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New Jersey Board of Public Utilities 

Trenton, NJ 

 

March 26, 2009 

 

Thank you President Fox and Board Staff for giving me the opportunity to provide you 

comments on the proposed offshore wind carve out in the state rps and establishment of an 

offshore wind renewable energy certificate (OREC).  

 

My name is Doug Pfeister.  I’m project director for New Jersey and head of siting and permitting 

for bluewater wind of Hoboken.  We are an offshore wind developer with active projects in 

several states in the northeast, including New Jersey and Delaware, where we have the country’s 

first offshore wind power purchase agreement, with Delmarva Power and Light. 

 

Governor Corzine and the Board have shown great leadership on offshore wind, building upon 

years of study and analysis going back to the 2004 Feasibility Study and the Blue Ribbon Panel 

on offshore wind and continuing today with the ecological baseline studies due for completion 
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this year.  The state is leading the way on offshore wind – but is doing so upon a rock-solid 

foundation. 

 

The offshore wind straw proposal we are all considering is the result of an open, inclusive, and 

responsive stakeholder process seeking to find a policy solution that will bring large-scale 

renewable energy to New Jersey.  That source – the only source available in a state as small and 

densely populated as New Jersey – is offshore wind.  This technology, spinning in Europe since 

the early 1990s with 30 projects now in operation, is more expensive than conventional power 

generation but without it, New Jersey cannot serve a significant portion of its load with in-state 

renewable electricity.  A thousand megawatts of offshore wind means that roughly 300,000 

households will be powered by pollution-free, renewable electricity.  There is just no other 

option if renewable energy is to lead us into the future in New Jersey. 

 

The straw proposal is intelligently designed so that ratepayers pay only the above-market 

incremental cost to bring offshore wind parks to construction.  The proposal entitles the projects 

to a fixed price per mwh – but ratepayers pay just the amount not collected in the PJM 

marketplace.  This is a market-based solution that caps the OREC payment and enables 

ratepayers to reap the benefits of high electricity prices through lower OREC payments.  In other 

words, when wholesale electricity prices are high, OREC prices are low. 
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Getting this offshore wind policy right is a big opportunity for New Jersey.  Getting it right 

means bringing a big, brand-new industry to the state, an industry that will spend billions of 

dollars over the next five years and create upwards of a 1,000 union jobs so that hundreds of 

wind turbines can be installed, hundreds of miles of electric cable can be laid, and key 

components of the electric grid – substations and transmission lines back on shore – can be 

upgraded and built.  If New Jersey doesn’t get the policy right, then some other state will, and 

the American offshore wind industry will go there.  Over the past five years, the European land-

based wind industry has come to America as the market and policy environment have matured.  

The story will repeat itself soon for offshore wind.  It’s not a question of if – but when and 

where. 

 

I’ll close by sharing with you an offshore wind success story I came across in a recent issue of 

the online publication renewable energy world.   After the fall of the Berlin Wall, and a draw 

down in American troop levels in the country, the german port city of Bremerhaven fell on hard 

times as its services as a supply harbor to the US army were drastically scaled back.  It was also 

at this time that Bremerhaven was losing business to lower-cost Asian and eastern European 

shipyards.  The combined effect was devastating: 3,500 port workers lost their jobs and the city’s 

population shrank by 25 percent.   
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But Germany’s national policies to ensure development of 30,000 megawatts of offshore wind 

by 2030 and an investment of 250 million euros into the city produced an offshore wind 

“boomtown.”  Here are the results: 

 

1. Four new production facilities for turbines up to six megawatts in size; 

2. Two manufacturing plants for rotor blades up to 200 feet long; 

3. A design and manufacturing facility for offshore steel foundations for offshore wind; 

4. Two major R&D centers, containing one of the largest wind tunnels and blade testing 

facilities in the world; 

5. Bachelor- and master-of-science programs in wind energy at the local university; and 

6. Last but not least, the creation of 700 new jobs over the last four years and an additional 

300 to 500 expected in the near term. 

 

This is the kind of future we can have in New Jersey with the right policies – such as the straw 

proposal we are discussing – to bring offshore wind to the state. 

 

Thank you for your time and I am happy to take any questions you may have. 
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Good morning President Fox and Members of the Board.  My name is Clinton Plummer; 

I am Vice President of Development at Deepwater Wind, LLC (“Deepwater”) and am here today 

representing Deepwater.  As was mentioned previously, Deepwater has partnered with PSEG 

Renewable Generation to create Garden State Offshore Energy, LLC (“Garden State”), which is 

exclusively focused on developing offshore wind serving the State of New Jersey.  Given our 

focus on this State, we very much appreciate the opportunity to share with you our comments on 

the Board Staff’s Offshore Wind Renewable Energy Certificate (“OREC”) straw proposal. 

I would like to start by saying that Deepwater agrees with the New Jersey Energy Master 

Plan in that “there is an opportunity for New Jersey to redesign its energy system while 

establishing a clean energy industry as a major part of our economy.”  In fact, the offshore wind 

project proposed by Garden State would not only deliver up to 350 MW of clean, renewable 

power to the State, but also would create hundreds of jobs right here in New Jersey.  And this is 

just the beginning.  If the State moves quickly, and creates an environment favorable to the 



development offshore wind, then New Jersey could benefit from some of the same economic 

upturns that the German cities of Bremerhaven, Emden and Rostock have enjoyed as a direct 

result of offshore wind development. 

However, as my colleague Robert Gibbs mentioned previously, in order to build an 

offshore wind farm, a company such as Deepwater must assume considerable regulatory and 

commercial risk and absorb significant development costs long before there is any certainty of a 

return.  We must invest millions of dollars to simply determine the feasibility of a project.  Once 

a project’s feasibility has been established, then we must then invest - and risk - billions of 

dollars to construct the offshore wind farm. 

Deepwater believes that the OREC straw proposal put forth by the BPU can, with a few 

clarifications, unlock the potential benefits of the development of offshore wind for the State of 

New Jersey by overcoming a portion of the regulatory and commercial risks I just mentioned.  

Specifically, there are three components of the OREC straw proposal that we believe are 

absolutely crucial to the viability of this fledgling industry in New Jersey. 

First, we commend the BPU’s recommendation to establish a firm price for the first 

Vintage Year of OREC’s no later than 30 days prior to the February 2010 BGS auction.  Price 

certainty will allow companies such as Deepwater to continue to invest the millions necessary for 

the development of an offshore wind farm because we will know that, if built, a project will be 

able to earn a certain level of income.  As my colleague from PSEG mentioned previously, we 

believe that it is in the best interests of developers, ratepayers and regulators to have as much 

information as possible when submitting or assessing the accuracy of price bids.  As such, we 

concur with PSEG’s recommendation that for the Vintage Year 2013, the BPU should work with 

pre-qualified offshore developers, as determined through the straw proposal process, and an 



independent consultant of its choosing to establish an OREC price based upon the best available 

information.  For Vintage Year 2014 and thereafter, an RPP will be a reasonable means of 

establishing an OREC price. 

Second, we applaud the BPU’s proposed structure of serving as the clearing house for 

collections from Suppliers and payments to OSW Designated Facilities.  This structure will 

facilitate the lowest possible cost of energy by allowing developers to finance against the 

creditworthiness of the State. 

Third, we agree that a rigorous prequalification of OSW Developers participating in the 

annual Request for Pricing Proposals will not only maximize the likelihood of the State receiving 

an Operational Project on schedule, but also minimize the risk of delay caused by artificially low 

bids submitted by unqualified developers.  Deepwater suggests that the initial round be limited to 

the three pre-qualified bidders and that in successive RPP’s, the BPU consider the quantity of 

content produced in New Jersey as a factor in deciding qualifications. 

These three things – price certainty, the BPU’s “clearinghouse” approach, and a rigorous 

prequalification – are aspects of the OREC straw proposal that we believe will contribute 

significantly to the success of this program.  There are, however, three areas in which the OREC 

straw proposal needs clarification or revision in order to succeed.   

First, given that developers will be investing billions of dollars to build the OSW 

Designated Facilities on the expectation of receiving ORECs as described in the straw proposal, 

it will be absolutely necessary to provide lenders and other capital partners with some form of 

surety that the OREC revenues assured to the OSW Designated Facilities will not be 

compromised in the future.  Without such assurance, securing financing for a billion-dollar 



project – especially in today’s financial environment - will be very difficult.  Deepwater would 

be happy to recommend language based upon prior board proceedings. 

Second, as we understand the straw proposal, the BPU and an OSW Designated Facility 

will agree upon an annual OREC target (expressed in MWH’s), the BPU will commit to 

purchase all OREC’s (at a price based upon full revenue requirement) up to the MWH’s 

established by the annual OREC target, and the OSW Designated Facility will reimburse the 

BPU with the proceeds from the sale of its output in the PJM day ahead market.  Given that the 

OSW Developers must bear production risk, we believe the program will be most successful if 

the BPU establishes a fair and symmetric means of compensating OSW Designated Facilities.  

Clearly, if the OSW Designated Facility produces less than the annual OREC target, then it will 

receive less income.  Therefore, we propose that if the OSW Designated Facility produces more 

than the OREC target, then such facility should be entitled to the proceeds from the sale of the 

power produced in excess of the annual OREC target. 

Third, and further to my previous suggestion, we propose that if an OSW Designated 

Facility produces more than the annual OREC target, then the OSW Developer should have the 

option to either (1) sell the excess renewable attributes – independent of the excess energy – in 

the NJ Class I REC or voluntary markets or (2) hold excess ORECs for up to five (5) years.  We 

believe that five years is necessary because of the annual variation in wind resources.   

To reiterate: we believe the OREC straw proposal, with the modifications suggested 

above, can be successful in moving New Jersey towards the objectives of the Energy Master 

Plan.  We also believe this program will minimize risk to ratepayers because of the competitive 

process used to set the OREC price, and because ratepayer subsidy will not be required unless 



the offshore wind farms are built.  We commend the Corzine administration and the BPU in 

particular, for your vision and leadership in creating this OREC straw proposal.   

I very much appreciate your time, President Fox and the Members of the Board, as well 

as the opportunity to speak with you today.  If you have any questions, I would be happy to 

answer them at this time. 

 











  New Jersey Offshore Wind  :  Alaska Prudhoe Bay Crude Oil 

Alaska and New Jersey, “perfect together.”  For over 30 years, Alaskan oil has been a resource  

that is taxed to benefit the people of Alaska.  Each year, the residents of Alaska can expect a  

dividend or royalty check from revenues generated by the states tax on crude oil production.   

Whereas Alaskan oil may eventually run dry due to depletion, New Jersey can expect the offshore  

winds to blow forever.  New Jersey can and should develop its offshore winds resource  

to benefit the residents of the state, both financially and environmentally.                                            

 

The back of the envelope numbers, based on an article in the UK Guardian newspaper 

 http://www.guardian.co.uk/environment/2008/nov/04/greater-gabbard-windfarm-sse-npower/print 

regarding a 50% stake that changed hands in the North Sea Greater Gabbard    500 MW 
windfarm are: 

A 3000 MW windfarm should cost about $12 billion dollars and return revenues of $25 
billion dollars over 20 years. (with the O’RECs priced at $150-$200).  The wind will continue 
to blow after the 20 year O’RECs are retired. 

The state of New Jersey has a huge opportunity to offer “green”, socially conscious investors 
and investment funds “green bonds” to fund building the 3000 MW.  Revenues accrued during 
the early stages can go towards funding the buildout of the latter stages of the windfarms.  
Bondholders can receive payment in kind- additional bonds, in lieu of interest payments until 
all 3000 MW are completed and in production. 

Reasonable development, operations and maintenance fees should be expected. 

The state, reluctant to offer new bond issues, should issue bonds for projects that will reduce 
New Jersey’s budget deficit, especially “green projects.” 

New Jersey should retain ownership of the resource to benefit the citizens of the state for many 
years to come. 

George St.Onge                                                         
RR Renewable Energy Consultants 
George@RRREC.net  www.RRREC.net 



-----Original Message----- 
From: Pfeifferjr@aol.com [mailto:Pfeifferjr@aol.com]  
Sent: Tuesday, March 24, 2009 9:14 PM 
To: McShea, Anne 
Subject: Off-Shore Wind Proposal Comments 
 
Anne, 
  
My only concern with the process for creating special REC's for solar and now off-shore wind is 
that you inadvertently are reducing the value of regular REC's, such as for on-shore wind.  There 
are new technologies being developed as a result of innovation in the renewable energy market.  
It is not wrong to give incentives to develop wind off shore, just make sure that there are still 
sufficient incentives for renewable energy systems that can be applied on land.   
  
One type of technology that I'd like to reference is the proliferation of small wind systems that can 
be mounted on the tops of apartment buildings, commercial buildings and, in some cases, even 
on houses.  A good REC program should be an equal opportunity incentive, not just an incentive 
for mega-projects such as the ones proposed for off-shore wind. 
  
Regards, 
James Pfeiffer 
PowerHouse Energy 
Ridgewood, NJ  
201-251-3815 office 
201-264-5361 cell 
www.powerhouseenergy.net 
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