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New Jersey Clean Energy Program
2003 Compliance Plan

Residential Gas & Electric HVAC Program
“Warm Advantage” & “Cool Advantage”

Overview

The Residential Gas & Electric HVAC Program offered by the New Jersey Clean Energy
Council promotes energy efficient HVAC equipment and is designed to transform the market to
one in which quality installations of high efficiency equipment are commonplace. It promotes
both the sale of high efficiency equipment and, for cooling equipment, improvements in sizing
and installation practices that affect operating efficiency. Rebates under this program are
available to promote the installation of qualified HVAC equipment (ENERGY STAR® rated gas
furnaces, boilers and efficient gas water heaters; Energy-efficient air conditioners and heat
pumps) in existing residential homes (retrofit) and newly constructed homes in Planning Areas 1
and 2 and Designated Centers as described on the New Jersey State Planning Map.

Effective March 6, 2003, the eligibility requirements for incentives for high efficiency residential
heating and cooling systems have been modified to comply with the State of New Jersey Board
of Public Utilities Energy Order Docket No. EO02120955. For all applications received by the
program after March 6, 2003, incentives are available for qualifying HVAC equipment installed
in newly constructed homes in Smart Growth areas only, defined as Planning Area 1 and 2 plus
the Designated Centers, utilizing the Policy Map of the New Jersey State Development and
Redevelopment Plan. There is no change for installations in existing homes.

The Program also offers sales and technical training for HVAC technicians and contractors. The
long-term godl is to transform the market to one in which energy-efficient equipment becomes
the market standard.

The Program must overcome several market barriers to achieve thisgoal. Key among these are:
(2) split incentives (between builders and homebuyers and between owners and renters); (2)
consumers lack of information on the benefits (both energy and non-energy) of efficient
equipment and quality installations; (3) lack of training for HV AC contractors on key installation
issues and approaches to “selling” efficiency; (4) consumers’ inability to differentiate between
good work and poor work or between quality contractors/technicians and those less skilled and
(5) higher costs than standard efficiency equipment related, in part, to lower sales volumes for
energy-efficient equipment.

The program employs several key strategies to address these barriers:
Substantial incentives for the sale and purchase of ENERGY STAR-rated gas heating
equipment and energy-efficient water heaters, declining over time as the installations of
energy-efficient equipment become commonplace;
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Continued, but reduced, incentives for the sale or purchase and installation of high
efficiency eectric HVAC cooling equipment for which documentation of proper sizing
and installation is provided;

Communicate with and educate HVAC distributors and contractors through “outreach
coordinators’;

ENERGY STAR sales training for contractors (i.e. how to sell efficiency);

Technical training to HVAC contractors on how to install energy-efficient natural gas
equipment and key elements of quality electrical HVAC installations; and

Support of efforts to promote HV AC technician certification.

In addition, the New Jersey utilities have supported efforts to upgrade federal appliance
efficiency standards and state building codes. Activities have included technical support,
dissemination of information, sponsorship of conferences on codes and standards, tracking of
activities and monitoring developments, and review and modification of program designs to
integrate changes to the standards and codes. The utilities will continue to support these and
similar activities as part of the New Jersey Clean Energy initiative.

Utilities have aso filed letters with state and federal agencies in support of upgraded standards

and codes. Individual utilitieswill consider specific efforts such as writing additional letters or
providing testimony, on a case-by-case base, for future upgrades to standards or codes provided
that such upgrades benefit New Jersey consumers.

Target Market/Eligibility

The program promotes the installation of new energy efficient central air conditioner(s) or heat
pump(s), and gas furnaces, boilers and water heaters, in al residential dwellings into which new
HVAC equipment is being installed. Rebates are only available for the installation of qualified
HVAC equipment in existing residential homes (retrofit) and newly constructed homesin
Planning Areas 1 and 2 and Designated Centers as described on the New Jersey State Planning
Map. Builders or buyers of new homes in the above identified approved planning areas may
participate in either the Gas and/or Electric HVAC program or the New Jersey ENERGY STAR
Homes program, but not both.

Program Offerings and Customer I ncentives

The program promotes gas heating equipment meeting the ENERGY STAR efficiency standard
(i.e., minimum AFUE of 90% for furnaces and 85% for boilers).

It also promotes designated cooling equipment under two efficiency tiers for central air
conditioners and air source heat pumps:

Tier 1: SEER 13, EER 11 and (in the case of heat pumps) HSPF 8
Tier 2. SEER 14, EER 12 and (in the case of heat pumps) HSPF 8.5

In addition for cooling equipment (i.e. under either tier), documentation of proper sizing and
installation of qualifying high efficiency equipment must be submitted. In the case of units
installed in new homes, this will mean (a) submission of Manual J sizing calculations, (b)
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documentation of proper charging, and (c) documentation that airflow is within the range
recommended by manufacturers (maximum acceptable variation of plus or minus 10%). Inthe
case of unitsinstalled in existing homes, this will mean (&) submission of Manual J sizing
calcullations, (b) documentation of proper charging, and (c) documentation of proper airflow
rates.

The program also promotes ground source heat pumps with an EER of at least 13, gas water
heaters with an Energy Factor of at least 0.62 and ENERGY STAR-rated programmable
thermostats.

Statewide incentives for high efficiency central air conditioners and air source heat pumps will
be as follows:

Minimum Efficiency Standards® Incentives

SEER EER HSPF Central A/C Heat Pumps
13.00 11.00 8.00 Up to $370 Up to $460
14.00 12.00 8.50 Up to $550 Up to $710

Statewide incentives for ground source heat pumps and programmable thermostats will be as
follows:

Qualifying Equipment Minimum Efficiency Standards” | Incentives
Ground Source Heat Pump 13 EER Up to $580 per ton
Thermostat ENERGY STAR-rated Up to $50

At the customer’ s request, incentives may be payable to the consumer, the HVAC contractor or
the builder. Incentive levels will be adjusted in future years based upon market assessments as
program market barriers are overcome.

The gas utilities will offer the following incentive levels on a statewide basis in 2003:

Equipment Minimum Efficiency Rebate Level
Furnace ENERGY STAR—i.e. 90% AFUE or greater | Up to $300
Boiler ENERGY STAR—i.e. 85% AFUE or greater | Up to $300
Water Heater | 0.62 Energy Factor or greater Up to $50

Incentives for qualifying furnaces and boilers may gradually decline in future years as market
penetration of efficient equipment grows. Incentives may be payable to the consumer, the
HVAC contractor, or the builder.

LHVAC firmsthat have at |least 50% of their technicians holding NATE certification will be required to submit only
the Manual Jsizing calculation and signed certification of proper charge and airflow according to equipment
manufacturers specifications

2 Note that rebates for air conditioners and heat pumps are also contingent on certification/documentation of proper
sizing and installation.
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Joint/Coordinated Delivery

All gas and electric utilities will meet regularly to both coordinate the development of a
consistent program design and ensure that it is implemented in a consistent fashion across the
state. As noted above, the utilities will use identical program digibility requirements, efficiency
standards and incentive levels — all promoted through a single, statewide rebate form each for
either gas equipment or cooling equipment. The electric utilities will also use identical
inspection procedures (for quality control) applicable to air conditioners and heat pumps. In
addition, the utilities will jointly sponsor contractor sales and technical training to promote the
distribution of energy-efficient gas heating and water heating equipment, promote proper quality
installation techniques and high-efficiency cooling equipment and a contractor certification
mechanism. Various program elements (e.g. contractor outreach, training) may be implemented
with shared responsibility between the gas and electric utilities when cost effective and
conducive to do so.

2003 Program Implementation Activities

The Program has severa activities planned for the 2003 Program year to promote the installation
of energy efficient HVAC equipment for New Jersey consumers. Chief among these are to:

Support the training of HVAC technicians on either Manual Jload calculations (including
use of software applications), proper charging and airflow, technical materia that must be
understood to pass the North American Technician Excellence (NATE) certification test,
duct sealing, duct design using ACCA Manua D, ENERGY STAR sales techniques, and/or
any other substantial form of training that is directly related to the promotion of energy
efficiency and quality equipment installation.

Substantially increase the number of New Jersey HVAC technicians who earn NATE
certification.

Increase the statewide market share for ENERGY STAR qualified furnaces to 35%;
Support ENERGY STAR sales training to sales representatives of HVAC contractors,

Hold at least one individual outreach meeting to explain the program offerings (e.g.
rebates, sales training, and other training) with at least 200 of the 400 largest HVAC
contractors.

Implement a streamlined air conditioner and heat pump rebate application process (e.g.
short form for NATE certified contractors) while maintaining program stardards for
equipment sizing and installation.

Draft a plan to promote Energy Star rated water heaters within 30 days after the EPA
announces agreement on the promotion of Energy Star rated water heaters,

Perform assessment of current incentive levels and market pricing trends for energy-
efficient gas heating and water heating equipment by July 31, 2003;

Leverage industry resources (manufacturers, distributors and contractors) to promote and
increase sales and installations of energy-efficient HVAC systems that meet program
specifications.
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Suggested Program Changes for Consideration by the Board and the Clean Energy
Council Activities

In the 2003 Compliance Plan filed in November 2002, the Utilities recommended
reducing the incentive levels of electric HVAC systems. Based on assessment of current
incentive levels and market pricing trends for energy-efficient air conditioning and heat
pump equipment, the utilities continue to support his reduction, however, these changes
are not reflected in this filing because at thistime it is too late for a change in incentive
levels to impact retailers purchasing decision and/or significantly influence consumer
buying decisions;

The Utilities recommend, and can help facilitate, communication of programmatic
changes for 2004 (qualifying equipment, rebate levels, etc.) to appropriate market players
(manufacturers, distributors, contractors, etc.) by September 1, 2003 or earlier (critical
date for influencing distributors purchasing decisions for 2004);

Recommend eliminating the thermostat rebate beginning with 2004 Program year; notify
appropriate market players by September 1, 2003;

Assess the relative energy and peak demand benefits of two-speed cooling equipment to
determine whether (and how) to modify rebate structures for such equipment for
inclusion in the 2004 program.

Performance | ndicators

The following criteria may be used to judge performance based on program tracking and
evaluation results:

Energy Savings
Market share for properly installed, energy-efficient central air conditioners, heat pumps,
gas furnaces and gas boilers.

Customer awareness of the benefits of efficient equipment.

Number of HVAC technicians/contractors that have received training in key elements of
quality installations (e.g. sizing, charging, airflow, duct design), ENERGY STAR sales or
energy-efficient gas equipment installation.

Number of certified HVAC technicians/contractors.
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New Jersey Clean Energy Program
2003 Compliance Plan

ENERGYSTAR® Il PROGRAM

Overview

The Residentiadl ENERGY STAR Il Products Program promotes the sale and purchase of
ENERGY STAR rated and labeled residential lighting, appliances, and windows products. The
New Jersey Board of Public Utilities, by its written order dated January 22, 2003, adopted a new
rebate program that addresses ENERGY STAR compact fluorescent lighting and ENERGY
STAR room air conditioners. This program builds on and is an expansion of the former
ENERGY STAR Products program, which established a network of participating New Jersey
retailers, provided training for retailer sales people, distributed Point of Purchase (POP) materials
to stores, and sponsored cooperative promotions with ENERGY STAR retailers and
manufacturers. The 2003 program plan reflects maintenance of existing program commitments
with participating retailers enrolled in the program prior to December 31, 2002, and the addition
of Room Air Conditioner rebates, or other initiatives appropriately authorized by the BPU or
BPU Staff.

The long-term goal of the program is to transformthe market into one in which ENERGY STAR
residential products become standard. The program employs several key strategies to
accomplish this goal, including:

Marketing and training support for retailers, manufacturers and contractors selling
ENERGY STARproducts.

Support development of state appliance standards (e.g. torchieres, & ceiling fans),
minimum federal appliance efficiency standards and ENERGY STAR appliance
specifications, as appropriate.

Leverage national programs, promotions, marketing materials, and advertising.

Targeted rebates or other incentives to reduce first cost barriers of ENERGY STAR
appliances.

Target Market/Eligibility

The program will maintain commitments, marketing and training support with Retailers and
manufacturers enrolled in the former ENERGY STAR Products Program.

Room Air Conditioner rebates will be available to Residential and Commercial customers with
an electric account with JCP&L, PSE& G, RECO or Conectiv who purchase digible products
and meet program requirements.
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Any other initiatives appropriately authorized by the BPU or BPU Staff.

Program Offerings and Customer Incentives

Appliances

The primary focus of the Program is on four ENERGY STAR labeled appliances -- refrigerators,
clothes washers, dishwashers, and roomair conditioners.

In April 2003, a Room Air Conditioner Rebate program was launched which promotes new
ENERGY STAR labeled room air conditioners (window units only). The $25 rebate supports
qualifying room air conditioners, (up to two qualifying room air conditioners per customer).

ENERGYSTAR efficiency requirements for 2003 are:

Cooling Capacity Energy Efficiency Ratio
Less than 8000 Btu/hr 10.7
8,000 to 13,999 Btu/hr 10.8
14,000 to 19,999 Btu/hr 10.7

Packaged Terminal Air Conditioners/Heat Pumps (PTAC/PTHP) are not digible under this
program, nor are any units that might qualify for arebate under any other NJ Clean Energy
Programs. Other program process regquirements follow:

Valid for products purchased April 1, 2003 —September 15, 2003.

Completed rebate request must be received by November 15, 2003, within 60 days of the
promotion end date.

Rebate request must be accompanied by proof of purchase (legible copy of sales receipt).

Rebate request must include appliance store name, product make, model number, serial
number, purchase price, and utility account number.

Rebate will be remitted within 30 days after receiving all properly completed
documentation.

Lighting

The Program supports four ENERGY STAR rated and labeled lighting technologies -- screw-
based bulbs, hardwired fixtures, portable fixtures and ceiling fans. For ENERGY STAR ceiling
fans, qualified products are those fans with lighting, or separately packaged lighting kits for
celling fans. Rebate support for Compact Fluorescent Lights (CFL’s) was authorized by the
BPU and is under development with BPU Staff.

NJ Clean Energy Program - 2003 Compliance Plan Page 8 of 38
Program Descriptions



Windows

The program promotes windows meeting the ENERGY STAR efficiency standard (i.e. minimum
U-vaue of 0.40 and maximum solar heat gain coefficient (SHGC) of 0.55 for locations within
the central region of the United States.

Joint/Coordinated Delivery

The utilities coordinated the development of a consistent program design and ensured that it was
implemented in a consistent fashion across the state. The utilities will ensure that consistent
retailer support activities continue to be provided statewide.

2003 Planned Program Implementation Activities

The utilities will continue to support BPU Staff development and implementation of the
Room Air Conditioner Rebate, any new ENERGY STAR product rebate initiatives, and
jointly support maintaining the existing base of retail partners.

The Room Air Conditioner Rebate initiative was launched April 22, 2003. To expedite the
distribution of POP material, materials were mailed to participating retailers the week of
April 21, 2003. The implementation contractor conducted site visits to independent retailers
and a percentage of large chain retailers to ensure the initial set up of POP materials and to
train sales personnel. A detailed program description for the Room Air Conditioner Rebate
has been submitted to Staff.

As aresult of the previous ENERGY STAR Products program, there are more than 800
existing retailer and manufacturers partners. Continued 2003 maintenance activities with
these retail and manufacturer partners include: Coop promotion support, coordination with
ENERGY STAR promotional events, information related to local, regiona and national
initiatives, ENERGY STAR point of purchase (POP) materials, and support for sales staff
training.

Performance I ndicators

Energy Savings

Number of Room Air Conditioner rebates per store

Feedback from implementation contractor follow-up calls with participating retailers
Maintain retailer ENERGY STAR partner commitments as amended by the BPU
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New Jersey Clean Energy Program
2003 Compliance Plan

Residential Low Income Program
“New Jersey Comfort Partners’

Overview

The Residential Low Income Program known as Comfort Partners, offered by Conectiv Power
Delivery, JCP&L, New Jersey Natural Gas, NUI Elizabethtown Gas, PSE& G, Rockland Electric
Company, and South Jersey Gas, is designed to improve energy affordability for low-income
households. To achieve this objective, it must overcome several market barriers. Key among
these are: (1) lack of information on either how to improve efficiency or the benefits of
efficiency; (2) low income customers do not have the capital necessary to upgrade efficiency or
even, in many cases, keep up with regular hills; (3) low income customers are the least likely
target of market-based residential service providers due to perceptions of less capital, credit risk
and/or high transaction costs; and (4) split incentives between renters and landlords. The
Program addresses these barriers through:

Direct installation of al cost-effective energy efficiency measures (addressing all fuels).
Comprehensive, personalized customer energy education and counseling.

Arrearage reduction for participants who agree to payment plans.

Coordination with other low income program services and agencies.

The Comfort Partners Program has been expanded to include a pilot weatherization program (the
“Comfort Partners Seniors Pilot” or “Seniors Pilot”) for customers residing in al-electric homes
in Monroe Township. Westherization measures will include measures and services offered
under the current Comfort Partners Program, up to a stipulated cap per home. Pilot participants
will not be eligible for Arrearage Reduction services. JCP&L’s existing Comfort Partners
contractors will be used to deliver program services, pending the addition of contractors selected
through a future competitive bidding and award process.

Target Market/Eligibility

This Program will be targeted at two market segments: 1) Low-income, and 2) a pilot for seniors
who heat with electric heat in Monroe Township per the December 18, 2002 Board Order.

The Low-income portion of the Program is available to any household with income at or below
150% of the federal poverty guidelines. Customers who receive Lifeline assistance and/or Safety
Net Partnership and/or HEAP, Pharmaceutical Assistance, TANF, Federal SSI and high energy
use USF participants are also eligible.

The pilot program for seniors with electric heat will be made available to households where the
head of household is age 65 or older, where the primary form of space heating is electric heat,
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and the participant must live in Monroe Township. Household income must be at or below
300% of federa poverty guidelines for “no-cost” service and between 301-400% for “shared-
cost” services per the Board Order, and applications must be received before September 30,
2003.

Program Offerings and Customer | ncentives
Low Income

All cost-effective efficiency measures will be installed in each home (no cost cap) for the low-
income participants. Cost-effectiveness will be assessed on a site-specific basis. Among the
measures to be considered for each home are efficient lighting products; hot water conservation
measures (tank wraps, pipe wrap, tank temperature turn-down, and energy saving showerheads
and aerators); replacement of inefficient refrigerators; energy saving thermostats; insulation up-
grades (attic, wall, basement, etc.); blower-door guided air sealing; duct sealing and repair;
heating/cooling equipment maintenance, repair and/or replacement; and other “custom”
measures.

Refrigerator replacement will be based on on-site monitoring of the existing unit. Consumption
thresholds for cost-effective replacement vary according to size class. Any refrigerator with
measured consumption above the threshold values is eligible for free replacement with a new
energy-efficient model. These values and procedures will be updated periodically to reflect
changesin refrigerator costs and/or efficiency.

The cost-effective installation of energy-efficient lighting products will be based upon the
wattage and the estimated average daily burn time for the existing lamp.

Domestic hot water and other custom measures al'so will be installed according to Program
guidelines for determining measure cost effectiveness.

In addition, participants who are in arrears on their energy bills and agree to a payment plan will
be eligible to receive arrearage reductions. The structure and details of the arrearage forgiveness
plans vary by participating utility with a maximum arrearage reduction of $750 per participant.
The Collaborative is continuing to work towards greater consistency in their plansand in
adapting to best practices.

Seniors Pilot

For the Seniors Pilot, the measures are the same however there is a cost cap of $1,500 for “no-
cost” participants and $2,500 for “shared-cost” participants with the program paying up to $750.
All cogt-effective efficiency measures will be installed in each home up to the $1,500 limit. Cost-
effectiveness will be assessed on a measure and site-specific basis. All efficiency measures and
energy education services will be provided free of charge except for pilot “shared-cost”
participants. The selection of measures designed to reduce heating and cooling will be guided by
a space conditioning allowance based on gas/electric consumption history which is a guide for
contractors, and is not an absolute or prescriptive target or cap. If the site needs are greater than
or less than the calculated allowance, the contractor will act accordingly and document the
reasons for the deviation from default expectations.
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Joint/Coordinated Delivery

Electric and gas utilities with overlapping service territories will jointly deliver —through the
same Program delivery contractor — efficiency and energy education services so that customers
receive both gas and electric efficiency measures simultaneously. Selection of Program delivery
contractors and the fixed Program delivery costs are shared between the participating gas and
electric utilities. JCP&L will implement and budget for the Seniors Pilot in coordination with
BPU Staff. Evaluation costs will be shared.

2003 Planned Program Implementation Activities

Participant targets for each utility for the low-income component in 2003 are displayed in the
table below. The table figures are not additive. The total statewide participation is expected to
be 6045, which is the sum of the electric participants (all households have electric service). The
5,069 gas participants are a subset of this total.

Electric Gas
PSE& G | JCP&L Conectiv RECO | PSE&G NIJNG | SIG | NUI-Etown
4,000 2400* 525 20 3,400 733 300 | 636

*400 Pilot participants will be completed in 2003 with the remaining 300 completed in 2004.
The 2003 statewide enrollment goal in the arrears reduction program is 3,400. Customers who
participate in both the gas and electric utilities” arrears programs are counted by each utility. The
budget submitted with this plan supports the following number of enroliments. Additional
enrollments or funding above what is in the budget, will be covered by the Universal Service
Fund budget. The utilities have the following individual targets for enrollment in their arrears

reduction plans:

Electric Gas
PSE&G | JCP&L Conectiv RECO | PSE&G NIJNG | SIG | NUI-Etown
1,200 660 100 5 1,020 150 125 | 140

The program evaluation will also measure other important performance indicators identified in
the evaluation plan. These include the comprehensiveness of treatment of efficiency
opportunities (or, conversely, magnitude of missed opportunities). The program savings goalsin
2003 are to achieve 10% average savings on total electric use for electrically heated homes and
15% average savings on total gas use for gas heated homes. The savings calculation initially will
be based on energy savings protocols filed with the BPU for approval on July 9, 2001. Itis
anticipated that these protocols will be adjusted as baseline and impact evaluation data becomes
available.

Theinitial set of Comfort Partners evaluation reports, regarding the program tracking system and
the process and comprehensiveness of program implementation, have been received. The
Comfort Partners Working Group fully intends to implement as many of the report
recommendations as possible during the 2003 program year, recognizing that some changes
might require a multi- year effort (e.g., coordination and integration with Community- Based
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Organizations and the federal Low-Income Weatherization Assistance Program) while others
may be immediately adopted (e.g, adopting the recommended Minimum Ventilation Guideline).

In recognition of the challenges posed by this ambitious goal, the Working Group already has
organized itself into three sub- groups (one for each evaluation report), each charged with
developing the means necessary for implementing report recommendations.

The utilities will jointly work on the activities for program enhancements in 2003 as identified in
the table below.

Specific Activities Timeline
Roll-out Seniors Pilot 1% Qtr
Implement consistent 3™ party Quality Assurance procedures/schedules | 3™ Qtr
Prepare recommendations re: statewide data tracking/reporting system 39Qtr
Recommend/perform procurement of additional contractors 37 Qtr
Completion of procedures/specifications manuals revision 4" Qtr

Performance I ndicator s
The following criteria may be used to judge performance:

Number of households treated.

Energy Savings

Average savings per participant (by housing type).

In the case of low income participants (those at or below 150% of federal poverty
guidelines), impacts on energy affordability of Program participants will be assessed.
Comprehensiveness of treatment of efficiency opportunities (or, conversely, magnitude
of missed opportunities).

Customer satisfaction.

NJ Clean Energy Program - 2003 Compliance Plan Page 13 of 38
Program Descriptions



New Jersey Clean Energy Program
2003 Compliance Plan

Residential New Construction Program
“New Jersey ENERGY STAR Homes” Program

Overview

The Residential New Construction Program, offered by the New Jersey Clean Energy Program,
is designed to increase the efficiency of residentia new construction, with the long term goal of
transforming the market to one in which al new homes are built at least as efficiently as the
current EPA ENERGY STAR homes standard. There are a number of market barriers to efficiency
investments in new construction. Key among these are: (1) split incentives (i.e. builders who
make design decisions will not pay the additional costs associated with those decisions); (2) lack
of information on the benefits of efficiency (on the part of consumers, builders, lenders,
appraisers, realtors and others); (3) limited technical skills to address key elements of efficiency;
and (4) inability of consumers, lenders, appraisers and others to differentiate between efficient
and standard homes. This program plan employs several key strategies to overcome these
barriers:

Incentives to builders to construct homes to program standards.

Marketing assistance to builders of BNERGY STAR rated homes.

Technical assistance to builders and their subcontractors.

Home energy ratings and ENERGY STAR certification to qualified homes.

Support to the Department of Community Affairs, RESNET, and US EPA to foster the
development of market-based mechanisms to facilitate market transformation, including a
uniform statewide energy rating system and accreditation of raters.

Technical support/training on residential energy code updates and implementation.

Target Market/Eligibility

Any new home or existing home undergoing substantial (gut) renovation or remodeling in a State
designated “ Smart Growth” area (as defined as Planning Areas | and |1 and the Designated
Centers using the “Policy Map of the NJ State Redevel opment and Redevelopment Plan”), is
eligible to participate if it has gas heat, electric heat and/or central air corditioning. Projectsin
non-Smart Growth areas, but aready in the pipeline, will have until June 3, 2003, to sign into the
Program. Both single family and multi-family buildings are eligible as long as they are
individually metered (i.e. non-commercial accounts). Customers may choose to participate in
either the Residential New Construction Program or one of the HVAC programs, but not both.

To participate in the program, a home must: (1) meet a performance standard of at least 30%
less energy consumption (same as EPA’s ENERGY STAR Homes standard) than if it had been
built to the national model energy code; (2) document proper HVAC equipment sizing and
installation; (3) fully seal all HYAC duct system joints and seams; (4) seal up for reduced air
leskage; and (5) install a minimum of three ENERGY STAR hard-wired light fixtures. The
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performance standard can be met through any combination of insulation upgrades, efficient
windows, air sealing, efficient HVAC equipment, and/or duct sealing. A home energy rating
(score of 86 points) will be required to demonstrate that a combination of such measures has
resulted in attainment of the standard.

Program Offerings and Customer Incentives

Incentives reflect changing baselines, market barriers to efficiency improvements and
incremental costs of efficiency improvements. For 2003, they are designed to cover
approximately 100% of the incremental cost of efficiency upgrades for homes with electric heat
or gas heat and approximately 50% of incremental cost for homes with central air conditioning
and oil or propane heat.

For 2003, the Program will offer three different incentives. First, and most important, are
incentives for building a home to the Program’s core efficiency standard for building shell and
HVAC equipment. The Program standard is a Home Energy Rating System (HERS) score of at
least 86.0 points, plus certain prescriptive requirements for 1) central air conditioners and/or heat
pumps (where applicable); 2) ducts (where applicable); and 3) house air sealing. This core
incentive varies by dwelling type as follows:

Table 1; Core Incentive

Dwelling Type Incentive Level* up to $3,100 maximum
Single Family Up to $700 + $.60/sq. ft.
Multiple Single Family (“Townhouse”) Up to $200 + $.60/sq. ft.
Multiple-Family Building (“Multi-Family”) | Up to $50 per dwelling unit + $.60/sg. ft.

*For all residential conditioned floor space.

The HVAC equipment incentives are the same as those offered under the Residential Electric
HVAC and Gas HVAC Programs. The HVAC equipment incentives follow:

Table 2. HVAC Equipment Incentives

Equipment Type Minimum Efficiency Standards Incentive Level*
Gas Boiler Energy Star — 85% AFUE Up to $300

Gas Furnace Energy Star — 90% AFUE Up to $300

Centra A/C 13 SEER, 11 EER Up to $370

Centrd A/C 14 SEER, 12 EER Up to $550

Heat Pump 13 SEER, 11 EER, 8.0 HSPF Up to $460

Heat Pump 14 SEER, 12 EER, 8.5 HSPF Upto $710
Ground Source Heat Pump 13 EER Up to $580 per ton

*Per installed unit.

NJ Clean Energy Program - 2003 Compliance Plan Page 15 of 38
Program Descriptions



Homes meeting the program standards are also digible for supplemental incentives for high
efficiency lighting fixtures (over and above the mandatory three fixtures), washing machines and
ventilation equipment. These are as follows:

Table 3. Supplemental Incentives

Measure Efficiency Standard Incentive Level

Washing Machine | ENERGY STAR model Up to $175

Light Fixtures Unlimited quantities of ENERGY STAR light | Up to $30 for
fixtures in high-use locations (not closets, | recessed cans
garages, unfinished basements or other Up to $20 for all

locations where lights are typically on for | others
lessthan 2 hours/day and over and above
the mandatory three fixtures)

Mechanical Ducted fan (Maximum .5 watts/cfm and Up to $100 per
Ventilation System | 2.0 sones and/or ENERGY STAR labeled), | system
heat-recovery ventilator or energy-recovery
ventilator; on automatic control.

Maximum of one system for 1,000
dwelling sg. ft. of conditioned space

Joint/Coordinated Déelivery

All gas and electric utilities meet regularly to ensure that the Program is implemented in a
consistent fashion across the state. As noted above, the utilities use identical program eligibility
requirements, efficiency standards (including verification with home energy ratings) and
incentive levels. The utilities will assist the Department of Community Affairs with the
development of a statewide rating system, rater accreditation infrastructure, and mechanisms for
promoting market transformation.

2003 Planned Program Implementation Activities

The utilities will jointly undertake the following program activities for implementation of the
statewide Program:

Certify an increased percentage of eligible ENERGY STAR homes

Continue to train builders, subcontractors and architects on Program elements and aspects
that will improve the energy efficiercy, performance and sales of homes they design and
build.

Offer assistance to the NJ DCA to open up the ENERGY STAR Homes Program to a
competitive market-based HERS delivery infrastructure, while still maintaining Program
standards, consistency and quality assurance.

Reduce number of on-site inspections, which currently stands at 100%.

Suggested Program Changes for Consideration by the Board and the Clean Energy
Council Activities
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Since program participation has grown, market barriers have become less severe and baselines
have increased due to NJ Code Upgrades. An analysis of the incentive levels was completed in
the first quarter of 2003 and based on the result, the Utilities recommend that the incentive levels
are reduced in future years. Beginning in 2004, recommend that incentives be designed to cover
75% of the incremental cost of efficiency upgrades for homes with electric heat or gas heat. The
utilities also recommend that mechanical ventilation be considered as a program requirement. A
copy of the Incentive Analysis has been provided to Staff, upon request the Utilities are available
to present the information and discuss the detailed recommendations.

Performance I ndicators

The following criteria may be used to judge performance based on program tracking and
evaluation results:

Energy Savings

Market share for ENERGY STAR homes;
Leveraging trade ally relationships,

Increasing availability/use of home energy ratings.
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New Jersey Clean Energy Program
2003 Compliance Plan

Residential Retrofit Program
“New Jersey Energy Smart Program”

Overview

The Residential Retrofit Program was terminated effective March 31, 2003. Program budgets
reflect costs commitments made prior to the cancellation of the program.
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New Jersey Clean Energy Program
2003 Compliance Plan

C&l Energy Efficient Construction Program
“New Jersey SmartStart Buildings®”

Overview

The C&I Energy Efficient Construction Program (C& |EECP) — New Jersey SmartStart
Buildings® — will continue to be offered by PSE& G, JCP& L, Conectiv Power Delivery,
Rockland Electric Company, New Jersey Natural Gas, Elizabethtown Gas and South Jersey Gas.
The Program is designed to:

Capture lost opportunity energy efficiency savings that occur during customer-initiated
construction events (i.e., when customers normally construct buildings or buy
equipment).

Achieve market transformation by assisting customers, designers and specifiers to specify
energy efficient equipment with building system and lighting designs.

Stimulate small commercia customer investments in energy efficiency measures.

Help facilitate effective implementation of New Jersey’s new commercial code and
future upgrades to that code.

This program has been designed to address key market barriers to efficient building construction
and design on the part of developers, designers, engineers, and contractors including:
unfamiliarity or uncertainty with energy efficient building technologies and designs; bias toward
first cost versus operating costs; compressed time schedules for design and construction;
aversion to perceived risk-taking, despite the proven reliability of efficient technologies and
designs; and incentive structures and priorities for engineers, designers and contractors which are
at variance with efficiency considerations.

The program employs a comprehensive set of offerings and strategies to address the market
barriers noted above and to, subsequently, achieve market transformation in equipment
specification, building/system design and lighting design. These include:

Program emphasis on customer- initiated construction and equipment replacement events
that are anormal part of their business practice.

Coordinated and consistent marketing to commercial and industrial customers, especialy
large and centralized players, such as national/regional accounts, major developers, etc.
Consistent efficiency and incentive levels for efficient electric and gas equipment and
design practices to permanently raise efficiency levels.

Prescriptive incentives for pre-identified efficiency equipment and custom measure
incentives for more complex and aggressive measures to permanently raise the efficiency
levels of standard equipment.
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Design support/technical assistance to developers and their design team for new
construction and renovation projects to permanently raise the efficiency levels of design
practices.

Specialized program emphasis on Public Schools (K-12) for energy savings and market
transformation including energy efficient building design, equipment measures and
commissioning for school facilities greater than 50,000 square feet.

Technical support for newly enacted commercial energy code including training in
energy code reguirements.

Target Marketg/Eligibility

Commercial, educational, governmental/institutional, industrial, and agricultural customers
engaged in customer-initiated construction events including public schools construction, other
new building construction within designated smart growth areas, renovations, remodeling,
equipment replacement, and manufacturing process improvements. In addition, the program
may be used to address economic development opportunities and transmission and distribution
system constraints.

Program Offerings and Customer Incentives
The program will continue to offer the following core program offerings for all market segments.

Prescriptive Efficiency Measure Rebates that provide fixed incentives for energy
efficiency measures. Incentives are based on incremental costs (i.e., the additional cost
above baseline equipment), in consideration of market barriers, changes in baselines over
time and market transformation objectives. Eligible electric measures include chillers,
lighting fixtures and controls, unitary HVAC, motors, variable frequency drives, ground
source heat pumps and LED traffic signals. Eligible natural gas measures include gas
cooling, furnaces, boilers and water heating equipment.

Custom Measure Incentives for more complex and aggressive custom efficiency
measures. Incentives are based on incremental equipment and labor costs in consideration
of market barriers, changes in baselines over time and market transformation objectives.
Eligible electric and gas measures include chillers, lighting, HVAC, motors, large boilers,
gas-engine driven chillers and other non-prescriptive measures proposed by the customer.
Multiple Measure Incentives for the installation of multiple eligible gas and electric
energy efficiency measures (i.e., two or more of the following equipment types — lighting
equipment and controls, unitary HVAC, chillers, electric and gas space heating, gas water
heating, motors, and/or variable speed drives). Incentives are based on the total
equipment incentives but are not to exceed the smallest individual equipment incentive
for the project.

Technical Assistance and oversight to help customers evaluate energy efficiency options,
utilize program offerings and services, and effectively use performance-contracted
services. In addition, targeted technical assistance, and targeted incentives, will be
provided to small commercial customers.
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Energy Code Technical Support, to assist customer and trade ally understanding of the
requirements of the state’s new commercia energy code, as well to build the technical
foundations for possible future energy code upgrades (e.g., sharing of research results,
program experience and technical support). These activities are designed to “lock-in”
efficiency gains from the program and to lay the groundwork for future market
transformation.

Additional program offerings are targeted, but not limited to, New Construction, Schools, and
Retrofit segments.

New Construction

Incentives for new construction projects are available only for projectsin State
designated “ Smart Growth” area (as defined as Planning Areas | and Il and the
Designated Centers using the “Policy Map of the NJ State Redevel opment and

Redevel opment Plan”)

Design Incentives and Support, including building simulation, to architects and engineers
to consider and use integrated design approaches that provide additional, synergistic
energy savings. The design incentives cover a portion of the incremental cost for
additional energy efficient design services over the base cost of building design.

Schools

Incentives and Technical Support for Commissioning Services for qualified new K-12
public school construction of facilities greater than 50,000 square feet.

Provide assistance to ensure that all schools take full advantage of existing program
offerings and incentives, as well as technical assistance regarding the energy efficiency
requirements of the LEED program including commissioning for school facilities greater
than 50,000 square feet.

Public School (K-12) new construction projects are available for new construction
incentives throughout the state and are not limited to State designated “ Smart Growth”
areas.

A school’sweb page “ Smart Start Schools’ was developed and provides specific
information related to schools construction including the appropriate links for researching
additional information and organizations.

Financial incentives are provided for: a) the technical studies on a cost shared basis and
b) for qualified equipment.

Retrofit

Chiller Optimization, designed to (@) capture potential additional savings available at the
time of achiller replacement or conversion to a new refrigerant, and (b) help to lay the
foundation for market-based comprehensive treatment of major HVAC replacement projects.
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By examining ways to optimize the efficiency of the chiller in relation to its distribution
systems (pumps, fans, ducts, pipes, controls, etc.) while ssmultaneously reducing other
building cooling loads (such as lighting), it is often possible to reduce the size (and thus cost
and peak demand) of the replacement chiller. Additional benefits can include a better
performing building and improved savings from the ancillary efficiency measures.

Targeted to C& | customers with large chiller plants (of 500 tons or more) that are in line for
replacement, conversion, or addition of chiller capacity program. Activities include:
Technica Assistance for studies to identify potential savings and incentives for chiller
replacements, incentives for lighting system improvements, and auxiliary enhancements,
such as fans, pumps, motors, ducts, pipes, controls etc.

Lighting Remodeling Design, provides specialized marketing, standardized technical
assistance tools, and training to help contractors design, recommend and install energy
efficient lighting systems. Explicitly designed to transform lighting design practices during
remodeling through training, using a three tiered training approach beginning with
information sessions to introduce Design Lighting concepts and techniques to contractor and
specifiers. The next tier recruits attendees to participate in roundtable training discussions to
explore case study design guides and the third tier recruits participants to engage in hands on
demonstration projects at customer locations.

Compressed Air, to capture significant energy savings from compressed air system
optimization in industrial facilities containing significant compressed air systems (over 100
HP). These customers encompass many key New Jersey industries including plastics,
chemicals, paper products, high technology, and pharmaceuticals. The focusis on the
efficiency of all compressor system elements, including compressors, auxiliaries, controls,
distribution, end-use, and operation and maintenance.

Financial incentives are provided for: a) the technical studies on a cost shared basis and b) for
qualified equipment. As customer and contractor awareress and market demand build, the
Program will adjust incentives for studies to maintain only levels necessary to produce
desired levels of market response.

The program will also continue to support Regional and Nationa initiatives

New Jersey utilities will continue to support efforts to upgrade federal appliance efficiency
standards and state building codes. Activities include technical support, dissemination of
information, sponsorship of conferences/workshops on codes and standards, tracking of
activities and monitoring developments, and review and modification of program designs to
integrate changes to the standards and codes.

The New Jersey utilities will continue to support regional efforts that promote energy
efficiency and market transformationfor targeted equipment markets. These efforts include
participation in the regional, MotorUp program and Cool Choice program.
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| ncentives

The statewide incentives presented in the tables below support customers' according to the
opportunity, technology, and efficiency.

Technology Classification | Incentive

Design Support Incentives:

Pre-design planning session - Up to $1,000.00

Design simulation and screening - Up to $5,000.00 or more depending on the size of

the building or; service may be provided by utility
Incorporation of energy-efficiency Up to $5,000.00 depending on the measures
measures into the Final Design included

Custom Measur e I ncentives:
Measures not covered by the Generaly, up to 80% of eligible qualifying
prescriptive incentive tables - measure’ s incremental cost or abuy downtoal.5
year payback, whichever isless. To be eligible for
incentives, these projects must first pass several
‘cost-effectiveness’ criteria.

Qualifying Equipment Incentives ( no measur e incentive shall exceed the
non-installed cost of the measure):
Electric Chillers:

Water Cooled Chillers - Up to $12 - $170 per ton depending on size and
efficiency
Air Cooled Chillers - Up to $8 - $52 per ton depending on size and
efficiency
Natural Gas Chillers:
Gas Absorption Chillers - Up to $185 - $450 per ton depending on size, type
and efficiency
Gas Engine Driven Chillers- | Treated under Custom measure path
Desiccant Systems - Up to $1.00 per cfm (gas or electric)
Unitary HVAC Systems -
Unitary AC and Split Systems - Follows the Regional Cool Choice Program
Incentive Schedule (See Appendix A)
Air to Air Heat Pumps - Follows the Regional Cool Choice Program
Incentive Schedule (See Appendix A)
Water Source Heat Pumps - Follows the Regional Cool Choice Program
Incentive Schedule (See Appendix A)
Packaged Termina AC & HP - Up to $65 per ton
Dual enthalpy Economizers - Follows the Regional Cool Choice Program
Incentive Schedule (See Appendix A)
Central DX AC Systems — Up to $40 - $72 per ton

Ground Sour ce Heat Pumps:
Open Loop & Closed Loop- Up to $70 per ton

GasFired Boilers:
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Technology Classification Incentive

Gas Fired Boilers- <300mbh Up to $2.00 per mbh depending on efficiency but
not less than $300 per unit

Gas Fired Boilers - 300mbh - Up to $1.75 per mbh depending on efficiency

1500mbh

Gas Fired Boilers - Up to $1.00 per mbh depending on efficiency

>1500mbh - 4000mbh

Gas Fired Boilers - > 4000mbh Treated under Custom Measure Path

Gas Furnaces - Up to $300 per furnace depending on efficiency

Variable Frequency Drives

(HVAC):

Variable Air Volume - (add on to Up to $65 - $155 per hp
existing HVAC systems only)
Chilled Water Pumps - Up to $60 per hp
Gas Fired Water Heating:
Gas Water Heaters - <= 50 gallon Up to $50 per water heater

Gas Water Heater - >50 gallon Up to $2.00 per mbh, but not less than $50/unit
<300 mbh -

Up to $1.75 per mbh
300mbh — 1500 mbh -
Up to $1.00 per mbh
>1500 mbh - 4000 mbh -
Gas Fired Water Booster Heaters - | Up to $17 - $35 per MBTUH
Premium Efficiency Motors:
Three phase motors - Follows the Regional MotorUp Program Incentive
Schedule (See Appendix A)

Prescriptive Lighting:
T-8 lamps with electronic balast* - | Up to $15 per fixture
LED Exit Signs* - (New Fixtures Up to $20 per fixture

Only)

Hard-wired compact fluorescent Up to $15 per 1 lamp fixture
surface mount fixtures* - (New Up to $20 per 2 or more lamp fixture
Fixtures Only)

Hard-wired compact fluorescent Up to $25 per 1 lamp fixture

recessed fixtures*- (New Fixtures Up to $30 per 2 lamp or more fixture
Only)

Metal Halide w/ pulse start **- Up to $50 per fixture
T-5 High Bay Fixtures** Up to $75 per fixture
LED Traffic Signal lamps Up to $20 per 8" lamp (red & green only) Up to $35

(conversion of existing intersections | per 12" lamp (red & green only)
only)
LED Pedestrian Signal lamps Up to $20 per fixture
(conversion of existing intersections

only)
Lighting Controls.
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Technology Classification | Incentive

Occupancy Sensors (Turning fixtures off in Existing facilities only)

Wall mounted - Up to $20 per control
Remote mounted (e.g., Up to $35 per control
ceiling)

Day lighting Dimmers - All facilities

Fluorescent Fixtures Up to $25 per ballast controlled
HID controls Up to $75 per ballast controlled
Hi-Low Controls— All facilities:
Fluorescent Fixtures Up to $25 per ballast controlled
HID Up to $75 per ballast controlled
Performance Based Lighting
Performance Based Lighting Up to $1.00 per watt-per-square foot below baseline
incentives for indoor and outdoor which is 20% below (more efficient) code; incentive

installations (attached to building) - | cap up to $25/Fixture
New construction and Mgjor

Renovation
Performance Based Lighting Up to $ 1.00 per watt-per-square foot below
incentives for indoor/outdoor baseline which is 10% below (more efficient)

installations (attached to building) - code; incentive cap up to $25/Fixture
Existing construction

Multiple M easure Bonus

Up to 10% of the total equipment incentives for the
subject project, but not to exceed the smallest
individual equipment incentive for the project.

* Available to existing facilities of small commercia customers
(<=75 kW average metered demand for a recent 12- month period)
** Certain conditions may apply, (check with the utility for specific application)

Joint/Coordinated Program Development and Delivery

All éectric and gas utilities will continue to coordinate detailed program refinement and
implementation of the consistent program design. The utilities will continue to maintain
identical program eligibility requirements, equipment baselines and efficiency standards, and
incentive levels, for both the core program offerings and the specialized program paths. The
utilities a'so coordinate budget devel opment funds allocation at the program level and may
develop maximum budgetary allocations at the subprogram or sub- market level in order to
preserve an equitable opportunity for all customers to participate in the program.

The utilities will propose adjustments to these offerings based on program experience, the results
of various evauations, program and market studies as well as other state/regional market
research, and current pilot/demonstration projects. In addition, the utilities will update and
implement their coordinated marketing strategy.
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In order to maintain close coordinationon an on going basis, the utilities formed a Standing
Technical Committee, which develops and updates the program rules and the eligibility
requirements governing measure igibility and technical requirements. Changes to the program
are posted and regularly updated on the New Jersey Smart Start Building web site and
communicated to Trade Allies and program participants via the web site.

Coordinated and consistent marketing strategy including:

1. Coordinated marketing to large and centralized players (such as national/regional
accounts, major developers, local contractors, and architect/engineering firms).

2. Coordinated marketing such as hosting web sites, trade show participation, and
developing collateral marketing materials.

3. Coordinated retail/local outreach and technical assistance for al fuel types so that
all customers have equal access to the program offerings

2003 Planned Program Activities

Conduct 6 information sessions to introduce design lighting concepts and techniques to
electrical contractors, distributors and specifiers.

Conduct 3 Design Lighting roundtable sessions to explore case study design guides.
Work with the New Jersey Department of Community Affairs (DCA) to schedule two (2)
one-day workshops on the new Energy sub-code, ASHRAE Standard 90.1-1999, part of
the NJ Uniform Construction Code.

By December 31, 2003 recruit, 6 Design Lighting demonstration projects.

Going forward in 2003, statewide utility marketing and promotions will be limited to the
following activities:

The NJ SmartStart Buildings web site

Maintain the web site to include: management, revisions and enhancements.

The NJ Clean Energy web site

Maintain the C&| program page on the web site to include: maintenance, and revisions.
Program Literature and Materials

Produce program literature by updating existing brochure, applications and printing for
distribution at meetings, presentations and trade shows.

Trade Shows

Repair existing tradeshow display booth, update and revise display panels, coordinate
tradeshow logistics including: storage, inventory of materials, delivery and setup viaa
contractor vendor. Participate in the following schedule of proposed, statewide trade
shows remaining for 2003:

September 21-24 — Edison Electric Institute National Accounts Workshop
October 22-24 — New Jersey School Board Association Exhibition and Workshop
October 28-29 — Northern NJ Plant Engineering and Maintenance Show

October, 2003 - AIA NJ Design Awards

November 17-20 — New Jersey League of Municipalities
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Performance Indicators

The following criteria may be used to judge performance based on program tracking and
evaluation results:

Market share improvements for energy efficient equipment and practices.

Market awareness.

Indicators of transformation of specific markets for energy efficient equipment and
practices.

Energy Savings. Meet 2003 target of megawatt hour and natural gas energy savings of
85,500 MWh and 380,000 Therms respectively.
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New Jersey Clean Energy Program
2003 Compliance Plan

C&l Building Operation & Maintenance

Overview

This program was terminated and the final scheduled classis June 4, 2003. Program budgets
reflect cost commitments made prior the cancellation of the program.
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New Jersey Clean Energy Program
2003 Compliance Plan

Residential Air Conditioning Cycling Load Control Program

Overview

Through the Residential Air Conditioning Cycling Load Control Program, certain utilities (i.e.,
JCP&L, PSE& G, and Conectiv) will continue to use air conditioner cycling strategies to provide
capacity relief on days of system peak. By using radio-activated relays, system operators will
selectively cycle air conditioning equipment through a variety of operating strategies, which are
designed to optimize system load and lower the peak demand while minimizing the impact on
the customer. The short duration of such load cycling periods (generally fifteen (15) minutes of
each half- hour when activated) minimizes the impact of the cycling on the customer’s comfort.

In the PSE& G program, radio receiver switches were installed on more than 141,315 central air
conditioners, heat pumps (or in the thermostats which control them), and qualifying water
heaters (when accompanied by a central air conditioner or heat pump).

JCP&L has been offering this service to eligible customers since 1992 and to date has over
66,000 outdoor units installed and over 18,600 thermostat load control receivers installed under
DSM programs.

Conectiv has over 21,000 active participants in the program and has installed radio receiver
switches on more than 29,000 central air conditioners, heat pumps, and water heaters.

The utilities agree that load control programs may be maintained up to the above levels under the
CRA.

Target Market/Eligibility

In the April 9, 2001 Compliance Filing, PSE& G noted that there were more than 141,315 central
air conditioners, heat pumps and qualifying water heaters with radio receiver switches. PSE&G
will not expand the program beyond that number but will continue to operate the program with
existing participants and will focus on retaining those customers in the program. New
participants will be added only to the extent that it is necessary to maintain the current level of
system peak demand relief. The program istargeted to al customers who have central air-
conditioning.

For JCP& L the program targets residential customers in the JCP& L central New Jersey service
territory, who have central air conditioners and/or central heat pumps. New participants may be
added each year only to the extent that it is necessary to maintain the current level of system
peak demand relief.

For Conectiv the program is currently in maintenance mode, and is closed to new participants.
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Eligible Measures

PSE& G - This program installs radio receiver on/off switches on central air conditioners, heat
pumps ad electric water heaters.

JCP&L - JCP&L, at no charge, will install aradio receiver switch in the form of a programmable
thermostat in each participant’s home.

Conectiv - New installations are not allowed.

Program Offerings and Customer Incentives

PSE& G - Program participants will receive $6.00 a month for each of the four summer months
(June- September) in each year that they participate, regardless of how often their central air
conditioners/electric heat pumps are cycled.

JCP&L - If it becomes necessary to enroll new program participants to replace others that drop
out of the program, JCP& L will offer a programmable thermostat for either their air conditioner
or heat pump as an incentive. Customers previously enrolled in the program and who have an
outdoor control device will receive an incentive payment of $24.00 for each cooling season.
Customers participating in this program will receive an additional $24.00 annual incentive
payment if they elect to allow JCP&L to also cycle their electric water heater, provided they
remain a program participant. Customers with outdoor control devices that fail will be offered a
replacement outdoor control device, not athermostat.

Conectiv - Residential customers receive $1.50 credit per appliance and the commercial and
industria participants (accounts) receive a $1.50 credit for each KW of controlled load. The
credits are provided to participants in the months of June, July, August and September. When
there is a cycling period, the participants receive an additional $1.50 credit for that cycle period.
Joint/Coordinated Delivery

There will be no joint or coordinated delivery. The utilities will each operate their own
programs.

2003 Planned Program Activities

Utilities will perform measures needed to assess and maintain performance of the program and
maintain customer satisfaction.

Performance Indicators

Number of customers enrolled
kW of load reduction
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New Jersey Clean Energy Program
2003 Compliance Plan

Efficiency and Renewable Energy Financing

Overview
Program to be developed by BPU Staff.
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New Jersey Clean Energy Program
2003 Compliance Plan

Tree Program

Overview
Program to be developed by BPU Staff.
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New Jersey Clean Energy Program
2003 Compliance Plan

School Energy Efficiency and Renewable Energy
Education Program

Overview

PSE& G and JCP& L have discontinued their respective programs for 2003. However, PSE& G
has continuing obligations that were made in 2002 for delivery within the school year that end in
June 2003. PSE& G will honor these obligations, which are reflected in the program budgets.

NJ Clean Energy Program - 2003 Compliance Plan Page 33 of 38
Program Descriptions



New Jersey Clean Energy Program
2003 Compliance Plan

Customer-Sited Clean Energy Generation Program

Overview

PSE& G, Jersey Central Power and Light Company, Conectiv Power Delivery, Rockland Electric
Company, New Jersey Natural Gas, South Jersey Gas and NUI Elizabethtown Gas (the utilities)
coordinated administration of a statewide Customer-Sited Clean Energy Generation (CSCG)
program, also known as the New Jersey Clean Energy Program (NJCEP), to promote renewable
projects sited on the customer side of the meter. The program provides a coordinated set of
market intervention strategies to help overcome market barriers and encourage the transition
towards self-sustaining markets. On March 3, 2003 the NJBPU ordered the Utilities to transfer
administration of this program to NJBPU Staff. To accomplish thisin a smooth and professional
manner, the utilities developed a transition plan identifying al program functions currently
performed by the utilities and proposing a timeline to accomplish the transfer minimizing
customer and trade ally disruption. The plan was reviewed and revised with Board Staff and
approved by Staff on April 9, 2003.

I mplementation
Program Strategies

Target Marketing/General Outreach and Education

As part of the transition, the utilities were directed by Board Staff to cease marketing the
program after March 2003. Activities previously committed were completed through March
2003.

Market Facilitation

This component of the Program includes activities designed to reduce specific market barriers to
customer sited clean energy technologies. All activities scheduled by the utilities through 2Q03
will be completed; no new activities will be scheduled. Program development activities
included:

Providing technical assistance, grants, and vendor linkages to assist customersin
identifying sources for technical assistance, products, and services.

Providing technical training for utility engineers, municipal electrical inspectors,
electrical contractors, and other appropriate trades.

Coordinating activities for consistent implementation of interconnection rules adopted by
the BPU.

| dentifying opportunities to develop demonstration projects that will help seed the market
and increase awareness of the various technologies.

Program Offerings and Customer Incentives
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The Program offers direct financial incentives to reduce the initial cost for the first 1,000 kW of
systems, including installation and interconnection costs. Incentives are scheduled to decrease
over time, as the number of installed megawatts (MW) increases. The total incentive value is
capped based on both the percent of total installed cost and on adollar per installed watt basis.
Customers receive the lesser of these two values.

During 2002 three issues that impact the marketing effectiveness of the program were identified:

1) A need for incentive predictability to facilitate vendors in working with commercia
customers. This need has been addressed by establishing annual incentive levels and budgets
for solar electric systems (March 3, 2003 order) and is under review by Board Staff
administration for the other technologies. The incentive levels and budget will be determined
by the available capacity, but vendors will be able to track projects against a pre-defined
dollar amount and will be able to inform their potential customers of the exact amount of
funding available for the year.

2) Low level of small system installation activity. Direct marketing during 2002 identified a
large number of residential households interested in solar electric systems, but adoption of
the technology continued at very low levels. To ensure that funding will be available for the
small systems market, one-half of the program capacity will continue to be reserved for small
systems.

3) The need for different incentive levels among the four clean energy technologies. Since the
eligible technologies varied widely in their total costs and the level of incentive needed to
make them economically attractive to potential customers, it was determined that the
incentive structure should be differentiated by technol ogy.

During the 2001 and 2002 program years there was a soft cap for both small systems and
medium:-large systems that limited any one technology from obtaining more than 50% of the
capacity available in any capacity block. In 2002 in response to market forcesand in
consultation with the NJBPU, the split between small and medium/large systems was modified.
Asindicated in the table below and as approved inthe Board’s August 18, 2002 order, over the
life of the program, 25 MW of capacity is reserved for small systems (<= 10kW) and 26.23 MW
of capacity is reserved for medium-large systems.

System Size Capacity
Small (<=10 kW) 25 MW
Medium/Large (>10 kW) 26.23 MW

The dightly larger capacity alocation for medium-large system sizes reflects the large volume of
program activity that took place in December 2001.

The 2003 incentives for photovoltaic systems were approved by the Board in its March 3, 2003
order and are set forth in the following table.
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Solar Electric (Photovoltaic) Systems

; * Small Projects Medium/Large

NJCEP 1 t
neentives (<=10 kW) Projects (>10 kW)

Tier 1 (<= kW) $5.50/watt $5.50/watt
Tier 11 (> 10 to 100 kW) $400/watt
Tier 111 (> 100 to 500 kw) $3.75/watt
Tier 1V (> 500 kW, up to 1000 kW) $0.30/watt
Maximum buy-down as a percentage of eligible 70% 60%
system costs

* Tiers Il — 1V (shaded cells) are not applicable to small systems.

Other technologies were not addressed by the March 3, 2003 order and are still rebated according
to the originally approved capacity block system. All wind, sustainable biomass, and renewable
fuel cell systems are now eligible for Block 4 incentives as indicated in the following table:

Wind, Sustainable Biomass, and Renewable Fuel Cell Systems

Incentive Block*

Block 1 2 3 4
Allocated Capacity (6.23MW) | (5.5 MW) (12.5 MW) (27 MW)
Tier 1 (<= kW) $5.00/watt | $5.00/watt | $4.00/watt | $3.00/watt
Tier 11 (from 10 to 100 kW) $4.00/watt | $4.00/watt | $3.00/watt | $2.00/watt
Tier 111 (from 100 to 500 kw) $3.00/watt | $3.00/watt | $2.00/watt | $1.50/watt

Tier IV (over 500 kW, up to 1000 kW) | $0.30/watt | $0.30/watt | $0.20/watt | $0.15/watt

Maximum incentive as percentage 60% 50% 40% 30%
of eligible system costs

* Incentive Blocks 1, 2, & 3 (shaded cells) are no longer open to large wind, sustainable
biomass, or renewable fuel cell systems.

Since the program’s inception on April 9, 2001 incentive calculations have been based on system
rated output in AC watts. System rated output had been calculated for the different technologies
based on power rating of equipment and maximum inverter efficiencies and output. As of
January 1, 2003, rebates for qualifying installation will be based on rated output in DC watts.

Asthe market transforms the incentive amount, in total dollars and as percentage of first cost,
should decrease and the amount of the customer’s contribution should increase. The key features
of the customer-sited clean energy incentive are:
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The incentive is a rebate of a portion of the total system cost, including installation and
interconnection.

The incentiveis paid to retailer, lender, or purchaser as designated by the New Jersey
customer.

Incentive per watt funding levels and percent caps will decline over time, as the market
transforms.

Eligible Technologies

Technologies eligible for this program are solar electric, small wind, sustainable biomass, and
fuel cells. Support for fuel cellswill be determined by the source of the hydrogen required to
power the fuel cell. Fuel cells running on direct hydrogen or hydrogen derived from a renewable
fuel source are digible for incentives.

Although there is no size-limit in terms of maximum capacity, installations must be sized to meet
customer loads by adhering to the following criteria:

Clean energy generation systems will be sized to produce no more than 125% of annual
energy consumption levels for non-demand metered customers.

Clean energy generation systems will be sized no greater than 100% of maximum billing
demand or sized to produce no more than 100% of annual energy consumption levels for
demand metered customers.

Clean energy generation systems designed for new construction will be sized based on
estimated |oads.

Installations sized to provide net supply to the grid are not igible for this program and must
compete for financial incentives through the grid-supply or market development programs.
Projects that apply for funding under both the Grid-Supply program and the New Jersey Clean
Energy Program will be subject to BPU review.

In addition, financial incentives under this program are applicable only for:

New components.

Systems located on customer premisesin New Jersey.

Systems that include at least a 5-year all-inclusive warranty, with the exception of fuel
cell stacks, for which warrantees against normal decline in output should not be required.
Products that meet minimum program requirements.

Participation Requirements

The consumer or retailer must submit a New Jersey Clean Energy Program Pre-
Installation Application Form and a Technical Worksheet for the appropriate renewable
technology and the program administrator must grant approval prior to installation.

The Application must include information demonstrating that the system meets all
applicable technical and certification requirements.

Systems must be installed within 6 months of application approval date for small
(<=10kW) systems, within 12 months for medium-large (greater than 10 kW) systems,
and within a mutually agreeable time period for public projects.
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Program administrators will inspect 100% of installations with rebate reservations and
applicants must permit the inspection prior to the issuance of any incentive. Asthe
quality of installations reaches a consistently high level, the percentage of installation
inspected will decrease.

Rebates will be awarded on afirst comeffirst served basis on the basis of application
approval date.

Applicants must pay for al interconnection costs required by the interconnection
standards approved by the Board (other than the portion covered by rebate). For
interconnected systems, the rebate will be paid after the interconnection is accepted by
the electric utility.

Projects must be installed in New Jersey at sites that are customers of one of the seven
public utilities.

Medium-large systems (>10kW) that receive a rebate reservation must provide a signed
contract for the system installation within three months of receipt of the rebate
reservation in order to retain the funding reservation.

2003 Planned Program Activities

Asof April 15, al new applications will be process by BPU Staff and by June 30, 2003 the
transition of Program Administration from the Utilities to Board Staff is scheduled to be
complete.

Utilities, with the exception of Conectiv, will continue to process rebates received prior to
April 15, 2003.

Utilities, with the exception of Conectiv, will complete the training scheduled through the
second quarter of 2003.

Utilities will continue to maintain Program Verification Inspection contract until
implementation of Board Staff’ s contract
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Regiona | Cool Choic e Program Inc entive Schedule

Unitary HVAC Split Systems

up to 5.4 tons $92/ton
>5.41t011.25 tons $73/ton
> 11.25 to 20 tons $79/ton
>20 to 30 tons $79/ton
Air to Air Heat Pumps
up to 5.4 tons $92/ton
>5.41t0 11.25 tons $73/ton
> 11.25 to 20 tons $79/ton
>20 to 30 tons $79/ton
Packaged Terminal Equipment
up to 9,000 Btuh $65/ton
>/= 9,000 Btuh to 12,000 Btuh $65/ton
> 12,000 Btuh $65/ton

Regiona | Motor UP Program Inc entive Schedule

AppendixA

Water Source Heat Pumps

up to and including 5.4 tons

$125/ton

> 5.4 tons

$125/ton

Central DX AC Equipment

> 30 to 63 tons

$40/ton

> 63 tons

$72/ton

Dual Enthalpy Economizer Controls

all capacity equipment

| $250/unit

Qualifying Premium Motor Efficiencies and Incentives
Premium Motor Incentives Premium Motor Incentives
Open Drip-Proof (ODP) Totally Enclosed Fan Cooled (TEFC)
Size Speed (RPM) Customer| Size Speed (RPM) Customer
HP 1200 | 1800 | 3600 |Incentive| HP 1200 | 1800 | 3600 | Incentive
NEMA Nominal Efficiency ($/Motor) NEMA Nominal Efficiency ($/Motor)
1 82.5% 85.5% 77.0% $45 1 82.5% 85.5% 77.0% $50
15 86.5% 86.5% 84.0% $45 15 87.5% 86.5% 84.0% $50
2 87.5% 86.5% 85.5% $54 2 88.5% 86.5% 85.5% $60
3 88.5% 89.5% 85.5% $54 3 89.5% 89.5% 86.5% $60
5 89.5% 89.5% 86.5% $54 5 89.5% 89.5% 88.5% $60
7.5 90.2% 91.0% 88.5% $81 7.5 91.0% 91.7% 89.5% $90
10 91.7% 91.7% 89.5% $90 10 91.0% 91.7% 90.2% $100
15 91.7% 93.0% 90.2% $104 15 91.7% 92.4% 91.0% $115
20 92.4% 93.0% 91.0% $113 20 91.7% 93.0% 91.0% $125
25 93.0% 93.6% 91.7% $117 25 93.0% 93.6% 91.7% $130
30 93.6% 94.1% 91.7% $135 30 93.0% 93.6% 91.7% $150
40 94.1% 94.1% 92.4% $162 40 94.1% 94.1% 92.4% $180
50 94.1% 94.5% 93.0% $198 50 94.1% 94.5% 93.0% $220
60 94.5% 95.0% 93.6% $234 60 94.5% 95.0% 93.6% $260
75 94.5% 95.0% 93.6% $270 75 94.5% 95.4% 93.6% $300
100 95.0% 95.4% 93.6% $360 100 95.0% 95.4% 94.1% $400
125 95.0% 95.4% 94.1% $540 125 95.0% 95.4% 95.0% $600
150 95.4% 95.8% 94.1% $630 150 95.8% 95.8% 95.0% $700
200 95.4% 95.8% 95.0% $630 200 95.8% 96.2% 95.4% $700
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