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RECO’s COMPANY SPECIFIC ADDENDUM
A. Introduction to RECO’s Company Specific Filing

In its Decision and Order dated June 18, 2012 in Docket ER12060485, the
New Jersey Board of Public Utilities (“Board” or “NJBPU”) directed New Jersey’s four
investor owned electric distribution companies (“EDCs”) to file proposals with the
Board by no later than July 2, 2012 on the procurement of basic generation service
(“BGS”) for the period beginning June 1, 2013. This document constitutes the
company-specific portion of the compliance filing for Rockland Electric Company
(“RECO” or the “Company”) mandated by the Board. RECO’s filing also includes and
incorporates by reference the Proposal for BGS Requirements to be Procured -Effective
June 1, 2013, filed by New Jersey’s four EDCs on July 2, 2012 (“EDC Compliance
Filing”).

B. Use of Committed Supply

"Committed Supply" means any and all power supplies to which the EDCs have
an existing physical or financial entitlement that may extend into or through the BGS bid period.
This will include Non-Utility Generation ("NUG") contracts, including any restructured
replacement power contracts; any wholesale purchases previously contracted for by the EDCs,
and any generation assets, or options for/calls upon assets, still owned or under contract to the
EDCs.

RECO's committed supply consists of RECO's share (which amounts to less than

1 MW) as a member of the Orange and Rockland System', of one NUG contract. RECO would

' The Orange and Rockland System is comprised of RECO, Orange and Rockland Utilities, Inc.
(“Orange and Rockland™), and Pike County Light & Power Company.



net its share of the output from this NUG project, allocated to RECO pursuant to the terms of the
FERC-approved Power Supply Agreement between RECO and Orange and Rockland, from the
BGS Load of RECO’s Central and Western Divisions.

None of RECO’s Committed Supply will qualify as a Class I or Class II
renewable resource that could be used to meet the New Jersey Renewable Portfolio
Standards’ requirements. Accordingly, RECO will not provide any renewable
attributes, required to meet the Board’s Renewable Portfolio Standards, to BGS

Suppliers.
C. RECO Tranche Configuration

In its Decision and Order issued June 18, 2012 in Docket No.
ER12020150, the Board lowered the threshold for the BGS-CIEP class, to include all
commercial and industrial customers with a peak load share of 500 kW and greater.?
RECO will comply with this directive and include these customers as one tranche (at 75
MW of BGS-CIEP eligible load per tranche) in the BGS-CIEP Auction.

As to the BGS-FP Auction, RECO currently has one 36-month tranche
that terminates on May 31, 2013, two 36-month tranches that terminate on May 31,
2014, and one 36-month tranche that terminates on May 31, 2015. Accordingly, since
the load requirements of RECO’s Eastern Division are comprised of a total of four
tranches, in the BGS-FP Auction for the period commencing June 1, 2013, RECO will

include one 36-month tranche (for the period June 1, 2013 through May 31, 2016).

? In accordance with the Board’s December 8, 2005 Decision and Order (see footnote 13, at page 16),
RECO will determine all eligibility criteria by measuring when a customer’s billing demand exceeds
the eligibility level during any two months of a calendar year.



D. Contingency Plans

While not every contingency can be anticipated, the following three contingencies

are of particular concern:
(a) The Auction Process fails to provide 100 percent of RECO's BGS Load (i.e., an
insufficient number of bids to provide for a fully subscribed auction volume);
(b) A default by one of the winning bidders prior to June 1, 2013; and
(©) A default during the supply period.
The three contingencies are discussed further below:
(a) Insufficient Number of Bids

A viable Auction Process requires a sufficient degree of competition. To
encourage a sufficient degree of competition, the volume of BGS power purchased at the
Auction will be finally decided after the receipt of first round bids. Provided that there are
sufficient bids at the starting price, the Auction will be held for 100 percent of the BGS Load®
(i.e., both BGS-FP and BGS-CIEP).

It is possible, however, that the amount of initial bids will not result in a
competitive auction for 100 percent of the BGS Load. Any determination to reduce the
percentage of BGS Load included in the Auction Process will be made by the Auction Manager,
in consultation with the EDCs and the NJBPU advisor. It is also possible that none of RECO’s
BGS Load tranches will be bid upon even at the starting price.

In the event that the Auction Volume is reduced to less than 100 percent of BGS
Load, or there are unsubscribed tranches at the end of the Auction, each EDC will implement a

contingency plan for the remaining tranches. Under RECO’s contingency plan, RECO currently

? Excluding the three 36-month tranches that were auctioned off successfully in the previous two BGS-
FP Auctions.



intends to purchase that percentage of BGS Load, not met through the Auction Process, in PJM
administered markets.* This purchase is a strong feature of the Auction proposal because it
provides bidders a strong incentive to participate in the Auction Process.

During the 2006 BGS Auction, RECO did not receive any bids on its BGS-CIEP
tranche. As aresult, RECO was forced to purchase its BGS-CIEP supply from the PJM markets.
In the event that RECO is not able to auction its BGS-CIEP tranches successfully in the 2013
BGS Auction, RECO proposes to employ the following procedures:

e RECO will not submit any day-ahead energy bids, rather the BGS-CIEP load will
be filled from the PJM real time market.

e RECO will prepare a BGS-CIEP load backcast for the previous day and submit
this backcast to PJM.

e RECO will purchase capacity credits from eRPM in PJM or from bilateral
purchases on a monthly and daily basis.

e RECO will purchase ancillary services on a daily basis from the real time PJM
market.

e RECO will set its CIEP Standby Fee at the level determined by the Board.

e RECO will fulfill any Class I, Class II, and Solar requirements, for its unsubscribed BGS
tranches, by securing the needed PJM Generation Attributes Tracking (“GATS”) system
generated renewable energy certificates (“RECs”) through any available PJM market, or
bilaterally. In the event RECs are not available on the market, RECO will make the

necessary Alternative Compliance Payments.

* While RECO’s current intention is to purchase from PJM administered markets, RECO reserves the right to
consider other aiternatives. Although unlikely, in the event that purchases from New York Independent
System Operator (“NYISO”) administered markets provide a more cost effective alternative to PIM,
RECO reserves the right to make purchases from NYISO administered markets.



* All costs and revenue (with the exception of retail margin revenue) will flow through the
reconciliation account for BGS-CIEP. Costs will include the procurement of all
necessary services, including energy, capacity, ancillary services, Class I, II and Solar
RECsS, transmission (including SECA, transmission enhancement and RMR), and any
other expenses related to the implementation of RECO’s contingency plan.

(b)  Defaults prior to June 1, 2013
If a winning bidder defaults prior to the commencement of the BGS service, then
the open tranches may be offered to the other winning bidder(s) or these tranches will be bid out
as quickly as possible. Additional costs will be assessed against the defaulting company's BGS
credit security.
(c) Defaults during the Supply Period
If a default occurs during the supply period, then Tranches supplied by the
defaulting party may be offered to other suppliers, bid out, or procured in PJM
administered markets. If a default involves RECO’s 36-month BGS-FP tranches, RECO
only will seek replacement supply until May 31, 2014. For the remainder of the 36-
month period, RECO will seek replacement supply through whatever process is
implemented by the Board for the period commencing June 1, 2014.
Additional costs will be assessed against the defaulting company's BGS

credit security.

E. Accounting and Cost Recovery

The accounting and cost recovery that RECO proposes with respect to

BGS is summarized in this section.



(a) System Control Charge (“SCC”)

If applicable to RECO, the SCC will be calculated initially, and then
annually on a cents per kWh basis and the charge will be applied to all of the
Company’s electric distribution customers. This charge would be published in a
separate SCC tariff leaf. This tariff leaf would be filed with the Board upon the
Board’s issuance of the appropriate order(s). If applicable to RECO, the SCC would be
applied to all distribution customers’ bills to provide recovery for appliance cycling
load management costs. The charge would be set initially to recover estimated annual
expenditures as approved by the Board. The SCC would be subject to deferred
accounting with interest at the rate applicable to SBC deferrals.

(b) BGS-FP and BGS-CIEP Reconciliation Charges

RECO will track and defer separately for the BGS-FP and BGS-CIEP
classes of customers, on a monthly basis, any differences between BGS revenue and
BGS costs.

BGS costs are comprised of the following:

1. Payments made to BGS-FP and BGS-CIEP suppliers;

2. RECO’s pro-rata share of any procurement of capacity, energy, and

ancillary services, pursuant to its FERC-approved Power Supply
Agreement, and other costs incurred, including hedging and costs
associated with the RECO Request for Proposal (“RFP”);

3. The cost of any procurement of capacity, energy, ancillary services,
transmission, and other costs incurred under the Contingency Plan
less any payments recovered from defaulting suppliers;

4. Costs incurred by RECO to participate in the BGS Auction as well
as any costs incurred to conduct the RECO RFP, including outside

attorney and consultant expenses and other costs incurred by or
allocated to RECO related to the conduct of the Auction; and



5. Any incremental administrative costs, including any costs related to
compliance with Renewable Portfolio Standards, associated with
the provision of BGS service.

Reconciliation charges are necessary to reconcile the differences between
monthly BGS supply costs and BGS revenues from customers for BGS service.
Separate BGS-FP and BGS-CIEP Reconciliation Charges, applicable to all BGS-FP and
BGS-CIEP customers, respectively, will be calculated and assessed monthly on a cents
per kWh basis to reconcile previous over- or under-collections. The BGS-FP and BGS-
CIEP Reconciliation Charges will be published in separate BGS Reconciliation Charge
tariff leaves on a monthly basis. These tariff leaves will be filed with the Board
approximately two days prior to the first day of the effective month.

The BGS-FP and BGS-CIEP Reconciliation Charges will be subject to
deferred accounting with interest and will be determined individually as set forth
below:

The BGS-FP and BGS-CIEP Reconciliation Charges will be used to true
up the differences between BGS costs and BGS revenues from customers. Differences
in costs and cost recovery in month "x" will be computed in month "x+1" and assessed
through the BGS-FP and BGS-CIEP Reconciliation Charges applied to customers’ bills
in month "x+2". Two of these differences are as follows:

1. The difference between BGS Costs (as defined above; this amount

is known in month "x+1") and the month x BGS revenue (which is
also determined in month "x+1"). This difference will be

calculated in month "x+1" for recovery in month "x+2".



I~a

The difference between the total reconciliation charge revenue
intended to be recovered in month "x" and the actual reconciliation
charge revenue recovered in month "x". This difference will be
driven by differences between actual kWh in the month in which
the reconciliation charge was assessed and the kWh used to
calculate the charge. This amount will be known in month "x+1".

The reconciliation charges to be applied in the month "x+2" are calculated
individually for BGS-FP and BGS-CIEP service as the net of the two differences
described above for month "x" (plus or minus any cumulative under or over recovery
frowm prior montlis) divided by the forecasted BGS kWh in month "x+2",

Interest will apply based on the two-year constant maturity treasuries as
published in the Federal Reserve Statistical Release on the first day of each month or
the ciocsi day thercafter on which rates are published, plus 60-basis points. However,
the Irtcrest rate shall not exceed the Company’s overall rate of return as authorized by

the BoarG. The interest rate will be determined monthly based on the criteria above.
F. Description of BGS Tariff Changes

Draft tariff leaves indicating “X.XXX” for the rates that will change as a
result « f the BGS-T'P and BGS-CIEP Auctions are included in Attachment A. Also
included 1 Attachment A are the proposed changes to the BGS CIEP threshold from
756 k'% to 500 kW and the proposed change to the CIEP Standby Fee. Final tariff
leares inciuding the actual BGS rates and tariff provisions to become effective on June
1, 2013 will be filed with the Board upon its issuance of an appropriate Board order

apnre~irg the BGS Auction Process.



G. RECO RFP

In December 2009, RECO issued an RFP for four separate financial
swaps. One pertained to the forecasted capacity requirement (i.e., approximately 56
MW) for RECO’s BGS customers located in its non-PJM areas (i.e., RECO’s Central
and Western Divisions). The other three financial swaps pertained to the energy
requirements of RECO’s BGS customers located in RECO’s Central and Western
Divisions for the annual periods commencing June 1, 2010, June 1, 2011, and June 1,
2012, respectively. RECO sought proposals for each of these swaps. The purpose of
these swap arrangements was to secure a favorable fixed price for RECO’s capacity
needs over a three year term, and energy needs over separate annual terms.

RECO received responses to the RECO RFP via a web-based reverse blind
auction held on January 26, 2010. After reviewing these responses, both RECO and
Staff recommended that the Board approve energy swaps for each of the three annual
terms, and a capacity swap for the entire three-year term. By Order dated March 1,
2010, the Board approved the results of the RECO RFP. Accordingly, RECO entered
into energy swap agreements for the annual periods commencing June 1, 2010, June 1,
2011, and June 1, 2012, and a capacity swap agreement for the entire three-year period.

RECO proposes a similar competitive bid process to secure the full
service requirements of its Central and Western Divisions commencing June 1, 2013.
Specifically, RECO proposes to utilize an auction format to seek separate proposals for
(1) energy swap agreements for annual periods commencing June 1, 2013, 2014, and
2015, and (2) a capacity swap agreement for the entire three-year period (i.e., June 1,

2013 through May 31, 2016). RECO anticipates that it will issue an RFP in December



2012 setting forth the details of the auction process and providing potential bidders with
the documentation that will be used. As before, one financial swap will pertain to the
forecasted capacity requirement and the other financial swaps will pertain to the
forecasted energy requirements of RECO’s BGS customers located in RECO’s Central
and Western Divisions.’ Each of these financial swaps would be for 100% of the
energy and capacity requirements of RECO's Central and Western Divisions.

RECO would propose to hold this auction approximately two weeks before the
commencement of the BGS Auction. Specifically, RECO would utilize a web-based
reverse blind auction with pre-approved bidders.® This auction would be administered
by an independent third-party. RECO is in the process of finalizing the documentation
for the auction and expects to circulate it to the parties to this proceeding in the near
future.’

For each swap, on the day of the auction, RECO would establish a
predetermined opening bid, based upon then current market prices, plus an adder (e.g.,
10%). The auction would last for a predetermined period (e.g., 15 minutes), during
which bidders could submit bids. The auction would employ a “hard stop”, which
means that at the conclusion of the predetermined period, the auction would end and the

lowest bidder at that point would be declared the winner. During the auction, each

3 Since there is no active, liquid market for ancillary services, RECO would be unable economically to utilize
commodity swap transactions to lock in their price. Rather, RECO would purchase ancillary services, as required,
through the NYISO.
® In the event that any of RECQ’s affiliates participate in this auction, RECO will implement protocols so that such
affiliate does not receive an advantage in either the solicitation and evaluation of competitive bids, or any other
aspect of the competitive process. The format employed in a web-based reverse blind auction, when administered by
an independent third-party, is particularly well suited to safeguarding the competitiveness of the procurement
TOCESS.
? The auction documentation will include a Request for Proposal, Transaction Confirmation, Binding Bid
Agreement, Pre-Bid Letter of Credit, Payment Guaranty, and Irrevocable Transferable Standby Letter of Credit
Format.

10



bidder only would be allowed to see its own bid as well as the current lowest bid.
Bidders would be “blind” to all other bids, as well as the identity of the bidder
submitting the then current lowest bid. Representatives of RECO, the Board, and the
New Jersey Department of the Public Advocate, Division of Rate Counsel, would be
allowed to view the bids submitted by all bidders, although they would not be informed
as to the identities of the bidders.

At the end of the auction, RECO would evaluate the proposals submitted
by bidders to determine which proposals, over what annual time periods, are in the best
economic interests of its BGS customers.® RECO then would present its
recommendation(s) to the Board’s representatives. The Board (or its representatives)
would then determine whether the winning bid(s) should be accepted or rejected.

RECO reserves the right to reject any and all winning bids. A major benefit of obtaining
bids through a web-based auction is that this auction format significantly reduces the
award time (to as little as a few hours). This expedited decision making process reduces
the time (and corresponding risk) that a bid remains open, thereby allowing bidders to
reduce the risk premium included in their bids. This results in savings to customers.
Both RECO and Orange and Rockland have successfully utilized this auction format.
RECO proposes that the Board issue its decision on the auction results within two
business days of the conclusion of the auction.

Since the auction administered by RECO involves commodity swap

transactions, RECO must still purchase the physical electric supply needed to meet its

8 By seeking separate bids for (i) annual periods for energy commencing June 1, 2013, 2014, 2015, respectively, and
(ii) capacity for the entire three-year period, RECO (after Board review and approval) retains the flexibility to lock
in energy prices for one, two or three years, depending on the relative attractiveness of the bids submitted in light of
market price forecasts.

11



full service obligations. RECO intends to make such purchases from markets
administered by the NYISO.

As approved by the Board, RECO will continue to average the RECO RFP
price with the RECO BGS-FP prices to determine the rates for those customers taking

BGS-FP service.
H. BGS Rate Design Methodology

RECO BGS Pricing Spreadsheet

As described in the EDC Compliance Filing, the resulting charge for each
BGS rate element (e.g., Service Classification No. 1 summer charge, winter charge) for
BGS supply service will be based on a factor applied to the tranche weighted average of
the winning BGS-FP bid prices adjusted for the seasonal payment factors. These
factors have been developed based on the ratios of the estimated underlying market
costs of each rate element (for each service classification) to the overall all-in BGS
cost. The tables included in Attachment B present all of the input data, intermediate
calculations, and the final results in the calculation of these factors.

Table #1 (% Usage during PJM On-Peak Period) contains the percentage
of on-peak load, by month, for each service classification. The on-peak period as used
in this table (referred to as PJM periods) is defined as the 16-hour period from 7 AM to
11 PM, Monday through Friday. All remaining weekday hours and all hours on
weekends and holidays recognized by the National Electric Reliability Council
(“NERC?”) are considered the off-peak period. This is consistent with the time periods

used in the forwards market for trading of bulk power. The values in this table for each

12



month are the average on-peak percentages from the year 2011 based on load profile
information.

Table #2 (% Usage During RECO On-Peak Billing Period) contains
percentages of on-peak load, by month, for RECO BGS-FP service classifications that
are billed on a time of use basis (Service Classification No. 3). These percentages are
based on RECO’s time periods used for customer billing.

Table #3 (Class Usage @ customer) contains monthly sales forecasted for
the calendar year 2012.

Table #4 (Forward Prices — Energy Only @ bulk system) contains the
forward prices for energy, by time period and month for the BGS analysis period.
These values are a weighted average forecast of PJM and NYISO energy prices as
calculated in Table #18. The PJM values are the published energy on-peak forwards for
the PJM West trading hub for the period of June 2013 to May 2014, and an estimate
based on off/on peak LMP ratios for the off-peak periods of each month. The NYISO
values are based on a combination of forward and historical prices. An adjustment to
the PJM forward prices used to calculate the prices contained in Table #4 must be made
to correct for the effects of the basis differential in the PJM system between the PIM
West trading hub and the RECO zone where the BGS supply will be utilized. Table #18
contains an estimate of this basis differential, by month and time period, which when
multiplied by the prices at the PJM West trading hub will result in costs for power
delivered into RECO's PIM zone.

Table #5 (Losses) contains the factors utilized for average system losses,
including PJM losses and unaccounted for supply (net of marginal losses) that are input

by service classification and voltage level. Loss factors are those in RECO’s current,

13



Board approved, Third Party Supplier Agreement. PJM losses are the average
percentage PJM EHV losses plus Inadvertent Energy for the period of January 2009 to
December 2011, which equals 0.3839%. Marginal losses are excluded from the loss
factors based on historic de-rating factors for the period May 2009 to April 2012.

Table #6 (Summary of Average BGS Energy Only Unit Costs @ customer
— PIJM Time Periods) is the calculation of the energy only costs by service
classification, time period and season. These values are the seasonal and time period
average costs per MWh as measured at the customer billing meter (from Table #3),
based on the forward prices (from Table #4) adjusted for losses (from Table #5), and
monthly time period weights (from Table #1). These average costs do not include the
costs associated with Ancillary Services, Generation Capacity or Transmission costs,
which will be considered in subsequent calculations.

Table #7 (Summary of Average BGS Energy Only Costs @ customer —
PJM Time Periods) indicates the total value, in thousands of dollars, of the average
BGS energy-only costs. These are the results of the multiplication of the unit costs
from Table #6, the monthly time period weights from Table #1 and the total sales to
customers from Table #3.

Since the end result of these calculations is to be utilized in the
development of retail BGS rates, the rates utilizing time of use pricing must be
developed based upon the time periods as defined for billing.

Table #8 (Summary of Average BGS Energy Only Units Costs @
customer — RECO Time Periods) shows the result of this adjustment for Service
Classification No. 3 rates billed on a time of use basis. These values are calculated by

starting with the values in Table #6. Because RECO bills fewer peak hours than the

14



peak hours defined by PJM, the prices in Table #6 would result in a revenue shortfall
when applied to RECO’s Service Classification No. 3 peak and off-peak kWh
consumption. To correct for this difference, the shortfall is divided by the total kWh
for Service Classification No. 3 and the resulting per unit shortfall is added to both the
on-peak and off-peak charges in Table #6 to arrive at the prices in Table #8. The next
steps set up the values necessary for the inclusion of the costs of the Generation
Ceapacity and Transmission.
The top portion of Table #9 (Generation & Transmission Obligations and

Costs and Other Adjustments) shows the total obligations, by service classification, that
are currently being utilized in the year 2012. The values in the top portion of Table #9
will be updated in January 2013 to reflect the aggregate amount by rate schedule that
will be in effect on June 1, 2013. The middle portion of this table shows the number of
summer and winter days and months that are used in this analysis. The bottom portion
of this table shows the annual price for transmission service and seasonally
differentiated costs of generation capacity. The cost of transmission service is equal to
the current rate for RECO’s network transmission service in the PJM Open Access
Transmission Tariff. The generation capacity costs are based on an estimate of the
relevant current wholesale market prices in the PJM (i.e., three-year average for the
period 2013 to 2016 for RECO) and NYISO zones as calculated in Table #19. Also
shown is the level of blocking in current BGS charges for Service Classification Nos. 1
and 5, which will be utilized in the later calculations of the blocking of BGS charges for
these service classifications.

An estimate of the cost of ancillary services is included in Table #10 (Ancillary

Services). The Ancillary Services estimate is a weighted average of estimated Ancillary

15



Services costs in RECO’s PJM zone (i.e., $3 per MWH) and RECO’s estimate of
Ancillary Services costs in RECO’s NYISO zone as calculated in Table #20.

Table #11 (Summary of Obligation Costs Expressed as $/MWh @
customer for non-demand rates only) shows the result of the allocation of both the
transmission and generation costs on a per MWh basis to those service classifications
under which BGS service will be billed only on a per kWh basis.

Table #12 (Summary of BGS Unit Costs @ customer) is the result of the
inclusion of the transmission, generation capacity, and Ancillary Services costs to the
costs shown in Table #8. The bottom portion of this table shows the total estimated
costs for BGS, based on the assumptions utilized in the above tables, and the average
per unit cost, as measured at the customer meters and the bulk system meters.

Table #13 (Ratio of BGS Unit Costs @ customer to All-In Average Cost
@ transmission nodes) indicates the ratio of the individual rate element costs from
Table #12 to the overall all-in cost as measured at the bulk system plus constant, where
applicable.

Table #14 (Summary of BGS Unit Costs Less Transmission @customer)
provides the BGS unit costs as developed in Table 12, with the exception of
transmission. The bottom portion of the table shows the total estimated costs for BGS
less transmission costs and the average unit cost as measured at the customer meters
and the bulk system.

Table #15 (Ratio of BGS Unit Costs Less Transmission @ customer to
All-In Average Cost @ transmission nodes) indicates the ratio of the individual rate
element costs from Table #14 to the overall all-in cost as measured at the bulk system.

These ratios are used to establish the BGS prices to retail customers.

16



Table #16 (Summary of Total BGS Costs by Season) shows the summary
of the total and percentage of costs by rate and by season. A calculation in the lower
portion of this table shows the resulting average costs per MWh for the winter and
summer costs and MWhs, while the ratio of these seasonal unit costs to the all-in cost
(from Table #12) is shown in the lower right hand portion of this table.

Table #17 (Summary of Total BGS Costs by Season Less Transmission)
shows the summary of the total and percentage of costs by rate and by season. This is
similar to the values indicated in Table #16, however this table excludes the cost for
transmission. A calculation in the lower portion of this table shows the resulting
average costs per MWh for the winter and summer costs and MWhs, while the ratio of
these seasonal unit costs to the all-in cost (from Table #14) is shown in the lower right
hand portion of this table.

Tables #18 (Forward Energy Prices), #19 (Generation Capacity Prices)
and #20 (Ancillary Services) show the calculation of weighted average prices for
energy, generation capacity and Ancillary Services as more fully described under

“Table #4”, “Table #9” and “Table #10”.

The second spreadsheet used in the calculation of the final BGS-FP rates
is included as Attachment C. The tables in this spreadsheet calculate the weighted
average winning bid price and convert it into the final BGS-FP rates that are charged to
customers. An explanation of each of the six tables, labeled as Table A through F, is as

follows:

Table A (Weighted Average Price Calculation) contains the results of the

BGS (i.e., current and prior two) auctions adjusted to include the impacts of RECO’s

17



RFP for the Central and Western Divisions.® From these values, the weighted average
total price (shown on line #25) is calculated. All of the formulas used in this table are
shown in the right hand column of this table, under the head of “Notes.” As was the
case in the 2010, 2011, and 2012 BGS-FP Auctions, the inputs to the BGS Pricing
Spreadsheet may result in values where the summer payment factor is less than one,
while the winter factor is higher than one. To the extent the seasonal factors for the 12-
month BGS period beginning June 1, 2013 (as calculated in Table #16) produces a
summer payment factor less than one and a winter payment factor greater than one, the
Company reserves its right to set the seasonal factors to 1.0 for both the Summer and
Winter periods in any updates to the Company’s BGS Pricing Spreadsheet.
Accordingly, the Company has set the seasonal factors to 1.0 for both the Summer and

Winter periods.

Table B (Ratio of BGS Unit Costs Less Transmission @ Customer to All-
In Average Cost @ transmission nodes) is a repeat of the values shown in Table #15

from Attachment B, the bid factors calculated based on current market conditions.

Table C (Determination of Preliminary Retail Rates to be Charged to BGS
Customers) contains the preliminary customer BGS-FP rates as the product of the
weighted average total price (from Table A), excluding the weighted average

transmission rate included therein, and the Bid Factors from Table B.

Table D (Calculation of Rate Adjustment Factors) contains a comparison

of the total anticipated rate revenue billed to customers based on the preliminary BGS-

® The price shown for the tranche to be secured in the 2013 auction and RFP are for illustrative
purposes only, and will be replaced with actuai data in determining RECO's final June 2013 BGS-FP
rates.
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FP rates developed in Table C and the anticipated total season payments to BGS
suppliers, based on the data in Table A. The calculation of the Rate Adjustment Factors
is also performed in this table. These factors are equal to the seasonal dollar
differences between the anticipated billed revenue and supplier payments, divided by

the total anticipated seasonal billed BGS-FP energy related charges.

Table E (Final Retail BGS Rates) contains the final adjusted BGS-FP
rates, which are equal to the preliminary BGS —FP rates shown in Table C times the
seasonal Rate Adjustment Factors that were developed in Table D. The resulting rates

are then adjusted to include the New Jersey Sales and Use Tax.

Table F (Spreadsheet Error Checking) contains a comparison of the total
anticipated rate revenue billed to customers based on the final BGS-FP rates developed
in Table E and the anticipated total season payments to BGS suppliers, based on the

data in Table A.
1. Transmission Charges

The transmission charges applicable to RECO’s BGS-FP and BGS-CIEP
customers are based on the currently effective transmission rates applicable to the
RECO zone, as stated in PJM’s Open Access Transmission Tariff (“PJM Transmission
Rates”). The PJM Transmission Rates will change from time to time as FERC approves
changes in the PJM Open Access Transmission Tariff. Such changes in the PJM
Transmission Rates, including but not limited to changes associated with the Seams
Elimination Charge/Cost Adjustments/Assignments (“SECA”), Transmission
Enhancement Charges (“TECs”) and Reliability Must Run ("RMR") charges, will result

in changes to RECO’s transmission rates applicable to its BGS-FP and BGS-CIEP
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7. The Company’s Rate Design Methodology and Tariff Sheets are approved by the

Board.
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ROCKLAND ELECTRIC COMPANY Attachment A
B.P.U. NO. 3 - ELECTRICITY Page 1

DRAFT

Revised Leaf No. 50
Supersedi% Revised Leaf No. 50

GENERAL INFORMATION

No. 31 BASIC GENERATION SERVICE (“BGS”)

(1) Basic Generation Service — Fixed Pricing (BGS-FP)
Applicable to Service Classification Nos. 1, 2, 3, 4, 5and 6

Applicable to Service Classification Nos. 1, 2 (Non-Demand Billed), 3, 4, 5, and 6
Charges per kilowatthour:

Service Classification Summer Months* Other Months
1 — First 250 kWh XXXX ¢ XXXX ¢
1 — Over 250 kWh XXXX ¢ X XXX ¢
2 (Non-Demand Billed) — All kWh XXXX ¢ XXXX ¢
3 — Peak XXXX ¢ X XXX ¢
3 - Off-Peak XXXX ¢ X XXX ¢
4 — All kWh XXXX ¢ X XXX ¢
5 — First 250 kWh XXXX ¢ XXXX ¢
5 — Next 450 kWh XXXX ¢ XXXX ¢
5 — Over 700 kWh XXXX ¢ X XXX ¢
6 — All kWh XXXX ¢ XXXX ¢

Applicable to Service Classification No. 2 Demand Billed customers who do not take BGS-
CIEP service in accordance with General Information Section No. 31(2):

Summer Months* Other Months
Demand Charges
First 5 kW ($/kW) No Charge No Charge
Over 5 kW ($/kW) X XXX X XXX
Usage Charges
All kWh (¢/kWh) XXXX ¢ X XXX ¢

The above Basic Generation Service Charges reflect costs for Energy, Generation Capacity,
and Ancillary Services (including ISO Administrative Charges).

*Definition of Summer Billing Months - June through September

(Continued)

ISSUED: EFFECTIVE:

ISSUED BY: William Longhi, President
Mahwah, New Jersey 07430



ROCKLAND ELECTRIC COMPANY Attachment A
B.P.U. NO. 3 - ELECTRICITY Page 2

DRAFT

Revised Leaf No. 52
Superseding Revised Leaf No. 52

GENERAL INFORMATION

No.31 BASIC GENERATION SERVICE (“BGS”) (Continued)

(2) Basic Generation Service — Commercial and Industrial Energy Pricing (BGS-CIEP)

This service is applicable to all Service Classification No. 7 customers, and Service
Classification No. 2 customers who maintain a billing demand of 785500 kW or greater
during any two months of a calendar year, taking BGS from the Company. Service
Classification No. 2 metered customers who do not meet the above criteria may elect to take
BGS-CIEP service on a voluntary basis. See General Information Section No. 31(1).

BGS Energy Charges:
Charges per kilowatthour:

BGS Energy Charges are hourly and are provided at the real time PJM Load Weighted
Average Locational Marginal Prices for the Rockland Electric Transmission Zone, plus
Ancillary Services (including PJM Administrative Charges) at the rate of $0.00642 per
kilowatthour, adjusted for losses and applicable taxes.

BGS Capacity Charges:

Charges per kilowatt of Capacity Obligation as determined in accordance with General
Information Section No. 31(C):

Charge applicable in Summer* months........c.ccoeveermrnnncrrreneeneas $ X XXX
Charge applicable in other months........c..ccommeiriircciniies $ X XXX

The above charges shall recover each customer’s share of the overall summer peak load
assigned to the Rockland Electric Transmission Zone by PJM as adjusted by PJM assigned
capacity related factors.

In accordance with Rider SUT, the above charges include provision for the New Jersey Sales

and Use Tax. When billed to customers exempt from this tax, as set forth in Rider SUT, such
charges will be reduced by the relevant amount of such tax included therein.

* June through September

(Continued)

ISSUED: EFFECTIVE:

ISSUED BY: William Longhi, President
Saddie River, New Jersey 07458



ROCKLAND ELECTRIC COMPANY Attachment A
B.P.U. NO. 3 - ELECTRICITY Page 3

DRAFT

Revised Leaf No. 55
SupersedirE Revised Leaf No. 55

GENERAL INFORMATION

No. 32 CIEP STANDBY FEE

A CIEP Standby Fee shall be assessed on all kWh delivered under Service Classification No. 7
and on all KWh delivered to Service Classification No. 2 customers taking BGS-CIEP service.

This charge shall recover costs associated with the administration, maintenance and availability of
BGS-CIEP service.

CIEP Standby Fee.......ccuieniiciii e e e 0.¢48858018 ¢/kWh
In accordance with Rider SUT, the above charge includes provision for the New Jersey Sales and

Use Tax. When billed to customers exempt from this tax, as set forth in Rider SUT, such charge
will be reduced by the relevant amount of such tax included therein.

ISSUED: EFFECTIVE:

ISSUED BY: William Longhi, President
Saddle River, New Jersey 07458
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