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October 2026
TO: ESIP Stakeholders
FR: NJBPU Staff
RE: Utility Program Closed Network Direct Install and ESIP

Background

On June 18, 2025, the New Jersey Board of Public Utilities (“NJBPU” or “Board”) issued an Order authorizing electric and gas utilities to use a direct contracting (i.e., “closed network”) model for their Direct Install (DI) public sector program pathway. Under this Order, the program qualifies for an exception to public bidding under N.J.S.A. 40A:11-5(1)(f), N.J.S.A. 18A:18A-5(a)(7), and N.J.S.A. 18A:64A-25.5(a)(8) of the Local Public, Public School, and County College Contracts Laws, respectively, contingent upon Board approval of tariff sheets establishing pricing for public sector DI services. As of June 10, 2026, all energy utility companies have submitted the required tariff sheets.

The Direct Install (DI) Program
The Direct Install program implements “turnkey” energy savings measures in areas such as lighting, refrigeration, and HVAC that would be eligible for substantial incentives and repayment options with 0% interest.[footnoteRef:1] Direct Install is tailored to existing small- and mid-sized non-residential facilities with an average annual energy demand of less than 300 kilowatts/40,000 therms. Specifications for the work to be performed are generated from an energy usage assessment (i.e., a non-investment grade energy audit) of the contracting unit’s facilities.   [1:  Direct Install projects implemented as part of the Energy Savings Improvement Program (ESIP) may not utilize financing provided by an energy utility because of the specific financing requirements of the ESIP. This guidance applies to all ESIP projects that are eligible for Direct Install closed network incentives. In addition to following DLGS and Board guidelines, any ESCO that utilizes the Closed Network Direct Install program shall remain compliant with the applicable public contract law - Local Public Contracts Law, Public School Contracts Law or County College Contracts Law.] 


DI Closed Network Model as Exception to Competitive Bidding
Under the “closed network” model, the utility serves as the general contractor and competitively selects subcontractors through a formal solicitation process. The utility is responsible for hiring trade allies and engineers who complete the following: energy audits, installing energy efficiency improvements, verifying work completion, evaluating energy savings, and finalizing project financing. All work is performed according to tariff sheets approved by the Board. Contracting units are authorized to use exceptions to competitive bidding because the charges are in accordance with “tariffs and schedules …made, charged and exacted, filed with [the Board].”

Audit Process 
To participate in the Direct Install Program, a Contracting Unit needs to have an energy audit that lists energy conservation measures. The energy audit must be either a Clean Energy Program Local Government Energy Audit (LGEA) or ASHRAE Level 1 & Level III for lighting audit and must be performed by a Treasury, Department of Property Management and Construction (DPMC) qualified Energy Auditor (P-051).  The audits must be completed no more than three (3) years from the date the contracting unit solicits bids for work recommended in the audit.  For any customer/project that has applied to the DI program prior to July 16, 2025, the audit completion date shall be no more than five (5) years before the date the contracting unit solicits bids for work. The contractor performing the audit work cannot do the DI scope of work. In addition, starting September 1, 2025, BuildingSync compliant software must be used for the audit report. 

ESIP Requirement 

The Energy Savings Plan for each project must include information on the completed audit being used to obtain the incentives.  Specifically, it must include the following:

A. Audit Report Information
	• Date Completed: [MM/DD/YYYY]
	• Auditing Firm: [Name of the Firm]
	• DPMC Qualification

B. Itemized Measures Identified
Each ECM must be listed with:
	• Measure Name/Description
	• Estimated Savings (kWh, therms, gallons, etc.)
	• Utility Incentives Available
		o Rebate or incentive program name
		o Estimated amount ($)
	• Measure Priority (Low/Medium/High) 

The Energy Savings Plan must include within the incentive write up which measures have been recommended for implementation and the dollar amount of the incentive (itemized) for each specific measure. Again, the utility incentive for each measure must be clearly delineated. Aggregate totals will not be accepted. 

Implementation of Recommendations: A Public Entity is “assigned” a contractor which has been vetted through the entity’s respective utility provider. This contractor will do the work recommended in the energy audit report.  The procurement should be open to all qualified bidders; however, the process may provide an opportunity for a bidder to indicate whether they are a trade ally and for which utility. Only the trade allies of a given utility would be able to receive incentives from that utility.  

As-Built Documentation
ESIP Requirement: Upon completion of the project, a final “As-Built” report must be created and submitted to the ESIP Coordinator; this report must include final incentive totals.  NOTE: the On Bill Repayment option with the Closed Network program may not be used if doing an ESIP.

The As-Built report must contain the following:
 
A. Final Installed Measures
 • List of all ECMs installed
 • Any deviation from the original audit (with justification)
 • Measured or projected performance/savings 
 • Installed cost per measure 

B. Incentives Received
 • Utility or state program name
 • Final approved incentive amount
 • Date of incentive confirmation or payment 
 • Documentation (e.g., utility approval letter, check stub, or email confirmation)

 C. Trade Ally Information 
For each installed measure: 
 • Name of Installing Trade Ally / Contractor 
 • Contact Information 
 • Trade Ally Program Affiliation 


Questions
For questions related to public contract law or the Local Finance Notice, please contact DCA at  dlgs@dca.nj.gov.

For questions related to the ESIP program, please contact the ESIP Coordinator at ESIP@bpu.nj.gov.
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