, such as State-owned transportation assets and rights-of-way, are
particularly suited to this segment. [d. at 5. Petra Solar further attests that the Extension Program
will add only an incremental 2.27 MW per month and that this amount is unlikely to "crash” the
market. Id. at 7. In addition, Petra Sofar points to itseif as an example of a solar business that has
created jobs and economic growth since its founding in 2009, and claims that the impact upon
ratepayers would be, on average, only $0.68 per year. Id. at 7, 8.

KDC Solar

KDC Solar, a New Jersey based developer of net metered solar facilities, opposes the S4AE
Program, arguing that it is not needed as New Jersey's solar market already has a substantial
number of installations and installed capacity resulting in a significant oversupply of SRECs. KDC
brief at 8. As a direct competitor of PSE&G with respect to the kinds of projects proposed in the
S4A Extension Program, KDC Solar asserts that the program directly and adversely impacts market
competition. Id. at 3. Arguing that the program would continue to use ratepayer monies f{o
guarantee PSE&G’s investment in the solar energy assets, KDC Solar believes that PSE&G would
have an unnecessary and unfair competitive edge in the marketplace. 1d. at 3. KDC Solar believes
that “as proposed, the S4A Extension Program significantly expands both the size and duration of
the Solar 4 All Program — directly and adversely impacting market competition.” tbid. KDC Solar
suggests that should the Board decide to proceed with the S4A Extension Program, it should be
limited to subsidizing PSE&G’s development of solar energy facilities for solar projects that test and
demonstrate emerging technologies and/or where the market has not been able to develop. Id. at 6.
KDC Solar argues that the program should be reduced to 20-40 MW limited to solely new solar
technologies and/or fandfills, where the market has not been developed. Id. at 8. KDC Solar
further asserts that the program should not generate SRECs but be financed on a rate-based
model, 1bid.

SunbDurance

SunDurance, a company involved in the development, construction and design of large scale solar
facilities, agrees with PSE&G’s assertion that the petition will have a major and beneficial impact on
the scope, nature and pace of solar project development in New Jersey. SunDurance claims the
market segments being proposed in the petition are underserved because the projects are more
costly due to the barriers to develop, design, and construct. Sundurance brief at 4-5. SunDurance
does, however, share the concern of other interveners that PSE&G’s refative immunity to the
prevailing market value of SRECs poses a risk of over-supply. ld. at 6.

sunDurance recommends measures be adopted to encourage PSE&G to hire solar industry firms,
through a competitive process, in order to promote the growth of the New Jersey solar industry, and
be preferred over PSE&G using its own labor and potentially competing with solar coniractors. id. at
7. SunDurance further recommends that provisions be implemented to ensure that PSE&G
considers non-productive sites that are brought to it by developers capable of delivering a
completed project to PSE&G, in addition to sites developed by PSE&G and bid out for construction.
[bid.
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MSEIA

MSEIA, an association of solar developers and installers, argues that the Board should accept the
petition, but modify it, and define the program size according to a megawatt total. MSEIA believes
that the injection of SRECs into the market during a time of critical oversupply (which it believes to
be the case for the next three to five years) would have a serious and potentially devastating effect
on the local solar business community, and the New Jersey solar industry as a whele. Id. at 2.

Regarding the segments, MSEIA argues that the Warehouse Rooftop and the Parking Lot
segments should be eliminated and the capacity associated with these segments reallocated to the
other two segments. 1d, at 4. MSEIA believes that the Pilots and Demonstrations segment should
be increased to at least ten MWs, and perhaps as much as twenty MWs. [bid. Finally, MSEIA
argues that the program size should be defined by a total MW capacity, as opposed to a doliar limit
as presently proposed. Based on its observation, MSEIA asserts that the current installed prices for
solar power systems are considerably lower than those which seem to be embodied in the
proposed investment total. Id. at 3, 4.

SEIA

SEIA, a national trade association of sclar businesses, opposes the PSE&G S4AE arguing that the
Company has not demonstrated a need for the program; further, Petitioner has not shown that the
program will not have a detrimental effect on the competitive solar market. SE|A brief at 5. SEIA
argues that the S4AE Program may benefit PSE&G shareholders and certain specific solar
companies but it is certain to have a detrimental effect on the larger competitive solar market. lbid.
SEIA argues that the S4AE Program will not add jobs or environmental benefits; rather, the
extension will simply displace the jobs and environmental benefits that would have been created by
private competitive sotar development. lbid. SEIA adds that PSE&G claims sectors such as
warehouse rooftops and parking lots are “under-utilized" but these projects are presently being built
by the competitive market and do not need the “boost” that PSE&G claims to be offering. Id, at 6.

SEIA suggests that if the Board decides to approve the S4AE Program, the program shouid be
reduced in size. Id. at 17. SEIA also suggests that the Board authorize PSE&G's recovery of its
costs through mechanisms outside the SREC market, and impiement a control mechanism
authorizing the Program’s SRECs only under identified market conditions. [d. at 18.

Wattl ots

Wattiots, a company specializing in innovative designs for the solar industry, supporis PSE&G's
S4AE Program, stating that the program is consistent with law and Board policy. Wattlots brief at 3.
Wattlots asserts that the program will assist the Board in meeting the RPS requirements. Id. at 10.
Wattlots aiso supports the program because the legisiature views the EDC participation in
renewable energy programs essential to maximize efficiencies. Id. at 6. Wattlots believes that the
Parking Lot segment should be approved because this segment is not being served. Id. at 8.
Wattlots anticipates adding hundreds of additional jobs if the program is approved as filed. id. at 11.
Wattlots attests that the program would allow the company the opportunity to scale its production,
thus reducing costs and providing the financial certainty needed to continue the deveiopment of
innovative technologies. Id, at 11.

New Jersey Large Energy Users Coalition (NJLEUGC)

NJLEUC opposes the S4AE Program, arguing that because the program would be fully subsidized
by ratepayers, PSE&G shareholders would obtain a substantial, risk-free return on their
investments without being required to assume any of the normal risks inherent in the solar
business. NJLEUGC brief at 2-3. NJLEUC argues that PSE&G would be a highly advantaged, price
insensitive actor in the solar market that has a strong potential to “crowd out® other developers,
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thereby undermining the competitive model that the State has tried to develop, as well as
depressing the price of SRECs for its competitors by increasing the existing over-supply. Id. at 3.
NJLEUC points to PSE&G's testimony that total program costs through 2037 are approximately
$1.864 billion, and states that these costs will be still higher if, as NJLEUC deems likely, PSE&G
has over-estimated the offsets produced by sales of SRECs, energy, and capacity. Id. at 4-5.
NJLEUC also criticizes PSE&G's proposal to recover administrative costs from ratepayers, afleging
that such recovery would violate the Board's May 23, 2012 Order requiring that administrative fees
be paid by solar developers or generation customers. Id. at 6. NJLEUC asserts that recovery of
S4AE Program costs through a clause amounts to single-issue ratemaking, and further objects to
the requested 10.3% return on equity as excessive in the current market climate and inappropriate
to an investment NJLEUC sees as "risk-free.” |d. at 6-8,

New Jersey Solar Industries Manufacturer's Association (NJSIMAY

NJSIMA, a nonprofit representing solar industry manufacturers, supports the S4AE Program, with
several modifications, as one which incorporates innovation and which will create “green-collar”
jobs. NJSIMA brief at 4. The commenter wishes to see the inverters used in the landfill, parking lot,
and warehouse roof segments as making these projecis “microgrid-ready;” to have the capacity of
the pilot/demonstration segment increased from one MW to three MW, and to have the
pilot/demonstration projects include the ability to power variable loads, such as large motors to
maximize efficiency and control. lbid.

The Proposed Settlement

On April 26, 2013, a stipulation of settlement (“Stipulation”) was submitied to the Board. The
Stipulation was signed by the Company, SEIA, MSEIA, Prologis, KDC Sclar, SunDurance, and
Board Staff (“Signatory Parties” or “Parties”). Below are the salient terms of the Stiputation.®

1. The Signatory Parties agree that the program size will be capped at 45 MW (dc)

of grid-connected solar-projects interconnected to a utility's electrical distribution
system under the terms and conditions of this settiement. The capital investment
(excluding Allowance for Funds Used During Construction) over the initial build-out
period is estimated to be $247.2 miillion. The reduced size of the S4AE Program is
the resuit of a negotiation between the parties reflecting the different views as set
forth in the testimony presented by several parties indicating support for PSE&G's
continued involvement in solar development, at a reduced program size and scope.

2. The Solar Photovoltaic System (“Solar System”) must be capable of generating
solar renewable energy certificates (‘SRECs"} as defined under the Board’s
regulations.

3. No capacity will be placed into service before Energy Year ("EY”) 2015, and no more

than 20 MWs of the 45 MWs will be placed in service in EY 2015, with the remainder
going into service in EY 2016 or thereafter.

4, The S4AE Program will have the following Segments:

A. lLandfills/brownfields — 42 MW, minimum project size 1,000 kW

B. Underutilized government facilities — 1 MW, minimum project size 100 kW

C. Pilot program on grid security/storm preparedness — 1 MW, minimum project
size 100 kW

3 Although described in this Order, should there be any conflict between this summary and the stipulation, the terms of the stipulation
contrai, subject to the findings and conclusions contained in this Order. In addition, the Stipulation also addressed PSE&G's Solar Loan
I} Petition in Docket No, EQ12080726. Only the Stipulation terms as they pertain to this docket are discussed in this Order.
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D. Pilot program for innovative parking lot applications — 1 MW, minimum project
size 100 kW

Segments B, C and D are collectively referred to as "Pilots.”

The reduced scope of the program segments reflects the result of negotiations
among the parties consistent with the evidence presented in this proceeding
reflecting the unigue challenges with achieving the Energy Master Plan's objective of
building solar on landfills and brownfields. In addition, the Parties expressed an
interest in exploring the evaluation of the innovative use of solar technologies
through pilot programs.

PSE&G will have flexibility to move capacity only between the Pilots. PSE&G

may increase the landfills/brownfields Segment by up to 3 MWs, but may not reduce
solar on landfills/brownfields to increase the size of another Pilot Segment. For solar
on tandfills/brownfields, PSE&G will seek Board certification of project locations
pursuant to the Board's Order implementing the Solar Act of 2012, N.J.S.A. 48:3-51*
subsection {t) by submitting an application to the Board for New Jersey Department
of Environmental Protection review and approval by the Board.

PSE&G shall not transfer any costs from a canceled project to a new SolardAll
Extension project unless those costs directly benefit the new project.

Selection Process and Site Identification for Segments A& B

7.

10,

.

12.

PSE&G will be responsible for identifying and selecting suitable sites for the

Solar Systems. Additionally, PSE&G may also request landfill or brownfield site
owners to submit proposals for consideration. PSE&G will give favorable
consideration to those projects in which the site owner and solar contractor have
coordinated and prepared a fully engineered, ready to build project.

PSE&G may retain the services of an engineering firm for site assessment,
development of the scope of work, permitting, proposal review, and other services.

PSE&G and a host site owner will enter into a suitable agreement (“Lease”)
containing typical terms and conditions including rent payments, insurance,
indemnifications, owner responsibility for pre-existing site conditions, and access, all
to be negotiated with the site owner. All Leases between PSE&G and the site owner
will have a 20 year term, unless applicable law requires a shorter term, and may
contain options to extend the term as negotiated by the parties.

The determination of the lease payment will follow the methodology established

in the current Solar 4 All program and wilt be escalated by a percentage annually for
a term of 20 years. The lease payment will be set at a price per kWh of projected
output in the first year.

Additional payments may be made to site owners, which may also include pre-
and post- commercial operation payments, and other option payments necessary to
secure property rights for the site.

The site owner must accept responsibility for pre-existing site conditions
including, but not limited to, environmental and subsurface conditions.

4 The Stipulation apparently intended to cite to N.J.S.A, 48:3-87(f).
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Selection Process and Site Identification for Segmenis C & D

13.

14.

15.

For Segments C and D, PSE&G will conduct a solicitation requesting proposals

that meet the objectives of each pilot/demo segment. Notices for each solicitation
will be posted on the PSE&G website and may also be promoted through other
means as determined by PSE&G.

Each proposal shall contain: {i} a project description, site plan solar array layout,

and total installed watts {dc); {ii} the total installed cost of the pilot/demo solar
system; (ii) an annual energy output estimate in kWh for the first year using a
methodoiogy as may be appropriate and acceptable to PSES&G; (iv) a project
schedule; and (v} a clear and detailed description of how the proposed pilot/demo
Solar System meets the objectives of the segment,

PSE&G will evaluate and select proposals for segments C and D based on the
objectives and criteria established for each segment. P3SE&G reserves the right to
reject any or all proposals that, in its view, do not meet the segment’s objectives and
criteria.

Construction and Interconnection of Projects for Segments A and B

16.

17.

18.

19.

20.

Developers will be hired through a competitive bid process to provide the
engineering, permitting, procurement and construction services required o develop
the projects, with preference for New Jersey providers and prevailing wages
required.

Upon the final acceptance of a proposal, PSE&G will enter into a contract with

the developer to build the Solar System. The contract will contain typical terms and
conditions including schedule and performance guaranties, liquidated damages,
warranties, indemnifications, insurance, retainage or other credit enhancements, and
a milestone payment schedule. The contract will be contingent on reaching
agreement with the Site Owner.

Alternatively, PSE&G may procure the equipment direcily, with preference for

New Jersey providers, and hire developers through a competitive bid process as
described in paragraph 16 to provide the engineering, permitting and construction
services.

PSE&G (a) will initiate the PJM Interconnection process, and (b) seek to identify
the interconnection costs associated with viable sites as determined by PSE&G.

PSE&G will perform the interconnection work for projects in PSE&G’s territory
and may perform portions of the other work.

Construction and Interconnection of Projects for Segments € and D

21,

22.

For each segment, PSE&G will conduct a solicitation requesting proposals that

meet the objectives of each pilot/demonstration segment, with preference for New
Jersey providers and prevailing wages required. Notice for each solicitation will be
posted on the PSE&G website and may also be promoted through other means as
determined by PSE&G.

Upon the final acceptance of a proposal, PSE&G will enter into a contract to build
the pilot/demo Solar System. The contract will contain typical terms and conditions
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including schedule and performance guaranties, liquidated damages, warranties,
indemnifications, insurance, refainage or other credit enhancements, and a
milestone payment schedule. The contract will be contingent on reaching agreement
with the site owner.

23. PSE&G and site owner will enter into a suitable agreement containing typical
terms and conditions including insurance, indemnifications, owner responsibility for
pre-existing site conditions, and access. Because of the uniqueness of the
pilot/demo projects, the exact nature of any financial transactions between PSE&G
and the site owner will be determined on a case by case basis.

24, The site owner must accept responsibility for pre-existing site conditions
including, but not limited to, environmental and subsurface conditions. PSE&G will
not be responsible for pre-existing site conditions.

25. PSE&G (a) will initiate the PJM Interconnection process, and (b) seek to identify
the interconnection costs associated with viable sites as determined by PSE&G.

26. PSE&G will perform the interconnection work for projects in PSE&G's territory
and may perform portions of the other work.

Reporting

27. PSE&G will provide Project Milestone Reporting including but not limited to
SREC Registration Program (“SRP") Package submission date, SRP acceptance
date, and construction initiation date. In addition, PSE&G will provide quarterly
construction updates to the Board, including construction completion and
authorization to energize dates.

Sale of SRECs
28, SRECs will be sold in the year generated or in the next available auction

following the close of the Energy Year.

Cost Recovery and Bill Impacts

29.

306.

PSE&G will recover the net revenue requirements for the SolardAll Extension

Program via a new Solar Generation Investment Extension Program (“SGIEP")
component of the Company's electric RGGI Recovery Charge ("RRC"). The SGIEP
will be applicable to all electric rate schedules on an equal cents per kilowatt-hour basis
for recovery of the costs assocciated with the S4AE Program. The initial SGIEP will be
based on revenue requirements from June 1, 2013, or the date of the written Board
Order, through September 30, 2014. Thereafter, the SGIEP will be changed nominally
on an annual basis in conjunction with the annual filing for all other existing RRC
components, incorporating a true-up for actual results and a forecast of revenue
requirements for the twelve months succeeding the anticipated Board approval date.

The Signatory Parties stipulate that the revenuse requirements recovered through

the SGIEP will be calculated to include a return on investment and a return of
investment over the lives of the capital assets. The Program investments are
proposed to be treated as separate utility assets, and depending on the fype of
investment, either depreciated or amortized as described in the corresponding
section below. The revenue requirements associated with the direct costs of the
Program would be expressed as:
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31.

Revenue Requirements = (Pre-Tax Cost of Capital * Net Investment) + Amortization
and/or Depreciation + Operation and Maintenance Costs — Revenues from Solar
Output — ITC Amortization w/ Tax Gross Up + Tax Associated from ITC Basis
Reduction

The details of each of the above terms are described as follows:

Cost of Capital — This is PSE&G’s overall weighted average cost of capital (‘WACC").
The overall cost of capital utilized to set rates for the initial rate period of the Program
will be 7.6431% (11.1720% on a pre-tax basis) based on an equity percentage of
51.2%, a return on equity of 10.0% and the Company's embedded long-term cost of
debt as of March 31, 2013 of 5.1702%.

Net lnvestment — This is the Gross Plant-in-Service less associated accumulated
depreciation and/or amortization less Accumulated Deferred Income Tax ("ADIT").

Depreciation/Amortization — The depreciation or amoriization of the Program assets will
vary depending on its asset class. The table below summarizes the book recovery and
associated base tax depreciation applied to the corresponding asset classes. The base
tax depreciation is calculated on the total amount of the asset less any bonus
depreciation and any applicable tax credits.

Asset Class Book Base "I‘a?(
Recovery Depreciation
Solar Panels, acquisition and 20 year dep
instaliation costs | 5 year MACRS
Inverters 5 vear de
Communications Equipment 4 P
Meters 20 year
20 year dep. MACRS

The amortization/depreciation would be based on a monthly vintaging methodology
instead of the mass property accounting typicaily usaed for utility property.

Operations and Maintenance Costs — Operations and Maintenance Costs will include:

« PSE&G labor and other related on-going costs required to manage the physical
assets.

» Administrative costs related to the management of the Program.

e Rent/lease or other payments or bill credits made to non-PSE&G host sites/facilities
and the fair values of rents for use of electric transmission sites/facilities.

e Insurance Expense

Revenues from Solar Qutput - PSE&G will pursue generating revenues from solar
output from the following sources:

» Sales of energy in the applicable PJM wholesale markets

« Capacity payments from the PJM capacity market

« Sales of SRECs through an auction process

PSERG will apply all net revenues it receives from the energy and capacity sales in the
PJIM markets and the sale of SRECs to customers to offset the S4AE program revenue
requirements.
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32.

33.

34.

35.

36.

investment Tax Credit ("ITC") — The Company will return all of the 1TC it utilizes to
ratepayers in accordance with Federal income tax law. The return of the ITC to
ratepayers must be amortized over the book life of the assets. The ITC benefit is
partially offset by the tax impact associated with the tax basis reduction equal to fifty
percent of the ITC. This tax basis reduction is prescribed by Federal income tax faw
governing the ITC. The impact on revenue requirements is generated by applying the
book depreciation method to the difference between the book basis and the tax basis
multiplied by the tax rate, and then multiplied by the revenue conversion factor.

The Signatory Parties further stipulate that the initial revenue requirement

calculation will use a WACC of 7.6431% (11.1780% on a pre-tax basis) based on an
equity percentage of 51.2%, a return on equity of 10.0%, and the Company’s
embedded long-term cost of debt as of March 31, 2013 of 5.1702% (See Attachment
A for WACC Calculation). The Signatory Parties agree that any change in the
WACC authorized by the Board in a subseguent base rate case will be reflected in
the subsequent monthly revenue requirement catculations, effective as of the date of
the Board's base rate case order authorizing a change in the WACC. The 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 scheduted annual true-up but in any event,
no later than January 1 of the subsequent year. The Parties stipulate that after the
initial revenue requirements period, the SGIEP will be caiculated utilizing projected
cost data subject to annual adjustments. The caiculation of the revenue requirement
for the purpose of setting the initial SGIEP for the period ending September 30, 2014
is set forth in Attachment A to the Stipulation. The corresponding forecasted rates
for all periods are set forth in Attachment L to the Stipulation.

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 last calculated rate will be used. The
interest rate shall not exceed PSE&G's overall rate of return as authorized by the
Board. The interest amount charged to the SGIEP balance wiil be computed using
the methodology set forth in Attachment B attached hereto and made a part of this
Stipulation, based on the net of tax average monthly balance. Simple interest shall
accrue on any under and over recovered balance, and shall be included in the
deferred SGIEP balance at the end of each reconciliation period. The true-up
calculation of over-and under-recoveries shail be included in the Company's Annual
Filing.

The Parties agree that PSE&G has the right to request Board approval to roll the
net, unrecovered Program investment balance into base rates at the time of a future
electric base rate case filing.

The Signatory Parties request ithat the Board set the effective date of the initial
SGIEP as June 1, 2013.

The SGIEP 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 ralepayers over the following year. Any
Board ordered cost recovery adjustments resulting from the review of the actual
costs will be made to the overfunder deferred balance and reflected in the charges
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37.

38.

39.

established for the following year pursuant to a Final Board Order. The Signatory
Parties stipulate that the Company will file an annual petition (“Annual Filing”) to
adjust its SGIEP in conjunction with the annual filing for the existing components of
the electric RRC, with the first Annual Filing currently scheduled to be made by no
later than July 1, 2014 for rates effective October 1, 2014 through September 30,
2015,

Each Annual Filing will contain a reconciliation of PSE&G's actual SGIEP

recoveries (which were based on PSE&G's projected SGIEP costs) and actual
revenue requirements for the prior period, and a forecast of revenue requirements for
the remainder of the current period and for the upcoming 12-month period that shall
be based upon the Company's authorized ROE and capital structure for this
Program. The Annual Filing also will present actual costs incurred since the previous
annual review and such costs will then be reviewed for reasonableness and
prudence. The Annual Filing will also provide information consistent with the
information in the Minimum Filing Requirements (“MFRs") provided in the existing
S4A Program. The Annual Filing will be subject to review by the Parties with
opportunity for discovery and filed comments prior to the issuance of a Board Order
establishing the Company's revised SGIEP. The issuance of a written Board Order
will be preceded by adequate Public Notice and Public Hearings, if required by law.

The Parties agree that the proposed SGIEP rate, as set forth in the tariff sheets

in Attachment C to the Stipulation are just and reasonabie and PSE&G is authorized
to implement the proposed rates on June 1, 2013 or on the date of the written BPU
Order approving the Stipulation, whichever is later.

A typicai residential electric cusfomer using 780 Kilowatt-hours per summer

month and 7,360 kilowatt-hours on an annual basis and on BGS-FP service with
PSE&G would see an initial increase in the annual bill from $1,349.08 to $1,349.36
or $0.28 or approximately 0.02%. See Attachment D to the Stipulation for residential
customer bilt impacts. As currently projected, the maximum rate impacts for the
same typical residential electric customers from the SGIEP would occur in the
October 1, 2015 through September 30, 2018 cost recovery period. The expected
maximum increase from the SGIEP for a typical residential customer in the October
1, 2015 through September 30, 2016 cost recovery period would be $0.000601 per
kWh (including sales and used tax (SUT)), for a typical annual residential bill impact
of $4.44 (0.329 %) or about $0.37 per month.

Program Rules

4Q.

83.

The Signatory Parties agree that the program rules for S4AE Program ("S4AE
Program Rules”) shall be as set forth in Attachment E to the Stipulation. PSE&G
shall have the right to amend the S4AE Program Rules as required for commercial
reasons, after ten business days advance notice to Board Staff and Rate Counsel
unless Board Staff notifies PSE&G in writing within that same ten business day
period that it objects to the amendment. In such event, Board Staff shall have the
right to seek Board review of the amendment on an expedited basis so as not to
delay program implementation.

The Signatory Parties agree that PSE&G will attempt to resolve any disputes that
arise under the Solar Loan ilf and Solar 4 All Extension Programs on an informal
basis. Any disputes that cannot be resoived informally shalt be resolved in the
appropriate fegal forum.
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During a telephone status conference on April 25, 2013, the parties agreed to a procedural
scheduie for submission of comments on the Stipulation. Commissioner Fiordaliso orally approved
the revised schedule which was subsequently incorporated into a stipulation signed by a number of
the parties extending the Review Date to May 31, 2013. That stipulation was approved by the
Board by order dated Aprit 30, 2013.

On May 9, 2013, the following parties submitted comments on the Stipulation. PSE&G, Rate
Counsel, Sundurance, SEIA, KDC Solar, MSEIA, NJLEUC, and WattlLots.

On May 13, 2013, PSE&G and Petra Solar submitted reply comments.

Comments and Reply Comments on the Stipulation

PSE&G

PSE&G asserts that there is substantial evidence in the record supporting approval of the Solar 4
All program, the proposed cost recovery mechanism, and the 10% return on equity. PSE&G also
asseris that the Stipulation fakes into account the divergent positions of the various parties and
should be approved under the Board's broad authority under N.J.S.A. 48:3-98.1. PSE&G comments
at 2. PSE&G maintains that the factors the Board is authorized to consider in ruling upon a petition
under N.J.S.A. 48:3-98.1, including job creation, effect on competition, existing market barriers, and
the availability of these programs in the marketplace, were demonstrated on the record to support
the petition as filed at 136 MW, and also support the 45 MW contained in the Stipulation. |d. at 4-6.
PSE&G stresses the Stipulation’s emphasis on the landfill/brownfield segment and states that the
record demonstrates that there has been very iimited activity in that market segment, while State
policy supports solar development at these jocations. Id. at 6, 8. In addition, PSE&G points to the
testimony of withess Mr. Moran that the nature of the solar “pipeline” has changed, with large, grid-
connected projects whose development is characterized by a greater degree of uncertainty as
evidence that the capacity added by Solar 4 All would not overload the market. Id. at 7. PSE&G
also states that the record establishes that the average rate impact of less than seven dollars per
year under the S4AE Program as proposed would be reasonable, and that as the rate impact of the
Stipulation would be less than 40% of the maximum rate impact of the petition, that smaller impact
must be reasonable as well, Id. at 9. PSE&G aiso maintains that the Stipulation provides for project
selection, site identification, construction, and interconnection processes that are consistent with
processes already in use. Id, at 10-12.

Rate Counsel

Rate Counsel objects to the Stipulation on both procedural and substantive grounds and
recommends that the Board reject it. Procedurally, Rate Counsel argues that the Stipulation was
negotiated “behind closed doors” with parties expected to object invited into negotiations only after
the major terms of the Stipulation had been agreed upon and that this procedure constitutes a
violation of due process. Rate Counsel comments at 18. Rate Counsel also asseris that the
Stipulation is defective because while it was negotiated after an evidentiary proceeding had been
fully litigated and briefed, the provisions of the Stipulation have no basis in the evidentiary record.
Id. at 18, 33-36. In terms of substance, Rate Counsel makes several criticisms of the proposed
settlement, stating that the Stipulation includes no limit on how much the Company can spend and
provides insufficient detait and Board oversight to adequately protect the interest of PSE&G's
ratepayers, who will be funding the program. ld. at 21-22. Rate Counsel also argues that the
Stipulation is silent on the mechanism to be used to ensure against double-recovery of costs. |d. at
24. In addition, Rate Counsel argues that the Stipulation allows PSE&G to change rules without
sufficient oversight, and that the prudency review is inadequate. [d. at 25-26. Rate Counsel also
argues that the Stipulation contravenes State and Board policies favoring the development of
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competitive markets, referencing its post-hearing brief, and adds that the Stipulation includes no
provisions to ensure that PSE&G will select the lowest-cost qualified bidder to develop projects in
any of its four market segments, |d. at 26-30. Rate Counsel further argues that the
“Landfilis/brownfields” segment of the Extension Program is contrary to section (1) of the Solar Act
because it “pre-empts” the Board's ongoing proceeding to establish an incentive mechanism for
projects on landfills/brownfields, and is inconsistent with the Board's process for certifying that a
project is located on such a site. Id. at 30, Rate Counsel again raises cost concerns, stating that
the Stipulation would allow PSE&G to inciude the cost of remediation, as well as solar instaliation,
in its payments to site owners. Id. at 31-32.

Rate Counsel makes a number of recommendations in the event that the Board approves the
Stipulation over its objections. Among other proposals, Rate Counsel recommends that the Board
cap PSE&G's expenditures at the $247.2 million that it estimates as its initial investment, and that
the Stipulation should define in detail the types of projects that will be eligible and the specific
criteria which PSE&G will apply. Id. at 22-23. Rate Counsel also argues that the Stipulation should
provide for appropriate accounting with respect to administrative, labor, and interconnection and
other costs, to ensure against double recovery. |d. at 24. Rate Counsel would like ic see the
Stipulation require thirty days’ notice to all parties of any proposed rule changes, and provide for
resolution as a contested case if any costs are alleged to be unreasonable. Id. at 25. Arguing that
there are insufficient standards to allow for a meaningful prudency review, Rate Counsel proposes
aflowing for a full contested case to resolve disputes over the costs of the program.:|d. at 26.

KDC

Noting that it is a direct competitor of PSE&G with respect to the type of projects proposed in the
Extension Program, KDC states that it believes that the Stipulation strikes an appropriate balance of
the various competing interests involved in the proceeding and requests that the Board approve it.

SEIA

SEIA recommends approval of the Stipulation because SEIA believes it is a reasonable policy
solution to the conflicting positions presenied in the proceedings on issues of future public ufility
investment in New Jersey's renewable energy programs. Stating that the Board is tasked by the
Solar Advancement and Fair Competition Act with allocating SRECs across utility-owned solar
projects such that non-utility project development is not negatively impacted, and by the EMP with
promoting solar investment in landfills and brownfields, SEIA maintains that the Extension Program
carefully calibrates the amount and allocation of utility-owned solar and balances the development
of solar on landfills and brownfields with the need to safeguard the already oversupplied SREC
market.

Wattl ots

Noting that it has consistently supported the Extension Program as filed because it believes that
program to be fully consistent with the goal of the Solar Act to promote solar development on
parking lots, Wattlots supports the Stipulation as a potential starting point to respond to legislative
intent on that goal, and recommends that the Board approve the Stipulation.

MSEIA

MSEIA supports the proposed settlement and has signed the Stipulation. While MSEIA is
concerned that PSE&G's Solar 4 All program couid “further destabilize the aiready critically
oversupplied SREC market,” MSEIA is satisfied that the reduced size of the program and the delay
in implementation until EY 2015 and EY 2016 “can reasonably be expected to mitigate this risk.”
MSEIA comments at 1. Of all the proposed solar projects, MSEIA believes that those intended fo
increase Grid Security and Storm Preparedness offer “the greatest value as a public good,” and
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therefore, take priority for an increase should the Board modify the proposed aliocation of MW
among segments. |d. at 2.

NJLEUC

NJLEUC urges the Board to reject the Stipulation on both procedural and structural grounds.
NJLEUC comments at 2. NJLEUC notes that the Solar 4 All program has been opposed by Raie
Counsel, maintaining that the fact that no ratepayer representatives agreed to execute the
stipulation is “unprecedenied.” lbid. The procedural grounds cited by NJLEUC center on the
absence of certain parties, including Rate Counsel, in the negotiation process. NJLEUC argues
that the agreement of Board staff to enter into the stipulation without hearing opposing comments of
non-settling parties violates the non-settling parties’ due process rights. |d. at 4.

NJLEUC argues that the Solar 4 All program is inconsistent with the market-driven solar
development model endorsed by the Board and by the Legislature in the Solar Act, and favors
PSE&G shareholders over ratepayers. [d. at 5. NJLEUC criticizes the failure of the Stipulation to
cap the potential investment and to include performance standards. Id. at 8. According to NJLEUC,
under the stipulation, ratepayers will assume all risks associated with the development of these
projects. Id. at 8. NJLEUC also opposes the 10% ROE maintaining that PSE&G incurs no risk in
this form of investment, interest rates are low, and PSE&G's own witness {estified that the company
has a “relatively low cost of capifal” Ibid. In addition, NILEUC criticizes the use of “clause”
mechanisms because, according to NJLEUC, they result in single-issue ratemaking and keep
utifities from bringing base rate cases which would aliow a comprehensive review of their earnings.
Id, at 9. Finally, NJLEUC makes a series of recommendations for modifications to the Stipulation
should the Board elect to approve it, including capping the investment, reducing the ROE, and
establishing reporting requirements and performance standards. |d. at 11.

Sundurance
Noting that its position is unique in that it is the only intervener to have designed and constructed a

tandfill solar project under the Sclar 4 All program, Sundurance states that the Stipulation strikes a
reasonable balance and will help to implement the EMP by promoting solar on landfills.

PSE&G Reply Comments

In its Reply Comments, PSE&G counters due process challenges by citing the “exiensive discovery
and submission of direct testimony,” rebuttal testimony, motion practice, surrebuital testimony,
hearings, and briefings as well as “informal settlement discussions that helped establish the basis
for the stipulation[.]” PSE&G Reply Comments at 3. The majority of parties have signed the
Stipulation, as it is a batanced compromise that achieves the goals of the Energy Master Plan and
the Solar Act. Id. at 4. According to PSE&G, due process only requires that all parties have “notice
and an opportunity to be heard on the issues raised in the Stipulation.” ( citing I/M/O Public Service
Electric and Gas Company's Rate Unbundling, Stranded Costs and Restructuring Filings, 330
N.J.Super. 65 (App. Div. 2000}, aff'd, 167 N.J. 377 (2001)). ld. at 7.

PSE&G claims that the non-signatory parties’ criticisms of the terms of the S4AE program are
based on the mistaken presumption that the Board should assume “control over the day-to-day
operations of a public utility investment program.” Id. at 9. PSE&G asserts that any maodification of
program rules from that required by the Board under the original Solar 4 Ali Order is without basis
and would result in detayed implementation of the program. [d. at 12.

In respense to Rate Counsel's statement that S4AE Program provides PSE&G with an unfair and
uncompetitive advantage over other solar developers and, as such, is contrary to Board policy,
PSE&G peints to the supportive comments filed by other market participants in this matter. [d. at
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12-14. PSE&G asserts that, contrary to Rate Counsel's claims that its program will undermine the
Board's ongoing certification process under section () of the Solar Act, it will follow the certification
process called for in the Solar Act including the condition of Board approval of solar projects on
landfills. Id. at 14. Although Rate Counsel seeks a provision in the Stipulation providing for
evidentiary hearings in connection with PSE&G’s annual cost recovery filings, N.J.AC. 14:1-8.1
makes such a provision unnecessary as the Board may schedule hearings in any case deemed
contested. 1d. at 15. With regard to Rate Counsel's claim that the Stipulation does not require
PSE&G to roll the net, unrecovered S4AE Program investment balance into rate base at the time of
its next base rate case, PSE&G replies that any party, including Rate Counsel, can request that the
balance be rolled into base rates. 1bid.

Petra Reply Commenis

Petra did not sign the Stipulation and, instead, recommends a modification to encourage solar
projects that are not currently served by the market or supported through “traditional sources of
capital.” Petra Reply Comments at 2. Specifically, Petra recommends that the Board allow PSE&G
to redirect up to 10 percent of the MW allocated to the landfills and brownfields segment to any of
the other three segments, depending on demand for projects in those segments. I, according to
Petra, the solar market finds solar projects on underutilized government facilities or parking lots, or
in grid security and storm preparedness segments, “compelling and cost-effective,” then action by
the Board to allow the reallocation of MW to those segment will prove to be “both good business
and good policy.” Id. at 3.

DISCUSSION AND FINDINGS

In evaluating a proposed settlement, the Board must review the record, balance the interests of the
ratepayers and the shareholders, and determine whether the settlement represents a reasonable
disposition of the issues that will enable the Company to provide its customers in this State with
safe, adequate and proper service at just and reasonable rates. In re Petition of Pub. Serv. Elec. &
Gas, 304 N.J. Super. 247 {App. Div.}, cert, denied, 152 N.J. 12 (1997). The Board recognizes that
the Stipulation was not signed by all the parties in this proceeding; nonetheless, it is weii-
established that the Board may consider and rely upon a nen-unanimous stipulation as a fact-
finding tool so long as the Board independently examines the existing record and expressly finds
that the stipulated rates yield rates that satisfy the statutory standards. Id. at 270.

As a threshold matter, the Board considers the allegation made by Rate Counsel and NJLEUC that
the process through which the Stipulation was negotiated was so proceduralty defective that the
Board cannot consider the settlement, and that Rate Counsel and other parties have been deprived
‘of due process. Rate Counsel alleges that the setflement process itself was flawed because,
according fo Rate Counsel, it was appraised of settlement discussions only after "major terms” had
been agreed upon. Rate Counsel comments at 16.

As acknowledged by Rate Counsel in its comments, the Stipulation was entered into after this
matter had been fully litigated and briefed. Rate Counsel comments at 1, 16. Rate Counsel
presented the direct, rebuttal and surrebuttal testimony of several witnesses, engaged in extensive
discovery, cross examined PSE&G’s witnesses, submitted a post-hearing brief and the above-cited
objections to the Stipulation®. Rate Counsel and NJLEUC were both provided with notice and the
opportunity to be heard both at the hearings and after the Signatory Parties agreed to the
Stipulation, and that is the essence of due process. [n any event, Rate Counsel and NJLEUC have
presented their challenges to the Stipulation to the Board, and the Board has carefully reviewed and
considered those objections. As non-consenting parties, they have had the opportunity to be heard
on the merits of the Stipulation but do not have the right to prevent other parties from presenting a

® NJLEUC did nat pariicipate in the hearings but did submit a brief as described above.
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proposed settlement to the Board for its consideration. In re Petition of Public Service Eilec. and
Gas Co., 304 N.J. Super. 247 (App.Div. 1997). While the Board agrees that the settlement process
should be open for participation by the parties to the proceeding, it is not persuaded that the
nonconsenting parties have not had an opportunity to review the settlement and provide their
positions, and that any new proposals within the Stipulation were not based on concepts that had
been considered during the proceedings. In re Public Serv. Elec. and Gas Company’s Rate
Unbundling, Stranded Costs & Restructuring Filing, 330 N.J. Super. 65,111 (App. Div. 2000), aff'd
167 N.J. 377 (2001). Therefore, the Board will consider the Stipulation on the merits.

In considering the merits of the Stipulation, the Board is mindful of the legislative and policy context
within which it acts. On February 9, 1999, the Electric Discount and Energy Competition Act,
N.J.S.A. 48:3-49 to -107 (“"EDECA") was signed into law. EDECA established requirements to
advance energy efficiency and renewable energy in New Jersey. N.J.S.A. 48:3-87. The Legislature
has amended EDECA several times in the succeeding years, notably with the Solar Energy
Advancement and Fair Competition Act, L. 2008, c. 288 (“SEAFCA") and the Solar Act of 2012, L.
2012, ¢. 24 ("Solar Act”). SEAFCA increased New Jersey’s Renewable Portfolio Standard ("RPS")
and mandated that in order to be eligible to serve as the basis for the creaticn of SRECs, a solar
system must be connected to the distribution system in New Jersey.

By 2011, New Jersey had seen a surge in construction of solar energy facilities due to the high
price of SRECs, the Federal Investment Tax Credit, and the decline in the cost of the photovoltaic
panels, The SREC market for EY 2012 was supplied fully within the first two months and, as a
result, SREC prices dropped dramatically. [n the 2011 Energy Master Plan ("EMP”), the
Administration proposed “to take action o provide relief to the solar industry and give certainty to
the financial community [and] provide continued opportunities for market participation in all
sectors[.]’ EMP at 105. Further, the EMP recommended limiting SREC eligibility to “promote solar
installations that provide economic and environmental benefit[s].” 1d, at 106.

Projects that offer a “dual benefit” for commercial and industrial, as well as
government and school applications should take priority for approvai
Brownfields and landfills, in particular, are well-suited for the development

of iarge solar generation. Some of these properties cannot be developed

for general commercial or residential purposes and may not provide adequate
revenue to the towns and counties where they are situated. However, solar
development can offset the costs to cap and or remediate these sites

and should be encouraged where local government has determined it to be
the best use of the property.

[EMP at 107]

The Solar Act implements the policy directives of the EMP, and brings balance to the over-supplied
market by increasing the solar RPS again and reducing the Solar Alternative Compliance Payments
while placing strict controls upon the eligibility of certain projects to generate SRECs. The Solar Act
also defined “connected to the distribution system” to include several specific categories of solar
systems, including those which are net metered and those which are owned by an electric
distribution company pursuani to N.J.S A, 48:3-98.1 P At the same time, the Solar Act provided that
any solar system located on a site which had been ceriified by the Board, in consultation with the
Department of Environmental Protection ("DEP”), as being a landfill, brownfield, or area of historic
fill would automatically be deemed "connected to the distribution system.” N.J.S.A. 48:3-87(t). The
Solar Act thus codified a clear legislative intent to promote solar generation in these areas.’
Moreover, the Solar Act directed the Board to develop a supplemental incentive to cover the
additional costs of constructing solar generation upon these challenging sites. Ibid.

& Solar facilities owned or operated by an electric public utility and approved by the Board pursuant to N.J.5.A. 48:3-98.1 are defined as
*connected to the distibution system.” N.J.S.A. 48:3-51.

7 Specifically inciuded are "those owned or operated by an efectric public utifity and approved pursuant to section 13 of P. L. 2007, ¢. 340
(C. 48:3-98.1)." |bid.
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The Board is also mindful of its role in providing regulatory supervision to New Jersey's solar
market, a role which entails monitoring the supply of SRECs in light of the demand for them to avoid
or mitigate situations of oversupply which tend to drive down the value of these commodities
pending the time when the solar market no longer requires these subsidies. It is in light of all these
considerations — the policy directive to promote solar generation on landfilis, brownfields and areas
of historic fill, the legislative intent to bring balance to the SREC market in order that an excess
supply should not unduly diminish their value, and the directive from both the EMP and the Solar
Act to promote the location of solar generation upon landfills, brownfieids, and other challenging
sites — that the Board considers the Stiputation before it.

The Stipulation contains several provisions to moderate any adverse impact on the SREC market
should the S4AE Program be approved in any form. First, as filed, PSE&G's petition proposed to
invest $690 miilion over five years in solar photovoltaic installations totaling at least 136 MW. The
Stipulaticn now before the Board provides for a reduced program size of 45 MW, a reduction of
approximately two thirds. The reduced size of the S4AE Program will result in a far lower number of
SRECs entering the market and reflects recognition of the current market conditions. In addition,
the Stipulation provides that no MW will be placed in service before June 1, 2014, no more than 20
MWs will be placed in service in EY15 and the remainder in service in EY16 or later. These
staggered in-service dates, together with the five year period for which SRECs may be used to
satisfy the RPS, will act, fogether with the reduction in the size of the program, as buffers for the
introduction of new supply into the SREC market.

The S4AE Program as originally proposed included four market segments, in an allocation which
PSE&G could alter at its own discretion. PSE&G proposed to develop 90 MW of the initial 136 MW
in projects on landfills, brownfields or areas of historic fill, 20 MW were allocated to solar generation
upon warehouse roofs, 25 to solar upon parking lots, and 1 MW to pilot/demonstration projects.
The negotiated settlement, while it decreases the absolute number of MW allocated to landfills,
brownfieids, and areas of historic fill, increases the emphasis upon these sites, stipulating that 42
MW of the 45 MW will be allocated to solar projects at these locations.

The allocation to the other market segments has been eliminated or drastically reduced. Stipulation
at para. 4. PSE&G may allocate additional capacity to the landfill and brownfield segment but may
not reallocate any capacity away from it . Stipulation at para. 5. This portion of the S4AE Program
is consistent with the EMP policy preference for selar on landfills and brownfields, as well as with
the Solar Act directive to the Board to develop an incentive for grid supply solar eiectric generation
facilities on landfills, brownfields, and areas of historic fill. N.J.S.A. 48:3-87(t). Notwithstanding the
policy objective of incentivizing solar generation on brownfields and landfills, the Board recognizes
that market conditions may make reallocation necessary.

The Board also notes that under the Stipulation, PSE&G will seek certification of proposed facilities
in the landfili/brownfieids segment by submitting an application to the Beard for DEP review and
approvai by the Board. Stipulation at para. 5. -

As stated above, N.J.S.A. 48:3-87(1) directs {he Board fo develop a supplemental incentive to cover
the extra expense of constructing sclar generation upon landfills, brownfields, and areas of historic
fill. The Stipulation includes provision for such an incentive, providing a return on equity of 10% and
an overall weighted average cost of capital of 7.6431% (11.1720% on a pre-tax basis). Stipulation
at para. 29. Since well over 90% of the solar capacity covered by the Stipulation will be located
upon precisely the locations targeted by N.J.S.A. 48:3-87(1), the stipulated return on investment will
serve as a mechanism for providing the incentive mandated by the Legislature.
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Rate Counsel has stated that the Stipulation, if approved, would preempt the Board’s own ongoing
proceeding to determine an appropriate supplemental incentive for solar projects located on
tandfills, brownfields, and areas of historic fill. Rate Counsel comments at 38-39, The Board does
not concur. The settlement negotiations which preduced the Stipulation did not constitute a public
stakeholder proceeding initiated with the goal of developing an incentive to be applicable statewide.
Rather, the Stipulation is the resolution of a single contested case and provides a specific incentive
for one set of solar generation projects, projects developed by a public utility under N.J.S A, 48:3-
88.1. It in no way precludes or preempts the ongoing proceeding initiated by the Board in
conformance with the Solar Act which will determine what type of incentive is necessary to support
development by the marketplace.

The Board therefore FINDS that the Stipulation, by focusing upon sclar generation on landfills,
brownfields, and areas of historic fill and by providing an incentive for PSE&G to invest in solar
upon these challenging land types, furthers State policy as clearly expressed in the EMP and the
Sofar Act.

Having determined that the S4AE Program as modified by the Stipulation is consistent with current
policy, the Board turns to the issue of the cost recovery requested. Because this petition was filed
under N.J.S.A. 48:3-98.1, in determining the recovery of program costs, the Board may {ake info
account the potential for job creation from the program, the affect on competition, existing market
barriers, environmental benefits, and the availability of such programs in the marketplace. N.J.S.A.
48:3-98.1(b).

In considering the potential for job creation from the S4AE program, the Board looks to the
evidence presented by PSE&G in support of the program as filed. Representatives of organized
fabor testified at the public hearings held on this matter in support of the positive impact the S4AE
Program would produce. See, .9., testimony of the International Brotherhood of Electrical Workers,
the Burlington and Mercer County Trades Council, and the construction firm J. Fletcher Creamer
and Son. PSE&G also produced an estimate of approximately 885 job-years of direct labor and
800-900 job-years of indirect labor. See, Exhibit P-17; 2T at 35—43.% While these figures pertained
to the 136 MW contained in the original petition, it is reasonable to expect that these benefits,
proportionately reduced by the reduced size of the Stipulation, would accrue to New Jersey's job
market.

As reduced and re-focused by the Stipulation, the S4AE’s projected impact on compedtition, existing
market barriers, and the availability of similar programs in the marketplace also supports approval
of the program. The record supports PSE&G’s contention that there has been limited solar
development on landfills and brownfields and that PSE&G's existing Solar 4 All program has been
responsible for a significant amount of that development. 2T at 9-11. Some interveners have also
testified to a role for utility-owned solar on these challenging locations. Exhibit SEIA-1 at 3-4; 3T at
115; Exhibit KDC-1 at 3. This evidence supports a conclusion that implementation of the S4AE
Program as modified by the Stipulation wili not have a harmful impact on competition, that
significant market barriers exist to the development of solar on landfills and brownfieids, and that
there is limited availability of simifar programs in the marketplace. The Beard therefore FINDS that
the criteria found in N.J.8.A. 48:3-98.1 support approval of the stipulated program.

Taking all of the above into consideration, the Board now reviews the cost recovery proposed for
the S4AE Program. In the petition, PSE&G requested that the Board approve recovery of all S4AE
Program costs though a separate Solar Generation Investment Extension Program Component
(“SGIEPC™) of the electric Regional Greenhouse Gas Initiative Recovery Charge ("RRC7)
mechanism approved by the Board for the original Solar 4 All program. Exhibit P-1 at para. 34.
PSE&G proposed that the recovery mechanism be reviewed and modified via annual filings by
PSE&G. Details on PSE&G’s proposed cost recovery mechanism and estimated rate impacts on

" References to the transcripts of the hearings are as follows; to March 18, 2013 as 1T, March 19, 2013 as 27, and March 21, 2013 as
3T
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customers were presented in the direct testimony of witness Stephen Swetz. See Exhibit P-1,,
Attachment B. PSE&G requested that it earn a return on its net investment based on a Weighted
Average Cost of Capital ("WACC”) of 8.21% per year, the rate the Board approved in the
Company's last base rate case in May 2010. Schedule SS-54AE-2 to Swetz testimony, Exhibit P-
25. Mr. Swetz used the corresponding pre-tax WACC of 11.8520% per year, or 0.9877% per
month, to calculate revenue requirements. Mr. Swetz testified that PSE&G should earn a return on
its net investment in S4AE based upon the Company's authorized return on equity (“ROE") and
capital structure from its last base rate case, BPU Docket No. GR09050422, which is 8.21%, based
on a return on equity (‘ROE") of 10.3% and current tax rates. Swetz Direct, Exhibit P-25 at. 3.
Company witness Paul R. Moul filed rebuttal testimony stating that based on his judgment and the
results of his four analyses, ‘the reasonable cost of common equity is 10.875% for the
company...[and] the 10.3% equity return obtained from the settiement of the company’s fast base
rate case is reasonable.” Moul Rebuttal Testimony, Exhibit P-5 at 40.

For cost recovery, the Company proposed a surcharge mechanism with a true-up provision that it
calculated would recover the total projected revenue requirement of $1.864B for the S4AE Program
over the program life to the year 2037. The $1.864B projected revenue requirement was obtained
based on the rate base/rate of return model.

Rate Counsel witness Andrea C. Crane, noting that the Company's 8.21% return is taken from the
Company’s last base rate case as stated above, recommended that the Board approve an ROE no
higher than 9.75%, consistent with a recent BPU-approved electric utility ROE, BPU Docket No.
ER11080469. Crane’s Direct testimony, Exhibit RC-12 at 8 Table1. Ms. Crane also recommended
that the Board update the company's return on debt to reflect the embedded debt cost, as well as
the current capital structure. Exhibit RC-12 at 20, lines 10-11. Ms. Crane contended that if the
Board finds that the Company's shareholders are bearing no risk in offering the S4AE Program then
the company's cost of debt would be an appropriate return to use as its cost of capital; and if the
Board finds that the Company shareholders are incurring some risk, then it might be appropriate to
include a return on equity that is higher than the company's cost of debt, but lower than the return
awarded on electric distribution plant recovered in base rates Exhibit RC-12 at 20, lines 20-23. In
support of her position, Ms. Crane noted that market conditions had changed substantially and that
the Company had failed to reflect key changes in its request to earn its currently authorized WACC
on investment made in the Extension Program. Specifically, Ms. Crane noted key declines in costs
such as U.S. Government bonds and the company’s embedded cost of debt. 1d. at 15-18. In
addition, Ms. Crane argued that the proposed program structure and cost recavery method of the
S4AE guaranteed the Company recovery of 100% of its costs through the Regional Greenhouse
Gas Initiative Recovery Charge was of significantly lower risk to PSE&G than ifs investment in
traditiona! distribution plant. Crane asserts that the return awarded to PSE&G for this program
should be commensurate with this lower risk. Id. at 20, lines 17-20.

Rate Counsel consultant Matthew |. Kahal evaluated the four analyses performed by PSE&G
witness Moul and argued that PSE&G’s cost of equity today is not 10.3 percent or more and that it
is in fact “far below” 10.3 percent. Kahal asserted that Crane’s recommendation of 9.75 percent is
“entirely reasonable-and in fact conservatively higher-given current market conditions.” Kahat also
disagreed with PSE&G witness Sweiz's position on the use of an embedded cost of debt taken from
the company's 2009/2010, characterizing such a number as “stale.” Kahal, however, did not object
to Swetz's use in rebuttal testimony of an updated 5.35 percent estimate of the embedded cost of
debt as of November 2012 assuming the accuracy of Swetz's calculation. Exhibit RC-2 at 4, lines 1-
8.

tn comments on the Stipulation, Rate Counsel argues that the Stipulation is contrary to the State
and Board objectives of assuring that ratepayer-funded subsidies are kept at the iowest possible
level through competition because PSE&G would have two competitive advantages over the solar
developers: a guaranteed 10% return on its investment and no cap on the amount it can spend.
Rate Counsel states that the stipulated conditions including the “pass-through mechanism” will
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allow the Company to develop solar facilities without cost or risk because the Company would
always be made whole by its ratepayers. Rate Counsel comments at 27. Rate Counsel also
maintains that the stipulated 10 percent ROE is not supported by the record evidence and that the
Board must approve an ROE based on evidence in the record. Rate Counsel points to its withess'’s
recommendation of a maximum 9.75 percent ROE. Rate Counsel again asserts that the Company
will face virtually no risk in the recovery of S4AE program costs from ratepayers because in Rate
Counsel's view the Stipulation virtually guarantees cost recovery and does so on a
contemporaneous basis, Rate Counsei Comments at 45-46.

In its comments, PSE&G asserts that information developed in testimony, discovery, hearings and
briefs support the conclusicn that “there is substantial evidence in the recerd supporting approval of
the proposed SolardAll Extension Program . . . as well as the proposed cost recovery mechanism
and return on equity.” PSE&G comments at 2, On the issue of reviewing costs for recovery,
PSE&G states that provisions of the Stipulation ensure that PSE&G's actual costs incurred in
connection with these projects will be subject to review for reasonableness and prudence in
PSE&G’s Annual Cost Recovery Filings made to reconcile the Company’s actual recoveries against
its actual revenue requirements. See Stipulation para. 36-37; Exhibit P-4 at 3;Exhibit P-26 (Swetz
Rebuttal) at 3;PSE&G comments at 12. The Company states that the Stipulation’s provisions call
for discovery, comments and public hearings for each Annual Cost Recovery Filing. PSE&G
comments at 16, Although Mr. Moui justified a 10.875 percent ROE in his testimony, according to
the Company, and the Board has previously approved a 10.3% ROE for programs developed under
N.J.8.A 48:3-88.1, PSE&G is willing to accept the 10% ROE in the Stipulation. PSE&G comments
at 17. The Company also asserts that the S4AE is a voluntary program that PSE&G, alone among
all public utifities in New Jersey, has chosen to pursue in support of the State’s Energy Master Plan
policies, justifying an ROE ‘premium’ even if one were to assume the propriety of Rate Counsel’s
“base” figure of 9.75. As to the potential rate impact of the proposed programs, PSE&G asserts
that while the impacts of the program as filed were reasonable, the rate impacts of the stipulated
S4AE Program are substantially less than those of the filed program, and therefore must be
considered reasonable. PSE&G comments at 17-28.

After reviewing the record, including the comments filed in support of and in opposition o the
Stipulation, the Board FINDS that the costs of capital have been declining since the Board approval
of the Company’s last base rate case. The Board FINDS that the Stipulation makes use of the rate
base/rate of return model and provides contemporaneous cost recovery through a surcharge and
true-up adjustment provision. Accordingly, the Board FINDS that the ROE PSE&G is permitted to
earn should be less than the 10.3 percent originally requested. With regard to the Company's
assertion that it deserves to earn a “premium” return based on the voluntary nature the S4AE
Program, the Board rejects the award of a "premium” ROE based on factors unrelated to program
costs.

The Board recognizes that, when setting a return on equity, regulators think in term of a “zone of
reasonableness,” that is, a range within which experts can disagree. The allowed return on
common equity approved in PSE&G’s last base rate case and requested in this matter was 10.3
percent. More recent returns approved by the Board have ranged from 10.15 percent to 8.75
percent which suggests that 10.3 percent is outside the zone of reasonableness and therefore is
higher than necessary to attract capital and maintain the financial integrity of PSE&G.* The Board
FINDS that the 10.0 percent return on common equity agreed to in the Stipulation is within the zone

? In re the Petition of Atlantic City Electric Company for Approval of Amendments to Its Tariff to Provide for an Increase in Rates and
Charaes for Electric Service Pursyanfto N.J S A, 48:2.21 and N LS A 48:2 21 1 and for Other Appropriate Relief, BPU Docket Na.
ER11080469, CGrder dated 10/23/2012; In rethe Petition of Middlesex Water Company for Approval of an Increase in Rates for Water
Service and Other Tariff Changes, BPU Docket No, WR12010027, Order dated July 20, 2012; In re the Petition of New Jersey American
Water Campany, Inc, for Approval of Ingreased Tariff Rates and Changes for Water and Sewer Senvice; Chanoge in Depreciation Rates
and Other Tariff Modifications, BPU Dockat No. WR11070460, Order dated May 1, 2012, |n re the Pefition of Aqua New Jersey, Inc. for
Approvat of an Increase in Rates for Water Service and Other Tariff Changes, BPU Docket No. WR11120859, Order dated April 11,
2012
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of reasonableness, and APPROVES the 10% ROE for this program based on the types of projects
to be built and the limited scope of the program as proposed in the Stipulation.

The Board notes that the interest component in weighted average cost of capital (“WACC”) is the
current embedded cost of debt or 5.1702 percent. The current embedded cost of debt is lower than
the embedded cost of debt from the last base rate case and better reflects current conditions in the
capital markets. This updated cost of debt also benefits ratepayers. The Board FINDS that the
current cost of debt is reasonable.

With regard to the method of recovery, the Board notes that contemporaneous recovery of program
costs should be ulilized only in the most limited of circumstances. Generally, rates should be
determined in a process that allows for full consideration of costs and revenues to determine just
and reasonable rates. Full base rate case proceedings allow for thorough examination of a utility's
cost of providing service as well as consideration of any cost savings in operations and or additional
revenue that may offset costs to arrive at an accurate cost of service estimate. In the case at hand,
the program size and term are of limited scope, and approval of the return and recovery method
simply extends the terms of an existing limited program, Based on the reduced size of the program,
together with the fact that it is a continuation of a previously approved program with like features,
the Board FINDS that extension of the cost recovery provisions of the S4AE Program as reflected in
the Stipulation is not unreascnable.

While generally finding that the Stipulation complies with the law and Board policy, the Board is
mindful of Rate Counsel's and NJLEUC's concerns about oversight of the S4AE Program and its
use of ratepayer funds. The Board agrees that for the public interest to be best served, Board
oversight must be clearly delineated, and the functioning of the S4AE Program must be as
transparent as possible. Accordingly, the Board therefore FINDS that the Stipulation must be
modified as set forth below to provide sufficient additional reporting and controls to ensure that
ratepayer funds are used in a reasonable and prudent manner. The Board is not persuaded that
requiring such additional reporting and conirols in any way supplants the Company’s right to control
its day to day operations but only reflects the Board's obligation to supervise the activities of a
public utility to ensure that it provides safe, adequate and proper service at just and reasonable
rates. N.J.S.A. 48:2-13, 2-23.

First, the Board CLARIFIES that consistent with the Program rules as set forth in Attachment E to
the Stiputation and N.J.S.A. 48:3-98.1, all S4AE projects shall be located in PSE&G's service
territory, and all projects shall be interconnected to PSE&G's electric distribution system.

After a review of the full record including alt the filings, festimeny, and comments, the Board FINDS
that it is prudent and reasonable to require more detailed monthly reporting measures within the
S4AE program than were required with the Solar for All program. Therefore, the Board DIRECTS
PSE&G to submit an S4AE Monthly Activity Report ("MAR”) program consistent with the
requirements set forth in Appendix A —Solar for All Extension Monthly Activity Report. The MAR is
to serve as the Company's primary reporting tool for the S4AE Program.

The S4AE MAR shall be transmitted to Secretary of the Board and Rate Counsel consistent with
the requirements set forth in Appendix A. The S4AE MAR shall aiso be transmitted to Office of
Clean Energy, the Division of Energy and Rate Counsel electronically on or before the 20" day of
the following month of the S4AE MAR reporting period.

Additionally, to ensure appropriate Board oversight, the Board also FINDS that the following
amendmenis to the proposed Program Rules are reasonabie and necessary.

The Board DIRECTS P3SE&G to implement a project selection assessment for each project prior to
the award of any contract in the S4AE program. Within 30 days of the service of this Order,
PSE&G shall submit to Board staff and Rate Counsel a manuai for their review that includes the
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specific project award selection policies and procedures for making a contract award in each
segment of the S4AFE program, including:

1. Landfills/Brownfields

2. Pilot Program on Underutilized Government Facilities
3. Pilot Program on Grid Security/Storm Preparedness
4. Pilot Program on Innovative Parking Lot Applications

The S4AE project award selection policies and procedures manual shall include the specific
evaluation criteria for meeting the objectives of the program as set forth in this Order and in the
Stipulation. The manual shall document the cost effectiveness criteria used for each segment in the
selection of a project for award of a contract. In addition, the standard contracts and lease
agreement for all segments shall be submitted as part of the S4AE project award selection policies
and procedures manual. The cost effectiveness criteria shall be based on the best available cost
data and shall be updated every six months during the duration of the S4AE Program.

The Project Award Selection assessment and evaluation for each project in each segment shall be
submitted to the Board staff and Rate Counsel for review 10 days prior to the award of a contract by
PSE&G. The assessment and evaluation submitted to Board staff and Rate Counsel by PSE&G
shall include the rationale for each award as consistent with the S4AE Project Award Selection
Policies and Procedures Manual, as well the cost effectiveness determination of the award.

The assessment and evaluation shall document the total estimated cost of each project and all
general and specific contract conditions. Board staff and Rate Counsel shall have 10 business
days to raise any issues as to why the contract does not meet the approved S4AE Policies and
Procedures Manual. If no action is taken by Board staff or Rate Counse! within the 10 business
days, the contract shall be deemed authorized. If either Board staff or Rate Counsel contends that
the award would not be consistent with the S4AE objectives, PSE&G shall have the right to file a
formal request to the Board for Board review of the contract award.

In addition, the Board recognizes that based upon changing market conditions and market
response to the different segments of the S4AE Program, PSE&G may require more flexibility in
reallocating capacity designated for the landfill/brownfieids market segment than is provided in the
Stipulation. The Board therefore QORDERS that PSE&G may seek Board approval to reallocate up
to ten percent of the megawatts currently allocated to landfills and brownfields to the other three
segments of the S4AE Program in response to changing market conditions and/or the extent of
demand for the segments, after notice and opportunity for comment.

Based on the rates in effect as of February 1, 2013, a typical residential electric customer using 780
kilowatt-hours per summer month and 7,360 kilowatt-hours on an annuat basis and on BGS-FP
service with PSE&G would see an initial increase in the annual bill from $1,349.08 to $1,349.36 or
$0.28 or approximately 0.02%. The maximum expected rate impact for the same typical residential
customer from this program is projected to occur in the October 1, 2015 through September 30,
2016 cost recovery period, and is expected to be an annual increase of $4.44 or 0.329%. The
Board FINDS these rates to be reasonable in light of the expected benefits of the S4AE Program as
described above.

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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As modified by this Order, the Board HEREBY APPROVES the Stipulation.

Approval of the

Stipulation is predicated on the specific facts of this matter, and establishes no precedent for the

resclution of other matters.

DATED: 5/3{/ /3

é%SE’PH L. FIORDALISO

MMISSIONER

BOARD OF PUBLIC UTILITIES
BY:

Lpdrr

ROBERT M. HANNA'
PRESIDENT

OMMISSIONER
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DISSENT BY COMMISSIONER JEANNE M. FOX

| have serious concerns regarding the extension of PSE&G's Solar Generation Investment Program
{(*S4AE"™ and its impact upon ratepayers and the SREC market. 1 am proud of the solar
accomplishments in New Jersey, and | have voted in favor of the extended EDC SREC financing
and loan programs that provide financial assistance to the competitive solar market, the market
segment negatively impacted by the SREC market oversupply.

The stipulation which was presented to the Board (“Stipulation”) inciudes an estimated cost of $247
million to add 45 MW of utility owned capacity to an already oversubscribed solar market. Board
Staff forecasts the SREC market to continue to be oversupplied through Energy Year 2016, and
has estimated that the S4AE Program will add an additional 54,000 SRECs annually to this market.
~ [n addition to the costs imposed on PSE&G ratepayers, those PSE&G customer-generators that
have invested in their own solar electric systems are likely to be negatively impacted by depressed
SREC prices that could result from these additional SRECs.

PSE&G's proposed investment of $247 million is estimated by the Company to cost the average
residential ratepayer $4.44 per year in Energy Year 2016 when charges reach their highest level.
This cost should be considered in the context of the other large anticipated expenditures likely to be
recovered from PSE&G ratepayers in response to Hurricane Sandy and other extreme weather
events caused in part by climate change and sea level rise, to help prepare for future storms, and
for energy efficiency programs.

[ would like the Rutgers Center for Energy, Economic & Environmental Policy to evaluate the cost
effectiveness of PSE&G’s program, and do an impact assessment study, just as Rutgers provided
in 2008 and 2009. | believe that PSE&G should be required to provide detailed and accurate cost
support for the past pilot programs as well as current and future expenses for the S4AE Program.

Because | am concerned about the impact on ratepayers and the SREC market, | dissent from the
Board's decision.

ATTEST:

KRISTI 1ZZO
SECRETARY

oot the vithia
‘w . Md“m
T
Liden - »

58=
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Suite 200

King of Prussia, PA 18406

Susan P, LeGros, Esq.

Stevens & Lee, P.C.

620 Freedom Business Centar,
Suite 200

King of Prussia, PA 12406

Paul F. Forshay, Esq.

Suthetland Asbill & Brennan LLP
1275 Pennsyivania Avenue, NW,
Woashington, DC 20004

Steven. S. Goldenberg, £sq.
Fox Rothschild LLP

Princeton Pike Corporate Center
997 Lenox Drive, Building 3
Lawrenceville, NJ 08648-2311

Tony Shay, Vice President
Sales and Government Affairs
Petra Solar

300-G Corporate Court

South Plainfield, NJ 07080

Cynthia L. M. Holland, Esq.
Genova, Bums, Giantomasi and
Woebster

484 Broad Street

Newark, NJ 07102-3230

James E. McGuire, Esq. Hani Khour, Esq. Drew Torbin

Reed Smith LLP Awad & Khoury, LLP Vice President- Renewable Energy
WattLotts LLC 777 Terrace Avenue Prologis

136 Main Street Suite 303 4545 Airport Way

Princeton, NJ 08540 Hasbrouck Heights, NJ 07604 Denver, CO 80239

Robert F. Shapiro Robert T. Lawless Witliam Potter

Partner Hedinger & Lawless L.L.C. Potter and Dickson

Chadbourne & Parke, LLP 147 Columbia Turnpike MSEIA

1200 New Hampshire Ave, NW
Washington, DC 20036

Florham Park, NJ 07935-2145

194 Nassau Street, Suite 32
Princeton, NJ 08542-7003

Pamela J. Scott, Esq.
Atlantic City Electric
Assistant General Counsel
P.0O. Box 6086

Newark, DE 19714-6066

Michael R. Yellin, Esq.

Cole, Schotz, Meisel Forman and
Leonard, P.A.

Afttorneys for KDC Solar LLC

25 Main Street

Hackensack, New Jersey 07601

Gary Weisman, Esq,

New Jersey Solar Energy Coalition
2520 Highway 35, Suite 301
Manasquan, NJ 08736
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Aftachment A

Monthiy Reporting for PSE&G Sclar 4 All Extension Program
Monthly Activity Report {*MAR")

The MAR shall be transmitted as an Excel spreadsheet and as Word document format, as
appropriate.

The MAR shall be fransmitted to the Divisions of Energy and Audits and to the Office of Clean’
Energy and to Rate Counsel electronically on or before the 20" day of the following month for which
the MAR is reporting.

The MAR shall report on the following segments

1. Properly closed landfills/brownfields
2. Underutilized Government Facilities
3. Grid Security/Storm Preparedness

4. Innovative Parking Lot Applications

The following data shall be provided by project after an award for a project has been committed and
updated periodically:

the owner of the property;
the installer/develcper;
the operator of the installed project
the total cost per project by the following categories

i. design costs

ii. equipment cost by panel, inverter and balance of system

iii. labor cost (PSE&G vs. non-PSE&G, by task) ;

v. soft costs including permitting and interconnection
Annual fease payments
Any other costs associated with the installed project
Site location of the installation by street address, city and zip code;
market segment
Inventory of equipment installed including both the panels and the inverter and all
balance of system equipment;
Status of the installation;
Anticipated and actual SREC revenues;
Capacity of the project;

. Any additional revenue stream; and

All application fees

i. Assessed

i. Paid

0ooe

@

Summary of the number of units and the capacity installed per month and year to date (YTD) for
each segment separately and in total.

Full accounting of the funds expended per month and YTD for each segment and in total.
Fult accounting of the funds committed per month and YTD for each project, each segment and in
total

Summary of the performance of the systems including the expected and measured
output/production, such as energy, capacity, and voltage provided. Al other grid and project
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performance shall be provided as available.

Summary of any problems encountered during the month — number of panelsfinverters that are not
working, disconnected or low performance, the reason for the performance failure, and the
remediation steps {aken to improve/resolve the problem.

Summary of any benefits experienced during the month, including but not limited to environmentai
and economic benefits
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April 26, 2013
~ In the Matter of the Petition of -
Public Service Electric and Gas Company
for Approval of a Solar Loan III Program and
an Associated Cost Recovery Mechanism and
for Changes in the Tariff for Electric Service,
B.P.UN.J. No. 15 Electric Pursuant to
N.J.S.A. 48:2-21 and N.J.S.A. 48:2.21.1
(“Solar Loan III Petition™)
BPU Docket No. EQ12080726

i

In the Matter of the Petition of
Public Service Electric and Gas Company
for Approval of an Extension of a
Solar Generation Investment Program
and Associated Cost Recovery Mechanism
and for Changes in the Tariff for Electric Service,
B.P.U.N.J. No. 15 Electric Pursuant to
N.JLS.A. 48:2-21, 48:2-21.1 and N.J.S.A. 48:3-98.1
(“Solar4All Extension Petition”)
BPU Docket No. E012080721

VIA ELECTRONIC & REGULAR MAIL

Kristi Izzo, Secretary

New Jersey Board of Public Utilities
44 South Clinton Avenue, 9" Floor
P.O. Box 350

Trenton, New Jersey 08625

Dear Secretary Izzo:

Enclosed for filing are an original and ten (10} copies of a Settlement - -
Agreement in the above-referenced matters.

The following parties have signed the Settlement Agreement with respectto -
the Solard4All Extension Petition: Public Service Electric and Gas Company (“PSE&G™), - ...
the Staff of the New Jersey Board of Public Utilittes (“BPU “or “Board”), the Solar = . .- “\



Kristi [zzo, Secretary -2- 4-26-2013

Energy Industries Association (“SEIA™), Mid-Atlantic Solar Energy Industries
Association ("MSEIA”), Prologis, and KDC Solar LLC (“KDC Solar”). The signature
pages of the aforementioned parties are attached to the Settlement Agreement. In
addition to the parties that have signed the Settlement Agreement, we have been advised
that Sundurance Energy agrees in principle with the agreement and intends to sign on to
it shortly. In addition, the Solar Energy Coalition has provided a letter, which is being
submitted herewith, in support of the Settlement Agreement with respect to the Solar 4
All Petition.

The following parties have signed the Settlement Agreement with respect to
the Solar Loan III Petition: PSE&G, Board Staff, SEIA, MSEIA, and KDC Solar. The
signature pages of the aforementioned parties are also attached to the Settlement
Agreement. The letter from the Solar Energy Coalition referenced above has also been
filed in support of the Solar Loan III Petition.

PSE&G has agreed to extend the Board’s review period for these matters,
as provided for under N.J.S.A. 48:3-98.1, to no later than May 31, 2013. Also provided
herewith is an Extension Stipulation providing for that extension and also providing that
the parties shall have until May 9, 2013 to submit comments on the Settlement
Agreement, with reply comments due on or before May 13, 2013. Board Staff has agreed
that these matters will be listed for determination on the Board’s May 29, 2013 agenda
and that an Order will be issued no later than May 31, 2013.

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

Respectfully submitted,

,’Wm L 2 vs

Matthew M. Weissman

C E-Mail Only
Attached Service List
Robert M. Hanna, President
Joseph Fiordaliso, Commissioner
Jeanne M. Fox, Commissioner
Mary-Anna Holden, Commissioner
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BPU

William Agee, Esg.

Board of Public Utilities

44 South Clinten Avenue, 9th Flr.
P.O. Box 330

Trenton, NJ 08623-0330
PHONE: (609)292-1616

FAX; (609} 292.3332
william.agee{@bpu.state,nj.us

Alice Bator, Bureau Chijef

Board of Public Utilities

Division of Energy

44 South Clinton Avenue, Sth Floor
£.0, Box 350

Trenton, NJ 08625-0350

PHONE: (609) 943-3805

FAX: () -

alice. batori@bpu.state.nj.us

Rachel Boylan

Board of Public Utilities

44 South Clinton Street, 9th Flr,
P.O. Box 350

Trenton, NJ 08625-0350
PHONE: (609) 292-1458
FAX: {609)292-3332
Rachel.Boylan@bpu.siate.nj.us

John Garvey

Board of Public Utilities

44 South Clinton Avenue
P.Q. Box 350

Trenton, NJ 08625-0350
PHONE: (_ ) _ -
FAX: (__ ) __ -
John.garvey(@bpu.state.nj.us

Seott Hunter

Board of Pubiic Utilities

44 South Clinten Avenue, 9th Flz.
P.O. Box 350

Trenton, Nj 08625-8350

PHONE: (609} 292-1956

FAX: (__y__ -
B.Huntergibpu.state.nj.us

Kristi izzo, Secretary

Board of Public Dtitities

44 South Clintor Avenue, %th Fir.
P.0. Box 350

Trenton, NJ 08625-0350
PHONE: {609} 292-1599
FAX:(_ ) __ -
kristi.izzo@bpu.state.nj.us

Son Lin Lai

Board of Puiblic Utilities

44 South Clinten Avenue, 9th Flr.
P.O. Box 350

Trenton, NJ 08625-0350
PHONE: {609)292-2058

FAX: (__ )y _ -
son-lin.laiibpu.state.nj.us

Christine Lin

Board of Public Utilities

44 South Clinten Avenue, 9th Flr,
P.0. Box 350

Trenton, NJ 08625-0330
PHONME: {609} 292-2034

FAX: {_ ) -
christine.lin@bpu. state.nj.us

Jerome May, Director

Board of Public Utilities

Division of Energy

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

Trenton, NJ 08625-0330
PHONE: {609) 292-3960

FAX: (__ ) _ -

Jerome. maypbpu.state.nj,us

Stacy Peterson

Board of Public Utilities

Division of Energy

44 South Clinton Avenue, 9th Flr.
P.0. Box 350

Trenton, NJ 08625-G350
PHONE; (609} 292-4517

FAX: () -
stacy.peterson(@bpu.state.nj.us

Andrea Reid

Board of Public Utilities

Division of Energy

44 Seuth Clinton Avenue, 9th Flr,
P.Q. Box 350

Trenton, NJ 08625-0350
PHONE: (649} 292-4518

FAX: () __ -
andrea.reid(@bpu.state.nj.us

Andrea Sarmentero-Garzon
Board of Public Utiliti

44 South Clinton Avenue
B.O. Box 350

Trenton, NJ 08625-0350
PHONE: {600) 292-1496
FAX: {609) 2923332

andrea.sarmentero-garzonf@bpu.state.nj.us

Michael Winka, Director

Board of Public Utilities

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

Trenton, NJ 08625-0350
PHONE: (609)777-3312

Fax:{ Jy__ -
m.winkat@bpu.state_nj.us

DAG

Veronica A, Beke, DAG

NJ Dept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Floor
P.O. Box 45029
Newark, Nj 07101
PHONE: (__)_ -
FAX:i__ 3y -
Yeronica.Beke@@dol.Ips.state.nj.us

Carolyn Mcintosh, Deputy Attorney
General

NJ Departinent of Law and Safety
124 Halsey Street

PO Box 45029

Newark, NJ 67161

PHONE: (973) 648-3762

FAX: {973) 648-3355
carclyn.meintosh(@dol. Ips.state.nj.us

Alex Moreau, DAG

NJ Dept. of Law & Public Safety
Division ot Law

124 Halsey Street, 5th Flr.

P. 0. Box 435029

Newark, N1 07101

PHONE: {973) 648-3762

FAX: (973) 648-3553

Alex. Moreau@dal.lps.state.nj.us

Joshua Rabinowitz, DAG
Department of Law & Public Safety
124 Halsey Street
P.0. Box 45029
MNewark, NJ 07101
PHONE: {_ y_ -
FAX: (__y_ -

joshua rabinowitz@dol.ips.state.nj.us

Babette Tenzer, DAG

NJ Dept, of Law & Public Safaty
Division of Law

124 Halsey Street, 5th Flr.

PO Box 45029

Newark, NJ 0710t

PHONE: (973) 648.7811

FAX: (973) 648-3555
babette.tenzer@dol.Ips.state.nj.us

Kidar Twine, Paralegal

NI Dept. of Law & Public Safety
Division of Law

124 Halsey Streat

P.O. Box 45029

Newark, NJ 07101

PHONE: {973) 648-3755

FAX: (973) 648-3535
kidar.bwinegBdol. Ips stale.nj.us

Caroline Vachier, DAG, Section Chief,
Deputy Attorney General

N3 Dept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Fr.

P.O. Box 45029

Newark, NJ 07101

PHONE: (973) 648-3709

FAX: (973) 648-3555
caraline.vachien@dol.Ips.state.nj.us

David Wand, DAG

NJ Dept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Fir.

P.O. Box 45029

Newark, N1 0710?

PHONE: {973) 6483441

FAX: (__ )y -
david.wand@dol.ips.state.nj.us

RATE COUNSEL

Stefanie A. Brand, Director
Division of Rate Counset

140 East Front Street, 4th Flr.
Treaton, MI 08625

PHONE: {609) 984-1460
FAX: (___y_ -

shrand(iDrpa.state.nj.us

Paul Flanagan, Litigation Manag:
Division of Rate Counsel

140 East Front Street, 4th Flr.
Trenton, NJ 08625

PHONE: (609) 984-1160
FAX:(_ ) -
pflanagang@rpa.siate.nj.us

Kurt Lewandowski, Esq.
Assistant Deputy Public Advocat
Division of Rate Counsel

140 East Front Street, 4th Flr.
Trenton, NJ GB625

PHONE: (669} 384.1.460

FAX: (__)_ -

klewando(@rpa.state.nj.us

Shelly Massey, Paralegal
Division of Rate Counsel

14 East Front Street, Jth Flr.
Trenton, NJ 08625

PHONE: (609) 984-1460
FAX: (_ ) __-_
smassey(frpa.state.nj.us

Maria Novas-Ruiz, Esg.
Diivision of Rate Counset

144 East Front Street, 4th Flr.
Trenton, NJ 08625

PHONE: (609) 984-1460
FAX: (") _ -
muovas. nizi@rpa.state.nj.us

Sarah Steindel

Division of Rate Counsel

14 East Front Street, 4th Fly.
Trenton, N} 08625

PHONE: (609) 984-1460
FAX: (__)___-
ssteindef@lrpa.state.nj,us

Felicia Thomas-Friel, Managing
Attorney - (Gas

Division of Rate Counsel

140 East Front Street, 4th Fir.
Treator, NJ 08625

PHONE; (609} 984-1460
FAX: (__)__~
fthomas(@rpa.state.nj.us

RATE COUNSEL CONSULT#

Andrea Crane

The Columbia Group, Ine.
90 Grove Street, Suite 211
Ridgefield, CT 06877
PHONE: (203)438-2999
FAX: {_ ) _ -
cteolumbiaftaol.com
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David Dismukes

Acadian Consulting Group
380D One Perkins Place Drive
Suite 3F

Baton Rouge, LA 70808
PHONE: (225)578-4343
FAX: (__ )y __ -
daviddismukes@acadianconsu]ting.com

ATLANTEC CITY ELECTRIC CO.

Pameia 1. Scont

Atlantic City Electric Company
P.O. Box 6066

Newark, DE 197146066
PHONE: {302)429.3143
FAX: (_ ) _ -
Riscott@pepcoholdings.com

MSEIA

R. William Potter - MSE{A
194 Nassau Street, Suite 32
Princeton, NJ 08542-7003
PHONE: {609} 921.0555
FAX: (609} 921218
potterrexidles.com

NJLEUC

Paut ¥, Forshay, Esq.

Sutherland, Asbill & Brennan, LLP
1275 Pennsytvania Avenue, NW
Washington, DC 20004

PHONE: (202) 383-0100

FAX: (202) 637-3503
pforshay@sablaw.com

Steven 8. Goldenberg, MILEUC, Esq,
Fox Rothschild LLP

Princeton Corporate Center

997 Lenox Drive, BLDG. 3
Lawrenceville, NJ 08648-2311
PHONE: (609) 896-4386

FAX: {60%) RO6-1469
SGoldenberg(@foxrothschild.com

NJSEC

Fred . DeSanti

MC2 Public Affairs, LLC
P.O. Box 232

Brookside, NJ 07925
PHONE: (__)__ -

FAX: (_ ) _ -
fred.desanti@mc2publicaffairs.com

Gary Weisman, Presiden:

New Jersey Solar Encrgy Coalition
2520 Highway 33, Suite 301
Manasquan, NJ 08736

PHONE: {_ ) _ .

FAX: (__)_ -
gary. weisman{idgrail.com

NJSIMA

Hani Khoury

Awad & Khoury, LLP

777 Terrace Avenue, Suijte 303
Hasbrouck Helghts, NJ 07604
PHONE: (201} 462-9500
FAX: 1201) 462950
hani@awadkhoury.com

PETRA SOL

Matthew Davey

300-G Corporate Court

South Plainfield, NJ 07080
PHONE: (732} 429-6461
FAXc(_ ) __ -
marthew.davey@petrasolar.com

PROLOGT.

Rabert F. Shapire

Chadbowmne & Parke LLP

1200 New Hampshire Avenus, NW
Washington, DC 20036

PHONE: {202) 974-3600

FAX: () -
rshapiro@@chadbourne.com

Drew Torbin, VP - Rencwable Energy
Prologis

4545 Airport Way

Denver, CO 80239

PHONE: {303) 567-5143

FAN: (_ 3y _ -
atorbin(@protogis.com
SEIA

Katie Bolcar Rever
PHONE: (__ -
FAX: () -
KBolcar@seia.org

Michael A, Grzin, Esq.
Stevens & Lee, P.C.

7 Nosth 2nd Strest

16tk Floor

Harrisburg, PA 17101
PHONE: (717) 255-7365
FAX: (610)988-6852
magf@stevenslee.com

Susan P. LeGros

Stevens & Les

620 Freedom Business Center
Suite 200

P.O. Box 62330

King of Prussia, PA 19406
PHONE: {610) 205-6006
FAX: (6]10) 988-0862
spl@stevenslee,.com

Fred Zalcman

PHONE: (_ 3 -
FAX: (__)_ -
fzalcman@sunedison.com

SUNDURANCE

Robert T. Lawless
Hedinger & Lawless LLC

147 Columbia Turnpike
Florham Park. NJ 07032-2145
PHONE: (973) 301-3100
FAX: (973) 301-919]
rlawiess (Phedlaw.com

WATTLOTS

William E. 8, Kaufinan, CEQ
Wattlots, LL.C

1932 Long Hili Road
Millington, NJ 07944
PHONE: (877) 928-8568
FAX: () .

wkanfman@wattlots.com

James E, McGuire { Wartlots ) Esq.
Reed Smith LLP

Princeton Forrestal Viilage

{36 Main Street, Suite 750
Princeton, NJ 08540

PHONE: (609) 514-5968

FAX: { ) —
jemcguire@reedsmith.com

Lance Miller

Omni Envionmental, LLC
321 Wall Street
Princeton, NI 08540
PHONE: (609} 454-4568
FAX: (_ ) -
Iméiler@omni-env.com

PSE&G

Sheree Kelly, Esq,

Assistant General Regulatory Counsel

PSEG Services Corporation -
80 Park Plaza, T-05

Newark, NJ 07102

PHONE: (973) 430-6468

FAX: {973} 430-5583

sheree kelty@pseg.com

Connie E. Lembo

PSEG Services Corporation
80 Park Plaza, T-03
Newark, NJ 07162

PHONE: (573) 430-6273
FAX: (973) 430-5983
constance. lembo(@pseg.com

Matihew M. Weissiman, Esq.
Public Service Electric & Gas Co,
80 Park Plaza, T-5

Newark, NJ 07101

PHONE: (973} 430.7052

FAX: (973) 4305983
matthew.weissman@pseg.com
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Wiiliam Agee, Esq,

Board o Public Utilities

44 South Clinton Avenus, 9th FIr.
P.O. Box 330

Trenton, NJ 08625-0350

PHONE: (609) 292-1616

FAX: (600)292.3332
william.ageef@bpu.state.nj.us

Alice Bator, Bureau Chief
Beoard of Public Utilities
Division of Energy

44 South Clinton Avenue, 9th Flaor

P.O. Box 350

Trenton, NJ 08625-03350
PHONE: (609) 943-3805
FAX: (__)_ -
alice.batordbpu.state.nj.us

Rachel Boylan

Board of Public Utilities

4 South Clinton Street, 9th Fir.
P.O. Box 350

Trenton, NJ 08625-03350
PHONE: (609} 292.1458
FAX: (609) 292-3132

Rachel. Boylan@hpu.state.nj.us

Tricia Catiguire, Chief Counsel
Board of Public thilities

44 Sauth Clinton Avenue

P.0. Box 350

Trentonr, NJ 08625-0350
PHONE: {609)292-1482
FAX: () __-_
Tricta.Caliguire@bpu. state,nj.us

John Garvey

Board of Public Utifities

44 South Clinton Avenue
2.0. Box 350

Trenton, NJ 08625-0350
PHONE: {__)__ -
FAX: (__ ) -
john.garvey(@bpu.state.nj.us

Seott Hunter

Board of Pyblic Utilities

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

Trepton, Nj 08625.0350

PHONE: (609)292.1956

FAX:{ _ )y -
B.Hunter{@bpu.stale.nj.us

Kristi Izzo, Secretary

Board of Public Utilities

44 South Clinton Avenue, Sth Flr,
P.Q. Box 350

Trenton, NJ 0B625-0350
PHONE: (609)292.1599
FAX:(__ )y -
kristl.izzof@bpu.state.nj.us

Christine Lin

Board of Pubiic Utilities

44 South Clinton Avenue, %th Flr,
P.O. Box 350

Trenton, NJ 08625-0350
PHONE: (609) 292.2956

FAX: (__y_ -

christine. lin@bpu.stale.nj.us

Jerome May, Director

Board of Public Utilities

Division of Energy

+4 South Clinton Avenue, 9th Flr.
P.O. Box 350

Trenton, NJ 08625-0350
PHONE: {609) 292-3960

FAX: (_ ) _ -

Jerome.may@!;;;u.stale.nj.us

Stacy Peterson
Beard of Public Utilities

Division of Energy

+4 South Clinton Avenue, 9th Fir,
P.0. Box 350

Trenton, NJ 08625-0350
PHONE: (60%) 2923517

FAX: (_ )y -

stacy.peterson(i@bpuL state nj.us

Andrea Sarmentero-Garzon
Board of Public Utititi

44 South Clinton Avenue
P.0O. Box 350

Trenton, NJ 08625-0350
PHONE: (609) 292-1496
FAX: (609)292-3332

andrea.sarmentero-garzon(Zbpu. state.nj ns

Nnajindu Ugoji

Baard of Public Utilities

Division of Energy

44 South Clinton Avenue, 9tk Flr,
P.O. Box 350

Trenton, NJ 08625-0350
PHONE: {609) 777-1654

FAX:{ _ ) -
Nnajindus.ugoji@bpu.state.nj.us

Michae! Winka, Director

Board of Public Utilities

14 South Clinton Avenue, 9th Fir.
P.O. Box 330

Trenton, NJ 08625-0350
PHONE: {609) 777-3312

FAX: (__)_ -

m.winka@bpu.state,nj.us

lohn Zarzycki

Board of Public Utiiities

Divisior of Energy

4+ South Clinton Avenue, 9th Flr,
P.O. Box 350

Trenton, NI 08625-0350
PHONE: (609) 341-5738
FAX:(__ )y -
Jjohn.xarzycki@@bpu.state.nj.us

DAG

Jenique Jones, Paralegai

NJ Department of Law and Safety
Division of Law

124 Halsey Street

PO Box 45029

Newark, NJ 07102

PHONE: (__)_ -
FAX:(__V_ -

Jenique jones(@dot Ips.state.nj.us

Alex Moreau, DAG

NI Dept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Fir.

P. Q. Box 43029

Newark, NJ 07101

PHOWNE: {973) 648-3752

FAX: {973) 648.3553

Alex Moreau@dol. Ips.state.nj.us

Joshua Rabinowitz, DAG
Pepartment of Law & Public Safety
124 Halsey Street

P.O. Box 45029

Newark, NJ 07101

PHONE: {3 -

FAX: {__)_ -

Joshua.rabinowitz(@dol.Ips.state.nj.us

Babette Tenzer, DAG

NI Dept. of Law & Pubtic Safety
Division of Law

124 Haisey Street, 5th Fir.

PO Box 45029

Newark, NI 07101

PHONE: (973) 648-7811

FAX: (973)648-3553
babetie.tenzer@dol. Ips.state.nj.us

Caroline Yachier, DAG, Section Chief,

Deputy Attomey General

NJ Diept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Fir.

P.O. Box 45029

Newark, NI 07101

PHONE: (973) 648-3709

FAX: {973) 648-35535
caroline.vachierg@dot.Ips.state.nj.us

David Wand, DAG

NI Dept. of Law & Public Safety
Division of Law

124 Halsey Street, 5th Flr.
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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 AN EXTENSION)
OF A SOLAR GENERATION INVESTMENT ) STIPULATION
PROGRAM AND ASSOCIATED COST )

RECOVERY MECHANISM AND FOR CHANGES )  BPU Docket No. EO12080721
IN THE TARIFF FOR ELECTRIC SERVICE, )
B.P.UN.J.NO. 15 ELECTRIC PURSUANTTO )
NJS.A. 48:2-21,48:2-21.1 AND N.JS.A. 48:3-98.1 )
(“SOLAR4ALL EXTENSION PETITION") )

IN THE MATTER OF THE PETITION OF
PUBLIC SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF A SOLAR
LOAN III PROGRAM AND AN ASSOCIATED
COST RECOVERY MECHANISM AND FOR
CHANGES IN THE TARIFF FOR ELECTRIC
SERVICE, B.P.UN.J. NO. 15 ELECTRIC
PURSUANT TO N.I.S.A. 48:2-21 AND
N.J.S.A. 48:2-21.1

STIPULATION

BPU Docket No. EC12080726

APPEARANCES FOR SOLAR4ALL EXTENSION

Matthew M. Weissman, General Regulatory Counsel-Rates and Sheree L. Kelly,
Assistant General Regulatory Counsel, for the Petitioner, Public Service Electric and Gas
Company

Paul E. Flanagan, Esq., Litigation Manager, Kurt S. Lewandowski, Esq.,
Assistant Deputy Rate Counsel, Maria Novas-Ruiz, Esq., Assistant Deputy Rate
Counsel and Sarah H. Steindel, Esq., Assistant Deputy Rate Counsel and Felicia
Thomas-Friel, Esq., Deputy Rate Counsel (Stefanie A, Brand, Esq., Director, New
Jersey Division of Rate Counsel)

Alex Moreau and T. David Wand, Deputy Attorneys General, for the Staff of the
New Jersey Board of Public Utilities (Jeffrey S. Chiesa, Attommey General of New

Jersey).
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Stephen S. Goldenberg, Esq., and Paul F. F orshay, Esq., Fox Rothschild, LLP,
for New Jersey Large Energy Users Coalition

James E. McGuire, Esq., Reed Smith LLP, for Wattlots, LL.C

Susan P. LeGros, Esq. and Michael A, Gruin, Esq., Stevens & Lee, P.C., for
Solar Energy Industries Association

William Potter, Esq., Potter and Dickson, for Mid-Atlantic Solar Energy
Industries Association

Basem Ramada, Esq., for Petra Solar

Robert F. Shapiro, Esq., Chadbourne & Parke, LLP, for Prologis

Hani Khoury, Esq., Awad & Khoury, Attorneys at Law, for New Jersey Solar
Industry Manufactures Association

Robert T. Lawless Esq., Hedinger & Lawless, LLC, for SunDurance Energy

Michael R. Yellin, Esq., David M. Kohane, Esq., Jason R. Melzer, Esq., &
Marcie R. Horowitz, Esq., Cole, Schotz, Meisel, Forman & Leonard, P.A., for KDC

Solar, LLC
Pamela J. Scott, Esq., for Atlantic City Electric Company

APPEARANCES FOR SOLAR LOAN II:

Matthew M. Weissman, General Regulatory Counsel-Rates and Sheree L. Kelly,
Assistant General Regulatory Counsel, for the Petitioner, Public Service Electric and Gas
Company

Paul E. Flanagan, Esq., Litigation Manager, Sarah H. Steindel, Esq. and James

Glassen Esq., Assistant Deputy Rate Counsels and Felicia Thomas-Friel, Esq., Deputy
Rate Counsel (Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel)

Alex Moreau, T. David Wand, and Joshua T, Rabinowitz, Deputy Attorneys
General, for the Staff of the New Jersey Board of Public Utilities (Jeffrey S. Chiesa,
Attorney General of New Jersey)

James E. McGuire, Esq., Reed Smith LLP, for KDC Solar LI.C

Susan P. LeGros, Esq. and Michael A, Gruin, Esq., Stevens & Lee, P.C., for
Solar Energy Industries Association

William Potter, Esq., Potter and Dickson, for Mid-Atlantic Solar Energy
Industries Association



TO THE HONORABLE COMMISSIONER JOSEPH L. FIORDALISO:

It is hereby AGREED, as of the 26™ day of April, 2013, by and between Public
Service Electric and Gas Company (“PSE&G” or the “Company”), the Staff of the New Jersey
Board of Public Utilities (“BPU “or “Board™), and the undersigned parties (hereinafter referred
to as the “S4AE Signatory Parties”) to execute this Settlement Agreement for PSE&G’s Petition
for Approval of an Extension of a Solar Generation Investment Program and Associated Cost
Recovery Mechanism and for Changes in the Tariff for Electric ("SolardAll Extension Petition”
or “S4AE Program™).

It is hereby FURTHER AGREED, as of the 26" day of April, 2013, by and
between PSE&G, the Board Staff, and certain of the undersigned parties (hereinafter referred to
as the “SLIII Signatory Parties™) to execute this Setilement Agreement for PSE&G’s Solar Loan
III Program and Associated Cost Recovery Mechanism and for Changes in the Tariff for Electric-
Service (“Solar Loan [II Petition,” “Solar Loan [II Program,” or “SLIII™).

The S4AE and SLIH Signatory Parties do hereby join in recommending that the
Board issue a Final Decision and Order approving this Global Settlement Agreement, including
the Program Rules for the S4AE Program and the SLHI Program attached hereto and the

attached proposed sheets of PSE&G’s Tariff for Electric Service, as set forth herein.

L. BACKGROUND

A. SOLAR 4 ALL EXTENSION PROGRAM
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On February 28, 2012 PSE&G held a pre-tiling meeting at the Board’s offices in
Trenton, New Jersey during which it set forth its intention to seek an extension of the original
Solar 4 All Program (“Original Program”). In subsequent meetings held on April 18, 2012 in
Trenton and on July 12, 2012 at the Company’s offices in Newark, PSE&G updated Board Staff
and Rate Counsel regarding its plans to file for an extension of the Original Program:.

On August 1, 2012, PSE&G filed a Petition ("S4AE Petition")' with the Board
seeking approval of an extension of its existing approved Solar 4 All Program.” PSE&G also
filed the supporting testimonies of PSE&G’s Vice President of Customer Operations, Joseph A.
Forline; Stephen Swetz, Director — Corporate Rates and Revenue Requirements, PSEG Services
Corporation; and Donna M. Powell, Assistant Controller of PSEG Services Corporation,

By letter dated August 31, 2012, Board Staff notified PSE&G that the Petition
was administratively incomplete.

On September 12, 2012, PSE&G submitted a supplemental filing to address the
deficiencies identified in Staff's August 31, 2012 letter.

By letter dated October 19, 2012, Staff notified the Company that the Petition was
administratively complete.

By Order dated October 23, 2012, the Board determined that this matter should be

retained by the Board for review and hearing and designated Board President Hanna as the

MO Petition of Public Service Electric and Gas Company for Aporoval of an Extension of a Solar Generation
Investment Program_and Associated Cost Recovery Mechanism and For Changes in the Tariff For Electric
Service, BPU Docket No. Q12080771
In re Petition of Public Service Flectric and Gas Company for Approval of a Solar Generation Investment
Program and Associated Cost Recovery Mechanism. Docket No, E009020125.
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presiding officer.” By Order dated November 19, 2012, President Hanna set forth the procedural
schedule for this matter,

Motions to intervene were filed on behalf of: the Solar Energy Industries
Association (“SEIA”), WattLots, L.L.C. ("WattLots"), New J ersey Large Energy Users Coalition
("NJLEUC™), Petra Solar, Inc. ("Petra Solar") Mid-Atlantic Solar Energy Industries Association
(“MSEIA™), Prologis, New Jersey Solar [ndustry Manufacturers Association ("NJSIMA"™),
Sundurance Energy ("Sundurance"), KDC Solar LLC ("KDC Solar”), and New Jersey Solar
Energy Coalition (“NJSEC”). In addition, Atlantic City Electric Company ("ACE") filed a
motion to participate. By Orders dated November 29, 2012 and January 9, 2013, the Board
granted the aforementioned motions to intervene® and motion to partictpate,

Public hearings were held in New Brunswick on November 27, 2012, in
Hackensack on November 29, 2012, and in Mt. Holly on December 4, 2012, Numerous
members of the public spoke in support Qf the S4AE Program, including representatives from
various labor unions, solar developers, contractors and environmental groups. Concerns about
overall costs of the Program were expressed by AARP and Rate Counsel. Additionally, one
customer expressed some general concerns over utility communication with customers and
utitity bills.

On January 18, 2013, the Rate Counsel submitted the pre-filed direct testimony of
Andrea C. Crane and David E. Dismukes. In addition, direct testimony was filed by interveners

SEIA, Wattlots, KDC, MSEIA, Sundurance and Petra Solar.

* President Hanna subsequently designated BPU Commissioner Fiordaliso as the presiding officer in this matter.

4 NISEC’s motion was conditioned upon it obtaining counsel. That condition was not met, so PSE&G has not
included NISEC as a signatory party to the within agreement.
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On February 4, 2013, PSE&G submitted the pre-filed rebuttal testimony of
Terrence J. Moran, Director of Market Strategy and Development; Paul Ronald Moul -
Managing Consultant at the firm P, Moul & Associates; Stephen Swetz - Director — Corporate
Rates and Revenue Requirements; and Jorge L. Cardenas - Vice President — Asset Management
and Centralized Services. Rate Counsel, also on February 4, 2013, submitted the rebuttal
testimony of David E. Dismukes. SEIA witness Katie Bolcar-Rever filed rebuttal testimony in
response to the direct testimony of Wattlotts.

On February 8, 2013, Rate Counsel filed a motion in limine to strike the testimony
of Paul Moul and Jorge Cardenas or, altematively, extend by sixty days the time for Rate
Counsel to issue discovery on the rebuttal testimony and to present written surrebuttal testimony.

On February 13, 2013, PSE&G filed its opposition to the motion asserting that the
challenged testimony was properly submitted and responsive to Rate Counsel’s testimony,

On February 15, 2013, a revised schedule was agreed to between the Parties,
allowing time for written surrebuttal and limited discovery by Rate Counsel.

By Order dated February 21, 2013, President Hanna approved a revised
procedural schedule. Pursuant to the modified procedural schedule, on March I, 2013, Rate
Counsel submitted the surrebuttal testimony of Andrea C. Crane, David E. Dismukes, and
Matthew I Kahal.

Commissioner Fiordaliso presided over evidentiary hearings in this matter, which
took place on March 18, 19 and 21, 2013. PSE&G proffered three witnesses covering the
Program components, need for the Program, cost of capital and cost recovery. Rate Counsel also

proffered three witnesses. SEIA and Wattlots each proffered a witness. In addition to the
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written pre-filed direct, rebuttal and surrebuttal testimony submitted by the parties, PSE&G and
Wattlotts presented oral surrebuttal testimony at the time of the hearings.

Throughout the course of this proceeding, the parties have served and responded
to numerous discovery requests, which have all been moved into evidence and are patt of the

record in this matter,

B. SOLAR LOAN I PROGRAM

The Solar Loan III Program was developed in accordance with the Board’s Order
dated May 23, 2012 in Docket No. EOQ110503] 1V (“May 2012 Order”) concerning future public
utility investment in renewable energy programs. The May 2012 Order adopted the
recommendation of the Board’s Office of Clean Energy (“OCE”) to extend the existing Electric
Distribution Company (“EDC™) SREC financing programs by 180 MW over a three-year period.
PSE&G’s share of that additional capacity is 97.5 MW.? The May 2012 Order directed each
EDC to indicate in writing its acceptance of its respective allocation. On June 1, 2012, PSE&G
submitted correspondence accepting its respective allocation.

As provided for under the May 2012 Order and subsequent communications from
the OCE, PSE&G convened a pre-filing meeting for its Solar Loan III Program with Board Staff

and Rate Counsel on July 12, 2012.

e T

N

All references to MW capacity of Solar Systems in this Settlement Agreement areli; direct current or “dc.” The

electricity generated by a solar system passes through an inverter and is converted altermating current or “ac,”
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On August 1, 2012, PSE&G filed 3 petition {"SLIII Petition"} with the Board
seeking approval of its Solar Loan [{I Program.® PSE&G also filed the supporting testimonies
of PSE&G’s Vice President of C ustomer Operations, J oseph A, Forline: Stephen Swetz, Director
— Corporate Rates and Revenue Requirements, PSEG Services Corporation; and Donna M.
Powell, Assistant Controller of PSEG Services Corporation.

By letter dated August 31, 2012, Board Staff notified PSE&G that the SLIII
Petition was administratively complete and the 180-day review period under N.JI.S.A. 48:3-98.1
commenced on August 31, 2012.

By Order dated September 13, 2012, the Board determined that the matter should
be retained by the Board for review and hearing and designated Commissioner Fiordaliso as the
Presiding Officer.

By Order dated October 4, 2012 Commissioner Fiordaliso set forth the procedural
schedule for this matter. The procedural schedule anticipated a March 2013 agenda date.’

Public hearings were consolidated with the S4AE public hearings and held in
New Brunswick on November 27, 2012, in Hackensack on November 29, 2012, and in Mt. Holly
on December 4, 2012.

Motions to intervene were filed on behalf of the following parties: SEJA, NJSEC,
KDC Solar and MSEIA. By Order dated December 3, 2012 Commissioner Fiordaliso granted

the motions to intervene.

¢ I/M/O The Petition of Public Service Electric and Gas Company for Approval of 2 Solar Loan {If Program and
Associated Cost Recovery Mechanism, Docket No. EO12080726.
By Order dated January 23, 2013, the Board approved a Stipulation to extend the deadiine for Board action on
the Petition to April 1, 2013.The Board subsequently approved a Stipulation to extend the deadline for Board
action until May 1, 2013.




On January 11, 2013, Rate Counsel submitted the pre-filed direct testimony of
Andrea C. Crane and David E. Dismukes. |

On February 6, 2013, PSE&G submitted the pre-filed rebuttal testimony of
Terrence J. Moran, Director of Market Strategy and Development; Paul Ronald Moul -
Managing Consultant at the firm P. Moul & Associates; Stephen Swetz - Director —~ Corporate
Rates and Revenue Requirements; and Jorge L. Cardenas - Vice President — Asset Management
and Centralized Services. SEIA also filed rebuttal testimony.

On February 12, 2013, Rate Counsel filed a motion in limine to strike the
testimony of Paul Moul and Jorge Cardenas or, in the alternative, extend by sixty days the time
for Rate Counsel to issue discovery on the rebuttal testimony and to present written surrebuttal
testimony.

On February 15, 2013, the Parties agreed to a revised schedule, allowing time for
written surrebuttal and limited discovery by Rate Counsel.

By Order dated February 21, 2013, Commissioner Fiordaliso approved that
revised procedural schedule, and on March 1, 2013, Rate Counsel submitted the surrebuttal
testimonies of Andrea C. Crane, David E. Dismukes, and Matthew [. Kahal.

Throughout the course of the proceeding, the Parties served and responded to
numerous discovery requests, which are part of the record in this matter. In addition, a discovery
conference was held on November 7, 2012.

Hearings in this matter were scheduled for April | and 2, 2013,

By Order dated April 1, 2013, Commissioner Fiordaliso approved a Stipulation

canceling the hearings and accepting the agreement of the parties with respect to items
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comprising the record.® Pursuant to that Stipulation and Order, the record in the SLIII
proceeding includes, among other things, (a) alf prefiled testimony submitted in this docket; {b)
all discovery responses provided by the parties in this docket; and (c) the transcripts and Exhibits

included in the record of the separate matter, UM/O the Petition of Public Service Electric and

Gas Company for Approval of an Extension of a Solar Generation Investment Program and

Associated Cost Recovery Mechanism and for Changes in the Tariff for Electric Service,

B.P.U.N.J. No. 15 Electric, Pursuant to N.J.S.A. 48:2-21 and N.J.S.A. 48:3-98.]. BPU Docket

No. EQ12080721, to the extent those record items pertain to witnesses of parties in the Solar
Loan IIl proceeding and concern issues that are substantially similar or identical to issues

addressed and testimony submitted in the Solar Loan I proceeding.

C. SETTLEMENT EFFORTS

Throughout the course of both the S4AF and SLIII proceedings, both formal and
informal settlement efforts have been on-going. Settlement meetings among all parties were
conducted on November 27, 2012, December 4, 2012, and January 14, 2013 at PSE&G’s offices
in Newark, New Jersey and on April 24, 2013 at PSE&G’s offices in Trenton, New Jersey

On October 29, 2012 Superstorm Sandy made landfall in New Jersey. Although
remaining committed to the continued development of solar in New Jersey in accordance with
New Jersey’s Energy Master Plan ("EMP”) goals and objectives, PSE&G has incorporated the

priority of strengthening and making its distribution system more rtesilient into its settlement

& I/M/O The Petition of Public Service Electric and Gas Company for Approval of a Solar Loan IH Program and

Associated Cost Recovery, Docket No. EOI2080726, Order Adopting Stipulation Setting Contents of the
Record and Canceling Evidentiary Hearings (April 1, 2013),
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efforts in the within matters. Additionally, pursuant to the EMP, the State of New Jersey is
supportive of solar investment particularly on landfills and brownfields. As such, and in
consideration of these issues as well as other issues raised in these proceedings by various parties,
PSE&G has agreed to certain modifications to the S4AE and SLII Programs as set forth below.,
In light of the foregoing, the Signatory Parties have agreed to submit this
Settlement Agreement, the terms of which are set forth below. Specifically, the Signatory

Parties hereby STIPULATE AND AGREE to the foilowing;

Il STIPULATED MATTERS

A. SOLAR4 ALL EXTENSION PETITION

Program Size, Segments, Solicitation Process and Allocation of Capacity

L. The Signatory Parties agree that the Program Size will be capped at 45 MW (dc)
of grid-connected solar-projects interconnected to a utility’s elecirical distribution system under
the terms and conditions of this settlement. The capttal investment (excluding AFUDC) over the
initial build-out period is estimated to be $247.2 million. The reduced size of the S4AE Program
is the result of a negotiation between the parties reflecting the different views as set forth in the
testimony presented by several parties indicating support for PSE&G’s continued involvement in
solar development, at a reduced Program size and scope.

2. The Solar Photovoltaic System (“Solar System”) must be capable of generating

solar renewable energy certificates (“SRECSs”) as defined under the Board’s regulations.
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3. No capacity will be placed into service before Energy Year (“EY™) 2015, and no
more than 20 MWs of the 45MWs will be placed in service in EY 2015, with the remainder
going into service in EY 2016 or thereafter.

4. The S4AE Program will have the following Segments;

A. Landfills/brownfields -- 42 MW, minimum project size 1000 kW

B.  Underutilized government facilities — I MW, minimum project size 100 kW

C. Pilot program on grid security/storm preparedness — ] MW, minimum project

size 100 kW

D. Pilot program for innovative parking lot applications — | MW, minimum

project size 100 kW
Segments B, C and D are collectively referred to as “Pilots.”

The reduced scope of the Program Segments reflects the result of negotiations
among the parties consistent with the evidence presented in this proceeding reflecting the unique
challenges with achieving the EMP’s objective of building solar on landfills and brownfields. In
addition, the parties expressed an interest in exploring the evaluation of the innovative use of
solar technologies through pilot programs.

5. PSE&G will have flexibility to move capacity only between the Pilots, PSE&G
may increase the landfills/brownfields Segment by up to 3 MWs, but may not reduce solar on
landfills/brownfields to increase the size of another Pilot Segment.  For solar on
landfills/brownfields, PSE&G will seek Board certification of project location pursuant to the

Board’s Order implementing the Solar Act of 2012, N.JS.A. 48:3-87 subsection (1) by

submitting an application to the Board for NJDEP review and approval by the Board.

6. PSE&G shall not transfer any costs from a canceled project to a new SolardAl]

Extension project unless those costs directly benefit the new project.
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Selection Process and Site Identification for Segments A & B

7. PSE&G will be responsible for identifying and selecting suitable sites for the
Solar Systems. Additionally, PSE&G may also request landfill or brownfield site owners to
submit proposals for consideration. PSE&G will give favorable consideration to those projects
in which the site owner and solar contractor have coordinated and prepared a fuily engineered,
ready to build project.

8. PSE&G may retain the services of an engineering firm for site assessment,
development of the scope of work, permitting, proposal review, and other services.

9. PSE&G and a host site owner will enter into a suitable agreement (“Lease™)
containing typical terms and conditions including rent payments, insurance, indemnifications,
owner responsibility for pre-existing site conditions, and access, all to be negotiated with the site
owner. All Leases between PSE&G and the site owner will have a 20 year term, unless
applicable law requires a shorter term, and may contain options to extend the term as negotiated
by the parties.

10.  The determination of the lease payment will follow the methodology established
in the current Solar 4 AH™ program and will be escalated by a percentage annually for a term of
20 years. The lease payment will be set at a price per kWh of projected output in the first year.

1.  Additional payments may be made to site owners, which may also include pre-
and post- commercial operation payments, and other option payments necessary to secure
property rights for the site.

12.  The site owmer must accept responsibility for pre-existing site conditions

including, but not limited to, environmental and subsurface conditions.
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Selection Process and Site Identification for Segments C & D

£3. For Segments C and D, PSE&G will conduct a solicitation requesting proposals
that meet the objectives of each pilot/demo segment. Notices for each solicitation will be posted
on the PSE&G website and may also be promoted through other means as determined by
PSE&G.

14.  Each proposal shall contain: (i) a project description, site plan solar array layout,
and total installed watts (dc); (ii) the total installed cost of the pilot/demo solar system; {iii} an
annual energy output estimate in kWh for the first year using a methodology as may be
appropriate and acceptable to PSE&G: (iv) a project schedule; and (v} a clear and detailed
description of how the proposed pilot/demo Solar S ystemn meets the objectives of the segment,

15. PSE&G will evaluate and select proposals for segments C and D based on the
objectives and criteria established for each segment. PSE&G reserves the right to reject any or
all proposals that, in its view, do not meet the segment’s objectives and criteria.

Construction and Interconnection of Projects for Segments A and B

16. Developers will be hired through a competitive bid process to provide the
engineering, permitting, procurement and construction services required to develop the projects,
with preference for New Jersey providers and prevailing wages required.

17. Upon the final acceptance of a proposal, PSE&G will enter into a contract with
the developer to build the Solar System. The contract will contain typical terms and conditions
including  schedule and  performance guaranties, liquidated damages, warranties,
indemnifications, insurance, retainage or other credit enhancements, and a milestone payment

schedule. The contract will be contingent on reaching agreement with the Site Owner,
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18. Alternatively, PSE&G may procure the equipment directly, with preference for
New Jersey providers, and hire developers through a competitive bid process as described in
paragraph 16 to provide the engineering, permitting and construction services.

19. PSE&G (a) will initiate the PJM Interconnection process, and (b) seek to identify
the interconnection costs associated with viable sites as determined by PSE&G.

20.  PSE&G will perform the interconnection work for projects in PSE&G’s territory
and may perform portions of the other work.

Construction and Interconnection of Prejects for Segments C and D

21.  For each segment, PSE&G will conduct a solicitation requesting proposals that
meet the objectives of each pilot/demonstration segment, with preference for New Jersey
providers and prevailing wages required. Notice for each solicitation will be posted on the
PSE&G website and may also be promoted through other means as determined by PSE&G.

22, Upon the final acceptance of a proposal, PSE&(_} will enter into a contract to build
the pilot/demo Solar System. The contract will contain typical terms and conditions including
schedule and performance guaranties, liquidated damages, warranties, indemnifications,
insurance, retatnage or other credit enhancements, and a milestone payment schedule. The
contract will be contingent on reaching agreement with the site owner.

23.  PSE&G and site owner will enter into a suitable agreement containing typical
terms and conditions including insurance, indemnifications, owner responsibility for pre-existing
site conditions, and access. Because of the uniqueness of the pilot/demo projects, the exact
nature of any financial transactions between PSE&G and the site owner will be determined on a

case by case basis.
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24, The site owner must accept responsibility for pre-existing site conditions
including, but not limited to, environmental and subsurface conditions, PSE&G will not be
responsible for pre-existing site conditions.

25, PSE&G (a) will initiate the PJM Interconnection process, and (b) seek to identify
the interconnection costs associated with viable sites as determined by PSE&G.

26.  PSE&G will perform the interconnection work for projects in PSE&G’s territory
and may perform portions of the other work.

Reporting

27. PSE&G will provide Project Milestone Reporting including but not limited to
SREC Registration Program (SRP) Package submission date, SRP acceptance date, and
construction initiation date. In addition, PSE&G will provide quarterly construction updates to
the Board, including construction completion and authorization to energize dates.

Sale of SRECs
28.  SRECs will be sold in the year generated or in the next available auction

following the close of the Energy Year.
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Cost Recovery and Bill Impacts

29, PSE&G will recover the net revenue requirements for the Solar4All Extension
Program via a new Solar Generation Investment Extension Program (“SGIEP”) component of the
Company’s electric RGGI Recovery Charge (“RRC™). The SGIEP will be applicable to all electric
rate schedules on an equal cents per kilowatt-hour basis for recovery of the costs associated with the
Solar 4 All Extension Program. The initial SGIEP will be based on revenue requirements from fune
1, 2013, or the date of the written Board Order, through September 30, 2014. Thereafter, the SGIEP
will be changed nominally on an annual basis in conjunction with the annual filing for all other
existing RRC components, incorporating a true-up for actual results and a forecast of revenue
requirements for the twelve months succeeding the anticipated Board approval date.

30. The Signatory Parties stipulate that the revenue requirements recovered through
the SGIEP will be calculated to include a return on investment and a return of investment over
the lives of the capital assets. The Program investments are proposed to be treated as separate
utility assets, and depending on the type of investment, either depreciated or amortized as
described in the corresponding section below. The revenue requirements associated ;vith the
direct costs of the Program would be expressed as:

Revenue Requirements = (Pre-Tax Cost of Capital * Net [nvestment) + Amortization
and/or Depreciation + Operation and Maintenance Costs — Revenues from Solar Output —
ITC Amortization w/ Tax Gross Up + Tax Associated from ITC Basis Reduction

31.  The details of each of the above terms are described as follows:

Cost of Capital — This is PSE&G’s overall weighted average cost of capital (“WACC™). The

overall cost of capital utilized to set rates for the initial rate period of the Program will be
7.6431% (11.1790% on a pre-tax basis) based on an equity percentage of 51.2%, a retum on
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equity of 10.0% and the Company’s embedded long-term cost of debt as of March 31,2013
of 5.1702%.

Net Investment — This is the Gross Plant-in-Service less associated accumulated depreciation
and/or amortization less Accumulated Deferred Income Tax (“ADIT™,

Depreciation/Amortization — The depreciation or amortization of the Program assets will vary
depending on its asset class. The table below summarizes the book recovery and associated
base tax depreciation applied to the corresponding asset classes. The base tax depreciation is
calculated on the total amount of the asset less any bonus depreciation and any applicable tax
credits.

Base Tax
Asset Class Book Recovery Depreciation
Solar Panels, acquisition and installation 20 year dep
COsts ' 5 year MACRS
Inverters 5 vear de
Communications Equipment Y p-
Meters 20 year dep. 20 year MACRS

The amortization/depreciation would be based on a monthly vintaging methodology instead of
the mass property accounting typically used for utility property.

Operations and Maintenance Costs — Operations and Maintenance Costs will include:
» PSE&G labor and other related on- going costs required to manage the physical assets.
»  Administrative costs related to the management of the Program.
* Rentflease or other payments or bill credits made to non-PSE&G host sites/facilities
and the fair values of rents for use of electric transmission sites/facilities.
* [Insurance Expense

Revenues from Solar Qutput — PSE&G will pursue generating revenues from solar output
from the following sources:

¢ Sales of energy in the applicable PJM wholesale markets

» Capacity payments from the PJM capacity market

* Sales of SRECs through an auction process

PSE&G will apply all net revenues it receives from the energy and capacity sales in the PJM
markets and the sale of SRECs to customers to offset the Extension Program revenue
requirements.
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Investment Tax Credit (*ITC™) -The Company will return all of the ITC it utilizes to
ratepayers in accordance with Federal income tax law. The retum of the ITC to ratepayers
must be amortized over the book life of the assets. The ITC benefit is partially offset by the
tax impact associated with the tax basis reduction equal to fifty percent of the ITC. This tax
basis reduction is prescribed by Federal income tax law governing the ITC. The impact on
revenue requirements is generated by applying the book depreciation method to the difference
between the book basis and the tax basis multiplied by the tax rate, and then multiplied by the
revenue conversion factor.

32.  The Signatory Parties further stipulate that the initial revenue requirement
calculation will use a WACC of 7.6431% (11.1790% on a pre-tax basis) based on an equity
percentage of 51.2%, a return on equity of 10.0%, and the Company’s embedded long-term cost
of debt as of March 31, 2013 of 5.1702% (See Attachment A for WACC Calculation). The
Signatory Parties agree that any change in the WACC authorized by the Board in a subsequent
base rate case will be reflected in the subsequent monthly revenue requirement calculations,
effective as of the date of the Board's base rate case order authorizing a change in the WACC.
The Parties 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. The Parties stipulate that after the initial revenue requirements period, the
SGIEP will be calculated utilizing projected cost data subject to annual adjustments. The
calculation of the revenue requirement for the purpose of setting the initial SGIEP for the period
ending September 30, 2014 is set forth in Attachment A attached hereto and made a part of this
Stipulation. The corresponding forecasted rates for all periods are set forth in Attachment L

attached hereto and made part of this stipulation.
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33, In calculating the monthly interest on net over and uﬁder 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 fines were utilized in the preceding month, the last
calculated rate will be used. The interest rate shall not exceed PSE&G's overall rate of return as
authorized by the Board. The interest amount charged to the SGIEP balance will be computed
using the methodology set forth in Attachment B attached hereto and made a part of this
Stipulation, based on the net of tax average monthly balance. Simple interest shall accrue on any
under and over recovered balance, and shall be included in the deferred SGIEP balance at the
end of each reconciliation period. The true-up calculation of over-and under-recoveries shall be
inctuded in the Company's Annual Filin g.

34.  The Parties agree that PSE&G has the right to request Board approv.:al to roll the
net, unrecovered Program investment balance into base rates at the time of a future electric base
rate case filing.

35.  The Parties request that the Board set the effective date of the initial SGIEP as
June 1, 2013.

36.  The SGIEP 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 retumed to ratepayers 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 Signatory Parties stipulate that the Company will file an annual petition
(Annual Filing) to adjust its SGIEP in conjunction with the annual filing for the existing
components of the electric RRC, with the first Annual Filing currently scheduled to be made by
no later than July 1, 2014 for rates effective October 1, 2014 through September 30, 2015.

37. Each Annual Filing will contain a reconciliation of PSE&G's actual SGIEP
recoveries (which were based on PSE&G's projected SGIEP costs) and actual revenue
requirements for the prior period, and a forecast of revenue requirements for the remainder of the
current period and for the upcoming 12-month period that shall be based upon the Company's
authorized ROE and capital structure for this Program. The Annual Filing also will present
actual costs incurred since the previous annual review and such costs will then be reviewed for
reasonableness and prudence, The Annual Filing will also provide information consistent with
the information in the Minimum Filing Requirements (“MFRs”) provided in the existing S4A
Program. The Annual Filing will be subject to review by the Parties with opportunit); for
discovery and filed comments prior to the issuance of a Board Order establishing the Company's
revised SGIEP. The issuance of a written Board Order will be preceded by adequate Public
Notice and Public Hearings, if required by law.

38.  The Parties agree that the proposed SGIEP rate, as set forth in the tariff sheets in
Attachment C, attached hereto are just and reasonable and PSE&G is authorized to implement
the proposed rates on June 1, 2013 or on the date of the written BPU Order approving this
Stipulation, whichever is later.

39. A typical residential electric customer using 780 kilowatt-hours per summer

month and 7,360 kilowatt-hours on an annual basis and on BGS-FP service with PSE&G would
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see an initial increase in the annual bill from $1.349.08 to $1,349.36 or $0.28 or approximately
0.02%. See Attachment D for residential customer bill impacts, As currently projected, the
maximum rate impacts for the same typical residential electric customers from the SGIEP would
oceur in the October 1, 2015 through September 30, 2016 cost recovery pertod. The expected
maximum increase from the SGIEP for a typical residential customer in the October 1, 2015
through September 30, 2016 cost recovery period would be $0.00060] per kWh (including sales
and used tax (SUT)), for a typical annual residential bil impact of $4.44 (0.329 %) or about
$0.37 per month.
Program Rules

40.  The Signatory Parties agree that the Program Rules for S4AE (“S4AE Program
Rules”) shall be as set forth in Attachment E, PSE&G shall have the right to amend the S4AE
Program Rules as required for commercial reasons, after ten business days advance notice to
Board Staff and Rate Counsel unless Board Staff notifies PSE&G in writing within that same ten
business day period that it objects to the amendment. In such event, Board Staff shall have the
right to seek Board review of the amendment o an expedited basis so as not to delay Program

implementation.

B. SOLAR LOAN I PETITION

Program Size, Segments, Solicitation Process and Allocation of Capacity

41, The Signatory Parties agree that the Solar Loan Program shall be 97.5 MW in

total size.

42, Loan applications will be grouped into the following market segments:
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Residential-Individual Customer — net-metered

Residential-Aggregated by a 3™ Party—net-metered ("Res-Agpregated”)-
Third parties that aggregate residential customers shall be allowed to
participate and will be treated as non-residential applicants under the Solar
Loan III Program through the Res-Aggregated Segment. For the
solicitations, they will be required to bid individual residential projects
including individual solar renewable energy certificate (‘SREC’) Floor
Prices. After review by the Solicitation Manager described below, the final
group of selected residential projects submitted by a third party aggregator
will be combined, and the third party aggregator will be assigned the
capacity of the combined residential projects selected and from then on will
be treated as a non-residential application for credit review and loan
management. In the event that individual residential projects have different
SREC bid prices, a weighted average SREC bid price will be calculated.
The weighted average SREC floor price will be rounded to the nearest $5.00
increment. Once individual residential projects have been accepted and the
third party aggregator has been assigned capacity, substitute projects will
not be allowed.

Non-residential < 150kW — net-metered (“Small Non-Res”)

. Non-residential >150kW (up to 2 MW per project) — net-metered (“Large

Non-Res™)

Landfills/brownfields (up to 5 MW per project) — either|net meter;gor grid
connected (“Landfills”) and as defined in P.L.1999, 3-49).
PSE&G will manage the Landfills/brownfield solicitation process directly or
through a third-party vendor. Prior to being qualified for the Program,
PSE&G reserves the right to require applicants to demonstrate proof of
project viability through geotechnical engineering reports, landfill closure
certifications and other documents as required. PSE&G may also require
applicants to show proof of site control and a minimum level of site
development before being designated as a qualified applicant. Applicants
that are required to be certified pursuant to the Board’s Order implementing
the Solar Act of 2012, N.J.S.A. 48:3-51 subsection (t) must submit their
application to the Board no more than 10 calendar days after PSE&G
provides notification that they have been conditionally accepted into the
Program.

There will be no Call Option for any segment.
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44, PSE&G plans to conduct solicitations every other month or six times a year,
However, PSE&G reserves the right to alter the schedule based on market conditions,
administrative workload, and other factors.

45.  Both residential and non-residential borrowers will participate in a competitive
solicitation process (“Solicitation Process™} in which there will be no pre-set maximum floor
price.

46.  The cost of the Solicitation Process will be included in the borrower fees and /
PSE&G’s administrative costs as described below.

47.  Upon commencement of the Solar Loan I Program, any remaining un-awarded
capacity from PSE&G’s Solar Loan II program will be rolled into the first solicitation for the
Large Non-Res segment.

48, Subsequent to the first Solar Loan I solicitation, if additional Solar Loan I
capacity becomes available, it will be rolled into the next available solicitation for the Large
Non-Res segment.

49.  PSE&G will hire an independent Solicitation Manager (“SM™), selected through a -
competitive bid process who will independently review and rank the bids received and provide
guidance to the Company regarding competitive SREC floor prices and the competitiveness of
individual segments based on such factors as the number of bidders, a statistical analysis of bids
to identify and reject outliers, kW bid size, and range of pricing. The SM will also provide its
guidance to the Board Staff and Rate Counsel for review and comment.

50.  Capacity will be made available at each solicitation as follows:

[ J Solicitation |
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% of | Total #4- t #13 -
Class | rocat {mw | 1 | #2 | 8 412 | 218
Residential | 10.00% | 9.75 | 0.300 [0.500 | 0.850 | 0.900 | TBD
Res- 10.00% | 9.75 | 0.300 | 0.500 | 0.850 | 0.900 { TRD
Aggregated
Sma&'ﬂf"“‘ 13.48% | 13.14 | 2.628 | 1.314 | 1.314 | 0.876 | TBD
Lafglfef"“’ 61.39% [ 59.86 | 11.972 | 5.986 | 5.986 | 3.991 | TBD
Landfills | 5.13% | 5.00 | 5.000 | 0.000 | 0.000 | 0.000 | TBD
Total 97.50 | 20.200 | 8.300 | 9.000 | 6.667 | TBD

Loan Terms and Credit Criteria

51. Allloans will have a ten-year term.

32. A potential borrower will submit a loan application with a proposed SREC floor
price specific to their project.

53.  The floor price will remain in effect for the duration of the loan term. ‘/

54. Estimated generation from the solar power system for the purposes of sizing the
loans will be determined using PV Watts or an equivalent estimating model subject to PSE&G’s
approval.

55. All systems that are located in PSE&G’s electric service territory and are eligible
for SRECs will be eligible to participate,

56.  Projects accepted under the SLfII Program will be ineligible for any benefits from
other PSE&G or BPU renewable energy programs, with the exception of net-metering and

receipt of SRECs generated by the solar system,
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57. Projects under construction may not apply for loans in the Residential-Individual
Customer, Small Non-Res, and Large Non-Res segments. “Under construction” means anything
other than site clearance or site preparation. The receipt and storage of equipment at the facility
site will not be considered “under construction”, provided no attempt is made to assemble or
erect the equipment. In the Res-Aggregated and Landfill market segments, projects under
construction but not in commercial operation are eligible to apply for the Solar Loan [ Program.
“Commercial Operation” means that the system is operating and has received its final inspection
in preparation for the issuance of SRECs.

58. For non-residential projects, loan applicants must be registered to do business in
New Jersey.

59.  All applicants must meet minimum insurance requirements as specified in the
appropriate solar loan agreement,

60. All applicants are responsible for solar system maintenance for the duration of
the loan term.

61.  PSE&G will enter into appropriate subordination agreements with the property
owuers and landlords to protect PSE&G’s security interest in the solar equipment,

Fees

62. Application Fee — an application fee of $20 per kW, with a maximum of fee of
$7,500, will be required at the time of application. Once an applicant has been notified that the
application has been conditionally accepted into the program, the application fee becomes non-
refundable. If an applicant is not accepted, the application fee will be returned. Res-Aggregators

may receive a partial refund if the full capacity bid is not accepted.
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63.  Administration Fee — there will be an administration fee of $85 per kW. The
administration fee will be deducted from the loan proceeds at the time the loan is issued to the
borrower.

64.  SREC Processing Fee — there will be a fee for the processing and management of
the SRECs generated by the borrower’s solar generation facility, which will include the costs of
the SREC auction. For the Residential Segment, the SREC Processing Fee will be $120 per kW
and will be deducted from the loan proceeds at the time the loan is issued to the borrower. For
all other segments, the SREC Processing Fee will initially be set at $10.18 per SREC and then
will be reset on an annual basis as described below. The SREC Processing Fee will be billed
annually as set forth in the borrower’s loan agreement and will be determined by multiplying the
SREC Processing Fee in affect at the time times the number of SRECs generated by the
borrower’s project for the previous year. |

65.  There are other potential fees encompassed within the SLIIT Program Rules that
may be assessed to a borrower, such as Milestone Fees and name change fees.

66.  All PSE&G administrative costs will be paid by borrowers over the life of the
Solar Loan III Program. A “true-up mechanism” will ensure all costs are recovered from the
borrowers and that the borrowers only pay the actual cost incurred. The SLIII Program Ruies

attached hereto as Attachment F contain additional details on the true-up mechanism.
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Meter Reading

67.  All projects will have a PSE&G revenue grade meter installed at the customer’s
expense to measure solar system output. A second revenue grade meter may be installed as a
backup at the customer’s expense provided the meter meets the current accuracy standards as set
forth by the Board at N.J.A.C. 14:8 er. seq.

68. If a meter reading is simply missed for the month, the generation for that month
will be credited when the next actual meter readin g ts obtained and entered into the Pennsylvania,
Jersey, Maryland (“PJM”) Environmental Iformation Services (“EIS™) Generation Attribute
Tracking System (“GATS"). SRECs will be credited to the loan in the month in which they are
created.

69. PSE&G may offer residential customers the option of registering for “MyAccount”
on the PSEG website, which will enable them to enter meter readings in any month that their
meter is not read by a PSE&G meter reader.

70. If the PSE&G meter is not functioning properly and actual accurate generation
data cannot be obtained from this meter, and the Borrower has a backup revenue grade meter
installed for the system, PSE&G will accept data from the back-up meter if it is accorhpanied by
a specifications sheet for the meter indicating the meter satisfies the above referenced Board
requirements. In the cases where a PSE&G owned meter is functioning properly, but there is an
issue with remote telemetry, PSE&G reserves the right to conduct a site visit and obtain
generation data directly from the meter.

71. If the PSE&G meter is not functioning properly and actual generation data cannot

be obtained from this meter, and the Borrower does not have a backup revenue grade meter
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installed for the system, PSE&G will not enter any generation data into PJM GATS for the
period when the actual generation data cannot be obtained.

72. Each third-party aggregator is required to instail and own a meter that meets the
then current standards as approved by the Board for each residential project for which the
aggregator receives funding under Solar Loan III. Each third-party aggregator must provide
PSE&G with SREC generation data along with access to the data for validation. Third-party
aggregators are responsible for ensuring the accuracy and availability of all data.

Cost Recovery and Bill Impacts

73. PSE&G will recover the net revenue requirements for the Solar Loan II1 Program
via a new Solar Loan [l Program component (“SLIHc”) of the Company’s electric RGGI Recovery
Charge (RRC). The SLIIc will be applicable to all electric rate schedules on an equal cents per
kilowatt-hour basis for recovery of the costs associated with the Solar Loan [1] Program. The initial
SLIITe will be based on revenue requirements from June 1, 2013, or the date of the written Board
Ol_*der, through September 30, 2014. Thereafter, the SLIlIc wil] be changed nominally on an annual
basis in conjunction with the annual filing for all other existing RRC components, incorporating a
true-up for actual results and a forecast of revenue requirements for the twelve months succeeding
the anticipated Board approval date.

74.  The SLIII Signatory Parties stipulate that the revenue requirements recovered
through the SLIIIc will be calculated to include a return on investment and a return of investment
over the lives of the capital assets. The Program investments are proposed to be treated as

separate utility assets, and depending on the type of investment, either depreciated or amortized
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as described in the corresponding section below. The revenye requirements associated with the
direct costs of the Program would be expressed as:

Revenue Requirements = (Cost of Capital * Net Investment) — Net Loan Accrued Interest +
Amortization and/or Depreciation + Net Operation and Maintenance Costs — Net Proceeds
Jrom the sale of SRECs — Cash Payments in lieu of SRECs

The details of each of the above terms are described as follows:

Cost of Capital - This is PSE&G’s overall weighted average cost of capital (“WACC™). The
overall cost of capital utilized to set rates for the initial rate period of the Program will be
7.6431% (11.1790% on a pre-tax basis) based on an equity percentage of 51.2%, a return on
equity of 10.0% and the Company’s embedded long-term cost of debt as of March 31, 2013
of 5.1702%.

Net Investment — The net investment for the Program would be cothprised of the following:
* Total Loan Qutstanding Balances. The Total Loan Qutstanding Balances are defined
as: Loan Accrued Interest Balances + Loan Principal Balances

* SREC inventory

Total Loan Qutstanding Balances — The detailed monthly retum calculation on the total
loan outstanding balances would be as follows: i

Loan Accrued Interest + Loan [nterest Rate to WACC Differential Cost
where

Loan Accrued Interest = A verage Daily Outstanding Loan Balance * {Annual Logn
Interest Rate / 365) * (# of Days in Month)

And

Loan Interest Rate to WACC Differential Cost = Loan Accrued Interest *((Pre Tax WACC
/Loan Interest Rate) - [)

SREC Inventory — The detailed monthly return calculation on the SREC Inventory would
be as follows:

Average Daily Outstanding SREC Inventory Balance * (Pre Tax WACC/ 365} * (#of
Days in Month)

Net Loan Accrued Interest — This amount is subtracted from revenue requirements. [t (s
defined as (Loan Accrued Interest — Loan Interest Paid). It accounts for timing differences
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from when loan interest is accrued and loan interest is paid. Over the life of loan, the Loan
Accrued [nterest is equal to the Loan Interest Paid.

Depreciation/Amortization — This is composed of Loan Principal Paid / Amortized.

Net Qperations and Maintenance Costs - is calculated as Gross Operation and Maintenance
Costs less any revenues received from the borrowers. Gross Operations and Maintenance
Costs would include PSE&G labor and other related on-going costs required to manage and
administer the Program including related information technology expenses, the cost of the
SM, and SREC disposition expenses.

Revenues received from the borrowers would include any revenue received from the
following sources as described in the Program Rules:
s  Applications fees

¢ Administrative Fees
» SREC Processing Fees
s Any other applicable Fees

The SLIII Signatory Parties stipulate that the Net Operation and Maintenance Costs must
equal zero over the life of the Solar Loan Il Program as shown in Attachment G hereto.

The SLIHI Signatory Parties further stipulate that common costs shared by all three of
PSE&G’s solar loan programs be allocated based on forecasted MW capacity installed for the
upcoming year. Therefore, every December a forecast will be conducted of the cumulative
total capacity installed by the end of the following year for the Solar Loan fII Program. For
Solar Loan I and Solar Loan II, the current methodology of allocating costs based on the total
forecasted capacity installed for the program will be maintained. The ratio of the forecasted
instailed capacity for each program to total forecasted installed capacity for all of the solar
loan programs will be applied to all common costs for the following year starting on January
1.

Net Proceeds from the sale of SRECs — The net SREC proceeds reduce revenue requirements
and is defined as:

SREC Value Credited to Loans + Gain/(Loss) on Sale of SRECs - SREC Floor Price Costs

SREC Value Credited to Loans ~ The SREC Value Credited to Loans is defined as the
number of SRECs generated and credited to the loans times the higher of the “market
value” of SRECs as defined in the Loan Agreements or the Floor Price.
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Gam/(Loss) on Sale of SRECs — The proceeds from the Sale of SRECs less their
corresponding inventory cost. Inventory cost is the value the SREC received when they
were credited to loans as defined above.

SREC Disposition Expenses — All costs related to the disposition of SRECs for the
Program.

SREC Floor Price Costs — When the market value of the SRECs credited to loans, as
defined in the Loan Agreements, is less than the value of the SRECS priced at the Floor
Price, the differential value reduces the Net Proceeds from the sale of SRECs.

Cash Payments in lieu of SRECs — This includes when the borrower chooses to repay loan
with cash and any required true up cash payments,

75. The SLIM Signatory Parties further stipulate that the initial revenue requirement
calculation will use a WACC of 7.6431% (11.1790% on a pre-tax basis) based on an equity
percentage of 51.2%, a return on equity of 10.0%, and the Company’s long-term cost of debt as
of March 31, 2013 of 5.1702% (See Attachment H for WACC calculations). The SLIII
Signatory Parties agree that any change in the WACC authorized by the Board in a subsequent
base rate case will be reflected in the subsequent monihly revenue requirement calculations,
effective as of the date of the Board's base rate case order authorizing a change in the WACC,
The 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 fanuary | of the
subsequent year. The Parties stipulate that after the initial revenue requirements period, the
SLHIc will be calculated utilizing projected cost data subject to annual adjustments. The
calculation of the revenue requirement for the purpose of setting the initial SLIIc for the period

ending September 30, 2014 is set forth in Attachment H and Attachment [ attached hereto and
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made a part of this Stipulation. The corresponding forecasted rates for all periods are set forth in
Attachment M attached hereto and made part of this stipulation

76.  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 last
calculated rate will be used. The interest rate shall not exceed PSE&G's overall rate of return as
authorized by the Board. The interest amount charged to the SLIII balance will be computed
using the methodology set forth in Attachment J hereto, based on the net of tax average monthly
balance. Simple interest shall accrue on any under and over recovered balance, and shall be
included in the deferred SLIII balance at the end of each reconciliation period. The true-up
calculation of over-and under-recoveriés shall be included in the Company’s Annual F iling.

77.  The Parties request that the Board set the effective date of the initial SLIIc as of
June 1, 2013 or the date of the Board’s written Order approving this Settlement, whichever ig
later.

78.  The SLIIIc 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 ratepayers 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 SLIII Signatory Parties stipulate that the Company will file an annual



components of the electric RRC, with the first Annual Filing currently scheduled to be made by
no later than July 1, 2014 for rates effective QOctober [,2014 through September 30, 2015,

79, Each Annual Filing will contain a reconciliation of PSE&G's actual SLIII
recoveries (which were based on PSE&G's projected SLII costs) and actual revenue
requirements for the prior period, and a forecast of revenue requirements for the remainder of the
current period and for the upcoming 12-month period that shall be based upon the Company's
authorized ROE and capital structure for this Program. The Annual Filing also will present
actual costs incurred since the previous annual review and such costs will then be reviewed for
reasonableness and prudence. The Annual Filing will also provide information consistent with
the information in the Minimum F iling Requirements (“MFRs”) provided in the existing Solar
Loan Il Program. The Annual F iling will be subject to review by the Parties with opportunity for
discovery and filed comments prior to the issuance of a Board Order establishing the Company's
revised SLIllc. The issuance of a written Board Order will be preceded by adequate Public
Notice and Public Hearings, if required by law,

80.  The Parties agree that the proposed SLIlc rate, as set forth in the tariff sheets in
Attachment C, attached hereto are Just and reasonable and PSE&G is authorized to implement
the proposed rates on June I, 2013 or on the date of the written BPU Order approving this
Stipulation, whichever is |ater.

81. A typical residential electric customer using 780 kilowatt-hours per summer
month and 7,360 kilowatt-hours on ap annual basis and on BGS-Fp service with PSE&G would

see an initial increase in the annual bill from $1,349.08 to $1,349.24 or $0.16 or approximately
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0.01%. See Attachment K for residential customer bill impacts. As currently projected, the
maximum rate impacts for the same typical residential electric customers from the SLHI
Program would occur in the October 1, 2018 through September 30, 2019 cost recovery period,
The expected maximum increase from the SLIIT Program for a typical residential customer in the
October [, 2018 through September 30, 2019 cost recovery period would be $0.000292 per kWh
(including sales and used tax (SUT)), for a typical annual residential bill impact of $2.12
(0.157%) or about $0.18 per month.
Program Rules

82.  The SLHI Signatory Parties agree that the SLIII Program Rules shall be as set
forth in Attachment F. PSE&G shall have the right to amend the SLII Program Rules as
required for commercial reasons, after ten business days advance notice to Board Staff and Rate
Counsel unless Board Staff notifies PSE&G in writing within that same ten business day period
that it objects to the amendment. In such event, Boar_d' Staff shall have the right to seek Board
review of the amendment on an expedited basis so as not to delay the Program implementation.

C. General Provisions Applicable to S4AE and SLITI Programs

83.  The Signatory Parties agree that PSE&G will attempt to resolve any disputes that
arise under the Solar Loan HI and Solar 4 All Extension Programs on an informa basis, Any
disputes that cannot be resolved informally shall be resolved in the appropriate legal forum.

84.  This Settlement Agreement represents a mutual balancing of interests, contains
independent provisions and, therefore, is intended to be accepted and approved in its entirety, I

the event that any particular aspect of the Settlement Agreement is not accepted and approved in
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its entirety by the Board. any Signatory Party uggrieved thereby shall have the right to litigate ali
issues addressed herein to conclusion.

£5. It is the intent of the Signatory Parties that the provisions hereof be approved by
the Board us being in the public interest. The Signatory Parties further agree that they consider
the Settlement Agreement binding on them for ai| purposes herein.

86. It iy specifically understood and agreed that this settlement represents a negotiated
agreement made exclusively for the Solar Loan I and Solar 4 All Extension proceedings.
Except as expressly provided herein the Signatory 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 totaf or by specific item. The Signatory Parties further agree that
this Settlement Agreement is not binding upon them in any other proceeding, except to enforce
the terms of this Settlement Agreement,

87. Following execution of thiy Settlement Agreen;em the Compuny’s rates will
remain subject to audit by the Board, and this Settlement Agreement shall not preclude the Board
from taking any actions deemed to be appropriate as a result of any Board audit,

JEFFREY S. CHIESA PUBLIC SERVICE ELECTRIC AND
ATTORNEY GENERAL OF NEW JERSEY GAS COMPANY ‘

Attarney for the Staff of the New Jersey
Board of Public Utilities

By: ’D—-—Q (A)«"Q By: /f?{._ﬁﬂ.{p .\_/]/m.x-\

T. David Wand Matthew M. Weissman
Deputy Attorney General General Regulatory Counsel - Rates

Dated:  April 26. 2013 Dated:  April =42, 2013



DIVISION OF RATE COUNSEL

By: -
Paul E. Flanagan, Esq.
Litigation Manager

Dated:  April _ , 2013

KDC SOLAR LLC (SLID

By:
James E. McGuire, Esq.
Reed Smith LLP

Dated: April __, 2013

PETRA SOLAR, INC. (S4AE Only)

By:

Basem Ramada, Esq
Dated: April _, 2013

PROLOGIS (S4AE Quly)

(gt

Robert F. Shézyﬁ'o, Esq.
Chadbourne & Parke, LLP

Dated:  Aprif) 2013
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WATTLOTS, L.L.C. (S4AE Only)

By:
James E. McGuire, Esq.
Reed Smith LLLP

Dated: April 2013

MID-ATLANTIC SOLAR ENERGY
INDUSTRIES ASSOCIATION

By:

William Potter, Esq,
Potter and Dickson

Dated:  April | 2013

NEW JERSEY SOLAR INDUSTRY
MANUFACTURERS ASSOCIATION
(S4AE Only)

By:

Hani Khoury, Esq.
Awad & Khoury

Dated:  April | 2013



DIVISION OF RATE COUNSEL

By:
Paul E. Flanagan, Esq.
Litigation Manager

Dated: April _, 2013

KDC SOLAR LLC (SLII)

By; \Sé"ﬂﬂ«u;?' Gr /Q‘-
Reod-Smith-LLP

Dated:  April 26 2013

PETRA SOLAR, INC. (S4AE Only)

By:

Basem Ramada, Esq

Dated: April 2013

PROLOGIS (S4AE Only)

By:

Robert F. Shapiro, Esq.
Chadbourne & Parke, LLP

Dated: April 2013
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WATTLOTS, L.L.C. (S4AE Only)

By:

James E. McGuire, Esq.
Reed Smith LLP

Dated: April 2013

MID-ATLANTIC SOLAR ENERGY
INDUSTRIES ASSOCIATION

By:

William Potter, Esq.
Potter and Dickson

Dated:  April __ , 2013

NEW JERSEY SOLAR INDUSTRY
MANUFACTURERS ASSOCIATION
(S4AE Only)

By:

Hani Khoury, Esq.
Awad & Khoury

Dated:  April 2013



SUNDURANCE ENERGY (S4AE Only)

By:
Allen Bucknam, CEQ
SunDurance Energy
Dated: April _, 2013

NEW JERSEY LARGE ENERGY USERS
COALITION

By:

Stephen 8. Goldenberg, Esq.
Fox Rothschild, LLP

Dated: Aprl 2013
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KDC SOLAR LLC (S4AE)

By:

Michael R. Yellin, Esq.
Cole, Schotz, Meisel, Forman &
Leonard, P.A.,

Dated: April 2013

SOLAR ENERGY INDUSTRIES
ASSOCIATION

f AAA// /M;_.__

By:

Mlchael A, Gruiﬁ E
Stevens & Lee, P.C.

Dated: April}{,, 2013



SUNDURANCE ENERGY (S4AE Only)

By:
Allen Bucknam, CEGQ
SunDurance Energy

Dated: April _, 2013

NEW JERSEY LARGE ENERGY USERS
COALITION

By:

Stephen 8. Goldenberg, Esg.
Fox Rothschild, LLp

Dated:  April __, 2013

~18 -

KDC SOLAR LIC (S4AE)

By:

Dated:  April 24 , 2013

SOLAR ENERGY INDUSTRIES
ASSOCIATION

By:
Michael A. Gruin, Esq.
Stevens & Lee, P.C.

Dated:  April _ 2013
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PETRA SOLAR, INC.

By:

Basem Ramada, Esq

Dated: Aprit __, 2013

PROLOGIS

By:

Robert F. Shapiro, Esq.
Chadbourne & Parke, LLP

Dated: April __, 2013

SUNDURANCE ENERGY

By:

Robert 7. Lawless Esq.
Hedinger & Lawless, LLC

Dated: April __, 2013

NEW JERSEY LARGE ENERGY USERS
COALITION

By:

Stephen S. Goldenberg, Esq.
Fox Rothschild, LLP

Dated: April __, 2013

MID-ATLANTIC SOLAR ENERGY
INDUSTRIES ASSOCIATION

8y: @ WW

William Potter, Esq.
Potter and Dickson

Dated: Apiit £8 2013

NEW JERSEY SOLAR INDUSTRY
MANUFACTURERS ASSOCIATION

By:

Hani Khoury, Esq.
Awad & Khoury
Dated: Aprit __, 2013

KDC SOLAR LLC (S4AE)

By:

Michael R. Yelfin, Esq.

Cole, Schotz, Meisel, Forman

& Leonard, PA,

Dated: Aprit 2013

SOLAR ENERGY INDUSTRIES
ASSOCIATION

By:

Michael A, Gruin, Esq.
Stevens & Lee, P.C.

Dated: Aprit __, 2013
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April 25, 2013
Via Electronic Mail

Kristie izzo

New Jersey Board of Public utilities
44 South Clinton Ave., 9th Floor
PO Box 350

Trenton, NJ 08625 — 0350

N THE MATTER OF THE PETITION OF
PUBLIC SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF AN EXTENSION

OF A SOLAR GENERATION INVESTMENT STIPULATION
PROGRAM AND ASSOCIATED €osT
RECOVERY MECHANISM AND FOR CHANGES BPU Docket No. ED12080721

iN THE TARIFF FOR ELECTRIC SERVICE,

B.P.U.N.L NO. 15 ELECTRIC PURSUANT TO
N.1.S.A 48:2-21, 48:2-21.1 AND NJ.5.A 48:3.98.1
(“SOLARAALL EXTENSION PETITION")

N THE MATTER OF THE PETITION OF
PUBLIC SERVICE ELECTRIC AND GAS
COMPANY FOR APPROVAL OF A SOLAR

LOAN Hi PROGRAM AND AN ASSOCIATED - STIPULATION
COST RECOVERY MECHANISM AND FOR
CHANGES IN THE TARIFF FOR ELECTRIC BPU Docket No. E012080776

SERVICE, 8.P.U.N.L. NG, 15 ELECTRIC
PURSUANT TO N.J.S.A. 48:2-21 AND
N.JS.A 48:2-21.1

Dear Secretary fzzo:

the process. While we did not participate in the evidentiary hearings, we carefully fallowed the debate
and reviewed all documents throughout the Process. in addition, as appropriate, we participated in 3
number of conference calls regarding both of the docketed matters referenced above in settiement and
other discussions with alf parties.

The New lJersey Solar Energy Coalition is a broad coalition of residential; third party aggregated
residential, small commercial, large commercial, brownfield, and landfill solar developers and EpC

63 Allen Street, Rumson, NJ 07760
Phone: 732.360.6004 E- mair: info@njsec.org  www.n jsec.org
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contractors, engineering, faw, and accounting firms  specializing in  the
development of solar energy in New Jersey and as such these matters are very
important to our members.

We have carefully reviewed the global settlement documents dated April 23, 2013 that were circulated
to all parties earfier this week. We have discussed the features of that settlement with our membership
and we fully support the proposed global settlement. We find that this settlement carefully balances
many economic, energy, environmental and land use issues; supports the policies of the New Jersey
State Energy Master Plan; and is consistent with the goals of the fabric of law that structures New
lersey’s market based solar energy program.

We hope that this global settlement can be hrought to the full Board at the earliest opportunity for their
approval.

Very truly vours,

5"—;\%‘/[ sl

Gary Weisman, President

New Jersey Solar Energy Coalition

63 Allen Street, Rumson, NJ 07760
Phone: 732,360.6004 E- mait: info@njsec.org www.njsec.org
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Aftachment C

Page 1 of 2
PUBLIC SERVICE ELECTRIC AND GAS COMPANY XXX Revised Sheet No. 65
Superseding
B.P.U.N.J. No. 15 ELECTRIC XXX Revised Sheet No. 85
RGG! RECOVERY CHARGE
Charge

(per kilowatthour)

Component:
Carbon AD(EMENt PrOGIAM ..ot $ 0.000045
Demand Response Working Group Modified Program ... $ 0.000000
Energy Efficiency Economic Stimulus PrOGIaM. c..ooov e $0.000434
Demand RESPONSE PrOGRAM .......cccwvvoreeeterscooo oo $ 0.000122
Solar Generation Investment PROGIAM oottt $ 0.000432
SOlar LOAN Il PrOGram ... vvsctostcnosetescersososesoeee $ 0.000067
Energy Efficiency Economic Extension PEOGIAM.....ooovoiree § 0.000089
Solar Generation Investment Extension EIOQMBM i e 3 0.000035
S01ar LOAN N PrOIAM oot o % 0.000020
SUD-01a! PEr KHIOWAINOUF ... oo s $§ 0-8044990.001254
Charge including New Jersey Sales and Use Tax (SUT Yo $ 6:0042830.001342
RGG! RECOVERY CHARGE

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

Date of Issue: Effective:
lssued by ROSE M. CHERNICK, Vice President Finance — PSE&G
80 Park Plaza, Newark, New Jersey 07102
Filed pursuant to Order of Board of Public Utilities dated
in Docket No.



Attachment

Page 2 of 2
PUBLIC SERVICE ELECTRIC AND GAS COMPANY XXX Revised Sheet No. 65
Superseding
B.P.U.N.J. No. 15 ELECTRIC XXX Revised Sheet No. 65
RGGI RECOVERY CHARGE
Charge
{per kilowatthour)
Component:
‘Carbon e $ 0.000045
Demand Response Working Group Modified PIOGIAM .....oovooictervsese oo $ 0.000000
Energy Efficiency Economic SHUMUIUS PAOGEAM. ... $0.000434
Demand Response e $0.000122
Sotar Generation Investment PIOGIAM et T $ 0.000432
e O I PIOGIAM oL $ 0.000067
Energy Efficiency Economic EXUENSION PROGIAM. ..o $ 0.000099
Solar Generation Investment EXXENSION PLOGEAM ..o $ 0.000035
Qoo M PHOGIBM oo $ 0.000020
SUOAR PO KIOWHNOUT ool $0.001254
Charge including New Jersey Sales and Use Tax (SUT) oo $0.001342
RGGI RECOVERY CHARGE

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

Date of Issue: Effective;
Issued by ROSE M. CHERNICK, Vice President Finance - PSE&G
80 Park Plaza, Newark, New Jersay 07102
Filed pursuant to Order of Board of Public Utitities dated
in Dacket No.
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TYPICAL RESIDENTIAL ELECTRIC BILL IMPACTS

The effect of the proposed changes due to the new proposed Solar Generation
Investment Extension Program component of the RGG! Recovery Charge (RRC)
on typical residential electric bills, if approved by the Board, is illustrated below:

Residential Electric Service
Then Youwr | And Your
i Your Present Proposed And Your
Monthly And Your Annual Bill | Annual Bill | Your Annual Percent
Summer Annual kWhr (1) Would (2) Would | Bill Change Change
kKWhr Use Is: Use Is; Be: Be: Wouid Be: Would Be:
170 1,600 $314.24 $314.24 $0.00 0.00%
415 3,900 723.56 723.72 0.16 0.02
780 7,360 1,349.08 1,349.36 0.28 0.02
803 7,800 1,428.80 1,429.08 0.28 0.02
1,320 12,400 2,275.04 2,275.48 0.44 0.02

(1) Based upon current Delivery Rates and 8asic Generation Service Fixed Pricing (BGS-
FP) charges in effect April 1, 2013 and assumes that the customer receives BGS-FP
service from Public Service.

(2) Same as (1) except includes changes from the new propased Solar Generation
Investment Extension Program component of the RRC.

Residential Electric Service
Then Your | And Your
Present Proposed Your
And Your Monthly Monthly Monthly And Your
if Your Monthly Summer Bill | Summer | Summer Bili Percent
Annual kWhr Summer (3) Would Bilt (4) Change Change
Use Is: kWhr Use Is: Be; Wouid Be: | Would Be: Would Be:
1,600 170 $32.50 $32.50 $0.00 0.00%
3,900 415 75.81 75.83 0.02 0.03
7,360 780 142.73 142.76 0.03 0.02
7,800 803 147,12 147.15 0.03 0.02
12,400 1,320 245,40 245.45 0.05 0.02

(3) Based upon current Delivery Rates and Basic Generation Servi
FP) charges in effect April 1, 2013 and assumes that the cust

ce Fixed Pricing (BGS-
omer receives BGS-FP

service from Public Service,
{4) Same as (3) except includes changes from the new proposed Solar Generation
Investment Extension Program component of the RRC.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
Solar 4 Al™ Extension Program Ruies for:

.
Segment Name Segment | Minimum
Size Project Size
Segment A | Landfilis and Brownfields 42 MW ! 1 MW
| Segment B | Underutilized Governmont Facifiie LMW | 100 kW
l Segment C | Pilot: Grid Security / Storm Preparedness IMW ’ 100 kW
I Segment D | Pilot: Innovative Parking Lot Applications I MW f 100 kW

GENERAL REQUIREMENTS APPLICABLE TO AL, SEGMENTS

I.. Upon completion, Solar Systems must be interconnected to the PSE&G electric

distribution system. Net metered projects will not be considered.

2. The Solar Systems in Segments B, C and D may be ground-mounted systems,

parking lot canopy Systems, or rooftop systems.

3. The Solar System must be capable of generating solar renewa
certificates ("SRECs") as defined under NJ BPU regulations.

4. For landfil and brownfield projects, PSE&G will seek Board certification
pursuant to the Board’s Order implementing the Solar Act of 2012, N.J.S.A. 48:3-

51 subsection (t) by submitting an application to the Board for NJDEP
approval by the Board.

review and

5. PSE&QG, the Site Owner, or Solar Contractor will initiate the PJM Interconnection
process, and identify the interconnection costs assoctated with viable sites as

determined by PSE&G.

6.  PSE&G will perform the work and procure the materials necessary to interconnect
the Solar Systems to the electric grid and may perform additional portions of the

work,



Aftachment E
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SEGMENTS A & B

7.

Site Selection. Potential sites will be evaluated by a number of factors which may
include ease of permitting, ease of interconnection, site conditions, and other
factors as determined by PSE&G.

a. PSE&G may retain the services of an engineering firm for site
assessment, development of the scope of work, permitting, proposal
review, and other services.

b. Alternatively, PSE&G may also request landfill or brownfield property
owners to submit proposals for consideration. !

Selection of Contractors. PSE&G  will invite reputable solar companies
(“Contractors™) to participate in a competitive bidding process to provide the
engineering, permitting, procurement and construction services required to
develop the projects. Altematively, PSE&G may procure the equipment directly
and hire Contractors through a competitive bid process to provide the engineering,
permitting, and construction services. More information regarding the
competitive bidding process is set forth below.

Prior to Board Approval, PSE&G may begin site selection, site evaluation, and bid
processes, and contract and lease negotiations. All contracts and leases will be
effective only after (a) Board Approval of the Solar 4 All Extension Program and
(b) PSE&G’s determination that the contract is in compliance with conditions of
Board Approval.

Competitive Bidding Process for Contractors

10.

For each site PSE&G has identified and selected for development, PSE&G will
invite Contractors to submit proposals for the engineering, permitting and
construction (and procurement if applicable) of the project (“Proposals™). At a
mimimum, each Proposal shall contain:

* A project description, site plan solar array layout, and total installed watts
(dc).

! PSERG will also give favorable consideration for those projects in which the site owner and solar contractor have
coordinated and prepared a fully engineered, ready to build project.
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» The total installed cost of the Solar System as specified by the competitive
bid process.

* An annual energy output estimate in kWh for the first year using a
methodology as may be appropriate and acceptable to PSE&G.

» A project schedule.

» Financial status of the Contractor including audited financial statements or
other means to determine the suitability of the Contractor.

» Priority will be given to NJ firms to the extent permitted by applicable law.

Contract between PSE&G and the Solar Contractor

11.

Upon the final acceptance of a Proposal, PSE&G will enter into a construction
contract with the Contractor to build the Solar System. The contract will contain
typical terms and conditions including schedule and performance guaranties,
liguidated damages, warranties, indemnifications, insurance, retainage or other
credit enhancements, and a milestone payment schedule. The contract will be
contingent on the successful negotiation of a lease with the Site Owner.

Agreement. with the Site Owner

12.

13.

PSE&G and the Site Owner will enter into a suitable lease agreement (“Lease”)
cortaining typical terms and conditions including rent payments, insurance,
indemnifications, owner responsibility for pre-existing site conditions, and access,
all to be negotiated with the Site Owner. Lease payments will commence upon the
commercial operation of the Solar System. The lease payment will be determined
using the methodology established in the current Solar 4 All program and will be
escalated by a percentage annually for a term of 20 years unless applicable law
requires a shorter term and may contain options to extend the term as negotiated
by the parties.. The lease payment will be set at a price per kWh of projected
output it the first year.

Additional payments may be made to site owners, which may also include pre and post
commercial operation payments, and other option payments necessary to secure property
rights for the site. The Site Owner must accept responsibility for pre-existing site
conditions including, but net limited to, environmenta] and subsurface conditions.
PSE&G will not be responsible for pre-existing site conditions.
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SEGMENTSC & D

Solicitations

l4. For each segment, PSE&G will conduct a solicitation requesting proposals that
meet the objectives of each pilot/demo segment,

[5. Notices for each solicitation will be posted on the PSE&G website and may also
be promoted through other means as determined by PSE&G.

16. PSE&G will evaluate and select proposals based on the objectives and criteria
established for each segment, PSE&G reserves the right to reject any or all
proposed that, in its view, do not meet the segment’s objectives and criteria,

Proposal Requirements

17.  Ata minimum, each Proposal shall contain:

* A project description, site plan solar array layout, and total instalied watts
(dc).

» The total installed cost of the pilot/demo Solar System.

* Anannual energy output estimate in kWh for the first year using a
methodology as may be appropriate and acceptable to PSE&G.

* A project schedule,

* A clear and detailed description of how the proposed pilot/demo Solar
System meets the objectives of the segment and how it will foster the
adoption of new, creative and cost effective technical solutions and business
models that will further contribute to the develop of solar in NJ.

* Priority will be given to NJ firms to the extent permitted by applicable law.

Contract between PSE&G and the Solar Contractor

I8. Upon the final acceptance of a Proposal, PSE&G will enter into a contract with the
Contractor to build the pilot/demo Solar System. The contract will coutain typical
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terms and conditions including schedule and performance guaranties, liquidated
damages, warranties, indemniﬁcations, insurance, retainage or other credit
enhancements, and a milestone payment schedule. The contract will be contingent
on reaching agreement with the Site Owner.

Agreement with the Site Owner

19.

20.

PSE&G and Site Owner will enter into a suitable agreement containing typical
terms and conditions including insurance, indemnifications, owner responsibility
for pre-existing site conditions, and access. Because of the uniqueness of the
pilot/demo projects, the exact nature of any financial transactions between PSE&G
and the Site Owner will be determined 0n a case by case basis.

The Site Owner must accept responsibility for pre-existing site conditions
including, but not limited to, environmental and subsurface conditions. PSE&G
will not be responsible for pre-existing site conditions.

ALLOCATION OF CAPACITY

21,

22,

The program size shall be capped at 45 MW, with no more than 20 MW going in-
service in EY 2015 and the balance going into service in EY 2018,

- PSE&G will have the flexibility to move capacity only between Segment B, C

and D but cannot decrease the capacity of Segment A.

PSE&G may move capacity from Segments B, C and D to Segment A.
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SOLAR LOAN i11 PROGRAM RULES

Eligibility Requirements

* Definition of a Solar Project - A photoveltaic solar electric generating system that converts
sunlight into measurable and verifiable altemnating current (“AC™) electric power.

* All solar projects must be installed within PSE&G’s service territory,

o Net-metered projects must be instailed at g customer location that receives (or that
will receive in the case of ew construction) retail electricity service from PSE&G.

* Projects under construction may not apply for loans in the Residential-lndividua] Customer,
Small Non-Res, and Large Non-Res segments. “Under construction” means anything other
than site clearance or site preparation. The receipt and storage of equipment at the facility
site will not be considered “under construction™, provided no altempt is made to assemble or
erect the equipment. In the Res-Aggregated and Landfill market Segments, projects under

* All systems that are located in PSE&G’s electric service territory and are eligible for SRECS
will be eligible to participate,

Competitive Solicitation Process for All Segments

¢ Residential-Individual Customer — net-metered
o Residential-Aggregated by a 3% Party - net-metered (“Res-Aggregated”)
©  Non-residential < |S0kW — net-metered (“Small Non-Res™)
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o Non-residential >150kW ( up to 2 MW per project) — net-

Landfills/brownfields (u
(“Landfills”) and as defi
solicitation process directly or through a third-

P 0 5 MW per project) ~ either net-
ned in P.L.1999, ¢.23 (C.48:3-49) et al.
party vendor.

PSE&G

Applicants must submit a complete application package includin
appropriate loan application fee to participate in the solicitation process.

PSE&G plans to conduct solicitations every other month or six times a
PSE&G reserves the right to alter

workload, and other factors.

Upon commencement of the Solar Loan I Program,
from the Solar Loan 11 program will be rolled into the first solicitation for th
segment.  Subsequent to the first Solar Loan III sol
capacity becomes available, it will be rolled into the next available solicitat
Non-Res segment,

PSE&G may require applicants to submit documentation via a web portal to

Solar Loan Program

PSE&G will hire an independent Solicit
competitive bid process who will review and

ation Manager (

and range of pricing.
PSE&G may modify the
d, and other factors:

3

solicitation schedule; however,
conditions, administrative workloa

the schedule based on market conditions, adm

metered (“Large Non-Res™)

metered or grid connected
will manage the

g the credit application and

year.

any remaining unawarded capacity
¢ Large Non-Res
icitation, if additional Solar Loan II
ion for the Large

participate in the

"SM")} selected through a
rank the bids received and provide guidance to

The following is a typical
schedule based on market

However,
inistrative

EVENT DATE
Solicitation "X" Opens Day 1
| SA Provides SREC Floor Price Benchmark By Day 5
Deadline for Participants to Submit Offers Day 5
PSE&G Preliminary Offer Review, Receive App. Fee, & Remedy
Minor Deficiencies - Day 6-15
PSE&G Ranks Qualified Offers first by Bid Price & then by
Date/Time Received Day 16
SA Reviews Bids & Provides Recommendations to PSE&G Day 17-19
PSE&G Notifies Applicants of Status {(via email) Day 20
PSE& (G Commences Secondary Project Credit & Interconnection
Review and Landfill Technical Review as appropriate Day 21
Solicitation "X" Closes - Pending Applicants are Notified (via email) Day 40
PSE&G Posts Solicitation Results on website Day 41
Solicitation "X+1" Qpens Abt. Day 45
Note: All dates are business days, e.g. Day 5 is the fifth business day after the solicitation began,
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The actual solicitation schedule will he published on the PSE&G website.

Any applicant whose project and credit application is not complete and whose application fee
has not been received by Day 15 will not be considered for the pending solicitation.

Capacity will be made available at each solicitation as follows:

Solicitatlon
Total

Class % of Total MW #1 #2 #3 #4-#12 #3-818
Residential 10.{0% 9.75 0.300 G.500 | 0.850 0.500 T8D
Res-Aggregated 10.00% 9.75 0.300 0.500 | 0.a50 {.800 TBD
Small Non-Res 13.48% 13.14 2.828 1.314 | 1.314 0.878 TBD
Large Non-Res §1.39% 50.86 11.972 5.986 | 5.986 3.581 BD
Landfills 5.13% 5.00 5.000 0.000 | 0.000 0.000 T8D

L‘rctal 9750 | 21850 | 8775|9125 | 6.417 T80 j

PSE&G will conduct a periodic, competitive solicitation process through which a potential
borrower will submit a Joan application with a proposed SREC floor price specific to thejr
project,

Proposed SREC floor prices must be in multiples of $5.00

Within each segment, qualified projects will be ranked from the lowest to the highest SREC
floor price.

Applicants that bid the same SREC floor price within a segment will be further ranked
according to the date-stamp with the earliest date and time listed first.

Each capacity block will be filled by the ranked list of qualified projects until the capacity is
fully allocated,

If the capacity of the bids received is equal to or less than the segment capacity block size:

o All projects will be conditionally accepted, and will be considered for further
screening, such as credit and interconnection review,

©  During each solicitation, underutilized capacity from any segment may be reallocated
to other oversubscribed segments for that same solicitation, except that for the first
solicitation, any unused capacity (kW) in the Residential or Res-Aggregated
Segments will be added to their respective segments’ capacity in the second
solicitation.

O After any reallocation of unused capacity to other oversubscribed segments, as
applicable, any remaining unused capacity in a segment will be added to the capacity
block for that segment in the next solicitation.
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capacity block for that segment by the amount the particular Scgment was over-subscribed. For
example, if by accepting a | MW project, the Large Non-Res segment capacity of 11,972 MW
(Solicitation #1) is exceeded by 0.2 MW, the Large Non-Res segment for Solicitation #2 will be
reduced from 5.986 MW to 5.786 MW.

* Where appropriate, applicants will be notified after the close of the solicitation that their
projects have been conditionally accepted subject to further review and acceptance on other
loan criteria such as credit and interconnection considerations.

* Applications that met the acceptance criteria but Were not accepted because of capacity

* Applicants remaining on the pending list after the solicitation close date will be notified and
may then participate in the next solicitation; however, they will keep their original
timestamp. During the open period for the next solicitation, these applicants will have the
option to modify their bid floor price.  Applicants who choose not to enter the next
solicitation will have their application fee returned.

For the last solicitation only, if an individual project by virtue of its size would cause the
capacity of the total Program to exceed 97.5 MW, PSE&G will offer to accept the applicant
based on the remaining Capacity in the Program. For example, if there were only 900 kW
remaining in the Program and the next project on the pending list is a | MW project, PSE&G
would offer the applicant a loan based on the remaining 900 kW. If the applicant declines, the
next applicant in the pending list will be offered space in the capacity block. Continuing with the
- above example, if this second applicant’s project size is less than 900 kW, the second applicant
will be accepted and any rémaining capacity will be offered to the third applicant on the pending
list. If the second applicant’s project is greater than 900 kW, PSE&G will offer to accept the
secorid applicant based on the remaining 900 kW. This process will continue until the last
capacity block is filled.

Res-Aggrega ted Segment

Third parties that aggregate residential customers shall be allowed to participate and wil] be
treated as non-residential applicants under the Solar Loan III Program through the Res-
Aggregated Segment. For the solicitations, they will be required to bid individual residential
projects including individual SREC Floor Prices. After review by the SA, the final group of
selected residential projects will be combined and the third party aggregator will be assigned the
capacity of the combined residential projects and from then on will be treated as a non-
residential application for credit review and loan management. In the event that individual
residential projects have different SREC bid prices, a weighted average SREC bid price will be
calculated. The weighted average SREC floor price will be rounded to the nearest $5.00
increment.  Once individual residential projects have been accepted and the third party
aggregator has been assigned capacity, substitute projects will not be allowed,
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Landfil Segment Proiectsl
Prior to being qualified for the Program, PSE&G reserves the right to require applicants to
demonstrate proof of project viability through geotechnical engineering reports, landfil} closure

proof of site control and a minimum level of site development before being designated as a
qualified applicant. Applicants that are required to be certified pursuant to the Board’s Order
implementing the Solar Act of 2012, N.J.S.A. 48:3-51 subsection (t) must submit their
application to the Board no more than 10 calendar days after PSE&G provides notification that
they have been conditionally accepted into the Program.

General Program Rules

* All loans will have a ten-year term.
* The floor price will remain in effect for the duration of the loan term,

* There will be no Call Option for any segment,

» Approved Residential and Res-Aggregated solar projects must be completed within six
PSE&G may withdraw the loan
commitment if a Residential Segment project fails to meet this deadline At PSE&G’s
discretion, PSE&G may request additional project documentation (e.g. detailed project
schedule, EPC agreement, PPA agreement) from the borrower. Upon request from PSE&G,
borrowers are required to provide such documentation as requested by PSE&G in a timely

months after PSE&G issues a loan commitment.

mannet.

* Projects that are required to be certified under section t. of the Solar Act of 2012 must submit
their application to the BPU, along with a copy to PSE&G, no more than 10 calendar days
after PSE&G provides notification that they have been conditionally accepted into the

program.

* Unless waived by PSE&G, Non-Residential projects must to meet certain milestones during

the project lifecycle. These milestones are shown below:

Due Date Grace Period Missed Remedy Perigd
Milestone (Days) (Days) Milestone {Days)
Fee
{3/kW)
Commitment Letter signed by Borrower 5 10 25 15
File Permits 60 75 25 90
mommence Construction 90 105 25 120 f

¢ All due dates are calendar da
PSE&G. For example, the C

ommitment Lett

PSE&G issues the Commitment Letter.

ys relative to the date of the commit

ment letter signed by

er Grace Period ends ten calendar days after
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If an applicant misses a due date and fails to cure within the applicable Grace Period, and has
not been granted an extension by PSE&QG, the applicant will be charged the appropriate
Missed Milestone Fee, which will be deducted from the proceeds of the loan at closing,

* If, by the end of the Remedy Period, the applicant has not complied with the Milestone, the
loan commitment may be revoked, at PSE&G’s sole discretion, and the associated capacity
will become available for a subsequent competitive solicitation. PSE&G will obtain a
security interest in the solar equipment.

¢ PSE&G will enter into appropriate subordination agreements with the property owners and
[andlords to protect PSE&G’s security interest in the solar equipment.

» If, after credit review, an applicant requests either a name change that requires an additional
credit review or to change the location of the solar System, PSE&G reserves the right to
reject the request. If the request is accepted, there will be a $3/kW fee to cover the additional
administrative cost of accommodating such change.

» Estimated generation from the solar power system for the purposes of sizing the loans will be
determined using PV Watts or an equivalent estimating model subject to PSE&G’s approval.

¢ PSE&G may require applicants to provide a New Jersey certification number in advance of
closing a loan as proof that a project is eligible to receive SRECS.

Fees .

* Application Fee — an application fee of 20 per kW-de (maximum of $7,500) wiil be required
at the time of application. Once an applicant has been notified that the application has been
conditionally accepted into the program, the application fee is non-refundable. If an
applicant is not accepted, the application fee will be returned in full or partially, in the case of
Res-Aggregators, if the full bid capacity is not accepted.

* Administration Fee — there will be an administration fee of $85/kW. The administration fee
will be deducted from the loan proceeds at the time the loan is issued to the borrower.

* SREC Processing Fee — there will be a fee for the processing and management of the SRECg
generated by the borrower’s solar generation facility. For the Residential Segment, the
SREC Processing Fee will be $120/kW and will be deducted from the loan proceeds at the
time the loan is issued to the borrower. For ail other segments, the SREC Processing Fee
will initially be set at $10.18/SREC and then will be reset on an annual basis as described
below. The SREC Processing Fee will be billed annually at the time of the borrower’s
annual true-up as defined in the borrower’s loan agreement and will be determined by
multiplying the SREC Processing Fee in affect at the time by the number of SRECs
generated by the borrower’s project for the previous year.

*  Over the term of the Solar Loan 1] program all PSE&G administrative costs are to be paid
by borrowers. The true-up mechanism will ensure all costs are recovered from the borrowers
and that the borrowers only pay the actual cost incurred.
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The initial non-residential SREC Processing Fee will be set based on PSE&G forecast of
common costs divided by the expected number of non-residential SREC to be generated by
the Program. The SREC Processing Fee for future years will be determined by taking the net
balance of fees and administrative costs for the current year and adding it to, or subtracting it
from, the forecast of common costs and then dividing by the remaining number of non-
residential SRECs expected to be generated for the remaining years. This approach will
ensure that there will not be significant year to year volatility in the SREC Processing Fee.

The Application and Administration Fees and the volume costs will be tracked together and
after the last loan has closed the balance will be added to the SREC Processing Fee balance.

Basis For Rejection

PSE&G will have final authority on whether any particular application is complete and eligible
for a solar loan. An application will be rejected for reasons including:

If the application fails to meet eligibility and/or threshold requirements.

If the applicant fails to submit required supporting documentation within the required time
frame or is unable to verify or document any material representation within the application.

[f there are material misrepresentations in the project application.

If the applicant engages in illegal or improper conduct or attempts to improperly influence
PSE&G’s decision-making process.

Changes in laws or regulations affecting this program.

If the applicant fails to permit disclosure of information contained in an application to the
BPU, PSE&G or PSE&G agents or contractors charged with evaluating the solar project

application.

If PSE&G determines that the solar application does not represent a bona fide project or that
the applicant will be unable to fulfill the requirements of this solar program.

Loan Defaults

For the protection of the ratepayers, PSE&G will use reasonably prudent means to recover
the outstanding loan balance on defaulted loans.

If PSE&G ultimately determines that it is prudent to remove the solar system, PSE&G will
sell the solar system and credit the net proceeds against the regulatory asset (i.e., the
regulatory asset that PSE&G is recovering through the RGGI clause).

Contemporaneously with the removal of a roofiop solar system, PSE&G will take
appropriate steps to stabilize the affected areas of the roof to prevent leakage.

PSE&G will repair the affected areas of the roof so that it reflects the general condition of the
portions of the roof not affected by the removal of the solar system.
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Late Pavments

For any loans that have annual or biennial true-up payments that are 30 days past due,
PSE&G reserves the right to charge a late payment charge equal to 1% of the outstanding
loan balance.

Meter Reading

PSE&G may offer Residential customers the option of registering for “MyAccount” on the
PSEG website, which will enable them to enter meter readings in any month that their meter
is not read by a PSE&G meter reader

If the PSE&G meter is not functioning properly and actual accurate generation data cannot be
obtained from this meter, and the Borrower has a backup revenue grade meter installed for
the system PSE&G will accept data from the back-up meter if it is accompanied by a spec
sheet for the meter indicating the meter satisfies the above referenced ANSI code. In the
case where the PSE&G owned meter is functioning properly, but there is an issue with
remote telemetry, PSE&G reserves the right to conduct a site visit and obtain generation data
directly from the meter.

If the PSE&G meter is not functioning properly and actual generation data cannot be
obtained from this meter, and the Borrower does not have a backup revenue grade meter
installed for the system PSE&G will not cnier any generation data into PIM GATS for the
period when the actual generation data cannot be obtained,

Each third party aggregator is required to install and own a meter that meets the then current
accuracy standards as approved by the BPU for each residential project for which the
aggregator receives funding under Solar [oan HI, and must provide PSE&G SREC
generation data along with read-only access to the data for validation. Third party
aggregators are responsible for the accuracy and availability of all data.
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