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RE list:
 
Find attached items relevant to tomorrow’s RE Committee meeting:
 
Agenda Item
 
IV. Discussion of the Solar Act
          c.  Investigating Approaches to Mitigate Solar Development Volatility
 
See attached the responses to Staff’s call for comments on SEIA’s questions relevant
to defining Solar Development Volatility from RENU, Quantum and Alpha Inception
that we were unable to discuss last month.  We will give the authors five minutes to
summarize their responses and answer questions.  Following the discussion of
individual responses to the questions posed by SEIA, I would like to finalize the
conversation on defining the problem and start to scope possible solutions.  My
expectation is that following this discussion staff will be able to issue a similar request
for input toward further development of a problem statement and an array of potential
solutions and next steps to fulfill the Board/legislative directive.
 
VI.  RPS Issues
a.     Implementation of metering requirements at N.J.A.C. 14:8-2.9 c
 
In assisting a GATS account holder in inputing their metered solar generation for a
solar system larger than 10 kW, staff discovered that the GATS user interface
provided prompts to account holders on what solar generation numbers were
expected based on system parameters.  Staff subsequently learned that GATS in
other cases was accepting account holder calculations of metered data to develop
the MWh generation data toward creating SRECs. 
 
In response, Staff directed GATS to inform account holders that with the June 4,
2012 RPS rule amendments (N.J.A.C. 14:8-2.9 (c)), the Board would no longer
accept the estimation of generation toward creating SRECs.  Since the GATS user
interface cannot handle the input of more than one data point in the submission of
generation data, account holders with interval meters serving as solar generation
meters are unable to input sufficient data to account for MWhs produced without first
performing a calculation involving the meter’s multiplier and an associated index.   
Staff initially brought the issue to the RE Committee last month and requested
additional information from the EDCs since they have been prolific adopters of

mailto:renewables-bounces@njcleanenergy.com
mailto:B.Hunter@bpu.state.nj.us
mailto:renewables@njcleanenergy.com



αlpha Inception, llc 
3838 N. Braeswood Blvd. Unit 356 


Houston, TX, 77025 
801-455-3033	
  


 
	
  
	
  
February	
  14,	
  2013	
  
	
  
Mr.	
  Scott	
  Hunter	
  
New	
  Jersey	
  Board	
  of	
  Public	
  Utilities	
  
44	
  South	
  Clinton	
  Ave.	
  
Trenton,	
  NJ	
  08625-­‐0350	
  
	
  
	
  
RE:	
  Comments	
  on	
  Solar	
  Development	
  Volatility	
  and	
  Market	
  Structure	
  
	
   	
  
 
In an effort to provide meaningful insight to the Board of Public Utilities (“BPU”) 
discussion regarding the definition Solar Development Volatility, Alpha Inception 
(“Alpha”) offers the following comments for discussion: 
  
Solar Development Volatility 
 
As discussed various times in during the passage of S-1925 it is the belief of Alpha 
Inception that S-1925was an attempt to correct the instability of the solar development 
market in New Jersey.  New Jersey’s Renewable Portfolio Standard (“RPS”) on its face is 
a mandate to promote environmentally responsible power generation technologies with 
the purpose of creating a mix of generation, which serves to dampen the volatility of fuel 
prices by diversifying the generation mix.  The solar specific carve-out, which is a subset 
of this RPS, was brought in to help foster the expansion of the solar development industry 
in NJ with the associated economic and environmental benefits.   
 
In order to understand how to dampen such volatility in the future, one must first 
understand how the market got so volatile and then what aspects of that volatility are 
destructive and need to be dampened.  
 
When the solar carve-out was initially legislated, solar energy was significantly more 
expensive than other competing renewable technologies. Because of their desire to 
promote solar generation the solar specific requirement was given a very high Alternative 
Compliance Payment (“ACP”) to incentivize Load Serving Entities (“LSEs”) to purchase 
the Solar Renewable Energy Credits (“SRECs”).   
 
In such a market, the forces of economics are such that a solar carve-out as well as a high 
ACP elevates the SREC price close to or at the ACP when the market is undersupplied by 
even a marginal amount.  Sellers have no reason to sell SRECs for any amount less than 
the ACP.  Buyers are required to buy to satisfy the RPS requirements regardless on the 
true economic supply/demand reality of the market.  This was evident in the first few 
years of the program when SREC prices were consistently within a few dollars of the 
ACP.   
 
In 2012, a combination of rapidly falling solar equipment prices and very generous 
federal and state incentive programs, resulted in the breakeven economics of solar 
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development quickly moving to development costs levels of $350 or less while the ACP 
and the market prices were still close to $650/MWh.  This differential offered returns to 
developers, which could potentially exceed 40% over 10 years.  With such artificially and 
unsustainable high returns obtainable, a solar building spree ensued.  A once 
undersupplied market in 2012 quickly became oversupplied nearly two times over what 
the normal build rate should have produced by the end of 2013.  The laws of economics 
suggest that such a dramatic overbuild would result in prices falling to a level that would 
remove the artificial economic incentive; however, a problem arises with respect to 
discrepancy between the time required for development and market price signals for short 
term SREC prices.  Development pipelines and construction of solar projects typically 
take years and can involve a lot of upfront costs.  Therefore, even when prices of SRECs 
drop to a level that would suggest developers stop building, development momentum can 
result in a substantial overbuild of development projects, even when the market is already 
oversupplied.  This is evidenced by the completion rate of 80 MW in March 2012 when 
spot-market SREC prices had collapsed to $120/MWh, well below the breakeven 
economics of approximately $250/MWh at the time.   
 
Without S-1925 to accelerate the RPS solar carve-out, the market would have remained 
oversupplied for a minimum of three years with no new solar project built in order to 
eliminate the surplus.  In Pennsylvania, SREC prices have fallen to below $20/MWh. 
Overbuild in Pennsylvania is so significant that prices will likely fall much further and 
there may be no significant new completed developments in the state for 2-3 years while 
the oversupply is absorbed by the growth of demand.   
 
The purpose of S-1925 was not only to absorb the oversupply in New Jersey; it also was 
intended to make sure that the cycle of oversupply/undersupply did not repeat itself.  The 
RPS solar carve out volumetric increase in future years require/suggests a build-out of 
approximately 20-25 MW per month on average over the term.  It seems the legislation 
has the intention that the BPU engineer a situation whereby the industry is kept within 
certain boundaries that will prevent the boom-bust cycle from being repeated or 
perpetuated.  Alpha Inception suggests that if the 3-month moving average of solar build 
completions is more than 5 MW outside a range of 20-25MW per month, the market is 
likely approaching a level of volatility level that is counterproductive.  Now if the BPU or 
another agency held the throttle to developers breaking ground on new projects, one 
could also measure this 3-month moving average and look to dampen such volatility.  But 
since this throttle effectively does not currently exist, Alpha recommends looking at the 
completion rate as the primary indicator and the ground-breaking or approved 
construction as the secondary metric.    
 
It is important to understand what drives development commitments.  There will always 
be small minority of un-savvy investors or speculators that are willing to build new 
projects without contract or price signals, but these ventures will never drive the general 
market long term.  The majority of developers require prices that allow for reasonable 
return on capital, typically between 8-15% on a levered basis.   
 
To understand what drives the cash flows that in term drive this return, one must 
understand that in the PJM market (in which NJ is included) there are essentially 4 
sources of cash for solar projects:  tax incentives (ITC), electricity revenues, capacity 
revenues and SREC revenues.  These 4 sources of cash must be able to prove out cash 
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flows that bear the cost of the development and required debt and equity costs.   
 
So one must understand what timeframe or term is available for stable contracted cash 
flows.  Under EDC programs these can stretch out 10-20 years and as a result projects 
can be built with a lower overall contracted cash flow.  For projects that do not get these 
EDC contracts, power and capacity revenues can be hedged out approximately 5-7 years 
and SREC revenues can be hedged out about 2-5 years with a reasonable term of three 
years.  It is ultimately this forward-strip price and its attendant volatility that drive 
investment decisions.  Accordingly, this is what must be monitored and addressed to 
resolve the development volatility issues outlined above.   
 
Conclusion 
 
Market price volatility comes from a variety of factors, such as, small market size, 
illiquid and non-standard instruments, high transaction costs, and regulatory uncertainty 
or change. Additionally, there may be several outside factors such as power prices, solar 
equipment costs and federal or state tax incentives that can play a role in the fluctuation 
of market prices.   
 
The negative effects of volatility in prices and developments are generally: 1) higher 
returns required in order to compensate for the risks inherently associated with this 
volatility and 2) a state based industry that is perpetually subject to boom/bust cycles year 
after year.  
 
With an understanding of the history and source of volatility in these markets it is 
important to note that these problems can most easily be mitigated through market 
mechanisms which can control the artificially high and low SREC prices and thereby 
sustain a reasonable solar development growth rate that keeps pace with demand without 
surpassing it.  
 
 
Andre Templeman 
 
Managing Member, Alpha Inception, LLC 
andre@alphainception.com 
(801) 455-3033 
 
This communication is published solely for informational purposes and should not be construed as advice. Unless 
expressly stated herein, this communication is not to be construed as an offer to buy or sell, or a solicitation of an offer 
to buy or sell any financial instrument or to enter into any transaction. Alpha Inception acts as a consultant for clients 
and does not have the authority to transact on behalf of or bind any clients and is not an agent for any clients, unless 
specifically stated by the client and Alpha Inception, LLC.  
 
Past results are not necessarily indicative of future results. Futures, options and derivatives products are not suitable 
for all investors and trading in these instruments involves substantial risk of loss. Opinions, historical price(s) or 
value(s) are as of the date and, if applicable, time indicated. Alpha Inception and any of its employees, officers, 
directors, affiliates, clients and agents may have interests in securities, futures, derivatives or options referred to in this 
communication, including directorships or performance of investment services. In addition, they may buy or sell those 
financial products as principal or agent and as such may effect transactions which are not consistent with any 
recommendations in this communication.  
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December	
  21,	
  2012	
  
Mr.	
  Scott	
  Hunter	
  
New	
  Jersey	
  Board	
  of	
  Public	
  Utilities	
  
44	
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  Clinton	
  Avenue	
  
Trenton,	
  NJ	
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RE:	
  Suggested	
  agenda	
  items	
  for	
  the	
  Jan	
  7,	
  2013	
  Renewable	
  Energy	
  (RE)	
  Committee	
  meeting	
  
regarding	
  solar	
  market	
  development	
  volatility	
  
	
  
	
  


Dear	
  Mr.	
  Hunter,	
  
	
  


Per	
  your	
  request	
  to	
  stakeholders	
  at	
  the	
  December	
  11	
  RE	
  Committee	
  meeting,	
  the	
  Solar	
  Energy	
  
Industries	
  Association	
  (SEIA)	
  would	
  like	
  to	
  thank	
  you	
  for	
  the	
  opportunity	
  to	
  suggest	
  agenda	
  items	
  
for	
  the	
  upcoming	
  RE	
  Committee	
  meeting	
  discussion	
  on	
  solar	
  market	
  development	
  volatility.	
  	
  
	
  


Before	
  beginning	
  to	
  discuss	
  possible	
  solutions	
  to	
  market	
  development	
  volatility,	
  SEIA	
  suggests	
  
that	
  the	
  BPU	
  first	
  focus	
  the	
  conversation	
  on	
  definitions	
  and	
  goals,	
  developing	
  as	
  much	
  consensus	
  
around	
  these	
  as	
  possible.	
  Where	
  consensus	
  is	
  not	
  possible,	
  the	
  stakeholder	
  process	
  will	
  benefit	
  
from	
  airing	
  the	
  various	
  perspectives.	
  	
  	
  
	
  


To	
  this	
  end,	
  SEIA	
  suggests	
  the	
  following	
  agenda	
  items	
  for	
  discussion.	
  
	
  


1)	
  Definition	
  of	
  'solar	
  market	
  development	
  volatility'	
  and	
  key	
  indicators	
  
• What	
  is	
  market	
  development	
  volatility?	
  	
  What	
  does	
  this	
  include?	
  
• What	
  is	
  the	
  timeframe	
  over	
  which	
  volatility	
  is	
  viewed?	
  
• What	
  are	
  the	
  key	
  indicators	
  that	
  can	
  be	
  used	
  to	
  measure	
  volatility?	
  	
  How	
  easily	
  available	
  


are	
  they?	
  	
  What	
  do	
  they	
  tell	
  us	
  about	
  market	
  development	
  volatility?	
  	
  	
  
	
  	
  
2)	
  Discuss	
  of	
  SREC	
  market	
  construct	
  


• The	
  SREC	
  market	
  is	
  created	
  by	
  policy.	
  	
  What	
  are	
  the	
  key	
  attributes	
  of	
  the	
  SREC	
  market	
  
construct	
  in	
  NJ	
  that	
  contributes	
  to	
  market	
  development	
  volatility	
  or	
  stability?	
  


• What	
  are	
  the	
  negative	
  effects	
  of	
  market	
  volatility?	
  	
  To	
  ratepayers?	
  To	
  developers?	
  To	
  end-­‐
users?	
  To	
  other	
  stakeholders?	
  


	
  


We	
  look	
  forward	
  to	
  continuing	
  to	
  constructively	
  engage	
  with	
  the	
  BPU	
  and	
  other	
  stakeholders	
  on	
  
this	
  critical	
  issue.	
  
	
  


Sincerely,	
  


	
  
Katie	
  Bolcar	
  Rever	
  
Director,	
  Mid-­‐Atlantic	
  States	
  
krever@seia.org	
  
	
  	
  	
  	
  	
  	
  	
  	
  








    


Mike Winka 


Board of Public Utilities  


Newark, NJ 07445      February 6, 2013 


 


Subject:  Comments on Solar Development Volatility in Solar Act  


 


Dear Mr Winka: 


 


As an industry stakeholder Quantum Solar respectfully submits a response to your 


request for industry and stakeholder information in your efforts to understand the 


Legislative intent in Section 38 d.(3)(b) of the recently amended Solar Act.  Which states: 


 


“…the board shall complete a proceeding to investigate approaches to mitigate solar 


development volatility (bold for emphasis) and prepare and submit, pursuant to section 2 


of P.L.1991, c.164 (C.52:14-19.1), a report to the Legislature, detailing its findings and 


recommendations. As part of the proceeding, the board shall evaluate other techniques 


used nationally and internationally;” 


 


In order to investigate ways to understand the legislative intent of “mitigate(ing) solar 


development volatility” it would be best to understand what the authors of the legislation 


meant by solar development volatility.  Because the Act does not define “solar 


development volatility” it may be argued the authors were concerned about “volatility” as 


it applies to the total amount of solar development that is installed in the state.  It is a fact 


that there has been little volatility in the absolute growth of solar development in New 


Jersey. The authors of the Act amendments could not have been referring to the absolute 


growth volatility, because there was none.  Except for a recent slowdown in solar 


applications that have occurred in the last two months, solar development volatility could 


not have been what the language intended unless you assume the authors of the 


amendments were prescient. This is unlikely given pace of applications last Summer. 


 


It is more likely that authors of the legislation were concerned about other market 


volatility issues.  For example there has been a huge swing in sector ownership 


participation from a relatively even participation of commercial, industrial, public 


entities, non-profits and residential ratepayers to a much smaller ratepayer participation 


and huge third party non-ratepayer participation in solar financial incentives.  In addition 


to sector participation volatility there was an underlying financial and concomitant risk 


volatility caused by the collapse of SREC prices.  I believe it is the sector participation 


and SREC price volatility that were the reasons for the authors including the above 


language in the amendments to the Act.  Please keep in mind it is the ratepayer segments 


that are specifically targeted for financial incentive participation in Section m of the Act. 


 


It should be recognized that the major authors of the legislation were Senator Smith and 


Assemblyman Chivukula with significant input from the Governor’s Office and approval 


by Senator Sweeney.  Although it may not be practical or permitted to solicit their input, 







these parties were instrumental in writing the language in the Bill.  However, numerous 


members of the REC committee participated in negotiations with Senator Smith and 


Assemblyman Chivucula and the Governor’s staff in the development of language in the 


Bill.  It would be unwise not to poll these participants in an effort to determine if they 


have insight about this issue.  We know that at least the Rate Council, Utility interests, 


MSEIA, and SEPA were consulted and negotiated with the authors to develop language 


in the Bill.  Not investigating or asking these people for their understanding of the 


Legislature’s “volatility” concerns would be like a policeman not getting witness 


information about an accident at a busy and crowded intersection.  You need to ask the 


people involved in the Bill language negotiations what were the volatility concerns. 


 


I for one, was among about 50 others who attended a meeting on November 15, 2012 


sponsored by MSEIA where Senator Smith and Assemblyman Chivukula stated to the 


audience that they were very concerned about the volatility of SREC prices and the 


negative impact it might have on the development of solar PV in the state.  One could 


conclude that it was this SREC price volatility that was paramount in their concern about 


solar development when writing the amendments to the Act.  


 


We recognize that you have what sometimes seems to be competing responsibilities in 


developing procedures to implement provision in the Act.  I have highlighted important 


items in Section l and m that I see are threatened by the market volatility. 


 


 In addition in Section 38 l, states: 


“The board shall implement its responsibilities under the provisions of this section in 


such a manner as to: 


(1) place greater reliance on competitive markets, with the explicit goal of encouraging 


and ensuring the emergence of new entrants that can foster innovations and price 


competition; 


(2) maintain adequate regulatory authority over non-competitive public utility services; 


(3) consider alternative forms of regulation in order to address changes in the technology 


and structure of electric public utilities; 


(4) promote energy efficiency and Class I renewable energy market development, taking 


into consideration environmental benefits and market barriers; 


(5) make energy services more affordable for low and moderate income customers; 


(6) attempt to transform the renewable energy market into one that can move forward 


without subsidies from the State or public utilities; 


(7) achieve the goals put forth under the renewable energy portfolio standards; 


(8) promote the lowest cost to ratepayers; and 


(9) allow all market segments to participate. 


 


 m. The board shall ensure the availability of financial incentives under its jurisdiction, 


including, but not limited to, long-term contracts, loans, SRECs, or other financial 


support, to ensure market diversity, competition, and appropriate coverage across all 


 ratepayer segments, including, but not limited to, residential, commercial, industrial, 


non-profit, farms, schools, and public entity customers. 


 







What is clear in the past 18 months as solar development continues to grow in New 


Jersey, is that the availability of financial incentives to the various ratepayer segments has 


been dramatically reduced due in large part to the volatility of SRECs.  This volatility in 


SRECs (which is really risk volatility) has scared off the ratepayers from participating in 


the financial incentives the Act specifically requires. 


 


In conclusion, I would submit that the board has allowed the solar financial incentives to 


be captured by the corporate investment companies and private equity markets to the 


exclusion of the ratepayers.  Now I’m not sure I can entirely blame the board for not 


seeing this eventuality, but the board has a mandate and time to investigate approaches to 


mitigate this ratepayer solar development volatility and to look nationally and 


internationally for solutions to reduce volatility.   Feed-in tariffs have worked 


successfully in other jurisdictions.  Another simple change would be to move to a three 


year compliance period (patterned after the CO2 compliance period) for each electric 


power supplier.  This would have moderating effect on SREC volatility.  I’m sure the 


electric power suppliers and the Rate Council would favor this change because it would 


reduce their workload and costs.   


 


As an alternative to a feed-in tariff, a quantitative evaluation of the cost, environmental, 


and health benefits of solar distributed energy could be calculated on an annual basis.  


One would use the LMP and EPA environmental and avoided health cost estimates to 


retroactively assign a SREC value to the previous year solar production.  You could still 


have a market for SRECs but there would be a time that the SRECs would have a fixed 


value.  There could be a sliding scale in this calculus that allows the SREC fixed cost to 


go to zero or some very low value at year 2028. 


 


Thank you for this opportunity to comment on market volatility. 


 


  


 Sincerely  


 


John Jenks 


Quantum Solar Solutions 


 


 








 


 SOLAR MARKET DEVELOPMENT VOLATILITY 


 
Offered below are comments to the questions that the Solar Energy Industries Association posited as 
being of importance to calibrate all stakeholders while engaged in formulating recommendations for 
minimizing solar market volatility in the future.  Following these comments is an overview and 
perspective on the present status and future behavior of the NJ solar market. 


 


Discussion Topics –  
 
1)  Definition of Solar Market Development Volatility & Key Indicators 


 What is market development volatility? What does this include?  What is the 


timeframe over which volatility is viewed? 


 
 Volatility connotes frequent, unexpected changes in conditions that influence and impact the 


development of a market.  Factors that impart volatility are those that incentivize, 
disincentivize, facilitate and govern the behavior of a market’s development. Volatility 
becomes more pronounced in its influence and impact and elevates risk when the magnitude 
and frequency of changes occur in shorter time periods than completion of a business activity 
cycle; e.g. period spanning from when a decision to a pursue solar system investment is made 
to startup of a solar system operation. 


 
  


 What are the key indicators that can be used to measure volatility?  How easily 


available are they?  What do they tell us about market development volatility? 
 
 It is imperative to understand factors of inclusion that contribute to volatility & impact 


economic viability of project investments.  Each market opportunity is somewhat unique.   
 
 Factors Impacting Volatility for the Solar System Market are: 


� Financial Incentives – Investment Tax Credit, 1603 Law, SREC Pricing 
� Financial Disincentives – SREC Pricing, Delays with Interconnection Permits, 


Distribution System Upgrade Requirements 
� Facilitation – Affordable Financing, Long Term Power Purchase Agreements, Long 


Term SREC Purchase Agreements 
� Governance – NJ Laws, BPU Regulations, Board Orders, Petition Resolutions 


 
 For the development of solar generation in NJ, spot market price of SRECs is a lagging 


indicator relative to making decisions to invest in solar generating capacity while solar 
capacities of projects being approved for SREC eligibility (pipeline) and those approved for 
operation may serve as leading indicators.  The combination of the potential and actual solar 
generating capacities tempered by one’s interpretation of this data provides a forward 
perspective on what the supply-demand balance for SRECs may be at some future point and 
an anchor for investment decision-making.   


 
 The manufacturing costs of solar equipment (modules and inverters), introduction of 


innovative equipment that enhanced solar system performance in terms of kilowatt-
hours/kilowatt of capacity and entry of balance of system products that squeezed labor from 
installation costs were all contributing to more economical outcomes for solar system 
installations.  These increasingly attractive operating margins relative to high alternative 
compliance payment pricing stimulated the rate of solar capacity adoption.  What was 







unexpected during this period was the significant actual rate of descent in solar system 
installed costs that occurred. 


 
  
2) Discussion of SREC Market Construct 


 SREC market is created by policy.  What are the key attributes of the SREC market 


construct in NJ that contributes to market development volatility or stability? 


 
 Solar generation market experienced an unsteady-state transition from virtually zero capacity 


a few years ago to nearly 1GW of capacity today.  Driving force that contributed to the 
growth phase of rapid investment and buildup in solar system generation was the economic 
margin attributable to the alternative compliance payment in a market of SREC scarcity.  In 
an environment of scarcity, the SREC market price floated to the ceiling price, the alternative 
compliance payment.  Magnitude of economic margin impelled a high rate of capital 
investment.  The result was the market overshot the SREC requirements and triggered a rapid 
decline in SREC pricing as supply exceeded demand.  Today, the SREC market price is 
functioning beyond the initial and growth phases and within a control phase as it zeroes in on 
a pricing band that continues to attract solar investment for future years but at a more 
sustainable level. 


 
 Were it possible to know with near certainty what the operational solar system capacity 


would be 6-12 months out at the beginning of the business activity cycle, rational decision 
makers would have had keener insight into the relative supply-demand balance on SRECs.  
Lack of experience and relevant information with projecting the scrub rate of projects and 
inefficiencies in completing the project cycle that delayed the start of operations contributed 
uncertainty as to what the operational capacity would be 6-12 months forward. 


 
 There exists a dramatic contrast in time periods between SREC pricing variability and the 


business activity cycle; 1 month versus 6-12 months 


 
 What are negative effects of market volatility?  To ratepayers?  To developers?  To 


end-users?  To other stakeholders? 


 
 Magnitude of volatility is crucial.  If market conditions change within a band that would not 


necessarily alter business decisions, then the volatility becomes inconsequential.  Volatility 
that would influence business decisions creates uncertainty which presents risk to the solar 
system asset owner.  Nature of risk might result in a reversal of the decision to make the 
investment or compel the asset owner to expect increased cash flows to potentially offset less 
desirable outcomes. 


 
 The scenario that unfolded with the SREC market in NJ is analogous to a process that is 


being brought under control with a controller whose settings are too low.  A controller with 
settings that are too low will not react quickly or intensely enough to enable the process to 
reach steady state quickly and with minimal fluctuations (volatility).  The process tends to 
overshoot its steady state point by a considerable amount.  The quantity of SRECS available 
substantially exceeds the demand for SRECS for the next several years.  If the SREC market 
price today at approximately $85/SREC over a 3-year term did not attract new investment 
(undershot the target), eventually that SREC surplus would evaporate, a shortage in SRECs 
would emerge and the SREC market price would spike upward.  The analogous behavior of 
the process would display undershooting the steady state point followed by heading toward 
the desired value.  With each cycle of overshooting and undershooting, the variance 
decreases until the process settles at the steady state value dictated by the controller.  The 







degree of volatility expressed in the SREC market is dependent on the confidence that the 
prospective developers/owners have in projecting the SREC supply/balance relationship into 
the future. 


 
 The objective is to install solar capacity that meets or exceeds the RPS with the lowest 


practical cost borne by ratepayers and with the participation of all willing segments of 
ratepayers.  Large volatility in SREC pricing represents a high degree of uncertainty in solar 
system cash flows and project economic viability.  The response of the developer/owner to 
this scenario is to demand higher pricing of SRECs, greater financial incentives, etc. to hedge 
against unfavorable outcomes.  One result may be fewer people willing to make the 
investments, a lower level of solar system capacity installed and failure to reach the RPS.  An 
alternative outcome that satisfies the RPS entails a higher subsidy to the developer/owner to 
encourage making the investments.   


 
 Greater volatility imposes more risk which makes prudent business decision more demanding 


to secure financial success.  The result is that the objective is not achieved and the 
developer/owner earns a lower rate of return on the investment or the objective is achieved at 
a higher cost to the ratepayer. 


 
Overview & Perspective of NJ Solar Market 


  
 Three factors that created high volatility in the NJ SREC market may no longer be major 


determinants with influencing SREC pricing going forward.  First, the market is no longer in 
an extreme unsteady-state condition of virtually no SREC availability versus mandated 
SREC retirements per the RPS.  We observe continuing investments in solar which will 
reduce the probability of returning to a severe SREC-deficient status.  The combined 
operational plus pipeline solar capacity has remained somewhat stable with slight growth.  
There potentially exists a 3-4 year overhang of SREC’s. 


 
 Secondly, the availability and quality of data about present and potential future solar 


generation capacity has improved dramatically.  The approach in establishing a systematic 
procedure for registering and validating solar projects and the collection and dissemination of 
information has made this possible. This has raised the visibility of market activity which 
leads to more informed and rational business decisions.   


 
 Thirdly, experience in launching solar projects and improved coordination with the utility 


companies have shaped more efficient timelines from concept to startup.  The basic 
generation system auctions guide LSE’s and third party generators into studying 3-year 
horizons for SREC availability and pricing.  Indications of entering into an SREC deficient 
period would be flagged by increasing SREC price bidding by the LSE’s and third party 
generators for the last or next-to-last years of this 3-year cycle.  This cycle is usually longer 
than the required lead time to produce operational solar system capacity.     


 
 It would appear that the underpinnings of the solar market today characterized by quality and 


timely information and maturity, as represented by the installed capacity and numerous 
participants, contribute the resiliency that could enable the solar market to perform within 
modest SREC supply-demand imbalances and reduced volatility. 


 
 
 Neal Zislin 
 Renu Energy 
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Proposal to Address Solar Metering Challenges 


 
Statement of the Problem:  In late January, PJM-EIS sent notification to solar generation 
system subscribers that due to certain revisions to NJBPU’s implementation of 
regulations at N.J.A.C. 14:8-2.9(c) PJM-EIS would no longer be providing SRECs to 
systems utilizing (1) a multiplier for meters (e.g. interval meters); and (2) estimated meter 
readings trued-up with actuals within a reasonable period of time as has been historically 
utilized to measure generation and continues to be utilized to measure all generation 
besides solar consistent with N.J.A.C. 14:3-7.2(c) and (e).   
 
In February 2013 numerous solar generation facilities with revenue-grade meters began 
not receiving SREC revenues either because their meter utilized a multiplier or, for 
whatever reason, they were unable to obtain and input an actual meter reading.  This has 
triggered severe concern throughout the solar marketplace as the financing for many solar 
projects both within and outside PSE&G’s Solar Loan Program is dependent upon SREC 
revenue to cover all or significant portions of the cost of solar projects.   
 
Applicable Regulation: 
 
N.J.A.C. 14:8-2.9(c) 
Beginning December 4, 2012, in measuring generation to determine the number of RECs 
or SRECs to issue, the Board or its designee shall accept only readings of a meter that 
records kilowatt-hour production of electrical energy, and which meets all applicable 
requirements at (c)1 and 2 below.  The readings may be taken or submitted by any person, 
but shall be verified by the Board or its designee: 
 


1. The American National Standards Institute (ANSI) Standard C12.1-
2008, Electric Meters Code for Electricity Metering, incorporated 
herein by reference, as amended or supplemented; and  


2. Any additional requirements in the PJM-EIS Generation Attribute 
Tracking System Operating Rules, Revision 6, September 2010; and 
the PJM-EIS Generation Tracking System Terms of Use, last 
modified on January 3, 2011; which are incorporated herein by 
reference, as amended and supplemented, and can be found at 
www.PJM-EIS.com 


  
Background:   
 
Multiplier Meters 
Meter multipliers are necessary to ensure accurate measurement of generation at facilities 
with certain site characteristics.  Multipliers are also an essential component of utility 
metering as meter dials do not typically spin to infinity.  Rather, meters typically spin to a 
point and then restart with zeroes.  Multiplier meters are a well-accepted industry practice 
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utilized to accurately measure usage.  There exist interval meters that are revenue-grade.  
PSE&G’s Solar Loan Program utilizes revenue grade interval meters as do many private 
solar project developers.  Approximately 120 commercial customers within the PSE&G 
Solar Loan Program require a “multiplier meter.” 
    
Meter Interval Calculation Method: 
Interval Aggregrate * Multiplier = Total Generation (applied in real-time) 
 
 
Estimated Meter Readings 
It is well-accepted that, for a variety of reasons, public utilities and those owning 
generation may not obtain or report actual meter readings every single month.  For public 
utilities, this can be due to access issues at the customer site among other reasons.  
Recognizing this issue, there is a well-established process of utilizing estimated readings 
trued-up with actuals in the measurement of consumption and generation supply.  In the 
solar context, from discussions with solar developers in and outside the PSE&G Solar 
Loan Program, PSE&G has been informed that SREC eligibility dependent upon actual 
meter readings 100% of the time was not anticipated by most solar developers and, 
particularly for many residential and commercial in-service projects, would add 
significant unanticipated costs and/or be financially and operationally untenable.       
 
Proposed Action for Consideration: 
 
Balancing the interest in solar generation measurement accuracy against the operational 
burdens and practical implications associated with measuring generation output and the 
potential harm to continued solar development, it is proposed that N.J.A.C. 14:8-2.9(c) be 
interpreted to permit the use of interval meters and estimated meter readings trued-up 
with actual meter readings in recognition that in both instances the resulting SRECs are in 
fact based on readings of a meter that records kilowatt-hour production of electrical 
energy, and which meets all applicable requirements of the regulation.   
 
If acceptable, Board Staff need only notify PJM-EIS that it may accept “Generation Entry 
Type of Actual” in addition to “Meter Reading Type.”    These entries would in fact be 
readings from a revenue-grade meter with the appropriate multiplier calculation 
performed by the solar generator.  For monthly entries based on estimates, the solar 
generator recognizes that in a subsequent month, there would be an obligation to true-up 
the estimate with an actual meter reading – either based on interval meter data or data 
from another type of revenue-grade meter.  In addition, PJM-EIS may request 
documentation of the estimate and subsequent actual meter reading and/or generation 
data.    Under its existing regulations, the Board has the authority to inspect and verify 
electric generation and SREC issuance.  Should an entity be found to have failed to true-
up for actuals or engaged in any improper practice with respect to certifying entitlement 
to SREC revenues, the Board of course has the means to pursue appropriate action.   
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N.J.A.C. 14:3-7.2  
 


NEW JERSEY ADMINISTRATIVE CODE 
Copyright (c) 2013 by the New Jersey Office of Administrative Law 


 
*** This file includes all Regulations adopted and published through the *** 


*** New Jersey Register, Vol. 45, No. 5, March 4, 2013 *** 
 


TITLE 14. PUBLIC UTILITIES  
CHAPTER 3. ALL UTILITIES  


SUBCHAPTER 7. BILLS AND PAYMENTS FOR SERVICE 
 


N.J.A.C. 14:3-7.2 (2013) 
 
§ 14:3-7.2 Form of bill for metered service 
 
(a) This section applies only to a utility that provides metered service. 
 
(b) Unless a utility has been specifically relieved of so doing by order of the Board, a bill for 
metered service shall show the following: 
 
1. The meter readings at the beginning and end of the billing period; 
 
2. The dates on which the meter is read; 
 
3. The number and kind of units measured; 
 
4. Identification of the applicable rate schedule. If the applicable rates are not shown, the 
bill shall carry a statement to the effect that the applicable rate will be furnished upon 
request; 
 
5. The gross and/or net amount of the bill; 
 
6. If the utility uses gross and net billing, the date on which payment must be made to 
qualify for the net billing or discount; 
 
7. A distinctive marking to indicate the method used to calculate the bill; for example, 
electronic readings, estimated billing, budget billing, or the index of a remote reading 
device. In addition, the utility may also provide a web address and telephone number where 
the customer can obtain a description of the method used; 
 
8. An explanation or statement of any conversion from meter reading to billing units or any 
other calculations or factors used in determining the bill; 
 
9. For each Class A water utility and each wastewater utility that meets the revenue 
threshold of a Class A water utility subject to the Board's jurisdiction, sufficient information 
to reflect the estimated amount of money in that individual bill, which is collected for the 
gross receipts and franchise taxes pursuant to N.J.S.A. 54:30A-54. The following language 
is suggested as a model statement to be indicated on the bill: "Approximately 13% of $ 
_____ of your current period charges reflect the average gross receipts and franchises taxes 







which are paid to the State of New Jersey and distributed to New Jersey municipalities."; 
and 
 
10. For each electric and gas utility, a statement of all applicable taxes imposed upon and 
included in the cost of the energy provided to the customer. The following language is 
suggested as a model statement to be included on the bill: "Under applicable tax law, the 
State sales and use tax, corporate business tax, and Transitional Energy Facility Assessment 
are imposed upon the energy which you have used. To obtain the exact amount of tax 
included in your billing, please contact the utility at the telephone number listed on your 
bill." 
 
(c) If for any reason a utility cannot read a customer's meter, the utility may use estimated 
billing in accordance with (e) below. 
 
(d) (Reserved) 
 
(e) Rules concerning estimated bills for all customers are as follows: 
 
1. Utility companies shall maintain a regular meter reading schedule and make a reasonable 
effort to read all meters; 
 
2. Utility companies, upon request, shall make available to all customers a postage paid 
business reply card on which the customer may mark the meter reading as follows: 
 
i. The business reply card shall have appropriate explanation. The utility shall permit the 
customer to telephone the meter reading to the utility. The customer reading is to be used 
in lieu of an estimated reading, provided the reading is received in time for billing; 
 
3. When a utility estimates an account for four consecutive billing periods (monthly 
accounts), or two consecutive billing periods (bimonthly and quarterly accounts), the utility 
shall mail a notice marked "Important Notice" to the customer on the fifth and seventh 
months, respectively, explaining that a meter reading must be obtained and said notice 
shall explain the penalty for failure to complete an actual meter reading. After all reasonable 
means to obtain a meter reading have been exhausted, including, but not limited to, 
offering to schedule meter readings for evenings and on weekends, the utility may 
discontinue service provided at least eight months have passed since the last meter reading 
was obtained, the Board has been so notified and the customer has been properly notified 
by prior mailing. If service is discontinued and subsequently restored, the utility may charge 
a reconnection charge equal to the reconnection charge for restoring service after 
discontinuance for nonpayment; 
 
4. Utility companies shall submit to the Board of Public Utilities a statement detailing their 
estimating procedures; 
 
5. If low estimates result in a customer receiving an actual bill that is at least 25 percent 
greater than the prior estimated bill, the utility shall allow the customer to amortize the 
excess amount. The amortization will be in equal installments over a period of time equal to 
the period when no actual reading was taken by the customer or the utility; and 
 
6. Annually, the utility shall notify all customers of their rights to amortize as set forth in 
(e)5 above. 
 
(f) Prior to the implementation of any plan, automated or otherwise, which would replace or 







modify a utility's current method of taking actual meter readings for any class of customers, 
said plan shall be submitted to the Board for approval. The plan shall be accompanied by all 
of the following: 
 
1. A justification for the new or modified plan; 
 
2. A list of all associated costs and/or savings; 
 
3. The impact, if any, upon safety; and 
 
4. The potential for the diversion of service. 
 
 
HISTORY: 
 
As amended, R.1979 d.474, effective January 1, 1980. 
 
See: 11 N.J.R. 402(b), 12 N.J.R. 49(b). 
 
As amended, R.1980 d.44, effective January 24, 1980. 
 
See: 12 N.J.R. 156(d). 
 
As amended, R.1980 d.299, effective July 1, 1980. 
 
See: 12 N.J.R. 209(f), 12 N.J.R. 495(d). 
 
As amended by R.1987 d.163, effective April 6, 1987. 
 
See: 18 N.J.R. 2425(a), 19 N.J.R. 552(a). 
 
Substituted "and sewerage" for "sewage". 
 
Amended by R.1991 d.221, effective May 6, 1991. 
 
See: 22 N.J.R. 1112(a), 23 N.J.R. 1439(b). 
 
Deleted archaic "Board of Public Utility Commissioners". 
 
Amended by R.1997 d.39, effective February 3, 1997. 
 
See: 28 N.J.R. 1810(a), 29 N.J.R. 449(a). 
 
Added (a)10; in (b)3, inserted provision on offering evening and weekend readings; in (b)5, 
inserted reference to averaged bills and bills based upon remote reading device index; and 
added (c). 
 
Amended by R.2002 d.280, effective September 16, 2002. 
 
See: 34 N.J.R. 992(a), 34 N.J.R. 3216(b). 
 
In (a), rewrote 9 and 10. 
 







Recodified from N.J.A.C. 14:3-7.9 and amended by R.2008 d.119, effective May 19, 2008. 
 
See: 39 N.J.R. 4077(b), 40 N.J.R. 2481(a). 
 
Added new (a); recodified former (a) as (b); added new (c), recodified former (b) and (c) as 
(e) and (f); in the introductory paragraph of (b), substituted "a bill for metered service" for 
"the bill"; rewrote (b)7; in (b)9, inserted "; and" at the end; in (b)10, substituted "utility, a 
statement of" for "company subject to the Board's jurisdiction, sufficient information to 
adequately reflect that the payment of" and "the energy provided to the customer" for 
"each kilowatt hour of electricity and therm of gas consumed by an electric and gas 
company", deleted "pursuant to P.L. 1997, c.162 and other applicable laws of this State" 
from the end of the first sentence and substituted the last occurrence of "utility" for 
"company"; in the introductory paragraph of (e), substituted "all" for "residential"; in (e)1, 
substituted a semicolon for a period at the end; in (e)2, substituted "shall" for "must", 
substituted "as follows:" for a period at the end and recodified the second through fourth 
sentences as (e)2i; in (e)2i, substituted "The business reply" for "Said", the second 
occurrence of "shall" for "must" and a semicolon for a period at the end; in (e)3, deleted 
"company" following the first occurrence of "utility", substituted "utility shall" for "the 
company must initiate a program to", substituted the second occurrence of "shall" for 
"must", substituted the third occurrence of "utility" for "company" and substituted a 
semicolon for a period at the end; in (e)4, substituted "shall" for "may" and substituted a 
semicolon for a period at the end; deleted former (e)5; recodified (e)6 and (e)7 as (e)5 and 
(e)6; in (e)5, substituted the first occurrence of "utility" for "company" and "utility; and" for 
"company."; in (e)6, substituted "utility" for "company" and "set forth in (e)5" for "outlined 
in (b)6"; and rewrote (f). 
 
Former N.J.A.C. 14:3-7.2, Deposits to insure credit of new customers, was repealed. 
 
CASE NOTES 
 
Implementation of 1991 amendments to Gross Receipts and Franchise Tax statutes. In 
Matter of Implementation of P.L. 1991, C. 184, 92 N.J.A.R.2d (BRC) 53. 
 
Change in bill format rejected; determination of complex rate increase petition. In re: Public 
Service Electric & Gas Co., 6 N.J.A.R. 633 (1981). 
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interval meters in the EDC Solar Finance Programs.  Staff subsequently met with
PSEG and two its Solar Loan customers to discuss the problem and potential
solutions and requested PS to submit a problem description.
 
PSEG also informed staff that it has been estimating generation data for the
purposes of SREC creation as part of the Solar Loan program and seeks formal
approval to continue to do so.  PSEG believes the Board rules for electricity billing at
N.J.A.C 14:3-7.2 (c) and (e) give it authority to estimate generation data for the
purposes of SREC creation consistent with the RPS rules at N.J.A.C. 14:8-2.9 (c). 
Find PSEG’s proposal and a copy of the rules governing EDC estimation of electric
bills attached and we may circulate some additional data tomorrow.
 
Staff seeks input on how it can satisfy the rule requirements “the readings may be
taken or submitted by any person, but shall be verified by the Board or its designee”. 
Since GATS does not perform verification work, this responsibility falls to the Board. 
 
Scott
 
 
B. Scott Hunter
Renewable Energy Program Administrator,
Office of Clean Energy
Division of Economic Development and Energy Policy
New Jersey Board of Public Utilities
44 S. Clinton Ave., POB 350
Trenton, NJ 08625-0350
www.njcep.com
(609) 292-1956
 
 
 
 
From: Hunter, B 
Sent: Tuesday, March 12, 2013 1:54 PM
To: Garrison Charlie (Honeywell) (charlie.j.garrison@honeywell.com)
Subject: Draft announcement for agenda items
 
Charlie,
 
Please review and advise.
 

1.        On the agenda I forgot to advise you to remove discussion of subsection u. under IV. b., so
please reword as

 
b. Update on Subsection t.; Certification Program and Incentives
c. I will resend the remaining responses and frame the discussion for tomorrow
 

mailto:charlie.j.garrison@honeywell.com


and
 
VI. I’ll have language for you shortly
 
When do you plan to send out the agenda?
 
B. Scott Hunter
Renewable Energy Program Administrator,
Office of Clean Energy
Division of Economic Development and Energy Policy
New Jersey Board of Public Utilities
44 S. Clinton Ave., POB 350
Trenton, NJ 08625-0350
www.njcep.com
(609) 292-1956
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