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BY THE BOARD:

In October, 2003, the Office of Clean Energy (OCE) of the Board of Public Utilities
(Board) issued a grant solicitation under the Renewable Energy Advanced Power
(REAP) program. REAP is designed to facilitate the construction of distributive energy
generation projects in New Jersey using renewable energy sources. Such renewable
sources may include wind, solar, landfill and biomass gas, or renewable fuel cells.
OCE'’s objective in issuing this solicitation was to provide seed grants and access to
capital that would make renewably powered electricity cost competitive with
conventional power plants. The resulting diversity of power supply is expected to
provide significant environmental benefits to the people of New Jersey and to
encourage the development of a thriving renewable energy market in this State.

This order addresses a grant application received by OCE Staff from the Rahway
Valley Sewerage Authority (RVSA) for funding to install a digester gas powered
internal combustion engine to the Rahway Valley Sewerage Authority
Cogeneration/Sludge Drying Facility to Energy Project (project). The project
involves the installation of four engines, one of which will operate on digester
gas, and will provide all electrical power necessary to run the expanded and
upgraded wastewater treatment facility. The project will eliminate the need for
an onsite emergency generation plant and eliminate the need to replace existing
diesel blower drives. It has met or exceeded all applicable emissions standards
required to obtain the requisite permits from the Department of Environmental

Protection (DEP).



REAP is one of five New Jersey Clean Energy Programs managed in partnership with
the New Jersey Economic Development Authority. This program provides grants of up
to twenty percent and long-term, low interest financing for Class | renewable energy
projects exceeding one megawatt in electricity generating capacity. The program was
offered through an open solicitation released on October 1, 2003.

The Office of Clean Energy granted conditional approval for the design, construction,
and operation of a 1.515 MW digester gas powered internal combustion engine to the
Rahway Valley Sewerage Authority Cogeneration/Sludge Drying Facility to Energy
Project on October 3, 2005. Approval was conditioned upon the successful
demonstration of project funding and the acquisition of all necessary permits from the
DEP. OCE also asked the Board Economist to review the project financial data to
determine whether this was a project that would be cost effective without providing
Clean Energy Program funds.

The total capital cost of the project is $27,200,000. Since only one of the four engines
will use digester gas, a renewable resource, the estimated renewable energy project
cost is $4,237,669. The project developer has requested an $847,534 grant from the
Renewable Energy Advanced Power Program, equal to twenty percent of that figure.
The Economist's Office asked for and received additional project financial background
data from RVSA. After reviewing this material, the Economist’s Office recommended
and the applicant agreed to a reduced grant award of $500,000. RVSA has received
additional financing from the New Jersey Environmental Infrastructure Trust to fund the
remaining project costs.

Staff anticipates that benefits will accrue from this project to taxpayers as a result of
electricity cost containment, and to New Jersey citizens through improved air quality
and reduced greenhouse gas emissions. RVSA reports making a significant
investment in studying interconnection issues with PSE&G. As a result of the study, the
project developer has invested in protective equipment to ensure the adequacy of
project interconnection with the local distribution system.

Discussion and Findings

In considering the eligibility of this project for funding under the Renewable Energy
Advanced Power program, the Board looks first to the contribution it will make to
REAP’s goal of promoting distributed generation using renewable energy. By utilizing
digester gas as an energy source, this project will eliminate the need for an onsite
emergency generation plant, and will also eliminate the need to replace existing diesel
blower drives. In addition, Staff has noted that future use of landfill gas froman
adjacent facility is anticipated, further reducing reliance on non-renewable energy
sources. Lastly, as noted above, as a pre-condition to receiving consideration for
funding by this Board, the project has received all applicable approvals from the DEP.

Thus, the Board FINDS that this project constitutes distributed generation of renewable
energy and will contribute to the goals and objectives established by the Legislature
under the Electric Discount and Energy Competition Act of 1999 and the Governor’s
Renewable Energy Task Force, which calls for 300 MW of Class | renewable energy to
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be installed by 2008. The Board FURTHER FINDS that a grant of $500,000 under the
REAP program to the Rahway Valley Sewerage Authority is appropriate and constitutes
a proper expenditure of the ratepayer funds.

Now, therefore, in accordance with the policy established by the Board and the approval
of the Clean Energy Program fund payment policies and procedures, the Board
HEREBY AUTHORIZES a grant of $500,000 to the RVSA for the purpose of designing,
constructing and installing the digester gas powered internal combustion system, in
accordance with the terms herein and in Department of Treasury approved contracts to
be executed by the parties. The Board ORDERS that a letter under the Board
President's signature be sent to the New Jersey Economic Development Authority
authorizing its payment of the grant monies to the project developer upon OCE approval
of invoiced expenses. The Board FURTHER ORDERS that the OCE Director and the
Board’s Chief of Staff be authorized to approve the payment of invoices when they are
received and found to be in order.

BY:

U T

GEANNE M. FOX

DATED: 3/7’/09/ BOARD OF PUBLIC UTILITIES

RESIDENT
A - é/é. ¢
WREDERICK F.LéUTLER CONNIE O. HUGHES
COMMISSIONER COMMISSIONER
JOSEPH L. FIORDALISO CHRISTINE V. BATOR
COMMISSIONER COMMISSIONER
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