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RE:

Clean Energy Act – New Jersey’s Solar Market Transition

Dear Secretary Camacho-Welch:
Public Service Enterprise Group, Inc. (“PSEG” or the “Company”), on behalf of affiliates
Public Service Electric and Gas Company (“PSE&G”) and PSEG Power LLC (“PSEG Power”),
appreciates the opportunity to provide comments on New Jersey’s Solar Market Transition as the
Board works to implement the provisions of the Clean Energy Act.
PSEG has a long history of partnering with the state and aligning its interests with those
of New Jersey. It is in this spirit of partnership that PSEG offers these comments. We offer this
input in concert with our comments submitted on October 5, 2018 relating to the Board’s
proposed rule to close the existing SREC program upon the attainment of 5.1 percent solar and
forthcoming comments on the Board’s Community Solar proposed rule, as well as comments in
other related initiatives and proceedings, including the Energy Master Plan that is currently under
review.
PSEG supports and applauds the policy objectives of the State of New Jersey and
Governor Murphy – to significantly reduce greenhouse gas emissions with the goal of 50% clean
energy by 2030. Reaching this goal will not be easy as there are many obstacles to be overcome,
including customer rate implications that cannot be ignored. For example, while instrumental in
making the state a national leader in solar development, the existing SREC program has come at
a significant cost to electric customers. PSEG supports maintaining New Jersey’s place as a
national leader in solar, but every effort should be made to minimize the resulting rate impacts.
PSEG appreciates the significant challenges presented by the Clean Energy Act: to transition to
“a new or modified SREC program” that encourages continued growth in solar renewable energy
development, in an efficient and orderly manner, balanced against the cost mitigation measures
dictated by the statutorily mandated ratepayer costs caps. It is with an understanding of this
difficult, yet shared, goal that we provide the following recommendations.
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PSEG believes that the Board should implement the Clean Energy Act in a manner that is
consistent with the requirements of the statute, provides transparency and certainty to the market,
minimizes costs to consumers without exceeding the statutory cost caps, and maximizes the
public benefits of clean energy development. Specifically, we encourage the Board to:
I.

close the existing SREC registration program only upon the actual attainment of 5.1
percent, grandfather solar projects approved but not complete under the existing program,
and institute measures to ensure the stability of the existing SREC market through the
market transition;

II.

ensure that statutory ratepayer cost caps are not exceeded through a well-considered
transition and by actively monitoring renewable portfolio standard (RPS) costs;

III.

establish a market monitor to ensure transparency and competition in New Jersey’s solar
market; and

IV.

develop a successor program that ensures competitive development at prices that reflect
actual solar installation costs, minimizes ratepayer impacts, and provides for maximum
public benefits.
***

I.

Transition the solar market with a focus on encouraging transparency, reducing
uncertainty, and minimizing ratepayer impacts

In comments submitted on October 5, 2018 in response to the Board’s proposed rule,
PSEG stressed that since the Clean Energy Act specifies that the Board shall close the SREC
registration program “upon the attainment of 5.1 percent”, the Board should base this
determination upon actual solar generation and actual kilowatt-hour sales. Further, the
determination should rely upon official sources of reliable data that are transparent and publicly
available.
PSEG further cautioned that the Board should not base its determination upon models or
projections that estimate when the 5.1 percent threshold may be attained, as such modeled
projections are inherently uncertain and highly sensitive to a host of assumptions concerning
anticipated load, solar production, and the timing of solar capacity additions. We noted
specifically that uncertainties surrounding future statewide load, solar unit availability, actual
solar generation, solar project development and construction of projects in the pipeline, and
differences between published projections of solar production and actual SREC supply in PJM’s
Generation Attribute Tracking System (“PJM-GATS”) would make it arbitrary and capricious
for the Board to rely upon modeled projections.
Given these uncertainties, PSEG believes that relying upon models, projections and
assumptions to prospectively estimate when the 5.1 percent threshold may be attained creates
unnecessary risks to ratepayers. In particular, if the Board were to rely upon inaccurate
assumptions and prematurely close the SREC registration program, the SREC market may never
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actually attain the 5.1 percent threshold. This scenario could unintentionally lock in a
structurally “short” market, and cause SREC prices to rise up to the solar alternative compliance
payment for the remaining life of the SREC program, resulting in an exceedance of the statutory
ratepayer cost caps for years to come, regardless of any potential cost efficiencies that may be
achieved under a successor SREC program. In this case, there would remain no headroom under
the mandated ratepayer costs caps to achieve any continued solar development, resulting in new
development inadvertently being shut out by the high costs of the legacy SREC program.
In lieu of relying upon such projections, PSEG recommends a methodology for the Board
to use actual data to determine when 5.1 percent has been attained and grandfather pipeline
projects that have been approved under the existing program at the time of attainment of the 5.1
percent. Specifically, solar production should be determined by actual solar generation data
provided by PJM-GATS, actual kilowatt-hour sales should be sourced from the Office of Clean
Energy’s annual statewide load determination, and the pipeline should be defined as projects
with active SREC registrations at the time 5.1 percent has been attained. Such data can be
monitored and calculated at the end of each Energy Year or on a rolling 12-month basis to
provide an even more timely and accurate measure of when 5.1 percent has actually been
attained.
Finally, PSEG continues to recommend that the Board consider the implementation of
measures to ensure the stability of the existing SREC market through the market transition.
II.

Maintain compliance with statutory ratepayer cost caps

Consistent with our concerns about the cost implications related to the Board’s
determination of when 5.1 percent has been attained, PSEG believes that the Board should
actively monitor RPS costs and take action to ensure that statutory ratepayer cost caps are not
exceeded. This recommendation is based on the Clean Energy Act’s requirement that “the Board
shall ensure that the cost to customers of the Class 1 renewable energy requirement [which
includes solar] . . . shall not exceed nine percent of the total paid for electricity by all customers
in the State for energy year 2019, energy year 2020, and energy year 2021, respectively, and
shall not exceed seven percent of the total paid for electricity by all customers in the State in any
energy year thereafter.” 1
Currently, there is no mechanism in place to monitor and calculate the ratepayer cost
caps, and to our knowledge no mechanism has been proposed to ensure that the statutory cost
caps will not be exceeded. Therefore, to ensure that the cost caps are not exceeded, and to
enable the Board to establish a successor program that does not exceed statutory ratepayer cost
caps, PSEG recommends that the Board establish a transparent mechanism to actively monitor
costs under the RPS.
Specifically, we recommend that the Board transparently monitor and publicly report, on
1

Clean Energy Act, P.L. 2018, Ch.17, Section 38.d(2).
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a monthly basis, how the costs of the applicable renewable energy requirement compare to the
total amount paid for electricity by all customers in the State. The data for renewable energy
costs should be sourced from reliable data sources such as pricing information provided by
renewable energy credit transfers in PJM GATS, which should then be confirmed and validated
by current market prices evidenced by public exchange monthly settlement prices, such as those
published by the Intercontinental Exchange (ICE). To arrive at the total cost of the renewable
energy requirements, these monthly settlement prices could then be multiplied by the applicable
RPS percentage requirements and aggregated monthly kWh sales data provided by electric
distribution companies (EDCs). EDC sales and receipts data could then be used to calculate the
total amount paid for electricity by all customers in the State, and compared to the renewable
energy costs determined above, to arrive at the percentage that the applicable renewable energy
costs are of total amount paid for electricity by all customers in the State. Using this approach,
the Board would transparently monitor performance against the ratepayer cost caps and be
prepared to take measures necessary to ensure that the cost caps are not exceeded.
III.

Foster transparency and competitiveness by establishing of a market monitor

In response to the Board’s Generic Proceeding to Review the State of the Solar Market,
on December 15, 2017 PSEG submitted comments on how the Board may achieve the state’s
solar development goals to achieve sustained orderly market development while minimizing
costs to ratepayers. In those comments, PSEG recommended that the Board should provide more
oversight to the New Jersey solar market to ensure transparency and competitiveness. Absent
such oversight, we noted that New Jersey ratepayers unnecessarily incur higher costs than they
would under a solar market that is more transparent and competitive.
In particular, PSEG advised that the Board consider the New Jersey Division of Rate
Counsel’s recommendation, provided to the New Jersey Senate Environment and Energy
Committee on June 6, 2016, that the Board establish a market monitoring unit to prevent market
manipulation and safeguard the normal functioning of the market. The market monitor would
provide independent expert monitoring of the competitive performance and efficiency of the
New Jersey SREC market.
Specifically, with regard to market transparency, PSEG noted the problems associated
with an artificial scarcity of SRECs in the market, where each year, many SRECs are not
formally created (despite the generation of qualifying kilowatt hours of solar energy) and are
thus unavailable to the market at the time that compliance obligations are due. To ensure the
normal functioning of the market and to prevent manipulation and uneconomic withholding of
SRECs, PSEG recommended that the Board require all SRECs generated within a compliance
year to be reported to PJM GATS no later than one month prior to the RPS compliance deadline.
A market monitor empowered to enforce such a requirement would help to minimize ratepayer
costs by ensuring that the full supply of SRECs is both transparent to the market, and available
for compliance.
A market monitor would provide a critical oversight function similar to other established
energy and environment markets. For example, PJM employs a market monitor to ensure a
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robust, competitive, and non-discriminatory electric power market in PJM. The Regional
Greenhouse Gas Initiative (“RGGI”) employs a market monitor to monitor the conduct of market
participants in auctions and in the secondary market to identify indications of market
manipulation or collusion and thus ensure the competitiveness of the RGGI market. A market
monitor established with similar oversight roles and responsibilities would serve to prevent anticompetitive conduct, ensure greater transparency and competition in the marketplace, and
ultimately reduce costs to ratepayers.
IV.

Encourage development that minimizes costs and ensures maximum public benefit

The state’s successor solar program(s) should encourage competitive development at
prices that reflect actual solar installation costs without exceeding ratepayer caps, but at the same
time should focus on cost effective approaches with the most public benefits. These types of
programs, in partnership with its utilities, would allow the state to achieve public policy goals,
such as (i) bringing solar benefits to low-to-moderate income customers, by offering universallyaccessible on-site solar or enabling fair access through community solar, (ii) continuing to
develop renewable energy on underutilized and underdeveloped sites like landfills and
brownfields, or in economically disadvantaged communities that would benefit from the
investment, and (iii) designing programs that specifically allocate the incentives and benefits of
solar energy to the broadest segments of our customer base, including through programs
benefitting public entities and institutions, to the benefit of all citizens.
Once again, PSEG appreciates the opportunity to submit comments on these issues. We
thank the Board for its consideration of our submission.

Respectfully submitted,

Joseph A. Shea, Jr.
PSEG Services Corporation
80 Park Plaza, T-5
Newark, NJ 07102
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November 2, 2018
VIA ELECTRONIC AND REGULAR MAIL
The Honorable Aida Camacho-Welch
Secretary, New Jersey Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314
CN 350
Trenton, NJ 08625-0350
Aida.camacho@bpu.nj.gov
Rule.comments@bpu.nj.gov
Re:

Stakeholder Proceeding – New Jersey’s Solar Market Transition

Dear Secretary Camacho-Welch:
This firm is counsel to grid scale solar developers that focus on solar development
projects greater than 10MWac. Our clients appreciate the opportunity to provide comments to
the Board on the important topic of New Jersey’s Solar Market Transition, and we submit the
following comments and responses to several of Staff’s questions on their behalf.
Question 7
Are there approaches or concepts the Board should consider for early implementation as it
explores new or modified solar incentive programs?
The Board should consider structuring a competitive procurement process for large-scale
solar that begins in 2019. This process would provide price discovery that would help inform the
Board and stakeholders on how the State can achieve its 2030 50% renewable energy goals
without dramatically increasing electric rates for customers. Additionally, the solar federal
Investment Tax Credit (“ITC”) decreases from 30% to 26% in 2020. Therefore, in order for
customers to benefit from the full 30% ITC, it is critical that the state provide a long-term
contracting option that would result in awards no later than the third quarter of 2019. With a
long-term power sales contract in place, solar developers can then spend capital to lock in the
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30% ITC in 2019 by using the Safe Harbor provision created by the US Department of Treasury
for the solar ITC. To lock in the 30% ITC in 2019 via the Safe Harbor Provisions, developers
must either commence "physical work of a significant nature" (i.e. start construction) or spend at
least 5% of the cost of the project (i.e. buy panels or racking) – none of which will likely be done
unless the developer has a long-term power sales contract in place.
Question 8
As the Board begins to consider a structure for new or modified solar incentive programs,
what goals or approaches are most important to assuring the long-term growth of a
sustainable solar industry?
Distributed generation and utility-scale solar provides different levels and types of value
to the electric grid and to customers. Solar programs should be designed to take advantage of
both types of solar while recognizing that different types of contracts and incentives will be
needed for net metered solar, small utility-scale solar, and large utility-scale solar. In-state
utility-scale solar will generate the lowest cost power and can help quickly move the needle
toward the State’s 2030 50% renewables goal. In the end, the Board will need to encourage all
types of solar, as well as other types of renewables, in order to meet the State’s renewable energy
goals in a cost-effective manner, while also providing local environmental and economic
benefits.
Question 9
The Clean Energy Act requires the Board, when conducting a study on how to modify or
replace the current SREC program, to ensure the program will continually reduce, where
feasible, the cost of achieving the renewable energy goals set forth in the Act. How can the
Board ensure that the new program will continually reduce the cost of achieving the State’s
renewable energy goals?
In order to ensure that the State is meeting its renewable energy goals in the most costeffective manner it should establish several principles that have proven successful in other
markets. These include:
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1.

Allow all solar resources, including in-state large-scale solar, to participate in the
new renewable energy programs (although not necessarily all in the same program).

2. Utilize competitive procurements whenever possible, or at least for all solar larger
than 5 MWac.
3. Consider the appropriate balance between cost and customer risk. For example, while
long-term contracts for energy, capacity and SRECs would expose customers to some
additional level of risk, not offering long-term contracts to solar projects for
energy+capacity+SRECs results in significantly higher SREC prices, which are
ultimately borne by customers.
4. Provide regular and predictable procurements. Developers of utility-scale solar
should have opportunities, no less once a year, to secure a long-term power purchase
agreement for energy, capacity and SRECs. Uncertainty on timing of procurements,
or long periods of time between procurements creates inefficiencies that may result in
higher SREC prices.
Question 10
What alternative models in other states or localities should the Board evaluate as it considers
the structure of a new or modified solar program?
New York provides a successful and proven model that warrants consideration at least in
part in New Jersey

The New York model provides for centralized procurements that are

conducted by the New York State Energy Research and Development Authority (“NYSERDA”),
the New York Power Authority (“NYPA”), and the Long Island Power Authority (“LIPA”)
These procurements have had the following characteristics:
1. Open to all qualified technologies regardless of nameplate capacity (wind, solar,
biomass, landfill gas, & hydro).
2. Awards are based on a multi-factor evaluation that is transparent to bidders and that
includes local environmental impacts/benefits as well as economic development
benefits.
3. The procurements are open to resources located outside of New York. However, the
vast majority of the awarded contracts have been for in-state resources.
4. Contracts are generally of a term of 15-20 years and include RECs, and in some cases
energy and capacity. Over-market costs for these contracts are recovered through
non-bypassable retail charges for all investor owned utilities and LIPA.
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Additionally, New York has a range of separate programs that have changed over time
that support smaller resources such as net-metered projects, solar projects <5 MWac, and
community solar projects. The New York procurement program has operated for over ten years
resulting in more than 3,000 MW of installed utility-scale renewables and REC pricing (for wind
and utility-scale solar) that has generally remained in the range of $15-25 for a 15-20 year term
(excluding more expensive projects in LIPA’s territory).
Another model that may be useful for New Jersey would be a structure similar to the one
in Massachusetts where SREC-multipliers are used. For example, perhaps projects larger than 5
MWac interconnected to the transmission system could receive a half SREC. Similar to New
York, Massachusetts has conducted competitive procurements for large solar and wind resources
that provide long-term energy+capacity+REC contracts. These procurements were conducted
jointly by the investor owned utilities with the over-market costs recovered through nonbypassable charges.
Question 11
Please provide general comments on any issues not specifically addressed in the questions
above. Please do not reiterate previously made comments, and kindly keep these comments
succinct.
Economies of scale with solar have a meaningful and quantifiable impact on the levelized
cost of energy for solar. For example, while the clearing price for SREC’s in New Jersey
remains above $200, other states in the region such as Pennsylvania and New York, which have
allowed large-scale solar and out of state solar to participate in their markets have seen SREC
equivalent pricing drop into the $10-$25 range.

It is crucial that New Jersey adopt new

renewable programs that allow large utility-scale solar to participate while also providing longterm contracting for energy and capacity. In order to ensure its 50% renewables goal can be
achieved without undue cost to consumers and without shipping the economic and investment
benefits out of state (e.g. buying Illinois or Indiana wind RECs), New Jersey should enable
utility-scale solar to be part of the solution. Utility-scale solar can be built quickly and cost-
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effectively as evidenced by the gigawatts of utility-scale solar being installed every year in all
parts of the United States.
The preservation of farmland is an important policy goal of the state. It is important to
note that large utility-scale solar is concentrated and contiguous and therefore, will ultimately use
less farmland in the aggregate than smaller ground mounted solar. That is, large utility scale
solar achieves economies of scale by getting more out of the same amount of fixed infrastructure
than smaller scale solar projects are able to produce.

Our solar development clients appreciate the opportunity to provide these written
comments regarding this important matter, and they look forward to further collaborating with
the Board and other stakeholders in the development of a new solar market road map.

Respectfully submitted,

Murray E. Bevan

{00077807.1 }

Environmental Markets Association
th
529 14 Street NW, Suite 750
Washington, DC 20045
www.emahq.org

New Jersey’s Solar Market Transition Comments
VIA ELECTRONIC DELIVERY

November 2, 2018

Secretary Aida Camacho
New Jersey Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314, CN 350
Trenton, New Jersey 08625
Re: New Jersey Solar Market Transition Recommendations
Dear Secretary Camacho:
The Environmental Markets Association (“EMA”) appreciates the opportunity to
provide input to the New Jersey Board of Public Utilities (“BPU”) regarding S2314 /
A3723’s legislative requirement to close the current solar renewable energy certificate
(“SREC”) market and transition the state to a more cost-effective solar energy program.
EMA commends the BPU for its leadership in making New Jersey a national leader in
solar energy. The EMA believes that New Jersey’s renewable portfolio standard (“RPS”)
SREC market has been extremely successful at incentivizing new solar energy
generation since its enactment. This policy has consistently achieved the stated
legislative requirements in every year and has successfully facilitated the development
of more than 2,500 megawatts of solar energy in only a decade. We look forward to
participating in this process to ensure New Jersey accomplishes its economic and
environmental sustainability policy objectives in the most efficient and cost-effective
manner.
The EMA is a U.S.-based trade association representing companies that have
interests in the trading, legislation, and regulation of environmental markets. EMA was
founded in 1997 as a 501(c)(6) not-for-profit organization. The members have decades
of extensive, first-hand experience with market instruments related to federal and
regional cap-and-trade programs in sulfur dioxide, nitrogen oxide, and greenhouse gas
emissions, as well as state-driven renewable energy certificate (“REC”) programs.
EMA’s diverse member group represents a wide variety of participants in the clean
energy markets, from utilities and electricity suppliers to renewable energy project
developers and investors. Our members have extensive operational experience with
RPS compliance, REC trading, and renewable energy investment in several states and,
collectively, have contributed to the aggregate economic investment of billions of dollars
to achieve New Jersey’s RPS. The EMA has a vested interest in the continued success
of market-based mechanisms and RPS programs throughout the U.S. Given this, we
believe that the EMA is uniquely qualified to share its experience with the BPU,
especially as it relates to our recommendation that competitive and tradable SREC
markets remain the primary solar policy framework for the successor solar program.
To achieve increased solar penetration in the state of New Jersey, a delicate
balance must be struck between fostering a robust environment for the development of
new solar energy resources, while closely scrutinizing and minimizing the cost to
1
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ratepayers. EMA strongly believes that using a market-based policy solution with
competitive market elements will be the most cost-effective path for the successor solar
energy program in the state of New Jersey. As such, the EMA recommends that New
Jersey accelerate its progress toward this goal by building upon the competitive SREC
market model that has successfully been in place for a decade.
To that end, EMA members are pleased to share a pair of guiding documents
created by the collaboration of our experienced members: Best Practice Principles for
Renewable Energy Certificate Markets (attached as Appendix A) and a Supplemental
Guidance Document (attached as Appendix B). In them, EMA explains areas that are
crucial to a well-functioning and efficient REC market that can maximize RPS benefits.
Specifically, these principles are:
1) Tradeable Products
New Jersey should continue to achieve its RPS targets using tradable RECs,
wherever possible. Tradable RECs allow for accountable policy objectives,
compliance flexibility, and financial innovation1.
2) Market-Based Pricing
New Jersey should allow market participants to facilitate the price discovery
process for RECs wherever possible. Market-based pricing will allow for pricing
transparency, policy cost-effectiveness, ratepayer protection2, information
feedback signals, and a more diverse participant base.
3) Market Design that Fosters Transparency, Competition, and Liquidity
New Jersey should continue to promote competition among solar energy
developers in the successor solar program and continue to maintain all RPS
obligations with electricity suppliers as opposed to electric distribution
companies. New Jersey should avoid placing long-term contracting obligations
on any electricity supplier or on ratepayers. In circumstances where tradable
RECs may not achieve New Jersey’s policy objectives, New Jersey should
ensure that the design of any long-term contracting program does not interfere or
damage the integrity of a competitively-based SREC market. Well-designed
SREC markets allow for market efficiency, liquidity, investor certainty, and
lower costs of capital that support cost-effective RPS achievement.
1

Financial innovation refers to the creative usage of financial instruments for commercial purposes
including, but not limited to, project financing, investment certainty, risk management, and price hedging, all
of which contribute to competitive outcomes that ultimately benefit ratepayers. Tradable RECs priced by
vintage create reference prices for both physical and financial REC contracts (e.g. forward and futures
contracts, respectively) that can be used to facilitate project investment through contracted revenue and to
manage price risk. By helping to lower the risk of economic activity, or by giving market participants tools to
transfer risk, the availability of financial products can lower the cost of capital for renewable resource
investments. This supports lower REC prices and lower RPS costs.
2

A significant and compelling advantage of well-designed RPS mechanisms is that they leverage private
investment and utilize competitive markets to achieve the standards. For example, floating REC prices
ensure that when markets become oversupplied ratepayer costs also decline. RPS policies that place
obligations on electricity suppliers and use tradable RECs to incentivize and account for renewable energy
targets yield many benefits to ratepayers, one of the most important being that private investors, not
ratepayers or taxpayers, bear the risk of clean energy investments.

2
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4) Market Oversight
New Jersey should continue to maintain market oversight through the BPU and
the use of the PJM-GATS environmental registry to collect data, report on RPS
progress, and identify, monitor, and address any fraud or manipulation in the
markets.
5) Market Integrity and Stability
New Jersey should promote Market Integrity and Stability by maintaining the
fundamental structure of its tradable REC markets to achieve increased solar
energy penetration. Policy stability and long-term certainty is not only crucial to
investor confidence and financial innovation but also for ratepayer protection.
EMA’s principles and supplemental design practices encourage private market
investment and result in well-functioning and efficient markets that achieve the stated
goals at the most competitive price to ratepayers. EMA’s REC market principles are
intended to maintain the integrity of the RPS mechanism, which is extremely effective at
leveraging private investment and is designed to efficiently work with New Jersey’s retail
electric choice policy.
The progress achieved by New Jersey’s SREC market to date using tradeable
products is undeniable and should serve as an indicator to the BPU to continue relying
on competitive market mechanisms containing tradeable products to achieve future solar
energy goals. EMA believes that New Jersey’s solar energy accomplishments would not
have been possible without the reliance on, and oversight of, a competitive electricity
and SREC-based marketplace. Regarding the next solar program in New Jersey, the
BPU should follow the legislative requirement to “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.”3
EMA understands that there has been a long-standing debate between the use
of tradable REC markets and administratively designed programs through long-term
contracts or feed-in tariff policies, and that the BPU is also required to consider the use
of long-term contracts for cost recovery in the successor solar program. To date, New
Jersey’s RPS has easily achieved its targets through tradable SREC markets without the
need to obligate ratepayers to long-term contracts or feed-in tariffs. Although New
Jersey has used some long-term SREC contract programs within its SREC market,
these have been embedded within the overall SREC markets (as opposed to the outright
displacement of the SREC market). The EMA respectfully asks that if the BPU is to
pursue the expansion of long-term contracts for cost recovery in the successor solar
program that the following design principles are maintained:
•
•

The use of a deliverable SREC framework as opposed to a feed-in tariff,
The use of programs that do not re-regulate electricity policy in New
Jersey, defined as regulatory actions that shift investment risk away from
private investors and back onto ratepayers, and

3

This language is cited from S2314 / A3723 lines 14-16 in the context of this bill’s legislative directive to the
BPU in designing New Jersey’s successor solar program.
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•

The use of long-term contract programs that do not displace an open,
competitive, and tradable SREC market, but are instead embedded within
the overall program just like the current New Jersey SREC market is
designed. EMA believes the solar development industry should have the
choice between selecting long-term contracts that fix price risk and
transacting directly with retail electricity suppliers in the over-the-counter
SREC market through the use of forward contracts in order to hedge price
risk.

Other RPS jurisdictions (e.g. New York and Illinois) have made the mistake of sacrificing
the benefits of competitive REC markets for long-term contracting programs, often at the
expense of both environmental and economic impact. In fact, a series of annual reports
released by the Lawrence Berkeley National Laboratory shows that states which
prioritize RPS achievement through long-term contracts rather than tradable REC
markets consistently fail to achieve their legislated RPS targets on time:

Source: Lawrence Berkeley National Laboratory Annual RPS Status Report, July 2017

It is also useful to note that well-designed RPS programs with tradable RECs will by
default facilitate forward contract markets and bilateral long-term purchase agreements
(just like in the current New Jersey SREC market today).
As federal policy changes, such as through the expiration of tax incentives for
renewable energy investments, a policy that has been essential to supporting
renewables growth in the region, the regulatory actions of New Jersey will become even
more important. It is imperative to understand that when federal subsidies for renewable
energy expire or weaken, there must be robust market mechanisms in place to ensure
that New Jersey will be able to cost-effectively support its clean energy targets. Failing to
make sure competitive markets remain in place for the achievement of RPS goals will
create substantial risk to New Jersey ratepayers going forward.
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Thank you for your consideration of our comments. The EMA is ready to offer
any additional assistance as needed by the BPU as New Jersey moves towards its clean
energy future.
Sincerely,

David Bernstein
Executive Director
Environmental Markets Association
Ph: (212) 297-2138
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Appendix A – Best Practice Principles for Renewable Energy Certificate Markets
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Appendix B – Supplemental Guidance Document
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November 2, 2018
Aida Camacho
Secretary, New Jersey Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314, CN 350
Trenton, New Jersey 08625
RE: Comments on New Jersey’s Solar Market Transition
On October 5, 2018, the BPU initiated a stakeholder process and request for comments to seek input on
the solar market transition and provided a number of staff questions to help guide discussion of issues
central to this transition. Our organizations appreciate the questions and opportunity to comment, and
respectfully offer these general comments, which reflect our answers to the BPU staff questions, which
we attach as an appendix.
The need for, and guidance regarding, the solar transition are established clearly in the Clean Energy
Act, which Governor Murphy signed into law on May 23 of this year. The Act increases the state’s
renewable energy requirement to 50 percent of all energy sold by 2030, requires increased amounts of
cost-effective energy efficiency and makes a number of other important changes to energy policies in
the state. Our organizations supported this landmark legislation and are fully committed to working
with the administration and the Board of Public Utilities (Board) to implement its provisions.
As the Board tackles these implementation challenges, the overarching purpose of the Act should
remain front and center. The Act’s purpose is to accelerate New Jersey’s reduction of greenhouse gas
emissions to combat climate change, one of the greatest threats facing our state, today and in the
future. To achieve these reductions, the Act relies, in large part, on the growing renewable energy
requirements and successfully meeting them through continued successful competitive deployment of
renewable energy resources.
The Board is now deliberating how best to implement a number of the Act’s requirements that are
central to whether New Jersey will indeed be able to reach 50 percent renewable energy by 2030. Our
comments are intended to help inform the Board on how to implement these requirements in a way
that will ensure these goals will be met with continued growth of in-state solar resources and fair
treatment of existing solar projects.
Indeed, we view continued growth and financial stability for the solar industry as essential to achieving
these goals. The solar industry has installed more than 2,500 MW of solar capacity, making New Jersey

one of the leading states for solar development. There are more than 94,000 solar installations in New
Jersey and 7,000 solar jobs.
Our comments describe an integrated set of solutions that achieve multiple goals: developing high levels
of renewable energy, ensuring the continued growth of the solar industry in New Jersey and protecting
ratepayers within the parameters set by the Clean Energy Act. We believe these goals can be met, and
met well, through an integrated BPU rule that addresses the three key issues of maintaining sustainable
prices for Solar Renewable Energy Credits (SRECs), closing the SREC program to new applications
without creating an oversupply of SRECs, and establishment of an effective interim solar incentive
program to bridge any gap between the closing of the SREC program and the implementation of the
revised or modified solar incentive programs required by the Act.
We look forward to continuing our discussions with BPU staff, solar developers and other stakeholders
to identify workable solutions that will provide an orderly transition to a new solar program.

Respectfully submitted,

Ed Potosnak, New Jersey League of Conservation Voters
Mary Barber, Environmental Defense Fund
Barbara Blumenthal, New Jersey Conservation Foundation
Dale Bryk, Natural Resources Defense Council
Tom Gilbert, Rethink Energy NJ
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1. Overview of comments.
Passage of New Jersey’s landmark clean energy legislation in March of 2018 laid the foundation for the
state to dramatically increase the share of clean energy it produces and consumes, from 10.485% in
2017 to 50% in 2030, without increasing costs unduly for the states residential and business electricity
customers and ratepayers. Yet for the legislation to succeed, the Board of Public Utilities (BPU or
Board) must resolve many new and critical challenges. The most important current challenges are those
created by the interaction of three key features of the new law:
•

•
•

the requirement for the BPU to close the current SREC program to new applications “upon the
attainment of 5.1% of total kilowatt-hours of electricity sold in the state”, by no later than June
1, 2021, and to develop a new or modified replacement program by May 23, 2020;
the increase of the percentage of retail energy sales required from Class I renewable energy
sources to 21% as of January 1, 2020, and to 50% by 2030; and
the imposition of a firm cap, as a percentage of total retail electric revenues, on how much the
BPU can allow to be spent on all required class 1 resources, other than offshore wind.

The way any one of these requirements is addressed will have major impacts on the BPU’s ability to
address the others effectively, due to their interdependence.
For example, the RPS cost cap creates an annual budget for total ratepayer spending on resources, other
than offshore wind, used to meet the RPS. SREC prices generated by the current SREC trading market
could easily be high enough to consume all of this budget, leaving nothing to fund new incentives for
solar and other Class 1 renewables needed to achieve the RPS goals. Somewhat lower SREC prices
could leave enough money in the budget to meet the RPS goals using low-cost regional wind energy, but
not enough to support continued solar growth in New Jersey. SREC prices would need to be in a
somewhat lower “sweet spot” for the budget to support both robust growth in new solar and meeting
the RPS goals. 1
SREC prices in the trading market are very likely to be above this sweet spot if the BPU closes the SREC
program early enough to avoid an oversupply of SRECs, leaving no funds for new solar and potentially
not enough for other Class 1 renewables needed to meet the RPS goals. But if the BPU closes the
program much later, SREC prices are likely to collapse to very low levels due to an oversupply that would
harm many legacy solar providers. Either outcome would be inconsistent with the orderly transition
required by the law. This means the BPU should consider and implement ways to stabilize SREC price
paths over time so they result in such a “sweet spot” with respect to the RPS budget, rather than relying
on the current trading market to produce suitable prices after it is closed to all new entry.
Even with SREC prices stabilized in a “sweet spot”, an SREC oversupply would be extremely challenging
during the closed period. Any significant oversupply would require the BPU to either mandate BGS and
competitive energy providers to retire more SRECs than the new law’s requirement, or to only
compensate SRECs up to the level of the requirement, which would leave the remaining SRECs
worthless. This means the BPU should develop a decision rule that closes the SREC program to new

1

See Appendix 2 for our analysis of the RPS budget and its implications for SREC pricing, new solar incentives and
meeting the overall RPS goals.
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applications in a manner that avoids pushing the supply of unretired SRECs for compliance over the level
required for compliance.
Yet avoiding an oversupply of SRECs is likely to require closing the SREC program to new applications
sooner rather than later. Early closing of the SREC program is likely to create a lengthy gap in which the
solar industry would have neither the current SREC incentive program nor the new or modified incentive
program the Board must study and propose no later May, 2020. Any material gap between the existing
and replacement incentives would seriously harm many solar businesses that rely on continued
deployment to maintain their business operations in the state. This means the BPU should develop an
easily implemented interim incentive program, that will, like the SREC price path, exist within the RPS
budget, and that will provide the needed business continuity to existing solar businesses until the new
programs are ready – which should be at the earliest date possible.
Dynamic interactions between these three requirements for the solar transition mean the BPU must
address all three critical issues in a careful, integrated manner to ensure the orderly transition required
by the new law. [N.J.S.A. 48:3-87(d)(3).] Responses to the questions the BPU staff has issued for
comment, together with additional opportunities for stakeholder engagement and technical work
sessions, can allow the BPU to avoid the pitfalls and develop successful implementation plans for a
transition that is orderly, efficient and fair, while continuing to achieve the new law’s renewable energy
goals, within the budget created by the new law’s RPS cost cap.
To ensure such an outcome, we recommend that the BPU first follow this round of questions with
additional staff-led discussion of issues and potential integrated solutions. After full and transparent
exploration of such solutions, the BPU should issue a proposed rule that lays out the preferred
integrated solution, including clear, detailed and transparent approaches for:
•
•
•

How the Board will assure stable and sustainable SREC prices after closing the program to new
applications2;
The decision rule it will use to determine the closing date of the SREC program to new
applications; and
An effective interim solar incentive program, with sustainable prices, to ensure solar business
continuity during the limited time until the new incentive programs are implemented.

These proposed rules would then, pursuant to the Board’s usual approach for stakeholder processes, be
followed by a final rule. Timely completion of this entire process is, in our view, essential for an orderly
and transparent transition from the SREC program to new or modified programs.
2. Addressing these dynamics without impairing the transition.
The questions issued by BPU staff on October 5 underscore and explore the key dynamics around the
three critical requirements of the new law noted above. In addition to providing simple answers to
these questions in Appendix 1 (attached), we respectfully offer this brief overview of how these

2

We use the term “sustainable SREC prices” to mean prices that are not so low as to fail to adequately
compensate legacy solar, and not so high they use up the share of the RPS budget essential for growth in new solar
and other Class 1 renewables needed to meet the RPS requirements.
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dynamics could backfire under inappropriate transition policies, and on the key policy and process steps
needed to make the transition successful.
i. simply closing the SREC program to new applications is likely to cause unsustainable SREC prices.
(a) The problem. Closing the SREC program to new applications, without also modifying how SREC prices
are established, is highly likely to produce either of two outcomes: either excess supply, if the supply of
new and unretired SRECs exceed the mandated compliance requirement, or excess demand, if the
mandated SREC compliance requirement exceeds the supply of new and unretired SRECs in the nowclosed market.
Excess supply in a closed market can be expected to create extremely low SREC prices, potentially as low
as prices in the regional renewable energy credit (REC) market. Excess demand in such a market will
create extremely high SREC prices, at or near the solar alternative compliance payment (SACP). Such
extremely high or low SREC price outcomes are likely to result in a trading market with no marginal
costs, no entry, and legally fixed demand. Further, since the mandated demand is expressed as a
percent of total retail kilowatt-hour sales, any significant change in sales, such as increases due to higher
summer temperatures and more air conditioning and electrification of transportation and buildings, or
decreases in sales due to rapid deployment of energy efficient end use technologies, could drive the
closed market from low prices due to an oversupply to high prices due to an undersupply. In a closed
market with such fundamentals, it would likely be impossible for the Board to “balance the market” in a
way that avoids prices that are far outside of the sweet spot needed to achieve adequate compensation
for legacy solar, compliance with the RPS goals, and robust growth for new solar. Such uncertainty
about whether SREC prices in the trading market will be too high or too low, and the problems this risk
creates for the solar industry, are likely to be made even worse due to the supply and demand
implications of any decision rule the Board might adopt regarding when to close the SREC program.3
Both excessively high and low SREC price outcomes would jeopardize the transition, and even the entire
RPS.4 High prices, that consume so much of the RPS budget that not enough is left for new solar and
other Class 1 renewables needed to meet the RPS requirements, are simply not sustainable in light of
the state’s long-term goals to dramatically increase solar and other forms of clean energy and to
significantly reduce greenhouse gas emissions. Extremely low SREC prices are not sustainable, either,
since they would be disastrous for many legacy solar projects that rely on SRECs to help cover their
ongoing operating and financing costs, and would likely precipitate a risky and uncertain revamping of
the entire clean energy law, potentially delaying or jeopardizing the state’s clean energy and greenhouse
gas emission reduction goals.

3

Specifically an oversupply with low SREC market prices is likely and could be more extreme if the program is
closed after enough solar energy has actually been delivered to provide 5.1% of the energy actually sold in the
current or previous energy year, and an undersupply and high SREC market prices are likely and could be more
extreme if the program is closed when the number of approved and fully developed new projects is projected to
be just sufficient to meet the 5.1% requirement in a future energy year.
4
Dividing the projected RPS budget by the volume of SRECs required shows that SREC prices below the SACP
would consume the entire budget through 2025. See Appendix 1, Table 1. For there to be enough funds to incent
new solar and other resources needed to meet the RPS goals, SREC prices would need to be much lower – perhaps
half this level.
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(b) The solution. To avoid all these risks and to support legacy solar, new solar and the attainment of
the RPS goals, the BPU should develop a new, administrative approach to SREC price formation, to be in
place and fully operational before the SREC program is closed to new applications. Specifically, the BPU
should develop an administratively determined, forward-looking path of sustainable annual prices for
SRECs for each year during the remaining eligibility period of any accepted SREC project. Keeping SREC
prices on such a fixed price path would eliminate price risk and volatility for legacy solar projects,
protecting them against SREC market prices that would be too low, while ensuring SREC prices are not
so high as to endanger new solar incentives or the state’s ability to achieve the new law’s RPS
requirements. Our analysis, summarized in Appendix 2 to these comments, suggests that a variety of
SREC price paths could potentially be adequate to fairly compensate legacy solar interests, while
preserving enough of the RPS budget to enable vigorous growth in new solar and to meet the total RPS
goals.5
A fixed price path that has been promulgated prior to, and is workable upon, the close of the SREC
program to new applications would also help the BPU avoid the problems of SREC price volatility in the
trading market due to the details of the closure.6 This, in turn, would allow the Board to adopt an
earlier closure date that, as discussed below, would avoid excessive oversupply, without the risk of
extremely high SREC prices consuming the budget needed for future solar growth or the achievement of
the RPS goals. Indeed, the combination of SREC price certainty for legacy solar and adequate funds for
new and improved solar incentive programs should go a long way toward assuring solar companies,
investors and their customers that New Jersey is indeed open for business and committed to continued,
sustainable growth in solar.
Such stable and moderate SREC prices are necessary for an orderly transition, but they are not enough
by themselves to assure one. That assurance also requires the elimination of any material gap between
the end of the SREC program and the implementation of its replacements.
ii. Any significant gap between the SREC program and its replacement will damage solar businesses.
(a) The problem. Even highly sustainable prices for legacy solar programs and ample funds for
incentives in new programs will not help the transition, if there is any material gap with no incentive
program at all. Under the statute’s timelines, however, this gap could last for a year or more. This

5

Our analysis supports the basic insight that the more of the RPS budget that is spent on legacy solar SRECs, the
less is available for new solar growth. For example, in scenarios with $150 initial SREC prices, declining at 6% per
year, our base case shows the remaining budget is large enough for the incentives needed to build up to 88 MW of
new solar every year through 2033, while also paying for the incentives needed for enough low-cost onshore wind
to meet the balance of the RPS requirements. In the same base case, initial SREC prices of $135, declining at the
same annual rates, preserve enough of the budget to build 187 MW of new solar every year, while also meeting
the remaining RPS requirements. If this initial $135 SREC price declines at 10% rather than 6% per year, then the
remaining budget allows for 296 MW of new solar every year. See Appendix 2.
6
While we recommend a purely administrative approach with a settlement process similar to that being
developed for offshore wind renewable energy credits, to replace the current trading market, the BPU may wish to
also consider changes to the current trading market that would establish both a price ceiling and a price floor at
levels that would ensure sustainable SREC prices. If dependable, realistic and workable, such approaches could
have the advantage of not requiring the replacement of the current SREC market with an entirely new means of
transaction.

6|Page

would be disastrous for any solar business that relies on continuous development to achieve the
revenues needed to cover their costs and remain active in the state.
(b). The solution. Any such gap must be filled with an interim program to support business continuity
for major types of solar projects. The interim program should be up and running on the date when the
SREC program is closed to new applications. This calls for a relatively simple program, and ideally one
that would use administrative mechanisms that are either already in place or that can be easily
modified.7
Further, just as the SREC, new solar and other Class 1 renewable costs must remain within the budget
created by the RPS cost cap, so must the costs of the interim program. This calls for a budget-based
program. Developing such a program would require identifying how much of the total RPS budget, after
SREC disbursements, could safely be spent on such an interim program, while leaving enough for new
solar and other renewables needed to meet all future RPS requirements. This accounting must include
outlays for incentives in future years for projects accepted into the interim program. Once the program
budget is established, it would accept a total amount of applications for projects that would just use up
the program budget, in a way that maximizes the amount of solar subscribed in the program. For
example, the interim program could use a competitive solicitation, and encourage applying projects to
achieve the maximum cost recovery possible through payments from customers, wholesale and bilateral
market sales, and federal incentive programs.8 An interim program design that could meet all these
objectives – simple, familiar, budget-based and competitive in nature -- is the NJ SREC II program used
successfully by three of the state’s BGS providers.
iii. Avoid unintended consequences from ambiguity or any lack of transparency around closing the
SREC program to new applications.
(a) The problems. The new law’s requirement for closing of the SREC program to new applications
leaves the Board with ample discretion regarding the actual decision rule to be used for determining
when to close the program. The law provides
No later than 180 days after [the enactment of the new law], the board shall adopt rules
and regulations to close the SREC program to new applications upon the attainment of
5.1 percent of the kilowatt-hours sold in the State by each electric power supplier and
each basic generation provider from solar electric power generators connect to the
distribution system. The board shall continue to consider any application filed before
the date of enactment of [the new law]. The board shall provide for an orderly and
transparent mechanism that will result in the closing of the existing SREC program on a
date certain but no later than June 1, 2021.
Discussions with a variety of interested parties indicates there are two fundamentally different ways of
interpreting what the statue means regarding when the SREC program should be closed to new

7

It may be helpful, for early implementation and high levels of business continuity, to not design the interim
program as a vehicle for piloting new types of solar products and business models.
8
The Board is required by the new law to include, where feasible, such cost reduction measures in any
modification or replacement of the SREC program.
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applications.9 Some parties think the plain language of “on the attainment of 5.1 percent of the kilowatt
hours sold” means the program should be closed after the 5.1 % of total retail sales, in the current or
last energy year, have actually been generated by solar generation in the state.
Despite its agreement with the plain language of the statute, such an interpretation would almost
certainly create a significant oversupply of SRECs, for several reasons. First, solar installations take place
throughout the year, so some new projects that operate during only a part of the energy year in
question will produce a greater amount of electricity the next year, when they are in operation for the
entire year. This overproduction would continue each year in the future, even as the solar requirement
gradually declines. Similarly, any approved projects in the pipeline that have not yet commenced
operation when existing, operating projects have produced 5.1 percent of total retail sales, will produce
more energy in each future year when they are completed, leading to an additional surplus of SRECs
relative to demand. Finally, this approach would not recognize or address the significant volume of
unretired SRECs from previous years, which many interested parties have “banked” on the expectation
of a market shortage, not an oversupply. Failing to recognize these banked SRECs in the attainment of
5.1 percent of the state’s total retail sales would not only contribute to an oversupply, but could
increase the harm of that oversupply to many SREC holders. As pointed out above, in the absence of a
new approach to setting stable and sustainable SREC prices, such an oversupply would very likely cause
the SREC trading market to crash, resulting in SREC prices insufficient to support ongoing recovery of
financial and operating costs for many legacy solar projects.
Even under an administrative price path such as we recommend, however, an overproduction of SRECs
relative to the compliance requirements is problematic. In the face of such an oversupply, the BPU
would have two basic choices: Either require compliance entities to buy more SRECs than the statute
requires; or deny the administratively determined SREC prices to SRECs in excess of the compliance
requirement. The first choice further depletes the RPS budget’s ability to support new solar and other
class 1 renewables and saddles ratepayers with extra costs, while the second requires the BPU to pick
both winners and losers, in terms of deciding which legacy solar parties should bear the financial burden
of the BPU’s decision to exceed the 5.1 percent requirement.
Others think that the requirement should not be interpreted in such an after-the-fact manner, in part to
avoid all of these problems that would result from an oversupply. They reason that such an outcome
would be inconsistent with the legislature’s requirement that the BPU create “an orderly and
transparent mechanism” for closing the existing program and that it “provide an orderly transition to a
new or modified program.” Further, the oversupply itself would be inconsistent with the clear 5.1
percent mandate, which the legislature established in the new legislation and gave no indication that it
wanted the BPU to exceed rather than meet. Indeed, exceeding the solar requirement, even by a few
tenths of one percent, could use up a significant fraction of the remaining budget under the RPS cap,
making it more difficult to achieve the RPS goals through incentives for newer, less expensive, solar and
other Class 1 renewables -- even with sustainable SREC prices.
It could also be argued that buying more SRECs than required would violate another provision of the
new law, namely that the modified SREC program should “continually reduce, where feasible, the cost of

9

The BPU’s proposed rule regarding this same topic simply repeated the statute’s language and did little to clarify
or change these views.
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achieving the solar energy goals set forth in this subsection.” Finally, additional support for closing the
SREC program on a prospective basis may be found in the law’s requirement that the Board continue to
consider SREC applications made before the enactment of the new law. This proviso seems to imply
that the Board could close the program to applications made at any time after the law’s enactment, so
long as it did so in a way that could reasonably be relied on to support the attainment of 5.1 percent of
retail energy sold being from in-state solar systems.
(b) The solution. To avoid the many problems that would be created by an oversupply of SRECs, even if
accompanied by a sustainable SREC price path, we recommend that the Board’s proposed and final rule
should include a decision rule for closing the SREC market that is designed to achieve the 5.1% energy
production target using unretired SRECs from existing projects, along with those from accepted SREC
applications it projects to be completed, and without materially exceeding the 5.1%. Further, this
decision rule must be carefully designed to fit and work well with the details of the other key
components of the solar transition, namely an interim solar program available upon the closure of the
SREC program, and a transparent, fair and effective approach to assuring sustainable prices for SRECs
and the incentives of any interim program.
Appendix 2 of these comments contains our recommendations for the basic framework and content of a
proposed rule that would integrate the solutions to these challenges in a way that will allow them to
work together. In any event, the proposed rule should include clear and full details on how the BPU will
determine the closing date of the SREC program to new applications, how it proposes to assure stable
and sustainable SREC prices after closing, and the timing and other details of an effective interim
program to ensure solar business continuity until the new incentive programs are implemented.
Equally important, any such proposed rule should be preceded by ample comment and technical
discussion sessions to assure all concerns, suggestions and ideas from the solar industry, industry
experts and other stakeholders are understood and can be addressed in the proposed and final rule.
4. Summary
For a successful solar market transition, the BPU must create the market certainty and the policy
certainty needed to support existing and new solar in the state, within the overall framework of the new
energy law. To do so, we respectfully urge the BPU to take steps leading toward a proposed and then a
final rule with detailed, integrated and workable solutions, consistent with the suggestions in these
comments, to:
•
•
•

ensuring sustainable SREC prices after the SREC program closes,
having a working, sustainably priced interim program when the SREC program closes, and
developing a clear, well-considered decision rule for when to close the program.

Further, we encourage the Board to provide additional opportunities for technical discussions and
reasoned input on these matters prior to issuing a proposed rule. By so doing, the Board will assure
both the transparency and the expert input needed for its rule to support an orderly transition.
Appendix 1 of these comments contains our answers to the specific questions asked by BPU staff, which
inform and support the recommendations made herein. Appendix 2 contains an overview of our
analysis of SREC price paths that may adequately compensate legacy solar providers, while conserving
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enough of the budget available under the RPS cost cap to ensure both achievement of the RPS goals and
continued growth for New Jersey’s solar industry.
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Appendix 1
Answers to BPU staff questions.
1. How should the BPU identify, determine, and calculate the “attainment of 5.1 percent of the
kilowatt-hours sold in the State by each electric power supplier and each basic generation provider
from solar electric power generators connected to the distribution system”?
We recommend the BPU develop a decision rule for closing the SREC program to new applications that
will result in enough ongoing solar electricity production to ensure the total supply of unretired SRECs is
sufficient to just meet the 5.1% solar mandate in energy years 2021, 2022 and 2023 and the relevant
solar mandate for subsequent years, while avoiding, if possible, or strictly minimizing any oversupply of
SRECs relative to demand.
However, this recommendation is predicated on the BPU also taking two essential parallel steps, namely
establishing an interim program that can be ready upon or soon after the SREC program is closed, and
establishing a transparent and sustainable SREC price path that will be in place on the day the program
is closed, and will replace the traded SREC market as a means for setting SREC prices and transferring
SRECs from holders to compliance entities. By “sustainable SREC price path”, we mean a schedule of
annual SREC prices that adequately compensates legacy solar projects while also preserving enough of
the budget available under the RPS cost cap to provide the incentives needed for new solar and other
Class 1 renewable resources to meet the RPS requirements in the statute. Without a means of setting
and transacting at sustainable SREC prices, simply closing the program to new applications while relying
on the current trading market to set SREC prices with just enough supply to meet demand, and no entry
possible, is extremely likely to result in SREC prices above levels that would preserve enough of the
budget available under the RPS cap to meet the RPS goals through continued development of renewable
energy.
Such a decision rule will necessarily include evaluating the number of unretired SRECs from previous
vintages and determining how many more megawatts of new solar would be needed, together with
these “banked” SRECs, to meet compliance requirements through the peak years of the solar mandate
and beyond. Then the existing pipeline of projects should be evaluated for when it is likely to produce
this number of installed megawatts. Only those projects that comprise this number of megawatts
should be granted admittance to the SREC program. Others can be referred to the interim program.
Any shortfall of SRECs needed for compliance could be made up by converting megawatt-hours
generated through the interim program into SRECs.
2. Would closing the SREC program to new applications before there is an oversupply cause SREC
prices to reach or exceed the Class 1 renewable cost cap (per the Clean Energy Act)? Would closing
the SREC program to new applications after there is an oversupply cause SREC prices to drop
significantly?
Yes. It is well-known that the traded SREC market has what is often referred to as “a vertical demand
curve.” This is because demand measures the marginal benefit of consumption to the buyer, and the
marginal benefit of consumption to a compliance entity is simply avoiding the SACP. That means if there
are not quite enough SRECs available to meet the aggregate compliance requirement, the market will
clear at the SACP until the undersupply is relieved by new entry or falling demand.
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Further, the SACP is far above the SREC price level that would consume all of the RPS budget simply for
SREC payments until 2026 under reasonable assumptions for the RPS targets and RPS budget, as shown
in Table 1. Table 1 simply divides the annual cost cap (assuming total retail dollar sales stay at current
levels) by the SRECs required in that year to meet the solar mandate (assuming total retail kilowatt-hour
sales stay at their same level). The amounts in column 5 of Table 1 show the resulting SREC prices that
would consume the entire RPS budget. As shown, this level is below the new law’s SACP for each year
up to 2026. An undersupplied, closed SREC market could easily reach levels that would use up all of the
budget available for new renewables, including new solar, needed to meet the RPS goals.

Any such shortage is likely to be structural and persistent in a market that is closed to all new entry.
Since the traded SREC market, like all decentralized markets, trades on expectations of future supply
and demand as well as current period conditions, any such expected structural shortage is likely to result
in SREC prices too high to allow the RPS goals to be met.
Oversupply price dynamics are similar. As soon as the compliance entity has enough SRECs to avoid the
SACP, the marginal benefit to that buyer of one more SREC falls dramatically, perhaps to the discounted
future marginal benefit of avoiding the SACP in the future. When all compliance entities know that
there are more than enough SRECs in the market to satisfy current and future demand, the marginal
benefit of all SRECs will fall as far as the next alternative revenue stream, which is to sell the SREC in the
REC market instead. Since the solar mandate falls each year after 2023, it would be especially easy for
expectations to form that the SREC market will be oversupplied, unless the BPU makes its intentions and
its decision rule for when to close the SREC market as clear and transparent in its details as possible.
One more point regarding SREC market dynamics is essential. Demand for SRECs is directly a function of
total retail energy sales, since the solar mandate is expressed as a percentage of those sales. Thus
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demand for SRECs can fluctuate unpredictably, making it impossible for the BPU to ensure any kind of
“balanced market” or stable pricing in the closed SREC market. Instead, prices in such a market are
likely to be highly volatile, with the risk of high prices crashing suddenly and for extended periods, and
of low prices spiking suddenly and for extended periods. To avoid these risks, not only to the RPS goals
but to SREC generators as well, the BPU should move from the SREC traded market to an
administratively determined, sustainable SREC price path, upon the closing of the SREC program to new
applications, and with full details transparently available well before then.
3. Explain your understanding of what constitutes an “orderly and transparent mechanism that will
result in the closing of the existing SREC program on a date certain …”?
Our understanding is, first, that this requirement should be read together with and informed by the
requirement in the next paragraph of the new law that calls for the BPU to “provide an orderly
transition from the SREC program to a new or modified program.” Thus it is not just the mechanism for
closing the SREC program that must be orderly and transparent, but the entire transition from the
closed program to a modified or new program must also be orderly.
To have such an orderly transition, the mechanism – that is, the details of the decision rule for when,
how and on what basis – the BPU closes the SREC program to new applications must itself be clear,
reasoned and workable, and able to be understood as such by solar market participants, as described in
response to Question 1 above. But in addition, other key policy features needed for the entire transition
to work also need to be transparent in detail, reasoning and workability, and need to be promulgated in
combination with the decision rule for closing the SREC program. As discussed in our comments, these
additional features that are needed to ensure an orderly transition are (i) a sustainable price path for
SRECs after the SREC program – and the SREC trading market – are closed to new entry; and (ii) a
practicable, sustainable interim program to ensure ongoing business continuity for solar companies
between the time the SREC program is closed and the new incentives required by the statute are
implemented.
4. How can the Board ensure SREC prices are sufficient to support an orderly and transparent closure
of the SREC program, while providing enough money under the cost cap to fund new solar incentive
programs and other Class 1 renewables to meet the 50% RPS requirement by 2030?
We strongly recommend the BPU go through an analytical exercise comparable to that described
elsewhere in our comments to find an administratively determined SREC price path or paths that will
achieve the above objectives. For reasons given in our response to question 2, we anticipate there is no
other way to achieve these goals, due to the unstable and volatile fundamentals and structure of the
SREC trading market, especially once it is closed to all new entry. An analytical approach comparable to
the one we recommend will allow the BPU to allocate the budget created by the RPS cost cap among
legacy solar SRECs, future solar investment, and other Class 1 renewable resources needed to meet the
RPS goals. We believe that such an allocation of the budget can support adequate, fair compensation to
legacy solar through administratively determined SREC prices, robust growth in new solar, and enough
additional Class 1 renewables to meet the RPS goals. See Appendix 2 of these comments. In addition to
determining such a price path, the BPU will need to develop and implement a transparent, workable and
efficient way to exchange SRECs for the administrative prices and allow electric power suppliers and
basic generation providers to receive the SRECs so exchanged to meet their compliance needs. We
suggest that such an exchange system could be, to a significant extent, modeled on that being
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developed for ORECs. For such a system to be transparent and workable, it should be developed with
considerable stakeholder and market participant input.
5. What alternative approaches should be considered to allow for adequate compensation of existing
solar projects while preserving enough money under the cost cap to fund new solar incentive
programs and other Class 1 renewables to meet the 50% RPS requirement by 2030?
We do not see any better alternative to the administratively determined, sustainable SREC price paths.
While we recommend a purely administrative transactional process for settlements, we are aware that
some parties prefer modifying the current SREC market in ways that would ensure SREC prices stay
within a relatively narrow zone of sustainable prices, and we encourage the board and other parties to
consider such approaches carefully in terms of their effectiveness, workability and ease of
implementation.
We do recommend several alternative policy features could be included in any approach to keep SREC
prices sustainable, that would allow the BPU to achieve more future solar growth for a given SREC price
path, a higher SREC price path for a given level of new solar, or some combination of these objectives.
The key alternative policy features we recommend considering are:
(a) count retired SRECs towards the RPS goals, rather than viewing the solar mandate as in addition to
the RPS mandate;
(b) find ways to further reduce the cost of wind RECs – for example, through power and REC purchase
agreements to finance new, highly cost-effective wind development -- that are needed to fill up the RPS
requirements within the RPS budget remaining after SREC purchases and new solar incentives; and
(c) consider making the cumulative RPS budget available by carrying forward any surplus in the budget
(that is, expenses not incurred and not charged to ratepayers in one year) for use in subsequent years.
Our analysis suggests each of these approaches could substantially increase the budget available for
allocating among legacy solar SRECs and new solar developments, while still attaining the RPS goals in
2030 and all prior years.
6. Consistent with the guidelines in the law, how can the BPU ensure continuity between the closure
of the SREC program to new applications and the establishment of a new or modified set of solar
programs?
Assuring business continuity is essential for an orderly transition, and will require an easy to implement,
proven-to-work interim program whose costs fit within the overall RPS budget and the portion allocated
to new solar for the one or two years the interim program would need to be in existence. Please see our
general comments for additional detail on our recommended features and implementation of such a
program.
7. Are there approaches or concepts the Board should consider for early implementation as it
explores new or modified solar programs?
We recommend that the Board focus at this time on the key elements of the current stages of the solar
transition, namely ensuring a sustainable SREC price path upon and after closing the SREC program to
new applications, developing a transparent and workable decision rule for closing the SREC market
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without a significant oversupply, and having a workable, transparent interim program available on the
date the SREC program is closed. Beyond that, we support and would underscore the guidelines for new
solar incentive programs in the Clean Energy Act, and look forward to participating in the processes
required by that part of the Act.
8. As the Board begins to consider the structure of new or modified solar incentive programs, what
goals or approaches are most important to assuring the long-term growth of a sustainable solar
industry?
We note that the Clean Energy Act repeatedly calls for transparency, consultation with stakeholders and
experts, and competitive processes for new and modified programs. We strongly support all of these as
essential for the long-term growth of a sustainable industry. In addition, we recommend the Board look
for durable policies that avoid boom and bust cycles or attract such strong political opposition that they
are unlikely to be sustained from one administration to the next. Instead, policies that rely on fair
competition, that can evolve gradually over time as clean technologies improve, and that face policy and
market incentives to deliver maximum value to customers are most likely to support a sustainable clean
energy industry and provide the continued growth needed to decarbonize the power sector and other
energy-consuming sectors.
9. How can the Board best ensure that the new solar program will continually reduce the cost of
achieving the State’s solar energy goals, as required by the Clean Energy Act?
With renewable energy, flexible load and storage costs plummeting globally, we see new and promising
approaches to cost reduction that we encourage the BPU to embrace. First, as noted above,
competition has been proven to dramatically reduce costs around the world and across the US, and we
encourage continued, fair competition be incorporated in all New Jersey’s solar policies. Second, as
renewables and their key enabling technologies of energy efficiency, flexible load, and storage reach
scale in other US markets and globally, we see there are tremendous cost advantages in selected the
right mix of these resources, in the right location, to best meet varying load levels reliably. The right mix
of wind and solar, located in the right places for low delivered costs and production profiles that better
match load, can be substantially less costly than building too much of either, or building both in places
where its total delivered cost is excessive. Adding the right amounts and kinds of storage, efficiency and
flexible load, all located in our key load centers, can further and dramatically improve the economics of
clean energy portfolios. Doing this effectively requires both local and regional efforts. Locally, the BPU
should build expertise in optimizing the mix of flexible load, storage and renewable energy in the state,
while aggressively electrifying additional load to reduce total emissions. Regionally, the BPU should
begin to explore the state of the art of identifying and supporting the regional components of such clean
energy portfolios, and use the state’s membership in the PJM regional grid as further leverage to lower
the cost and improve the environment for all New Jersey residents, as well as recruiting additional states
to make our entire region, like our state, 100% clean energy.
10. What alternate models in other states or localities should the Board evaluate as it considers the
structure of a new or modified solar program?
A number of states have experimented with hybrid incentives that use competition to establish
compensation levels by non-market means, such as power purchase agreements or tariffs, to
compensate solar projects. The competitive pressure provides strong incentives for the projects to
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maximize their non-incentive payment streams, such as from energy market sales, bilateral sales, or
payments for customers for value rendered, such as reduced utility bills or increased resilience. Both
the alternative revenue streams and the competition to be the best, most cost-effective provider can
dramatically reduce the cost of the incentives, while maintaining or even improving solar company
earnings and valuations. We recommend that the BPU explore such programs, including in
Massachusetts, Hawaii, Colorado and Illinois. Hawaii and Colorado both also integrate competitive
procurement of new solar, storage and other clean energy resources directly into their integrated
resource planning process, which has two major benefits: first, it ensures the plans have realistic, up-todate, and ready-to-execute prices and performance assumptions; and second, it saves a lot of time and
cost in terms of managing separate planning and procurement processes. Such a competitive planning
process could play a major role in helping New Jersey achieve the cost savings we discuss in our answer
to question 9.
11. Please provide general comments on any issues not specifically addressed in the questions above.
Please see our general comments, above.
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Appendix 2
Notes on identifying sustainable prices for SRECs and an interim program
1. Identifying sustainable SREC price paths. The RPS cost cap establishes an annual budget for the
incentives for all Class 1 renewables, other than offshore wind. It is relatively straightforward to project
an annual budget for each year in which the statute mandates a solar requirement as a share of total
retail sales, based on reasonable assumptions regarding future energy prices and rates and total retail
energy consumption. To find sustainable SREC prices, this annual budget needs to be allocated among
SREC payments and incentives for new solar and other Class 1 renewables, other than offshore wind,
needed to meet the RPS requirements.
For any given SREC price path, it is straightforward to calculate the dollars from the budget that would
be spent on achieving compliance with the statute’s annual solar mandate, by multiplying the required
number of SRECs to be retired in each year by the assumed SREC price in that year. Subtracting this
total SREC spending in each year from the projected annual budget in each year leaves the remaining
budget to fund incentives needed in that year to achieve the RPS goals, including the annual cost of
incentives for any new solar in the state. Because the RPS cost cap does not include offshore wind, the
RPS goals that must be met within the budget for each year are the overall statutory RPS goals, minus
any offshore wind renewable energy credits produced and retired in that same year.
This remaining share of the budget then needs to be allocated among three categories of incentive
costs. The first category is incentive payments made in each year through multi-year incentive programs
such as long-term contracts and declining block tariffs for new solar or other Class 1 renewable projects
from prior years. For example, assuming ten-year contracts, a new solar project under a long-term
contract in 2019 will receive incentive payments through 2028, and the cost of those payments needs to
be within the RPS budget for all those years. The second category is new solar projects that are initiated
in each year, which will incur incentive costs in that year and each subsequent year it is eligible for them.
The third category is enough renewable energy credits (RECs) to meet the RPS goals for the year, net of
current offshore wind energy production.
Our preferred approach to allocating the budget remaining after SRECs to these three categories is to
maximize the amount of new solar that can be developed in the current year, after paying the incentives
for new solar from previous years that is still eligible for incentives, subject to the constraint that
enough money be set aside to buy enough RECs to meet the RPS goals for the current year. This
approach maximizes the share of the RPS cost cap that can be spent on the combination of legacy and
new solar, while spending as little as possible on less expensive wind RECs needed to meet the RPS
goals. Further, with lower SREC prices, it ensures that as much as possible of the budget freed up by
lower SREC prices is spent on new solar in the state as possible, while still meeting the RPS goals.
Once the analysis is set up in this manner, it is relatively straightforward to test a wide variety of SREC
price paths to see how much new solar can be built each year while still achieving the RPS goals and
without exceeding the RPS budget. While there is clearly a tradeoff between SREC prices and the
maximum amount of new solar that can be built each year, under reasonable assumptions about future
total retail sales, in kilowatt-hours and in dollars, the cost of new solar, market and other revenue
streams available to help defray new solar costs, and the penetration of offshore wind, our version of
the analysis described above suggests that SREC price paths that start in the $130 to $150 range and
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decline at approximately 6% per year through 2033 (the end of the longest SREC eligibility period under
current law) allow new solar construction of between 100 and 400 MW each year, while staying within
the RPS budget and fully meeting the RPS goals.
Any such SREC price paths, provided the BPU finds they provide fair and adequate compensation for
legacy solar projects, would be sustainable. That is, they would fairly compensate legacy solar, be
consistent with the overall RPS budget, leave enough of that budget to meet the overall RPS goals, and
would ensure continued future growth for solar in the state.
Importantly, our analysis suggests that more solar could be built each year at a given SREC price, within
the budget and while meeting the RPS goals, under a variety of new policy approaches. Specifically,
counting retired SRECs towards the RPS goals, instead of treating them as above and beyond the RPS
goals, would allow significantly more solar to be built each year, for any given SREC price path. Similarly,
under some scenarios there is a significant surplus under the annual budget in early years. To the
extent this budget is not needed to address some of the issues identified in item #2 of this appendix,
allowing unused portions of the RPS budget to be tapped in future years could allow significantly more
solar to be built each year.
We recommend the BPU and interested parties explore such an approach to identifying sustainable
SREC price paths, with the objective of finding a sustainable path or an aggregate of several paths for
solar projects of different types and vintages, that is itself sustainable. Ideally, such explorations and
increased consensus around their key features would take place prior to the issuance of a proposed rule
and would inform that rule to ensure its ultimate fairness and workability. Of particular importance is
additional insight into, and ideally consensus on, levels of SREC pricing that provide adequate
compensation to legacy projects, while still supporting acceptable amounts of new solar within the
state, without compromising the achievement of the RPS goals.
2. Additional critical issues for stakeholder input. Current settlement, purchasing, hedging and
compliance mechanisms for unretired SRECs, whether from newly eligible solar projects or from prior
vintages, may also need to be modified to work efficiently with an administrative SREC price. Any such
modifications should be carefully considered to ensure they are fair, non-discriminatory, and
practicable, and to minimize their placing unsustainable demands on the RPS budget. All these critical
details should be informed and improved by a collaborative or stakeholder process prior to the issuance
of a proposed rule. Special attention may be warranted for the treatment of unretired SRECs from
earlier vintages, which may be held by a variety of parties under a variety of contractual arrangements.
These issues could implicate whether or not there will be a substantial budget surplus in the early years
of the RPS program, and thereby impact the identification of an optimal sustainable SREC price path, as
discussed above.
3. Ensuring sustainable prices for the interim program. The same analytical process that can establish a
maximum annual budget for new solar, for a given SREC price path, should be followed to set up a
maximum annual budget for the interim program. Setting such a budget will ensure that the interim
program will not eat up current and future budgets needed to support continued solar growth and meet
the RPS.
The interim program should be designed to not only address the gap between the SREC program and
new solar incentive programs, but to preserve as much money as possible for those new solar programs,
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thus ensuring both business continuity and faster future growth rates for solar. One such approach is to
build on the competitive bidding and procurement process used in the NJ SREC II program, which ended
in 2018. This approach has the added benefit of building on a pre-existing program, which could make it
implementable upon the closing of the SREC program to new applications, even if the BPU chooses an
early closing to avoid the problems of an oversupply of SRECs in a closed market. Similar to the
approach to finding and implementing sustainable SREC prices, the design and scope of the interim
program would benefit from further technical discussions and stakeholder input prior to the issuance of
a proposed rule.
4. Examples of potential sustainable SREC price paths.
The following table shows the results of our analysis, using the methodology described above, of six
SREC price paths in two different policy cases.
Table 1

Each column labeled A through F in the table contains a different price path, with the same price path in
the same column in each case. There are two price paths with initial SREC prices of $150 (columns A, B)
two with initial prices of $135 (columns C, D) and two with initial prices of $120 (columns E, F). In each
of these pairs, prices decline by 6% per year in the first path, and by 10% per year in the second path.
The only difference between Case 1 and Case 2 is that SRECs are assumed to not count towards the RPS
goal in the first case and to count towards it in the second case. This allows direct comparison of the
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impact of this one change in policy.10 Comparing the maximum amount of new solar that can be built
within the budget in the same scenario (i.e., column) in the two different cases shows that this one
policy change could dramatically increase the amount of new solar that can be built each year, especially
at higher SREC price paths.
By reading across the scenarios horizontally, Table 1 clearly illustrates the basic tradeoff that faces the
BPU and the solar industry -- higher SREC prices for legacy solar mean reduced funds available under the
RPS cost cap for new solar development in the future. But the results in Table 1 go beyond simple
tradeoffs and suggest that there could be a variety of sustainable SREC price paths for the BPU to use to
help ensure a successful solar market transition.
For example, if the BPU were to find, after additional input and technical discussion with affected parties
and experts, that an SREC price path that started, for example, at $135 and declined at an annual rate of
10% offered fair and adequate revenue, including protection from excessively low SREC prices, to legacy
solar, there would be enough funds left in the annual RPS budget to fund incentives needed to develop
roughly 300 MW of new solar every year from 2019 to 2033 (see Scenario D in Case 1 and Case 2) –
under the relatively conservative assumptions in our analysis, including those for new solar costs in the
future. Somewhat more solar could be developed each year, under those same SREC price paths, if the
BPU can find a way to reduce the cost of wind RECs needed to fill up the remainder of the RPS
requirements, since the less these wind RECs cost, the more of the budget is available to pay for new
solar incentives. For example, replacing spot market wind REC purchases with long term contracts for
bundled energy plus RECs from new wind development could result in materially lower financing and
hedging costs for wind developers, with the savings reflected in significantly lower REC prices and thus
more money left in the RPS budget for new solar incentives.
Table 1 also shows how much of the cumulative RPS budget for this entire period is not spent in each
scenario, due to the analytical assumption that the annual budget is binding and surpluses cannot be
carried forward. Much of this surplus is due to the higher RPS budget of 9% of total retail dollar sales in
2019, 2020 and 2021, and if it is not spent then or carried forward, accrues as customer savings relative
to the total budgeted amount. The BPU may decide to use some of this surplus to help address issues
associated with unretired SRECs from earlier vintages, which would otherwise inhibit an orderly
transition from the SREC program to modified or new programs. However, to the extent there is any
substantial surplus, if the BPU were to allow that surplus to be credited against future year’s RPS
expenditures, even more new solar could be built at a given SREC price path.

10

Other key assumptions, not listed in the table, are that: total retail kWh and dollar sales remain at current levels
throughout the period analyze (2019 through 2033); new solar incentives are equal to the assumed LCOE minus
assumed PJM energy and capacity revenues of $45 per MWH; the initial solar LCOE declines by 1% per year; wind
RECs initially cost $12 and decline by 1% per year; that the full 3500 MW target of offshore wind is deployed in
tranches of 500 to 600 MW between 2023 and 2030; and that the RPS budget is applied on an annual basis with no
carry-forward of any surplus in the early years for use in later years. We view these assumptions as generally
conservative. For example, increasing utility rates over the next decade are probably more likely than flat or
declining rates, and would tend to result in a larger RPS budget. Similarly, significant energy efficiency gains,
outrunning the pace of electrification in the early years of the next decade, would lead to smaller RPS MWH
targets than assumed, making it easier to stay within the available RPS budget.
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atlanticcityelectric.com

November 2, 2018
VIA FEDERAL EXPRESS and
ELECTRONIC MAIL
rule.comments@bpu.nj.gov
Aida Camacho-Welch
Secretary of the Board
Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314
P.O. Box 350
Trenton, New Jersey 08625-0350
RE:

New Jersey’s Solar Market Transition
In the Matter of Modification of the Solar Renewable Portfolio Standard (“RPS”)
and Solar Alternative Compliance Payment Schedules and the Reduction of the
Qualification Life for Solar Renewable Energy Certificates Solar Facilities
BPU Docket No. QO18070698

Dear Secretary Camacho-Welch:
Atlantic City Electric Company (“ACE” or the “Company”) appreciates the opportunity
to submit comments to the New Jersey Board of Public Utilities (the “Board” or “BPU”) on a
number of issues surrounding the transition of the New Jersey Solar Renewable Energy
Certificate (“SREC”) Program pursuant to the Clean Energy Act of 2018, P.L. 2018, c. 17. The
Company reserves the right to modify or supplement these responses as the proceeding develops.
Request for Comments
Stakeholders have been invited to submit general comments on the issues below.
ACE’s response is noted beneath each question:
1.

How should the BPU identify, determine, and calculate the “attainment of 5.1 percent of
the kilowatt-hours sold in the State by each electric power supplier and each basic
generation provider from solar electric power generators connected to the distribution
system”?

Aida Camacho-Welch
November 2, 2018
Page 2
ACE Response:
Attainment of the 5.1 percent should be measured by the combination of existing solar
capacity plus the proposed solar capacity that has obtained Permission to Operate
(“PTO”) from the electric distribution company (“EDC”). ACE believes it is necessary
to include a cut-off for proposed projects that will be included in the 5.1 percent
attainment calculation to support market confidence. The PTO date serves as a
reasonable milestone along the project development continuum by which to measure the
likelihood that a project will deliver capacity into the distribution system.
2.

Would closing the SREC program to new applications before there is an oversupply
cause SREC prices to reach or exceed the Class I renewables cost cap (per the Clean
Energy Act)? Would closing the SREC program to new applications after there is an
oversupply cause SREC prices to drop significantly? Please explain your analysis.
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

3.

Explain your understanding of what constitutes an “orderly and transparent mechanism
that will result in the closing of the existing SREC program on a date certain but no later
than June 1, 2021.” How much notice is needed, and what specific information should
be published?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

4.

How can the Board ensure SREC prices are sufficient to support an orderly and
transparent closure of the SREC program, while providing enough money under the cost
cap to fund new solar incentive programs and other Class I renewables to meet the 50
percent RPS requirement by 2030?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

Aida Camacho-Welch
November 2, 2018
Page 3

5.

What alternative approaches should be considered to allow for adequate compensation
of existing solar projects while preserving enough money under the cost cap to support
continued growth in solar and other Class I renewables?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

6.

Consistent with the guidelines in the law, how can the BPU ensure continuity
between the closure of the SREC program to new applications and the establishment of
a new or modified set of solar programs?
ACE Response:
Simply stated, the BPU can ensure continuity by developing a process for the orderly
phase out of the existing program and proper phase in of the new program. The Board
should involve the EDCs and other stakeholders in the process and the timeline of how
the phasing between the two programs will be accomplished.

7.

Are there approaches or concepts the Board should consider for early implementation as
it explores new or modified solar incentive programs?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

8.

As the Board begins to consider the structure of new or modified solar incentive
programs, what goals or approaches are most important to assuring the long-term growth
of a sustainable solar industry?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

9.

The Clean Energy Act requires the Board, when conducting a study on how to modify or
replace the current SREC program, to ensure that the program will continually reduce,
where feasible, the cost of achieving the solar energy goals set forth in the act. How can
the Board best ensure that the new program will continually reduce the cost of the
achieving the State’s solar energy goals?

Aida Camacho-Welch
November 2, 2018
Page 4
ACE Response:
ACE respectfully suggests that the Board permit utilities to develop, own, and/or operate
utility scale and community solar projects. Large scale projects will be less costly, and
the utility could insure that community solar is installed in locations where it provides the
most benefit to the grid and to all customers.

10.

What alternate models in other states or localities should the Board evaluate as it
considers the structure of a new or modified solar program?
ACE Response:
Although ACE has no comments at this time, the Company reserves the right to offer
input as the proceeding develops.

11.

Please provide general comments on any issues not specifically addressed in the
questions above. Please do not reiterate previously made comments, and kindly keep
these comments succinct.
ACE Response:
The Company respectfully submits that the Board create a regulatory construct that
enables a smooth market transition while also maintaining investor confidence. In
addition to the policy questions listed above, ACE recommends that the Board consider
the impact of net metering and the cost recovery mechanism associated with upgrading
constrained circuits.
Concerning the net meter incentive, it is important that solar customers contribute their
fair share to maintain the transmission and distribution grids. The net metering subsidy
is particularly relevant to the solar market proceedings because all customers obtain
benefits from the grid whether they have a solar installation on premises or not. Nonsolar customers must be made whole and the utility tariff structure needs to ensure that
the utility is made whole as well.
In addition, to help enable further growth in solar, ACE respectfully submits that a cost
recovery mechanism is needed to pay for system upgrades where the aggregate impact
of multiple solar installations is creating a capacity constraint on the circuit that no
single project can afford to pay. In this specific scenario, the utility could complete any
needed upgrades while recouping the costs – and customers would be able to
interconnect solar projects on circuits that would not otherwise have been possible.

Aida Camacho-Welch
November 2, 2018
Page 5
ACE appreciates the opportunity to provide its Comments and would welcome the
opportunity to further elaborate in future proceedings related to the transition of New Jersey’s
solar market.

Respectfully submitted,

/jpr
Philip J. Passanante
An Attorney at Law of the
State of New Jersey

Flett Exchange, LLC
November 1, 2018
State of New Jersey Board of Public Utilities
New Jersey’s Solar Market Transition
Request for Comments:
1. The BPU should calculate the “attainment of 5.1 percent” by the following:
a. Obtain the official amount of retail electric sales sold in energy year 2019. Multiply it by
5.1% and divide it by 1.2. This will determine the amount of solar installed statewide
that is eligible to earn SRECs in order to achieve 5.1% of the electricity is produced by
solar.
1. (example: ry 2016 retail electric sales according to www.eia.gov = 75,359,371
megawatthours, *.051/1.2=3,202,773 installed capacity (kW)
2.
a. YES: Closing the SREC program before or at the point where the amount of solar
installed will produce 5.1% or less of statewide electricity will cause the cost of Class 1
(Class 1 is the combination of Class 1 and SREC since SREC is defined as a Class 1 rec) to
reach and exceed the Class 1 renewables cost cap. When this cap will be hit depends
largely on three variables. The three variables are: 1. The price of SRECs 2. the prices of
Class 1 recs and 3. the retail price of electricity as reported by the EIA (assuming that EIA
retail price is the input chosen by the BPU to calculate the cost cap).
i. SRECS: If there is a shortage of SRECs comparted to the requirement SRECs are
expected to trade at 95% of the SACP. This is backed up by past performance in
a short SREC market in the past.
ii. Class 1: IF Class 1 recs move up the cost cap will be hit sooner. Class 1 recs
trade in the $7 range now. Class 1 RECs have an ACP (cap) of $50 so there is
room for cost increases.
iii. Retail Electric Prices: IF the retail price of electricity falls the price cap will be hit
sooner. The retail price as reported by the EIA in 2016 was 13.38 cents/kWh.
IF N.J. retail electric sales are 75GWH AND the SREC price is 95% of the SACP and
Class 1 recs trade $7 the following is the calculation of how much $ and when the
cap is hit/exceeded:
EY
2019
2020
2021
2022
2023
2024
2025
2026

cap
$ 907,477,545.58
$ 907,477,545.58
$ 907,477,545.58
$ 705,815,868.79
$ 705,815,868.79
$ 705,815,868.79
$ 705,815,868.79
$ 705,815,868.79

under/over
$ (4,649,673.19)
$ 82,136,439.23
$ 108,788,787.98
$ 273,938,849.52
$ 204,781,554.76
$ 154,094,841.82
$ 148,910,117.10
$ (25,056,990.86)

b. Allowing more capacity than 5.1% will mathematically guarantee that the current SREC
program would trade to Zero. The forward prices (more than 3 years forward) will go to
zero in the short term – under 1 year. The spot prices will go to zero between 1 and 3
years depending upon the degree of how much more capacity is allowed to be
developed above and beyond the 5.1%. If the BPU allows applications for solar
installations to earn SRECs above and beyond the 5.1% it is counter to the legislative
intent of the law. The intent of the law was to allow up to enough, but no more installed
solar, to produce 5.1% of annual electricity demand in the state.

3. An “orderly and transparent mechanism that will result in the closing of the existing SREC
program on the date certain but no later than June 1, 2021” requires the following:
a. Systems energized before the installed Mw solar capacity reaches .051 % of energy year
2019 retail electric sales divided by 1.2 HAVE THE OPTION TO BE eligible for the current
SREC program. (example 76 Gwh *.051 / 1.2= 3,230 installed Mw). All systems energized
after this calculated capacity will not earn SRECs)
b. The BPU should not create a queue because it will be gamed by installers and any
gaming will be at the detriment of the ratepayer. Closing the ability to participate by
those systems already in the “pipeline” creates winner projects in the pipeline and
inhibits competition.
c. The board needs to establish what the successor SREC program will be as soon as
possible so that as the time approaches to close the current program investors can
make informed decisions.
4. It is impossible for the Board to “ensure SREC prices are sufficient to support an orderly and
transparent closure of the SREC program, while providing enough money under the cost cap to
fund new solar incentive programs and other Class 1 renewables to meet the 50% RPS
requirement by 2050”. (see attached blog article published by Flett Exchange, LLC commenting
on the flaws in The Clean Energy Act) The Clean Energy Act failed to adjust the SACP for solar in
a meaningful way and was designed to “pin” the SACP levels. This approach maximized
payments to current solar owners at the detriment of the ratepayer and for all future solar
development in the State. It is mathematically impossible to maximize developer and solar
owner profits, continue to give sufficient future subsidies to new solar development and keep
those costs under the 9% and 7% caps. However, the new section added to The Clean Energy Act
stating: “The board shall take any steps necessary to prevent the exceedance of the cap on
the cost to customers including, but not limited to, adjusting the Class I renewable energy
requirement” appears to give the BPU latitude to make adjustments to any part of the law
that will reduce cost outside of the newly protected offshore wind component. However, it
needs to be noted, any reduction in demand for the SREC program after it is “closed” and by
sequestering it outside of incentivizing future development of solar creates a situation in
which a reduction in demand will cause a collapse of SREC prices. The preferred lever to
reduce costs would be a lower SACP level. However, one of the underlying aspects of the
New Jersey Solar market for the last decade lies in the investor confidence that once

established by law the BPU can only increase the SACP, NEVER reduce the SACP as per the
following excerpt of the Clean Energy Act: “The board may initiate subsequent proceedings
and adopt, after appropriate notice and opportunity for public comment and public hearing,
an increase in solar alternative compliance payments, provided that the board shall not
reduce previously established levels of solar alternative compliance payments, nor shall the
board provide relief from the obligation of payment of the SACP by the electric power
suppliers or basic generation service providers in any form.”. It is widely understood in
investor circles of New Jersey solar that only the legislature has the power to reduce an
SACP. The added cost cap language of the Clean Energy Act runs counter to that.
Unfortunately, the BPU will have to decide which lever to pull in keeping below the cost cap.
Lower the SACP and it jeopardizes investor confidence built up over a decade or reduce
SREC buying requirements and collapse the SREC market to zero.
5. There are no alternatives to “allow for adequate compensation of existing solar projects while
preserving enough money under the cost cap to support continued growth in solar and other
Class 1 renewables” to reach The Clean Energy Act goals if the costs for solar development are
to be paid by the ratepayer. The only alternative is to report back to the legislature that the cost
caps are too low and the SACP for current solar are too high if the money to pay is paid by the
ratepayer. A separate tax outside of the ratepayer would need to be implemented on New
Jersey taxpayers to achieve the goals of The Clean Energy Act or all solar development in New
Jersey starting in 2021 will have to stop immediately. One alternative would be to redirect all
RGGI funds to new solar development since it is not qualified as Class 1 and may sit outside of
the 9% t0 7% cap. It is still paid for by the ratepayer but would allow for circumvention of the
cost cap as defined in the legislation.
6. Under the guidelines of the law the BPU can decrease the SREC requirement once the cost cap is
hit. This will create an over-supply of SRECs and collapse the SREC market to zero. Since The
Clean Energy Act calls for a new SREC program that can potentially “unlink” future development
from past investors it is no longer a competitive market with a built-in growth curve. Once the
market is oversupplied there is no chance for it to ever recover as opposed to the original SREC
program. This will wipe out all past investors in solar and bring the cost to ratepayers down
about 900 million a year in which can be earmarked for new solar development. This flies in the
face of the legislative intent but can be argued that the phrase “The board shall take any steps
necessary to…… ” gives it the latitude to do so. The BPU needs to report back to the
legislature that the only way to retain continuity is to retain the current SREC program with
lower SACPs and an aggressive long term increase in the solar carve-out of the RPS.
7. Flett Exchange stresses that modified solar incentive programs be the following:
a. Competitive- allow for open access and competition for the development of solar. This is
the only way to contain costs for ratepayers
b. Consistant- Solar investors want consistency. The competitive SREC program has over a
decade of success. All approaches should include the current structure while reducing
costs – SACP. This was successful in 2012
c. Fair to Ratepayers with ability for ratepayer incentives to decrease as solar prices
decrease: Solar infrastructure costs have consistently decreased at a pace quicker than
modeled during the duration of the solar incentive market in New Jersey. Estimates for
decreasing costs were built into the decreasing SACP schedule each time it was

adjusted. Originally the estimate was a decrease of 2 to 2.5% a year. Actual installation
price decreases were much more. If there was a fixed rate long term contract market
instead of the flexible, open and competitive SREC market New Jersey Ratepayers would
have been locked into paying for high priced installations for 15 years after they were
installed. The BPU did EDC programs over the years and all of them saddled the
ratepayers with long term contracts of which some are hundreds of dollars above the
active SREC market.
8. When the board considers modifying the structure of the solar incentive program the most
important aspect is to allow for open and competitive access to investors while at the same time
allowing for the ratepayer to benefit from lower costs of solar. Moving to fixed rate long-term
contracts/tariff model hurts competition and guarantees profits to solar developers at the
expense of the ratepayer.
9. The best way to modify the current program to reduce costs while achieving solar energy goals
is to reduce the SACP to realistic levels for all past and future solar installations while at the
same time allowing for open competition as with the current SREC program and discontinue any
mandatory long-term contracting locking ratepayers into contracts with developers and
investors.
10. The board should look to the failures of feed-in-tarrifs in Spain in which long term contracts
backed by utilities guaranteeing profits for power developers created an economic disaster
which had to be assumed by the Spanish government (taxpayers). Some of the highest power
costs and created ‘Energy poverty’ in Spain which became an election issue. An open and
competitive incentive market like the current SREC program in New Jersey would have
prevented this.

VIA EMAIL AND REGULAR MAIL
October 30, 2018
Ms. Aida Camacho, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor
Suite 314, CN350
Trenton, New Jersey 08625
RE:

Response to October 5, 2018 BPU Request for Comments on
New Jersey’s Solar Market Transition

Dear Ms. Camacho,

In accordance with the Notice dated October 5th, 2018, the purpose of this letter is to provide the
Board of Public Utilities (BPU) with comments relative to the above matter, particularly questions 1
through 4, which relate to determining the appropriate process and time frame for the termination
of the current SREC Program. As a local public authority in New Jersey who is committed to
maintaining stability in property taxes and providing needed services to the residents and businesses
of Mercer County, the Mercer County Improvement Authority (MCIA) has a special and strong
interest in assuring a fair and reliable process for closing the SREC Registration Program (SRP), which
is the clearing house for SREC applications. The MCIA and the County of Mercer have made
substantial investments to develop solar projects to the benefit of our constituents, and, as such, are
relying on the BPU to implement a process that respects these investments. Specifically, it is critical
that BPU enact rules and policies that do NOT injure the financial foundation of these projects by
allowing the SREC market available to existing (legacy) projects to be over-supplied with SRECs,
thereby reducing SREC prices and harming local units and taxpayers.
The MCIA is also cognizant of the fact that there are some stakeholders to the BPU process who are
asking the BPU to take direct action to reduce SREC values for existing solar projects to meet the rate
cap provisions of the Clean Energy Act. The MCIA and the County of Mercer undertook these solar
investments to provide lower cost, clean energy to local units and to further the State's energy
policy. It would be highly unfair, unreasonable, and contrary to state law and policy for the BPU to
act in a manner that did not provide a stable investment climate, and to respect and support the
decisions made by county and municipal officials. Accordingly, the BPU should reject any proposal
that would reduce SREC prices and devalue these investments to the detriment of New Jersey
residents and taxpayers.

Ms. Aida Camacho
October 30, 2018
Page 2
The rate caps do not exist in a vacuum and New Jersey's interest in stabilizing property taxes and
providing a stable investment climate should be respected by the BPU in its decisions in this
matter. Not only would existing projects and local units be harmed by any BPU action to reduce SREC
prices for legacy projects, but the development of energy polices and projects in the future will be
more challenging (and costly) if investors cannot have confidence in the State and the BPU to provide
a stable long-term investment climate. Instead, the BPU should commit itself to stability in the legacy
SREC market and work to assure supply-demand balance to protect both investors and ratepayers.
In accordance with this position, it is recommended that the BPU adopt the process described in
Attachment 1 to these comments to close the SREC application process. This will help to prevent
investments by local units from being stranded as the result of BPU action.
The MCIA appreciates your attention to this matter of great importance to the Mercer County
Improvement Authority. Please feel free to contact me should you have any further questions or
concerns.
Sincerely,
MERCER COUNTY IMPROVEMENT AUTHORITY

Phillip S. Miller
Executive Director

Attachment 1
1. The BPU should add approved projects in the SRP pipeline plus completed applications not
yet approved (“pipeline projects”) and apply a “scrub rate” (the historic percentage of
projects that apply to the program but do not result in operating projects) to derive the level
of projected pipeline capacity. A performance ratio (MWH per MW) should be applied to this
total to derive an estimated annual production amount.
2. This amount should be added to the current amount of operating capacity multiplied by the
performance ratio (MWH per MW) based on the vintage of projects by in-service year (as
project performance declines over time and some of the projects are up to fifteen years old).
3. This sum should be divided by retail sales for the four Electric Distribution Companies (EDCs)
based on the most recent Energy Year data available.
4. When this calculation equals or exceeds 5.1% the BPU should stop accepting applications and
notify stakeholders. Any projects that applied between a) the last day for which the above
data was used in the above calculations, and b) the day at which the BPU closed the
application window should be placed on a “waiting list” so that they can be allowed in the
SREC program only if, upon receipt of actual data, the 5.1% has not been achieved. This will
prevent the market from going short and prevent prices from increasing to the solar
alternative compliance payment (SACP).
5. The BPU should provide the market with online reporting of progress towards the 5.1%
target. No less than weekly the BPU should publish the estimated solar renewable portfolio
standard (RPS) percentage based on installed plus pipeline projects and based on scrub rate
and performance assumptions. Online tracking can be supplemented with periodic email
status updates to the Office of Clean Energy (OCE) solar Listserv.
6. Finally, and importantly, the BPU should make clear its intent to keep the SREC market in
balance for legacy projects over the remaining SREC life of up to fifteen years for these legacy
projects.

Response to October 5, 2018 BPU Request for Comments
On New Jersey’s Solar Market Transition on Behalf of
the Morris County Improvement Authority, the Somerset County Improvement
Authority, and the Union County Improvement Authority
In accordance with the Notice dated October 5th, 2018, the purpose of this submission is to
provide the Board of Public Utilities (BPU) with comments relative to the above matter,
particularly questions 1 through 4, which relate to determining the appropriate process and time
frame for the termination of the current SREC Program. As local public units in New Jersey who
are committed to maintaining stability in property taxes and providing needed services to the
residents and businesses in our counties, we have a special and strong interest in assuring a fair
and reliable process for closing the SREC Registration Program (SRP), which is the clearing house
for SREC applications. The undersigned are county authorities that have made substantial
investments to develop solar projects to the benefit of our constituents, and, as such, are relying
on the BPU to implement a process that respects our investments. Specifically, it is critical that
BPU enact rules and policies that do NOT injure the financial foundation of our projects by
allowing the SREC market available to existing (legacy) projects to be over-supplied with SRECs,
thereby reducing SREC prices and harming local units and taxpayers.
We are also cognizant of the fact that there are some stakeholders to the BPU process who are
asking the BPU to take direct action to reduce SREC values for existing solar projects to meet the
rate cap provisions of the Clean Energy Act. As public entities, we undertook solar investments
to provide lower cost, clean energy to local units and to further the State's energy policy. It
would be highly unfair, unreasonable, and contrary to state law and policy for the BPU to act
in a manner that did not provide a stable investment climate; instead the BPU should respect
and support the decisions made by county officials. Accordingly, the BPU should reject any
proposal that would reduce SREC prices and devalue our investment to the detriment of New
Jersey residents and taxpayers.
The rate caps do not exist in a vacuum and New Jersey's interest in stabilizing property taxes and
providing a stable investment climate should be respected by the BPU in its decisions in this
matter. Not only would existing projects and local units be harmed by any BPU action to reduce
SREC prices for legacy projects, but the development of energy polices and projects in the future
will be more challenging (and costly) if investors cannot have confidence in the State and the BPU
to provide a stable long-term investment climate. Instead, the BPU should commit itself to
stability in the legacy SREC market and work to assure supply-demand balance to protect both
investors and ratepayers.
In accord with this position, it is recommended that the BPU adopt the process described in
Attachment 1 to these comments to close the SREC application process. This will help to prevent
investments by local units from being stranded as the result of BPU action.

We appreciate your attention to this matter of great importance to the local unit signatories
below.
Respectfully,
The Morris County Improvement Authority
The Somerset County Improvement Authority
The Union County Improvement Authority

Attachment 1
1. The BPU should add approved projects in the SRP pipeline plus completed applications
not yet approved (“pipeline projects”) and apply a “scrub rate” (the historic percentage
of projects that apply to the program but do not result in operating projects) to derive the
level of projected pipeline capacity. A performance ratio (MWH per MW) should be
applied to this total to derive an estimated annual production amount.
2. This amount should be added to the current amount of operating capacity multiplied by
the performance ratio (MWH per MW) based on the vintage of projects by in-service year
(as project performance declines over time and some of the projects are up to fifteen
years old).
3. This sum should be divided by retail sales for the four Electric Distribution Companies
(EDCs) based on the most recent Energy Year data available.
4. When this calculation equals or exceeds 5.1% the BPU should stop accepting
applications and notify stakeholders. Any projects that applied between a) the last day
for which the above data was used in the above calculations, and b) the day at which the
BPU closed the application window should be placed on a “waiting list” so that they can
be allowed in the SREC program only if, upon receipt of actual data, the 5.1% has not been
achieved. This will prevent the market from going short and prevent prices from
increasing to the solar alternative compliance payment (SACP).
5. The BPU should provide the market with online reporting of progress towards the 5.1%
target. No less than weekly the BPU should publish the estimated solar renewable
portfolio standard (RPS) percentage based on installed plus pipeline projects and based
on scrub rate and performance assumptions. Online tracking can be supplemented with
periodic email status updates to the Office of Clean Energy (OCE) solar Listserv.
6. Finally and importantly, the BPU should make clear its intent to keep the SREC market in
balance for legacy projects over the remaining SREC life of up to fifteen years for these
legacy projects.

Via electronic submission to: rule.comments@bpu.nj.gov

TO: Ms. Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314, CN 350,
Trenton, New Jersey 08625
FROM: Elliott Shanley, Principal
PVOne, LLC
771 Shrewsbury Avenue
Shrewsbury, New Jersey 08648

RE: New Jersey’s Solar Market Transition from the Solar Renewable Energy Certificate Program
(“SREC”) to a New Methodology.
Dear Secretary Camacho:
Please accept these comments on New Jersey’s Solar Market Transition to help ensure that the
Board conducts an orderly transition to and creation of a sustainable new program.
I.

Closure of the SREC Program to new applications upon the attainment of 5.1 percent:

Closure Methodology 1
If the methodology that will be used to determine when 5.1 percent is attained is decided by the
Board to be the combination of [Installed Capacity + (Pipeline Capacity X Scrub Rate)], then the
probability of market disruption is nearly assured, as the time required to discuss, design, and
implement an interim program is certain to be greater than 2-5 months. If this is the method
chosen - the Board should clearly signal to the market on a weekly basis the expected closure
date and/or remaining capacity.
Closure Methodology 2
If the methodology that will be used to determine when 5.1 percent is attained is decided by the
Board to be solely that of Installed Capacity, then in order to prevent SREC oversupply and to
meet the criteria of “an orderly and transparent mechanism” to close the SREC program, the
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Board would need to exercise its authority to increase the RPS by an amount equal to the
Pipeline when 5.1 percent of installed capacity is attained.
Discussion
While we understand the inherent headwinds and probable reluctance to choose the latter of
the two methodologies (as it requires that the Board exercise their authority to raise the RPS
such that the market closure is balanced), we do believe that this temporary and short term
solution should be weighed against the certain harm that would occur to the New Jersey Solar
Industry if the market were to be closed to applications within the next 2-5 months without an
immediate interim program to seamlessly replace the current program. A market closure with
no immediate and seamless replacement program would cause immediate layoffs to an industry
of 7,000 skilled jobs, cause investors who have matched approximately four dollars for every
one SREC dollar to withdraw, and severely stifle the Governor’s goals of reaching 50 percent
renewables by 2030.
As of today, it appears there is broad consensus that an interim program will be required if we
are to prevent a state-wide collapse and further frustrate the Governor’s goals. However, there
is currently no framework yet established, nor a consensus on what that Interim Program should
look like.
Given that Closure Methodology 1 could create a closure within two months – and almost
certainly within 5 months - it is difficult to see how it would be possible to decide on, create, and
implement a new Interim Program within that 2-5 month period that works as efficiently as the
current program. It is noted that the reason for the closure is expense of the program and the
desire to transition to an equally efficient, if not a more efficient program with a lower expense.
It should be noted, however, that an equal goal is to meet the Governor’s 50 percent by 2030, to
insure the sustainability of 7,000 jobs, and maintain market and finance stability. It seems
apparent that the risks of using Closure Methodology 1 far outweigh the benefits.
If the Board were to use Closure Methodology 2, it is likely that the program will have room until
mid-2020 and provide adequate time to implement an Interim Program whereby all of the risks
associated with Closure Methodology 1 can be avoided, and there can be a seamless transition
with ample messaging to the market, preservation of jobs, and stability and regulatory certainty
broadcast to the finance market. If we are to meet the Governors goals by 2030, the finance
market must have full faith and confidence in the New Jersey regulatory market, otherwise, they
will price any uncertainty into their financing, resulting in projects that will be more (not less)
expensive and the Governor’s goals more difficult to achieve
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Challenge:
This approach will create a potential oversupply of SRECs above what is needed for 5.1 percent
and thereby necessitate the Board to raise the RPS to provide for a balanced closure. Given that
the current pipeline is nearly 600MW, the same or more could be expected at market closure.
To insure market balance this would likely require the Board to raise the RPS by nearly 1
percent and further increase the expense of the very program that is being closed in order to
reduce expense.
Solution
The cost of this increase could be mitigated with a decrease in the SACPs for those projects that
are in the pipeline at the time at which the market is closed.
However, in order to maintain regulatory certainty it must be clearly messaged to the applicants
prior to the applications being accepted that the SACP for these projects are revised, such that a
developer of a project has full insight into the new SACP prior to submittal.
We believe that this is the most efficient cost effective approach, that will preserve market
integrity, 7,000 skilled jobs, and provides the necessary time to create an Interim Program that
would be able to be seamlessly integrated.
II. Cost Caps
The purpose of the cost caps is easily understood and well intentioned, however, the design of
the cost caps was flawed such that it is only now that parties are recognizing new growth cannot
be sustained under the cost caps while honoring the commitments made to each and every
investor and owner of all prior systems.
We do not support a retroactive reduction in SACP or fixed SREC pricing for systems that have
already installed. Implementing a retroactive solution would likely harm current system owners
and would create immediate uncertainty within the financial markets’ faith in New Jersey’s
regulatory market. This in hand would cause a burdensome discounting of any future incentive
mechanism which would then raise project costs, which is utterly opposite to the intent and
purpose of the law.
Challenge
The tragic flaw of the cost caps is how cost is being measured. Currently the “cost” to the
ratepayer assumes that the ratepayer receives zero value for that cost. The current formula
assumes that for each dollar that rate payers spend, they receive nothing in return. This is a
nonsensical concept as we all know that no one would pay for anything if they knew they were
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getting nothing in return. Therefore - if we are going to discuss or calculate the net cost to the
ratepayer - you must also discuss the value they are getting in return. There have been many
studies over the years that have undertaken this very same task, for the very same reason, in
order to quantify and justify the expenditure of the ratepayer’s dollar and the value received.
Solution
Board should use its discretion and authority, to delay the implementation of the cost caps until
such time that a study can be conducted to yield a definitive value that is returned to the
ratepayer for each ratepayer dollar expended and a true cost/value to the ratepayer can de
defined.
III. Subsection T Projects
Projects on properly closed landfills, brownfields, and areas of historic fill - otherwise known as
Subsection T Projects - are unique in many ways and deserve attention and care when
implementing changes to the Program so as to insure these types of projects are not
disenfranchised due to their complexity.
A Subsection T project is unique in that it is the most expensive and riskiest type of project for a
developer primarily due to the lands the project will occupy, the long and complex permitting
and approval process, and the added expert resources required. These expenses are on top of
the already complex and timely process for a traditional greenfield grid project, which has high
land costs, high property taxes, and a lower revenue stream than a traditional net metered
project.
They are also unique in that they perfectly align with State land use goals of siting large scale,
ground mounted solar projects on lands that have no other or higher use, and thereby convert
environmentally constrained lands into environmentally productive lands.
As such, care should be taken to ensure that this category of projects is carefully considered
such that the few developers who have invested the time, resources, and expertise to manage
the inherent risks of such projects do not become discouraged and withdraw from the market.
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Differences between a Subsection T project and a typical net meter project:
Time:

A Subsection T project typically involves two years of development and
expense prior to construction (NTP).

Pre-Dev. Expense:

It is not uncommon for a typical 10MW Subsection T project to incur
$500,000 to $1 million dollars in soft costs to get through approvals and
up to NTP.

Ongoing Expense:

A Subsection T project has the added expense of rent, property tax,
environmental insurance, and property O&M.
•

Income:

Rent can be upwards of $100,000 to $150,000 per year in order
to convince the land holder that has invested millions to clean
up a property to then assume the risk to that investment, and
further liability.
• Property taxes are typically $5,000 per MW DC per year.
• The combined rent and property tax expenses alone for a
10MW DC project is equivalent to $0.0125 per kilowatt-hour
produced ($150,000 divided by 12,000,000 kwh).
Grid-tied and Subsection T projects do not earn as much as a traditional
net meter project, as these projects receive PJM LMP pricing that
typically averages about 4 – 5 cents per kwh.

In summary, Subsection T projects are located on landfills, brownfields, and areas of historic fill,
exactly where the State would prefer these projects to be built. Yet the expense to develop
them is high, the cost to build them is increased due to the need for ballasted arrays, the yearly
cost for rent and property
taxes exceed 1.25 cents per kwh, and the income is the lowest of all categories of solar
installations. They are absolutely that hardest projects to build and finance, and they need the
support of the Board.
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Solution
In order to continue to encourage Subsection T projects, the Board should take the following
actions:
Immediate: Clearly define “stop taking new applications”. It is not uncommon for a Subsection
T application review process to take up to 6 months, and therefore it is highly likely that projects
will be submitted for review before market closure, though the market will close while the
application is in review, but perhaps not officially in the “pipe”. It should be made clear to
developers that once an application is submitted, it will be considered as a project that will not
be subject to rejection because of market closure during the review process.
Interim Program: As the Board considers the structure, size and duration of the interim program
that will be needed immediately after the closure of the SREC program, the Board should hold a
Subsection T stakeholders process to discuss and discern what level of incentive factoring will be
required to continue to spur the development of these projects.
Respectfully,
Elliott Shanley
PVOne, LLC
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Margaret Comes
Associate Counsel

November 2, 2018

Honorable Aida Camacho-Welch
Secretary
State of New Jersey
Board of Public Utilities
44 South Clinton Avenue, 3rd Floor, Suite 314
Trenton, New Jersey 08625-0350

Re:

Rockland Electric Company
Comments on New Jersey Solar Market Transition

Dear Secretary Camacho-Welch:

On October 5, 2018, Staff of the New Jersey Board of Public Utilities (“Staff”) issued a Notice
inviting stakeholder Comments on New Jersey’s Solar Market Transition.
Attached are Rockland Electric Company’s Comments on New Jersey’s Solar Market
Transition.

Respectfully,

/s/____________
Margaret Comes

Rockland Electric Company
4 Irving Place – Room 1815-S New York NY 10003 212 460 3013 212 677 5850 fax comesm@coned.com

Comments of Rockland Electric Company in response to Board of Public Utilities Staff’s Request
for Comments on New Jersey’s Solar Market Transition

Introduction
Rockland Electric Company (“RECO” or “Company”) supports New Jersey’s clean energy goals and
appreciates the opportunity to submit comments for the Board of Public Utilities’ (“BPU” or “Board”)
consideration as to how the Board can develop and transition from the current Solar Renewable Energy
Certificate (“SREC”) program to a new or modified program in a way that works toward achieving the
Renewable Portfolio Standard (“RPS”) goals and is beneficial and affordable to all customers. The State of
New Jersey has been a leader in supporting the solar market, resulting in a market that is mature and selfsustaining. The strength of this market and the impact of declining project costs support the fact that
solar is expected to reach the threshold of 5.1 percent of kilo-watt hours (“kWh”) sold in the State before
the energy year 2021 and perhaps as soon as early next year. SRECs, or any successor incentives, should
not be intended to provide the owner with a significant rate of return or profit, but rather should be
viewed as an interim measure that was used to stimulate the solar market. Moreover, all incentives, both
existing and future, if any, must be developed and managed in a way that protects customers from
significant price increases.
Keeping this in mind, RECO recommends an approach that concludes the SREC program in a
transparent and orderly way, and levels the playing field for all eligible Class I technologies thereby
supporting a Class I portfolio of diverse technologies to achieve new state RPS goals. In addition, RECO
strongly recommends the Board structure future incentives that value Distributed Energy Resources
(“DER”) and fairly allocates costs to customers. RECO also supports a structure that manages customer
bill impacts and does not create unreasonable administrative expense. This ensures a sustainable
transition to meet the state’s goals, achieving benefits for all customers in a cost-effective manner.
Details of RECO’s proposal are included in the responses to the questions below.

1. How should the BPU identify, determine, and calculate the “attainment of 5.1 percent of the
kilowatt-hours sold in the State by each electric power supplier and each basic generation provider
from solar electric power generators connected to the distribution system”?
Response: The 5.1 percent should be based on total Statewide kWh sold during an energy year and not
5.1 percent of the kWh sold in each individual Electric Distribution Company’s (“EDC”) service territory.
Such an approach aligns with the Governor’s statewide goal of conversion to 100 percent clean energy by
2050. Specifically, the 5.1 percent should be calculated based upon a specific year defined as the Energy
Year ending May 31, 2018 to avoid a “moving target”. In order to create clear market signals, once Boardapproved solar project applications meet the 5.1 percent cap, the existing SREC program (“grandfathered
SREC program”) should close.

1

2. Would closing the SREC program to new applications before there is an oversupply cause SREC
prices to reach or exceed the Class I renewables cost cap (per the Clean Energy Act)? Would closing
the SREC program to new applications after there is an oversupply cause SREC prices to drop
significantly? Please explain your analysis.
Response: Intuitively, if the SREC program is closed too early there could be an increase in SREC prices
before the end of the program that customers are locked into. On the other hand, if there is an
oversupply then SREC prices may fall. However, the SREC market in New Jersey has fluctuated over time
in response to dynamics that are not necessarily market driven, which makes it difficult to forecast SREC
prices. The Board correctly acknowledges this market consideration and the cost impact this may have to
customers. Therefore, the Company’s recommendation below for an orderly and transparent closing of
the existing SREC program that provides clear signals will help the Board address market fluctuations. In
addition, the Board could monitor and report on the conditions of the SREC market and intervene if
necessary.
3. Explain your understanding of what constitutes an “orderly and transparent mechanism that will
result in the closing of the existing SREC program on a date certain but no later than June 1, 2021.”
How much notice is needed, and what specific information should be published?
Response: An orderly and transparent mechanism to close the existing SREC program must consist of two
components: (1) closing the existing grandfathered SREC program to new applications, with qualifying
projects being authorized to produce SRECs; and (2) transition to a new program in which solar projects
are classified as facilities that produce Class I RECs, along with the other Class I renewable generation
facilities. All projects that submit an application prior to the attainment of the 5.1 percent cap are eligible
for the grandfathered SREC program and will be able to produce SRECs for their Qualification life. All
projects that submit applications after the attainment of the 5.1 percent cap will be classified as Class I
renewable generation facilities eligible to produce Class I RECs.
Ongoing information as to the status of meeting the 5.1 percent cap could be published twice a month
(i.e., on the 15th and last day of each month) to inform developers and other third parties of the remaining
availability in the existing SREC program. The information would include the kWh cap, as well as the
existing kWh of solar that are in the grandfathered SREC program and therefore counted towards the cap.
Such transparency would provide developers with data needed to make informed decisions.
4. How can the Board ensure SREC prices are sufficient to support an orderly and transparent closure
of the SREC program, while providing enough money under the cost cap to fund new solar incentive
programs and other Class I renewables to meet the 50% RPS requirement by 2030?
Response: Historically, the price of an SREC has been significantly higher than the price of a Class I REC. 1
As discussed in the introduction, given the maturity of the solar market, the incentives paid to solar can
be reduced and, RECO’s approach described in Question 3 proposes a transparent method that provides
notice to third parties as to the incentives available.

1

For example, the BPU’s NJ RPS Compliance History Report states that the estimated year-end weighted average
price for a Class I REC was $15.18 for Energy Year 2016, and $12.12 for Energy Year 2017. However, the BPU’s NJ
RPS Compliance History Report states that for the same periods, Energy Year 2016 and Energy Year 2017, the
estimated year-end weighted average price for an SREC was $220.85 and $315.00, respectively. See
http://www.njcleanenergy.com/renewable-energy/program-updates/rps-compliance-reports.
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The Company makes the following recommendations regarding the cost cap and funding of solar and
other renewables under the RPS to encourage a portfolio of Class 1 technologies. First, by determining
that solar generates Class I RECs once the 5.1 percent cap is reached, all eligible technologies will have the
same opportunity to receive funding under the cost cap. This encourages the development of diversified
technologies while minimizing the impact of the higher cost of SRECs under the RPS programs.
Second, the Solar Alternative Compliance Payment (“SACP”) levels under the Clean Energy Act remain
higher than the Alternative Compliance Payment (“ACP”) for other eligible Class I technologies. The
Company recommends that the SACP applicable to the grandfathered SREC program be further adjusted
downward from the current levels in the Clean Energy Act to more closely align with the Class I REC ACP.
This transition will smooth the differences and make room in the cap for non-solar projects, while
continuing to provide financial support to existing projects. In addition, further reducing the solar RPS
requirements will allow all technologies equal access to incentives.
Third, to the extent that solar generated Class I RECs still make up the majority of Class I RECs because of
the maturity of the solar market, the Board should reevaluate whether a cap should be placed on the
percentage generated from solar. By eliminating the specific solar RPS requirement and creating an
overall Class I requirement which includes all eligible technologies, the goal of reaching the Class I
renewables targets (i.e., 21 percent by 2020, 35 percent by 2025, and 50 percent by 2030) can be attained
using a flexible approach that encourages the installation of a portfolio of technologies, which will serve
to support the growth of all renewable industries.
Fourth, both the SACP and the Class I REC ACP should be reviewed every few years to determine whether
the State is on track to meet its Clean Energy goals. This review should be in the context of other New
Jersey clean energy programs, both new and existing, such as energy efficiency, storage, electric vehicles,
offshore wind, net metering, and community solar. Determining an appropriate level of incentives and
ACPs should take into consideration the revenues and incentives that a project receives from sources
other than the ACP. For example, community solar projects will generate revenues through the collection
of subscription fees from its subscribers. Other incentives may include tax and other credits. Further, the
Board should continue to monitor cost impacts to all customers, both participating and non-participating,
and the cost-effective achievement of New Jersey’s clean energy goals.
Fifth, in line with the Clean Energy Act’s provision that requires the Board to take steps to ensure the cost
cap is not exceeded, the ACP for Class I RECs should be adjusted to coincide with the 9 percent and 7
percent caps. Making this change will continue support for solar without interruption. Publishing an
updated ACP schedule for Class I RECs will provide for an orderly and transparent transition from the
current SREC program. Although these new rules will not apply to projects until the 5.1 percent cap is
attained, publishing the new rules as soon as possible will provide clear financial guidelines for new
projects.
Finally, RECO recommends that the cap set in the Clean Energy Act be holistic in its consideration of clean
energy programs and their bill impacts to customers. By setting a cap, the Board acknowledged that there
should be a limit to the amount of financial support customers are required to provide to Class I
renewables. Therefore, in addition to the cost of RECs and SRECs, the cost cap must include the impact of
retail rate net metering credits provided to customers as these costs are borne by non-participating
customers. Further, as proposed in the Clean Energy Act, the cost cap excludes the impact of Offshore
Wind Renewable Energy Credits and any costs of potential energy storage programs, yet both
technologies will result in an increase to customers’ bills. Costs associated with these technologies, as
well as all incentive programs, must be considered when analyzing the cost burden and cost shift of all
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clean energy programs. The Board should continually monitor and review both the cap and the total
customer bill impact of all clean energy programs as markets take off and incentives are no longer
needed.
5. What alternative approaches should be considered to allow for adequate compensation of existing
solar projects while preserving enough money under the cost cap to support continued growth in
solar and other Class I renewables?
Response: Please see the Company’s response to Question 4. In addition, given the maturity of the solar
industry, the utility solar financing programs are no longer needed to provide the stimulation to the
industry that may have been warranted many years ago. The existing programs should wind down with
the life of the executed contracts - no new solicitations should be conducted nor should the program be
extended.
6. Consistent with the guidelines in the law, how can the BPU ensure continuity between the closure
of the SREC program to new applications and the establishment of a new or modified set of solar
programs?
Response: To smooth the transition, RECO proposes that the existing applications continue through their
life cycle, be built, energized and begin to generate electricity. Projects that are subject to the
grandfathered SREC program will continue to produce SRECs. The SACP should be further adjusted
downward from the current levels in the Clean Energy Act to align more closely with the Class I REC ACP
and the cost caps.
On the other hand, new projects will need to determine their financial viability based on the value of Class
I REC’s, net metering credits, Community Solar subscription fees (if applicable) and other incentives and
subsidies instead of reliance on the current SREC program. This change will help to level the playing field
and afford the Board the time to review other technologies and their potential contribution to meeting
the RPS, as well as their underlying implementation and maintenance costs, and potential subsidies and
incentives to be used from non-ratepayer subsidies. The portfolio of technologies needed to reach the
RPS goals must be fluid and flexible, taking into account technological advances and reductions in the
costs of the systems as markets mature. This transition will smooth the differences in programs and make
room in the cap for non-solar projects, while also providing financial support to existing projects.
7. Are there approaches or concepts the Board should consider for early implementation as it explores
new or modified solar incentive programs?
Response: Please see the Company’s response to Question 5 and Question 8.
8. As the Board begins to consider the structure of new or modified solar incentive programs, what
goals or approaches are most important to assuring the long-term growth of a sustainable solar
industry?
Response: Since the solar market in New Jersey has demonstrated maturity, RECO recommends the
Board take into consideration the following factors when developing new or modified solar programs,
whether under the RPS program, or otherwise:
• The costs borne by non-participating customers must be weighed against the benefits of incenting
and subsidizing all clean energy technology, both solar and non-solar. Such costs include the cost
of SRECs and RECs, as well as net metering which, as currently structured, shifts the costs to build
and maintain a reliable distribution system from net metered customers to customers without net
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metering. RECO recommends the Board explore new or modified compensation methodology for
DER based upon the value it may provide to the distribution grid while limiting bill impacts and
providing appropriate allocation of costs to all customers. This issue of designing DER incentives
and compensations that are fair to all customers is not unique to New Jersey, and a number of
states are exploring, or have adopted, modifications or alternatives to SREC and net-metering
incentives.
The impact of new solar programs, including Community Solar, and Remote Net Metering for
Public Entities, and increased incentives to solar project owners, such as subscription fees, should
be reviewed. These new programs create revenue streams that offset project costs and may
reduce or eliminate the need for future subsidies/incentives.
Over-incentivizing one technology at the expense of other technologies may hinder the
achievement of the state’s clean energy goals. This creates a more expensive method to
achieving the state’s clean energy goals, which would impact all customers, in particular those
that do not adopt solar. RECO recommends future incentives be technology neutral and
developed to incent technologies based on benefits provided to the grid and costs to customers.
This approach can help achieve the State’s clean energy goals in a way that provides the most grid
benefits to all customers in a cost-effective manner.
The increased cost burden on low income customers, as well as large commercial customers with
high energy usage, should be analyzed. Low-income customers can be significantly impacted by
increases in their electricity bill, since they traditionally pay a higher percentage of their income
toward utility bills than non low-income customers. Commercial customers that support a large
share of this increase may find it unappealing to support a mature industry and this may factor
into a business’s evaluation of the economic climate in New Jersey, which could translate into
negative employment impacts.
An analysis that includes all of the financial variables, such as underlying project costs, State
incentives, tax incentives, revenue streams, rate of return needed for a viable project, and ACPs,
must be undertaken using an approach that encourages the development of all clean
technologies while cognizant of the financial cost shift to customers.

9. The Clean Energy Act requires the Board, when conducting a study on how to modify or replace the
current SREC program, to ensure that the program will continually reduce, where feasible, the cost
of achieving the solar energy goals set forth in the act. How can the Board best ensure that the new
program will continually reduce the cost of achieving the State’s solar energy goals?
Response: Please see the Company’s response to Question 2 and Question 8.
10. What alternate models in other states or localities should the Board evaluate as it considers the
structure of a new or modified solar program?
Response: As noted above, a number of states are looking to, or have adopted, incentives for DER that
reflect benefits and costs to the grid and provide an equitable cost allocation to all customers. RECO
encourages the Board, as it explores solar incentives that use customer funds, to balance the
considerations raised in RECO’s response to question 8.
11. Please provide general comments on any issues not specifically addressed in the questions above.
Please do not reiterate previously made comments, and kindly keep these comments succinct.
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Response: The Board should strongly consider developing methodologies and rate recovery mechanisms
which support increased integration of DER onto the grid and energy efficiency programs without adverse
financial impact to customers and utilities. These methodologies and rate recovery mechanisms should
remove the utility financial disincentives of implementing energy efficiency and other programs that
support the State’s clean energy goals.
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NEW JERSEY CHAPTER
145 West Hanover St., Trenton, NJ 08618
TEL: [609] 656-7612 FAX: [609] 656-7618
www.SierraClub.org/NJ

November 2, 2018
Aida Camacho, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314, CN 350
Trenton, New Jersey 08625
Re: New Jersey’s Solar Market Transition
Dear Ms. Camacho;
The New Jersey Sierra Club offers the following comments and suggestions regarding the
development and transition of the New Jersey Solar Renewable Energy Certificate (SREC)
Program:
We’re heading towards the same situation that we were in 2012 with the threat of a solar market
crash and the SRECs are about ready to run out. If we don’t move forward, we’ll lose more jobs
and more opportunities for clean energy. We must work to become a leader once more in solar
power. We need a solution to avoid this one-two punch of SRECs running out and then reaching
the cost cap. New Jersey has a history of lack of real action when it comes to the solar program
because of too many competing interests. The BPU must begin planning on how to avoid
reaching the cap.
In response to the BPU’s specific questions, the New Jersey Sierra Club offers the following
suggestions:
1. The BPU can better identify, determine, and calculate the attainment of KW hours by
measuring what’s actually going into the grid versus what is being estimated to be going in. This
is important because there are some solar projects that are not meeting their approved MW
requirements. There are projects that have received credits that aren’t producing enough
electricity. If there’s an audit on them, there will be room for additional projects.
2. We believe that if the SREC program is closed prior to an oversupply, it could exceed the cost
cap and if it is closed after, it could cause a drop in prices and a crash of the solar market. This
would undermine market confidence, effecting investment in new programs.
3. We need to have adequate notice of market closure but are concerned that an orderly transition
may not be possible because of a rush of people applying to meet a deadline.

NEW JERSEY CHAPTER
145 West Hanover St., Trenton, NJ 08618
TEL: [609] 656-7612 FAX: [609] 656-7618
www.SierraClub.org/NJ
4. We believe the only way to avoid a near-term crash is by transferring part of the solar program
(for example, residential or commercial) out of SRECs entirely and back to rebates and
examining wholesale and resale cost impacts. If we dedicate money from the SPC for rebates, we
can provide funds for new installations, taking pressure off both the cost-cap and the availability
of SRECs. This will keep the program going until a long-term solution is determined. If we
earmark $120 million a year for the next four years from the SBC towards solar rebates, we can
keep the program running at least through 2022. This is because in 2020 the cost of SREC is
estimated to be $280 million over the cap. Without this or some other method of controlling
legacy SREC costs, meeting the 50% renewable energy by 2030 with a 7% cap will be
challenging if not impossible.
5. We need to look at the SRECs program and have the credits reflect the actual cost of certain
sectors of the solar market. We should be establishing a rate of return, for instance 10%, per
program area. Each area has different costs; therefore, each should have a project-specific set
rate of return to save ratepayers money and keep us under the cap. These program areas include
utility, scale, third-party, direct-purchase, residential, and commercial.
6. The BPU needs to be able to get a new program in place relatively quickly to facilitate a
transition that avoids a crash. This is why we suggest using a rebate program for certain projects
to enable that transition.
7. We suggest investigating rebates, feed-in-tariff system, expanding net metering, and
community solar programs. We should also consider a short-term fixed-price SREC program.
8. New Jersey must be able to reach 100% renewable energy in a cost-effective manner. We
must be sure we have a secure incentive program that avoids fluctuation and gives a high degree
of certainty for investors. Setting a multi-year goal for solar and putting the entire allocation out
simultaneously adds to the boom-and-bust cycle.
9. The Board can ensure continued cost reductions through competition, examining the costs of
solar going in, administrative price setting, and increasing the efficiency of new technology.
They must be sure they are not giving out rebates or SRECs at a higher rate of return than
justifiable. As the price of solar goes down and solar panel efficiency goes up, this becomes even
more critical. They should also look at year-to-year pacing on incentives. If we try to go back to
reduce levels of already-built projects, there will be legal issues and it could hurt investment in
our solar markets.
10. New Jersey’s utility economic model is based on how much power they sell, this is
unsustainable and will only lead to more waste and pollution. We encourage the BPU to look at
the solar plans of New York, Massachusetts and Maryland. New York has administratively
determined short-term incentives that are differentiated by size. Massachusetts prices by
competitive auction initially and long-term incentives to bundle with energy costs.
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11. The BPU needs to start planning for the replacement of solar as projects from 15 to 20 years
ago begin to come offline. We also believe that the state should examine other types of solar
power besides photovoltaic. We can also look at how to tie solar power into energy storage to
maximize efficiency.
New Jersey once had one of the most successful programs in the country but over the last decade
we fell behind. We were 2nd in the nation for solar installations and we’re now 7th. We had
10,000 jobs in solar and dropped down to 5,500. Now we’re coming back up with 7,000 jobs.
However, we’re concerned that the market will crash again next year.
We are concerned that we may not be able to fix the market until after a crash due to
discrepancies between groups. That’s why it’s critical for the BPU to recommend getting rid of
the cost cap now. We must all get on same page to come up with a cost-effective solution that
works for all of New Jersey. This includes looking at other funding mechanisms and regulations
to push for solar programs to get done.
We should also be working to expand our community solar program, which is important for our
environment and economy because it allows any ratepayer to subscribe to an off-site solar
installation. We suggest at least a 20% set aside for community solar in New Jersey and for the
state to remove the size cap it has for these community projects to allow for larger projects that
can extend to whole neighborhoods and even towns.
We should also increase the solar targeted to low-income areas from 10% to at least 30%. We
can help urban communities by putting panels on brownfields and rooftops. These are people
who will continue to be disproportionately affected by climate change and therefore should
directly benefit from investments in clean energy.
Despite once being a leader in the country for solar power, we our concerned that New Jersey’s
solar market will collapse completely within the next year and no longer accept applications for
solar projects. This could lead to the bankrupting of countless renewable energy projects costing
thousands of clean energy jobs since there are five times as many jobs in the solar sector than
there is in the coal industry. This would be a disaster that will put a wrench in our plans to make
New Jersey cleaner and greener by destroying the solar market altogether.
New Jersey should be doing more to strengthen and promote solar energy in our state. Solar
power provides more jobs than any other energy sector and is a cleaner and cheaper to use. New
Jersey has fallen behind other states when it comes to clean energy and clean energy jobs. If we
don’t figure out how to keep costs under the cap while also retaining an incentive for new solar
development after we reach the 5.1% solar target, the solar market in NJ will collapse.
If you have any questions or would like to discuss this matter further, please feel free to call me
at (609) 558-9100.
Sincerely,
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Jeff Tittel
Director, New Jersey Sierra Club

November 2, 2018
Ms. Aida Camacho-Welch
Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314
CN 350
Trenton, New Jersey 08625
Via Electronic Submittal: rule.comments@bpu.nj.gov
Re: New Jersey’s Solar Market Transition
Dear Ms. Camacho-Welch:
The Solar Energy Industries Association (“SEIA”) respectfully submits these final comments on
the questions posed by the New Jersey Board of Public Utilities (“BPU” or the “Board”)
regarding the closure of the New Jersey’s existing Solar Renewable Energy Credit (“SREC”)
market. SEIA appreciates the opportunity to comment on these questions and we thank the
Murphy Administration for their efforts to promote solar energy.
This document is divided into two sections. In Section I we respond to the BPU’s questions in
narrative form and include a series of tables explaining our recommendations. In Section II we
answer each question specifically with responses in blue type.
The responses to these questions build on our initial document submitted by email on October
15, 2018 prior to the stakeholder meeting. These responses represent the most up to date
positions of the organization on this matter.
Section I
SEIA is the national trade association of the solar industry. With more than 1,000 member
companies nationwide, SEIA represents all segments of the solar market including residential
rooftop solar companies, firms that provide solar solutions to commercial and industrial
customers, community shared solar companies, solar companies that supply power directly into
the wholesale energy markets across the country, and firms that manufacture and distribute a
range of solar products. SEIA is seeking to build a strong solar industry to power America. Our
goal is to have 100 gigawatts of solar installed in the United States by 2023.
Nearly 40 SEIA member companies have an operating address in New Jersey and many
national firms are also doing business in the Garden State. As a result, SEIA’s members
represent a large portion of the firms doing business in New Jersey.

Furthermore, SEIA has been working closely with other state-based solar industry associations
and leading companies to think through the challenges of closing the SREC market while
providing continuity for the solar industry.1
New Jersey remains one of the leading solar markets in the nation. In part, New Jersey’s
current 6th place rank in terms of total solar capacity installed was built on the success of the
current SREC program. The SREC program has built a solar industry that employed 7,100
workers in 2017 and has resulted in more than $10 billion invested in solar projects across the
state.2 The continued growth of the in-state solar market is good for all of New Jersey’s energy
customers, provides value to the operation of the grid itself, and helps the states achieve its
environmental goals. The continued growth of the solar market must be a key policy goal for
Administration Officials and the Board.3
The solar industry recognizes that while the SREC program successfully drove solar nearly
three gigawatts of solar installations in the Garden State, providing enough power to supply
more than 400,000 homes, the solar industry is facing a time of transition. While the SREC
program has provided significant benefits, as the industry’s costs have fallen during the last
several years adjustments to the SREC program must be made.
Therefore, the industry supported provisions in the recently passed Clean Energy Act4 that
established new higher Renewable Portfolio Standard (“RPS”) goals, closed the current SREC
program, and began a process for considering the SREC program’s replacement.
In general, however, SEIA believes that maintaining market continuity and preserving the state’s
7,100 solar jobs should be guiding principles in the coming months as important decisions about
closing the SREC program are made.
A. SREC Market Closure
Based on these guiding principles, SEIA believes there are two main options available to the
BPU (See Figure 1) regarding market closure. As background, SEIA based its analysis of recent
SRP applications from the Clean Energy Program reports. The main question at hand is how
the BPU defines “attainment” of the 5.1 percent statutory solar goal.
Given the previously articulated principle of maintaining solar market continuity, SEIA’s
preferred approach would be defining “attainment” of the statutory goal using installations and
applications submitted for SRPs, if and only if, a new interim program for solar can be approved
by the end of the first quarter of 2019.
Simply put, as one door closes for the solar industry, another must open. Failure to open an
interim program immediately after closing the SREC program threatens New Jersey’s 7,100
solar jobs. As Figure 1 shows, SEIA believes using installations and the current stream of

1

The associations and leading firms include the New Jersey Solar Energy Coalition, the Mid Atlantic Solar Industries
Association, the Coalition for Community Solar Access, KDC Solar, and New Jersey Resources.
2
When New Jersey reaches the expected 5.1% statutory goal for solar, SEIA anticipates more the $12 billion is
likely to be invested in solar projects.
3
Out-of-state solar projects should also be authorized for Class I eligibility.
4
P.L. 2018 C.17
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applications for SRECs would mean the closure date would be reached between January and
March 2019. The difficulty with this approach is that it leaves little time to put a program in place.
This short timeline would require the BPU to publish a stakeholder proposal on interim program
design as soon as possible for informal comment and further discussion throughout November
and December 2018. Then a regulatory proposal for formal notice and comment – or perhaps
on an emergency basis – could be advanced as soon as January 2019 for adoption prior to the
end of quarter deadline.
Figure 1.

Source: IGS Solar

As an alternative, if an interim proposal cannot be adopted by the end of the first quarter 2019,
then SEIA supports using actual installations of solar projects to define attainment of the 5.1
percent goal.
Defining attainment using only installations also provides for market continuity. Per Figure 1
based on our analysis of the data, New Jersey would likely not reach the statutory attainment
threshold until approximately May 2020. However, a key consideration with this approach is
addressing all the SREC applications that would be “stranded.” In other words, project
applicants would continue to seek SRPs prior to actual market closure.
To solve this issue, we recommend the Board uses its administrative authority to raise the RPS
in a commensurate amount to ensure all SREC applications received at the time of market
closure have a compliance “home.” This action would also ensure the market remains roughly in
balance.
The tradeoff between the two approaches is cost. Defining “attainment” as installations plus the
pipeline and instituting an interim SREC program with lower SACP levels could help significantly
reduce the cost of compliance of the current SREC program. However, defining “attainment” as
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installs provides more time to design a long-term successor program, but maintains the current
program without additional cost reductions.
B. Interim Program Design
Based on our experience in other jurisdictions, such as Massachusetts and New York, in
creating the interim program for quick implementation, we strongly urge regulators not to
“reinvent the wheel” in the context of creating an interim program.
Novel policy designs and significant modifications to the current incentive structure are likely to
result in significant implementation delay. As an example, the Massachusetts transition away
from their SREC II trading program to a tariff based incentive program took several years.
Furthermore, New York, even without having to seek explicit New York Public Service
Commission approval, took approximately six months to make modifications to its New York
Sun declining block incentive program.
Creating an interim program that largely resembles the current SREC program, but with
reductions to the SACP, and a few other minor modifications, would create an orderly transition
to an interim program and be the quickest route to establishing market continuity.
Therefore, we propose creating a new “solar carve out” obligation within the RPS framework, an
obligation that would sit side-by-side with the current 5.1 percent statutory goal. This new
obligation would maintain the RPS structure and all the compliance mechanics in place today.
Our recommendations for additional design features of the interim program are listed below:
•
Duration – Be at least two years in length, with flexibility to allow the possibility of
extending the effort if a permanent replacement solar program is not yet developed.
•
Overall Size – Support the continued growth of the solar market across all market
sectors, including the growth of “behind the meter projects” and “in-front of the meter” market
segments such as the new community solar sector, subsection (r.) grid projects, and aggregate
net metering projects described in the Clean Energy Act. Based on our analysis of the Clean
Energy Reports and statutory requirements, the overall size of the interim program would need
to be at least 500 MWs per year (See Table 1). The size of the interim program would need to
be increased in the event the community solar pilot program is expanded. SEIA further
recommends the BPU sets a hard limit on the SREC applications accepted in the interim
program to prevent further over-supply problems.
Table 1: Minimum Interim Program Size Estimate (1)(2)
Net metered projects
Subsection t (2)
Subsection r
Community solar (3)
Aggregate net metering
Estimated growth across sectors (4)

MW
239.05
38.42
50.00
75.00
50.00
49.00
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Total

~500.00

Notes
(1) Not including subsection q and s or EDC projects.
(2) Based on 3-year historical average build rates for existing market segments.
(3) Includes current community solar capacity pilot program recommendation in year one,
recognizing that capacity in the second year of the community solar pilot should be expanded.
(4) Assumes 10% growth across all sectors.

•
Incentive Levels – Build off the current SREC market design, and re-establish a
tradable solar renewable energy credit at reduced SACP incentive level ceilings (See Table 2)
that will reduce ratepayer costs and create the required financial support all market segments.
Table 2: Proposed SACP Levels
Current EY 2019 SACP (1)
Proposed Interim Program SACP
Reduction
% Reduction

MWh
$268.00
$190.00
$78.00
-29%

Notes
(1) Assumes SRECs trade 75% below SACP
(2) SACP could further decline in year two,
tracking the current schedule in law.

•
Term – Set the term that solar projects would to be eligible to generate SRECs for at
least 7 years and no more than 10 years. Given that the Board recently set the term for SRECs
to 10 years, administrative simplicity suggests that a 10-year term would be the fastest way to
move forward with an interim program.
Market Segment Diversity – One of the goals for an interim program should be
ensuring all solar market sectors have the ability to grow, primarily through ensuring a robust
SREC market that can accommodate all types of solar. In the event it becomes necessary, we
recommend the BPU reserve the authority to consider mechanisms to encourage balanced
growth across the residential rooftop, commercial and industrial solar market and nascent
community solar markets, to ensure equitable access for consumers as well as market diversity.
Options could include establishing flexible market sector targets, or minimum thresholds for
each segment, or another option to be determined through further stakeholder discussion.
•
SREC Factoring – Similar to Massachusetts’ SREC II program, we further recommend
the use of SREC factors, or alternatively SREC discounting, to help provide incentives to
support the goal of diverse program employment.5 Different market segments have different
fundamental cost structures, and SREC factoring helps to better align incentive levels with those
5

Depending on where the SACP is set, multipliers would also be a suitable mechanism to drive the development of
certain projects.
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costs. In the context of an interim program, and consistent with the administration’s policy goals,
we would recommend the use of factoring to encourage the development of community solar
projects, and community solar projects serving a low to moderate (LMI) income constituency.
For the long-term successor program, we recommend the BPU consider the use of factoring to
incentivize solar projects on a) brownfields, landfills and areas of historic fill b) carports and
parking lots c) projects that serve LMI customers d) community solar projects and e) community
solar serving LMI constituencies. The actual factors should be determined through additional
stakeholder discussion pending the issuance of a straw proposal.
C. Cost Caps
Under the current statutory cost caps SEIA believes it will be very difficult to meet the Clean
Energy Act’s overall goal of having 50 percent of the state’s electricity come from clean energy.
The BPU should lead additional discussions about the implications of these cost caps,
recognizing that at current levels, the cost caps are likely to make the overall objective much
more difficult to reach. Furthermore, we note that the emphasis on cost fails to take into
consideration the benefits solar provides to customers, ratepayers, the grid itself, and to the
state’ environment.
SEIA believes that the details regarding the way the cost caps are calculated should be carefully
considered. Furthermore, we would be willing to explore the extent to which other policy
decisions, such as recalculating the way resources are counted toward the RPS goal, or
establishing new bundling requirements for Class I RECs that would lower the overall costs of
these resources and make the cost caps less constricting.
D. Recommended Next Steps
As an immediate next step, SEIA recommends the BPU publish a stakeholder proposal on
interim program design as soon as possible for informal comment and further discussion.
Furthermore, we recommend the BPU to immediately begin a stakeholder process that can
consider design elements of the interim solar incentive program, with a goal of creating a
consensus draft proposal to be released for formal notice and comment by January 2019.
We believe this accelerated timeline would allow for appropriate public input and help lead to
the establishment of an interim program by the end of first quarter 2019.
Thank you for your consideration.
Respectfully,
/s/
David Gahl
Director of State Affairs, Northeast
Solar Energy Industries Association
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Section II
1. How should the BPU identify, determine, and calculate the “attainment of 5.1 percent
of the kilowatt-hours sold in the State by each electric power supplier and each basic
generation provider from solar electric power generators connected to the distribution
system”?
SEIA supports closing the current SREC market using current installations and projects in the
pipeline as the measure of attainment, only if a new “interim” solar incentive program can be put
in place on a very short timeframe. A short-term interim program, of at least two years in
duration, is needed to fill the gap and keep the solar industry working until a longer-term solution
can be developed through a stakeholder process.
If the BPU determines that an interim program cannot be put in place by at the latest the end of
March 2019, then our organizations then recommend that the BPU use only installations as the
definition of attainment. The BPU would then have to commit to use its administrative authority
to increase the RPS solar carveout target to give all projects with an approved SRP a
compliance home until a new interim program can be developed.

2. Would closing the SREC program to new applications before there is an oversupply
cause SREC prices to reach or exceed the Class I renewables cost cap (per the Clean
Energy Act)? Would closing the SREC program to new applications after there is an
oversupply cause SREC prices to drop significantly? Please explain your analysis.
The BPU should not deliberately create market oversupply for the purposes of reducing SREC
prices, as this question seems to suggest. Deliberately creating an oversupply of SRECs would
drive SREC prices down, with potentially damaging results to existing and future solar projects.
Such a policy would destabilize the payback expectations of existing projects for homeowners,
businesses, municipalities and school districts. Furthermore, pursuing such a policy would
cause tremendous harm to the solar market, significantly erode the confidence of investors, and
make it more difficult to attract future solar industry investment.
3. Explain your understanding of what constitutes an “orderly and transparent
mechanism that will result in the closing of the existing SREC program on a date certain
but no later than June 1, 2021.” How much notice is needed, and what specific
information should be published?
To avoid serious market disruption and layoffs it is critical that the BPU have a new interim
program ready to accept new solar projects. SEIA believes creating this interim program would
provide the most orderly mechanism for closing the existing SREC program. Given the short
timeframe needed to design and implement such an interim program, our organizations
recommend that the BPU, using its existing administrative authority, develop an interim solar
program. Based on our experience in other jurisdictions, such as Massachusetts and New York,
in creating the interim program for quick implementation, we strongly urge regulators not to
“reinvent the wheel.”
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Novel policy designs and significant modifications to the current incentive structure are likely to
result in significant implementation delay and derail important public policy initiatives such as
the nascent community solar program. As an example, the Massachusetts transition away from
their SREC II trading program to a tariff based incentive program took several years.
Furthermore, New York, even without having to seek explicit New York Public Service
Commission approval, took approximately six months to make modifications to its New York
Sun declining block incentive program.
Therefore, an interim program that resembles the current SREC program, but with reductions to
the SACP and other minor modifications would create an orderly transition and be the quickest
route to establishing market continuity.
4. How can the Board ensure SREC prices are sufficient to support an orderly and
transparent closure of the SREC program, while providing enough money under the cost
cap to fund new solar incentive programs and other Class I renewables to meet the 50%
RPS requirement by 2030?
SEIA strongly supports revisiting the cost caps in the context of launching an interim program.
First, while we support the goal of reducing the cost of incentives, the cost cap mechanism
included in the legislation is antithetical to sound Renewable Portfolio Standard (RPS) policy
design. In most RPS programs with the carveout for distributed solar like New Jersey’s, an
alternative compliance payment is typically the only cost control mechanism used to protect
ratepayers from excessive costs. The alternative compliance payment serves as the price
ceiling. An additional overall cost cap set at the current level is unnecessarily restrictive.
Relatedly, under the current cost caps SEIA believes it will be very difficult to meet the Clean
Energy Act’s overall goal of having 50 percent of the state’s electricity come from clean energy.
Starting in 2021 the overall RPS cost caps are reduced to 7 percent. The BPU should lead
additional discussions about the implications of these cost caps, recognizing that at current
levels, the cost caps are likely to make the overall objective much more difficult to reach.
Stakeholders and the BPU should discuss what additional revisions to the cost caps could be
made.
5. What alternative approaches should be considered to allow for adequate
compensation of existing solar projects while preserving enough money under the cost
cap to support continued growth in solar and other Class I renewables?
SEIA urges the BPU to design future incentive programs, such as the interim program, with
significant cost controls. We have serious concerns about regulatory actions that would change
the expectations of solar projects built under the current SREC program. Multi-year
compensation from future solar incentive programs should be viewed by the financial
community as stable in order to provide downward momentum on solar projects’ cost of capital.
Program design that promotes an increasing volume of installed solar capacity and plays a role
in reducing solar costs would be a successful program design.
6. Consistent with the guidelines in the law, how can the BPU ensure continuity between
the closure of the SREC program to new applications and the establishment of a new or
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modified set of solar programs?
To avoid serious market disruption and layoffs in the solar industry it is critical that the BPU
have a new interim program ready to accept new solar projects when the existing SREC
program closes Announcing an interim program in the next several months is critical. This
announcement should describe program duration, program size, incentive levels, the incentive
term, market sector targets and tools to help guide market developments to achieve public
policy objectives. We provide preliminary recommendations below.
7. Are there approaches or concepts the Board should consider for early implementation
as it explores new or modified solar incentive programs?
Given the short timeframe needed to design and implement such an interim program, our
organizations recommend that the BPU, using its existing administrative authority, develop an
interim solar program structure immediately for notice and comment by all stakeholders. Our
recommendations for design features of the interim program are listed in Section I.

8. As the Board begins to consider the structure of new or modified solar incentive
programs, what goals or approaches are most important to assuring the long-term
growth of a sustainable solar industry?
To avoid serious market disruption and job layoffs it is critical that the BPU have a new program
ready to accept projects upon the closure of the current SREC program. Therefore, our
organizations believe that maintaining market continuity and preserving the state’s 7,100 solar
jobs should be key goals in the coming months. Furthermore, an interim program that
resembles the current SREC program, but with significant cost controls would create an orderly
transition.

9. The Clean Energy Act requires the Board, when conducting a study on how to modify
or replace the current SREC program, to ensure that the program will continually reduce,
where feasible, the cost of achieving the solar energy goals set forth in the act. How can
the Board best ensure that the new program will continually reduce the cost of the
achieving the State’s solar energy goals?
SEIA recommends that the BPU builds off the current SREC market design and re-establishes a
tradable solar renewable energy credit at reduced SACP incentive level ceilings. Under the
current program, these ceilings can be reduced over time to reflect the falling cost of solar
equipment. Reduced SACP levels will cut ratepayer costs but still create the required financial
support for all market segments.

10. What alternate models in other states or localities should the Board evaluate as it
considers the structure of a new or modified solar program?
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For the purposes of creating an interim solar program we reiterate our recommendation to
model the program based on the existing SREC program with modifications listed above.
Massachusetts successfully executed a modification to its initial SREC program without
disrupting the solar market. In 2014 Massachusetts launched what became known as the solar
carve out II program or “SREC II program.” This program set a new solar installation goal of
1,600 MW, and introduced measures to further reduce overall costs to ratepayers including
reducing SACP levels. The program also introduced an SREC factoring system that provided
incentives for community solar and residential projects, and discounted the SRECs generated
by certain commercial and industrial projects. We strongly encourage the BPU to engage with
Massachusetts officials regarding the successful execution of transitioning from one program
design to another.
11. Please provide general comments on any issues not specifically addressed in the
questions above. Please do not reiterate previously made comments, and kindly keep
these comments succinct.
None at this time.
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November 2nd, 2018
Via Electronic Filing
Ms. Aida Camacho-Welch
Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314
CN 350
Trenton, New Jersey 08625
Re: New Jersey’s Solar Market Transition – Stakeholder Meeting
Dear Ms. Camacho-Welch,
On October 17th, 2018 the New Jersey Board of Public Utilities (BPU) held a stakeholder
meeting on the subject of the closing of the Solar Renewable Energy Credit (SREC) program and
transition to a new solar program. I appreciate the opportunity to weigh in on this important
conversation and hope you will consider Vote Solar’s recommendations below in response to
the questions posed by BPU earlier in October.
Sincerely,
Sean Garren

Senior Director - Northeast
Vote Solar
745 Atlantic Ave, Suite 768
Boston, MA
02111
Cell: (301) 541-8675
sean@votesolar.org

Comments of Vote Solar
New Jersey’s Solar Market Transition - 2018
I.

Introduction

Vote Solar appreciates the Board of Public Utilities (BPU) providing us with this opportunity to
submit comments on the closure of the existing Solar Renewable Energy Credit (SREC) market.
Vote Solar is a non-profit, non-partisan grassroots organization with members throughout the
U.S. including in New Jersey. Since 2002, we’ve worked in the Mid-Atlantic and across the
country to remove market barriers and implement policies needed to bring solar into the
mainstream and make sure it is affordable, accessible and actively serving everyone. We work
primarily at the state level and carry best practices and lessons learned from all across the
country into our work. Our staff include experts with experience working for regulatory
authorities, electric utilities, solar industry and environmental non-profits.
Vote Solar does not develop solar projects and has no financial stake in a specific solar business
model. We have supported solar across market segments, from utility scale to community to
residential solar. We believe an open and diverse solar market will best help New Jersey reach
its climate, resiliency and economic goals.
Vote Solar is also committed to advancing policies that foster broad participation and equitable
distribution of the benefits from clean energy, that reflect and honor the communities that
make up our society, and that expand decision-making power to include those voices who have
historically been excluded from energy policymaking.
II.

Discussion Questions

In this section, we will provide Vote Solar’s perspectives on the questions posed by BPU for the
Stakeholder Meeting.
1. How should the BPU identify, determine, and calculate the “attainment of 5.1 percent of
the kilowatt-hours sold in the State by each electric power supplier and each basic generation
provider from solar electric power generators connected to the distribution system”?
Vote Solar is in agreement with the Solar Energy Industries Association (SEIA) that the market
should be closed in a manner that both meets the reasonable expectations of existing market
participants and provides a seamless transition to a new or interim replacement for the current
SREC market.
Meeting the expectations of existing market participants is of statewide, not merely individual
project, developer or customer significance. When building a market through policy
intervention, the state is setting the rules and expectations for the market and must make

every effort to follow through on those. To change the rules of the market for existing
participants, the state is both causing significant financial and legal hardship by invalidating
contracts based on those rules and sending a signal to future market participants that state
policies may not be expected to follow through. Customers, developers and financiers could
have reasonably expected that the BPU would not allow the solar market to become oversaturated with new development and for SREC prices to fall by orders of magnitude before their
10 year eligibility was through.
Ensuring a seamless transition between solar programs is also critical to the future of the solar
economy in New Jersey. The state’s 7,100 solar jobs1 rely on the steady development of new
solar projects and will be threatened by any pause in the market. Unfortunately, with a stillnew market like solar energy, financiers will not allow projects to continue development past a
very early stage without knowing the market rules that will be in place, which means that
projects will begin to stall even as the closure of the SREC market approaches if no interim
program is ready to open.
These preferred outcomes are best accomplished by closing the SREC market when the 5.1
percent target is projected to be attained through installed and in-queue projects, followed
immediately by an interim solar program. However, if this timeline is too constrained for the
regulatory process, the market could be extended through the attainment of 5.1 percent
through installed projects only, so long as the 5.1 percent target was lifted to make room for
the expected output of projects in-queue before an interim program is finalized and the SREC
market is closed.
2. Would closing the SREC program to new applications before there is an oversupply cause
SREC prices to reach or exceed the Class I renewables cost cap (per the Clean Energy Act)?
Would closing the SREC program to new applications after there is an oversupply cause SREC
prices to drop significantly? Please explain your analysis.
Vote Solar has not done this analysis, but based on past experience assumes that allowing the
SREC market to become oversaturated would cause prices to drop significantly, but would cost
the state much more over time by undermining confidence in New Jersey’s policy-driven
markets.
3. Explain your understanding of what constitutes an “orderly and transparent mechanism
that will result in the closing of the existing SREC program on a date certain but no later than
June 1, 2021.” How much notice is needed, and what specific information should be
published?
1

The Solar Foundation (2018). National Solar Jobs Census (2017). Retrieved from website:
https://www.thesolarfoundation.org/national/

The key to an orderly and transparent mechanism for closing the SREC market is the existence
of an interim program ready to accept new projects. It is most urgent that the BPU begin the
process of designing such a program to be ready upon attainment of the 5.1 percent solar
target. Making such a program closely related to the existing SREC market structure would also
reduce the need for lengthy notice of the transition, as market actors could come to
understand the new program quickly and adjust their economic expectations or models easily.
Given current market growth, Vote Solar expects this transition will need to be made in the first
quarter of 2019.
4. How can the Board ensure SREC prices are sufficient to support an orderly and
transparent closure of the SREC program, while providing enough money under the cost cap
to fund new solar incentive programs and other Class I renewables to meet the 50% RPS
requirement by 2030?
Imposing a cost cap on a program, like the SREC market, that has been open for years already
and has several years of continued implementation makes for a tremendously challenging
dynamic, which is why Vote Solar is not in favor of such a cost cap. Given the statutory
requirement, the BPU should revisit the calculation of the cost cap to create as much room as
possible within it and look to future solar and other Class 1 renewable programs to reduce costs
over time and avoid exceeding the cost caps.
At the same time, Vote Solar and other stakeholders should work to educate the legislature on
the urgency of action to address climate change and expand clean energy options and the
reasons for a more constructive cost constraint mechanism.
5. What alternative approaches should be considered to allow for adequate compensation
of existing solar projects while preserving enough money under the cost cap to support
continued growth in solar and other Class I renewables?
As the BPU transitions to a new solar program that reduces costs over time and provides
greater certainty than the existing SREC market, existing solar projects could be offered the
opportunity to opt into some form of this new program. If the program provides significantly
more certainty about expected economic returns and reduces the overall cost, customer may
choose the greater certainty even as they forego some of the possible economic returns.
This solution would not be guaranteed to reduce the cost of existing solar projects by any
certain amount, but is the best option available.

6. Consistent with the guidelines in the law, how can the BPU ensure continuity between
the closure of the SREC program to new applications and the establishment of a new or
modified set of solar programs?
The best way to ensure continuity from the closure of the SREC market to the opening of the
new program is to have them happen simultaneously and with significant warning. The BPU
should announce as soon as possible that they are creating an interim solar program and set
out a timeline for the development of that program, with stakeholder participation, and the
closure of the SREC market.
7. Are there approaches or concepts the Board should consider for early implementation as
it explores new or modified solar incentive programs?
Given current market growth, we expect the timeline for this transition will come too quickly
for any earlier implementation of approaches or concepts.
8. As the Board begins to consider the structure of new or modified solar incentive
programs, what goals or approaches are most important to assuring the long-term growth of
a sustainable solar industry?
The short timeline for implementation of a new or modified solar incentive program
necessitates a focus on a program structure similar to the current SREC market. Such a program
would allow the current market actors to use many of the same economic models they have
been using with great success in the state.
At the same time, the SREC market can be improved in two significant ways beyond reducing
overall costs: by increasing price predictability and expanding access to cost-saving solar in lowincome and environmental justice communities. Pursuing these two goals will ensure constant
solar growth and a more equitable solar market at a reduced cost. A more equitable solar
market would serve a population representative of the New Jersey’s residents, so the goal
should be to move the market in that direction. By the end of an interim solar program,
perhaps 2-5 years, at least 20 percent of the capacity of new solar development should serve
low-income families or communities.
9. The Clean Energy Act requires the Board, when conducting a study on how to modify or
replace the current SREC program, to ensure that the program will continually reduce, where
feasible, the cost of achieving the solar energy goals set forth in the act. How can the Board
best ensure that the new program will continually reduce the cost of the achieving the State’s
solar energy goals?

The BPU can both reduce costs and ensure a strong solar market by implementing a declining
Alternative Compliance Payment (ACP) alongside a declining floor price. By setting a floor for
the value of SRECs, the BPU will reduce the cost of solar development by cutting the financing
costs associated with a risky, bottom-less solar market. This in turn will allow the BPU to
accelerate the decline of the upper bound of the cost of the market, the ACP.
10. What alternate models in other states or localities should the Board evaluate as it
considers the structure of a new or modified solar program?
Massachusetts provides a good example of an SREC market that has made several transitions
over time. Most applicable to the situation currently facing the BPU is the transition to SREC-II.2
SREC-II had several interesting attributes that the BPU should consider replicating in New
Jersey. The first is a bounded SREC value that provided greater financial certainty to developers
and brought down the SREC value over time.
The second attribute of the SREC-II program that we recommend to the BPU is the use of SREC
Factors to encourage certain types of solar projects that achieved state goals. The SREC Factors
provided a larger financial incentive for these types of solar projects, like those serving lowincome housing or municipalities, those on brownfields or carports, or community solar.

SREC-II Factors
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SREC-II Factors

Market Sector A includes solar canopies or carports, emergency power, community solar or low- or
moderate-income housing. Market Sector B includes building mounted and small ground mounted
with at least 67% on-site power consumption. Market Sector C includes landfill and brownfield sited
solar and systems smaller than 650 KW.
2

Massachusetts SREC-II Regulation: 225 C.M.R. 14.00

Most urgently, just such a support is sorely needed to encourage low-income serving solar. As
low-income communities face more than their fair share of the pollution from our current
energy system and the public health and economic damages from climate change, it is critical
that the new, clean energy economy is more equitable. However, Vote Solar urges the BPU to
provide added incentive for many types of project that meet state policy goals, like those on
brownfields or carports.
This differentiated incentive could take the form of a factor, where projects that do not meet
one of a set of criterion receive a portion of the overall SREC value, or of an adder, where
projects receive an additional value for meeting one of those criterion.
11. Please provide general comments on any issues not specifically addressed in the
questions above. Please do not reiterate previously made comments, and kindly keep these
comments succinct.
The BPU is also currently implementing a new community solar program, which Vote Solar is
providing separate comments on. However, we would highlight that the large and admirable
carve-out for low-income projects proposed for that program will need further financial
support, such as suggested above, to actually get built and provide adequate savings to lowincome customers.
III.

Conclusion

Vote Solar appreciates the opportunity to comment on this critical topic. We hope that the BPU
will quickly move to create a new or interim solar incentive program, and we look forward to
participating in a robust stakeholder discussion around the design and implementation of such
a program.

November 2, 2018
Ms. Aida Camacho-Welch
Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314
CN 350
Trenton, New Jersey 08625
Via Electronic Submittal: rule.comments@bpu.nj.gov
Re: New Jersey’s Solar Market Transition – Stakeholder Meeting
Dear Ms. Camacho-Welch:
The Coalition for Community Solar Access (“CCSA”) respectfully submits these comments on
the questions posed by the New Jersey Board of Public Utilities (“BPU” or the “Board”)
regarding the closure of the New Jersey’s existing Solar Renewable Energy Credit (“SREC”)
market and the creation of and transition to a successor program. Given the complexity involved
in designing a successful transition of the SREC market we look forward to continued
engagement on these topics on an expedited basis.
CCSA has sought to outline its proposals in response to the questions as they were presented by
the BPU. We note that some responses address issues raised in multiple questions. Rather than
reiterating our comments in response to relevant questions we have simply responded to the most
closely related question.
Creating an interim SREC program that leverages the cost-effectiveness and equity of
community solar projects while encouraging varying project types that meet New Jersey’s
policy objectives.
Community solar creates an opportunity to achieve the state’s clean energy and climate goals
cost-effectively while empowering customers who heretofore have been unable to participate in
the transition to a clean energy economy because they are renters, have a home or business that
cannot host a solar system, or are otherwise unable to be a rooftop solar customer.
In its July 31st, 2018 comments provided to the Commission pursuant to the development of the
Community Solar Pilot Program, CCSA demonstrated that the current 5.1% solar carve out in the
Renewable Portfolio Standard will be unable to accommodate community solar projects given

the large number of other projects already in the queue for registration in the SREC program. It
is especially important that the community solar pilot is well structured in light of the uncertainty
in the SREC market. We believe that, with modifications, the draft community solar regulations
have the potential to succeed in developing a robust community solar market even with the
uncertain tumultuous state of the SREC program. Key among those modifications will be a firstcome, first serve application process with high maturity requirements for projects; a monetary
bill credit based on an adjusted retail rate credit; and modifications to make low-and-moderate
income (LMI) community solar projects viable.
As noted by a number of parties at the October 17th stakeholder meeting on SREC market
transition, there is a need for an interim SREC program to enable continued solar development in
all market sectors. An interim SREC program, if established, would create an opportunity to
support projects in the community solar pilot program. An interim SREC program could also
help achieve some of the Board’s associated policy goals such as enabling the LMI projects
which are targeted to constitute 40% of the community solar program and are likely to be
challenging to develop in the absence of modifications to the program regulations and additional
financial supports. Given the time constraints for developing the interim SREC program, and the
need to reduce costs in comparison to the existing SREC program, CCSA recommends the BPU
adopt a lower alternative compliance payment coupled with a set of SREC fractions or factors
for different project types, similar to the construct of Massachusetts’ SREC II program.
It is critically important that any interim SREC program not limit the potential size of the
community solar pilot program or the access of community solar pilot projects to SRECs. Vote
Solar has demonstrated that a 450MW pilot program could create 1,778 jobs, provide $800
million in economic opportunity for New Jersey, and provide clean energy access to over 30,000
customers at very low cost to ratepayers: less than the cost of a postage stamp per month 1. At the
same time, GTM Research has demonstrated there is the near-term market potential for 3.3GW
of community solar in the state serving 3.6 million customers 2. While the draft community solar
pilot program regulations published in the State Register on October 1st do not specify a 450MW
(150MW per year) pilot program they wisely provide an opportunity to increase beyond the
minimum 75MW per year after the first year of the program. Given the cost effectiveness of
community solar and the fact that community solar is the only way for the majority of New
Jerseyians who can’t place a solar system on their roof to directly participate in and benefit from
local solar, any interim program should not impose SREC targets that limit the growth of the
community solar market. Instead of MW targets, SREC factors can allow for more capacity to be
deployed at lower cost.
1. How should the BPU identify, determine, and calculate the “attainment of 5.1 percent of
the kilowatt-hours sold in the State by each electric power supplier and each basic
generation provider from solar electric power generators connected to the distribution
system”?

1

Vote Solar, “Community Solar: Ready to Work for New Jersey” (September 2018). Available at:
https://votesolar.org/usa/new-jersey/updates/cs-pilot-can-create-800-million-dollars-benefits/
2
Greentech Media, “The Vision for U.S. Community Solar”, Executive Summary, p.17. Available at:
http://bit.ly/2JWfKyT
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As discussed in our comments on the development of community solar pilot regulations
submitted to Secretary Comacho-Welch on July 31st, 2018 3, there will likely be sufficient
applications in the SRP application pipeline before the community solar program opens such that
the 5.1% SREC market will be effectively closed to the participation of community solar
projects. If the BPU defines “attainment” to be based solely on installations, rather than
installations and pipeline, there is significant risk of creating an oversupply of SRECs and
precipitating a market crash. We support the recommendation of other solar groups to define
“attainment” as installations + pipeline so long as the BPU simultaneously open an interim
program that provides a stable, bankable support for all projects in the community solar pilot
program.
2. Would closing the SREC program to new applications before there is an oversupply
cause SREC prices to reach or exceed the Class I renewables cost cap (per the Clean
Energy Act)? Would closing the SREC program to new applications after there is an
oversupply cause SREC prices to drop significantly? Please explain your analysis.
CCSA provides no comment at this time
3. Explain your understanding of what constitutes an “orderly and transparent mechanism
that will result in the closing of the existing SREC program on a date certain but no later
than June 1, 2021.” How much notice is needed, and what specific information should be
published?
As noted in our response to Question 1, we would support the BPU defining attainment in terms
of SRP applications, which would precipitate a shorter closure of the SREC program so long as
the BPU simultaneously opens a stop gap program to support the broader solar industry between
now and the enactment of a long-term successor program.
CCSA supports the creation of a 2-year interim SREC program as suggested by a number of
solar parties at the BPU’s October 17th workshop on this issue. However, this support comes
with three important contingencies: 1) that the interim SREC program not constrain the size of
the community solar market during the pilot program, particularly in years 2 and 3 which may be
expanded by the Board; 2) that the interim SREC program not limit community solar access to
the SREC market, and 3) that an interim SREC program not put off the opportunity to support
certain benefits that community solar projects can provide but which entail costs not currently
sustainable under a pilot program reliant on Class I RECs. These benefits can include the ability
to develop on already disturbed sites- such as brownfields, warehouses, parking lots, etc.- or
serve low- and moderate- income customers.
One important benefit of creating an interim SREC program is that the state can take advantage
of the lower SREC prices needed to support community solar projects which deliver the benefits
of distributed generation with the economies of scale of larger projects that don’t need to be sited
at a customer’s property. At the same time, reduced costs could provide “head room” under the
3

CCSA comments on development of a community solar pilot program (filed in BPU Docket No. Q018060646, July
st
31 , 2018), pp.21-24
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cost cap to support additional incentives for projects that serve low-to-moderate income
customers or are located on already disturbed sites. We outline a concept based on
Massachusetts’ SREC II program in response to Question 7.
4. How can the Board ensure SREC prices are sufficient to support an orderly and
transparent closure of the SREC program, while providing enough money under the cost
cap to fund new solar incentive programs and other Class I renewables to meet the 50%
RPS requirement by 2030?
Creating an interim SREC program can support additional development at lower cost while
ensuring there is continuity between the current program and whatever permanent successor is
developed pursuant to the 2018 Clean Energy Act. By closing out the 5.1% SREC program
before it is oversupplied legacy projects can be protected from SREC price suppression in an
oversupplied market. Creating an interim program provides for continuity for development of
new projects. However, even with these reduced costs it is important that action is taken so that
the cost caps in the 2018 Clean Energy Act do not provide an undue restriction on meeting the
state’s clean energy goals, including the development of a community solar market.
5. Are there approaches or concepts the Board should consider for early implementation as
it explores new or modified solar incentive programs?
The Massachusetts SREC II program structure is a proven model that can be adopted, with
modifications, in a short time frame to bring down costs while achieving goals the state has, such
as supporting solar projects on already disturbed sites and providing low income customers the
ability to lower their electric bills by choosing solar.
The Massachusetts SREC II program provided fractions (“factors”) of SRECs to each MWh of
generation from different projects. Figure 1 below reproduces a table of different “market
sectors” and the SREC factor provided to them. Using round numbers for ease of example, one
can think of this factors working in the following manner: if an SREC was trading at $100 per
REC, a residential project, a community shared solar project, a project on a parking canopy, or
any other “A” sector project would receive $100 for each SREC produced; rooftop projects and
non-community shared solar commercial-scale ground mounted projects in Market Sector “B”
would receive $90; and landfill and brownfield projects and other Market Sector “C” projects
would receive $80, while all other projects would receive $70. The Massachusetts Department of
Energy Resources (DOER) retained the authority to set the number of MW permitted in the
Managed Growth category each year. This structure allowed the state to drive solar development
toward policy-preferred project types while supporting a robust and diverse market and ensuring
via the managed growth mechanism that the market did not become oversupplied.

4

Figure 1: Initial
Massachusetts SREC II
Factors 4

In addition to providing stability and overall reduced costs, BPU has a number of objectives to
meet on realizing non-energy benefits such as supporting development on already disturbed sites
such as brownfields, landfills, parking lots and rooftops and supporting an ambitious goal of 40%
of community solar program capacity serving low- and- moderate income customers.
Community solar is well positioned to develop projects on these types of sites such as rooftops,
parking lots and other sites due to its ability to be sited remotely from customers. For example, a
warehouse may have a roof that can support a solar project but insufficient load from the tenant
occupying the building to justify building a project. However, the volume of available and usable
rooftops, parking lots, brownfields, and landfills is more constrained than it first appears when
you consider usable space, landowner interest and property values, excessive contamination or
unclosed sites. Most importantly, development of these sites can add between $0.05- 0.08/kWh
of cost to projects as a result of additional equipment costs, installation work, and financing
costs. In other states such as New York and Massachusetts, these incremental costs have been
covered through SREC programs or incentive programs.
Given some of the policy objectives the state has articulated in various venues, the table below
gives an illustrative set of project types for which different factors could be applied. The
combination of factors for various siting configurations as well as customer types can best drive
the market toward preferred policy outcomes while enabling flexibility in business models and a
robust, diverse market. Mathematically, this requires factors that are set as >1.0 multipliers, such
that a given project could combine one customer-based factor and one siting-based factor by
summing the base SREC value and the incremental value offered by qualifying for each factor.
For example, a Rooftop Community Solar project serving 50%+ LMI customers would receive
4

Table from initial regulations as presented by Massachusetts Department of Energy Resources. The presentation,
with table, is available at: https://www.mass.gov/doc/commissioner-sylvia-presents-final-design-of-srec-iiprogram
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an SREC value calculated as:
(BaseSREC*RooftopFactor)+(BaseSREC*CommunitySolarLMIFactor - BaseSREC)
In subsequent comments CCSA can provide further guidance on what those specific project
types should be and factors associated with each of them. 5
Figure 2: Illustrative project categories for interim SREC program factors
Customer-based Factors
Projects < 25kW serving residential and small commercial customers
Projects < 25kW serving LMI customers
Community Solar with 50%+ residential and small commercial subscribers
Community Solar serving 50%+ LMI customers
Siting Based Factors
Rooftop projects >25kW
Parking canopy projects
Advanced Agricultural (dual use)
Thank you for your consideration of these comments.
Sincerely,
Brandon Smithwood
Policy Director, Coalition for Community Solar Access
(978) 869-6845
brandon@communitysolaraccess.org
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While some previous reports like the New Jersey Department of Environmental Protection Solar Siting
Analysis Update (December 2017) have implied that NJ could site all needed solar in urban and suburban areas,
this conclusion was reached without proper analysis of costs due to usable space constraints, site control limitations,
interconnection technical feasibility etc, and also didn’t address the additional cost.
11

Standard additional costs for landfills and brownfields include physical constraints that require ballasted systems
instead of driving piles, raised non-trenched electrical conduit and wire runs, more expensive stormwater
requirements, and increased financing costs due to project complexity and risk. For rooftops, the additional costs are
primarily replacing roofing, usable space constraints, and increased financing costs due to risk and complexity of
site shading, access, maintenance, and building owner needs. For parking lot structures, costs are usable space
constraints, additional significant structural costs for raised panels and additional snow/wind loading, and increased
costs for non-trenched electrical conduit and wire runs.
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