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BY THE BOARD:
This Order memorializes action taken by the Board of Public Utilities (“Board") at its March 18,
2016 public meeting, where the Board considered certain administrative revisions to the New

Jersey's Clean Energy Program's (‘NJCEP's”) Local Governmental Energy Audit Program
(“LGEA Program” or “Program”).

BACKGROUND AND PROCEDURAL HISTORY

In accordance with the Electric Discount and Energy Competition Act, N.J.S.A. 48:3-49 et seq.
(‘EDECA"), and by Order dated June 25, 2015 (“FY16 Budget Order”), Docket No.
QO15040477, the Board approved, among other things, the FY16 compliance filing of TRC
Energy Solutions, Inc. (“TRC"), which manages the commercial and industrial (“C&I") Energy
Efficiency (“EE") Programs. The compliance filing included, among other things, a program
description of the LGEA program.



The compliance filing states, in part, that the LGEA Program provides financial incentives to
cover the cost of having an energy audit performed on eligible facilities owned by municipalities,
school districts, other local and state government entities, and 501(c){3) nonprofit organizations
(“Applicants”). Incentives are capped at $100,000 per entity, per fiscal year; however, for larger
projects that participate in the Energy Savings Improvement Program (ESIP), incentives may be
capped at $300,000. The compliance filing also describes the program implementation process.

Through December 31, 2015, LGEA Program energy audits were performed by five audit firms
(“Prior Program Process”) that had been awarded contracts by the Department of Treasury
following a competitive process. Those contracts expired on December 31, 2015, and the
NJCEP temporarily suspended processing new applications into the Program.

Under the new Program Administrator contract awarded to Applied Energy Group Inc. (*AEG")
on December 1, 2015, the LGEA audits will be performed by TRC (the C&| Market Manager and
member of AEG's subcontractor team) (“New Program Process”). The New Program Process
allows for the streamlining of the LGEA Program’s administrative process and the associated
reduction of administrative costs with no impact on the Program’s eligibility requirements or
incentive levels. As a result, the LGEA program description in the compliance filing must be
updated to reflect the new administrative process.

This Order describes the new administrative process and approves revisions to the compliance
filing. The changes described in this Order do not impact the Program'’s eligibility requirements
or incentive levels. Public notice of the New Program Process was provided on March 16,
2016.

REVISIONS TO THE LGEA PROGRAM'S ADMINISTRATIVE PROCESS

The Prior Program Process required Applicants to conduct an RFP process to select from five
different pre-qualified contractors to perform the energy audits. That process relied heavily on
the Applicants’ time and resources, and has been eliminated in the New Program Process.
Under the New Program Process TRC will conduct all of the energy audits, thereby streamlining
the process and alleviating some of the Applicant's administrative burdens. The Program will
continue to provide energy audits at no-cost to Applicants (subject to applicable incentive caps)
and the Program'’s eligibility requirements continue unchanged.

The following identifies the revisions to the LGEA Program’s administrative process due to the
new Program Administrator contract:

Prior Program Process:

o Application: TRC determined whether an Applicant was eligible for the Program
through an application review process.

+ Select an auditor: Once an Applicant was deemed eligible, it was required to solicit
price offers through an RFP using a prescribed template. TRC provided support in
finalizing the RFP prior to release to ensure Program compliance. Applicants were
required to release the RFP to a list of five (5) pre-qualified audit firms for energy audit
services and select the lowest bidder, or otherwise provide justification for a non-lowest
bidder, which justification was subject to review and approval by the Market Manager,
Program Coordinator, and/or BPU.
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e Conduct the audit: The selected audit firm conducted the audit and completed the draft
audit report(s) within 4 months.

» Issue the audit report: Upon completion, the audit firm submitted the draft energy audit
report(s) for review and TRC provided technical review services to ensure the report(s)
met Program guidelines. After review of the audit report(s) was complete, TRC issued a
final approval letter and requested copies of the final energy audit report(s) be released
to the Applicant and TRC.

* Incentive payment: The audit firm then submitted invoices for the audit work performed,
which invoices TRC reviewed and approved for incentive payment. Incentives were
determined consistent with the program terms.

New Program Process:

e Application: TRC will determine whether an Applicant is eligible for the Program
through an application review process.

» Conduct the audit: TRC will determine the energy audit scope of work, conduct the
audit, and prepare the draft audit report(s). The draft audit report(s) should be completed
within 1 month.

¢ Issue the audit report: TRC will meet with the Applicant to discuss the audit findings
and next steps for implementing measures recommended in the audit report(s). TRC will
follow up with all Applicants to offer assistance and encourage them to use the NJCEP
to implement the energy savings measures identified in the audit report.

¢ Incentive payment: The value of the audit will be determined consistent with the
program terms. TRC, through AEG, will invoice the NJCEP for the audit pursuant to the
rates in the new Program Administrator contract.

Staff recommends approval of the Program Administrator's revised compliance filing, dated
March 18, 2016, incorporating the New Program Process described above.

DISCUSSION AND FINDINGS

The Board has reviewed Staff's recommendations regarding the LGEA program, and HEREBY
FINDS that the New Program Process and the revisions to the compliance filing accurately
reflect the program implementation method that the Program Administrator is contracted to
deliver — namely, performing the LGEA audits in-house. The Board also FINDS that adequate
public notice of the changes was provided, the revisions to the compliance filing are
administrative in nature, and that the New Program Process does not impact program eligibility
or incentive levels.

Therefore, the Board HEREBY APPROVES the revised compliance filing as submitted by the

Program Administrator on March 18, 2016, and directs Staff to post the compliance filing on the
NJCEP website.
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The effective date of this Order is March 28, 2016.
DATED: 5 - 16— ! b BOARD OF PUBLIC UTILITIES

RICHARD S. MROZ
PRESIDENT

JOSEPH L. FIORDALISO
COMMISSIONER COMMISSIONER

DIANNE SOLOMON PENDRA J. CHIVUKULA L
COMMISSIONER COMMISSIONER

- QL

TRENE KIM ASBURY [
SECRETARY

}HEREBY CERTIFY that the within
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Local Government Energy Audit (LGEA) Program
Program Description

The LGEA program provides a free energy audit of facilities of eligible entities (“Applicant™).
The goal of the energy audit is to provide Applicants with information on how their facilities use
energy, identify energy conservation measures (ECMs) that can reduce energy use, and put
Applicants in a position to implement these ECMs. The energy audit also guides Applicants
towards appropriate NJCEP equipment incentive programs in order to receive financial
incentives for implementing the ECMs.

Target Markets and Eligibility

LGEA is open to the following eligible entities that contribute to the Societal Benefits Charge
fund through either their gas and/or electric utilities:

“State contracting agency” as defined by N.J.S.A. 52:34-35

¢ “Public agency” as defined by N.J.S.A. 52:35A-1

¢ Local governments per Local Public Contracts Law (N.J.S.A. 40A:11-1)

o Local governments per Public School Contracts Law (N.J.S.A. 18A:18A-1)
[ ]
L]

County colleges per County College Contracts Law (N.J.S.A.18A:64A-25.1)
NJ State Colleges or State Universities per State College Contracts Law
(N.J.S.A.18A:64-52)

¢ Nonprofit charitable organizations per Section 501(c)(3) of the Internal Revenue Code

Applicants may apply for an energy audit for buildings that they own, although a building may
still be eligible if the Applicant leases the building and provides supporting documentation from
the building owner before having an energy audit performed.

Buildings must demonstrate a peak demand of 200kW or greater in the most recent 12 months of
electric utility bills (inclusive of all accounts in the building) in order to qualify. Buildings that
do not meet this requirement will be recommended to apply for the Direct Install program. TRC
will have the ability to grant exceptions to the kW requirement, on a per building basis, if the
Applicant can demonstrate they meet or identify with at least one of the following:
e ESIP is an anticipated source of funding
» ERB is an anticipated source of financing
e Master or campus metering arrangement on-site, where demand of any one building is
unknown
e Already participated in Direct Install
Demonstrates an interest in measures that are not available under the Direct Install
program, such as building shell measures (e.g. insulation, windows, etc.)

LGEA is available to buildings never previously audited under the program, as well as buildings
that have received an audit so long as the audit conducted under the LGEA program is at least
three (3) years old (measured from the audit report approval date). All program requirements
must be met in order for an entity to qualify for a second energy audit.



Program Offering
This program is implemented as follows:

e The Applicant will submit an application to the program identifying the energy audit option
available that best addresses their needs, as well as building type, square footage, utility
account information and associated bills, and other applicable energy usage information for
each building to be audited.

e When an Applicant is enrolled in LGEA and participating in any NJCEP equipment
incentive programs at the same time for the same facility(ies), TRC will assess the impact
that the work may have on the energy audit and require the applicant take one of the below
actions, depending on the level of impact:

o Proceed with energy audit and equipment upgrades (minimal impact)

o Complete equipment upgrades prior to proceeding with energy audit process or
vice versa (moderate impact)

o Cancel energy audit application (significant impact)

e If the initial program eligibility and application requirements have been met and the
Applicant is approved to have an energy audit performed under this program TRC will
issue an Approval Letter/Notice to Proceed to the Applicant.

* The energy audit scope of work is based on Section 3.8.1 of RFP 16-X-23938, dated April
21, 2015, and is consistent with ASHRAE Level 2' audit, except for lighting which is
Level 3. Audit scope may vary slightly depending on the specific needs and circumstances
of the Applicant within limitations of the RFP. ASHRAE Level 1 audits are not included in
the program, but TRC will conduct a high level assessment of on-site generation potential 2

e Inorder to provide compatibility with the Energy Savings Improvement Program (ESIP)
and Energy Resilience Bank (ERB) initiatives, the energy audit scope will include an

! From the ASHRAE Handbook:

Level | — Walk-through Assessment — Assess a building’s energy cost and efficiency by analyzing energy bills and
conducting a brief survey of the building. A Level 1 energy analysis will identify and provide a savings and cost
analysis of low-cost/no-cost measures. It will also provide a listing of potential capital improvements that merit
further consideration, along with an initial judgment of potential costs and savings.

Level Il - Energy Survey and Analysis — This includes a more detailed building survey and energy analysis. A
breakdown of energy use within the building is provided. A Level Il energy analysis identifies and provides the
savings and cost analysis of all practical measures that meet the owner's constraints and economic criteria, along
with a discussion of any effect on operation and maintenance procedures. It also provides a listing of potential
capital-intensive improvements that require more thorough data collections and analysis, along with an initial
Judgment of potential costs and savings. This level of analysis will be adequate for most buildings and measures.
Level 11 - Detailed Analysis of Capital-Intensive Modifications — This level of analysis focuses on potential capital-
intensive projects identified during Level Il and involves more detailed field data gathering and engineering
analysis. It provides detailed project cost and savings information with a high level of confidence sufficient for
major capital investment decisions.

2 ASHRAE Level 1 audits, modified scopes to address specific needs (e.g. feasibility of combined heat and power,
renewable energy, etc.), and refresh of audits previously completed by TRC will be evaluated for inclusion in the
program at a later time subject to pricing approval by the BPU.




evaluation of energy related water conservation measures, demand response potential, as
well as the estimated greenhouse gas reduction for each recommended measure.

e TRC will perform the audit, prepare an audit report, and notify the Applicant when the final
audit report is completed and all program requirements have been met. In addition, TRC
will meet with the Applicant to discuss audit findings and next steps for implementing
measures recommend in the report.

The LGEA will provide audits up to a value of $100,000 per program year, per Applicant. For
larger Applicants, if the audit cost exceeds, or is expected to exceed $100,000, TRC will work
with AEG and Board Staff to determine and authorize a larger cost cap, not to exceed $300,000.
Approval of a higher cost cap will be contingent on a commitment from the Applicant to pursue
ESIP (by selecting intent to pursue ESIP on the application).

Services offered under LGEA do not count towards the fiscal year incentive cap (see Program-
Wide Entity Caps, page 6).

Goals and Energy Savings
LGEA goals can be found in Appendix D.
Quality Control Provisions

Documented policies and procedures provide proper guidelines to ensure consistency in the
processing and quality control for all LGEA participants. All applications are reviewed upon
receipt to verify adherence to eligibility requirements and technical information. Applicant-
supplied information is entered into the database and files are created for all documents,
including project correspondence. TRC will perform internal quality assurance reviews on audit
reports. On a random basis, AEG will conduct on-site facility inspections to verify building and
audit data. The inspection rate is up to 20% of audits but may be exceeded at the discretion of
AEG or BPU. AEG may perform a review of the completed energy audit report(s) prior to
release of payment to TRC.



