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BY THE BOARD:

By Order dated January 20, 2009, the Board of Public Utilities (“Board”) approved, with
modifications and clarifications, the joint Basic Generation Service ("“BGS”) proposal of Public
Service Electric and Gas Company (“PSE&G”), Jersey Central Power & Light Company
("JCP&L"), Conectiv Power Delivery (“Conectiv’) and Rockland Electric Company (“Rockland”)
(collectively the “EDCs"), for two descending clock auctions to secure the EDCs’' BGS electricity
requirements for the period beginning June 1, 2008 (“January 20 Order”). In an attempt to
mitigate the risk to ratepayers, the Board directed the EDCs to procure approximately one-third
of the EDCs' current fixed-price (“BGS-FP”) BGS load for a 36-month period.! The Board also
found that a 12-month procurement period for the EDCs’ hourly load BGS customers (“‘BGS-
CIEP") is appropriate and reasonable. In its January 20 Order, the Board also committed to
review the results of the BGS-FP Auction and the BGS-CIEP Auction (collectively the “BGS
Auctions” or “Auctions”) each in its entirety and certify the results of each auction for all of the

EDCs, or for none of them, no later than the second business day after the last Auction closes.

The results of the BGS Auctions, if approved by the Board, will then be converted into revised
BGS rates for customers beginning June 1, 2009. This is the seventh year that the Board has
authorized a similar auction process to secure BGS supply.

The Auction Manager responsible for conducting the 2009 Auctions was National Economic
Research Associates (‘“NERA”). NERA brings expertise in the conduct of simultaneous descending
clock auctions in the energy and telecommunications industries, and was the Auction Manager for

' Approximately two-third of the EDC’s BGS-FP requirements are already under contract through May 31,
2010 and one-third through May 31, 2011 as a result of the 2007 and 2008 BGS-FP Auctions.



the seven previous BGS Auctions. The Auctions were continuously monitored by Staff from the
Division of Energy, as well as by the Board's consultant, Boston Pacific Company, Inc. (‘BP”). BP
was retained to assist the Board in this process. BP has experience with simultaneous descending
clock auctions and energy industry experience.

BGS-FP AUCTION SUMMARY

The BGS-FP Auction began on February 2, 2009 and ended on February 4, 2008 after 26

rounds with all of the EDCs’ 54 tranches’ secured, with the following closing prices for each
EDC:

Closing Price Total Tranches
¢/Kwh Available
CONECTIV 10.536 7
JCP&L 10.351 17
PSE&G 10.372 29
ROCKLAND 11.270 1

A list of the BGS-FP Auction winners is included in Attachment A to this Order. This is an increase
in the number of winning bidders from 8 in the 2008 Auction to 10 winning bidders in the 2009
Auction.

BGS-CIEP AUCTION SUMMARY

The BGS-CIEP Auction began on January 30, 2009, and ended on February 4, 2009 after 57
rounds with all of the EDCs’ 40 tranches® secured, with the following closing prices for each
EDC:

Closing Price Total Tranches
$/Mw-day Secured
CONECTIV 215.00 5
JCP&L 203.92 11
PSE&G 203.25 23
ROCKLAND 215.25 1

?A tranche in the BGS-FP Auction is approximately 100 Mw.
*A tranche in the BGS-CIEP Auction is equivalent to approximately 75 Mw.
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A list of the BGS-CIEP Auction winners is included in Attachment A to this Order. This
is an increase in the number of winning bidders from 4 in the 2008 Auction to 5 winning bidders
in the 2009 Auction.

Auction Oversight

NERA has provided a confidential post-Auction checklist form evaluating how the BGS-FP
and BGS-CIEP Auctions were conducted. NERA’s analysis supporting acceptance of the
Auction results indicates, in part, that:

* no issues nor questions were left unresolved prior to the Auctions that created
uncertainty for bidders;

e no procedural problems nor errors were observed during the Auctions; all
communication protocols were followed:;

e no hardware nor software problems with the Auctions and communication systems
were observed;

e no security breaches were observed during the Auction process:

all guidelines for setting or changing the Auction parameters were followed;

there was no evidence of confusion or misunderstanding on the part of bidders that

delayed or impaired the Auctions in a material manner:

communications between the Auction Manager and bidders was timely and effective:

there was no evidence that bidders were rushed;

no complaints were received from the bidders;

the Auctions were carried out in a fair and transparent manner;

there was no evidence of collusion nor gaming by the bidders;

public and sensitive information were treated appropriately;

there were no factors exogenous to the Auctions that materially affected the Auctions;

and

e the Auctions appear to have generated a result that is consistent with competitive
bidding, market-determined prices, and efficient allocation of the BGS-FP and BGS-
CIEP loads.

BP has also provided the Board with a confidential post-Auction evaluation form for the BGS-FP
and BGS-CIEP Auctions, as well as a supplemental checklist reviewing how the Auctions were
conducted. BP's analysis is consistent with NERA's analysis. Both consultants recommend that
the Board accept the final Auction results.

FINDINGS AND CONCLUSIONS

The independent NERA and BP analyses are consistent with each other and indicate that the
Auctions proceeded without meaningful interruption, according to the Board-approved Auction
Rules, in an acceptably fair and transparent manner, and they both recommend that the Board
certify the Auction results. Staff assigned to oversee the Auctions has also briefed the Board on
the conduct and results of each Auction.

3 BPU Docket No. ER08050310



After reviewing the checklists and evaluation forms from NERA and BP, and discussing the
results and conduct of the Auctions with Staff, NERA and BP, the Board FINDS that:

bidders had sufficient information to prepare for the Auctions;

information was generally provided to bidders in accordance with the published
timetable, and the timetable was adjusted appropriately as needed,

there were no Auction issues or questions left unresolved prior to the Auctions that
created material uncertainty for bidders;

from what could be observed, there were no procedural problems nor errors with the
Auctions, including the electronic bidding process, the back-up bidding process, and
communications between bidders and the Auction Manager;

from what could be observed, communication protocols between bidders and the
Auction Manager were adhered to;

appropriate data back-up procedures were planned and carried out;

no security breaches were observed during the Auction process;

from what could be observed, communication protocols among the EDCs, NERA, Staff,
the Board, and BP were followed during the Auctions;

protocols were followed for decisions regarding changes in the Auction parameters (e.g.
volume, load cap, bid decrements);

the calculations (e.g. for bid decrements or bidder eligibility) produced by the Auction
software were double-checked or reproduced off-line by the Auction Manager,;

there was no evidence of confusion or misunderstanding on the part of bidders that
delayed or impaired the Auctions;

from what could be observed, the communications between the Auction Manager and
bidders was timely and effective,;

there were no complaints received from the bidders about the process;

the Auctions were carried out in an acceptably fair and transparent manner,

there was no evidence of gaming on the part of bidders;

there was no evidence of collusion among bidders;

information was made public in an appropriate manner, and from what could be
observed sensitive information was treated appropriately;

there were no factors exogenous to the Auctions (e.g. changes in market environment)
that materially affected the Auctions in unanticipated ways);

there are no concerns with the Auctions’ outcome with regard to any specific EDC(s);

the Auctions appear to have generated a result that is consistent with competitive
bidding, market-determined prices, and efficient allocation of the BGS-FP and BGS-
CIEP loads.



