@ Hamilton Township

Mercer County, New Jersey

Hamilton Community Energy Aggregation Program

(“HCEA”)

Program Announcement and Frequently Asked Questions

The Township of Hamilton is pleased to announce the Hamilton Community Energy
Aggregation Program (“HCEA”), a program designed to save residents money on their
monthly power bills by reducing electricity costs. At her annual State of the Township
Address in February of 2014, Mayor Kelly Yaede publicly announced her intention of
working to lowering energy costs for Hamilton residents. That spring, Mayor Yaede
proposed the creation of the HCEA program - authorized by State law that allows the
Township to seek competitive bids from third-party power supplies to provide electric
power supply at a price lower than that offered by Public Service Electric & Gas (PSE&G). As
a result of competitive bids, Mayor Yaede also recommended that Gabel Associates serve as
the independent program consultant to help Hamilton implement a successful program.
Both of Mayor Yaede’s proposals were ratified by the Township Council.

To help achieve optimal savings for Hamilton residents, Mayor Yaede’s administration
waited for favorable market conditions; and this year, began the process of seeking
competitive bids from third-party suppliers.

The aggregation program is only for the energy supply portion of your electric service. The
delivery portion would continue to be provided by PSE&G at regulated rates. PSE&G would
continue to provide all emergency and safety services, meter reading, billing and service
restoration. Furthermore, you would continue to have all existing consumer protections and
rights. The HCEA Program will be structured to provide residential customers with savings
on their energy supply at a minimum of risk. Nonetheless, if for any reason you are
dissatisfied with the supply service, you would have the right to leave the aggregation
program at any time without penalties or exit fees assessed!

To learn more about this exciting opportunity, Mayor Kelly Yaede would like to invite all
residents to attend an Information Session to be conducted on September 29, 2016 at
6:30 p.m. at the Hamilton Township Public Library located at 1 Justice Samuel A Alito
Jr Way. The Township’s Energy Consultant, Gabel Associates, will make a presentation and
will then open up the session to questions from residents.

This information will be updated after the Township accepts bids and if a power supply contract
award is made by the Township Council. In the meantime, here are answers to some frequently
asked questions about the program. . .

> Whatis Community Energy Aggregation?




Community Energy Aggregation is a program that allows a municipality to conduct a “bulk
purchase” of energy supply on behalf of its residents, at prices lower than the average
utility price. New Jersey regulations allow municipalities to take this approach to procure
savings on your behalf.

The Township of Hamilton hired and has collaborated with its Energy Consultant, Gabel

Associates, to implement a procurement process to ‘test the market’ for a Third Party
Supplier to provide power supply to its residents.

» Who is Gabel Associates?

Gabel Associates is a registered Energy Consultant that was awarded the contract by
Hamilton to administer and implement the HCEA program through a competitive bid process.
The firm has helped pioneer energy procurement in New Jersey and has been supporting
large scale aggregations (like this one) for over 15 years. We were also a key participant in
the development of CEA rules and structure.

Gabel Associates was the first firm in the State to have successfully implemented a CEA
program in New Jersey, and the firm has successfully completed numerous CEA programs in
the State, many of which are in their second and third iterations. These programs have saved
millions of dollars for New Jersey residents!

» How does the HCEA Program work?

The Township of Hamilton, with the assistance of Gabel Associates, will issue a competitive
bidding process following strict competitive contracting laws in an effort to select a Third
Party Supplier (“TPS”) of electricity at a rate below the average PSE&G price (or BGS tariff
price).

If the Township and Administration receive a bid that provides savings and the Council
makes the decision to award a contract, eligible residents would be automatically included
in the HCEA program and sent a notice in the mail shortly after a successful bidder is selected.
This notice, known as the Opt-Out Notice, provides all the details of the program as well as
the various ways to opt-out of the program, including the awarded TPS'’s toll free telephone
number, email address, and a postage-paid opt-out card.

Customers will have 30 days to review the Opt-Out Notice and decide whether they wish to
opt-out of the program. After that 30 day opt-out period, those residents who do not opt-out
of the program will be enrolled by the winning supplier.

Even after an electric account is enrolled, residents are free to opt-out of the program
at any time during the contract! Participation in the HCEA Program is 100% optional!
There are no fees or penalties if you decide to opt-out.
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Customers that have their own, independent TPS contracts, or that have a solar power
system installed on their property are not included initially but are given the option to join
the HCEA program.

» Will I receive two bills?

No, you will always receive one bill from your utility. The only thing that changes in the
HCEA program, or any CEA program, is the cost of the electricity provided.

Electric bills are comprised of two main components: power supply and distribution. It is
important to emphasize that this program covers only the power supply portion of the
electric bill. Under New Jersey’s retail choice regulations, you may purchase power supply
from either the electric utility company under its Basic Generation Service (“BGS”) tariff
rates, or you may purchase your power supply from a Third Party Supplier ("TPS"). The
goal of the HCEA program is to provide savings on the power supply portion of your bill.

Importantly, the delivery and distribution of electricity under this program will
continue to remain the same, through the regulated utility (i.e. PSE&G) that serves
your home. The utility continues to handle your account, addressing any outages and
maintaining service.

» Do Ihave to be part of the program?

No. Residential customers who are automatically included in the program have the right to
“opt-out.”

However, it is advantageous for all residents to join and remain in the program, as this gives
the community the “strength in numbers” to negotiate the best price for consumers. All
residents will receive information about the program and be given the opportunity to opt-
out.

» CanlI Opt-In to the HCEA program?

Yes. Residents who have their own third party supply contract, but would like to join the
HCEA will have the opportunity to do so.

For customers with their own TPS contracts: If you currently have your own third party
supply contract, but are considering terminating that contract and joining the HCEA program,
it is very important to first read your existing contracts very carefully, as there may
be penalties for terminating the contract prematurely. Some third party suppliers have
automatic "roll over" provisions which renew your contract without affirmative consent or
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action from you. Please be sure to read your current agreement and if, after comparing your
current deal to the HCEA program you decide to join the Township’s program, take the
necessary actions to alert your third party supplier that you wish to terminate service at the
end of your contract term in order to join the HCEA. You may contact the awarded HCEA
supplier directly to opt-in to the HCEA program.

Please note that, if you have an existing contract with a supplier not affiliated with the
HCEA program, neither the Energy Consultant nor the Township are responsible for
informing your existing supplier or terminating your agreement with them. However,
if you have any difficulty with them, please let us know and we'll try to help you resolve
issues. Gabel Associates’ contact information has been provided below.

» Will I still be able to receive budget billing (Equal Payment Plan)?

The Township requires that the awarded supplier provide budget billing for their power supply
charges to those customers that currently have such arrangements with PSE&G. PSE&G will
continue to bill a levelized amount each month for delivery service, and awarded supplier will
also bill a levelized amount each month (through the PSE&G bill) for power supply. Because the
selected supplier’s contract price for power supply is lower than the PSE&G price for power
supply, your total monthly budget amount (sum of monthly PSE&G delivery service budget
amount and awarded supplier’s budget amount for power supply) should be reduced. You may
experience a “true-up” on your bill from PSE&G prior to enrollment and then again at the end of
the program.

If you do not currently have budget billing with PSE&G but wish to receive an Equal Payment
Plan with from awarded supplier for their power supply charges, you may contact the awarded
supplier and request that they establish this service for you.

Budget billing with PSE&G’s distribution portion of the bill and the awarded third party
supplier’s supply portion of the bill can be complicated. If you are experiencing trouble with
your budget billing, please contact PSE&G, the winning supplier, or Gabel Associates (contact
information below) for assistance.

» Why is the program set as an opt-out program, rather than an opt-in
program?

The program rules, which have been established by the State of New Jersey, have been set
up this way to ensure that a sufficient number of households will participate to obtain a
meaningful bid, and to avoid the costly and time-consuming process of having everyone
affirmatively sign up for the program.

The aggregation rules incorporate consumer protections, and recognize the logistical
challenges of a residential procurement program, while at the same time providing a
structure that will attract bidders.
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When the retail choice program was originally enacted in NJ in 1999, the rules required that
government aggregators be required to obtain a so-called “wet signature” from each
residential customer demonstrating the customer’s affirmative consent to join. After a
number of years, it was recognized that this “opt in” approach put such a burden on the
programs that none got off the ground, and the model was changed by the State to “opt-out”
for residential customers. Unlike business customers, residential customers represent large
numbers and (relatively) small usage/margins for each account. In order for an aggregation
of residential customers to work, it is necessary to get large volumes with as low transaction
costs as possible. This results in the opt-out approach, which gives suppliers a firmer basis
for the load they are bidding on, but still provides residential customers with the ability to
opt out.

The State regulations also require that an aggregation program show savings versus the
utility-provided rates. Each residential customer will receive a written notification after the
bid, informing them of the price, the comparison to the utility price, and their right to opt out.
As such, each resident will be fully apprised of all pertinent information necessary to make
an informed decision.

» What about power outages?

Power outages are not under the control of the third party supplier. The delivery system is
still under PSE&G’s control, and there is no difference in delivery services whether you
purchase the power supply from a third party supplier or from PSE&G under its tariff. In the
event of an outage, you would still contact PSE&G.

» WhatifI have a solar system?

Customers with solar systems, especially those that are larger in size, typically result in solar
production in some months exceeding your monthly electric consumption. In such cases, the
monthly utility bill is usually very low.

For these customers, the savings attributable to the HCEA program would be very minimal.
It is for this reason that the Township will remove solar customers from the HCEA program.

However, if you believe based upon a review of your past bills that your solar system is NOT
producing excess energy that is being ‘banked’ on your PSE&G bill, you may consider opting-
in to the HCEA program. You are encouraged to contact the selected supplier or PSE&G for
further information.

» Will the LIHEAP and Lifeline benefit programs for low income
residents still apply if I participate in the HCEA?
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LIHEAP (Low Income Home Energy Assistance Program) is federally funded program,
administered by the Dept. of Community Affairs, to assist low income households with
paying their heating bills (whether electric, gas, oil, etc.). There should be no impact of
participation in the HCEA program on customers’ eligibility. Lifeline or Universal Service
programs are state-funded through State taxes and societal benefits charges, again with
eligibility based upon a number of factors tied to income. Bill credits of up to $225 are
provided to assist eligible customers with electric and gas utility bills. The HCEA will provide
consolidated billing through the utility; as such the bill credits would be unaffected.

» Whatis the timeline for the HCEA program?

Below you'll find a HCEA timeline with important dates to remember:

Hamilton CEA Timeline

Actions Dates
1 Public Info Session 9/29/2016
2 Bid Advertised and Released 10/6/2016
Bids Accepted by Township/
3 Council Decides on Award of 11/1/2016
Contract

If a contract is awarded, the following steps will occur.

‘Opt-Out Notification Letters

4 Mailed to Residents Late December 2016

5 Public Information Session Mid-January 2017

6 Bl iy OpL OLE [Rafiss Late January 2017
Concludes

7 Enrollments Submitted to PSE&G Early February 2017

PSE&G Mails Confirmation .
8 Letters to Residents Mid-February 2017

9 Service Begins March Meter Read 2017

» Who can I speak with for answers to additional questions?

You can contact Gabel Associates, the Township’s Energy Consultant at 855-365-0770.
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Additional information and background material related to the HCEA program can
be found on the following pages.
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TOWNSHIP OF HAMILTON
BUSINESS ADMINISTRATION

TO: TOWNSHIP COUNCIL

FROM: JOHNF RICCL BUSINESS ADMINISTRATO
SUBJECT: ENERGY AGGREGATION CONSULTANTS?

DATE: MARCH 17, 2014

We are proposing to implement a Township-wide Energy Aggregation program
for all residential and business properties. A similar program has been implemented in
several municipalities, including Toms River, Plumstead, Monroe, Montgomery,
Lambertville and West Amwell. The program has the potential for saving a residential
customer 5 fo 10 percent of the cost of their current electric bill,

Attached are a set of frequently asked questions which were issued by Toms
River Township which will provide you with more background on how the program
would operate.

We received proposals on March 11 from consulting companies which would
assist the Township in implementing the program. The costs are based upon a charge per
kilowatt hour which would be incorporated in to the bills issued by the utility company
and thus, would not have any direct payment from the Township government. The
proposals received were as follows:

Alternative Utility Services, Inc. (AUS) $0.00045 per kilowatt hour

Gabel Associates $0.00049 per kilowatt hour
Affordable Gas and Electric (AGE) $0.0005 per kilowatt hour
Avalon Energy Services LIL.C $0.00085 per kilowatt hour
T&M Associates | $0.0015 per kilowatt hour

The proposals were evaluated by a review committee, consisting of Richard Watson,
Director of Water Polfution Control, Donald Ragazzo, Purchasing Agent and myself.
The rating sheets are attached. As you can see, the proposals were evaluated on factors
other than just cost. All three of us rated Gabel Associates the highest and we are



recommending that the contract be awarded to that firm. Gabel Associates is the only
firm that has successfully completed a Municipal Energy Aggregation program in New
Jersey. T&M Associates has several programs in the process of being approved;
however, their cost was more than double that of Gabel Associates.

Attachment
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Bulk energy purchasing in Hamilton follows New Jersey trend

pseg file

File photo of the PSE&G sign and building. (Patti Sapone/The Star-Ledger)
Mike Davis | Times of Trenton By Mike Davis | Times of Trenton
Follow on Twitter

on May 22, 2014 at 6:50 AM

HAMILTON — Everyone needs electricity — and it’s logical to assume that they would buy the cheapest available.

But even though all 88,000 residents of Hamilton have the freedom to choose the company they buy their electricity

from, only 15 percent have switched from the dominant provider in Hamilton, PSE&G, to find better rates.

Now, municipal officials want to make it easy for residents to save money. They think residents and business owners who

buy their energy together, using the power of group leverage, could save on their electricity bills.
And a state statute guarantees they will save at least 5 percent.

The township last month approved a contract with Gabel Associates to help the municipality bid out the power supply for

all residents in the township — known as energy aggregation.

When the process is complete, a single entity will supply power, not just to all government operations, but to all public and

private buildings in the township except those that have already contracted with a different entity on their own.

Enroliment is automatic unless residents and business owners opt out of the plan.
Township council members next month are expected to approve an ordinance establishing the energy aggregation

program.
Public information sessions are expected to take place this fall, shortly before bids are advertised.

However, Gabel could hold off on going out to bid until market conditions are ideal in order to get the best price for the

town.

"“You go out to bulk purchase to get a lower price and you have the municipality — and the consultant — watching the
customers’ backs,” Gabel Associates executive vice president Robert Chilton said. “The supplier can’t pull any funny

business. There is no fine print.”
Chilton said third-party energy programs have slowly expanded since a state law changed in 2003.

Because of lag and volatile market conditions, it wasn't until 2012 — in Plumsted Township — when large-scale

aggregation programs came onto the scene.

“They took the first step and had a positive experience. Toms River was next,” Chilton said.

http://blog.nj.com/centraljersey_impact/print.ntml?entry=/2014/05/bulk_energy_purchasing_in_hamilton_follows_new_jersey_trend.html 1/3
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“It gains momentum. As more municipalities do it and say, ‘Hey, this actually worked,” word gets around and folks let their

guard down.”

In November, Monroe Township officially opened up bidding on its energy supply, also with the aid of Gabel Associates.

Since entering into a 22-month contract with Con Edison Solutions, ratepayers have seen a $4 million — or 20 percent —
savings, according to Monroe business administrator Wayne Hamilton, attributing the savings to “hitting the market at

one of the best times we could have.”

“This is an opportunity where you do things on an aggregate basis and individual residents can benefit by government

action,” Hamilton said. “You don’t see that happen very often.”

Energy aggregation programs like Hamilton’s are meant to hit the 85 percent of residents who have yet to switch to a

third-party supplier, residents who may be worried about energy market vicissitudes or penalties for breaking a contract.

Unlike standard third-party contracts, aggregation programs are backed by state laws that guarantee ratepayers at least a

5 percent savings.

"It really should be all about a benefit,” Chilton said. “"The rule is clear: If there’s no savings, there’s no contract awarded.
No harm, no foul. The municipality hasn’t spent money — the consultant does the groundwork and gets paid on the back

end. There’s a lot of upside and, once folks look at it, even they can’t find a downside.”

In Hamilton, the main criticism has been of the opt-out system of the aggregation program: Everyone is automatically

enrolled unless they specifically ask to be taken out.

Councilman Kevin Meara, a PSE&G account manager, has echoed concerns about such a program and what it could mean
for part-time residents, especially senior citizens who live in Florida during winter months or have their bills handled by

caretakers.

“At its best, energy is difficult to understand. When someone’s automatically included, and they have the responsibility to
opt out, that concerns me. They’'re not choosing to have that responsibility,” Meara said. *Something this big should be

considered for a referendum, to get public support.”

Chilton said such concerns are common when municipalities consider aggregation, but the opt-out process is necessary in

order to save money.

“It's really the only viable model. If you want to bring the benefits to the masses, this is the process you have to have,”
Chilton said.

When energy aggregation was first proposed years ago, officials tried to work with opt-in models but to no avail.

“It's hard to create a critical mass that suppliers can bid on,” Chilton said.

il CONNECT WITH US:
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HAMILTON: Township opts to create energy aggregation

By Jennifer Kohlhepp, Managing Editor Jun 19, 2014

The township has created an energy aggregation program in hopes of saving residents and

businesses money.

An ordinance to officially create the program passed in a 4-1 vote at the Township Council’s
Tuesday night meeting. Councilman Kevin Meara cast the sole vote against the measure after a
public hearing during which some residents complained that the ordinance basically forces them

into changing their electric supply provider.

”| still say it's a bad idea for the government to interfere with the personal lives of every individual
in this township,” resident George Papp said. “This is nothing but a big gamble. If | want to gamble,

I'll go to Atlantic City.”

The ordinance gives the township the ability to bulk-purchase electricity from a third-party supplier.
First, the township’s energy aggregation consultant, Gabel Associates of Highland Park, has to
develop and submit documents to both the New Jersey Board of Public Utilities and Rate Counsel
this summer. Then, a special public information session for residents, as well as the bid process to
award the program’s contract to a third-party energy supplier would take place in the fall. Following
opportunities for residents to opt-out of the program, the service and its energy savings would likely
begin in either the late winter or early spring of 2015. The exact timing will be determined by
monitoring energy market conditions and identifying the best opportunity for achieving cost savings,

according to the mayor’s office.

http://www.centraljersey.com/archives/hamilton-township-opts-to-create-energy-aggregation/article_f7783452-84a5-5924-a615-4e1fea937258.html 13
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When casting his vote, Mr. Meara said his issue with the program is that it is an opt-out program.

"It shifts the burden onto the homeowners,” he said.

Since the measure passed, he said he would like the township to notify residents that they can

opt-out of the program through certified mail.

"If (the letters) come back, they should be opted out automatically,” he said.

Council President David Kenny said the state legislature decided to make the energy aggregation

program an opt-out program through legislation.

"If the proposals come in and we don’t like them we don’t have to go with it,” Council President

Kenny said.

Council Vice President Dennis Pone said Gabel Associates is guaranteeing “it to be a lower rate
than what PSE&G currently offers.”

Residents in seven towns across New Jersey including Plumsted, Monroe, Montgomery, West
Orange, Lambertville, West Amwell and Toms River already save between 8.5 and 18.5 percent on
their energy bill supply costs thanks to energy aggregation programs, according to the mayor’s

office.

Olivia Corkedale, a representative of Gabel Associates, said the bids usually come in 5to 15

percent lower than Public Service Electric & Gas (PSE&G) retail rates.

She also highlighted many regulatory safeguards designed to protect residents and other program
benefits, which include state requirements that contracts be sought through a public, competitive
bidding process and that energy supply costs must be equal to or less than utility prices. Hamilton
will only enter into a contract if the prices achieved are below regular PSE&G retail rates. Bids will
only be accepted from third-party power suppliers that are licensed with the state of New Jersey.
Residents are free to opt out of Hamilton’s energy aggregation at any time, with no exit fees or

penalties assessed.

During the contract (likely to last between 12 to 24 months) residents’ energy supply rates will be
fixed and guaranteed. There is no automatic “rollover” of the contract. Following the end of the initial

contract, a new bid would be issued, allowing the township to re-test the competitive marker and

http://www.centraljersey.com/archives/hamilton-township-opts-to-create-energy-aggregation/article_f7783452-84a5-5924-a615-4e1fea937258.html 2/3
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allowing residents yet another opportunity to opt-out should they choose. Additionally, the program
should have no effect upon existing budget billing customers or income-eligible assistance program
recipients, according to Ms. Corkedale.

Because the program only applies to energy supply, the delivery or distribution of energy will
remain, as it is today, through PSE&G. Residents will continue to receive monthly bills from PSE&G

and will still contact PSE&G regarding service problems (power outages).

When asked what her company gets paid for working with the township on its energy aggregation
program, Ms. Corkedale said .00049 dollars per kilowatt hour.

"It's far less than a penny,” she said. “We are paid by the supplier, not the township.”

In voting for the ordinance, Council Vice President Dennis Pone said as a councilman his main job
is to look after the budget and save money. He said he does agree that opting out has an un-

American twinge to it.

”"But in this case...you do nothing and save money. If you opt out you lose money,” he said.
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TOWNSHIP OF HAMILTON
BUSINESS ADMINISTRATION

TO: TOWNSHIP COUNCIL

FROM: JOHN F. RICCI, BUSINESS ADMINISTRATOM
SUBJECT: RESIDENTIAL ENERGY AGGREGATION PRGGRAM
DATE; FULY 27,2016
CC: MAYOR KELLY YAEDE AND EILEEN GORE

I'was very surprised to fearn that the Council rejected the Residential Energy
Aggregation Program which we all had been working on for the past two years, 1 am
particularly concerned about some of the comments that were made. While [ understood
that this program was originally proposed two vears ago and that you may have forgotten
what was discussed, in May 1 wrote you a memorandum explaining that the timing was
now right to bid, reminding you of what the program was, provided you with a brochure
that depicts the program and how it would function. In addition, the memo was an item
for discussion at the Council meeting of June 21, A copy of the Agenda is also attached,

Our discussion included the fact that due to the nature of energy contracting the bids
would be received on the same day as the Council meefing and, therefore, you would not
have a specific Resolution until you arrived at the Council meeting. For any of you to
state that this was being rushed at the last minute and that you were not aware of the
program is completely inaccurate.

['have been informed that some of you may have reconsidered vour decision and
would be willing now to move ahead with the pro gram, | would wish to have that
confirmation from you in writing, as [ do not believe it would be prudent to re-advertise
and begin the bidding process anew unless there was a strong commitment that as long as
the rates are going to provide substantial savings to our residents that you will award the
contract.

Thank you for your consideration.

Attachment



TOWNSHIP OF HAMILTON
BUSINESS ADMINISTRATION

TO: TOWNSHIP COUNCIL

FROM: JOHN F. RICCL BUSINESS ﬁ\DMINISTRATOR“%.{‘ﬂ’L«————"
SUBJECT:  RESIDENTIAL ENERGY AGGREGATION p}lé@mv

DATE: MAY 31,2016

CC: MAYOR KELLY YAEDE AND EILEEN GORE

In April. 2014, the Township Council adopted a Reselution awarding a contract to
(Gabel Associates to act as the Township’s consultant to deveioa a residenual energy
dwreﬂauon prograni The intent of the program was o have the 7 ownsbm bid for a third

1rim alaari it ta tha Tnny - { - . id h p
wde elecwricity 1o the Township residents. ng would be an opt-out

arty company 1o pr

-

1

program. All residential properties would be included except for those that specifically
choose not 1o be inciuded. Attached is a brochure from Gabel Associa{es which provides
more information about the program. You may recall that Gabe!l appeared at the
Township Councii meetng at that time to fullv explain the program.

Unfortunately, since then the energy market has not been condusive to a third party
bid. The market hes now cnzmg:c,ci and 1t 1s recommended that we move forward with the
bidding of the eleciricity contract. Due to the nature of the market, the bldq must be
awarded on thu same day that they are received. We have therefore scheduled the bid

opening for July 19, 2016 and will submit a resotution for vour ccmmderamon at the
Council meeimw scheduied for that eve enng.

It 15 expected that the residential program will start in November, 2016

Attachmens
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