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President’s Letter

New Jersey’s Clean Energy Program experienced another year of growth and change in
2008. Through the leadership of Governor Jon S. Corzine and the tireless efforts of the
Board of Public Utilities Commissioners and staff and our partners, the Clean Energy
Program gave New Jersey’s residents, business owners, and local government officials
tools to reduce overall energy use and increase the use of clean, renewable sources of
energy. With the launch of Governor Corzine’s Energy Master Plan in October 2008, we
have established goals to provide the state and our residents with cleaner energy and a
safer environment.

In 2008, over $112 million was spent directly on incentives paid to customers or on
measures installed in customers’ homes. We saved New Jersey homeowners and
businesses 335,001 megawatt hours (MWh), 489,724 dekatherms (Dth), and created
242,090 MWh of renewable energy, which avoided 418,463 tons of CO2 emissions,
saving these homeowners and businesses over $8.15 million per year for the life of the
equipment with a lifetime of savings of almost $1 billion. In addition, in 2008 NJCEP has
committed over $155 million in incentives for energy efficiency and renewable energy
projects to be constructed in 2009 or 2010. These projects will save homeowners 70,462
MWh, 1,789,074 Dth, create 72,974 MWh of renewable energy and 90,800 MWh of
clean distributive energy.

Since the inception of the Clean Energy Program in 2001, the program has resulted in
lifetime energy savings of over 22.6 million MWh of electricity and 70 million
Dekatherms of natural gas. The program has reduced electric demand by 560 MW,
eliminating the need to construct and operate several small to mid-sized power plants and
saved New Jersey ratepayers the cost it would have taken to build them.

I am so proud of the many successes of New Jersey’s Clean Energy Program, and | look
forward to continued success in 2009. On behalf of all of the BPU Commissioners, |
thank all New Jerseyans who have invested in clean, renewable energy through this
Program. Together, we are changing New Jersey’s energy future.

Jeanne M. Fox
President
New Jersey Board of Public Utilities

Board of Public Utilities Commissioners
Jeanne M. Fox — President

Frederick F. Butler — Commissioner
Joseph L. Fiordaliso — Commissioner
Nicholas Asselta — Commissioner
Elizabeth Randall — Commissioner
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Overview of New Jersey’s Clean Energy Program™

& Assistance Programs

Home Performance with

ENERGY STAR"

Contractons certified by the Bulding Parfomance
Institute (BP1) work with homeowners to
ety scurces of wasted anangy and halp
ek money-saving improvements, This pogram
alzo offers great financial incentives to help
hameowners pay for recommanded work.

Mew Jersey ENERGY STAR Homes
Menw Jersey EMERGY STAR Homes afe bult o
be at bast 15-35% more enengy afficent than
standard homes, New Jorsey ENERGY STAR
Homes cost kess 10 operate and lessen the
impact of power generation on the emeonment.

ENERGY STAR Qualified Products
Puiolc education and incentives are avalabis
o promate home anangy eficiency through
EMNERGY STAR producis which ncluda
kghiting, ppkances, home haating and
COoENg equipment, and more.

MNew Jersey Comfort Partners

Frea enengy-sming and enargy sducation
program for qualified iow-income customers.
Wa partner with you to save enargy, money,
and make your home anengy aficiernt.
Certified BPY contraciors nsial energy-saving
measres. You ane taught new ways 1o
congana anangy and va halp you create

an Action Plan 10 suppon your effons,

Home Energy Analysis

A frea, onkne energy audit to help residentsal
customers understand thair home entrgy
use and take sleps to save enangy and save
money, The analysis is linked o incentives
and EMERGY STAR rebates,

COOLAdvantage and
WaARMAdvantage Programs

Cash rebates are avalable for energy-affcient
haating and cooling equipment such &5
central air conditioners, heat pumps,
furnaces, bolers or water heaters.

Residential Energy Efficiency '

Join the thousands of New Jersay homeowners, businesses, and mmmpm
that have taken advantage of the programs, senvices, and incentives aﬂeredbf"
MNew Jersey's Clean Energy Program. These programs provide opportunities for y
to save energy, money, and help to protect our climate and shoreline. You'll al
contiibuting to New Jersey's goal of 20% by 2020~ reducing greenhouse gases,
reducing energy use, and increasing use of renewabile energy by 30%.

Find out more at NJCleanEnergy.com or call 1-866-NJSMART.

Renewable
Energy Programs

Renewable Energy Incentive Program
Financial ncantives are svelable to reduce
the wplront instaliation costs for solar, small
wand, and sustainabhe DOMEsSs nesclental
and commercial systems.

Renewable Energy Certificates
IPrest iy renE Bkl enardy, Indhadunls

end busingsses can buy and sel Renewable
Enargy Certificates {RECE], effactively
imasting in clean, renewalle enengy.

CleanPower Ghoice Program™

A volurtary program that gives retal slectricity
CuBlomers the opBion 1o Sgn up for clean
power directly through ther locel electnc utlity

Community Partners Initiative

The Community Partnirs Initiative offers
communities a fonum to participate in
slatewsda claan enengy campaigns 10 aducate
and halp enroll residents, businesses, and
roumcipaities in New Jersay's Claan Energy
Program and take advaniage of valuabls
technical assistance and financial incentives.

Brought to you by the
Mew Jersey Board of Public Litilities

O30S Py oy Bodrd of Pubie: LUt A Fights FResenvsd

Commercial & Industrial
Clean Energy Programs

New Jersey SmartStart Buildings®
Provides technical assistance, design support,
and fmancial incantives for new construction,
ratrofits, and equipment replacement
inchuding high-efficency lighting, HMAC
equipment, water heating, motors and
vanable frequency drives for busingssas,
schools, and government-ownied buldings.

Pay for Performance

Exdsting commancaal, industrial, nstitutional,
and multifamsy bulldings with an average peak
demand over 200 kiowatts (kW) are efgibia
o participate. This whole-bulding approach
stans with an Energy Reducton Plan
developad by an Energy Experl selacted
froem o reetweork of Pariners. Combsned
Haat and Powar (CHP) progects are now
ehcbie for addtional incentves as par of
Py for Parformance.

Local Government Energy Audit
Municipal and local government-cvwned
fowm halis, police and fre stations,
sarelation bulldings, FarSponation
stnuciures, schooks and community
canters are aligble. Participants sefact
fram a kst of pregqualified frms and recahma
an imvasimant grade sudit, The program
subsidizes up 10 100% of the audit’s cosl.

TEACH

Teaching Energy Awdreness with
Children’s Help (TEACH) includes a building
ervaluation of district-wide enengy use and
cost benchmarking as well as an aducation
companent that equips teachers with a
widk range: of lessons and enengy

Direct Install

Smaler busldings with peak demand under
200 kW are eligibie for financial incentives
up 1o B0%% of the cost for qualifed enargy
efficiency retredits recammended, and are
instalied by & pOMCIDENNG CONTaCh,

For more information, contact: New Jersey's Clean Enevgy Program
1-866-MJSMART » info@ncep.com « NJCleanEnergy.com
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General Overview

New Jersey’s Clean Energy Program, administered through the Office of Clean Energy,
IS a signature initiative of the New Jersey Board of Public Utilities (BPU). It promotes
increased energy efficiency and the use of clean, renewable sources of energy including
solar, wind, geothermal, and sustainable biomass. The result for New Jersey is a stronger
economy, less pollution, lower costs, and reduced demand for electricity.

The program offers financial incentives, programs, and services for residential,
commercial, and municipal customers. It provides education, information and financial
incentives for energy efficiency measures and renewable energy systems. New Jersey’s
Clean Energy Program is a statewide program, which has targeted $235 million in funds
collected from utility customers in 2008 towards technologies that save electricity and
natural gas and increase the amount of electricity generated from clean, renewable
resources and distributed forms of generation.

New Jersey has instituted a number of successful initiatives that help to reduce the State’s
peak energy demand, conserve finite resources and transform the marketplace for the
next generation of electricity and natural gas supply technologies. Incentives are available
to offset the initial cost of energy efficient and renewable energy technologies for all
ratepayers in New Jersey. Programs are comprehensive and complementary, and focus on
providing technical and financial assistance to homeowners, businesses, schools and
government organizations. The programs are also designed to offer full project
development assistance from information on best practices to rebate payments and
financing tools.

In October 2008, Governor Jon S. Corzine issued the New Jersey Energy Master Plan
(EMP). The Energy Master Plan proposes a road map to guide the State toward a
responsible energy future with adequate, reliable energy supplies that are both
environmentally responsible and competitively priced. The Energy Master Plan sets the
following goals to be achieved by the year 2020:

1. Reduce projected energy consumption by at least 20%, including through
advanced energy appliance standards and building energy codes.

2. Reduce peak demand by 5,700 MW, including 1,500 MWh of combined heat and
power; and

3. Generate 30% of the State’s electricity from renewable resources, including 3,000
MW of offshore wind and 2,100 MWh of solar.

The energy savings and renewable energy delivered through New Jersey’s Clean Energy
Program will contribute significantly to the achievement of these goals.

New Jersey’s Renewable Energy Portfolio Standards (RPS) require that a certain
percentage of all electricity sold in NJ be from a renewable resource. That percentage
increases significantly over time, from 5.5% in 2008 to 20% in 2020. In 2008 the Board
took several steps to assist in a transition to a market-based approach to the development
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of renewable energy systems including an order directing the State’s electric utilities to
submit filings that provide for the long-term purchase of Solar Renewable Energy
Certificates (SRECs) or other market-based approaches.

In 2008, the program provided $112 million in direct financial incentives to residential
customers, businesses, schools and municipalities that installed energy efficient and
renewable energy technologies, including solar photovoltaic systems. The result for New
Jersey is a stronger economy, climate benefits, energy savings, and reduced demand for
electricity.

A Stronger Economy

When New Jersey’s businesses and residential customers save money by reducing their
electric and natural gas bills, the entire State benefits. Residential customers have more
dollars available to spend on other things while business customers enjoy lower operating
expenses, improved profitability and gain a competitive edge. In addition, dollars spent
on energy efficiency decrease the number of dollars flowing to out-of-state businesses,
since New Jersey has no local sources of fossil fuels.

New Jersey’s Clean Energy Program also relies heavily on local businesses to deliver
energy efficiency and renewable energy to customers. Purchasing from local energy
resources has an economic multiplier effect, which strengthens New Jersey’s overall
economy. By creating a market for Clean Energy, new jobs are created to support Clean
Energy implementation, services, and planning.

Climate Benefits

By both reducing energy use and promoting renewable sources of energy generation,
New Jersey’s Clean Energy Program reduces the need to generate electricity and burn
natural gas, eliminating pollution that otherwise would have resulted. The benefits of
these initiatives continue for the life of the measures installed, which average about 15
years. Thus, New Jersey’s Clean Energy Program benefits the State’s residents and
businesses through substantial environmental and public health improvements, lower
energy bills and a stronger economy. The total reductions in carbon dioxide emissions
resulting from New Jersey’s Clean Energy Program in 2008 are equivalent to taking over
68,000 cars off the road for an entire year. These emission reductions will reduce the
State’s contribution to greenhouse gases, smog and acid rain and help protect New
Jersey’s shoreline and highlands.

Energy Savings

Through its Customer On-Site Renewable Energy (CORE) Program, New Jersey for
ENERGY STAR, and other programs — The Clean Energy Program offers direct
incentives to customers to help offset the cost of purchasing high efficiency or renewable
energy equipment. These customers then benefit further by reducing their energy usage
and costs. Ratepayers who do not directly participate in the programs still share in the
benefits through lower overall energy costs, climate change solutions, and public health
improvements. Electricity prices in New Jersey, as in other places, historically tend to
spike during times of peak demand, which is during the heat of the summer at around
4:00 p.m. when both businesses and homeowners run their air conditioners at its
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maximum power. Overall, 2008 initiatives reduced peak electric demand by over 93
MW. Natural gas initiatives, in addition to saving energy from natural gas usage, also
focused the NJCEP on reducing usage during times of peak gas demand. The peak usage
for natural gas tends to be during cold-weather months.

Program Governance - New Jersey Board of Public Utilities

The Board of Public Utilities is the regulatory authority for New Jersey's Clean Energy
Program. It has a statutory mandate to ensure safe, adequate, and proper utility services
at reasonable rates for customers in New Jersey. Accordingly, the BPU sets policies and
goals for the Office of Clean Energy and New Jersey's Clean Energy Program. In
addition, the BPU regulates critical services such as natural gas, electricity, water, and
telecommunications and cable television.

The BPU addresses issues of consumer protection, energy policy, restructuring of energy
and telecommunications services, and the structuring of utility rates to encourage energy
conservation and competitive pricing in the industry. The Board of Public Utilities also
has responsibility for monitoring utility service quality and responding to consumer
complaints.

Program Funding

New Jersey’s Clean Energy Program was created under the Electric Discount and Energy
Competition Act (EDECA) with the objective of transforming the energy marketplace in
New Jersey to support energy efficiency and renewable energy technologies. The
program is funded through the Societal Benefits Charge (SBC) included in the rates of
natural gas and electric utility customers. The funds are collected by the utilities for the
New Jersey Clean Energy Trust Fund held by the New Jersey Department of the
Treasury.

The 2008 funding level for the Clean Energy Program was $235 million. Budgets include
both new funding collected in 2008 and unspent funds from previous years. In 2008 the
Board completed its third comprehensive resource analysis as required by the Electric
Discount and Energy Competition Act. The Board set funding levels for the years 2009
through 2012 and approved programs and budgets for 2009. The Board approved the
following funding levels for next four years: 2009: $245 million; 2010: $269 million;
2011: $319.5 million; and, 2012: $379.25 million.

Program Management

In 2004 the BPU announced its intention to transition the management of the programs
from the utilities and the Office of Clean Energy to third-party contractors or Market
Managers. The BPU also announced its intention to hire a Program Coordinator to assist
with the administration of the programs.
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In October 2006, Honeywell International Inc. was engaged by the BPU as the
Residential Energy Efficiency and Renewable Energy Market Manager and, TRC Energy
Services was engaged as the Commercial and Industrial Energy Efficiency Market
Manager. The transition of the programs from the utilities and the Office of Clean
Energy to Honeywell and TRC was completed in April of 2007. In July of 2007 the BPU
engaged Applied Energy Group as the Program Coordinator. The State’s seven electric
and natural gas utilities continue to manage the low-income Comfort Partners program,
the New Jersey Department of Environmental Protection manages the Cool Cities
program and the New Jersey Economic Development Authority managed several
renewable energy programs in 2008.

Stakeholder Participation

In 2003, the BPU established a Clean Energy Council (CEC) initially comprised of a
cross section of government and industry representatives, energy experts, public interest
groups, and academicians to engage stakeholders in the New Jersey's Clean Energy
Program'’s development and to provide input and advice to the BPU on its administration.
The Council provides input to the BPU regarding the design, budgets, objectives, goals,
administration, and evaluation of New Jersey's Clean Energy Program™. In 2006 the
BPU opened the Clean Energy Council to any member of the public who desires to
provide input on related issues. The Council conducts meetings as open public meetings.

The Council is organized into three committees; Renewable Energy, Energy Efficiency,
and Marketing and Communications, which meet regularly and are open to all interested
parties.

Mew Jersey’s Clean Energy Program™ Administrative Structure
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Overall Program Objectives and Progress to Date

New Jersey’s Clean Energy Program has established a set of objectives and measures to
track progress in reducing energy use and increasing the use of renewable energy in New
Jersey. The following overall objectives were established in consultation with the Clean
Energy Council, further refined by BPU staff, and adopted by the BPU as part of the
BPU’s 2005-2008 and Beyond Strategic Plan:

Objective 1: By December 31, 2008, six and one half percent of the electricity used by
New Jersey residents and businesses will be provided by Class | and/or Class Il
renewable energy resources, of which a minimum of four percent will be from Class |
renewable energy resources including 120,000 MWh (90 MW) from solar.

Description: New Jersey’s Renewable Portfolio Standards ensure investment in
renewable energy technologies located in the PJM power pool by requiring that a
minimum percentage of Class | renewable energy resources is included in the electricity
supply that serves New Jersey residents and businesses. Class | resources include electric
energy produced from solar technologies, photovoltaic technologies, wind energy, fuel
cells with renewable fuels, geothermal technologies, wave or tidal action, and methane
gas from landfills or a biomass facility, provided that the biomass is cultivated and
harvested in a sustainable manner.

Results: The RPS rules established a Reporting Year compliance period which begins on
June 1, in one calendar year and ends May 31, of the following year. The 2008 Reporting
Year, which ended May 31, 2008, required that 5.5057% of a supplier’s electricity be
generated from renewable resources including 2.924% from Class I resources and
0.0817% from solar. The Class | renewable energy and Solar RPS requirements were met
either by RECs and Alternative Compliance Payments (ACP) or SRECs and Solar
Alernative Compliance Payments respectively, by the September 1, 2008 deadline, which

is the 3 month true up period for Reporting Year 2008.

Over 80 million megawatt hours of retail electricity was sold and delivered by BPU
regulated electric distribution companies in Reporting Year 2008. As a result, suppliers
and providers of retail electricity were obligated to procure a total of 2,340,042 Class |
RECs or their equivalents in ACPs. Regulated entities were responsible for retiring a
total of 2,341,702 NJ Class | RECs and paid $10,000 for 200 ACP payments of $50 each
to ensure compliance with the RPS.

Electric suppliers and providers had an obligation to procure a total of 65,384 SRECs or
their equivalents in SACPs in Reporting Year 2008. Regulated entities retired 49,617
SRECs and paid a total of $4.73 million in SACP payments for the equivalent of 15,768
MWH at $300 each.
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Through the procurement of RECs or SREC and through the payment of ACP in SACP,
the electric suppliers meet Objective 1.

Objective 2: By December 31, 2008, install 300 MW of Class | renewable electric
generation capacity in New Jersey, of which a minimum of 90 MW will be derived from
photovoltaics.

Description: The 300 MW goal ensures the development and use of clean, renewable
energy resources and generation capacity within the state and requires a minimum of 90
MW of solar photovoltaics. New Jersey is one of the first states to adopt a minimum
requirement for solar electricity, which has made it one of the fastest growing solar
markets in the nation.

Results: Including 58.7 MW installed before 2001, New Jersey had over 162.9 MW of
Class I renewable energy capacity installed by December 31, 2008. New capacity
installed from 2001 through 2008 includes 70 MW of solar PV total from the CORE
rebate and SREC-only pilot programs as well as 8.2 MW of other Class | renewables
through the CORE rebate program. And nearly 26 MW have been provided funding
through the Grid Supply or Renewable Energy Advanced Power (REAP) programs.

With 70 MW of solar installed, we are slightly behind in reaching our goal of 90 MW
installed by December 31, 2008. However, a significant amount of newly installed
capacity is known to exist within both the CORE and SREC-only pipelines such that
achievement of the 90 MW goal is expected before the end of Energy Year 2009. With
only 34 MW of non-solar Class | renewables installed in New Jersey, we are well short of
the goal of 210 MW of non-solar Class | Renewables installed by December 31, 2008. To
assist in overcoming the slower growth in New Jersey based wind and biomass, the
Board approved a Renewable Energy Grid Supply program for 2009 during its annual
budgeting process completed in December 2008.

Objective 3: By December 31, 2012, 785,000 megawatt hours per year and 0.6 billion
cubic feet of gas per year of energy savings will be derived from energy efficiency
measures.

Description: The energy savings goal is designed to meet the near term reduction in
energy usage through increased energy efficiency. This goal will help ensure that we
begin to stabilize and reduce future growth in electric and natural gas usage and demand
in the state to meet the State’s Energy Master Plan goals through energy efficiency
measures. This will ensure greater efficiency in the use of existing resources and reduce
or eliminate the need to site new generation facilities while improving environmental
qualities and reducing greenhouse gas emissions.

Results: Progress in meeting the energy savings goals is measured relative to the levels
of funding for energy efficiency programs. For every percentage increase in funding
compared to 2003 funding levels, the goal is to increase energy savings over 2003 levels
by the percentage increase in funding plus 10%. The funding level for energy efficiency

10
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in 2003 was $93 million and increased to $119.7 million in 2008. This is a 29% increase
so the goal is to increase savings by 39%

Savings from electric efficiency measures increased from 285,577 MWh in 2003 to
335,001 MWh in 2008. This represents an increase of 17% over 2003 levels which is
below the goal of a 39% increase.

Natural gas savings increased from 410,517 Dtherms in 2003 to 489,724 Dtherms. This
represents an increase of 19% over 2003 levels which is below the goal of a 39%
increase.

Several new programs were approved for 2008 that would have increased the energy
savings. Due to delays of program implementation, these new programs, including a new
whole building approach with Home Performance with Energy Star for homeowners,
Direct Install for small businesses and Pay for Performance for large businesses, did not
commence operation in 2008. However, these new programs will increase energy savings
in 2009.

Energy Savings

The tables below show the annual electric and natural gas energy savings, renewable
electric generation, and the resultant emission savings since the inception of New
Jersey’s Clean Energy Program 2001. The decrease in 2006 is due to the transition of the
program from the utilities. The tables demonstrate the significant gains the program has
achieved in influencing businesses and homeowners throughout the State to invest in
energy efficiency and renewable energy.

Annual Electric Savings (MWh)

2001 2002 2003 2004 2005 2006 2007 2008

11
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Annual Natural Gas Savings
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Annual CHP Generation (MWh)
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Efficient equipment and practices put into effect in 2008 will continue to save energy for
an average of 15 years. This year's results add to the energy savings achieved from 2001
to 2007. Combined, the eight year program activities resulted in lifetime energy savings
of over 22.6 million MWh of electricity, 70 million Dekatherms of natural gas, 7.5
million MWh of renewable generation and 1.5 million MWh of distributed generation
from combined heat and power systems. The programs have also reduced electric
demand by 560 MW, eliminating the need to site and construct and operate several small
to mid-sized power plants.

2008 Clean Energy Program Highlights

In 2004 the Board approved a funding level of $745 million for the years 2005 through
2008 for the energy efficiency and renewable energy programs. This represents an

13
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increase of over $250 million above the funding levels approved for the first four years of
the program and will result in a substantial increase in the level of benefits delivered by
the programs including lowering the energy costs for the State’s residents and businesses,
cleaner air and an improved economy.

In 2008, $235 million in new funding was available for the programs delivered to
residential, commercial and renewable energy customers, resulting in the following
achievements.

2008 NJCEP Program Participation Highlights:

9,019 residential customers received rebates for the purchase of high efficiency
cooling equipment through the Cool Advantage Program and 15,047 residential
customers received rebates for the purchase of high efficiency heating
equipment through the Warm Advantage Program, which will reduce their
energy usage and costs

4,012 new homes were built and certified to New Jersey Energy Star Home
standards representing over 21 percent of all new homes built in New Jersey
7,239 low-income homes received energy efficiency improvements at no cost
to the customer thus ensuring continued savings and greater affordability

Rebates were paid for 1,401 commercial energy efficiency projects helping
businesses reduce their energy costs while improving profitability

827 schools, businesses and residents installed renewable energy systems that
will generate clean, emission free electricity and reduce energy costs for years to
come

57 solar PV installations totaling 8 MW of capacity were completed without an
NJCEP rebate through the SREC-only Pilot Program established as part of the
Board’s transition to market-based incentives.

8,982 trees were planted through the Cool Cities program managed by the NJ
Department of Environmental Protection. Shading from these trees will reduce
cooling loads in cities by reducing the “heat island” effect

14,456 customers participated in the CleanPower Choice Program contributing a
few dollars per month to the purchase of clean, renewable sources of electricity
Over 4.3 million compact fluorescent bulbs and 48,392 high efficiency lighting
fixtures were sold to New Jersey consumers at discounted costs through the
Energy Efficient Products Program

Rebates were paid to 13,691 customers that purchased Energy Star window air
conditioners, 22,761 customers that purchased Energy Star clothes washers
and 5,380 customers that purchased Energy Star dehumidifiers

13,464 customers utilized the free on-line tool to perform an energy audit of their
home

Overall, the energy savings plus the electricity generated from renewable energy and
distributed generation systems installed in 2008 will save 577,091 MWh of electricity and
489,724 dekatherms (Dth) of natural gas per year, enough to meet the electric needs of

14
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over 80,000 average homes and the natural gas needs of approximately 5,000 average
gas heated homes, saving a total of $81,388,242 annually.

Program Implementation Reports

The following section summarizes and reports on the 2008 implementation of the
Renewable Energy (RE) Programs, Residential Energy Efficiency (EE) Programs, and
Commercial and Industrial (C&I) EE Programs.

Renewable Energy

Renewable Energy Program Summary

New Jersey’s Clean Energy Program, recognized as one of the best renewable energy
programs in the nation, especially in regard to solar, continued to take great strides in
2008.

827 renewable energy systems totaling 14.7 MW of capacity were installed in 2008
across the Garden State and have received rebates through the CORE program totaling
over $52 million. An additional 57 projects totaling 8.4 MW of capacity have been
installed under the SREC-only Pilot program described below. These systems have a total
generating capacity of 23.1 MW of renewable energy and will avoid the generation of
27,846 MWh of traditional sources of electricity. In addition, one grid supply project was
approved for 28.7 MW, which is estimated to generate 180,517 MWh. There is a total of
208,363 MWh of avoided environmental quality impacts from these combined projects.
They will help protect New Jersey’s environment by avoiding more than 354 million
pounds of carbon dioxide emissions each year, which is the equivalent of removing
26,000 cars from the road or planting 37,000 acres of trees.

Renewable Portfolio Standards (RPS)

New Jersey’s Renewable Portfolio Standard requires that electric suppliers and providers
procure a percentage of their annual retail electricity sales from solar, Class I, and Class

I renewable energy. The NJ RPS requirements must be met via Solar Renewable Energy
Certificates (SRECs), NJ Class | certificates, and NJ Class Il certificates. In 2008, the
Board proposed RPS rule amendments designed to increase the value of SRECs.

Through 2008, approximately 90% of the 3000 solar systems in New Jersey had enjoyed
three state sources of subsidy; rebates from the Societal Benefits Charge, a net metering
tariff with their local Electric Distribution Company, and SRECs via the NJ RPS. A
stakeholder proceeding was initiated by the Board in 2007 designed to explore alternative
models for developing a robust solar market able to meet the state’s aggressive solar
goals at the least cost to ratepayers. At the same time, the Board approved an SREC-only
Pilot Program to enable solar facilities to participate in the SREC market without first
applying for a rebate in the CORE program.

15
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The SREC-only pilot program offered the opportunity for facilities to immediately
participate in the RPS compliance market for SRECs without a rebate and without
waiting in the CORE rebate queue. As a result, in 2008, fifty seven solar projects were
completed totaling 8.4 MW with total invested costs exceeding $58 million without a
solar rebate. These projects were financed in a manner similar to all energy infrastructure
development. By year end, a significant pipeline of projects were in progress with
completion expected in early 2009. The SREC-based financing system will help
transform this market.

In July 2008, in recognition of the need for greater SREC revenue certainty for the robust
participation of the smaller solar project market segment, the Board directed the Electric
Distribution Companies to develop solar financing programs. Atlantic City Electric and
Jersey Central Power and Light each submitted filings in September 2008 proposing solar
long-term contracting programs. This system is better than a feed in tariff system because
it provides for financing solar systems at the lowest cost to the ratepayers to meet the
solar RPS with fair access to all market segments. PSEG and RECO were directed to
submit program filing in early 2009 with PSEG given the opportunity to file a program
similar to the Board approved PSEG Solar Loan program. Following several stakeholder
meetings, interested parties entered settlement discussions with the goal of presenting a
final program for Board consideration in early 20009.

Staff convened public meetings with net metering and interconnection stakeholders in
November 2008 to finalize rule amendments reflecting legislative changes adopted in
January. From the stakeholder proceedings, proposed changes to the net metering and
interconnection rules were structured into two sets with easily implemented rule changes
expected to be presented to the Board in early 2009 and more complex changes requiring
further stakeholder input. Staff had also prepared rule amendments designed to make the
annualized period provisions of the net metering portion of the rule more accommodative
to certain stakeholders with unique consumption and generation patterns. Provisions
allowing stakeholders to adjust their anniversary date were prepared for the Board’s
consideration at the first agenda meeting in January 20009.

Offshore Wind

Five proposals were submitted in response to a grant solicitation for 350 MW in offshore
renewable electricity capacity were received by the Board established deadline of March
3, 2008. The Board had authorized the release of the solicitation for funding the Offshore
Wind Test Project (Solicitation) to meet the development of a test project to further the
goals set out in the draft Energy Master Plan of advancing clean energy and offshore
wind energy development. An Evaluation Committee consisted of representatives of US
Department of Energy’s National Renewable Energy Lab and US Department of
Interior’s Minerals Management Service and state agencies including NJ Department of
Commerce, Department of Environmental Protection, and NJ Board of Public Utilities.
The Evaluation Committee presented its findings to the Board on October 3, 2008.
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On October 23, 2008, Governor Corzine released the Energy Master Plan (EMP) which
establishes the goals and strategies to place New Jersey at the forefront of a growing
clean energy economy with aggressive energy efficiency and renewable energy goals and
action items. The EMP calls for a minimum of 1000 Megawatts of Off-Shore Wind
capacity to be developed by 2012 and a minimum of 3000 MW of offshore wind by
2020. Also on October 23, the Board ordered a stakeholder proceeding be convened to
explore how to meet the state’s goals by amending the Renewable Portfolio Standards
for Class | resources to incorporate an Off-Shore Wind carve out for 1000 MW by 2012
and 3000 MW by 2020.

In response to the EMP’s OSW goals, the Board established a Meteorological Station
Rebate Program in November 2008. The purpose of the Wind Meteorological Station
Rebate Program is to support the development of offshore wind facilities needed to
achieve the 1000 MW target by 2012 as specified in the Energy Master Plan. The
program offered rebates up to $4 million to eligible developers in order to encourage the
installation of meteorological towers and related equipment. The Board approved three
rebate applications for up to $4 million to the following three developers:

e Fishermen's Energy, Cape May
o Bluewater Wind, Hoboken
o Garden State Offshore Energy, Hoboken

By the end of 2008, staff had engaged with stakeholders, including environmental
groups, offshore wind developers, third party suppliers, utilities and Rate Counsel, in
working with the U.S. Department of Interior (DOI), Minerals Management Section
(MMS), to assist the DOl MMS in finalizing federal rules and guidance on leasing and
permitting of activities on the outer continental shelf for OSW facilities.

Also, OCE through a public stakeholder proceeding discussed amendments to the RPS to
facilitate offshore wind was on schedule for public hearings to be conducted in early
2009 with a rule proposal expected by mid-year. The stakeholder draft, including a
process to develop an offshore wind (OSW) set aside in the Class | RPS and the
establishment of an OSW Renewable Energy Certificate (OREC). The OREC would
function in a similar manner to Solar REC (SREC) to assist in financing OSW projects.

Customer On-Site Renewable Energy (CORE) Rebate Program

This program provides rebates for the installation of renewable energy systems that serve
customer loads. In 2008, 827 customers installed renewable energy systems with a
capacity of 14.8 MW. These customers have or will receive rebates in excess of $49
million, which will reduce the capital costs of these systems. Through 2008, the CORE
program has provided rebates to 3,564 customers that have installed 67 MW of solar
electric, wind, and biomass systems.

On April 3, 2007, the New Jersey Clean Energy Program opened registration for the new

Solar Renewable Energy Credit (SREC)-Only Pilot Program. The SREC-Only Pilot
Program is designed to enable New Jersey customer-generators to participate in the
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SREC market without participating in the CORE rebate program. In 2008, 1,023 projects
with capacity of over 8 MW were subscribed into the SREC Pilot Program.

CleanPower Choice Program

The Board launched a major new program in 2005 aimed at increasing consumer
participation in the renewable energy market through a voluntary retail program known
as the New Jersey CleanPower Choice Program®™. This program provides electric utility
customers the option of selecting clean, renewable sources of energy through a sign-up
option on their electric utility bills. New Jersey’s CleanPower Choice Program is the first
statewide program of its kind where multiple utilities and clean power marketers
participate in a joint effort with the state to give consumers access to the regional market
for renewable energy. In 2008, there were 14,456 customers enrolled in the program.

Renewable Energy Project Grants and Financing Program

This program (formerly called Renewable Energy Advanced Power (REAP) Program and
the Grid Supply Program), provides grants and financing to encourage the development
of New Jersey based large-scale renewable energy facilities greater than 1 MW. The
solicitation is designed to provide seed grants and access to capital in order to make
renewable-powered electricity cost competitive with conventional power plants. These
projects require significant lead time to develop and for the Board to explore ways to
assist in the upfront feasibility studies and design of these projects to advice in their
development.

The following projects were under construction or operating in 2008:

e On August 8, 2008, the Board approved the Rahway Valley Sewage
Authority (RVSA) request to blend 100% biogas with natural gas to provide
more consistent operating conditions for their four engines. RSV A signed the
EDA developed funding agreement in December. The OCE will process the
$500,000 grant and EDA will make payment from the Clean Energy Program
account.

e The County of Burlington’s 6.2 MW Landfill Gas to Energy Project was
completed and began to produce electricity in August 2007. During 2008, the
project sent 37,228 MHW of electricity to the grid.

e The Ocean Energy Corporation, Inc. (OECI) 9.6 MW landfill gas to energy
project began producing electricity on June 1, 2007. OECI received their $1.5
million grant in March 2008.

e The 7.5 MW Jersey Atlantic Wind facility, completed in 2005, produced a
total of 22,698 MWH of renewable energy in 2008 with 12,073 MWH used
on site and 10,625 MWH sent to the grid.

e Warren County received a grant funding agreement for a 3.8 MW landfill gas
to energy project which began commercial operation in 2006.

e The Atlantic County Utility Authority’s 1.6 MW landfill gas to energy project
began operation in 2004. The project added a third generator in November
2007.
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Renewable Energy Business Venture Assistance Program

Formerly known as the Renewable Energy Economic Development Program (REED),
this program provides funding for renewable energy businesses in New Jersey. Grants
were intended to promote renewable energy business development in the State.

The Renewable Energy Business Venture Assistance Program, in 2005, provided a direct
loan to PJIM Environmental Information Services, Inc. (PJM EIS) to finance the capital
costs for the Generation Attributes Tracking System (GATS). The total loan amount was
$2,222,000 which includes $1,600,000 for software development, hardware and related
start-up costs; $600,000 for an operating reserve fund to provide working capital for PJM
EIS, and $22,000 to pay EDA fees. In September 2008, PJM EIS made their second loan
repayment of $444,052.20 in principal and $45,440.89 in interest. The GATS system is
used by load serving entities in New Jersey to comply with their obligations to produce
RECs to satisfy the State’s RPS for reporting year 2008. The BPU commenced the
process of transitioning the administration of the BTM tracking system to PIM-GATS
which is expected to be completed in 20009.

Residential Energy Efficiency
Residential Program Summary

New Jersey’s Clean Energy Program has been nationally recognized for the development
of innovative energy efficiency initiatives. The New Jersey ENERGY STAR® Homes
Program was recognized as an ENERGY STAR Partner of the Year for Energy
Efficiency Program Delivery from the U.S. Environmental Protection Agency and U.S.
Department of Energy. The program was recognized for promoting the construction of
energy-efficient homes that help homeowners reduce energy use, and save money.

For the second year in a row, New Jersey’s Clean Energy Program was honored with the
ENERGY STAR Sustained Excellence Award as part of the Northeast ENERGY STAR
Lighting and Appliance Initiative, a coalition of regional electric utility and energy
efficiency program administrators in New England, New York and New Jersey. The
Sustained Excellence Awards are presented to a select group of organizations that have
exhibited outstanding leadership year after year. These winners have reduced greenhouse
gas emissions by setting and achieving aggressive goals, employing innovative
approaches and showing others what can be achieved through energy efficiency.

Residential Energy Efficiency Program Implementation

In 2008, the energy efficiency programs offered to residential customers included the
Residential New Construction Program (NJ ENERGY STAR Homes), the Residential
Electric and Gas HVAC Programs (COOLAdvantage and WARMAdvantage), the Energy
Efficient Products Program, the Residential Low-Income (Comfort Partners) Program,
and New Jersey Home Performance with ENERGY STAR Program.
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New Jersey ENERGY STAR Homes Program

This program is designed through incentives to the developer to increase the efficiency of
residential new construction, with the long-term goal of transforming the market to one in
which all new homes are built to the national ENERGY STAR Homes standard. To be
eligible, a home must meet a performance standard of 15% less energy consumption than
if it had been built to the national model energy code, and the home must be located in an
area designated for growth based on the State Development and Redevelopment Plan.

Since the New Jersey ENERGY STAR Homes Program was launched in 2001, it has
been coupled with an extensive outreach effort that has resulted in participation by many
of New Jersey’s largest builders. They have committed to building all of their homes in
New Jersey to the program’s standards. Despite the slowdown in the real estate market,
4,012 new homes were built and certified to New Jersey ENERGY STAR Home
standards in 2008. An additional 5,485 homes enrolled in the program in 2008 to be built
to the New Jersey ENERGY STAR Home standard by 2010.

The New Jersey ENERGY STAR Homes built or enrolled in 2008 will result in 3,343
MWh of annual energy savings, which, when combined with the savings to be realized
from those homes entered into the program in previous years, will grow to significant

savings over the expected lifetime of the homes being constructed.

WARMAdvantage and COOLAdvantage Programs

These programs promote the installation and use of energy efficient residential heating
and cooling equipment and are designed to transform the market to one in which quality
installations of high efficiency equipment are commonplace. Rebates are available to
promote the installation of qualified high efficiency HVAC equipment, including
ENERGY STAR qualified central air conditioning and heating systems, and water
heaters.

The U.S. Department of Energy issued new minimum energy efficiency standards for
residential air conditioners and heat pumps that became effective in January 2006. The
new standards increased the minimum Seasonal Energy Efficiency Ratio (SEER) for this
equipment from 10 to 13. The COOLAdvantage Program was modified to reflect this
change by eliminating rebates for equipment that is now required by the new standard
and providing rebates only for equipment with a SEER of 14 or greater.

Gains in efficiency also result from the promotion of proper sizing and installation
practices through contractor training sessions. During 2008, 1,687 HVAC technicians
received NJCEP sales and technical training, and as part of this NJCEP training 128
technicians passed the test and were added to the North American Technician Excellence
(NATE) certification list. Since 2001 the program trained over 13,265 technicians.

Energy Efficient Products
This Program promotes the sale and purchase of ENERGY STAR qualifying windows,
lighting products, and appliances. It employs several key strategies, including:
o Educating consumers on their energy use and the advantages of energy-efficient
choices
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o Marketing and training support for retailers selling ENERGY STAR qualified
products

o Leveraging national programs and advertising

o Using targeted rebates or other incentives to reduce cost barriers to purchasing
ENERGY STAR qualified products

The ENERGY STAR Lighting Incentive Program partnered with lighting
manufacturers, distributors and retailers to offer discounted bulbs and fixtures. Over 4.3
million compact fluorescent bulbs (CFLs) and 48,000 high efficiency lighting fixtures
were sold in New Jersey stores in 2008. Other retailers that do not participate in the
program also sell compact fluorescent bulbs so the total number of CFLs sold in New
Jersey in 2008 could significantly exceed 4.3 million.

The ENERGY STAR Room Air Conditioner Rebate Program provided a $20 rebate
to 13,691 residents that purchased an ENERGY STAR qualified room air conditioner.

The ENERGY STAR Clothes Washer Rebate Program provided $50 or $75 rebates to
22,761 residents that purchased an ENERGY STAR qualified clothes washer.

The ENERGY STAR Dehumidifier Rebate Program provided $25 rebates to 5,380
residents that purchased an ENERGY STAR qualified clothes washer.

Home Energy Analysis

A free home energy audit tool, Home Energy Analysis is included as part of the
Residential ENERGY STAR Products Program. Home energy audits were performed on
the program website by 13,464 residents in 2008. The home energy audits provide
customers with a do-it-yourself tool for estimating savings that can be achieved through
the installation of various energy efficiency technologies and through the purchase of
ENERGY STAR qualified products.

Home Performance with ENERGY STAR Program

This program offers building contractors and owners of existing homes incentives to
install building shell measures that reduce energy usage, such as insulation and ENERGY
STAR windows and doors, and to install high efficiency appliances. In 2008, the program
focused on recruiting, training and certifying contractors across the State which resulted
in the installation of 163 projects.

Low-Income Program

This Program has improved energy affordability for New Jersey low-income households
who, by definition, spend a high percentage of their income on energy. The Comfort
Partners Program, delivered by the state’s electric and natural gas utilities, provided
energy savings, improved comfort, home safety, and health benefits for 7,239 New Jersey
low-income households during 2008.

Energy savings were achieved through the installation of energy efficiency measures
(including air sealing against drafts, insulation, and duct sealing), installation of high-
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performance products and appliances (such as compact fluorescent lighting and
ENERGY STAR refrigerators), and performance of health and safety testing to detect,
reduce, or prevent the existence of dangerous combustion by-products. The measures are
installed at no cost to the customer. The measured installed in homes in 2008 will save
8,778 MWh and 73,535 Dtherms per year over the life of the measures installed.

Commercial Energy Efficiency
Commercial Program Implementation

New Jersey SmartStart Buildings® Program

The Commercial and Industrial Construction Program was designed to address key
market barriers to efficient construction on the part of developers, designers, engineers,
and contractors in the commercial sector. It is available to schools and commercial,
industrial, governmental, institutional, and agricultural customers. The program focuses
on both new construction and retrofits of existing buildings.

The program offers a wide variety of incentives. Rebates for measures such as high
efficiency lighting, heating and cooling equipment, and motors are offered to help offset
the incremental cost of high efficiency equipment. Design incentives and support are
available to cover a portion of the cost for additional energy efficiency design services,
and technical support is provided to help customers evaluate energy efficiency options. In
2008, 1,172 retrofit projects, 111 new construction sites, and 118 schools received rebates
through the NJ SmartStart Buildings Program. Annual energy savings from these energy-
efficiency projects equal 99,663 MWh and 63,354 Dtherms.

An important component of this program supports efficient design and construction in
schools. The New Jersey SmartStart Buildings Program is working to ensure that schools
take into consideration the life cycle costs of energy design and equipment purchase
decisions, not just up-front costs. The goal is to have designers make decisions that
produce the lowest total costs over the life of the schools, where the energy savings more
than offset any incremental up-front costs. In 2008, 118 schools received rebates and an
additional 98 schools committed to the program.

Cool Cities Program

Managed by the NJ Department of Environmental Protection (DEP), this initiative is
designed to reduce the urban heat island effect in specific neighborhoods through the
planting of trees on city streets, thereby reducing cooling costs. DEP’s Community
Forestry Program’s “Cool Cities Initiative” planted 8,982 trees in 2008 in various cities
throughout the State. Besides improving the aesthetics of the urban neighborhoods, the
annual energy savings from the trees planted in 2008 total 373 MWh.

Combined Heat and Power (CHP) Program

The Combined Heat and Power Program provides incentives for combined heat and
power projects. CHP projects will reduce emissions, help businesses lower their electric
costs, and improve electric reliability. In 2008, $1.791 million in rebates were paid to 4
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new CHP projects which will generate 9,114 MWh per year of clean, distributed
electricity.

Local Government Energy Audit Program

The Local Government Energy Audit Program (LGEA) program was launched in
November 2008. The program provides rebates equal to 75% of the cost of an energy
audit and 100% of the cost of the audit if a certain level of recommended measures are
installed. The program is designed to assist municipalities, school boards and other local
government entities in identifying opportunities to reduce energy use and cost, benefiting
property tax payers. Other programs provide additional incentives for installation of the
energy saving measures recommended in the energy audit. This program will work in
coordination with the Energy Saving Improvement Program (ESIP).

Pay for Performance (P4P) and Direct Install Programs

The Pay for Performance program will provide rebates to large commercial and industrial
customers that take a comprehensive approach to reduce energy use in their facilities. The
program will operate for companies with a peak load of 200 KW or larger. The program
will be delivered through NJCEP P4P partners that will develop Energy Reduction Plans
for the overall facility.

The Direct Install program targets smaller commercial customers with less than 200 KW
peak load and will offer free energy audit incentives to cover up to 80% of the cost of
measures installed.

Both of these programs were under development in 2008. The Pay for Performance
program commenced operation in March 2009 and the Direct Install program is
scheduled to commence operation in May of 2009.

Financial and Savings Data

2008 Program Expenditures

The total statewide budget for New Jersey’s Clean Energy Program for 2008 was $419.5
million. The budget allocated $189.9 million to energy efficiency programs, $217.8
million to renewable energy programs and $11.8 million for program administration
including Office of Clean Energy administrative costs, evaluation and related research,
and outreach and education.

Actual spending for all programs was $147.5 million or 35 % of the budget which
includes $82.5 million spent on energy efficiency, $56.9 million on renewable energy
programs, and $8.2 million on administration including marketing and program
ev