NEW JERSEY MUNICIPAL

ENVIRONMENTAL JOINT INSURANCE FUND
Establishing A Municipal Sustainable Energy Joint Meeting
[image: image5.emf]
February 20, 2009

TABLE OF CONTENTS

1EXECUTIVE SUMMARY


2THE BASIC PRINCIPLES OF THE SEM


4Gas Procurement Exercise


6SEM MEMBER BENEFITS & SERVICES


6Data Warehouse


6Group Purchasing


6Education and Advice


7PROPOSED FUTURE SEM SERVICES


7Energy Efficiency and Conservation


7Renewable Energy Alternatives


8Environmental Sustainability Practices


8Greenhouse Gas Emissions Assessment


8Outside Funding Assistance


9SEM OGRANIZATIONAL STRUCTURE


SEM MEMBER COSTS--------------------------------------------------------------------------------------------10

11NEW JERSEY DEPARTMENT OF COMMUNITY AFFAIRS


11Requirements for a Joint Meeting


12Requirements for an Aggregation Group


13Requirements to Utilize a Reverse Auction Exchange




EXECUTIVE SUMMARY

One of the largest operating costs (and certainly one of the most unpredictable) facing New Jersey public entities today is that of natural gas, electricity and other forms of energy which have been on a steady course of increase over the past few years.  

In addition to rising energy costs, municipal energy users are concurrently facing:

· Social and regulatory pressure to reduce dependence on foreign oil; 

· Pressure to increase the use of energy generated by renewable sources, and; 

· Mandates to reduce greenhouse gas emissions

Energy may well be the most pressing issue facing public entities today.

The New Jersey Municipal Environmental Joint Insurance Fund desires to establish a Sustainable Energy Meeting (SEM) that would serve its members as a knowledge-based energy purchasing group designed to help New Jersey public entities initially reduce their energy costs and ultimately meet their social and regulatory obligations.  

The initial approach would be to have municipalities join the SEM for a nominal fee and then to provide their electric and gas usage and load curves, for inclusion in a joint database that provides the information necessary to facilitate the joint purchasing of these energy items.  The SEM will also be a repository of other energy-related information such as energy conservation measure feasibility studies, designs and operating results which will enable SEM members to make informed investment decisions relating to energy infrastructure. Specifically, the SEM over time would help its members to:

· Procure energy more economically by taking advantage of economies of scale and the favorable “portfolio effects” of an aggregated load profile

· Reduce the demand for, and the cost of, energy procured from non-renewable sources through the use of energy conservation and efficiency technologies

· Increase the use of renewable energy sources, thereby reducing overall energy costs

· Reduce greenhouse gas emissions

· Provide a more ecologically friendly and a healthier environment for employees and the surrounding community

To test the validity of the initially anticipated energy procurement benefits resulting from the establishment of an SEM, over the course of this past summer, BSG-PMK energy staff compiled and analyzed sample data on electric and natural gas usage for several trial municipal members in an effort to understand representative usage patterns and to estimate potential savings if an aggregated purchase were to be made.  Based on the information revealed in this analysis, and historical pricing information, it is reasonable to assume that there can be an expectation of savings if these municipalities were to aggregate their electric and natural gas loads and procure these commodities jointly from a third party supplier.  If one were to extrapolate the potential savings for a larger municipal group and institute cutting-edge procurement strategies and techniques (e.g. reverse auction exchange), additional savings would certainly be possible.  

THE BASIC PRINCIPLES OF THE SEM

Initially, the primary services of the Sustainable Energy Meeting (“SEM”) will be to provide its members with a medium for load aggregation.  Load aggregation is the formation of a group of consumers (in this case, municipalities) into a single buying pool for the direct purchase of electricity or gas supply. The aggregation of municipalities pooling their loads to attract favorable rates is done with each participant entering into a service agreement directly with an energy supplier chosen by an aggregator.  

As an example, the most competitive electricity prices are available through purchases on the wholesale market but because wholesale electricity is sold in large blocks, buyers who are in the market with large load have the strongest bargaining leverage.  

Generally to gain the benefits of procurement on the wholesale market, a customer should have peak demand of one megawatt or more.  If a municipality has peak demand of less than 1MW, its ability to participate in the wholesale market is severely restricted.  One of the benefits of forming an aggregation group is that the individual municipality by virtue of its demand being aggregated with other municipalities, gains access to the wholesale market.

The average demand for seven of the municipalities who participated in our sample study is shown below.  While we must be clear that average demand isn’t peak demand, even if we assumed that average demand was one half peak demand (a reasonable assumption for the type of loads these accounts represent), none of the seven would achieve a demand in excess of one megawatt.  Taking the group as a whole however, we can see that we will easily achieve the minimum demand levels required to make the aggregated group more attractive to a wholesale supplier.
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	Month
	Stafford
	Haledon
	Brick
	Brielle
	Manchester
	Bellmawr
	Summit
	Portfolio

	1
	437
	260
	394
	147
	202
	93
	521
	2,054

	2
	436
	241
	444
	219
	263
	103
	563
	2,269

	3
	609
	230
	399
	152
	253
	91
	467
	2,201

	4
	451
	211
	400
	285
	239
	90
	507
	2,184

	5
	422
	175
	367
	195
	202
	116
	475
	1,952

	6
	385
	237
	381
	148
	211
	87
	483
	1,932

	7
	447
	206
	351
	151
	224
	96
	458
	1,934

	8
	456
	207
	352
	166
	217
	91
	541
	2,030

	9
	436
	215
	374
	164
	239
	109
	537
	2,075

	10
	410
	230
	365
	157
	204
	114
	505
	1,984

	11
	387
	207
	400
	165
	202
	104
	556
	2,021

	12
	409
	187
	383
	150
	214
	86
	492
	1,922


Like any commodity market, the power market changes constantly depending upon factors such as supply availability, demand, weather, legislation, regulations, etc.  These changes can affect the price on an hour-to-hour basis.  Wholesale and retail suppliers watch this market constantly and identify opportunities to buy when pricing and terms are most advantageous for their portfolio of customer demand but, they will also trade for their own accounts without any intention of taking delivery of the physical commodity.  This introduces a large element of speculation and price volatility into the market.  

Municipalities working with an aggregator have access to choices in the type of service they receive which is reflected in their contract structure and purchasing protocol in attaining their load.  Depending upon which type of service is selected, participants in the aggregation pool may have opportunities to take advantage of favorable price moves in the electric market which would not be available to them if they were on utility default service or on a fixed price contract.

The aggregator’s primary role is to act as an agent, introducing the interested municipalities to a suitable supplier.  The aggregator determines what service the participants want to acquire, solicits bids and chooses a supplier.  When the supplier is chosen, the aggregator and the municipalities enter into the service agreement with the supplier that reflects the participant’s needs.  After this point the aggregator’s role is monitoring and overseeing the service agreement or contract.  

The desired services and features of the aggregated members should be considered individually and as a group in order to make sure the aggregator facilitates the supply of what is desired.  Possible options include:

· Guaranteed prices that don’t exceed the default service known as Basic Generating Service (“BGS”) from the Local Distributing Company (“LDC”).

· Guaranteed savings in annual electricity costs over a specific term of the contract (a combination of competitively sourced electric supply and the implementation of energy efficiency measures to reduce consumption can achieve this)

· Price predictability -  Some customers may want a locked in fixed price for a specific time frame, others might want to lock in a fixed amount for the entire length of the supply agreement, while still others want an indexed price tied to a published market price.  

· Pricing Options – For example, the ability to choose between a fixed annual price, time of use pricing or monthly market prices.  An aggregated supply portfolio can be structured to meet the needs of its members.  For example there are a variety of services or products that can be purchased to meet energy needs.  Suppliers offer base load, peak load and even “super” peak load to meet member demand over a given period.  Municipalities may opt for “full requirements” which caps their energy costs and limits their exposure to price volatility.  Full requirements has its advantages but the members end up paying a premium for asking the supplier to assume the risks associated with meeting variable load requirements.

· Bill Options – For example the ability to choose a budget payment option which would insulate the energy user from swings caused by weather or other influences.  Other billing options might include being able to pay on-line or consolidated billing for those members with multiple meters.

· Power that is “green” or from strictly renewable sources.

Making use of resources with the skills necessary to analyze load data and negotiate terms is one of the primary functions of aggregation.   Some of these needed skills include; analyzing load data, administering the RFP process, conducting negotiations with suppliers and providing ongoing management, post contract, on behalf of members.  Gaining an understanding of how individual load factors, cost of service and supply objectives impact pricing for members is a time and resource intensive process.  

The primary benefits of aggregation are:

· Lower Transaction Costs – By eliminating most of the effort associated with the screening and selection process, the aggregator enables municipalities to choose a competitive supplier with a greatly reduced transaction cost.

· Competitive Dynamics – Load aggregation can foster competition by allowing low-use customers to take advantage of the market.  Suppliers are usually much more willing to compete for a large group of individual customers by responding to a sole request for proposals.  With the high costs of customer acquisition, relatively few suppliers are wiling to compete for low-use municipalities one at a time.

· Greater Buying Power – Municipalities today use pooling or shared services as a way to obtain services or products at favorable prices and terms.  The same can be true for electricity.  Due to economies of scale, load aggregation can increase the buying power of participants, especially if they are looking for customized or specialized services.  As an example if a load aggregator goes to the market looking for things such as green power, load control and energy efficiency services, or a range of pricing options, he will have more buying clout and options as part of a group than if he were an individual customer.  An aggregated load can enable the supplier to capture market share at a relatively low transaction cost. 

· Savings from Load Diversity – As will be seen when we look at our sample of municipalities which offered load data as part of this study, an aggregated load is usually more attractive (less variable and volatile) than a single user load.  That is, the variability in single user loads tend to cancel each other out, producing a more attractive (or flat)  load profile to the supplier.  Suppliers don’t like variability in a load.  They would prefer to have a uniform demand round the clock because it is easier to supply and to plan for.  When there is variability in a load, the load becomes more difficult (i.e. expensive) to serve.  

Gas Procurement Exercise

The following table and graphs demonstrates the usage, usage patterns and approximate costs by municipality for a sampling of towns who participated in the initial SEM survey.  
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* May, 2007 for Manchester was used for May, 2008
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Based on a survey of interested gas suppliers, the potential cumulative savings from aggregating the gas purchase for the six municipalities is demonstrated in the table above and ranges from 6% to 8%.  The anticipated savings clearly depends on the overall usage of natural gas by each municipality.

SEM MEMBER BENEFITS & SERVICES

The SEM will offer the following benefits and services to its members:

· Serve as a data warehouse

· Provide group purchasing power

· Provide education and advice

Data Warehouse

The amount of information being generated from external sources about energy, global warming, greenhouse gasses, energy conservation, renewable energy, and more is increasing minute by minute.  Additional information is being generated each time an energy conservation and efficiency audit is conducted in a facility; each time recommendations are made for conservation or greenhouse gas emissions reductions based on specific equipment and systems; when the availability of wind, solar or geothermal resources are identified in specific locations; and when other sustainable engineering and operational practices are identified, implemented and measured.

The SEM will gather this data from external sources and from the experience of its members, and make it available to all members in a searchable database.  This will allow for a rapid transfer of information, knowledge and experience among the SEM members.

Group Purchasing

Purchasing energy at the lowest possible cost is essential to all energy consumers.  As with many commodities, competition among suppliers can produce the best price and the best contractual terms.  While a single entity can realize the benefits of this competition, suppliers can offer better prices and better contract terms to larger, aggregated accounts.  The benefits of group purchasing power extend to potential renewable energy projects; sustainable engineering and operational products and services; and energy efficient equipment and systems.

The SEM will not be just another purchasing cooperative.  As stated above, the SEM will be a knowledge-based purchasing group which will allow each member to take advantage of increased purchasing power resulting from the knowledge and experiences of its members and of the energy and sustainability community at large.

SEM energy usage and procurement strategies will include a review of energy usage through an assessment of historical energy usage data and costs.  Various forms of energy should be evaluated, including electric, natural gas, fuel oil, diesel, and gasoline.  Procurement strategies may include the option to purchase power from “green” sources, and may include the use of a reverse auction energy exchange in an effort to secure the lowest possible cost for energy. 

Education and Advice

As described above, information about energy and sustainability issues is voluminous, is increasing exponentially, and can sometimes be confusing and conflicting.

The SEM, through its professional consultants, will be available to each member to provide education and advice on all energy related matters, including technical, regulatory, financial, and societal.  Activities will be proactive, such as scheduled seminars, one-on-one or departmental training sessions, newsletters and Website access, as well as responsive to specific member needs and questions.

PROPOSED FUTURE SEM SERVICES

While aggregated procurement services represent one of the most important services the SEM can offer its members, over time, there are other services which should evolve that will allow the member to take a more strategic approach to energy management.  It is anticipated that the specific strategies for the proposed future services of the SEM will ultimately include separate, but related and co-dependent, components, such as:

· Energy Savings Plan (Energy Master Plan)

· Energy Efficiency and Conservation

· Renewable Energy Alternatives

· Environmental Sustainability Practices

· Greenhouse Gas Emissions Reductions

· Provide assistance in obtaining outside funding

The SEM will be designed to assist its members in developing a comprehensive sustainable energy savings plan (energy master plan) to implement integrated strategies.  This plan would include but not be limited to:

· Contain the results of an energy audit 

· Describe the Energy Conservation Measures identified from the results of the audit

· Identify opportunities for the production of energy produced from renewable sources 

· Identify estimated greenhouse gas reductions resulting from the implementation of the energy conservation measures

· Identify all design and compliance issues that require the professional services of an architect or engineer 

· Include an assessment of the risks involved in the successful implementation of the plan

· Identify the eligibility for PJM demand response and curtailable service activities

· Include schedules showing calculations of all costs of implementing the proposed energy conservation measures and the projected energy savings

· Identify maintenance requirements necessary to ensure continued energy savings

Energy Efficiency and Conservation

The first step in any program to reduce energy costs must be to reduce energy usage through specific energy efficiency and energy conservation measures in a facility. These measures must address fully integrating the building envelope, mechanical and lighting systems, and operations to achieve the optimal mix of comfort, functionality, and efficient use of energy resources.  These measures must also include a strategy to measure and verify the savings that result.

Renewable Energy Alternatives

Increasing the use of renewable energy sources will reduce energy costs, reduce greenhouse gas emissions, and be socially responsible.  On-site renewable energy technologies that should be evaluated include solar, solar-thermal, geothermal, and wind.  Measurement and verification of the amount of power generated and the savings that result, as well as market strategies (trading, hedging, etc.) for the management of any green tags (renewable energy credits) or SRECs resulting from renewable energy applications must be part of any renewable energy implementation.

Environmental Sustainability Practices

Employing sustainable building and environmental practices will result in reduced energy and operations and maintenance costs; and produce a healthier environment (both indoor and outdoor) that should lead to increased satisfaction by employees and the general public. Practices should be implemented that promote the efficient use of natural resources and so that ecosystems are allowed to function naturally.  The efficient use of “green” building construction practices and facility operations and maintenance activities  should be based on the United States Green Building Council’s (USGBC) LEED (Leadership in Energy & Environmental Design) voluntary “Green Building” rating system, and the United States Environmental Protection Agency Energy Star program.

Greenhouse Gas Emissions Assessment

Implementing energy efficiency measures, renewable energy technologies, and energy procurement strategies will result in the reduction of greenhouse gas emissions.  However, before reductions can be measured, a baseline of current emissions must be established for all sources which combust natural gas, fuel oil, diesel fuel and/or gasoline.  Further recommendations for greenhouse gas emissions reductions may then be developed, with the goal to satisfy Governor Corzine’s Executive Order No. 54.

Outside Funding Assistance

Taking steps to reduce energy costs and meet social and regulatory obligations usually comes with an upfront cost.  Savings may be realized over time, but the initial cost of studies, engineering designs, and capital projects can be prohibitive in today’s economy.  Funding sources do exist in the form of grants, low interest loans, shared savings programs, rebates, and innovative financing programs, but finding these opportunities and then navigating through the maze of requirements and applications can be a daunting task.

The SEM, through its professional consultants, can identify the general funding sources available, and identify specific funding sources to meet a particular member’s needs.  Assistance in preparing necessary applications, follow-up after application submittal, and administration of grants or other funding received will also be provided.

SEM OGRANIZATIONAL STRUCTURE

The organizational structure required to implement the SEM is relatively straight forward.  Municipalities would join together to form a Sustainable Energy Joint Meeting according to DCA rules and regulations and then employ professionals in the fields of external audit, treasurer, and energy.  (We believe that the Executive Director position can also serve as the SEM Attorney.)  The selected energy consulting professional would act as the procurement specialist on behalf of the SEM members.
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SEM MEMBER COSTS

Municipalities do not have the internal staff with the expertise to conduct energy audits and to analyze energy costs and the various alternative energy programs that currently exist.  This may lead to a reluctance on their part to participate in new energy conservation programs without an analysis of the impacts upon the municipality.  As part of implementing energy alternatives whether they be supply side of demand side, someone needs to compare the cost of the alternative.  Without the qualified assistance of a knowledgeable party, these alternatives may not be considered and herein lies additional value available from an SEM.

The establishment of an SEM will require the engagement of qualified professionals, including attorneys and engineering/energy consultants to assist with its operation.  A suggested organizational structure was shown above and we can assume that the initial cost for supporting this structure with 60 municipal members (varying in size) including professional fees, overhead cost, operating expenses, etc., would be in the $100,000 range.  This would cover the attorney and auditor, with the energy consultant taking his fee as a “backend” adder paid by the gas or electric supplier. 

Using the estimated savings from aggregation in our sample study, a typical municipality would expect to save at least 4% on electric expenditures and around 7% on gas expenditures.  This would translate to around $18,000 per year on a pre-aggregation electric and gas budget of around $412,000 per year for a typical municipality.  

As indicated, the SEM would have a very low overhead structure and is envisioned initially with only costs for professionals with the primary fees paid to the engineering/energy consultants.  With this type of overhead structure, the SEM is projected to have an operating budget of $150,000.  Since many of the costs of the SEM are fixed, as other towns are added to the buying pool, beyond the initial 20 or so needed to break even, the savings would begin to accumulate for the members and with the additional scale, it is likely that greater economies would be achieved.

	Average Annual Electric per Participant
	$360,000
	
	
	
	
	
	

	Savings Realized with Aggregation
	4%
	
	
	
	
	
	

	Savings per Participant
	$14,400
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Average Annual Gas per Participant
	$52,000
	
	
	
	
	
	

	Savings Realized with Aggregation
	7%
	
	
	
	
	
	

	Savings per Participant
	$3,640
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Average Gas and Electric per Participant
	$412,000
	
	
	
	
	
	

	Savings Realized with Aggregation
	4.38%
	
	
	
	
	
	

	Savings per Participant
	$18,040
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Number of Participants
	60
	120
	180
	240
	300
	360
	420

	Average Savings per Participant
	$18,040
	$18,040
	$18,040
	$18,040
	$18,040
	$18,040
	$18,040

	Total Savings before SEM Fixed Costs
	$1,082,400
	$2,164,800
	$3,247,200
	$4,329,600
	$5,412,000
	$6,494,400
	$7,576,800

	Initial Membership Costs of SEM @ $600 /
	$36,000
	$72,000
	$108,000
	$144,000
	$180,000
	$216,000
	$252,000

	Estimated Backend Fees on Gas and Electric Procurement
	$54,960
	$109,920
	$164,480
	$219,840
	$274,400
	$329,360
	$384,320

	Net Savings to SEM for OH and Distribution to Members
	   $991,440
	$1,982,880
	$2,974,720
	$3,965,760
	$4,957,600
	$5,949,040
	$6,940,480

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Additionally, the SEM would not solely be an aggregation initiative but should evolve into a data-driven, knowledge based resource that utilizes both supply and demand side strategies to optimize energy management on behalf of its members.  Savings accruing to the members from non-aggregation strategies and insights would only increase member savings.   

It is suggested that the initial funding for the SEM be viewed as being structured on a shared savings basis meaning part of the savings from the aggregation initiative is used to pay the fixed fees of external parties who are servicing the SEM.  After a solicitation of municipalities, as the table above shows, if a minimum of 60 municipalities expressed an interest in joining the SEM, this would produce expected savings in the range of $1,000,000 and after paying for the SEM operating costs the leftover savings would be available for the founding members of the SEM.  As the SEM membership grows, with SEM operating costs being relatively fixed, the dollar amount and percentage of savings will increase. 

NEW JERSEY DEPARTMENT OF COMMUNITY AFFAIRS

Requirements for a Joint Meeting

A Joint Meeting is defined as the governing bodies of any two or more local units that enter into a Joint Contract, which provides for the joint operation of public services, public improvements, works, facilities, or undertakings which the local units are empowered to operate.  

A Joint Contract may provide for any services that a participating contracting local unit is legally authorized to provide for itself. Those services include, but are not limited to, general government administration, health, police and fire protection, code enforcement, assessment and collection of taxes, financial administration, environmental protection, joint municipal courts, and youth, senior citizens and social welfare programs. 

The Joint Contract will describe the public services or undertakings which the contracting local units want to operate jointly and will describe in general terms the manner in which these public services or undertakings will be jointly operated, as well as the respective duties and responsibilities of the contracting local units. 

The governing bodies of any two or more local units may enter into a joint contract, for a period not to exceed forty years, to provide for the formation of a joint meeting for the joint operation of any public services, public improvements, works, facilities, or undertakings which the local units are empowered to operate.

· Notwithstanding any law to the contrary concerning approval of contracts, the joint contract shall be subject to approval by resolution of the governing bodies of each of the local units prior to its execution by the official or officials who are authorized to execute a joint contract. 

· The joint contract shall specify the name by which the joint meeting shall be known. 

· The joint contract may be amended from time to time by agreement of the parties thereto, in the same manner as the original contract was authorized and approved. 

· A copy of every resolution creating a joint meeting, and every amendment thereto shall be forthwith filed with the director of the DCA.

Requirements for an Aggregation Group

Aggregation places small energy consumers on equal footing with large energy users in the competitive electric market by creating bargaining power.  It does this by making small users part of a large load attractive to suppliers, giving them the benefit of sophistication and resources needed to negotiate favorable terms, and enabling them to be the beneficiaries of longer-term power purchase agreements.  Marketing efficiency and market power of small users are also increased and improved by reducing the total costs, including transaction costs of the competitive provision of energy service to small users.

Ultimately, aggregation will make the market for small consumers more attractive to prospective suppliers by significantly lowering marketing and administrative costs and business risks associated with serving this market.

The law and standards set up several general ground rules on what local government units are allowed to do.

· A government aggregator may enter into a contract for the purchase of electric generation service or gas supply service only from a TPS.

· A government aggregator is permitted to contract for electric generation service, electric related service, gas supply service or gas related service for its own facilities or with other government aggregators pursuant to the Local Public Contracts Law, the Public School Contracts Law or the County College Contracts Law.

· A county or municipal government may obtain electric generation service, electric related service, gas supply service or gas related service for its own facilities or with other government aggregators.

· A county or municipality may contract for electric generation service or gas supply service for business and residential customers within its territorial jurisdiction.

· A county or municipal government aggregator may combine the electric generation service or gas supply service for its own facilities or other government aggregators with that of business and residential customers.

There are also laws and standards that establish procedures for cooperative pricing systems.  These include:

· Two or more local contracting units may join together to form a cooperative pricing system for the sole purpose of purchasing energy or an existing system may add energy as a commodity to be purchased.

· Two or more registered cooperative pricing systems may join together for the purchase of energy and form a regional energy cooperative.

· Local governments seeking to: (1) form a new cooperative pricing system for the purchase of energy; (2) create a regional energy cooperative; or (3) add energy as a commodity to be purchased by an existing approved cooperative pricing system, must, without exception, submit the required information for Division of Local Government Services approval and registration.

When a cooperative pricing system is formed solely of local governments – referred to as government - to government – the system may purchase electric and gas supply as well as electric and gas related services.  However, when business and residential customers are commingled with local governments, only local governments are eligible to purchase electric and gas related services.

If the lead agency of a cooperative pricing system is a local contracting unit other than a county or municipality, and, the membership of the system includes counties and municipalities, the system, shall not include, any local government which seeks to provide electric generation services and gas supply service to its residential and business customers.

The bid specifications issued by a cooperative pricing system must reflect whether or not a contracting unit may utilize the contract with the approval of the lead agency and the selected TPS under the following conditions: 

· A member not providing initial estimated electric generation service or gas supply service requirements, or

· A contracting unit which becomes a member after the contract has been awarded.

The lead agency of a cooperative pricing system shall determine prior to the solicitation of bids whether the electric generation service or gas supply service estimates submitted by a duly registered member of the system shall be considered firm and binding or a member may withdraw its electric generation service or gas supply service estimates even after a TPS has been selected.  The mechanism for determining system-wide consensus shall be the responsibility of the lead agency.

Requirements to Utilize a Reverse Auction Exchange

The Local Unit Electronic Technology Pilot Program and Study Act (P.L. 2001, c. 30.) (the “E-Procurement Act”), allows the Department of Community Affairs to allow local units to purchase commodities and services, including gas supply service or gas related service, through means of the internet and related technologies.  Local units subject to the provisions of this law are school districts pursuant to the Public School Contracts Law, N.J.S.A. 18A:18A-1 et seq., and contracting units pursuant to the Local Public Contracts Law, N.J.S.A. 40A:11-1 et seq.

The key element of the law is the ability of the Division of Local Government Services in the Department of Community Affairs to grant waivers of many traditional procurement procedures when internet or other technologies are used to procure certain goods and services.  Local units may develop their own plan for submission or utilize the pre-approved plan of a private company.  The Division of Local Government Services must approve the plan for undertaking the procurement through the Reverse Auction. 
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$                 





 





17,322.92





$   





 





17,275.55





$   





 





22,809.74





$    





 





54,899.72





$    





 





26,350.16





$    





 





Approximate Procured 





Cost





32,692.72





$                 





 





16,357.21





$   





 





16,606.91





$   





 





21,056.27





$    





 





51,727.48





$    





 





24,540.70





$    





 





Savings





1,957.34





$                   





 





965.71





$        





 





668.64





$        





 





1,753.47





$      





 





3,172.24





$      





 





1,809.46





$      





 





Savings





6%





6%





4%





8%





6%





7%
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