MEMORANDUM

FROM:
Jeanne M. Fox, President



Board of Public Utilities

TO:

Jon S. Corzine, Governor

SUBJECT:
American Recovery and Reinvestment Act of 2009



Assurances to Obtain Additional Grants under Section 410

Section 410 of the American Recovery and Reinvestment Act of 2009 (ARRA) appropriates money for grants in a category entitled “Department of Energy—Energy Programs—Energy Efficiency and Renewable Energy.”  A significant portion of the grant money is available to a state only if the only if the Governor notifies the Secretary of Energy in writing that the Governor has obtained assurances regarding:

· Alignment of utility financial incentives with energy efficiency;

· Implementation of building codes with respect to energy efficiency; and

· Prioritization of grants.

I understand that Commissioner Doria is providing you with the assurance concerning building codes.  I am pleased to provide you with the following assurances concerning the alignment of utility financial incentives with energy efficiency, and prioritization of grants:

1.
The New Jersey Board of Public Utilities (Board) is the New Jersey regulatory agency with ratemaking authority over electric and gas public utilities.   The Board will seek to implement, in appropriate proceedings for each electric and gas public utility, a general policy that aligns utility financial incentives with helping their customers use energy more efficiently, that provides timely cost recovery and a timely earnings opportunity for utilities associated with cost-effective measurable and verifiable efficiency savings, and that does so in a way that sustains or enhances utility customers’ incentives to use energy more efficiently.

The Board is making this assurance under the authority of N.J.S.A. 48:3-91.  That law authorizes electric public utilities and gas public utilities to provide and invest in energy efficiency and conservation programs in their respective service territories on a regulated basis, and to invest in Class I renewable energy
 resources or offer Class I renewable energy programs on a regulated basis.  Under the same law, the Board may also direct electric public utilities and gas public utilities to undertake energy efficiency, conservation, and renewable energy improvements.

N.J.S.A. 48:3-91 provides the Board with broad authority to establish a general policy that aligns utility financial incentives with helping their customers use energy more efficiently.  The law also authorizes the Board to provide timely cost recovery and a timely earnings opportunity for utilities associated with cost-effective measurable and verifiable efficiency savings.  Using these authorities, the Board can sustain or enhance utility customers’ incentives to use energy more efficiently.

Specifically, N.J.S.A. 48:3-91 authorizes the Board to place appropriate technology and program cost investments in the respective utility's rate base, or to provide for recovery of the utility's technology and program costs through another ratemaking methodology approved by the board.  The law provides further that all electric public utility and gas public utility investment in energy efficiency and conservation programs or Class I renewable energy programs may be eligible for rate treatment approved by the board, including a return on equity, or other incentives or rate mechanisms that decouple utility revenue from sales of electricity and gas.

2.
With respect to the additional grants under part D of title III of the Energy Policy and Conservation Act (42 U.S.C. 6321 et seq.), from amounts appropriated under the heading ‘‘Department of Energy—Energy Programs—Energy Efficiency and Renewable Energy’’ in Title IV of the American Recovery and Reinvestment Act of 2009, the Board will to the extent practicable prioritize the grants toward funding energy efficiency and renewable energy programs, including—

(A) the expansion of existing energy efficiency programs approved by the State or the appropriate regulatory authority, including energy efficiency retrofits of buildings and industrial facilities, that are funded by the State, or that are funded through rates under the oversight of the New Jersey Board of Public Utilities, to the extent applicable;

(B) the expansion of existing programs, approved by the State or by the New Jersey Board of Public Utilities, to support renewable energy projects and deployment activities, including programs operated by entities which have the authority and capability to manage and distribute grants, loans, performance incentives, and other forms of financial assistance; and

(C) cooperation and joint activities between States to advance more efficient and effective use of this funding to support the priorities described in this paragraph.


We look forward to using the additional federal grants in a way that creates jobs for New Jerseyans and helps to further our progress toward an energy infrastructure that provides a reliable supply of energy at an affordable price, consistent with the State’s environmental goals.

� “Class I renewable energy” means electric energy produced from solar technologies, photovoltaic technologies, wind energy, fuel cells, 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.  N.J.S.A. 48:3-51.





