ClearEdge Power
195 Governor’s Highway
South Windsor, CT 06074

May 30, 2013
Michael Winka
Senior Policy Advisor, New Jersey Board of Public Utilities
Post Office Box 350
44 South Clinton Ave
Trenton, NJ 08625-0350
Re: Response to the New Jersey Board of Public Utilities Request for Comment on the Resiliency/CHP
Portfolio Standard Straw Proposal
Comments of ClearEdge Power
Dear Mr. Winka:
ClearEdge Power submits the following comments based on the public request from the New Jersey
Board of Public Utilities related to the Resiliency/CHP Portfolio Standard Straw Proposal, which was
introduced to the large scale CHP/Fuel Cell working group on April 30, 2013.

Respectfully submitted,

Lisa C. Ward
Government Relations Manager
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES
RESILIENCY/CHP PORTFOLIO STANDARD PROPOSAL
COMMENTS OF CLEAREDGE POWER
I.

Introduction
ClearEdge Power is a company headquartered in Sunnyvale, CA with manufacturing and office
facilities in Hillsboro, OR and South Windsor, CT. ClearEdge Power is producing fuel cell
systems for distributed energy generation that scale from 5kW to multiple megawatts. Through
the use of combined heat and power, our ultra-clean and quiet stationary fuel cells produce
power without combustion and meet the strictest air emissions requirements in the United
States. PureCell® systems bridge environmental goals established by policy makers with
consumers’ need to save energy and money.
We offer the following as comments related to the Board of Public Utilities resiliency/CHP
portfolio standard straw proposal.

II.

Comments
A. Program Objectives
The initial straw proposal indicates the resiliency standard will be limited to combined heat
and power (CHP) generation. While CHP is an efficient technology and would help meet
the high level goals suggested in the proposal, there are other commercially available fuel
cell technologies, with and without heat recovery, that operate at high system efficiencies.
This program should not be limited to fuel cell projects with heat recovery; the program
should recognize overall project efficiency to determine the eligibility of fuel cell projects.
B. Tiered and Performance Based Incentive Structure
The newly formed portfolio standard for distributed generation, including fuel cells and
combined heat and power projects, should include a tiered incentive giving the largest
amount of State funding to critical facilities in known refinery gas territories where siting
distributed generation can be more costly.
The tiered structure for fuel cells should begin at the current small program funding level,
which for fuel cells is the lesser of 60% of project costs or $2M. This would be the base
incentive for all fuel cell projects. An enhanced incentive, in addition to the base, should be
given incrementally to the following fuel cell project types:
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1) Fuel cell installations for facilities in natural gas territories where the typical
transmission pipeline gas composition specification is not met (i.e. refinery gas and/or
propane/air)
a. Suggested incentive in addition to the base: $1 per installed watt
2) Fuel cell installations at facilities with grid independent capable distributed generation
(critical or non-critical) where the natural gas meets the typical transmission pipeline gas
composition specification
a. Suggested incentive in addition to the base: $1 per installed watt
Please note these suggested incentives are additive - an additional incentive of $2 per
installed watt would be available for a fuel cell installation with grid independent capability
if installed where the natural gas does not meet the typical transmission pipeline gas
composition specification.
Much of New Jersey’s industry is located in a natural gas territory with known refinery gas
and propane/oxygen gas injection practices. These injections into the natural gas pipeline
make it increasingly difficult to site resilient, clean distributed generation without a
mechanism to “clean” the natural gas. Removing a majority of the contaminants from the
natural gas will add cost to distributed generation projects, which is why we suggest a $1
per installed watt increase to the total incentive.
Additionally, if the distributed generation project is also capable of providing power and
heat without the grid, we suggest a further increase to the incentive of $1 per installed watt
to help defray the costs of additional equipment needed to provide the grid independent
benefit. These increased incentives should only be considered in the short term (next 5
years). To avoid burdening ratepayers with additional distributed generation costs, like
natural gas cleanup, over the long term, the State should consider setting new standards for
refinery gas injections to avoid the need for cleanup at the distributed generation level in the
future.
Because the increased incentive amounts would be substantial for critical facilities in refinery
gas territories as compared to the current structure, we would also suggest a more
performance-based pay out. Rather than 80-100% of the funding being disbursed upfront,
we suggest the funding be disbursed similar to other states, such as New York and
California; fifty percent (50%) of the incentive is allocated initially and the remaining is paid
based on the electric output of the distributed generation project (in kWh) over a period of
three to five years, up to the maximum incentive amount. This represents an improved
balance of helping with the upfront investment and protecting ratepayers by requiring
performance from projects sponsored with ratepayer dollars.
C. Program Requirements - Efficiency
In order to fully maximize the number of fuel cell or CHP projects installed at different
facilities, critical or not, the efficiency requirement of 60% HHV should be reconsidered. We
fully support systems with high efficiencies; however, the 60% HHV does not necessarily
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return the best payback for most applications and therefore may limit the speed of
deployment of fuel cells in New Jersey.
Under the current rules, a customer desiring to deploy a CHP fuel cell must burden the
project with extra equipment and costs to meet the efficiency hurdle, even if the additional
costs do not result in sufficient heating fuel savings that pays the initial costs back. As an
example, the data center market is an excellent fit for fuel cells and CHP, especially given
their potential as critical facilities. Data center applications typically utilize byproduct heat
to drive absorption chillers for cooling, which only takes advantage of the high grade heat
produced by fuel cell systems. Due to this particular heat utilization profile, where only the
high grade heat is needed, the 60% HHV requirement is a difficult hurdle for project
implementation without adding further costs to the project to also use some portion of the
low grade heat. To overcome this obstacle more effectively, we would suggest an efficiency
requirement of 50% HHV. This efficiency requirement is similar to efficiencies that meet the
requirements of the State of California’s Self-Generation Incentive Program. While this is
lower than the current 60% HHV efficiency requirement, an absorption chiller application
using fuel cell waste heat can actually increase in efficiency over time, since the amount of
chilling capacity increases over the life of the fuel cell.
Additionally, not all facilities have a large thermal load, making electric-only fuel cell
installations attractive. The current electric-only efficiency requirement of 45% within the
first year is understood to be a difficult hurdle for some industry participants. Additionally,
some fuel cells with high reported first year electrical efficiency values degrade quickly,
resulting in a lower average electrical efficiency over a few years following installation. In
order to drive true market competition and allow all companies the same opportunities for
electric-only projects, and in order to ensure high overall efficiency for fuel cell customers,
we would suggest a first year electrical efficiency requirement of 42%.
D. Regulatory items – Standby Charges
Proceeding GO12070600, which is currently underway at the New Jersey Board of Public
Utilities, was established per the directive from Bill 219, which required all electric
distribution companies to examine the standby charge law related to distributed generation.
Based on most submissions from the four New Jersey electric utilities in November 2012, the
current standby charge law should be extended with no rate structure updates. Industry
understands the need for the electric utilities to account for peak demand without including
distributed generation (DG). However, penalizing New Jersey consumers who choose to
install on-site generation through the use of standby charges and extended demand charge
periods will significantly deter the development of distributed generation within the State.
This will ultimately lessen the environmental savings and the installed capacity of DG the
State could realize as directed by the Energy Master Plan. It would also prevent the State
from capitalizing on the far-reaching benefits of distributed generation. Distributed
generation not only offers benefits to the host site but to ratepayers in general by providing
communities with resilient power during major weather events and power outages.
The BPU should consider updating the standby charge law to: 1) create more strict
availability and/or capacity factor requirements for DG installed in-state and 2) set fixed,
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statewide costs for standby charges and demand charges with no ratcheted costs. By setting
more stringent rules for the capacity factor of DG, the electric utilities can rely more heavily
on continuous on-site generation and discontinue significant standby and demand charges
on its DG customers.
E. Strategic long term plan
The State of New Jersey should continue to review and update regulatory policies that
would help facilitate the installation of clean, on-site generation. A regulatory hurdle for DG
developers is the lack of standardized interconnection requirements for base load
technologies. Most utilities outside of New Jersey require a reverse power relay for all DG
installations that do not qualify for the net metering tariff. To overcome the cost impact of
the reverse relay requirement and lifetime operation costs, the New Jersey electric
distribution companies (EDCs), in conjunction with the BPU, should strongly consider
standardizing the interconnection requirements for fuel cells. This should include a separate
track for high capacity factor DG (> 80%) with a certified inverter and would require a
detented meter instead of a reverse power relay. This would decrease installation costs for
stationary fuel cell projects while simultaneously maximizing on-site power usage, as well
as the maximizing the environmental attributes of the fuel cell.
A majority of end users who use fuel cell systems to generate their on-site power do not
become net exporters of power to the utility. As a result, the amount of power exported to
the utility does not usually factor into a fuel cell project’s value proposition. A standard
interconnection process with a detented meter option can play a twofold financial role in the
development of stationary fuel cell projects:
•

Reduced installation cost. Through the use of a detented meter, the need for a gridprotection relay to prevent power export to the utility grid is nonexistent. Without
this piece of interconnection equipment, the utility will not allow momentary export
of power, thereby introducing the need for a certified relay.

•

A detented meter would allow higher electrical output from the fuel cell to be
achieved by allowing electric-load following with no power import buffer.

By requiring the EDCs to standardize fuel cell interconnections, the BPU can streamline the
installation process for fuel cells statewide. Standardization of the required interconnection
equipment would also help the overall value proposition for larger DG installations at
critical facilities; installation and permitting costs would be lower, allowing State funding to
support a higher number of grid resiliency projects. Fuel cells actually offer a larger carbon
emission reduction than variable output technologies, like wind and solar, due to their high
system efficiencies and high capacity factor.
The key to the long term strategy will be the continuation of state supported programs,
which would indicate New Jersey’s commitment to the Energy Master Plan goals and the
State’s resiliency goals in the aftermath of Hurricane Sandy. Maintaining dedicated funding
for distributed generation programs sends a clear message to the market, allowing project
developers adequate time to develop high-quality, long term projects. Given that small and
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large fuel cell programs were only re-opened in January 2012, it would be extremely
premature if the State were to move the funding dedicated to these programs by June 2013.
Fuel cell and CHP projects have a long development timeframe, typically 12 to 18 months.
To continue the development of clean DG projects in the State, stable and dedicated
programs are required for at least 5 years to make an appreciable impact.
III.

Conclusion
Thank you for the opportunity to comment on Board of Public Utilities resiliency/CHP
portfolio standard straw proposal. We would be pleased to provide you with additional
information or clarification as needed.

Respectfully Submitted:

By:
Lisa C. Ward
Government Relations Manager
ClearEdge Power
195 Governor’s Highway
South Windsor, CT 06074
Phone: 860-371-4182
Email: lisa.ward@clearedgepower.com
May 30, 2013
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Susan Vercheak*
Assistant General Counsel
(212) 460-4333
Email: vercheaks@coned.com

May 30, 2013

Via Electronic Mail to publiccomments@njcleanenergy.com
Michael Winka, Senior Policy Advisor for Smart Grid
Office of the President
New Jersey Board of Public Utilities
44 South Clinton Avenue
P.O. Box 350
Trenton, New Jersey 08625
Re: Comments by Rockland Electric Company on Straw Proposal for Combined Heat
and Power (“CHP”) Long Term Financing Incentive Mechanism, A “Smart” Portfolio
Standard
Dear Mr. Winka:
Please accept these comments submitted on behalf of the Rockland Electric
Company (“RECO”) regarding the above proposal. While recognizing the preliminary
nature of the proposal, RECO appreciates the opportunity to comment.
As an overall matter with respect to CHP, RECO recognizes that this technology
can have value particularly for large customers with a high load factor and a need for
thermal energy to provide power to non-electric processes. From the electric utility
perspective, CHP is most beneficial to customers and the grid as a whole when it is
installed in targeted areas where the distribution system is constrained, or on the cusp of
needing major upgrades. A targeted approach to CHP growth allows utilities to
incorporate CHP into their load relief plans and potentially defer infrastructure upgrades.
Staff should therefore work with electric utilities to develop a CHP program that targets
CHP installation where it can contribute to the benefit of all utility customers through
infrastructure deferrals.
Staff’s proposal calls for establishment of a CHP portfolio standard, which
implies that installation of a certain amount of CHP is readily achievable by utilities and
customers given the right level of incentives. It has been RECO’s experience in its
service territory that the number of customers for whom CHP makes sense is limited.
Even on a statewide level, the opportunities for economically-efficient CHP are contained
within a narrow population of customers with high load factors and a need for the thermal
*Admitted only in New Jersey
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energy that CHPs produce. RECO is therefore concerned that Staff has not adequately
evaluated the unique circumstances, and the limits thereof, that are necessary to make
CHP a good choice for New Jersey customers.
Given the specialized nature of CHP installations and the limited number of
customers that can utilize the substantial thermal load produced by CHP technology,
RECO requests that Staff reconsider its proposal to use a binding portfolio standard to
meet the State’s goal of 1,500 megawatts (MW) of CHP by 2021. A more appropriate
policy mechanism might be a targeted CHP program to offer incentives for CHP systems
that pass a cost-benefit test that factors in both the individual customer’s energy costs and
the costs associated with distribution system upgrades that could be deferred. Such a
program would give utilities the flexibility to work with customers and pursue the most
economically efficient projects available in their service territory as the circumstances
allow. It would also avoid the risk of utilities pursuing less-desirable projects simply to
meet an arbitrary target that does not account for the individual circumstances present in
each region of the state.
RECO is also concerned that the creation of a ratepayer-backed financing
mechanism for CHP will effectively mean that non-CHP utility customers will absorb the
risk of project failure and/or loan default without gaining commensurate benefits. NonCHP customers are not likely to experience system benefits from CHP unless the
technology is installed in targeted areas that are in need of distribution upgrades.
Additionally, the environmental benefits CHP offers small customers are questionable,
because CHP is a fossil-fuel driven technology. Depending on the fuel CHP is replacing
and the location of the emissions stack, CHP can have a net negative impact on local air
quality. To the extent that the proposal is designed for the State to achieve environmental
and resiliency goals, there are other options that would benefit a wider range of
customers. End-user energy efficiency measures, such as advanced lighting technologies
and high-efficiency chiller units are both more cost-effective and environmentally
beneficial. Such measures would also contribute directly to the State’s goal of reducing
overall energy usage. In contrast to CHP, end-use energy efficiency eliminates the need
for generating the megawatt hours (MWh) saved and reduces all emissions associated
with that generation. While grid-supply MWh savings that result from CHP may make
more efficient use of the primary energy (typically natural gas) and may reduce the
overall emissions associated with electricity generation, typically CHP does not reduce
the customer’s electricity usage at the CHP site, and will likely increase local emissions
at the CHP location, where air quality in a dense urban environment is already a major
concern.
As to resiliency, the effectiveness of CHP is not certain. While an individual
CHP customer may have a resilient power source during a major outage, that customer’s
CHP does not provide power to surrounding neighborhoods after a storm unless the
customer has an arrangement with its electric utility to provide dispatchable back-up
generation. Moreover, such sites as a storm shelter or major gathering center cannot take
advantage of CHP’s intrinsic efficiencies because they usually have a low load factor and
generally lack a high thermal load. A CHP system installed in a sports arena, for
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example, would provide resiliency benefits in the form of shelter and electricity, but at a
very high cost that would be subsidized by non-CHP customers. A more cost-effective
measure for providing a resilient power source would create incentives for backup
generation for large and critical care facilities. Other alternatives include selectively
undergrounding power lines or improving vegetation management. RECO suggests that
Staff reconsider its narrow focus on CHP systems in its straw proposal, and broaden the
range of acceptable back-up generation technologies.
Finally, the proposal to make the CHP requirement “smart” by changing
dynamically with market conditions adds regulatory uncertainty and could lead to
confusion in the market. Certainly, this concept requires further exploration to develop
the means to “take the temperature” of the CHP market given its small size and situationspecific projects.
Thank you for consideration of these comments.
Respectfully submitted,
Rockland Electric Company
By its Attorney,

______________________________
Susan Vercheak
Assistant General Counsel
Consolidated Edison Company
of New York, Inc.
4 Irving Place
New York, NY 10003
(t) 212-460-4333
(f) 212-677-5850
e-mail: Vercheaks@coned.com
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May 30, 2013
Via Hand Delivery and Electronic Mail
Honorable Kristi Izzo, Secretary
New Jersey Board of Public Utilities
44 South Clinton Avenue, 9th Floor
P.O. Box 350
Trenton, New Jersey 08625-0350
Re:

Combined Heat and Power/Fuel Cell Working Group
May 2, 2012 Request for Comments on
Staff Draft Straw Proposal Combined Heat
and Power (CHP) Long Term Financing Incentive
Mechanism—a “Smart” Portfolio Standard
Revised Draft Dated April 15, 2013

Dear Secretary Izzo:
Enclosed please find an original and ten copies of the Comments submitted on behalf of
the New Jersey Division of Rate Counsel (“Rate Counsel”) in connection with the abovecaptioned matter. Copies of the comments are being provided to all parties on the e-service list
by electronic mail and hard copies will be provided upon request to our office.
We are enclosing one additional copy of the comments. Please stamp and date the extra
copy as “filed” and return it in our self-addressed stamped envelope.

Fax: (609) 292-2923 • Fax: (609) 292-2954
httn://www.nj.gov/ma E-Mail: njratepayer@rpa.state.nj.us

Tel: (609) 984-1460

New Jersey Is An Equal Opportunity Employer

•

Printed on Recycled Paper and Recyclable

Honorable Kristi Izzo, Secretary
May 30, 2013
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Thank you for your consideration and assistance.
Respectfully submitted,
STEFANIE A. BRAND
Director, Division of Rate Counsel

By:
aul E. 1ana:~jfq.
Litigation Mana’~
End.
c:

OCE~bpu.state.nj.us
Elizabeth Ackerman, BPU
Michael Winka, BPU
Mona Mosser, BPU
Scott Hunter, BPU
Jerome May, BPU
Tricia Caliguire, Esq., BPU
Rachel Boylan, Esq., BPU
Marisa Slaten, DAG

Staff Draft Straw Proposal
Combined Heat and Power (CHP) Long Term Financing
Incentive Mechanism—a “Smart” Portfolio Standard
Revised Draft Dated April 15, 2013
Comments of the New Jersey Division of Rate Counsel
May 30,2013
The Division of Rate Counsel (“Rate Counsel”) would like to thank the Board of Public
Utilities (“BPU”) or (“Board”) for the opportunity to present comments on the April 15, 2013
Revised Draft Straw Proposal for a “Combined Heat and Power (CHP) Long Term Financing
Incentive Mechanism—a ‘smart’ Portfolio Standard.” The Straw Proposal was circulated by the
Office of Clean Energy (“OCE”) Staff and was discussed at the April 30, 2013 meeting of the
OCE’s CHP Working Group. By e-mail notice dated May 2,2013, the OCE requested comments
on the Straw Proposal by May 30, 2013.
Introduction
Rate Counsel has serious concerns about the Straw Proposal. The Straw Proposal is
completely lacking in any empirical support for the proposed transition from the existing system
of rebates and grants for CHP. There is no analysis to demonstrate that the proposed “CHP
portfolio standard” will be more cost effective than the existing program, much less that it
represents the most cost-effective option. The Straw Proposal also contains no analysis of how
Staffs proposal will advance its stated goals of encouraging development of CHP facilities in
general or for “public critical facilities” that can play a role in storm response. There has been no
analysis of the reasons for the poor responses to the existing program, and no effort to identify
program features that would remedy identified deficiencies in the cunent program.

Furthermore, the portfolio standard mechanism envisioned by Staff has serious flaws.
The Straw Proposal is confusingly written and lacking in crucial details, but even the limited
details that are provided raise numerous practical issues. The mechanism that appears to be
envisioned by OCE would at best be complicated and expensive to administer, and it may be
completely unworkable. The Straw Proposal also would lack transparency with regard to costs.
Unlike OCE’s current CHP programs, which are conducted under a publicly available budget,
the proposed mechanism would have its costs embedded within the rate structures of four
separate utilities. The costs of the program would be difficult to ascertain for the general public,
and, perhaps, also for experts.
Assuming that the development of CHP for critical facilities is a reasonable goal, the
proposed portfolio standard will not achieve it. If it is workable at all, it will be complicated and
costly. Rather than attempting to implement a novel and untested mechanism, Staff should first
evaluate its existing programs, and conduct a careful analysis to identi~’ the least cost alternative
for reaching that goal, whether modifications to existing programs or a new proposal.
Proposed CHP Portfolio Standard
According to the Straw Proposal, its goal is “[tb develop a long term secure and stable
finding/financing source to implement the 2011 Energy Master Plan (“2011 EMP”) target that
includes both storm response CHP and dual economic and environmental benefit CHP.”
Although the Straw Proposal includes some discussion of the overall 2011 EMP goals, a primary
focus of both the proposal and the April 30, 2013 CHP Working Group meeting was a “CHP
portfolio standard” to be implemented in the near term to promote the development of CHP at
“critical public facilities,’ which Staff defines as publicly owned facilities that “could operate

24/7 and either temporarily or long term house, feed and shelter evacuated victims from an
emergency such as super storm Sandy.” Straw Proposal, p. 3-4.
OCE is proposing a mechanism that is type of portfolio standard. The proposed
mechanism would require each of New Jersey’s four natural gas utilities to procure CHP
generation, to be located at critical public facilities, in annual amounts based on percentages of
the CHP goals stated in the 2011 EMP. As clarified at the April 30, 2013 meeting, the utilities
would not directly procure given amounts of CHP capacity, but rather units of energy savings
resulting from the use of the CHP facility’s thermal output.

$~ April 30, 2013 meeting

presentation, Slide # 8. OCE is proposing what it characterizes as a “smart” portfolio standard,
one that can be increased or decreased by the Board based on “market conditions.” Straw
Proposal, p. 2.
Rate Counsel Concerns
Lack of empirical foundation for proposal
Rate Counsel is also concerned that OCE’s proposal is premature. Staff states that the
current rebate/grant structure would transition to the new long term portfolio standard as it is
developed. Straw Proposal, p. 4. The Board has previously recognized since January 2007 the
need for renewable energy, and particularly solar energy development, to reduce reliance on
rebates and other direct payments in favor of market-based mechanisms.’ However, the Board
only arrived at this conclusion with regard to these markets after a nearly two year investigation
which included the formation of a specific working group to develop white papers outlining

‘Decision and Order Regarding Solar Electric Generation, BPU Docket No.E006 100744, In the Matter of the
Renewable Energy Portfolio Standards Alternative Compliance Payments and Solar Alternative Compliance
Payments, pg. 2.
—
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potential new transitional models, and the contracting of a consulting firm to perform
independent analyzes of the proposals.2
One of the key findings of the many studies prepared through the Board’s investigation in
its Docket No. EO06100744 was with regard to the projected ratepayer impacts. The Board’s
consultant found that the previous rebate-heavy régime over-financed solar energy projects by
$2.796 billion,3 while providing substandard results. The analysis also found that the proposed
new financing mechanism was by far the least expensive proposal for ratepayers.4 This finding
confirmed the Board’s position that the previous financing system based around rebates was
unsustainable in the long-run.
Staff’s proposed CHP portfolio standard contains no such empirical foundation, and it is
not clear that the findings regarding renewable energy financing structures would hold for CHP.
Instead, the proposal is completely opaque with regard to many important policy questions. The
proposal claims that it will be rate neutral, by including adjustments to either the overall Utility
E3 (energy efficiency) or Clean Energy Program Societal Benefit Charge (“SBC”). Straw
Proposal, p. 5. However, Staff is proposing only that the entire Clean Energy Program budget not
increase with the introduction of the proposed portfolio standard. Missing still is any analysis of
the costs associated with the program and any analysis showing that the proposed mechanism
would result in the least cost when compared to the current or alternative financing structures.
As elaborated further below, Rate Counsel recommends Staff first conduct all necessary analyses
of CHP within the State, including a feasibility analysis, ratepayer impact analyses, and an in

2Decision and Order Regarding Solar Electric Generation, BPU Docket No.E006 100744, In the Matter of the
Renewable Energy Portfolio Standards Alternative Compliance Payments and Solar Alternative Compliance
Payrnents, pg. 2.
An Analysis of Potential Ratepayer Impact of Alternatives for Transitioning the New Jersey Solar Market from
Rebates to Market-Based Incentives, July 31, 2007 Revised Draft, New Jersey Board of Public Utilities, p.4.
An Analysis of Potential Ratepayer Impact of Alternatives for Transitioning the New Jersey Solar Market from
Rebates to Market-Based Incentives, July 31, 2007 Revised Draft, New Jersey Board of Public Utilities, p.4.
—
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depth review of the causes of the lackluster support received by the previous competitive
solicitations for CHP. Only then will Staff and stakeholders possess enough information to make
informed decisions regarding changes to CHP financing within New Jersey.
Lack of clearly defined objectives
Rate Counsel also is concerned that, even aside from any consideration of costeffectiveness, the Straw Proposal does not clearly define its goals, or explain how those goals
would be met by the proposed CHP portfolio standard. The Straw Proposal states that one of its
objectives is to “[djevelop a near term CHP storm response program for critical public facilities,”
and proposes to set RPS requirements based on the CHP goals in the 2011 EMP. The Straw
Proposal does not, however, specify what those goals should be or provide any justification for
such goals. The Straw Proposal does not mention any analysis of the market potential for CHP,
and in particular the market potential for CHP at critical public facilities. If OCE wishes to
consider promoting CHP at critical public facilities, it should first assess the market potential for
cost-effective CHP at critical public facilities, the barriers to development of such CHP, and
possible means for overcoming those barriers.
Before embarking on a novel approach such as the proposed portfolio standard, OCE
should conduct a thorough evaluation of the best means of achieving the CHP goals set forth in
the 2011 EMP. Such an evaluation should include an analysis of OCE’s existing CHP programs.
Over the past several years, development of both small and large CHP projects has been sluggish
despite the availability of attractive incentives under the existing programs. OCE should first
evaluate the reasons why the present incentive structure has not been successful. OCE could then
present a proposal that remedies the specific deficiencies found in the current incentive structure.
Such a proposal could include, for example, measures to identify thermal loads that could be

served by CHP on an economic basis, and changes in the types of incentives being offered such
as financing mechanisms in addition to or in lieu of the present rebate structure.
Unworkability of proposed structure
The Straw Proposal is lacking in critical details that would define how the CHP portfolio
standard would actually work. As stated in the Straw Proposal itself, the details that remain to be
worked out before the proposed portfolio standard could be implemented include further
definition of eligible “public critical facilities,” the maximum sizes of the CHP facilities, eligible
technologies and fuel types, and types and levels of incentives to be provided to the CHP
developers. Straw Proposal, p. 4.
In particular, it is not clear how the CHP procurement process would operate. As noted
above, Staff appears to be envisioning a process whereby the gas utilities would procure energy
savings. OCE has not clearly defined how the energy savings to be procured would be
determined, measured, and tracked, and the few details that have been provided raise more
questions than they answer.
A particularly puzzling aspect of the Straw Proposal is the proposal to consider only
those savings resulting from the use of the thermal output of the CHP facility, and disregard the
“additional gas used to generate the electricity.” Straw Proposal. p. 3; April 30, 2013 meeting
presentation, Slide # 8. Staff apparently intends to focus solely on the efficiency of CHP as a
generator of thermal output, disregarding the benefits resulting from use of heat that would
otherwise be wasted to generate electricity. A new boiler used for CHP may be more efficient
that an old existing boiler, but is unlikely to be substantially more efficient than a standard new
boiler that would be a likely alternative to CHP. By ignoring the benefits resulting from the
concurrent generation of useful thermal output and electricity, the Straw Proposal assures that the

primary benefit of CHP, capturing otherwise unused heat to generate electricity, will not be
properly measured, valued or incentivized. The proposed procurement process will not result in
the selection of the projects that are the most efficient and cost-effective overall.
Aside from OCE’s mistaken focus on the “thermal” side of CHP, the proposal is lacking
in any suggested benchmarks or protocols for measuring savings, and also lacking in any
suggestions for how such savings should be documented for a proposed project, and verified
after a project is placed in service. This is likely in any event to require a complicated and costly
administrative structure to measure and track the savings procured, and then delivered by the
CHP facilities.
Further, the proposed portfolio standard would create a much less transparent cost
structure than OCE’s current CHP program. The current program operates under a Boardapproved budget that is public. Both budgeted and actual expenditures are easily accessible from
the Board Orders and other materials available on the OCE website. Cost information would be
much less accessible under the proposed CHP portfolio standard. The ratepayer-funded subsidies
inherent in the program would be embedded within the rates of four separate utilities, making it
difficult for members of the public, or even experts, to determine the total costs of the program.
On a related issue, Rate Counsel also notes its disagreement with the proposition that the
development of a “non-lapsable finding source” should be a primary objective of program to
encourage CHP. Straw Proposal, p. 1. OCE can assure that ratepayer funds are used effectively
through a systematic process of evaluation and planning, and then spending according to those
plans. A non-lapsable funding source that comes at the cost of transparency is not beneficial to
ratepayers or in the public interest.

Conclusion
For the reasons discussed above, OCE should not proceed further with the propose CHP
portfolio standard. This proposal is offered with no supporting analysis, and would be overly
complicated, costly, and lacking in transparency. The Straw Proposal, at this time, does not
provide a usable framework for encouraging the development of CHP.

CHP Straw Proposal:
The stated objectives of the CHP Straw Proposal are to:
Develop CHP as part of the State’s long-term strategies for economic
development.
Develop a near-term CHP storm response program for critical public facilities.
Develop a non-lapsable funding source
No new certificate trading programs

The CHP Straw Proposal recommends that gas distribution utilities implement a CHP PS
to procure, through a series of competitive solicitations, 1,500 MW of CHP resources by 2020 to
meet the Energy Master Plan (“EMP”) CHP goal. As proposed, the gas distribution utilities
would enter into long-term contracts with winning bidders/customers, who would be able to avail
themselves of utility on-bill financing with some percentage of their CHP expenditures/
indebtedness forgiven based on the unit’s performance and actual energy savings. The amount
forgiven would be recovered from the gas distribution utility’s ratepayers. Each solicitation
would seek a specific amount of cost-effective2 CHP projects (either based on MW, MWh,
therms or btus). Given the State’s and the Board’s desire to address storm response, the CHP PS
procurements would be open initially to public entities only; from municipalities to county and
state-owned facilities to address storm response.

Importance of CHP Relative to the EMP Goal and Renewed Focus on Resilience:
According to the CHP Straw Proposal, its goal is “[t]o develop a long-term secure and
stable funding/financing source to implement the 2011 Energy Master Plan CHP target of 1,500

2

The CHP Straw Proposal does not define "cost-effective", nor does it discuss the minimum performance
requirement for the facilities.
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MW that includes both storm response CHP and dual economic and environmental benefit
CHP.” The CHP Straw Proposal takes the EMP goal for CHP and establishes it as a specific
regulatory requirement.
NJNG agrees that CHP is an important area to continue to develop and pursue in order to
achieve the energy-efficiency targets contained in the EMP. Further, as was evidenced by the
devastating effects of Superstorm Sandy, there are tremendous benefits that can be garnered for
entities that had CHP systems, as was recently experienced during and immediately following
the storm events that unfolded. As noted during the NJ Spotlight CHP Webinar held on May 2,
2013, there was an electric power outage in Princeton for over a week, but Princeton University
was able to switch off the electric grid and power a large part of its campus with an 11 MW CHP
unit.

Also, the College of New Jersey was able to operate independent of the electric

transmission and distribution system (commonly referred to as “Island Mode Operation” or
“islanding”) because of their CHP units. The College continued to stay open while the 26kV line
that feeds power to the campus was down and was being repaired.3
The CHP Straw Proposal recommends developing a CHP long-term financing structure
for public critical facilities and then, based on experience of this initial program, the private
sector component could be added at some future point. According to the CHP Straw Proposal, a
public critical facility would be defined as a public facility that could operate 24/7 and either
temporarily or long-term house, feed and shelter evacuated victims from an emergency such as
Superstorm Sandy.

3

See, NJ Spotlight CHP Webinar.

3

NJNG Has Been Supportive in Promoting CHP:

Since 2003, NJNG has had a Board approved tariff for Distributed Generation (“DG”)
that would apply to CHP. NJNG continues to promote the merits of DG to our commercial
markets that include healthcare campuses, military bases, large hotels, and colleges and
universities.

NJNG looks for optimal locations with either power reliability concerns or

appropriate electric load characteristics with a thermal requirement. NJNG maintains close
contact with key equipment manufacturers and distributors of DG equipment in order to
understand their market strategies and assessment. NJNG posits that three critical elements,
including(1) relevant utility rates; (2) customer needs; and (3) stability of financial incentives,
together will motivate the customer to enhance their energy efficiency and reduce the demand on
the electric grid with DG installations.
According to a recent NJ Spotlight article, “CHP is viewed as a way to “harden’’ the grid
and reduce widespread outages, particularly at essential facilities like hospitals, wastewater
treatment plants and other public facilities.”4 NJNG will continue to assist the Board and Board
Staff with its efforts as is evidenced by NJNG consistently and cooperatively working with the
BPU in promoting NJCEP’s offerings and solicitations.

Gas Distribution Utility Focus:
As set forth in the CHP Straw Proposal, “While the EEPS for CHP could be on both the
electric and gas utilities for the more efficient cooling and heating equipment, it would be more
effective and less confusing to initially address the CHP PS through one - the gas utilities. This
current straw for long-term CHP financial assistance would be to finance 100 percent of the CHP
4

See, NJ Spotlight, CHP Proposal Would Build Plants Without Burdening Ratepayers, May 1, 2013.
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project through the EEPS obligation on the natural gas utilities. This would be through direct
upfront financing by the utilities as a loan The CHP PS would be a larger version of on the bill
financing.” NJNG appreciates and understands Board’s Staff’s motivation to streamline and
reduce any marketplace confusion.

However, this proposition may have unintended

consequences, and, in fact, result in confusion, given the gas-only novel concept. Based upon a
review of how other states have been promoting CHP, other states address CHP through either an
EEPS or an Alternate Energy Portfolio Standard (“AEPS”).

Typically, the EEPS only applies

to the electric distribution utility. NJNG is not aware of any states placing the obligation on both
the gas distribution and electric distribution utilities or any states placing it solely on the gas
utilities.
NJNG cautions that if the CHP PS is to apply to both electric and gas distribution
utilities, the Board should ensure that (1) the societal costs are properly distributed between the
electric and gas distribution utilities; (2) the structure ultimately adopted allows for the best CHP
projects to be selected; and (3) administrative costs are minimized.
“Smart” Portfolio Standard:
The CHP Straw Proposal envisions a “Smart” Portfolio Standard. According to the CHP
Straw Proposal, “…this long term CHP financing structure would be a “smart” portfolio
standard. The CHP PS requirement would not be static requirement as in the solar, Class I and
Class II RPS.” Again, while a novel concept, a “smart” portfolio standard may not provide the
certainty that the market needs. The CHP Straw Proposal states that “…the main goal of the CHP
PS is to develop and secure a stable and long term funding source for CHP that is not lapsable to
the general funds. The CHP PS would be a long term financing incentive similar to the RPS
structures.”

According to the CHP Straw Proposal, “the CHP PS requirement would be a
5

dynamic standard that responds and changes based on market conditions. The criteria for this
change would be set as part of the CHP PS Order or rulemaking. Basically it would respond to
market demand, overall system costs, overall environmental and energy benefits and overall
economic condition to a cap and down to a floor.” The CHP Straw Proposal goes on to state,
“The CHP-PS would not be a filing pursuant to N.J.S.A. 48:3-98.1 (commonly referred to as
“RGGI filings”). The utility CHP annual compliance filing would be based on the CHP-PS
requirements established by the Board.” Allowing the CHP PS to fluctuate may not provide
enough of a sense of stability and security that the marketplace desires. NJNG suggests that
further discussion amongst all stakeholders be undertaken to assess the benefits as well as the
detriments to this concept.

Reliance upon N.J.S.A. 48:3-87(g) and (h) May Limit the Marketplace:
N.J.S.A. 48:3-87g5 and h6 allow the Board to adopt an energy-efficiency portfolio
standard (“EEPS”)7 for electric and gas distribution utilities to implement energy-efficiency
measures that reduce electricity usage and gas usage in the State by 2020 to a level that is 20
percent below the usage projected by the Board in the absence of such a standard. By relying
5

N.J.S.A. 48:3-87g states: “The board may adopt, pursuant to the "Administrative Procedure Act," P.L.1968, c.410
(C.52:14B-1 et seq.), an electric energy efficiency portfolio standard that may require each electric public utility to
implement energy efficiency measures that reduce electricity usage in the State by 2020 to a level that is 20 percent
below the usage projected by the board in the absence of such a standard. Nothing in this section shall be construed
to prevent an electric public utility from meeting the requirements of this section by contracting with another entity
for the performance of the requirements.”
6
N.J.S.A. 48:3-87h states: “The board may adopt, pursuant to the "Administrative Procedure Act," P.L.1968, c.410
(C.52:14B-1 et seq.), a gas energy efficiency portfolio standard that may require each gas public utility to implement
energy efficiency measures that reduce natural gas usage for heating in the State by 2020 to a level that is 20 percent
below the usage projected by the board in the absence of such a standard. Nothing in this section shall be construed
to prevent a gas public utility from meeting the requirements of this section by contracting with another entity for
the performance of the requirements.”
7

According to the CHP Straw Proposal, “An EEPS, as defined in the statutes, means a requirement to procure a
specific amount of EE or demand side management resources as a means of reducing energy usage and demand by
customers.”
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upon this statutory authority, this may only allow for the recognition of the thermal output of a
CHP system as paragraphs g and h require reduction of usage ‘in the state’ so the reduction at the
customer level is not relevant and the only allowable reduction is from the waste heat recovery.8
Since CHP, under this approach, doesn’t reduce the amount of electric used at the site, there are
no electric savings to be measured and realized in the CHP Straw Proposal. If one were able to
include the electric transmission and distribution (“T&D”) losses, then one would be able to
recognize the electric savings.

Allocation of obligation:

According to the CHP Straw Proposal, “As similar to the RPS the CHP PS would be set
statewide annually as a percentage of the CHP EMP goal through energy year 2021. This annual
statewide CHP percentage would be an obligation on the individual utilities based on annual
retail sales of gas or electric and other factors which may include market conditions and supply
and demand.” This was further reiterated during the May 2, 2013 NJ Spotlight CHP Webinar
and at the April 30, 2013 working group meeting wherein reference was made to utility annual
retail sales as the basis for setting the retail obligation. NJNG believes the BPU staff should
reconsider the use of annual retail sales as the method for allocating an obligation for this
standard., NJNG suggests that an assessment of the market’s technical and economic potential
statewide would actually be a much more appropriate basis for distribution of an obligation as
shown in the recently released, AGA Report entitled “The Opportunity for CHP in the United

8

Although CHP can improve the energy efficiency of the overall energy delivery system, it does not improve the
end-use efficiency at a customer’s premise. The type of energy efficiency defined in N.J.S.A. 48:3:87 g and h is
specific to customer usage. CHP may not lower the amount of energy used by a customer. While it will decrease
the amount of electricity purchased from the transmission and distribution system, it may, in fact, increase gas
consumption which could be contrary to N.J.S.A. 48:3-87 g and h.
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States”, May 2013. Alternatively, if sales volumes were used, it would be more appropriate to be
based on commercial customer sales volumes, specifically, large commercial customer sales that
match the profile of potential CHP customer (i.e., year round thermal requirement).

Financing:
According to the CHP Straw Proposal, “The main goal of the CHP PS is to develop and
secure a stable and long term funding source for CHP that is not lapsable to the general funds.
The CHP PS would be a long term financing incentive similar to the RPS structures.”
The CHP Straw Proposal states that “The NJCEP rebate/grant structure would stay in
place until the CHP long term financing is developed, implemented and available”. NJNG would
caution against departing from this incentive structure pre-maturely. Abandoning this incentive
program pre-maturely could be misinterpreted by the marketplace that the State is abandoning its
CHP development efforts. NJNG suggests that the CHP PS payment, financing and rebate/grant
structures should run concurrently as the size of the CHP project and needs of the customer will
dictate which solution is the most appropriate for the specific project and customer.
Given the unique nature of this CHP Straw Proposal, NJNG is not quite certain how the
marketplace will react to this new financing structure, thereby impacting the State’s efforts to
meet the EMP goal; develop CHP as part of the State’s long-term strategies for economic
development; and develop a near-term CHP storm response program for critical public facilities.
Further, given the uncertainty of whether the legal authority on which this CHP Straw Proposal
is premised, it may further marketplace apprehension.
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Rate Impact:
According to the CHP Straw Proposal, “In order to keep the rate impact for CHP projects
neutral, a reduction in the overall Utility E3 and NJCEP SBC cost would be a part of the overall
design of a CHP PS long term financing program. As the long term financing structure were
developed and implemented the direct utility E3 CHP or NJCEP CHP rebate budgets would be
reduced by an equivalent increment. This would result in a reduction of the E3 rate or the SBC
rate to insure the net cost to the ratepayer over the same period were, at a minimum, a net zero
sum gain. Basically this would result in adding no new cost to the ratepayer.”
NJNG suggests that the Board staff conduct an analysis to determine whether a long-term
financing structure that is acceptable to the market can support the 1500MW CHP capacity
objective with “a net zero sum gain”.

Conclusion:
NJNG believes that the CHP Straw Proposal requires further consideration and
evaluation to ensure that the format for a new CHP financing structure will help advance the
CHP market. As noted, one of the largest barriers to the marketplace has been the need to
provide financial certainty. As such, there may be other paths that could be utilized other than an
EEPS for CHP. With any structure or program that is finally adopted, it must be noted that
utilities should have the ability to set programs with longer horizons than the one year planning
outlook that the NJCEP uses. Due to varying financial needs and ownership structures of CHP
projects, NJNG recommends that the Board concurrently offers various incentive options to the
marketplace.
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NJNG appreciates the opportunity to provide these comments and looks forward to
actively participating CHP Working Group to assist Board Staff in pursuing CHP development
that will be viable and sustainable over the long-term.

Respectfully submitted,

f<·
Andrew K. Dembia
Regulatory Affairs Counsel
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Comments on NJ straw proposal for critical infrastructure CHP PS
Clean Energy Group/Clean Energy States Alliance applauds this effort by New Jersey to address
critical infrastructure resilient power needs with a forward-looking CHP initiative. We offer the
following comments on the straw proposal.
•
•

•
•

•
•

•

The program should support eligible CHP projects using renewable fuels, such as
biomass, as well as natural gas.
Since CHP systems typically generate more heat than electricity, and generate heat more
efficiently than electricity, it is necessary to size CHP plants to the heat load rather than
the electric load. This frequently results in CHP plants that cannot support the peak
electric load of the host facility, but these plants may still be able to support a critical
load. For this reason, the CHP PS should include a requirement that critical service loads
at the host facility be identified and that the CHP equipment be sized to support the
critical load, and that switching systems be installed that will drop non-critical load upon
the loss of grid power. A minimal standard for critical service provision may need to be
developed.
Black-start capability and appropriate switchgear should be required.
Some electric utility service areas may not support synchronous generators. The CHP PS
should be developed in consultation with electric utilities to ensure that resulting projects
will be able to tie into the grid without undue delays.
Standards should be developed for storm resilient CHP, including placement of
equipment in protected areas above flood levels, secure fuel supplies, etc.
“The incentive payment would transition from an up-front rebate/grant to a financing
incentive either funded upfront or over time based on performance of electricity
generated and energy saved.” Such a performance-based incentive should account for
both electricity and thermal energy produced or displaced by the CHP system. Any
calculation of environmental benefits or impacts should include displaced emissions
associated with grid-supplied electricity, which can partially offset local emissions from
the CHP plant.
It may be helpful to offer a hybrid incentive based partially on capacity and partially on
performance, so that a portion of the incentive (the capacity payment) is received early to
defray first costs, while another portion of the incentive is received annually over a
period of years (the performance payment) based on energy generated/displaced.

Clean Energy Group - Comments on NJ straw proposal for critical infrastructure CHP PS
Page 2 of 2

•
•

•
•

A minimum system efficiency standard should be developed.
The emphasis on market responsiveness should not obviate the obvious benefits of
critical infrastructure resiliency, which are not generally compensated by markets. The
“floor” capacity should not be too low.
It may be helpful for the state to more specifically identify facilities that are both
appropriate for CHP technologies, and beneficial from a critical facilities standpoint.
It may be helpful to seek a list of eligible facilities from municipalities. Municipal
authorities may be in the best position to identify the needs of their communities and the
facilities that could best meet those needs in an emergency situation.

Lewis Milford
President, Clean Energy Group

Clean Energy Group • 50 State Street • Montpelier, VT 05602
(802) 223-2554 • fax (802) 223-4967
e-mail: LMilford@cleanegroup.org
www.cleanegroup.org

Morgan, Lewis & Bockius LLP
502 Carnegie Center
Princeton, NJ 08540-6241
Tel. 609.919.6600
Fax: 609.919.6701
www.morganlewis.com

Gregory Eisenstark
609.919.3134
geisenstark@morganlewis.com

May 31, 2013
VIA EMAIL TO OCE@BPU.STATE.NJ.US
Michael Winka
Board of Public Utilities
44 South Clinton Avenue
P.O. Box 350
Trenton, NJ 08625-0350
Re:

BPU Staff Straw Proposal on CHP/EEPS

Dear Mr. Winka:
Jersey Central Power & Light Company (“JCP&L” or “Company”) is pleased to submit
comments on Board Staff’s Straw Proposal dated April 15, 2013 regarding a proposed combined
heat and power (“CHP”) energy efficiency portfolio standard (“EEPS”).
JCP&L has reviewed the CHP Straw Proposal and accompanying presentation and offers
the following comments. The Straw Proposal is drafted at a high level, omitting detail that
would otherwise evoke more substantive comments. As such, JCP&L’s comments are also
provided a high level, and JCP&L reserves the right to submit additional comments as the
stakeholder process continues. Similarly, JCP&L is not commenting specifically on the
parameters of the proposed program, such as eligible technologies or types of incentives, because
the Straw Proposal implies that such issues will be addressed as part of the stakeholder process.
The Straw Proposal suggests that CHP be implemented via utility financing programs and
an associated utility CHP Portfolio Standard (“CHP PS”). JCP&L does not support such an
approach, and notes that the Straw Proposal does not appear to be based on any analysis of
whether this approach is the most cost-effective manner in which to encourage the development
of CHP facilities in New Jersey. JCP&L is opposed to risking customer or shareholder funds to
otherwise finance CHP projects, especially where the benefits of such a program largely accrue
to natural gas utilities and their customers. Accordingly, the Company asserts that, if such a
program is created, it should be limited to gas utilities and should not include electric utilities.
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In addition, the Straw Proposal suggests that CHP must be cost effective, although there
is no description of the criteria on which such measurement would be based. In fact, the Straw
Proposal suggests that portions of the on-site energy consumption would be ignored for project
evaluation, stating that the CHP PS would not include the additional gas used to generate
electricity. Omitting some portion of the overall system energy consumption implies that a
project need not be energy efficient, but only less costly to operate to be eligible under the CHP
Program. JCP&L suggests that a multi-criteria screen that includes an element of cost–
effectiveness, energy efficiency and the efficacy of the use of waste heat (thermal output) be
used. Otherwise, the explicit result of using CHP to reduce energy cost is nothing more than fuel
switching, without necessarily improving the overall efficiency of energy use of the facility.
Moreover, a CHP program should only be open to projects where the technology is
deployed in a proper application (i.e., where there is a significant coincidence between thermal
and electric demands). Even PURPA, enacted in 1978, requires a minimum thermal energy for
qualifying facilities. JCP&L submits that a minimum thermal usage requirement, at least at the
level suggested by PURPA, be another screening criteria for CHP projects. Although subject to
interpretation, the example on Slide 13 of the Power Point presentation that accompanied the
Straw Proposal implies that projects of a somewhat lesser quality, or perhaps not cost effective
whatsoever, may be eligible should the target MWs not be fully subscribed for that programyear. In this instance, the verbiage suggests that the project only need be the “most cost
effective” available to qualify under the CHP program. JCP&L believes that clear evaluation
criteria, including performance, cost and overall efficiency (including minimum thermal use)
need to be established for any CHP Program.
JCP&L recognizes that the Straw Proposal identifies one of the objectives to be the
development of a near-term CHP storm response program for critical public facilities. However,
many of these of facilities may not have a coincident thermal load and, therefore, would not be
appropriate applications for CHP. In fact, emergency generation is likely the most appropriate
and cost effective application at such facilities. The appropriate evaluation must be conducted
on a project–by-project basis.
In addition, JCP&L does not support a CHP PS as a utility obligation, even more
emphatically as an electric utility obligation, and questions whether even a true portfolio
standard approach for CHP is plausible. An EEPS approach requires measurement and
verification, which is often complicated, imprecise and expensive. Moreover, the juxtaposition
of a utility financing program with an EEPS does not appear to be consistent with the State’s
approach to transitioning renewable energy and energy efficiency programs to market-based
mechanisms. A portfolio standard approach works most efficiently when tradable commodities
(such as RECs) are used for compliance. The Straw Proposal makes no reference as to whether
there would be CHP credits associated with the CHP commodity, or whether suppliers will be

Michael Winka, BPU
May 31, 2013
Page 3
able to buy and sell the CHP credits. Rather, the Straw Proposal appears to propose a mandatory
utility CHP purchase (or, more specifically, a mandatory financing obligation) under the guise of
an EEPS. Rather than foisting another PURPA-like financial obligation on utilities, the Board
should consider a market-based portfolio standard approach, where competitive suppliers are
responsible for satisfying the CHP PS. Under such a portfolio standard, suppliers would not
"finance projects" but would simply buy CHP credits.
In sum, while there are potential benefits of CHP when used in appropriate applications,
the Straw Proposal simply proposes an inappropriate utility-based subsidy program, with little
focus on delivering cost-effective CHP projects where they will have the most benefit. Rather
than burdening New Jersey utility customers with another financial obligation, and utilities with
another subsidy program to administer, the Board should first investigate market-based
approaches to procuring CHP.
JCP&L appreciates the opportunity to comment on these important issues.

Sincerely,
/s/ Gregory Eisenstark
Gregory Eisenstark
Attorney for Jersey Central Power & Light
Company

DB1/ 74344605.1

May 30, 2013
Mr. Michael Winka, Director
Office of Clean Energy
New Jersey Board of Public Utilities
44 South Clinton Avenue, 9th Floor
P.O. Box 350
Trenton, NJ 08625-0350
Re: Combined Heat and Power Portfolio Standard (CHP-PS)
Dear Mr. Winka:
FuelCell Energy, Inc. (“FCE”) appreciates this opportunity to provide comments on the “straw”
combined heat and power portfolio standard (“CHP PS”) proposal issued by the Board.
Broadly, the adoption of 1500 MW of CHP capacity will further State goals as outlined in the
Energy Master Plan to assure power and heat can be available to key facilities during normal
business conditions and to augment the electric grid with local power resources during and after
unforeseen weather events. Furthermore, beyond simply combining heat and power from one
system, fuel cell based systems offer additional benefits in the form of low or negligible
emissions, high electrical efficiency, quiet and reliable performance and the flexibility to be sited
in areas where traditional CHP would have limitations. The straw proposal offers a framework
for a successful CHP PS program.
FCE offers the following specific comments
Alternative Compliance Penalty
The straw proposal indicates that no ACP structure will need to be in place as the CHP PS will
be a direct obligation of the utilities and not a market based system with an obligation on electric
suppliers. While compliance mechanisms under the CHP PS have not yet been defined, Board
regulation and utility cost recovery are effective means for adoption of the CHP PS goals.
Managed CHP market
The straw proposal recognizes that while the state-wide benefits of CHP are high, the number of
potential customers utilizing CHP is lower than the solar market. The managed market approach
using compliance filings and Board established requirements appears a good means to provide
planning predictability for program participants and yet flexible enough for the Board to adjust
capacity to accommodate CHP system demand.
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Stable and Long Term Funding
A premise of the CHP PS is to develop the 1500 MW under a non- lapsable funding source.
Given time cycle for project development from concept to construction, this goal is critical to
assure site hosts and suppliers have an adequate time horizon to conceive and implement a
project.
Lowest Rate Impacts
The implementation of this CHP program comes at a time of budgetary restraint. Maintaining
lowest incremental costs to ratepayers as provided for in the draft framework of the financing
mechanism is laudable. However, a portion of the 1500 MW of new capacity will be providing
unique local benefits and degrees of efficiency and reliability that will warrant investment by
ratepayers above the “zero-sum gain”. Features of the financing program should be put in place
to incentivize higher value attributes such as efficiency or reliability at least cost to ratepayers.
Utility Financing
The straw provision to offer direct financing thru the utilities has the potential to minimize
transaction costs and reduce project development time cycle. A forgivable portion of any loan
based on performance can also be amended to incentivize other desirable technology,
environmental or societal attributes such as efficiency, low emissions and local grid reliability.
FCE looks forward to participating in the stakeholder process and supporting the Board’s effort
to establish an effective Combined Heat and Power Portfolio Standard.
Respectfully submitted,

Frank Wolak
Vice President, Government Business
FuelCell Energy, Inc.
cc: Sean Wilson, Ben Toby

Philip J. Passanante
Associate General Counsel
92DC42
500 N. Wakefield Drive
Newark, DE 19702
P.O. Box 6066
Newark, DE 19714-6066
302.429.3105 – Telephone
302.429.3801 – Facsimile
philip.passanante@pepcoholdings.com

June 12, 2013
VIA FIRST CLASS MAIL and
ELECTRONIC MAIL
kristi.izzo@bpu.state.nj.us
publiccomments@njcleanenergy.com
Kristi Izzo
Secretary of the Board
State of New Jersey
Board of Public Utilities
44 South Clinton Avenue, 9th Floor
P.O. Box 350
Trenton, New Jersey 08625-0350
RE:

Comments by Atlantic City Electric Company Combined Heat and Power
(“CHP”) Straw Proposal Long Term Financing Incentive Mechanism, a “Smart”
Portfolio Standard

Dear Secretary Izzo:
The Atlantic City Electric Company (“ACE”) thanks you for the opportunity to comment,
and respectfully submits these comments regarding the above proposal.
ACE, and our corporate family, knows from experience that CHP technology can bring
value, particularly for large customers with a high-load factor and the need for thermal energy to
provide power to non-electric processes with complementary load patterns. ACE is concerned
that selected facilities to be used as storm shelters or emergency gathering centers will normally
have difficulty in taking advantage of CHP’s intrinsic efficiencies because they will, more than
likely, lack a high electric load factor and a productive need for the heat output, other than
limited heating/cooling and hot water uses.
Further, CHP facilities are more complex than the typical utility plant designed for office
buildings or sporting event facilities, and efficiency is designed around continuous use. Sports
and convention events are typically intermittent and last for short durations of time. A CHP
plant designed to serve a significant crowd of people needing emergency shelter for one to two
weeks will not run optimally for the usual types of facilities suitable for CHP, unless the design
is broken up into multiple zones / units that can be staged as needed. That approach requires
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more complex design support that, as built, inherently requires more space needed under the
roof, more investment, and more maintenance.
Pepco Holdings Inc., in which ACE is a subsidiary, does support CHP in other
jurisdictions. In such cases, there are achievable benefits along with reasonable cost recovery of
mechanisms in place. ACE’s experience also indicates that CHP is not for everyone. Force
fitting the technology into locations is likely to generate considerable ongoing costs with
insufficient ongoing benefit, requiring significant subsidization to justify the expense involved.
Critical public facilities that can benefit from CHP need to be identified, project criteria need to
be clearly defined, and the cash flow of the investments need to be clearly understood before
customers or taxpayers are committed to supporting such investments.
As to resiliency, the effectiveness of CHP is not certain to produce that outcome. ACE’s
experience indicates that CHP would generally not be a cost effective method to provide
resiliency, as finding an ideal site with the appropriate mix of power and thermal demand
patterns will be challenging enough on its own while, in addition, locating a site that has
environmental and zoning approval potential, fuel supply, sufficient road or rail access, adequate
lay-down area and physical access for cranes to install or maintain large, heavy equipment make
it even more difficult. All of these considerations will stress the economics of the desired
installation unless the project is subsidized for all installation, repair, maintenance and operating
costs.
It might be a more cost effective measure to achieve a resilient power source if the State
provides incentives for installation of sufficient redundancy in backup generation for large
gathering facilities, emergency operation centers and critical care facilities to ensure operating
capability at needed capacity with one or two generators out of service for whatever reason.
Other options such as distribution automation, smart meters and system controls could also be a
more cost effective approach to strengthening distribution infrastructure and adding resiliency.
ACE appreciates the effort to develop an approach to achieve the CHP goals of the 2011
Energy Master Plan, and the need for New Jersey to have storm shelters that can support
temporary population displacement after a natural disaster. ACE suggests that the State
thoroughly explore the proposal to develop a path forward that maintains cost-effectiveness to
ratepayers by incorporating whatever combination of approaches yields the most reasonable
costs for the citizens to bear, while providing safety for the population.
The circumstances in which CHP makes economic sense for the customer and provides
quantifiable reliability benefits are limited, as evidenced by the absence of widespread adoption
in New Jersey and other states. Scandinavian policies regarding CHP versus any other power
and heat sources do not exist in this country, and are significantly more costly than the
approaches used here. Scandinavian countries have justified the cost as a societal benefit, and if
New Jersey wishes to pursue a similar approach, then the costs should be clearly recognized and
absorbed within government expenditures, rather than being imposed on property owners. In
ACE’s view, the imposition of a CHP procurement obligation on utilities and the offer of longterm financing incentives will not transform CHP into a technology applicable to a larger number
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of customer sites. Instead, the proposal will more likely only make CHP less expensive for a
small group of customers, and is unlikely to yield the widespread public shelter benefit that is
sought.
Finally, the proposal to make the CHP requirement “smart” by changing incentives
dynamically with market conditions adds regulatory uncertainty and could lead to confusion,
which would be treated as risk in the market. Risk translates into higher borrowing costs, or
unavailability of capital for the specific type of investment. ACE agrees that this concept
requires further exploration and should start with an effort to “take the temperature” of the CHP
market potential, determining its actual size and situation-specific site opportunities under
different levels of incentive (or subsidy) requirements.
Thank you for consideration of these comments.
Respectfully submitted,
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Philip J. Passanante
An Attorney at Law of the
State of New Jersey

