


Events in 2011 and 2012, BPU Docket Number EO11090543 (*March 2013 Order”).
Superstorm Sandy caused more than 2.9 million customers to lose electric power, requiring
critical facilities to activate emergency contingency plans and testing the emergency
management capabilities of communities throughout the State. In the Matter of the Board’s
Review of the Utilities” Response to Hurricane Sandy, Docket EO12111050 (“May 2013 Order”).

The Community Development Block Grant Disaster Recovery Actioh Plan (“Action Plan”),
prepared by the New Jersey Department of Community Affairs ("DCA”) and approved by the
U.S. Department of Housing and Urban Development (“HUD") on Aprit 29, 2013, provides
extended discussion of the impact of the storm. The sizeable damage to the State's electrical
transmission and distribution infrastructure prevented wastewater treatment plants from
operating and forced hospitals, shelters and other healthcare facilities to consider evacuations,
Action Plan at 2-18. The detrimental effects of the electrical service disruption also extended to
quid fuel refineries, terminals and gas stations, which disrupted fuel distribution across the
region and limited the benefit of hack-up generators. Id.

B. Response to the Storm

In the aftermath of Superstorm Sandy, the federal government issued a disaster declaration for
the State that enabled New Jersey individuals and cerfain entities to access specified federal
programs, including the Hazard Mitigation Grant Program. The federal government also
enacted the Disaster Relief Appropriations Act of 2013 on January 29, 2013. Public Law 113-2,
42 U.8 C. 5189 (2013). The law appropriated additional funding through the Community
Development Block Grant Disaster Recovery (*CDBG-DR") program for communities that
experienced natural disasters during 2011, 2012 or 2013. Id. HUD would initially allocate
$1.829 Billion in CDBG-DR monies for New Jersey. 78 Fed. Req.14329 {Mar. 5, 2013). A
second tranche of CDBG-DR funding to serve New Jersey's unmet needs, in the amount of
$1.463 Billion, was subsequently announced. 78 Fed. Reg. 62104 (Nov. 18, 2013).

In response to an overwhelming number of applications o the federal Hazard Mitigation Grant
Program for backup generators, Board Staff began collaborating with other state and federal
agencies as well as the National Renewable Energy lLaboratory ("NREL"), fo identify
opportunities that would enable critical facilities, such as hospitals, wastewater treatment
facilities and shelters, to continue to operate despite prolonged eiectrical service disruption.
See National Renewable Energy Laboratory, Alternative Energy Generation Opportunities in
Critical Infrastructure, New Jersey (November 2013} ("NREL Report™.

The NREL Report examined potential methods for emhancing energy resilience at critical
facilities by combining distributed generation (“DG") technologies with microgrid technologies.
DG technology generates power at or near the site where the power is consumed. State of New
Jersey, 2011 New Jersey Energy Master Plan at 84 (Dec. 6, 2011). Microgrid technology is a
combination of a subsection of an electrical distribution system that can be isolated from the
surrounding electrical grid and an adequate DG resource that allows an electrical ioad fo be
satisfied irrespective of the status of the surrounding electrical grid. NREL Reporf at 9. As part
of evaluating greater energy resiiency, NREL also identified and discussed potential DG
technologies, including Solar Photovoltaic, Fuel Cells, Combined Heat and Power, Comhbined
Cycle and Waste to Energy systems. [d. at 10-13. The NREL Report also included an overview
of the types of programs available to leverage funding to support renewable energy and energy
efficiency technologies, including the concept of an energy bank. Id. at 17-18.

2 DOCKET NO. Q014060626



C. The New Jersey Energy Resilience Bank

in the course of applying for the second tranche of CDBG-DR funding, DCA submitted to HUD
Action Plan Amendment Number 7, Substantial Amendment for the Second Allocation of
CDBG-DR Funds ("Amendment Number Seven”} on March 25, 2014. Board Staff assisted in
the drafting of Amendment Number Seven that detailed the unmet needs of New Jersey's
energy infrastructure, including the damage fo the electrical distribution and transmission
systems and the absence of resilience technology to mitigate a cascading collapse of critical
equipment and services. Amendment Number Seven proposed the creation and capitalization
of the New Jersey Energy Resilience Bank (‘ERBE") with $200 Million of CDBG-DR funds in
order to provide technical guidance and financial instruments to encourage investment in
distributed generation and microgrid fechnologies for the purpose of enhancing energy
resilience at critical facilities. Amendment Number Seven at 3-29.

Amendment Number Seven to the Action Plan outlined two main goals for the ERB: to provide
financial and technical assistance for individual projects that will enhance resiliency and to
further develop a market that would encourage additional investments in energy resilience
projects. To achieve these goals, Amendment Number Seven provided several types of
financial instruments that the ERB could offer in order to incentivize critical facilities to install
energy resilience improvements, including but not limited to, early stage grants, direct loans,
principal forgiveness and loan loss reserve coverage for private lenders. Id. at 3-33, 3-34.

On May 30, 2014, HUD approved Amendment Seven to the Action Plan.

in anticipation of the approval of Amendment Seven, Board Staff began to identify potential
partners with which to jointly operate the ERB. The EDA’s proficiency with financial products
and investments were identified as attributes that would complement the Board’s technical
expertise and experience with energy issues. Preliminary discussions between Board and EDA
Staff, with input from DCA and the Governor's Office of Recovery and Rebuilding, evolved into
the development of the Agreement that the EDA Board approved, in substantially final form, on
July 10, 2014. E

KEY TERMS OF THE SUBRECIPIENT AGREEMENT

A. Joint Responsibilities of tﬁe Board and EDA

While the comprehensive roles of the Board and EDA in the development and management of
the ERB are set forth in the Agreement, among the key joint responsibilities are the following:
The Board and the EDA agree to jointly develop and operate the ERB program, including the
financial products, eligibility criteria, guidelings and protocols, project scoring methodology and
funding agreements. Completed applications shall be reviewed, approved, modified or rejected
by the EDA and the Board, where appropriate. The Board and EDA shall also determine and
manage an appeals process for unsuccessful applicants. An annual budget for the ERB shall
be jointly developed and presented to the Board and to the EDA for approval. In addition, the
Board and the EDA shall jointly publicize and market the technical and financial services offered
by the ERB. '

B. Responsibilities of the Board

The Board will be responsible for providing expertise in the areas of energy, resilience benefiis
and technical considerations concerning the development and operation of the ERB. The
Deputy Director of the ERB will be a Board employee and will be hired by the Board with input
from the EDA. The Deputy Director will report to both the Board and the EDA. The Board will
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also hire, train and manage any additional Board staff to facilitate the ERB program. The Board
shall propose eligibility requirements for ERB projects and advise prospective applicants on the
benefits and viability of various energy resilience technologies. The Board shall also manage
project inspections including pre-construction, construction and post-construction inspections
and process HUD construction certifications. In conjunction with the EDA, the Board shall
provide all technical based information necessary for the EDA to meet HUD reporting
requirements.

C. Responsibilities of the EDA

The EDA will provide its financial expertise in the development and operation of the ERB
including capitalization and portfolio management. The Executive Director of the ERB wilt be an
EDA employee and will be hired by the EDA with input from the Board. The Executive Director
will report to both the EDA and the Board. The EDA will also hire, train and manage any
additional EDA staff to facilitate the ERB. The EDA shall also conduct a financial review of
projects that successfully complete a technical review by the Board. In addition, the EDA will
finalize the financing agreements and disburse ERB funds in accordance with EDA or Board
conditions. EDA will provide customer relationship management including informationai,
accounting and notification services. The EDA shall also publish reports on the performance of
the ERB, inciuding any report or auditable trail required by HUD pursuant to the sub-recipient
agreement between DCA and EDA

FUNDING

As set forth in Amendment Number 7 of the Action Plan approved by HUD, $200 Million from
CDBG-DR funds will be used to capitalize the ERB and reimburse program development costs.
The Agreement also permits the Board to alflocate funding from the Clean Energy Trust Fund to
the ERB during Fiscal Years 2015 - 2018 pursuant to the Board's discretion and in compliance
with its statutory authority under EDECA.

EFFECTIVE DATE AND SIGNATURE

The Agreement shall be effective upon the execution by both the Board President and Chief
Executive Officer of the EDA and the service on the EDA of a Board Order approving the
execution of the agreement.

PROGRAM'S POTENTIAL BENEFITS

Board Staff has reviewed the proposed Agreement between the Board and the EDA for the
purposes of jointly creating and operating the ERB and believes that the agreement is
necessary to jointly implement the ERB program as proposed by the Action Plan. The approval
of the Agreement will allow the State to utilize CBDG-DR funds to support DG and microgrid
technoiogy investments that will provide greater energy resilience at critical facilities and support
the renewable energy and energy efficiency goals of EDECA and the 2011 Energy Master Plan,

DISCUSSION AND FINDINGS

The Board has reviewed the Agreement to develop and operate the New Jersey Energy
Resilience Bank in partnership with the EDA. The Board believes that entering into this
partnership with the EDA will encourage investment in renewable energy, energy efficient,
distributed generation or additional technology that will improve energy resiliency at critical
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facilities to the benefit of ratepayers. Board approval of this partnership should also strengthen
the community's confidence in the renewable energy and energy efficiency incentive programs
authorized by EDECA.

Based on the above, the Board HEREBY APPROVES the Agreement between the EDA and
the Board and HEREBY AUTHORIZES the Board President to execute the Agreement.

DATED: & / /& / 4 - g\c{)'ARD OF PUBLIC UTILITIES
- DIANNE SOLOMON
~ PRESIDENT 3
ﬂ)‘—f%"‘&&/fﬁ )//CL/ . / L 7y hn A
JEANNE M. FOX j - 4JOSEPH L. FIORDALISO
OMMISSIONER | COMMISSIONER

How-esa Hbd.
" MARY-ANNA HOLDEN
- COMMISSIONER

ATTEST: M

KRISTHZZO
SECRETARY
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