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OVERVIEW AND BOARD DECISION
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Key Building Blocks of Auction Process

A There is a single statewide proces@ffers for all BGS load (not
already procured) solicited in one process

A The products are fulfequirements tranches:Participants bid for
the right to serve these tranches

A Auction format is a Clock AuctionPrices tick down as long as
more tranches are bid than needed

A Contingency plan:Any supply not procured at Auction will be
purchased through PHeldministered markets
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One Auction Process for Two

ypes of Customers

A BGSFP Auction:Smaller and migsized customers on fixegrice

plan

¢ Suppliers bid to serve tranches at a price in ¢/kWh

¢ 3-year supply period

A BGSCIEP AuctionLarger customers on hourlyrice plan
¢ Suppliers bid to serve tranches at a price in $/hNaYy

¢ 1-year supply period
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Board Has Rendered its Decision on the Auction Proce

A Board met oNovember 9, 201 1o consider all elements of the
Auction Process

A.2FNR LILINRPYSR UKS 95/ aQ . D{ t
will be substantially the same as in 2011

A Boardapproved the change to Section 1%8d the clarification to
the definition ofFinalFER®rder

¢ Thischange provides greater certainty to BGS Suppliers regarding
payments for changes in FERGproved transmissiorates

¢ Boarddirected the EDCs to apply this same proposed change to
current and previous BGS Supplier Master Agreements where BGS
Suppliers are owed transmissioelated costs
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Other Proceedings That May be Relevant to BGS Suppli

A Inits Order, the Board directed Staff to initiate a proceeding to
review aspects of the BGS Aucti®irocess

¢ This wouldstart after the conclusion of the BGS Auctions and would
be expected to conclude by the end of M2y12

¢ Aspects thatmay be reviewed include the CIEP threshold and the
length of the supplyeriod

¢ The Boarcalarified that any action that the Board may take as a result
of this proceeding would not affect current BGS Supplier Master
Agreements or BGS Supplier Master Agreements executed during the
course of the current BGS AuctiBnocess
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Other Proceedings That May be Relevant to BGS Suppli
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reconciliation charge

¢ All stakeholders may participate
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Compliance Filing By November 23, 2011

A Compliance filing documentbased orthe Novembeth decision
were filed and posted on the Regulatory Process page on Novembt
21, 2011
http://www.bgs-auction.com/bgs.auction.regproc.asp

¢ Auction Rules
¢ Supplier Master Agreements
¢ EDCSpecific Addenda

A The Board approved the compliance filing at its meeting of
November 30, 2011
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BGS Customers

A Customers who (if they take BGS) must take BGS on a CIEP
tariff will be:
¢ All customers in certain rate classes and
¢ All customers at or over 750 kW

A There areno switching restrictionsso that all BGS customers
are free to come and go from BGS provided that they give
appropriate notice to the EDC
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CIEP Customers

For these rate classes,
Customers at or over 750 kW

For these rate classes, all

LRI IS on CIEP (6/1/128 5/31/13)
PSE&G HTS-HV, HTS-Sub, LPL-P | LPL-S
JCP&L GP, GT GS, GST
AGS-Primary, AGS-Secondary,
ACS Tee MGS-Primary, MGS-Secondary
RECO Service Classification No. 7 | Service Classification No. 2

A Some FP customers can aptto CIEP
¢ Nonresidential FP Customers can aptto CIEP
¢ Customer mushotify the EDChy January 42012

bgs-auction.com 1
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Other Fundamental Aspects of Auctions Are Similar to Last Year

One Process Two Auctions

A Timelines of both the BG=P and BGSIEP Auctions are
basically the same

C

O 0O O O

Same announcements

Same application deadlines

Same information sessions

Same trial auction date

The BGEIEP Auction startsie business day earlier

A BGSCIEP Auction star®hursdayFebruary 2, 2012
A BGSFP Auction startsriday,Februarys, 2012
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wo Auctions, Two Contracts

The bid for larger customers Is separated from-the Dicior
smaller customers

v

A Larger customers (CIEP) on an hopriged plan; smaller
customers (FP) on a simpler fixpdce plan

A Auctions for the two types of customers arencurrent but
separate
¢ CIEP Auction determines the CIEP Price in $filéy
¢ FP Auction determines an-all price in ¢/kWh
A Winning suppliers sigdifferent contracts

¢ BGSCIEP Supplier Master Agreement and BBSsupplier Master
Agreement are different
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wo Approvals

Board decides whether to approve results of each
Auction separately

A Results of BGBP Auction are considered
¢ Results are approved for all EDCs or for none

¢ Itisnot possiblefor results for one EDC to be approved without
results for other EDCs being approved as well

A Results of BGSIEP Auction are considered
¢ Results are approved for all EDCs or for none

¢ Itisnot possiblefor results for one EDC to be approved without
results for other EDCs being approved as well

A But itis possiblethat results of BGEP Auction are approved
while results of BGSIEP Auction are not (or vigersa)
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BGSCIEP Auction: Four Products and a Single Statewide Load

A Tranche target:Number of tranches available at the start
of the Auction for each EDC

A Statewide load cap:No bidder can bid or win more than
the load cap statewide

PSE&G JCP&L ACE RECO Total

Tranche Targets 42

Statewide Load Cap

bgs-auction.com 15
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CIEP Tranche is Percentage of Load

A Total CIERoad is abouB,000 M\Won an eligible basis

A BGSCIEP Supplier provides energy, transmission, capacity,
ancillary services, and any other service as may be required b

PJM

CIEP Loads and Tranche Sizes by EDC

CIEP Peak Load

Share (MW) Tranche Size (%) MW-Measure
PSE&G 1,820.77 4.00 72.83
JCP&L 789.00 9.09 71.73
ACE 315.20 20.00 63.04
RECO 42.80 100.00 42.80
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CIEP Payment Flows

Energy: LMP
|(3:GSt'C|EP Ancillary Services: $6/MWh
ustomer Transmission: rate based on OATT

Capacity: based on Auction price
CIEP Standby Fee: 0.015¢/kWh

Dist. Rates and non by-passable charges

TPS Customer (if CIEP Standby Fee:

taking BGS would 0.015¢/kWh

be on BGS-CIEP) Dist. Rates and
non by-passable charges

Energy x distribution loss expansion factor @ LMP
Ancillary services @ payment rate

BGS-CIEP Supplier - Transmission @ OATT

Capacity @ Auction price
CIEP Standby Fee @ 0.015¢/kWh for all

CIEP customers at customer meter
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CIEP Migration I1s Substantial

A As of October 31, 2011 there wasbstantial switchindoy
BGSCIEP customers to Third Party Suppliers (TPS)

Accounts Load
Switching % Total Switching %
PSE&G 1,522 1,116 73.32 | 2,167.70 | 1,919.10 | 88.53
JCP&L 706 515 7295 | 791.34 686.53 86.76
ACE 146 122 83.56 | 316.30 288.10 91.08
RECO 27 18 66.67 40.53 34.35 84.75

Statewide

3,315.87

2,928.08
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BGSFP Auction: EDC Load Caps and a Statewide Load ¢

A Tranche target:Number of tranches available at the start of the
Auction for each EDC

A EDC load capNo bidder can bid or win more than the load cap for
an EDC

A The sum of the EDC load caps iss2¢eedingthe statewide load
cap

PSE&G  JCP&L ACE RECO Total

Tranche Targets

EDC Load Caps 14 9 3 1

Statewide Load Cap 21

bg_s’-.au_g:tion.com £ 19
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FP Tranche is Percentage of Load

FP Loads and Tranche Sizes by EDC

FP Peak Load Share

(MW) Tranche Size (%) MW-Measure
PSE&G 2,892.92 1.18 99.76
JCP&L 1,932.44* 1.93 96.62
ACE 666.75 4.55 95.25
RECO 99.55 25.00 99.55
A FP Load on an eligible basis is approximatelytbird of total FP Peak Load
Share
A BGSFP Supplier provides energy, transmission, capacity, ancillary service
and any other service as may be required by PIM
A With the 2010 Auction]JCP&Ibegan transitioning to procuring more

tranches so that the M\Wheasure of a tranche is closer to approximately
100 MW, adding three tranches each year for three years

TheBoard has directed that JCP&L continue to serve 10 MW of its
residential load using the St. Lawreriémject. The FRPeak Loa&hare in
the table abovdakes this into account.

bqs auctlon com 20
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BGSFP Payments and Pricing (ACE Example)

Auction price (2 years ago) 9.856¢/kWh Summer factor of 1.0000

Auction price (1 year ago) 10.095¢/kWh

This Year 6s Auct i 0l0.00p¢kWit e 10.000 x 1.0000 = 10.000¢/KWh
# Tranches (2 years ago) 7
# Tranches (1 year ago) 8
# Tranches (this year) 7

Tranche-weighted Summer rate paid to

seasonally-adjusted avg. BGS-FP Supplier
price 9.989¢/kWh

Rate

DLzl DU  Summer rate

Methodology _ 10.237¢/kWh paid by rate
- class

bgs- auctlon com 21
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Provisional EDGpecific Seasonal Factors

p>X

Each EDC hasammer factorandwinter factor used to translate the final
Auction price into the supplier payment rate by season

Seasonal factors in effect for entire term of BESSupplier Master
Agreement

The EDCs wilket the summer and winter factors to 1.for any EDC whose
rate design methodology results in atypical valuesGS-P Supplier is then
paid the Auction price for every kWh of load served

A Thefinal EDGspecific seasonal factomill be determined no later than 6
days before the Auction and, once determined, will apply for the entire
three years of the supply period

A Below is the compliance filing update to these factors

p>X

pX

EDC PSE&G JCP&L ACE RECO
Summer Factor 1.0000 1.0000 1.0000 1.0000
Winter Factor 1.0000 1.0000 1.0000 1.0000

bgs-auction.com 22
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Migration for FP Customers >=500kW Is Substant

A Statewide migration is approximate®p% of loacand80% of
accounts for customers over 500 KW

A For customers below 500 kW, statewide migration is
approximately25% of loadout only11% of accounts

Migration Among FP Customers with Peak Load Share of 500kW - 750kW
As of 10/1/11

Accounts PLC (kW)
Total Switching % Total Switching %
PSE&G 563 433 76.91 327,681 252,204 76.97
JCP&L 222 186 83.78 132,461 110,923 83.74
ACE 68 60 88.24 40,345 35,935 89.07
RECO 18 15 83.33 11,228 9,348 83.26

Statewide 511,715 408,407

bqs_jq_qgtion.com 23
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Contracts Are Approved by the Board

Board has approved statewide:contracts ior
BGSCIEP Suppliers and for- BGB-Suppliers

A Applicants must agre¢o these standard contract terms to
gualify for the Auctions

A Board approves standard credit instruments

¢ Safe harbor for bidders who accept the standard forms of the letter of
credit and the guaranty

bgs-auction.com 2



Credit Provisions

A BGSCIER-Credit Exposure is $70,000/tranche

A BGSFR-Two separate requirements

¢ Mark-to-Market requirement

¢ Independent credit requirement is $2.4M/tranche at beginning of
supply period and declines over the term of the contract

A Unsecured credit line and credit limidepend on all BGS
obligations

¢ Credit limit set together for FP Matk-Market and CIEP credit
exposures

¢ Unsecured credit line for FP independent credit requirement set
separately
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Changes Are Possible During Thhéear Period

Decisions that affect BGEP Suppliers who win at the
2012 BGEFPAuction include but are not limited:to:

A Rate design subject to annual review

A Changes to RPS and changes to the alternative
compliance payments

A Changes to CIEP Line
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BGS Supplier is Responsible for Meeting RPS

A The EDCs will submit the required annual compliance reports
on behalf of BG&EP and BGSIEP Suppliers

A To the extent permitted by applicable regulatory and
contractual provisions, EDCs will make available to BGS
Suppliers RECs from Committed Supply:

¢ RECst®GSFP Supplierfrom PSE&G, JCP&L and ACE
¢ RECst®GSCIEP Suppliefsom ACE
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BGS Supplier Must Meet Class |,
Class Il and Solar Requirements

A Compliance witlClass | and Il requirementaust be demonstrated using
RECs issued by RINS GATS (a portion of Class | must be met with solar)

For information and forms, see/\ww.p|m-eis.com

Please contact GATS Administrator for questions:
¢ Phone: 616666-2245; Fax: 610714114

>

T\

A RECs, including those based on solar electricity or electricity generated or
Odza 0 2YSNXaA LINBYA&aSa 6G0SKAYR 0K

Environmental Information Systems (REVS), through the Generation
Attribute Tracking System (GATS)

A PIMGATS is responsible for the issuing, tracking and trading of Solar REC
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Minimum Percentages of Renewable Energy Required
Class | and Class |l

Class | Class Il
Period Renewable Renewable
Energy Energy
June 1, 2012 to May 31, 2013 7.143% 2.5%
June 1, 2013 to May 31, 2014 71.977% 2.5%
June 1, 2014 to May 31, 2015 8.807% 2.5%

A ACP level has beéib0/MWh
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Timeline of Recent Amendments to RESolar

The Solar Energy Advancement and Fair Competition Act

Ahy WHydzZaZ NE MTZ HaAmMAnE G¢KS {2fF NJ S
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¢ Establishedixed MWh requirements for SRE@ar all third-party

suppliers and BGS Suppliers beginning June 1, 2010 through May 31,
2026

¢ A copy of the Act is available here:
http://www.njleg.state.n|.us/2008/Bills/A4000/3520 R3.PDF

A On March 30, 2011, the Board adopted amendments to its RPS rules,
which codify the new statutory requirements enacted by the SEAFCA

¢ A copy of the Special Adoption is available on the BPU web site here:
http://www.nj.gov/bpu/agenda/rules
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