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Dear Ms. Camacho-Welch,
Solar Landscape LLC is pleased to provide the following initial comments in response to the
2019/2020 NJ Solar Transition Incentive Staff Straw Proposal originally published August 22,
2019. We may follow up with additional comments regarding the consultant’s updated model
before the end of the extended comment period that was announced earlier today.
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STAKEHOLDER INTRODUCTION
Solar Landscape is an Asbury Park, New Jersey-based company specializing in medium- and
large-scale solar project development, design, installation, and long-term asset management.
Over the past several years, Solar Landscape has installed over 120 MW across more than 85
projects, ranging in size from 50 kW to 7 MW and primarily located on warehouses, factories,
shopping centers, schools and municipal properties. As a self-performing general contractor,
we’ve proudly employed over 100 New Jersey residents to date, and we are honored to have
been recognized as one of New Jersey’s 50 fastest growing companies.
Our focus on commercial and industrial (“C&I”) roof-mounted systems is in large part driven by
our firm belief that these projects offer more societal benefit than any other type of PV system or,
for that matter, any other form of power generation. These projects make use of surfaces with few
alternative uses on pre-disturbed land, which is optimal for the environment. They are largely out
of sight, which is optimal for local residents. They are the largest type of rooftop system, which is
cost-effective and therefore optimal for ratepayers. And they benefit New Jersey businesses and
schools on whose rooftops they operate.
Solar Landscape fully supports the Board’s efforts to create a smooth transition to a successor
incentive regime that will ensure New Jersey cost-effectively meets its ambitious clean energy
targets. To that end, we submit the following comments in relation to the Straw Proposal shared
on August 22, 2019.

SUMMARY OF COMMENTS
Our recommendations are guided by our belief that the primary goal for TREC market design
should be to provide simple, predictable and compelling incentive levels while safeguarding
ratepayers through a well-structured factorization scheme. We think the following design
principles would best achieve this:
•

A fixed TREC price at a relatively high rate and with as mild a “kink period” as fiscally
possible, to ensure an adequate incentive level and maximize bankability without the need
for complex hedging or financial intermediaries;

•

A two-dimensional factorization approach, that considers siting and offtake as separate
attributes, to manage cost burden while still ensuring adequate incentives for good
projects;

•

The assignment of EDCs as the Compliance Entity, at a Compliance Obligation level
that ensures adequate TREC demand, and also to ensure predictability, stability and
bankability of TREC revenue; and

•

A closure of the SREC Registration Program before the 5.1% target is achieved, but
with a reasonable degree of forewarning (e.g., 90 days), in order to give shorter-cycle
projects with SREC revenue built into existing financing agreements a fair chance to enter
the pipeline, while still keeping the pipeline stable as the 5.1% target approaches, enabling
reasonable predictability of when the target will be reached.
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RESPONSES TO SPECIFIC QUESTIONS POSED BY STAFF
1) What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Solar Landscape is in favor of the general structure proposed by the Board for the Transition
Incentive. In particular, we support the approach to use factorization to differentially incentivize
different/preferred types of solar projects and to manage costs for ratepayers. We believe that the
cost of the program can be fairly and adequately managed through factorization. The target price
level/range of the TREC should focus on continuing to drive solar forward rather than further
lowering cost. The worst outcome would be to under-incentivize young programs like community
solar by overshooting feasible cost reductions.

2) What are the advantages and challenges to the two approaches; a fixed price TREC and a
market based TREC?
We support Valuation Option #2 as defined in the Straw Proposal, because we believe that a fixed
TREC price is the most cost-efficient and -effective tool for incentivizing solar capacity additions,
especially given the limited scale and lifetime of the TREC market.
A floating price would inject uncertainty and would require lenders and investors either to
understand and to be comfortable with the details and nuances of this temporary market structure,
or substantially to discount the TREC’s value. That devaluation is something we already see in
today’s SREC market, and we think it would be more dramatic in the TREC market.
A floating price also creates a need for brokers, hedging markets, and financial engineering that is
neither the focus nor the strength of the key players who develop and build solar projects.
We should also consider the community solar program in relation to this topic. In its infancy, such
a program needs stability, support and predictability. It needs a safe revenue stream to offset the
perceived risk that low- and medium-income (“LMI”) offtakers pose, particularly given that key
program elements remain unannounced (e.g., whether consolidated billing and government energy
aggregation will apply). A fixed TREC price would provide this crucial stability and support, which
in turn would cost-efficiently enable projects to subscribe more LMI offtakers.

3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the closure of
the SREC market to new entrants?
No comment.

4) How can the Board most accurately predict the amount of capacity expected to be in the SRP
pipeline at the time the 5.1% Milestone is hit? During what timeframe in the transition process,
would a final determination of the size of the pipeline of eligible projects be required? Should
there be a true-up?
No comment on the methodology. We only request that there be a high level of transparency and
that decisions are announced with sufficient lead time for project planning purposes.
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5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after October 29,
2018, and 2) have not commenced commercial operation upon the Board’s determination that
the 5.1% Milestone has been attained?
No comment.

6) Should the Board cease accepting new registrations to the SREC Registration Program, and
begin only accepting registrations to a new Transition Incentive cluster?
Solar Landscape believes that it makes most sense to close the SRP to additional projects with
some degree of forewarning (e.g., 90 days). This would give shorter-cycle projects with SREC
revenue built into existing financing agreements a fair chance to enter the pipeline, while still
keeping the pipeline stable as the 5.1% target approaches, enabling reasonable predictability of
when the target will be reached.
Furthermore, if the SRP is closed immediately, attainment of the 5.1% target will likely happen later,
as some measure of short-cycle residential projects that would otherwise have entered the pipeline
and contributed to the 5.1% attainment would be excluded. So we think closing in advance but not
immediately is the right middle ground.

7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
We support the proposed 15-year TREC term.

8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and why?
No comment.

9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and
EY23 and increases thereafter, keeping in mind the statutory cost cap the program must
operate under.
We understand the budgetary rationale behind the so-called “kink period” but want to point out the
likely impacts of such a period on financeability of different project types. Because the kink period
will reduce project cash flow from incentives in the earliest years of a project, the relative importance
of secure cash flow from offtake increases. As a result, the financeability of projects with less secure
offtake cash flow—e.g., LMI Community Solar projects—will suffer more than other projects.
All else being equal, the kink period skews financeability away from LMI projects toward projects
with lower offtake risk. This should not be forgotten when establishing factorization levels for
different types of projects.
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10) What are the implications of establishing a “Buyer of Last Resort” and floor price mechanism
for the TREC market? What factors should Staff consider in recommending how a purchase
price is established?
In terms of establishing a price level for a fixed-price TREC, for the same reasons that a fixed price
is preferred, the Board should opt for a conservative/high price over an aggressive/low price. Again,
we believe the cost of the program can be fairly and adequately managed through factorization.
The target price level/range of the TREC should therefore focus on continuing to drive solar
forward.

11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
No comment. We support a fixed TREC price.

12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
No comment.

13) Do you agree with the proposed categories of factors? Why or why not?
Solar Landscape finds the proposed groupings to be too unspecific to provide useful guidance to
stakeholders. For example, would a community solar project over 25 kW that is built on a preferred
siting location qualify for a factor of 1.0 or 0.8? Would a roof-mounted net metering project over 25
kW qualify for a factor of 1.0 or 0.6?
Solar Landscape believes that the proposed factorization underrepresents the interests of low- and
moderate-income (LMI) households and does not adequately incentivize stakeholders to address
this underserved ratepayer segment. The financing of LMI projects poses a credit risk that is not
adequately mitigated when considering the impact of other elements of the market design, e.g. the
kink period as discussed previously.
We believe that projects whose offtakers are predominantly LMI households should receive a
separate, stackable “multiplier” similar to the stackable adders used in Massachusetts’ SMART
program. A multiplier of 1.15, for example, would adjust the factorization rate upwards for any LMI
project, regardless of which factorization group it falls into. This straightforward approach would
give stakeholders and the general public a much clearer signal that, regardless of site type or
project size, it is the Board’s clear priority to improve LMI customers’ access to affordable, cleanenergy alternatives.
We also believe that Community Solar projects should receive a factorization rate of 1.0 to ensure
that the higher cost of developing and administering such projects with multiple offtakers is
sufficiently incentivized. This is particularly important now, as some of the key parameters of the
community solar program affecting project administration costs are still unannounced (e.g., whether
consolidated billing and government energy aggregation will apply).
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ALTERNATE FACTORIZATION PROPOSAL
One reason Solar Landscape believes the factorization groupings are problematic is the conflation
of two distinct attributes of a project: its siting and its offtake. We believe there should be separate
factorization values for each of these attributes that, again similar to the use of stacking adders in
Massachusetts SMART program, would be multiplied to result in a final factorization rate for a
project. This would allow offtake types requiring additional incentives, e.g., LMI and community
solar, to receive them regardless of where a project is sited, and also allow preferred siting to be
prioritized over non-preferred, regardless of who the offtakers are.
Table 1 shows our proposed factorization matrix, with the individual factors multiplied to result in
factorization rates for each combination of siting and offtake type. As in the Board’s proposal, these
factors are meant to account for both the variation in cost levels incurred to build different project
types, and the variation in revenue streams earned by the different types of offtake.

OFFTAKE

SITING

Factors

Residential
net metered

Community
Solar; C&I
Net
Metered;
Grid Supply

1.0

1.15

0.3

LMI

Preferred
siting

1.0

0.3

1.0

1.15

Ground
mounted

0.6

0.2

0.6

0.7

Table 1.

14) Please address the financial incentive levels for each of the four project types.
See #13 above.

15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
See #13 above.

16) Please discuss the advantages and disadvantages of the two proposed options, i.e. having
the compliance entities be 1) Third Party Electric Suppliers and Basic Generation Service
Providers, or 2) the Electric Distribution Companies.
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Solar Landscape believes that naming EDCs as the Compliance Entity is the simplest and best
approach for the Transitional Incentive program, especially in combination with fixed TREC prices
as in Valuation Option #2. We believe the simplicity of allowing EDCs to build fixed-price TREC
Compliance Obligations into their rate base is the cleanest, most efficient and most transparent
way to pass costs to ratepayers. It is also a more predictable way to set a Compliance Obligation
than an alternative Compliance Obligation of a percentage of energy sales of TPS or BGS
providers, which would introduce another degree of uncertainty into solar project financing and
development.

17) Which of the two options is preferable for the Transition Incentive?
See #16 above.

18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the compliance
entity, while a market-based price for TRECs lends itself to the TPS/BGS providers serving as
the compliance entity?
See #16 above.

Andrew J. McNally
Assistant General Counsel

Mailing Address:
92DC42
PO Box 6066
Newark, DE 19714-6066
Overnight Delivery:
500 N. Wakefield Drive
Newark, DE 19702

609.909.7033 – Telephone
609.393.0243 – Facsimile
andrew.mcnally@exeloncorp.com
atlanticcityelectric.com

October 18, 2019
VIA ELECTRONIC MAIL
solar.transitions@bpu.nj.gov
Aida Camacho-Welch
Secretary of the Board
Board of Public Utilities
44 South Clinton Avenue, 9th Floor
P.O. Box 350
Trenton, New Jersey 08625-0350
RE:

New Jersey Solar Transition
2019/2020 Transition Incentive Straw Proposal

Dear Secretary Camacho-Welch:
On behalf of Atlantic City Electric Company (“ACE” or “the Company”), please accept
these comments in response to Staff’s 2019/2020 Transition Incentive Straw Proposal (the “Straw
Proposal”). While ACE’s comments are limited to a subset of the matters raised in the Straw
Proposal, ACE may offer additional comments on this subject if further stakeholdering is conducted
in the future.
Compliance Entities
The Straw Proposal contemplates two options when it comes to which entities would be
obligated to procure and retire Transition Renewable Energy Credits (“TRECs”). The first option
would require Third-Party Electric Suppliers (“TPS”) and Basic Generation Service (“BGS”)
suppliers “to procure and retire TRECs in proportion to their annual retail sales according to an
annual schedule of demand obligations that would track the expected production of the projects
eligible for the Transition Incentive.” The second option contemplates requiring the Electric
Distribution Companies (“EDCs”) to procure the TRECs “at pre-established rates assigned by
Board Order.”
ACE supports Option 1, insofar as it requires TPS and BGS suppliers to procure and retire
TRECs. ACE believes that this approach would leverage the existing processes currently used for
Solar Renewable Energy Credit (“SREC”) compliance in New Jersey. Given that the transition
period is expected to be of limited duration, it follows that familiar processes should be used, rather
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than requiring a new approach with different entities responsible for compliance with RPS
obligations.
Fixed Versus Market-Based TREC Price
The Straw Proposal also asks stakeholders their opinion on whether the TREC price should
be fixed or market based. ACE believes that a market-based approach is appropriate for setting the
TREC price. ACE acknowledges that it is Staff’s current sense that if TPS and BGS suppliers are
selected as the compliance entities, Staff believes that it follows that the TREC price should be
market-based. ACE further acknowledges that a market-based approach is how SREC prices are
current calculated, and as such, a market-based approach for TRECs would more closely resemble
current practice, an important consideration for duration of the transition period (see above
discussion regarding Compliance Entities).
***
In sum, ACE recommends that the Board impose TREC compliance obligations on TPS
and BGS suppliers and agrees that the TREC pricing mechanism should be market based. ACE
appreciates the opportunity to provide comments on the solar transition, and the Company looks
forward to providing further input on this subject in the future.
Respectfully submitted,

Andrew J. McNally

Ad Energy appreciates the opportunity to provide comments to the proposed transition incentive
program. Ad Energy is a primarily residential solar installation company, is based in New Jersey,
and has been operating since the beginning of 2015.
Comments from Ad Energy on the General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Advantage: Fixed price SREC.
We seem to be settling on fixed price TRECs. We fully, full-throatedly, with gusto, support this.
It will provide for a much lower cost incentive, and it will protect consumers that buy their solar
systems from unpredictable market behavior. Consumers in New Jersey have for too long been
participating in a market they don’t understand.
Challenge: The “kink” years.
The solution to the kink years is problematic. We believe it will both depress demand for system
purchases, and create a large consumer protection issue. The difference between the incentive
levels between legacy and transition lies at the heart of both issues. See this chart:
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We believe that few homeowners, if provided with an honest presentation of TRECs, will have
the confidence in the program to buy. Uncertainty on incentive level is too great, and that
uncertainty itself will deter purchase decisions. Furthermore, many that take loans would find
that they were cashflow negative in the first three years of ownership. Finally, we believe that
many homeowners will either not understand the program or not receive an honest presentation,
and will receive a much lower incentive than expected.
Challenge: Legacy SREC costs.
Legacy SREC costs is the elephant in the room. Failure to address legacy costs is deforming the
TREC program. Willingness to deform the TREC program betrays a timidity in dealing with
legacy costs. TREC deformation represents a substantial risk to the 2018 Clean Energy Act’s call
“…to encourage the continued efficient and orderly development of solar…”. Timidity in
dealing with legacy costs puts the future of solar power in New Jersey at risk.
We believe the “kinks” in TREC values should be removed. Removal of the kink does not
guarantee a cost cap problem. Introduction of the kink does not guarantee there is no cost cap
problem; it merely affects the odds. And, unless the kink becomes a feature of the Successor
program, it does not create enough headroom under the cap for a continuation of a healthy solar

market. Removal of the kink in the TREC program, in addition to its above described marketing
benefits, will place substantial and, in our view, welcome pressure on addressing legacy costs.
Finally, we believe that finding a solution to legacy costs is in all stakeholders’ interest. Those
willing to be long in SRECs have enjoyed enormous payoffs for shouldering that risk. But
enormous risk exists to future payoffs. The closed legacy SREC market will be balanced on a
knife’s edge. SREC values could easily swing from near-ACP-prices to near-worthless. But the
risk is asymmetric. The Clean Energy Act requires board intervention if SREC costs are high. No
such requirement exists if prices are low, save an implied requirement to protect past
investments. A clear opportunity therefore exists to create a tight collar around legacy SREC
costs – with investors receiving downside protection with ratepayers receiving protection from
high costs – and with the state receiving a future vibrant solar market.
As an example, see the chart below. Numbers and mechanisms would no doubt need fine-tuning:
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2) What are the advantages and challenges to the two approaches; a fixed price TREC and a
market based TREC?

We believe a fixed price TREC is much better than a market based TREC program, and we are
encouraged that this seems to be the direction board staff is taking.
Open SREC markets.
First, we view open SREC markets in this way:
SREC Eligibility

Market-based
Pricing
Mechanism Fixed

Short term
(up to 3 years)
Best
Good

Long term
(longer than 5 years)
Bad
Good

Our primary evaluation criteria in making these assessments is cost to ratepayers. Long term
market-based SREC programs are designed to create cost, as we have experienced here in New
Jersey. We believe 3-year SREC programs, by allowing solar developers to enter price contracts
for the full period of SREC eligibility, would be best at both ensuring cost competitiveness and
constraining market activity to the RPS. We believe fixed price SREC programs also lead to low
cost. However, administrative challenges exist in price setting and in controlling the amount of
development activity in the market.
In the absence of cost cap concerns and the concurrent sunsetting of the ITC, we would advocate
for a short term eligibility SREC program.
Closed SREC Markets.
An SREC market lacking the pricing signal provided by new development has lost its raison
d’etre. For example, a high SREC price will not cause inventors to invent cloud dispersion
technologies. Similarly, a low price will not cause solar owners to cover their panels with tarps.
To a close approximation, a closed market will produce the same number of solar kWh’s
regardless of the SREC price. A fixed priced SREC is therefore desirable.
3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the closure of
the SREC market to new entrants?
No. We believe that the “kink” in TREC values will cause many to most homeowners and small
business owners to elect not to purchase solar. We believe that the kink will add cost to TPO
projects.
Furthermore, due to sharp factor differences between segments and legacy SREC value
uncertainty, market behavior is very difficult to predict, and could tend toward volatility. Some
projects could rush to completion, while others could purposely slow to aim for the transition
incentive. This is undesirable. We believe that, specifically for the transition incentive, the
incentive level should be designed to closely mirror the incentive level for the legacy program.

This implies that factorization, if introduced at this point, should be close to 1 for all segments.
We believe that this can be achieved by reducing the baseline TREC price such that the total
TREC cost of the transition is unchanged.
4) How can the Board most accurately predict the amount of capacity expected to be in the SRP
pipeline at the time the 5.1% Milestone is hit? During what timeframe in the transition process,
would a final determination of the size of the pipeline of eligible projects be required? Should
there be a true-up?
We believe that this issue has been decided, are satisfied with the proposed solution, and have no
further comment.
Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after October
29, 2018, and 2) have not commenced commercial operation upon the Board’s determination
that the 5.1% Milestone has been attained?
We believe that this issue has been decided, are satisfied with the proposed solution, and have no
further comment.
6) Should the Board cease accepting new registrations to the SREC Registration Program, and
begin only accepting registrations to a new Transition Incentive cluster?
We believe that this issue has been decided, are satisfied with the proposed solution, and have no
further comment.
Terms for each TREC
7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
In the residential sector, most financing products have a term of at least 20 years. A 20-year
TREC would therefore match the homeowner’s financial obligation, reducing any cash flow risk
for homeowners.
Value of a TREC
8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and why?
Refer to our answer to #3 above.

9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and
EY23 and increases thereafter, keeping in mind the statutory cost cap the program must operate
under.
Refer to our answer to #1 above.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price
mechanism for the TREC market? What factors should Staff consider in recommending how a
purchase price is established?
We have no comment.
11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
We have no comment.
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
We have no comment.
Factorization of TRECs
13) Do you agree with the proposed categories of factors? Why or why not?
Refer to our answer to #3 above.
14) Please address the financial incentive levels for each of the four project types. Page 11 of 11
Refer to our answer to #3 above and #15 below.
15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
Xxxxxx
Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e. having the
compliance entities be 1) Third Party Electric Suppliers and Basic Generation Service
Providers, or 2) the Electric Distribution Companies.
Refer to our answer to #18 below.
17) Which of the two options is preferable for the Transition Incentive?

Refer to our answer to #18 below.
18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the compliance
entity, while a market-based price for TRECs lends itself to the TPS/BGS providers serving as
the compliance entity?
Yes.

October 14, 2019
Board of Public Utilities
In reference to the New Jersey SREC market

To whom it may concern:
On behalf of my coworkers and myself, I petition to reconsider the Solar Transition Incentive in New Jersey. The current
proposed model will significantly impact the NJ Solar Market negatively. The current proposal undervalues residential
subsidies and puts all of our careers in danger.
If customers are not incentivized to go solar, there will not be positions/jobs for aiding in the administration, design,
engineering, installation, service, and customer support to build these projects. This change would affect my 125 coworkers as well as myself who are all employed in one of these positions due to the incentives currently offered to home
owners who make the switch to renewable Solar energy.
I urge you to read some of our company’s reviews on google to understand the impact our company has on our
customers and how we are able to help them save money and the environment by choosing clean energy as an
alternative.
Personally, I have been working in the solar industry for the last 8 years, working and learning my way up through the
ranks to a prominent role as Director of Operations for a best in class NJ residential solar company.
I would hate to have all of the hard work I have done over the last 8 years erased due to the lopsided transition plan
created by the BPU. Please reconsider the current proposed plan to better subsidize solar in our great State. The
amount of lives impacted by this transition is worth the time and consideration.
Your favorable consideration of this request would be greatly appreciated.

Sincerely,

Clark Pegler
Director of Operations – AllSeason Solar, LLC

October 18, 2019

Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
Post Office Box 350
Trenton, NJ, 08625

Via Electronic Submittal: solar.transitions@bpu.nj.gov
Re: 2019/2020 Transition Incentive Staff Straw Proposal
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) regarding the SREC
transition straw proposal and questions raised in BPU’s Notice from August 22, 2019, which
was updated on October 3, 2019. We greatly appreciate the multiple stakeholder forums held on
this topic and the BPU’s continued efforts to ensure a long-term sustainable solar market in the
state.
CCSA is a national coalition of businesses and nonprofits working to expand customer choice
and access to solar to all American households and businesses through community solar.
Please see below for CCSA’s responses to a number of the BPU’s questions.

I.

General Structure of the proposed Transition Incentive

Does the proposed Transition Incentive provide sufficient financial surety for projects currently in
the SRP pipeline that may not reach commercial operations prior to the closure of the SREC
market to new entrants?
Community Solar project financeabilty will depend on the perceived level of risk in how the
TRECs are established. BPU Staff is clearly aware that fine-tuning a market can be tricky and
that they may have to adjust the obligation every year based on loads and anticipated
generation from TREC projects. As a result, the BPU should move as quickly as possible to
define and implement the SREC Successor program.

That being said, the Transition incentive program, and particularly the Hedged approaches
proposed by staff, provides the financial certainty needed for the community solar program to
commence on solid ground. Financial surety depends on the perceived level of risk and the
Hedge options explicitly provide surety while ensuring the program doesn’t exceed budget
limits.
CCSA is concerned that the market-based alternatives introduce an on-going administrative
burden and uncertainty without providing proportionate benefits. Although New Jersey has
embraced market mechanisms and used them very successfully to drive innovation and cost
reduction in the existing SREC market, the Transition Incentive will be a ‘closed system’ in the
sense that a limited and known number of projects will be producing RECs to meet demand set
by BPU staff.
Regardless of the option chosen to set the Transition Incentive, it is imperative that the BPU
move quickly to define and implement the SREC Successor program. The NJ market could
become very complex and unwieldy if more and more projects become part of the TREC
obligation.

II.

Eligibility

How should the Board treat projects entering the SRP pipeline that have not 1) filed a complete
SRP Registration or received conditional certification from the Board after October 29, 2018,
and 2) have not commenced commercial operation upon the Board’s determination that the
5.1% Milestone has been attained?
Projects participating in the New Jersey Community Solar Energy Pilot Program fall squarely
into timeframe in which CCSA expects the first year of the Community Solar Pilot projects to be
chosen. The BPU has stated explicitly that Community Solar projects are eligible to apply for,
and receive, SRECs. 1 The application window for the first year of the Pilot program closed on
September 9, 2019 and project selections are expected by the end of the year. However, it is
unlikely that any of the selected community solar projects will achieve commercial operation
prior to the 5.1% Milestone attainment. A simple solution for Year 1 community solar projects
would be to automatically accept all Year 1 Community Solar projects into the Transition
Program.

III.

Terms for each TREC

Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
CCSA supports the proposed 15 year term. Particularly in the case of the Hedged TREC
alternatives, a 15 year term provides a known revenue stream that will fit within program budget
1

N.J.A.C.14:8-9.7 (q)
1

limits. In the case of the market-based or floating TREC, the 15 year term has less positive
impact on project development because the TRECs are likely to trade in 2 - 3 year contract
strips. Project developers will receive the value of traded, short-term strips while traders and
long-term asset owners will reap any benefits from the remaining years.

IV.

Value of a TREC

Do you prefer the Market based (floating SREC with buyer of last resort) approach or the Fixed
SREC approach? Please provide a rationale, if you can.
CCSA prefers the Fixed SREC, or Hedged, approach for its simplicity and superior
financeability. All of the Pilot Year 1 community solar projects will be included in the limited
number of solar projects that achieve commercial operation during the period between the
closing of the current SREC program and the start of the SREC successor program.
BPU will need to create a new RPS requirement specifically for TRECs and where they set that
target (i.e., the demand side of the supply/demand equation) will determine the value of TRECs.
A fixed, or Hedged, TREC is a simple and effective solution which doesn’t require on-going BPU
market adjustments. In the Floating alternative, setting the RPS requirement high, relative to
the supply of TRECs will create scarcity and drive prices very high. Conversely, setting the
target low will create oversupply and drive the TREC market price very low. The floating
alternative requires a floor price and buyer of last resort similar to the Massachusetts SREC
market to ensure renewable projects get a minimal level of incentive. This is particularly
important for a nascent project category such as Community Solar projects, because many
costs are unknown at this time.

Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and why?
CCSA does not recommend any changes to the proposed ACPs. The ACP is meaningful as a
cap on the market and to ensure the program does not exceed cost targets but the TI-ACP will
have no meaning in terms of incentives for renewable projects. The current SREC market
doesn’t trade as a percentage of ACP but rather as a function of supply and demand. Currently,
SREC traders deal primarily in 3 year strips and financiers do not attribute value beyond 10
years.

What are the implications of establishing a “Buyer of Last Resort” and floor price mechanism for
the TREC market? What factors should Staff consider in recommending how a purchase price is
established?
A Buyer of Last Resort (BLR) and floor price will be essential to the TREC market. Just as the
ACP acts as a cap and circuit-breaker to protect ratepayers if the compliance obligation is set
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too high, there needs to be a complementary fail-safe to ensure renewable generation viability if
the compliance obligation is set too low. The BLR should purchase any TREC that is
approaching the end of its viability.
When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
The floor price in a floating TREC market should be set at or above the fixed price proposed by
BPU’s consultants.

Would the availability of a floor price above the NJ Class I ACP provide any reduction in finance
costs for eligible projects?
The TREC market will likely trade similarly to the current SREC market. The ACP is a cap on
the market but the market does not set prices as a percentage of ACP. Instead, prices are
determined by supply and demand.

V.

Factorization of TRECs

Do you agree with the proposed categories of factors? Why or why not?
CCSA agrees with the Project Type categories. While some verbal guidance was given during
the stakeholder feedback session, CCSA recommends the BPU provide more written guidelines
regarding which SREC factor certain types of projects would receive. For example, if a
community solar project also qualifies as a preferred siting facility, we understand that the
facility would qualify as a preferred siting facility at a higher SREC but it would be helpful to see
this in written guidelines.
Pending initial results of the first year of the community solar pilot, CCSA would like to reserve
judgement on whether Low and Moderate Income (LMI) projects will require a higher SREC
factor. In its September 26th press release, the BPU noted that the overwhelming majority of
applications - about 92% - have indicated that they will serve at least 51% LMI participants.
Because all, or a vast majority, of the selected projects will be serving LMI subscribers, the
additional SREC factor proposed in the updated Notice will be necessary to sign up and enroll
this unprecedented percentage of LMI subscribers. Absent a sufficient SREC, the
overwhelming majority of these projects would likely fail to deliver on this promise.
As CCSA has noted throughout the stakeholder process, LMI projects face higher customer
acquisition costs--at least 25% higher as detailed in CCSA’s previous comments--in addition to
financing challenges, especially for high numbers of LMI residential customers. LMI customers
generally pay a higher portion of their income on their energy bills, so the LMI customer
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segment also generally requires higher savings 2 than other customers to motivate participation.
With uncertainty around any additional mechanisms such as consolidated billing or other
financial incentives for this customer segment, it is important that the Transition Incentive
support LMI Projects.
Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
A survey of CCSA member companies indicates that a TREC factor of 0.85 is adequate to
support standard community solar projects.
There are many factors that affect community solar economic viability, including the cost of
leasing land or rooftops, the cost of debt and equity capital, hardware costs, costs of utility
interconnection, marketing customer acquisition costs, customer churn management costs,
O&M costs, and the amount of bill credit discount offered to subscribers. No two CCSA
member companies have identical cost stacks. However, all of them need to offer a competitive
community solar product to New Jersey residents. Based on member-company responses and
a review of the Cadmus Consulting materials posted to the Office of Clean Energy website, the
0.85 factor is sufficient to foster community solar development in each of the largest utility
service territories.
In general, we think the consultants were fairly accurate in the end result of their factoring
proposal. This proposal was based on assumptions laid out in the consultants’ slide deck titled
Attachment 1: Pipeline Supply Model Inputs and Assumptions. 3 However, CCSA notes that
there are some assumptions that could play out differently in the community solar market. For
example, the Cadmus/SEA assumptions indicate a community solar project will receive bill
credits corresponding to the large C&I rate class. That may be accurate for some projects,
including those with master-metered LMI subscribers; however, all projects will have a different
subscriber make-up. Every project will be receiving different bill credits, which could produce a
higher project revenue over time. However, that difference would likely be offset by several
other assumptions that would likely undervalue community solar project costs. For example,
Cadmus/SEA included an interconnection cost assumption of $133/kW, based on experience
and input from Rhode Island and Massachusetts. CCSA estimates that could be an overly
optimistic assumption for NJ potentially by as much as 50%. Cadmus/SEA also assumes an
aggressive increase in retail rates that may over-inflate project economics, compared to using a
more conservative assumption. In addition, the consultants assume an aggressive capital
structure that not every company will be able to achieve. As with any modeling effort,
assumptions are just that, and rarely play out exactly as predicted. We appreciate the
consultant’s time and effort in their attempt to model this market.

2

See page 44 of the Vision for US Community Solar from GTM research. Available here:
https://votesolar.org/policy/policy-guides/shared-renewables-policy/csvisionstudy/
3
Presentation available at
http://njcleanenergy.com/files/file/Solar%20Transition/Attachment%201%20Cadmus%20Transition%20In
centive%20Methodology%20Inputs%20and%20Assumpti___.pdf
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VI.

Compliance Entities

Please discuss the advantages and disadvantages of the two proposed options, i.e. having the
compliance entities be 1) Third Party Electric Suppliers and Basic Generation Service Providers,
or 2) the Electric Distribution Companies.
Which of the two options is preferable for the Transition Incentive?
CCSA supports a Fixed, or Hedged, TREC alternative with the EDCs serving as the compliance
entities. Given the fact that Community Solar is a new program in the state, it will be important
to have a fixed value to ensure that all subscribers will be able to reliably benefit from the
program.
Do parties agree that a fixed price TREC lends itself to the EDCs serving as the
compliance entity, while a market-based price for TRECs lends itself to the TPS/BGS
providers serving as the compliance entity?
The fixed price TRECs are only effective if 100% of them are purchased and retired. That
obligation is probably met most effectively by the EDCs. We see this as the simplest and most
elegant solution to the Transition period compliance issue.
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October 18, 2019
Via Electronic & Overnight Mail
Hon. Aida Camacho-Welch
Secretary of the Board
Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314
PO Box 350
Trenton, New Jersey 08625-0350
Re:

New Jersey Solar Transition Revised 2019/2020 Transition Incentive
Staff Straw Proposal and Modeling Addendum
Comments of Constellation NewEnergy, Inc.

Dear Secretary Camacho-Welch:
Constellation NewEnergy, Inc. (“Constellation”) appreciates the opportunity to provide
Comments on the Revised 2019/2020 NJ Solar Transition Incentive Staff Straw Proposal and
Modeling Addendum (“Revised Staff Straw Proposal”) and associated questions published by
the New Jersey Board of Public Utilities (“BPU”) Staff on October 3, 2019. As a Third Party
Supplier, Constellation values both certainty, to allow suppliers to provide customers the
predictability they desire, and efficiency, to ensure that customers do not pay more for solar
during the transition period than is necessary. Constellation’s responses to select Revised Staff
Straw Proposal Questions set forth below reflect those values.
Responses to Select Revised Questions to Stakeholders:
1)

What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Staff’s proposed Transition Incentive design has the potential to achieve the goals set
forth in the Clean Energy Act of 2018 to replace or modify the SREC program in a
manner that encourages the continued efficient and orderly development of solar
renewable resources in New Jersey, but without proper implementation some of the
promised efficiencies may be lost. In particular, Constellation is concerned that
uncertainty regarding how the BPU calculates the cost cap will result in pricing

inefficiencies, and urges Staff to implement an approach that will provide a formula for
the cost cap calculation, define all components included in that calculation in advance of
the term covered by each BGS Auction, and tie those components to data that are made
publicly available. Transparency in this process will allow both TPSs and BGS Providers
to provide competitive pricing that adequately factors in the solar transition costs without
including additional regulatory risk.
2)
16)

What are the advantages and challenges of the two approaches; a fixed price Transition
Renewable Energy Certificate (“TREC”) and a market based TREC?
Please discuss the advantages and disadvantages of the two proposed options i.e. having
the compliance entities be: 1) Third Party Suppliers (“TPS) and Basic Generation
Services (“BGS”) Providers, or 2) the Electric Distribution Companies.
Responding to both of the above-referenced questions, Constellation favors a marketbased approach to valuing TRECs with TPS/BGS Providers serving as compliance
entities, similar to the approach currently taken with New Jersey Renewable Portfolio
Standard (“NJ RPS”) compliance. This approach has the benefit of providing both
certainty, in the form of a price cap based on the alternative compliance payment
(“ACP”), and efficiency, as TREC prices, and accordingly the costs paid by customers,
may be lower than the ACP depending on supply and demand. Suppliers would have an
incentive to acquire TRECs at the lowest prices possible to pass those savings on to
customers, and customers would not pay more than necessary in solar transition costs.
Although fixed TREC pricing would also provide certainty, it would not provide the
same efficiency.
The Revised Staff Straw Proposal suggests that a market-based approach might require
the Electric Distribution Companies (“EDCs”) to act as buyers of last resort for TRECs
that remain unsold after three years, with a pre-established floor price to ensure the
projects were being adequately compensated. Such an approach, if necessary, would
reduce the customer cost-savings benefits described above. However, increasing the
TREC eligibility period from three to five years should eliminate the need to have a
buyer of last resort and a price floor, thereby allowing suppliers to capture the savings
available under the market-based approach for the benefit of customers.

8)

Are the TI-ACP schedules proposed in Revised Table 1 to be associated with each
compliance entity option appropriate? If modifications are required, how should the
schedules be adjusted and why?
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With respect to the TI-ACP schedules, Constellation has no comments on the ACP levels,
but does request that the values be published as soon as possible once an approach is
determined, and that such values do not favor one solar technology over another.
Published ACP values will allow suppliers to begin providing customers with greater
price certainty sooner rather than later, and putting all solar technologies on a level
playing field will provide for a more robust TREC market and ultimately lower costs for
customers.
Thank you for your consideration of the foregoing comments. Should you have any questions
about the foregoing, please do not hesitate to contact me at John.Slocum@exeloncorp.com or
(202) 347-7500.
Sincerely,

/S/
John P. Slocum
Senior Manager - State Government Affairs
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To:
Aida Camacho-Welch
Secretary, New Jersey Board of Public Utilities
Post Office Box 350
Trenton, NJ 08625
From:
Cy Yablonsky
Vice President
PowerLutions Solar
216 River Ave
Lakewood, NJ 08701

Re: 2019-2020 Transition Incentive Staff Straw Proposal
I appreciate the opportunity to comment on the 2019-2020 Transition Incentive Staff Straw
Proposal. The main point I would like to stress is that the residential sub-25kW segment is
extremely sensitive to a decrease in the incentives available. If the factorization will devalue the
RECs available to this segment, in a significant manner, it will have an immediate impact on the
growth of residential solar in New Jersey. A significant portion of the renewable energy jobs in
New Jersey come from residential solar.
Taking away the incentives from the average homeowner is a disservice to the State of New
Jersey and can give the impression that corporate interests override the interests of the average
rate-payer.
Thank you,
Cy Yablonsky

October 18, 2019

Dear Board of Public Utilities,

The pending legislation for the SREC Transition Program is threatening to undercut an
entire blossoming industry in the State of NJ. This could be the cause of thousands of
jobs lost, companies bankrupted, and the stalemate of clean energy delivered to the
electric grid.

With such aggressive targets being set for New Jersey to lead nationally in electricity
generated by renewables by 2050, we are puzzled why the BPU is proposing to stunt
the solar industry in its pivotal years of growth.

With Massachusetts as an example, their SREC Transition program was implemented
haphazardly. Their entire solar market was in a phase of limbo for over two years, and
the industry was therefore impacted negatively as a result. There is no reason to follow
suit and allow for such economic damage. Again, we urge the BPU to rethink this
proposal to avoid cataclysmic job loss, business closure, and clean energy generation
reduction.

We strongly advise the BPU to reposition their SREC Transition program proposal and
to better align the TREC program for the future of New Jersey’s renewable energy
goals.

Kind regards,
Kristin Dellanno
732-546-1319

To whom it may concern,
My name is Brian lane I am with Delval solar in Cinnaminson New Jersey I am writing to you about my concerns with the TRECs mainly the T1
level. My main concern is about the AgriVoltaic systems that we are currently involved with developing and building. We believe they should be
in a tier 1 level not a tier 3 level, due to the fact that the solar is over top of the agriculture, so, it is utilizing the same square footage as the
agriculture which would put it in a tier 1 level like a rooftop or carport. We have seven systems in our queue right now and we have over 20 we
are starting to do the engineering, as we speak. our systems are between 1 MW and 5 MW each. With this falling into the tier 3 level, we would

have to stop all our work. This is our main program that we are doing for our customers. We truly do believe that this should fall into a tear one
considering we are utilizing the same square footage.
Sincerely Brian Lane
267-414-3648
DelVal Solar LLC.
brianlane@delvalsolar.com
700 Rte 130 N, Suite 108, Cinnaminson, NJ 08077

SSiim
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October 17, 2019

Dear NJ BPU Board:

I am writing this letter in response to the proposed changes to the residential solar incentives in New
Jersey. I would like to voice my concerns to the New Jersey Board of Public Utilities (BPU) and ask
that these changes be reconsidered.
Specifically, for the proposed kink years, I believe that the value on the first 3 years is very low. Also,
the SREC value at 50% is too low. I am sure, if approved, these changes would deter a homeowner
from deciding on going green with solar.
New Jersey has a high percentage of jobs within the solar industry. Please reconsider this legislation
so solar businesses continue to thrive.
Thank you in advance for your consideration.
Regards,
Betsy Brown-Clement

1561 Route 9 – Toms River – New Jersey – 08755 732-244-0442
NJ Contractors License 13VH06888600
www.eznergy.com

Sincerely,

James A. Brown
President
Eznergy NJ LLC

BPU Staff,
Thank you for taking the time to review the written comments provided by the stakeholders.
We appreciate all your efforts in creating a successful transition program.
As you know Governor Murphy has very aggressive clean energy goals throughout the state of
New Jersey. In order to hit the target of 100% renewables by 2050 it is imperative the transition
program is successful.
I have worked in the solar industry in the state of New Jersey for 12 years now. The company I
work for is primarily 90% residential solar and the current straw proposal with a factor of .5
would not incentivize residential customers or financiers and would result in a huge job loss
throughout the state. As you have heard from several other stakeholders we need the TREC for
residential to be at least $130 a TREC. I also urge you to use real data in the modeling instead of
PV Watts. The residential sector needs to see at least a 25% savings in order for solar to be
feasible.
Thank you for your time and consideration,
Nicole Roe
Director of Business Development

BPU,
Thank you for taking our comments and going through such extensive work to ensure
that we have a smooth and successful transition out of the old SREC program. We know
you have put a lot of time, money, and attention to the matter and that you really care
about the future of the renewable energy in New Jersey.
I am the co-founder of GenRenew who employs 34 in the state of NJ and another 15 in
the state of Illinois. We have accomplished this in a short 2.5 years in business and plan
on continuing our growth. We expanded to Illinois last year because of a transparent
and fair SREC program that will be sustainable for the next 5+ years. 90% of our work is
in the residential solar space which is what we specialize in. Their program has a
premium on SRECs for jobs under 25kw as their research found that this was needed to
support the residential market.
The TREC program needs to value a residential TREC around $130/rec for us to keep a
robust residential sector. A factor of .50 on residential TRECs would not incentivize the
residents of NJ enough to continue a robust residential market. If this happens, we would
be forced to exit the residential NJ market and move all efforts into Illinois.
Of the estimated 6,410 solar jobs, roughly 60% are in the residential sector. You have
heard from so many different voices that TRECs need to be around $130 for us to keep a
robust industry going, please take all of these business owners and concerned citizens
voices into account. A factor of .50 will destroy the residential solar sector and will results
in the loss of thousands of jobs.
Thank you for your consideration on this matter.

Michael Mullen
Co-Founder GenRenew

Aida Camacho-Welch
Secretary of the New Jersey BPU
PO BOX 350
Trenton, NJ 08625
October 18, 2019
RE: New Jersey Solar Transition
Dear Aida Camacho-Welch and The State of NJ BPU,
We are writing to you on behalf of Green Power Energy, LLC, a New Jersey
Stakeholder, conducting the majority of our business in the residential solar sector. In 2019, we
are privileged to be celebrating our 10th anniversary in business as a New Jersey Solar EPC.
We currently employ 64 full-time employees and will install 500 residential solar projects in NJ
this year. Our organization currently ranks 7th on the NJCEP solar activity reports for the
number of projects installed so far in 2019.
As a member of MSSIA (Mid-Atlantic Solar and Storage Industries Association) we fully
support and endorse the public comments being submitted by MSSIA. We are writing these
comments to add our personal view to those comments, specifically with regard to the impact
that the proposed Transition Incentive will have on the continuation of our business and the loss
of employment for our valued employees. Below are our answers to the questions that are most
relevant to us as a Stakeholder.
4) We believe that there should be a true-up on final capacity for the current SREC program.
The PTO notice from the EDC has a timestamp of when a project has commenced commercial
operation (if not an exact timestamp, at a specific Effective Date). Once the NJCEP has
determined exactly which date the 5.1% milestone was achieved, they can then go by the
timestamp of “As Builts Submitted” and/or the timestamp of when the PTO e-mail was issued by
the EDC and get down to the exact project at which point the 5.1% milestone was achieved. A
true-up will make the closing out of the current SREC program most accurate, and since the
data is available to be most accurate, it should be done as such. NJCEP has delayed the
issuance of NJ Certification numbers in the past for various reasons and could certainly do it
again while calculating the true-up.
6) We believe that the Board should cease accepting new registrations to the SRP and begin
only accepting registrations to a new TI cluster when the Board determines that we are
approximately 2 months away from achieving the 5.1% milestone based on installed capacity.
We are recommending the 2 month timeframe because it is difficult to get a project from
contract/SRP acceptance to PTO/As Builts Submitted in less than 2 months. If anything, this

timeframe should be longer to allow for a greater percentage of people in the existing pipeline to
come away with a certification number in the current SREC program.
13) We do not agree with the proposed categories of factors. We believe that residential
rooftops should be considered “Preferred Siting” because they are pre-existing, an excellent
solar resource, create and stabilize a “distributed-grid network”, and are easily/quickly permitted
and installed.
14) We believe the proposed factor of 1.0 for “Preferred Siting” over .5 for Net Metered Projects
is discrimination and does more harm than good to the solar industry. We strongly disagree
with the following statement made on Page 7 of the Straw Proposal, which could be the
determining factor on how residential solar evolves in New Jersey for the next 15 years. The
statement made is as follows: “the ‘Preferred Siting” category, which includes facilities on
landfills and rooftops, not otherwise eligible for net metering, generally require a larger subsidy
to be economically viable.” We recommend the BPU let the market determine the economic
viability, and at least not allow such a large disparity in the incentive level across the categories
of factors.
15) We strongly disagree with the proposed assigned factors in Revised Table 2. The 50%
factor for the two Net Metering Segments is far too low and disproportionate to what the factors
should actually be. Please see the comments submitted by MSSIA for the documented
explanation of what we believe the factors should be.
All of the scenarios in Revised Table 1 present a challenge to our business over the next 3
years, but we believe we could persevere through the “kink” period. However, when multiplying
the values in Table 1 by .5, we do not believe we can survive the “kink” period as there will not
be enough “light at the end of the tunnel” to convince any homeowner in NJ of the long-term
financial benefits of going solar. One of the most common objections to solar being adopted by
a residential customer is “it’s not worth the headache”. In the current SREC program, the
favorable economic return of residential solar for a homeowner vs. investing elsewhere allows
them to overcome this objection and decide to move forward with a project. The process of
going solar can be customer-unfriendly at times (i.e. “I passed my final solar inspections with my
AHJ 8 weeks ago and the system is still not online yet because they haven’t issued the COA
and/or the EDC hasn’t installed the bi-directional meter yet”), and the economic return on the
project needs to be worthwhile.
If these factors remain as proposed, we predict our company sales will plummet by 90% within a
month’s time, leading to immediate job loss for most of our employees. Furthermore, our ability
to service our existing fleet of systems across NJ will be impacted and lost altogether if we were
to go out of business. Since the inception of the SRP, the NJCEP has been so strict on the
warranty that must be provided by the contractor to the homeowner on the PV systems. If the
Board were to implement such a drastic reduction in incentives for residential systems,

effectively putting residential contractors out of business, it would cause the abandonment of the
warranties of tens of thousands of existing solar customers across NJ.
Thank you for taking the time to read these comments. We are appreciative of the work done
by the Board/NJCEP over the past 10 years which has allowed our company to grow from 3
employees in 2009 to 64 employees today. We are also appreciative of the work being done
now to create the next phase of incentive programs for solar photovoltaic systems in NJ. We
hope to be here for the next 10 years to help NJ achieve its Renewable Energy target for 2030.
Unfortunately, we do not believe we will be here to do so if the currently proposed factors for the
Net Metering segments are adopted and implemented.
Regards,
Eric Dornfeld
President, Green Power Energy, LLC
908-713-9055
edornfeld@greenpowerenergy.com

Supplemental Comments of IGS Solar on the
2019/2020 Transition Incentive Staff Straw Proposal
To: BPU Staff
Date: October 18, 2019

IGS Solar (“IGS” or “IGS Solar”) appreciates the opportunity to provide written comments on the
2019/2020 Transition Incentive Staff Straw Proposal (‘Straw Proposal’). These comments are
supplemental to the comments submitted on September 4th.
IGS Solar is very active in the New Jersey solar market, where we develop, finance, own, and operate
behind the meter systems of all sizes. We work with local partners in the development and installation
of these projects.
With regards to the overall structure of the program and the need for the BPU Staff to be considering a
transition plan in case the Successor program is not ready by the time we reach 5.1%, the content of our
original comments stand. These comments primarily supplement the concerns raised about the
assumptions made in the modeling of the needed incentive values for various project types and the
ultimate values that are being suggested.
In New Jersey, IGS’s business is focused on behind the meter projects, so our comments on proposed
incentive values cover those segments only.
We appreciate the responsiveness of the Board Staff to the strong concerns raised about the initial
proposed values for the under 25kW segment. Clearly, the Board Staff and their consultants took many
concerns seriously and acted on them. However, there are still fatal flaws in the values being proposed
for two segments – under 25kW and ground mount behind the meter.
We also appreciate the responsiveness of Board Staff to concerns raised about the lack of information
being made available regarding the assumptions that went into the model. However, many in the
industry find it rather impossible to piece together exactly how the consultants derived the various
incentive level values and therefore it is quite difficult to pinpoint which assumptions drive the flaws in
the values, particularly for the ground mount behind the meter category. IGS’s previous comments
highlighted some of the assumption errors, and while some of them were corrected to some extent,
most of them still stand in part or in full.
These comments will not cover the litany of concerns with assumptions – many of those are covered in
our first comments and by others in the industry. Rather, these comments will highlight two major
areas of concern.
With regards to behind the meter systems over 25kW, it is not abnormal that a rooftop system would
receive a higher incentive than a ground mount system due to higher construction costs. However, the

magnitude of the difference in the Staff straw is perplexing. Take a 2MW system for a high school as a
hypothetical example. Two projects that are materially identical in all regards except for whether the
system is mounted on the school’s roof or an adjacent piece of land – the former would receive $152
incentive for 15 years while the latter would receive only $75. 1 The difference in construction costs of a
roof-mounted versus ground-mounted system cannot explain this delta. Indeed, even if the actual
construction costs of the ground mounted system are slightly lower than the roof-mounted system,
there may be some additional costs associated with the ground mount system that rooftop systems do
not face such as site preparation and the cost to obtain various non-ministerial permits.
An incentive value of $75 for such a ground-mounted system would cause it to be unfinanceable, while
an incentive value of $152 for the roof-mounted system would be higher than is needed to make these
projects go forward. Instead, IGS recommends that for the Transition program, both of these system
types receive a fixed 15-yr incentive value of $120. 2
Our second main area of concern is the incentive value for systems under 25kW. There are a number of
issues with the assumptions used, including the total build cost, discount given to the customer,
financing assumptions, and the 30% ITC assumption. We covered much of this in our first set of
comments and many others will cover them as well. Here we will focus on the capacity factor, and
particularly our concern that the consultant decided to average a modeled number with an observed
number.
IGS actually uses PV Watts to estimate yield when financing residential projects, so it is not the tool that
is in question, but rather the simplistic use of PV Watts that leads the consultants to the higher capacity
factor than what is actually observed. When we model a project, we model each individual array’s tilt,
azimuth, and shading. Some roofs could have up to four different arrays. We then track actual
performance and find that actual tracks very closely to modeled. Our fleet of systems under 25kW in
New Jersey have a modeled and observed capacity factor that is very close to that found by PJM. 3
In sum, the tilt used by the consultants is too high, the azimuth assumed is too close to due south, and
the shading losses are too low. Using correct assumptions for these in PV Watts would lead to a
capacity factor similar to that found by PJM GATS.

IGS supports a fixed price payment for the Transition program, either of 15 yrs or 20 years (assuming the
value is adjusted to maintain the same IRR). We have a preference for 15 year payment term, but
understand that a 20 year payment term may help the program to stay under the cost cap in the early
years.

According to Table 2 on pg 15 in the consultant report. This incentive difference is parallel in the Notice, with a
ground mount system receiving a 0.5 factor and a rooftop system receiving 1.0.
2
Note that smaller commercial systems (500kW and under) may need a higher value.
3
Ours is slightly lower.
1

Furthermore, IGS urges the BPU Staff to publish reports on how close the market is to reaching the 5.1%
milestone in January 2020 rather than in March of 2020. This information is critical to businesses as
they make multi-million dollar investment decisions on individual projects.
Thank you again for the opportunity to comment on the Staff Transition Proposal. IGS looks forward to
continuing to work with Staff and other stakeholders to successfully manage the transition from the
Legacy program to the Transition program and then again to the Successor program.

Sincerely,

Katie Bolcar Rever
Director, Legislative and Regulatory Affairs
IGS Solar
krever@igsenergy.com

Dear BPU,
I have been part of the NJ solar industry since 2014, working for installers and now for distribution.
I have attended stakeholder meetings regarding the SREC transition program and I am concerned. The
analysis and some of the assumptions made to establish the factors are inaccurate. A .2 factor rate for
the NJ residential market will kill the segment. Thousands of people will loose their jobs in NJ. The
opportunity to make our state more healthy and environmentally sound takes a huge step backwards
with the loss of the residential solar market.
Please reconsider how this segment of the market will be measured and incentivized.
Thank you.
Ila Gillenwater
Business Development
908.868.1984 M
856.488.0123 O
ila@cedgreentechnj.com
www.cedgreentecheast.com

To: Grace Power, Abe Silverman, Sara Bluhm, Ariane Benrey, Scott Hunter, Ronald Jackson,
Suzanne Patnaude
From: Larry Barth, Fred DeSanti, Thomas Lynch, Lyle Rawlings, Scott Weiner
Cc: solar.transitions@bpu.nj.gov
Re: Initial comments to BPU Staff 2019/2020 Transition Incentive Straw Proposal
This memorandum reflects conversations and feedback from a cross section of the solar industry.
The following are areas of concern pertaining to the 2019/2020 Transition Incentive Straw
Proposal. These initial comments will be supplemented by additional comments that will be filed
individually and/or collectively on or before the filing deadline of September 13, 2019.
1. Concur with the concerns previously presented by the residential sector.
2. Strongly urge a meeting of staff/consultants with industry representatives to
review assumptions and policy objectives to arrive at realistic incentive levels
for desired policy objectives
o

Recognize that companies within the industry have different business
models and cost structures but there is consensus on needed incentive levels

3. There is a general lack of presentation and therefore understanding of the policy
drivers
o

o

o

o
o

For example, brownfield and carport projects are in the same incentive
“bucket”, but while the number can work for a brownfield project it will not
for a carport. If carports are a priority policy, the incentive in the straw need
further analysis.
Subsection r projects will not receive sufficient revenue through the
incentives in the Staff Straw Proposal. If these projects are a policy objective,
these too need further analysis.
Net-metered, ground-mounted projects also will not receive sufficient
revenue through the Staff Straw Proposal. Since this is a very active segment,
often serving public entities, this also needs further analysis.
Net-metered commercial and public rooftops were not included in the
factorization chart. It is unclear what factorization is needed.
It is possible to consider whether some factors are too high as well as ones
that are too low.
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4. Which performance factors are being using to model the incentives? The actual
factors provided in the consultant’s report from PJM GATS differ from those on pg. 7
and then again from those on pg. 19.

5. The “Status Quo Gap Analysis” looks reasoned; but hard to know if the numbers are
accurate for each project type without being sent the model.
o What was the assumed PPA/lease rate for residential?
o Two projects listed: “Med. Commercial Roof Mount” ($221/MWh) and “Med.
Commercial Building Mount” ($166); aren’t those the same thing? Why are the
incentives so different?
o No projects run at <1MW besides residential? Over 90% (923/1000 projects) of
the C&I net-metered projects in the pipeline are <1MW.
6. Very aggressive retail rate forecasts on Slide 22; more than doubling, when rates
have been relatively flat for the last decade.

7. Only assuming a $0.10 premium for community solar vs. our $0.30 assumption, and
ongoing CS-related costs appear unrealistically low; industry premium on brownfield
vs. greenfield was ~30% not 15%

8. Property tax assumption is $65,000 per year for a >5MW project; industry
assumption is $30,000/MW per year.

9. The assumption on investors’ tax rate should be examined.
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10. Proposed “kink year” structure will effectively eliminate the availability of
project finance during those years, leaving development opportunity to
companies that can finance form their balance sheets during those years.
Residential installers anticipate that the “kink year” structure will largely
interrupt the market sector for direct ownership of residential systems. The
structure will also result in higher overall cost to ratepayers. These results may
be acceptable to the BPU, but it should be a knowing decision.

11. The length/term of the incentive should be discussed.
a. There is continuing uncertainty about the staff proposal regarding the
term for fixed value incentives.
b. In addition to addressing cost caps, a longer term aligns the incentive
with the life of the asset.
12. TI-3 & TI-4 have the same incentive levels, but TI-4 appears to have a lower risk
profile and therefore could support a reduced incentive
13. Factoring for Community Solar should be reviewed to be sure that the unique
economic realities of those projects, especially with regard to the impact of the
LMI requirements and master metering that limits value of bill credits.
14. The assumptions regarding the ITC should be reviewed to distinguish RESI and
non-RESI
15. There is a consensus around the following:
a. As a transition program, notwithstanding the goal to have the successor
program operational at the attainment of 5.1%, the transition program
should explicitly remain open until the start of the successor program
b. In designing the transition program, consideration should be given to
ease and expedition of implementation and recognition that the program
is limited in capacity and separate from the successor program.
c. Closing the current market upon attainment of 5.1%, then shifting the
pipeline to the Transition Program (Option 1)
d. A fixed price transition incentive assuming sufficient detail is provided in
the Board Order allowing for prompt implementation
e. EDCs as procurement entity (assuming that EDCs do not create obstacles
to prompt implementation or high costs)

3

Good Afternoon,
May I please have a few minutes of your valuable time?
I am sending you this request to please reconsider the elimination of residential solar renewable energy certificates as this will place a very
severe financial hardship not only for individuals who want to help make the planet greener but more importantly, the crippling of the
residential solar industry, which provides many jobs.
Frank Maurone

BPU / Solar Transition Team,
I am the CEO of Krannich Solar, the leading global wholesaler of Solar PV, based in
Pennsauken, NJ. We have 25 full-time employees and have been in New Jersey since 2005.
I am very upset that the new proposed program is lopsided against residential solar - this is
the engine of the industry, not commercial or utility scale projects supplied and installed by
national companies. If there is not a strong SREC floor price ($150), you are putting thousands
of long-term jobs at risk and millions of New Jersey state revenues lost. This is not a politically
motivated letter, I am genuinely concerned by the short-sightedness of this proposal. Residential
Solar is the future (along with storage).
I plead that you increase or set an SREC floor price at a minimum to keep this industry, which
is the future and present, in New Jersey.
Please feel free to reach me for comment or ideas.
Regards,
Ean Kyler | CEO
Krannich Solar USA

732-688-0474

President and Commissioners
Board of Public Utilities
Trenton, NJ
Oct. 17, 2019
I would like to comment on the upcoming changes to the New Jersey solar program. I depend
on solar for my livelihood, along with another 18 individuals in the company I work for. If the
transition proceeds as proposed, we will be out of business. Solar for residential homeowners is
still expensive, however, with both the Federal ITC and the States incentives of SRECs current
values, the residential solar market will disappear. The reduction in 2020 and 2021 in the
Federal Tax Credit, then nothing after 2021, along with the extremely low “kink years” values of
TRECs and long term values, will kill the industry and jobs. I hope you give this serious
consideration before any order by the Board.
Thank you,
Jim McAleer
jimmca@verizon.net

Comments on New Jersey’s Solar Market Transition
2019/2020 Transition Incentive Staff Straw Proposal on Behalf of
the Morris County Improvement Authority, the Somerset County Improvement
Authority, and the New Jersey School Boards Association
September 13, 2019
Introduction
The Morris County Improvement Authority (MCIA), the Somerset County Improvement Authority
(SCIA), and the New Jersey School Boards Association (NJSBA) appreciate the opportunity to
provide these comments in relation to the 2019/2020 Transition Incentive Staff Straw Proposal
(Straw Proposal) that was released on August 22, 2019.
Somerset and Morris Counties have collectively installed over 25 MW of solar on over 100 local
units and County facilities, while the NJSBA represents New Jersey public school districts who
have committed to hundreds of solar projects. Our goal is to work with the BPU to assure that
the BPU recognizes the significant investment made by our Counties and school districts and
protects those existing commitments, and as well as to work toward a transition to a new
incentive program that allows for continuing opportunities to develop solar projects that can
reduce public costs, while protecting ratepayers.
These public sector units strive to reduce costs to benefit their residents and taxpayers, and
development of on-site solar projects are a significant part of that effort. The Straw Proposal
requires significant modification to allow the public sector to continue these efforts. As proposed
the Straw Proposal is counter to the Governor’s efforts to help counties, school districts, and
other public units to reduce and stabilize property taxes and promote sustainable markets. As
discussed in detail below, the following modifications are needed.
Comments on the Straw Proposal
We strongly urge the BPU to adopt the following recommendations:
1. The savings from on-site and behind the meter solar projects on public facilities provide
greater benefit to the State’s ratepayers since the benefits of solar are realized by
taxpayers. The use of a factor of 0.2 and 0.6 for behind the meter projects runs counter to
twenty years of energy policy. On-site solar has long been the priority in New Jersey as solar
energy provides one of the few available options for customers to reduce their cost of
electricity.
Development of on-site and behind the meter solar projects has enabled public sector
customers to reduce costs to the benefit of taxpayers and has allowed business to maintain
cost-competitiveness and stay in New Jersey.

Net metered and behind the meter projects should receive a factor of 1.0 to allow for the
best opportunity for investment and savings. These projects at or contiguous to customer
sites are at the core of New Jersey’s solar policy, providing the best opportunity for energy
users to reduce costs and their carbon footprint.
New Jersey’s unique limitations on available open space and its strong commitment to
maintaining its natural and agricultural land space further support this emphasis.
2. The valuation of the Transition Incentive needs to provide enough opportunity for savings
that ratepayers, especially public entity ratepayers, continue to adopt solar. One of the
reasons that New Jersey’s solar market has been so successful is that the incentives have
induced investment. Very few ratepayers and even less public entity ratepayers will accept
the risks associated with solar projects or solar contracts if it results in the same cost as utility
electricity or only modest savings. Typically, public entities seek a 25-30% savings on
electricity costs from solar projects. Without this level of savings, projects will not be
developed. The Cadmus/SEA analysis does not recognize this important factor to public
sector development. This analysis should be amended to reflect no less than 25% savings to
users on behind the meter (including net metered) projects.
3. The rate cap analysis requires adjustment as follows:
o The rate cap analysis provided by Cadmus/SEA requires adjustment as it does not
consider several key cost and benefits. Failure to consider these factors causes the
analysis, and any subsequent pricing and policy recommendations, to be unreasonable
and unfairly discriminatory against solar energy relative to how the BPU analyzes other
resources (including how the BPU analyzes Energy Efficiency). The analysis fails to
include several direct customer benefits that are associated with meeting the
renewable energy requirements.
o In order to reasonably calculate rate cap impacts, the following adjustments should be
made. The renewable resources supported by Renewable Portfolio Standard (RPS)
programs provide the following benefits which should be subtracted from the cost of
Class I RECs and SRECs, and included in the “numerator” of the rate cap calculation:




Energy/Capacity Merit Order/DRIPE: The inclusion of energy and capacity
produced from Class I and Solar injects low cost resources into the PJM energy
and capacity supply stack (wholesale projects) and reduces PJM demand
requirements (behind the meter projects). This reduces market energy and
capacity prices. These impacts are included in the BPU minimum filing
requirements for Energy Efficiency. It would be discriminatory and unreasonable
not to include these for Solar and Class I resources.
Avoided Bill Savings from On-Site Solar: Utility customers using solar on-site (i.e.
entering into Power Purchase Agreements (PPAs) or purchasing solar) will realize
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savings, which should be included as an offset to the “cost to customers” per the
Clean Energy Act.
Avoided Electric Losses: Behind the meter solar projects will displace the need
for remote generation leading to reduced line losses in delivering power from
generators to load.
Volatility Hedge Benefits: Solar projects provide a long-term hedge against
volatility from electric prices sourced from fossil fuels.

o The following costs are not recognized by Cadmus/SEA in their “total paid for electricity
by all customers” calculation and should be included in the “denominator” of the rate
cap calculation:



Cost of Solar PPAs: These are electricity costs to customers and should be included
as a cost.
Energy Efficiency Costs: The Clean Energy Act has significant energy efficiency
goals which will be funded by ratepayers and should be accounted for in the total
paid for electricity by customers.

o The Cadmus/SEA analysis uses an unreasonably low retail rate forecast of 1.53%
between 2020 and 2030. As mentioned above, because of the likely increase in costs in
order to meet the requirements of the Clean Energy Act, electric rates are likely to
escalate at a much higher rate than forecasted by Cadmus/SEA.
o The information provided to support the Cadmus/SEA report did not include all
formulas making it difficult to determine how they arrived as some of the final numbers.
Stakeholders and the public should be able to fully examine analysis which is integral to
setting energy policy and rates.
o The BPU should direct Cadmus/SEA to make these adjustments. The impact of these
adjustments will result in additional “headroom” in both the “kink years” for the
Transition Incentive; and for the Successor Incentive program. It is critical that the BPU
have an accurate assessment of rate impacts so it can appropriately protect ratepayers
and continue the growth of renewable energy activity to meet the Murphy
Administration’s clean energy, economic, and greenhouse gas reduction goals.
4. The Staff should avoid any gap between the closure of the Solar Registration Program (SRP)
to new applications and the opening of Successor Program as such a gap would cause project
development in New Jersey to stall. The Transition Incentive program should include both
the projects left in the SRP pipeline at the time of the 5.1% attainment that have not reached
their commercial operation date (COD) and new applications until the Successor Program
has been established and begins accepting applications. The BPU should design the timing
of the Transition and Successor program so that there is no gap between the two programs,
and provide adequate communication to the market of such timing. Accordingly, the
Transition Program should provide an incentive to projects that are in the SRP pipeline when
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the 5.1% mark is achieved but have not reached commercial operation as well as new
projects that are registered through December 31, 2021. Establishing a specific calendar
date will allow project planning and investment on local unit sites to continue without
unneeded uncertainty and disruptions. This will allow BPU adequate time to develop the
Successor Program and prevent market and investment uncertainty that would stall
development.
5. The exaggerated factorization included in the Straw Proposal being applied to projects
already underway, such as those in the SRP pipeline that have not reached COD by the time
of the attainment of 5.1%, will force the cancellation of projects. Accordingly, the Transition
Incentive program factorization should be included only for new projects.
6. The Community Solar Energy Pilot Program is a key element of the Governor’s goal of
environmental justice by placing emphasis on low and moderate income customers.
Likewise the Transition Incentive program should work in concert with the Pilot Program to
achieve the State’s environmental justice goals by providing community solar projects that
provide low and moderate income customers with energy with a 1.2 factor.
7. The Transition Incentive should utilize a commodity market approach similar to the current
SRP with an Alternative Compliance Payment (ACP) in the $160/TREC range and an RPS of
two times the Transition Renewable Energy Certificate (TREC) production each year. This
will stabilize prices with ACP payments returned to ratepayers as was recommended in the
Cadmus/SEA report.
8. The Straw Proposal includes a category for net metered projects in the factorization. Net

metered projects should be defined to include “behind the meter” projects because while
most will be net metered, not all projects behind a customer’s meter will be net metered.

9. Cadmus/SEA used 25.1 MW/month for 2018 for the calculation of the timing of the market
transition (attainment of 5.1%), but BPU data shows 27.3 MW/month average for CY 2018
or 28.8 MW/month for EY 2018, as well as 28.6 MW/month for EY 2019. However, this does
not appear to impact the installation forecast in the 5.1% analysis. Their 5.1% analysis shows
declining installation rates as New Jersey approaches the 5.1%. This minimizes the impact of
retrospective methodology resulting in a long-term SREC surplus. There should be
consideration for the likelihood of a rush to the finish line.
10. It is unlikely that all projects in the SRP pipeline will qualify for “safe harbor” for the 30%
Federal Investment Tax Credit (ITC) and accelerated depreciation. Some pipeline and all new
projects will likely qualify for the 26% Federal ITC without accelerated depreciation. The
Cadmus/SEA analysis should be adjusted accordingly.
As public entities in New Jersey who are committed to maintaining stability in property taxes and
providing needed services to the public, we have a special and strong interest in assuring a fair
and reliable process for the transition of the solar market. The State’s public schools,
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municipalities, and counties continue to work to develop solar projects to the benefit of our
residents and taxpayers. As such, we urge the BPU to implement a program that allows for the
continued development of solar energy projects.
We appreciate your attention to this matter of great importance to New Jersey’s schools,
counties, and other public units.
Respectfully,
The Morris County Improvement Authority
The Somerset County Improvement Authority
The New Jersey School Boards Association
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Comments on New Jersey’s Solar Market Transition
2019/2020 Transition Incentive Staff Straw Proposal on Behalf of
the Morris County Improvement Authority, the Somerset County Improvement
Authority, and the New Jersey School Boards Association
October 18, 2019
Introduction
The Morris County Improvement Authority (MCIA), the Somerset County Improvement Authority
(SCIA), and the New Jersey School Boards Association (NJSBA) appreciate the opportunity to
provide these additional comments in relation to the Revised 2019/2020 Transition Incentive
Staff Straw Proposal (Straw Proposal) that was released on October 2, 2019, and reviewed at the
stakeholder meeting on October 11th.
Somerset and Morris Counties have collectively installed over 25 MW of solar on over 100 local
units and County facilities, while the NJSBA represents New Jersey public school districts who
have committed to hundreds of solar projects. Our goal is to work with the BPU to assure that
the BPU recognizes the significant investment made by our Counties and school districts and
protects those existing commitments, and as well as to work toward a transition to a new
incentive program that allows for continuing opportunities to develop solar projects that can
reduce public costs, while protecting ratepayers.
These public sector units strive to reduce costs to benefit their residents and taxpayers, and the
development of on‐site solar projects are a significant part of that effort. The Straw Proposal
requires significant modification to allow the public sector to continue these efforts. As
proposed, the Straw Proposal is counter to the Governor’s efforts to help counties, school
districts, and other public units reduce and stabilize property taxes and to promote sustainable
markets.
Based on the feedback and discussion at the stakeholder meeting of October 11th, the extensive
and substantial concerns raised at that meeting, as well as the issues and proposed modifications
discussed below, it is clear that additional consideration and adjustment will be needed by the
BPU in order to “get it right” relative to ratepayers and the State’s greenhouse gases and
renewable goals. There are a host of critical issues that require further deliberation (including,
but not limited to, setting the right incentive levels; adopting a reasonable calculation of “space”
under the rate caps; a fair process of opening and closing the interim structure; and other issues).
Accordingly, we recommend that the BPU not rush or prematurely push this to its agenda for
a decision. The BPU should look to an agenda date in the first quarter of 2020 to define its
interim incentive program.
As discussed in detail below, the following modifications are needed.

Specific Comments on the Revised Straw Proposal
We strongly urge the BPU to adopt the following recommendations:
1. The proposed incentive levels included in the Revised Straw Proposal will not support the
continued growth of the solar market and will cause the State greater difficulty in reaching
its renewable energy and carbon reduction goals. The BPU should consider adjusting the
factorization, incentive levels, cost cap calculation, and program capacity to ensure the
Transition Incentive program adheres to the principles and goals of the Governor and the
BPU.
2. The valuation of the Transition Incentive needs to provide enough opportunity for savings
that ratepayers, especially public entity ratepayers, continue to adopt solar. One of the
reasons that New Jersey’s solar market has been so successful is that the incentives have
induced investment. Very few ratepayers and even less public entity ratepayers will accept
the risks associated with solar projects or solar contracts if it results in the same cost as utility
electricity or only modest savings. Typically, public entities seek a 25‐30% savings on
electricity costs from solar projects. Without this level of savings, projects will not be
developed. The Cadmus/SEA analysis does not recognize this important factor to public
sector development and instead uses a 15% savings factor across all forms of solar projects.
This analysis should be amended to reflect no less than 25% savings to users on behind the
meter (including net metered) projects.
3. The cost cap as currently calculated by Cadmus is contrary to the BPU’s goals and is also
unduly discriminatory against solar energy. It is unfair and unduly discriminatory because it
does not recognize or include ratepayer benefits from solar energy, which benefits the BPU
includes in its analysis of other energy resources.
Failure to consider these factors causes the analysis, and any subsequent pricing and policy
recommendations, to be unreasonable and unfairly discriminatory against solar energy
relative to how the BPU analyzes other resources (including how the BPU analyzes Energy
Efficiency). These problems are detailed below.
The Cadmus/SEA analysis fails to include direct customer benefits and costs that are
associated with meeting the renewable energy requirements. In order to reasonably
calculate rate cap impacts, the following adjustments should be made.
o The renewable resources supported by Renewable Portfolio Standard (RPS) programs
provide the following benefits which should be subtracted from the cost of Class I RECs
and SRECs, and included in the “numerator” of the rate cap calculation:


Energy/Capacity Merit Order/DRIPE: The inclusion of energy and capacity
produced from Class I and Solar injects low cost resources into the PJM energy
and capacity supply stack (wholesale projects) and reduces PJM demand
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requirements (behind the meter projects). This reduces market energy and
capacity prices. These impacts are included in the BPU minimum filing
requirements for Energy Efficiency. It would be discriminatory and unreasonable
not to include these for Solar and Class I resources.
Bill Savings from On‐Site Solar: Utility customers using solar on‐site (i.e.
entering into Power Purchase Agreements (PPAs) or purchasing solar) will
realize savings, which should be included as an offset to the “cost to customers”
per the Clean Energy Act.
Avoided Electric Losses: Behind the meter solar projects will displace the need
for remote generation leading to reduced line losses in delivering power from
generators to load.
Volatility Hedge Benefits: Solar projects provide a long‐term hedge against
volatility from electric prices sourced from fossil fuels.

o The following costs are not recognized by Cadmus/SEA in their “total paid for electricity
by all customers” calculation and should be included in the “denominator” of the rate
cap calculation:



Cost of Solar to Individual Customers: These are electricity costs to customers
and should be included as a cost.
Energy Efficiency Costs: The Clean Energy Act has significant energy efficiency
goals which will be funded by ratepayers and should be accounted for in the
total paid for electricity by customers.

o The Cadmus/SEA analysis uses an unreasonably low retail rate forecast of 1.53%
between 2020 and 2030. As mentioned above, because of the likely increase in costs in
order to meet the requirements of the Clean Energy Act, electric rates are likely to
escalate at a much higher rate than forecasted by Cadmus/SEA. The Cadmus escalation
rate is well below the EIA regional forecast (2.7%) and does not recognize other
anticipated New Jersey driven increases.
o The information provided to support the Cadmus/SEA report did not include all
formulas making it difficult to determine how they arrived as some of the final numbers.
Stakeholders and the public should be able to fully examine analysis which is integral to
setting energy policy and rates.
The attached presentation reviews and quantifies these issues in more detail, and
demonstrates the level of space available under the rate caps established by the Clean
Energy Act. If properly calculated, the rate caps will allow the BPU to protect ratepayers
and maintain renewable industry growth, as intended by the Clean Energy Act.
The BPU should direct Cadmus/SEA to make these adjustments. The impact of these
adjustments will result in additional “headroom” in both the “kink years” for the Transition
Incentive; and for the Successor Incentive program. It is critical that the BPU have an
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accurate assessment of rate impacts so it can appropriately protect ratepayers and continue
the growth of renewable energy activity to meet the Murphy Administration’s clean energy,
economic, and greenhouse gas reduction goals.
4. The Staff should avoid any gap between the closure of the Solar Registration Program (SRP)
to new applications and the opening of Successor Program as such a gap would cause project
development in New Jersey to stall. The Transition Incentive program should include both
the projects left in the SRP pipeline at the time of the 5.1% attainment that have not reached
their commercial operation date (COD) and new applications until the Successor Program
has been established and begins accepting applications. The BPU should design the timing
of the Transition and Successor program so that there is no gap between the two programs,
and provide adequate communication to the market of such timing. Accordingly, the
Transition Program should provide an incentive to projects that are in the SRP pipeline when
the 5.1% mark is achieved but have not reached commercial operation as well as new
projects that are registered through December 31, 2021. Establishing a specific calendar
date will allow project planning and investment on local unit sites to continue without
unneeded uncertainty and disruptions and this approach will provide a program capacity
able to absorb the growth of solar over during the transition. This will allow BPU adequate
time to develop the Successor Program and prevent market and investment uncertainty that
would stall development.
5. The Community Solar Energy Pilot Program is a key element of the Governor’s goal of
environmental justice by providing low and moderate income customers with access to solar
energy. The Transition Incentive program should work in concert with the Pilot Program to
achieve the State’s environmental justice goals by providing community solar projects that
provide low and moderate income customers with energy with a 1.0 factor or greater.
6. The Transition Incentive should utilize a commodity market approach similar to the current
SRP with an Alternative Compliance Payment (ACP) in the $160/TREC range and an RPS of
two times the Transition Renewable Energy Certificate (TREC) production each year (as was
recommended in the Cadmus/SEA report). This will stabilize prices with ACP payments
returned to ratepayers.
7. TRECs should have a three‐year qualification life.
8. The Straw Proposal includes a category for net metered projects in its factorization. Net
metered projects should be defined to include “behind the meter” projects because while
most will be net metered, not all projects behind a customer’s meter will be net metered.
All behind the meter projects should receive a factorization of 1.0 to reflect their priority in
New Jersey energy policy. Unlike other states, New Jersey has long prioritized behind the
meter projects as a source of energy savings for customers.
9. It is highly unlikely that all projects in the SRP pipeline will qualify for “safe harbor” for the
30% Federal Investment Tax Credit (ITC) and accelerated depreciation. Some pipeline and all
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new projects will likely qualify for the 26% Federal ITC without accelerated depreciation. The
Cadmus/SEA analysis should be adjusted accordingly.
10. The solar cost calculations performed by Cadmus/SEA do not include recognition of carrying
costs, which are incurred by solar projects. Interconnection deposits are made by projects
to EDCs, and can be held by EDCs for up to 150 days after PTO before returning the unspent
deposits to the project. This is a cost to projects which should be included in the Cadmus/SEA
analysis.
As public entities in New Jersey who are committed to maintaining stability in property taxes and
providing needed services to the public, we have a special and strong interest in assuring a fair
and reliable process for the transition of the solar market. The State’s public schools,
municipalities, and counties continue to work to develop solar projects to the benefit of our
residents and taxpayers. As such, we urge the BPU to substantially adjust its approach in
accordance with the above comments and thereby implement a program that allows for the
continued development of solar energy projects.
We appreciate your attention to this matter of great importance to New Jersey’s schools,
counties, other public units, and taxpayers.

Respectfully,
The Morris County Improvement Authority
The Somerset County Improvement Authority
The New Jersey School Boards Association
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Rate Cap Review and Analysis
October 18, 2019

Gabel Associates
(p) 732.296.0770 (f) 732.296.0799
www.gabelassociates.com

Purpose
• Review rate cap requirements of Clean Energy Act
• Review analysis provided by Cadmus / Sustainable Energy Alternatives (SEA)
• Present rate cap results/“head room analysis”
• Review implications
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The Clean Energy Act Requirement
“The board shall ensure that the cost to the customers of the Class I renewable
energy requirement imposed pursuant to this subsection 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. In calculating the cost to customers of the Class I renewable
energy requirement imposed pursuant to this subsection, the board shall not
include the costs of the offshore wind energy certificate program”
3

Cost Cap Percentage Calculation

4

Objective
• Objective is to perform analysis that captures the costs to customers
to meet the Class I and Solar requirements.
• We did not include externalities, such as the value of reductions in air
emissions or employment benefits, which are included by BPU in
other analyses.
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Cadmus / SEA Analysis
• PowerPoint presented by Cadmus / SEA at May 2 and June 14 OCE Workshops, as
well as Transition Incentive Straw Proposal and methodology inputs and
assumptions.
• Reviewed summaries provided by Cadmus / SEA (no working models).
• Cadmus / SEA included forecasted direct costs; limited evaluation of benefits.
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Revised Analysis by Gabel Associates
• Gabel Associates amended the Cadmus / SEA analysis:
•

Costs to customers should be bottom line and should capture impact on ratepayers, which includes benefits

•

Analysis used “placeholder” amounts for future incentive costs to determine head room levels each year

• All costs and benefits that flow through to customer rates should be fully factored into the evaluation to
accurately understand rate cap implications.
• Consistent with approach taken in energy efficiency reviews by BPU and in resource analysis using industry
practices.
• Built bottom up cost analysis.
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Benefits Not Recognized by Cadmus / SEA
• Numerator: The renewable resources provide the following benefits which should be subtracted from the
cost of Class I RECs and SRECs:
• Energy/Capacity Merit Order/DRIPE – the inclusion of energy and capacity produced from Class I and Solar injects low cost resources
into the PJM energy and capacity supply stack (wholesale projects) and reduces PJM demand (behind‐the‐meter projects). This
reduces market energy and capacity prices. These impacts are included in the BPU minimum filing requirements for Energy Efficiency.
• Volatility Hedge Benefits – solar projects provide a long‐term hedge against volatility from electric prices sourced from fossil fuels.
• Savings from PPAs – utility customers using solar on‐site (i.e. entering into PPAs or purchasing solar) will realize savings, which should
be included in “cost to customers” per the Clean Energy Act.
• Avoided Electric Losses – behind‐the‐meter solar projects will displace the need for remote generation leading to reduced line losses
in delivering power from generators to load.
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Costs Not Recognized by Cadmus / SEA
• Denominator: The following costs are not recognized by Cadmus / SEA in their “total paid for
electricity by all customers” calculation:
• Cost of solar Purchases – The cost of PPAs or solar purchases are “paid for electricity by customers” and should be
included in the analysis.
• Energy Efficiency Costs – The Clean Energy Act has significant energy efficiency goals which will be funded by
ratepayers and should be accounted for in the total paid for electricity by customers.
• Annual Cost Escalations – Cadmus / SEA forecast of total paid for electricity has a 1.8% escalation rate per year
between 2020 and 2030; we used an escalation rate for gen, trans and dist from EIA for the region (2.7%) and added
New Jersey specific surcharges for a 3.9% annual escalation rate over the same period.
9

Placeholder Values for Incentive Costs
• The following values (price and volume) were used for Class I RECs, Legacy SRECs, Transition Solar Incentives,
and Successor Solar Incentives:
Incentive
Class I REC

Price

Volume

$7 flat (per Cadmus / SEA)

Clean Energy Act Requirements

Legacy SREC

$170 flat through 2030

Clean Energy Act Requirements

Transition Incentive

$160 flat through 2030

400 MW a year for 2 years

Successor Incentive

$160 flat through 2030

400 MW a year after transition period

• These values are “placeholders” to determine the possible level of head room and assist in designing a
program which keeps renewable development moving forward while protecting ratepayers
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Rate Cap Analysis Results
Category

2020

2021

2022

2023

$108

$123

2026
$127

2027
$113

2028
$118

2029
$106

2030

$mm

$74

$85

[b]

SRECs

$mm

$665

$692

$691

$690

$663

$648

$607

$586

$504

$413

$297

[c]

Interim Incentive

$mm

$0

$68

$136

$136

$136

$136

$136

$136

$136

$136

$136

[d]

Successor Incentive

$mm

$0

$0

$0

$82

$163

$245

$327

$409

$490

$572

$654

$mm

$739

$845

$909

$992

$1,070

$1,153

$1,198

$1,244

$1,249

$1,228

$1,202

Total RPS Costs

$83

2025

Class I RECs

[e]=
∑[a]→[d]

$82

2024

[a]

$114

[f]

Solar Energy Merit Order/DRIPE

$mm

‐$17

‐$28

‐$28

‐$32

‐$29

‐$31

‐$33

‐$33

‐$29

‐$29

‐$30

[g]

Solar Capacity Merit Order/DRIPE

$mm

‐$186

‐$368

‐$135

‐$150

‐$167

‐$184

‐$203

‐$222

‐$241

‐$261

‐$282

[h]

Non‐Solar Class I Energy Merit Order/DRIPE

$mm

‐$2

‐$2

‐$3

‐$3

‐$29

‐$27

‐$28

‐$23

‐$29

‐$35

‐$38

[i]

Non‐Solar Class I Capacity Merit Order/DRIPE

$mm

‐$100

‐$243

‐$98

‐$106

‐$125

‐$127

‐$127

‐$148

‐$172

‐$197

‐$222

[j]

Volatility Hedge Benefits

$mm

‐$13

‐$16

‐$16

‐$18

‐$20

‐$23

‐$26

‐$28

‐$31

‐$34

‐$37

[k]

PPA Savings from BTM Solar

$mm

‐$118

‐$145

‐$168

‐$187

‐$213

‐$243

‐$272

‐$306

‐$338

‐$376

‐$412

[l]

Avoided Losses from BTM Solar

$mm

‐$11

‐$14

‐$13

‐$15

‐$17

‐$20

‐$22

‐$24

‐$27

‐$29

‐$31

[m]=
∑[f]→[l]

Total RPS Benefits

$mm

‐$448

‐$815

‐$462

‐$511

‐$601

‐$656

‐$711

‐$784

‐$868

‐$961

‐$1,051

[n]=
[e]+[m]

Total Net RPS Cost

$mm

$291

$30

$447

$480

$469

$497

$487

$460

$381

$267

$150

Total Paid for Electricity

$mm

[o]
[p]=[o]/[p]
[q]

Percentage
Rate Cap Headroom (Exceedance)

$12,103

$12,639

$13,127

$13,316

$13,852

$14,584

$15,135

$15,891

$16,436

$17,162

$17,715

%

2.4%

0.2%

3.4%

3.6%

3.4%

3.4%

3.2%

2.9%

2.3%

1.6%

0.8%

$mm

$799

$1,108

$472

$452

$500

$523

$572

$652

$770

$935

$1,090
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Sensitivities
• Reviewed multiple sensitivities, including:
• Base Case (as summarized throughout this document)
• Removal of Non‐Solar Class I Merit Order/DRIPE and Volatility Hedge Benefits
• Use of Cadmus / SEA total paid for electricity by all customers (denominator) which is lower and escalates slower than Gabel
forecast
• Combination of removal of Non‐Solar Class I Merit Order/DRIPE and Volatility Hedge Benefits (numerator) with Cadmus /
SEA total paid for electricity by all customers (denominator)
• Use of Cadmus / SEA numerator (rate cap) with Gabel benefits and Cadmus / SEA total paid for electricity by all customers
(denominator)
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Sensitivity Results
10.0%
9.0%

Rate Cap

8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%
2020

2021

2022

2023

Gabel (Base)
Gabel w/Cadmus Denominator
Cadmus Incentive Costs and Denominator w/Gabel Benefits

2024

2025

2026

2027

2028

2029

2030

Gabel (less Volatility Benefit & Class I DRIPE)
Gabel w/Cadmus Denominator (less Volatility Benefit & Class I DRIPE)
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Takeaways
• When associated benefits are recognized there is adequate headroom below the rate cap ($472 million in base case in 2022)
• If Non‐Solar Class I Merit Order/DRIPE and Volatility Hedge Benefits are removed as sensitivity test, there is still adequate headroom ($354
million)
• Even using Cadmus / SEA total cost of electricity (denominator) and Gabel net costs (numerator) there is adequate headroom ($415 million)
• If Non‐Solar Class I Merit Order/DRIPE and Volatility Hedge Benefits are removed from Gabel net costs and compared to Cadmus / SEA total
cost of electricity, still ample space between rate cap and net costs ($298 million)
• Finally, Cadmus / SEA numerator with Gabel benefit and Cadmus / SEA denominator results in the second most head room ($462 million)
• Cadmus / SEA approach inconsistent with Murphy energy policy and BPU approach in other matters

• BPU can maintain renewable industry growth and show savings below rate cap
14

Appendix:
Total Paid for Electricity Component Breakout
Category

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

2030

[a]

Distribution/Supply Costs

$mm

$10,511

$10,795

$11,087

$11,388

$11,696

$12,013

$12,339

$12,674

$13,018

$13,371

$13,734

[b]

ZEC

$mm

$319

$319

$319

$0

$0

$0

$0

$0

$0

$0

$0

[c]

OREC

$mm

$0

$0

$0

$0

$9

$252

$350

$627

$737

$1,029

$1,151

[d]

SRECs

$mm

$709

$737

$737

$736

$706

$691

$647

$625

$537

$440

$317

[e]

Interim Incentive

$mm

$0

$73

$146

$146

$146

$146

$146

$146

$146

$146

$146

[f]

Successor Incentive

$mm

$0

$0

$0

$87

$174

$261

$349

$436

$523

$610

$697

[g]

Class I REC

$mm

$79

$91

$87

$89

$115

$131

$136

$120

$126

$113

$122

[h]

Class II REC

$mm

$11

$11

$11

$11

$12

$12

$12

$12

$13

$13

$13

[i]

EE

$mm

$128

$192

$256

$320

$383

$383

$382

$382

$382

$381

$381

[j]

Solar PPA Payments

$mm

$345

$421

$484

$539

$610

$695

$774

$869

$956

$1,059

$1,154

$mm

$12,103

$12,639

$13,127

$13,316

$13,852

$14,584

$15,135

$15,891

$16,436

$17,162

$17,715

[k]=
∑[a]→[j]

Total Paid for Electricity
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Appendix:
Key Assumptions
•

•

Total Cost Basis sourced from 2018 EIA Form 861, escalated by 2019 EIA Annual •

Electric Capacity Merit Order/DRIPE derived from PJM scenario analysis for

Energy Outlook

available delivery years, escalated by capacity market clearing price provided in

Class I REC, SREC, Class II REC, and OREC requirements sourced from the Clean

BPU OSW Guidance Document Attachment 7: price inputs

Energy Act (P.L. 2018 c.17)

•

Volatility Hedge Benefit assumed to be 10% of market energy and capacity

•

OREC rate based upon BPU approved OREC cost schedule

value based upon industry survey, calculated from energy and capacity values

•

Energy and Capacity net‐back value based upon BPU OSW Guidance Document

provided in BPU OSW Guidance Document Attachment 7: price inputs

•

Attachment 7: price inputs

•

Avoided bill costs from solar assumes 25% savings from PPA against retail rate

Class I REC costs set to $7 for the entire period consistent with Cadmus / SEA

•

Avoided line losses based upon values provided in Rutgers 2019 Avoided Cost

assumptions
•

Class II REC forecast based upon NJ RPS Compliance Report, escalated by 2%
per year

•

Study developed for OCE to evaluate energy efficiency programs
•

Incremental EE costs are derived based upon OCE FY2020 energy efficiency
filing

Electric Energy Merit Order/DRIPE calculated using AURORAxmp software
platform
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Mid-Atlantic Solar & Storage Industries Association
Rutgers Eco-Complex, Suite 208-8
1200 Florence-Columbus Road, Bordentown, NJ 08505 | info@mseia.net
October 18, 2019
Ms. Aida Camacho-Welch
Secretary
and
Solar Transition Team
New Jersey Board of Public Utilities
44 South Clinton Avenue
3rd Floor, Suite 314
CN 350
Trenton, New Jersey 08625
Via email
Re: Revised 2019/2020 Transition Incentive Staff Straw Proposal and Modeling Addendum
Dear Ms. Camacho-Welch:
The Mid-Atlantic Solar & Storage Industries Association (MSSIA) is pleased to present these
comments in regard to the above-referenced matter.
MSSIA is a trade organization that has represented solar energy companies in New Jersey,
Pennsylvania, and Delaware since 1997. During that 22-year period, the organization has
spearheaded efforts in the Mid-Atlantic region to make solar energy a major contributor to the
region’s energy future.
During these 20 years, MSSIA has adopted and followed three fundamental policy principles,
which in short can be stated as: (1) Grow solar energy in our states as quickly as practicable; (2)
do so at the lowest possible cost to ratepayers, while delivering the greatest possible benefit as a
public good; and (3) preserve diversity in the market, including opportunity for Jersey companies
to grow and create local jobs (see MSEIA’s fundamental policy principles at
https://mseia.net/fundamental-principles/).
Historically BPU has formally expressed these same three goals, and currently the Transition
Principles stated by the BPU, and staff comments at the Transition Incentive stakeholder
meetings, echo the same goals. The goals comprise a balancing act.
- Growing solar energy, at a pace that complies with the 50% by 2030 requirement, will only
happen if enough solar projects are financeable.
- Financing of projects only happens if the risk-adjusted revenue is adequate to produce a
likewise risk-adjusted rate of return.
- Building solar at the lowest possible cost to ratepayers requires incentive design that is based
on knowledge and respect for the ways low-cost capital can be attracted to invest. That means
lowering revenue risk as much as possible.
- Achieving the lowest possible cost also requires avoiding over-incentivizing any market
segment. That means market segments should be incentivized differently, and grouped
according to type and incentive need.

- Conversely, achieving the program goals requires avoiding under-incentivizing solar projects.
- Ensuring that the major solar market sectors remain healthy is necessary in order to meet the
solar growth goals.
- Residents, Jersey businesses, institutions, and local government & school entities deserve to
have the opportunity to reap the financial benefits of solar projects, because as ratepayers they
all pay for the incentives, and because benefitting those sectors benefits society.
Overall, MSSIA believes that the consultant recommendations contained in the straw proposal
have the potential to meet all of the goals described above, but only with some changes to some
of the numerical values that were proposed, and the right choices among the alternatives that
were described.
Specifics regarding the changes and choices MSSIA believes will be required in order to meet
the goals are presented in MSSIA’s answers to the questions staff asked in the straw proposal.
MSSIA’s answers are given below, in blue font:
General Structure of the proposed Transition Incentive
1. What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Three scenarios for transition incentive design are described in the revised staff straw proposal.
MSSIA comments are given below for the first two, TI-2a and TI-3. The third, TI-4, is discussed
in #2.
- TI-2a
This tradable market commodity design, as stated by the consultant in its report, has far to high a
cost to ratepayers. The consultant recommended ACP values are shockingly high, and MSSIA
agrees that very high ACP values would be necessary in order to overcome the risk premium
inherent in the design. MSSIA agrees with the consultant recommendation that TI-2a should not
be chosen for the Transition Incentive.
- TI-3
This design, featuring a tradable market commodity with a floor price, is expressed by the
consultant as an alternate recommended incentive design, with TI-4 being the first
recommendation. MSSIA believes that there are several challenges and flaws in the design itself,
as well as an error in the estimated floor price level.
One challenge with the design is that it requires setting up a complex set of infrastructure
features and regulatory mechanisms in order to enlist EDC’s as the buyer of last resort, set up
market mechanisms, floor price payment mechanisms, ratepayer charge mechanisms, reporting,
etc., and how they all will interact. That will take a lot of time and resources, and the complexity
could give rise to problems that are hard to predict now.. If a substantial benefit resulted for
ratepayers one could say it would be worth the expenditure of the time and resources. However,
MSSIA believes the opposite would be the case, as explained below.

Firstly, the proposed ACP price and the floor price recommended by the consultant are identical.
That means that this incentive design is really just a fixed TREC price, and the afore-mentioned
complexity is unnecessary.
Secondly, the floor price is identical to the price recommended by the consultant for the TI-4
scenario, so there is no benefit to ratepayers in the additional complexity.
Third, the scenario as described pays the floor price only at the end of the trading life of a
project’s TRECs. Even if the trading life is reduced from the current five years to three year, that
means the floor price is paid three years later than it is minted, so there is a loss due to the time
value of money. Assuming an 8.5% rate of return, that loss of value results in a requirement for
a higher TREC, by a multiplier equal to 1.0853 = 1.28, or 28% higher, in order to maintain the
same rate of return as TI-4. Even if the TREC can be traded in the market right away, MSSIA
believes that the market will value TRECs according to their floor value, including the time value
of money discount (and with trading costs and profits as well).
The change in the required TREC values due to the time value of money was not taken into
account in the consultant’s recommended TREC values. Correcting for the time value of money
would result in higher ratepayer costs for scenario TI-3 as compared to TI-4.
2. What are the advantages and challenges to the two approaches; a fixed price TREC and a
market based TREC?
A market-based TREC per TI-2a has the advantage of requiring little change from the current
incentive system, the legacy SREC program. This makes it simple to set up, and makes it easier
to implement in time for the closure of the SREC market, thus facilitating continuity of solar
businesses.
However, the costs, as shown in Table 1, are sky-high. Correspondingly, the ratepayer impact, as
noted by the consultant, are very high. MSSIA believes that that fact should eliminate TI-2a from
consideration.
A fixed TREC, as represented in TI-4, is expected to take more work to set up and take longer.
However, we are certain that it will achieve substantially lower ratepayer impact than the other
two choices. MSSIA believes that it is still possible to implement such a program in time for the
program to start when needed.
3. Does the proposed Revised Transition Incentive provide sufficient financial surety for
projects currently in the SRP pipeline that may not reach commercial operations prior to the
closure of the SREC market to new entrants?
MSSIA believes that the scenario TI-4 does provide adequate financial surety, provided that the
needed adjustments to TREC factors, as discussed below, are implemented.
4. How can the Board most accurately predict the amount of capacity expected to be in the SRP
pipeline at the time the 5.1% Milestone is hit? During what timeframe in the transition

process, would a final determination of the size of the pipeline of eligible projects be
required? Should there be a true-up?
Prediction of the amount of capacity need for the Transition Program will be very tentative until
the incentive type and amounts are finally defined. Assuming for the moment that the TI-4
scenario is chosen, the straw proposal’s incentive rates as stated will cause a drastic reduction in
several market sectors, especially the residential sector, ground-mounted net-metered projects,
grid-supply projects (subsection r), and landfills/brownfields. Carports and community solar
projects are under-incented to a lesser degree. Once the factors are finalized, the level of demage
to pipeline projects in those market sectors can be assessed.
The accuracy of the predicted pipeline size for the TREC program will rise as the 5.1%
milestone nears, but the size of the TREC program should be set several months before the 5.1%
milestone is hit. A true-up will be needed if the amount of the pipeline that is actually built
exceeds the size set for the program. If the amount built falls short of the pre-determined
program size, there can either be a true-up in the program size or, in order to achieve the overall
goals, additional projects could be accepted into the program.
Eligibility
5. How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after
October 29, 2018, and 2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attained?
MSSIA is not confident that it understands the condition as stated, and so is hesitant to answer.
6. Should the Board cease accepting new registrations to the SREC Registration Program, and
begin only accepting registrations to a new Transition Incentive cluster?
Yes, MSSIA believes that the Board should do so after giving adequate notice for projects that
have already been awarded under the current program but have not yet had time to apply.
Terms for each TREC
7. Please discuss the proposed 15-year TREC term, with appropriate justification for any
recommended changes.
MSSIA believes that the 15-year term is optimal. It strikes a good balance between low annual
ratepayer impact (where longer term is better), low rate impact NPV (where shorter term is
better), optimal investor confidence (where shorter term is better), and good project economic
performance (where questions of term can vary from investor to investor).
After the Transition Program, in a successor program, if the security of the incentive revenue can
be increased, a 20-year term (such as in the Massachusetts SMART Program) is worthy of
consideration.

Value of a TREC
8. Are the TI-ACP schedules proposed in Revised Table 1 to be associated with each
compliance entity option appropriate? If modifications are required, how should the
schedules be adjusted and why?
Generally, the TI-ACP schedules as shown in Revised Table 1are appropriate, except as noted
below in #9, as long as factors are chosen appropriately, as discussed in #13 through #15.
9. Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22
and EY23 and increases thereafter, keeping in mind the statutory cost cap the program must
operate under.
MSSIA understands that the low TREC values for EY21 through EY23 are intended to lessen
pressure on the cost caps. However, those low values in the first three years of a project are very
costly, substantially raising the required incentive in the ensuing years, and significantly raising the
overall ratepayer impact in NPV terms, even without considering the special difficulties it presents
to investors.
The measure will cause many projects to have negative cash flow during the first three years,
necessitating an up-front cash reserve. This will be costly, and eliminate some of the most efficient
sources of capital from participation in the program.
The three years of low TREC values will have a very modest effect on the cost caps anyway,
because the TREC program will be so small compared to either the legacy program or the
successor program.
There are more effective and more efficient ways to achieve compliance with the cost caps.
MSSIA hopes and recommends that those other measures be the subject of serious work and
consideration as alternatives to the three years of low TREC values.
10. What are the implications of establishing a “Buyer of Last Resort” and floor price
mechanism for the TREC market? What factors should Staff consider in recommending how a
purchase price is established?
The overall implications of the Buyer of Last Resort are discussed in #1. To recap, if the floor
price is paid at the end of the trading life of each TREC, the TREC prices will need to be
increased substantially to account for the time value of money. In fact, the combination of the
time delay with the three years of low ACP’s may render most projects non-viable, even if the
modeled rates of return indicate otherwise viable projects.
One possible fix would be to enable the floor price payment for TRECs in their first year, but to
an even greater degree one would have to ask what purpose the greater complexity of the trading
and the floor price mechanism will serve, when the program in effect is just like a fixed TREC.

11. When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
If the floor price mechanism is adopted, MSSIA believes that the floor price would be
determined administratively. This would need to be done as soon as possible, so that developers
can continue to develop the projects in the pipeline.
As state before in #1 and #10, however, MSSIA asserts that the floor price mechanism will be
costly to ratepayers and unnecessarily complex, and recommends against it.
12. Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
The floor price would reduce finance costs when compared to TI-2a, but substantially greater than
TI-4, as discussed previously.
Factorization of TRECs
13. Do you agree with the proposed categories of factors (Revised Table 2)? Why or why not?
MSSIA disagrees with some aspects of the proposed categories of factors. The categories should
reflect groupings of market sectors and types of projects that have similar economic performance
and need similar incentive levels. Otherwise, different market segments with divergent needs will
be grouped together with the same factor, over-incentivizing some and under-incentivizing others.
That is, in fact, the result of the recommended factors in the straw proposal, as will be discussed
further below.
Based on industry experience and MSSIA’s modeling of the straw proposal, the following
categories will appropriately group market sectors with similar needs. The similarities in the
economic performance of the sectors grouped in these categories can be seen in Table 3.
Table 1 – MSSIA Recommended Categories of Factors
Category 1
Category 2
Category 3

Net Metered Roof, Community Solar
Net Metered Ground, Grid Supply (subsection r)
Net Metered Carports, Landfills & Brownfields (subsection t)

14. Please address the financial incentive levels for each of the four project types.
MSSIA’s fundamental policy objectives were discussed previously, and BPU communications
have indicated that it shares them. In order to achieve those objectives MSSIA wants the solar
industry to remain viable, including all the market segments that have each played important roles
in building New Jersey’s solar success story, and have each served important customer segments,
both public and private. However, achievement of those objectives also requires that no market
sector should receive incentive levels that are higher than needed. We don’t want any market

sector to receive incentive levels that are too high, or so low that that sector is severely
diminished.
First, accurate incentive levels for the prevailing project types would require some adjustments to
the categorization, as discussed in #13. The groupings recommended by MSSIA above will allow
reasonably accurate financial incentive levels for all of the active market sectors.
Then, the assigned factors would require adjustment, as discussed below.

15. Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
MSSIA, for the most part, disagrees with the assigned factors.
Of nine project types analyzed and modeled by MSSIA according to the assigned factors in the
straw proposal, two project types are over-incentivized, providing rates of return that are higher
than the minimum IRR that has been found in practice to be financeable. As stated in #14, this
runs counter to MSSIA’s fundamental objective to build solar at the lowest possible cost to
ratepayers. Three of the project types are under-incentivized, providing rates of return that are
close to the minimum, but still lower than is usually financeable. The other four project types
are severely under-incentivized, providing rates of return that are absolutely un-financeable, so
much so that those market segments would be essentially destroyed.
MSSIA modeled projects using an investor model that is used in actual investor decision-making
and in setting prices for competitive bids. This model has been used successfully in dozens of
highly-contested bids, so MSSIA believes that it accurately identifies the minimum financeable
rate of return.
Following common industry practice, MSSIA models projects to achieve a target unlevered,
after-tax IRR. Projects are often leveraged with debt and include separate tax equity investors,
so return on equity differs from the unlevered rate of return. However, there is seemingly
infinite variety among the ways of structuring project finance - leveraging through debt, lease
structures, lease-buyback, REITs, tax equity investors, and many other modalities. This makes
choosing a particular leveraging structure for modeling highly arbitrary. The way to compare
one project to another in a fairly standard way is the unlevered IRR, which is a basic measure of
the economics of the project itself. To put it simply, if the project itself has revenue that covers
costs with an adequate margin left over, it can be financed. If the project doesn’t make an
adequate margin or loses money, no amount of financial structuring is likely to work. The
consultant’s use of leveraged IRR as a modeling target therefore produces results that are
meaningless to solar industry professionals.
The results of MSSIA’s financial modeling are given below in Table 2. An unlevered, after-tax
IRR of 8.5% is considered to be the approximate minimum that can be financed.

Table 2 – MSSIA Modeled Rate of Return Using Straw Proposal Factors
Project Type/Size
Net Metered, <= 25 KW
Net Metered, Roof, 250 KW
Net Metered, Roof, 1 MW
Net Metered, Ground, 2 MW
Net Metered, Carport, 500 KW
Landfills & Brownfield (subsection t), 3 MW
Grid Supply (subsection r), 10 MW
Community Solar, Roof, 2 MW
Community Solar, Landfill, 5 MW

IRR
4.0%
10.3%
10.6%
2.5%
7.2%
5.1%
0.3%
7.5%
7.4%

It can be seen clearly that the net metered roof projects are being over-incentivized as proposed,
while residential, net metered ground-mount, grid-connected landfills & brownfields (subsection
t) and grid-supply projects (subsection r) are far below financeable rates of return.
Although MSSIA is not recommending a 20-year term for the Transition Program, MSSIA
nevertheless modeled the rate of return for the straw proposal’s 20-year TREC values and
factors. Those results are available upon request.
To put it another way, Table 3, below, presents the factors that would be required to achieve the
minimum financeable 8.5% rate of return, alongside the factor assigned in the Straw Proposal.
Table 3 – MSSIA Modeled Factor Needed to Achieve 8.5% Minimum Return
Project Type/Size
Net Metered, <= 25 KW
Net Metered, Roof, 250 KW
Net Metered, Roof, 1 MW
Net Metered, Ground, 2 MW
Net Metered, Carport, 500 KW
Landfills & Brownfield (subsection t), 3 MW
Grid Supply (subsection r), 10 MW
Community Solar, Roof, 2 MW
Community Solar, Landfill, 5 MW

Factor
per Straw
0.50
1.00
1.00
0.50
1.00
1.00
0.50
0.85
0.85

Factor
Required
0.89
0.90
0.89
0.85
1.08
1.13
0.87
0.90
0.91

The large disparity between the factors that are required to make projects financeable and the
straw proposal’s factors is evident in Table 3. Some of the disparities can be explained by
assumptions in the consultant’s report that are incorrect, or that reflect positions MSSIA believes
are contrary to the goals. Key examples of assumptions in the consultant’s modeling that we
believe are erroneous follow:

a. Project costs are too low
The consultant’s modeling is based on the 50% percentile of costs. That would mean that of the
pipeline of projects entering the Transition Incentive Program, only half of them would be
financeable. That means substantial industry contraction and loss of jobs, a large number of
contracts that would have to be broken, and failure to meet the program goals to advance solar
energy. MSSIA suggests that such a posture is incongruent with good policy. We believe that
at least 75% of projects should be financeable.
Additionally, it appears as if the consultant assumptions on cost do not include development
costs or developer fees, which are usually a significant portion of project costs. They must be
included in order for the model to reflect costs accurately.
b. Performance estimates are too high
At the last stakeholder meeting, several speakers made the point that the consultant’s modeling
should use actual performance data from PJM, rather than calculated values using PV:WATTS.
Real performance data is more reliable than calculations. Moreover, the consultant’s
PV:WATTS calculations were based on assumptions, many of which were faulty. In particular,
the assumptions on PV module tilt angle and azimuth were unrealistic. For example, the
assumption for the tilt angle for commercial rooftop installations was 35 degrees. Nearly all
commercial rooftop installations are ballasted, and tilt angles are kept to 5 to 10 degrees in order
to keep the arrays’ weight within the common load bearing capacity of roofs. Ballasted racking
manufacturers, accordingly, make their products in 5 to 10 degree tilts. To the author’s
knowledge, only one racking manufacturer makes a product with a higher tilt, and that is 15
degrees. The tilt angle assumptions on other project types were similarly erroneous. These
assumptions help explain why the performance assumptions that were used in the modeling were
higher than the PJM data.
c. Energy revenue estimates were too high
The consultant’s assumption regarding energy revenue was that the revenue would be 15%
below the energy cost of utility power. In reality, prevailing PPA offers feature substantially
greater discounts in order to make it worthwhile for customers to take the time, trouble, and risk.
This can be seen clearly in the data that is available from PPAs that are publicly bid.
The cumulative effect of these and other errors in the most impactful assumptions is results that,
as seen in Table 3, would leave several market segments unable to function. It appears,
moreover, that the assumptions alone cannot explain the magnitude of the gap between the
required factors and the straw proposal’s recommendations. We believe it is likely that the
workings of the model itself, which are not visible to us, are partly responsible for the gap as
well. Certainly, the use of an arbitrarily defined leveraged IRR as the model’s target is not
appropriate in our view, but there may be other, hidden problems that we cannot see without
more information.

MSSIA understands that industry estimates are taken with a degree of skepticism, since the
parties doing the analysis, like MSSIA, are parties at interest. However, it is equally true that
industry practitioners are the ultimate experts, since solar businesses compete with each other
and survive, often by the slimmest of margins, based on their ability to place bids and price
projects accurately, and do so at the lowest possible price in order to win work. They are the
ones who work with these numbers every day. They are the ones who work with financers to
fund projects, and in the process and learn their bottom lines. That is why MSSIA’s analysis and
that of other leading industry analysts should be taken seriously.
Some of MSSIA’s assertions can readily be checked independently. For example, tilt angles and
azimuths for projects in the pipeline are provided on the SRP applications, so prevailing values
can easily be obtained as a check on our assertions in (b.) above. As another example, Public
competitive bids can be obtained from the entities running the bids. Since it is public data, the
public entities’ consultants should be able to share data from multiple bids (and have offered to
do so). This data will reveal the PPA rates that the bid awardees will receive as revenue, as a
check on our assertions regarding energy revenue in (c.), above.
In addition, MSSIA is willing to share its models that were used to generate the results above,
and provide them in functional form, upon request. MSSIA is further willing to explain the
model’s working, answer detailed questions, and provide interactive instruction in its use, if
desired.
In Table 3, the natural groupings can be seen that resulted in MSSIA’s recommendations for
categorization. Based on those natural groupings, MSSIA’s recommendations for TREC factors
for MSSIA’s categories are given in Table 4, below.
Table 4 – MSSIA Recommended Categories and Factors
Category
Category 1: Net Metered Roof, Community Solar
Category 2: Net Metered Ground, Grid Supply (subsection r)
Category 3: Net Metered Carports, Landfills & Brownfields (subsection t)

Factor
0.90
0.85
1.10

These factors correct both the over-incentivization and under-incentivization in the straw
proposal’s recommended factors and, as stated previously, represent what we believe to be the
minimum incentives for financeable projects.
Compliance Entities
16. Please discuss the advantages and disadvantages of the two proposed options, i.e. having
the compliance entities be: 1) Third Party Suppliers and Basic Generation Service Providers, or
2) the Electric Distribution Companies.
Since MSSIA recommends the TI-4 fixed TREC scenario, we will answer the question in that
context. MSSIA believes that either the TPS & BGS providers could be viable candidates for the
role of compliance entities for the fixed TREC.

EDCs are perhaps the more obvious choice, since they are well-positioned to collect funds
through a charge to ratepayers, and pay the TRECs to system owners. They have played similar
roles before. They have the advantage of being few in number (four) and relatively transparent
compared to TPS and BGS providers, making the program relatively easy to track, monitor, and
control.
TPS & BGS providers, on the other hand, are the current compliance entities for SRECs, so they
offer a degree of continuity and minimize change. It also would not be necessary to set up a
special charge on ratepayer bills. The cost of TRECs would simply become embedded in the cost
of energy. MSSIA has done some early investigation regarding whether the BPU could simply
order the TPS and BGS providers to pay a specified, fixed price for TRECs. So far, indications
are that BPU would have the authority to do that, and the mechanism appears to be viable.
One challenge in having TPS&BGS providers as the compliance entities would be grappling with
the issues regarding ensuring market neutrality.
17. Which of the two options is preferable for the Transition Incentive?
MSSIA does not have a position yet on which is preferable for the Transition Incentive.
18. Do parties agree that a fixed price TREC lends itself to the EDCs serving as the
compliance entity, while a market-based price for TRECs lends itself to the TPS/BGS
Providers serving as the compliance entity?
As discussed in #16, MSSIA believes that either EDCs or TPS&BGS providers could be
appropriate in the role of compliance entity.
MSSIA appreciates the opportunity to provide input on this vital matter, which will be a powerful
determinant of the welfare, and even survival, of many of our member companies.
Sincerely,

Lyle K. Rawlings, P.E.
President

Comments and Answers of
New Jersey Conservation Foundation and NRDC
to Staff Questions
New Jersey Solar Transition
2019/2020 Transition Incentive Staff Straw Proposal
New Jersey Conservation Foundation (NJCF) and NRDC respectfully offers the following
written comments on the Staff Straw Proposal and answers to Staff’s specific questions
therein, which are incorporated and reproduced in this document, indented on both
margins. Our comments and answers are distinguished by not being indented.
General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s
proposed Transition Incentive design?
2) What are the advantages and challenges to the two approaches; a
fixed price TREC and a market based TREC?
3) Does the proposed Transition Incentive provide sufficient financial
surety for projects currently in the SRP pipeline that may not reach
commercial operations prior to the closure of the SREC market to
new entrants?
4) How can the Board most accurately predict the amount of capacity
expected to be in the SRP pipeline at the time the 5.1% Milestone
is hit? During what timeframe in the transition process, would a final
determination of the size of the pipeline of eligible projects be
required? Should there be a true-up?

1) We generally support the concept of a 15-year TREC for projects that are in the
Legacy pipeline but do not achieve commercial operation by the 5.1% attainment date,
as required for eligibility to participate in the Legacy SREC program, provided that the
TRECs are:
a) Valued at a fixed payment that is constant over the entire period, rather than being
lower during the “kink” years;
b) Factorized at levels consistent with actual costs and revenue shortfalls needed by
projects of each category in the pipeline;
c) Required to be used by compliance by EDCs with cost recovery allocated to all
customers they connect with, rather than by load serving entities (LSEs), whether
third party suppliers (TPS) or basic generation (BGS) providers.
An approach that includes (a), (b), and (c) will have the advantages of lowest cost to
ratepayers, lowest financing costs and other risk costs to project developers, and
therefore least impact on the overall RPS budget under the cost caps.
This approach avoids the following significant disadvantages that would otherwise be
created by the following components of the Staff proposal:
i. The extreme price risks, which have not and cannot be adequately modeled using
the methodology employed by the Solar Transition Consultants, of a traded TREC in
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ii.

iii.
iv.

a very small, closed and illiquid market;
The extra delay in implementing the Transition Incentive due to creating an EDC
“buyer of last resort” price floor in this illiquid and unfunctional market, and the
extra administrative expenses the EDCs would charge to provide this service;
The extra financing costs, uncertainty and forced up-front losses of the proposed
“kink” year discounts in prices
The underlying reason to even consider attempting market-based valuation in a
closed, illiquid, and tiny market, namely, so that TPS entities could acquire the TRECs
they would need for compliance.

2) Please see disadvantages (i) and (ii) above. Other parties’ assertions that a traded
TREC market would be competitive are unfounded and misleading, since, in markets
with effective competition, the forces of competitive supply and demand to drive prices
to the level where the marginal cost of supply is equal to the marginal benefit of
consumption. The benefits of competition in terms of minimizing cost and avoiding
inefficiency depend on this process of prices being equal to marginal cost and marginal
benefit. A market for trading TRECs will not have effective competition, and will not
produce these benefits. This is because no additional competitive entry will be allowed
in the Transition Program beyond the existing pipeline, TRECs themselves have no
marginal cost, and demand would consist of a fixed administrative requirement and an
administratively determined alternative compliance payment. Such a market can
reliably be predicted to have binary pricing, with prices tending to stick near either the
cap or the floor price, with the risk of high levels of volatility between these levels
should supply be reduced or increased due to variability in production. Such prices will
have no ability to equating marginal costs with marginal benefits, which is the primary
social benefit of effective competition in markets.
3) The proposal will provide sufficient assurance if, and only if, the conditions in our
answers 1(a), (b), and (c) above are included in the TREC program.
4) We view the size of the pipeline as difficult to predict with any accuracy, since the
incentives for projects to either enter or stay in the pipeline will depend on how
attractive the project developers expect the Transition Incentive to be relative to both
the Legacy Program and the Successor Program. The Board has yet to share a staff
proposal on how it will address the risk of excessively low and high SREC prices in the
Legacy Program, or any specific proposals for the Successor Program. This makes it
impossible to estimate how much queuing or attrition there will be with respect to the
transition pipeline. Further, as the next two staff questions make clear, it is still
impossible to know whether any new projects will be able to enter the Legacy pipeline,
and potentially achieve eligibility for the Legacy program, or whether instead they will
automatically be put in the Transition pipeline.
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Eligibility
5) How should the Board treat projects entering the SRP pipeline
that have not 1) filed a complete SRP Registration or received
conditional certification from the Board after October 29, 2018,
and 2) have not commenced commercial operation upon the
Board’s determination that the 5.1% Milestone has been attained?
6) Should the Board cease accepting new registrations to the
SREC Registration Program, and begin only accepting
registrations to a new Transition Incentive cluster?

Question (5) appears to address projects that have not yet -- as of this date – filed a
complete SRP Registration, and that further, do not commence commercial operations
upon the attainment of the 5.1% milestone. We recommend that such projects be
rolled into the Transition Pipeline, assuming they do file a complete SRP Registration or
receive conditional certification before the milestone is achieved.
6). We do not recommend that the Board cease accepting new registrations prior to the
attainment of the 5.1% milestone. This may create more uncertainty for new projects.
Further, a TI program design that appears more financially attractive than the Legacy
program could induce enough attrition from the Legacy pipeline to delay attainment of
the 5.1% threshold and to reduce subsequent year’s oversupply in the Legacy market,
leading to higher Legacy SREC prices and reduced funding for the Successor Program. 1
Terms for each TREC
7) Please discuss the proposed 15 year TREC term, with
appropriate justification for any recommended changes.

We support the proposed 15-year term, compared to the statutory 10-year requirement
for new Legacy SRECs. The added tenor should result in lower annual costs, preserving
more of the RPS budget for the Successor Program. A longer tenor could be warranted
to further reduce annual costs, which would be preferable to have the “custom” price
paths contemplated in the Staff proposed TI schedules. In this regard, we would also
support a 20-year term. Further, for the purpose of helping ensure compliance with the
1

A reduced SREC oversupply would result if the rolling 12-month average SREC production, which is weighted by
the number of months each project’s MW were in production during the previous 12 months, were
disproportionately comprised of MW that had been in operation for more months (e.g., 6 to 12 months ) rather
than fewer months (e.g., 1 to 6). This could happen if a large enough number of projects that could achieve
commercial operation just before the 5.1% is attained choose instead to migrate to the Transition Pipeline (e.g., by
delaying commercial operation). Under such circumstances, the 12-month rolling average of SRECs would be a
more accurate predictor of future annual SREC production, since it would be based on projects that will have been
producing energy for a longer period before the 5.1% threshold is attained.
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Clean Energy Act’s annual RPS cost caps, a 20-year term is far preferable to the lower
prices during the “kink years” proposed by staff and the consultants. A discussed in our
answer to question (8), below, these lower prices during the initial years of the
Transition program are extremely problematic from a business and capital markets
perspective.
Value of a TREC
8) Are the TI-ACP schedules proposed in Revised Table 1 to be
associated with each compliance entity option appropriate? If
modifications are required, how should the schedules be
adjusted and why?
9) Please critique the proposal of a “custom” TI-ACP which is
relatively low in EY21, EY22 and EY23 and increases
thereafter, keeping in mind the statutory cost cap the program
must operate under.
10) What are the implications of establishing a “Buyer of Last
Resort” and floor price mechanism for the TREC market? What
factors should Staff consider in recommending how a purchase
price is established?
11) When and how should a floor price be established to provide
the maximum benefit to ratepayers, developers, investors?
12) Would the availability of a floor price above the NJ Class I ACP
provide any reduction in finance costs for eligible projects?

Regarding this entire group of questions (8) – (11), NJCF and NRDC strongly oppose the
use of a market - traded TREC valuation and compliance mechanism in the Transition
incentive program, for the reasons articulated in our answers to Questions 1 and 2
above. Thus, any alternative compliance payment (ACP) level is, in our view,
inappropriate because an ACP is only necessary in a traded valuation and compliance
program. Similarly, a price-floor is only necessary in a traded program.
We do believe both a price cap, lower than the statutory ACP and a price floor, which
may be an EDC buy-back program, will both be urgently needed in the closed Legacy
SREC market. A cap will be needed to ensure the RPS budget is not exceeded and to
support full RPS compliance along commercially attractive Transition and Successor
Programs. In our view, developing and deploying such a mechanism -- in the Legacy
SREC market -- should be at the forefront of the Board’s approach to managing the RPS
budget through the “kink” years. This approach to managing the total RPS budget
would be far more effective than the proposed costly, risky and commercially
unattractive lower incentive payments for Transition projects during the “kink” years.
But, to be clear, we only support these price cap and price floor mechanisms in the
Legacy market because the alternative of using a fixed administrative price, with
factorization, in the Legacy market would likely jeopardize the ongoing use of Legacy
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SREC transaction, hedging and compliance mechanisms, all of which are already
contractually structured around the SREC market price. But this is only a problem in the
existing SREC program. There is no good policy rationale, in our view, for the TI to be
based on a market-traded TREC valuation and compliance mechanism, rather than on a
fixed administratively-determined price schedule, such as TI-4. A traded TREC valuation
mechanism would be virtually guaranteed to increase costs, put additional stress on the
RPS budget and on future solar developers, and take longer to implement than a fixed
administrative price – even if it worked as intended. Results would be even worse if a
traded TREC failed to work as intended due to a very small, thin and illiquid market and
the lack of competitive entry, all of which pose severe challenges to any traded
commodity market.
We offer the following answers to the specific questions:
8) No, none of the schedules in Revised Table 1 are appropriate. First, there should be
no market-traded price schedules, for the reasons discussed above. Instead, the TI-4
approach should be used, because of its lower costs to ratepayers and its lower risk to
solar developers. However, as proposed, even the TI-4 schedule is unworkable due to
the unacceptably low prices in the “kink” years. It is very hard to finance any project
knowing that prices for the first three years will not cover costs, including financing
costs. But this is an insurmountable problem for many transition projects that have
already locked in supply costs, pricing and financing terms based on the assumption of
sufficient positive cash flow, especially in the early years. Accordingly, TI-4 must be
modified to offer comparable and sufficient incentive levels in each year.
9) Incentive levels below the level of the revenues needed by projects in the “kink
years” will imperil many transition projects, and will increase risks and financing costs
for viable projects. Such low incentives in the first years should be avoided. Instead, the
BPU should implement a levelized, sufficient incentive level each year through a TI-4
approach, and rely on other measures to manage the RPS budget through the kink
years.
For example, the simplest and most straightforward way to manage the RPS budget is
likely to be to use the surplus under the annual RPS cost caps in the first three years to
pay for any deficits in the three “kink years”. As shown in Figure 6 of the Cadmus/SEA
Modelling Addendum to the staff’s current Revised Proposal (reproduced below), the
first three years of the program have, respectively, $242 million, $322 million and $284
million, for a cumulative RPS budget surplus of $848 million, in the High Cost SREC case
that shows the maximum SREC draw on the overall RPS budget and the least cost TI-4
transition incentive mechanism.
This $848 million is more than enough to provide levelized, sufficient TI payments,
including during the kink years. For example, assuming a levelized $76.5 million per
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year payment adds up to the same total as the 15-year TI proposal illustrated in Figure
6, it would take an additional $191.5 million to make up the annual shortfall between
the $76.5 million levelized cost and the proposed $4 million, $14 million and $20 million
total TI incentives for the respective kink years. In other words, fixing this glaring
problem with the proposed TI would only require using roughly 23% of the surplus
available under the first three years’ cost caps.

Source: Revised Straw Proposal of October 3, Cadmus SEA modelling addendum.

Another approach to managing the RPS budget, without harming transition projects and
while maximizing head room for early new solar development under the successor
program, is to develop a price “collar” for the Legacy SREC market, effective upon
closure, consisting of both a price floor to keep prices from falling to punitive levels in
the event of a persistent oversupply of SRECs, and a price cap, below the level of the
statutory ACP, to prevent SREC prices from exceeding levels that would eliminate the
headroom needed for new solar development and that could jeopardize the ability of
New Jersey to comply with its RPS mandate. Such a “cap and floor” is likely to be
needed, in any event, to achieve the BPU’s solar transition principles, and would make
designing and implementing an effective Transition incentive program easier.

Factorization of TRECs
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13) Do you agree with the proposed categories of factors (Revised
Table 2)? Why or why not?
14) Please address the financial incentive levels for each of the four
project types.
Do you agree with the proposed assigned factors? Why or why not?
Please provide documented explanations for your response.

We recommend that the BPU set its final categories and levels of factorization,
considering the best data and analyses offered by solar industry experts. It is clear from
solar industry concerns raised at the most recent stakeholder meeting that additional,
deeper changes to the consultants’ models and the proposals need to be made in a
number of the underlying costs, and variations in the amount of customer savings
required to close deals, in determining both factorization levels and categories.
Compliance Entities
15) Please discuss the advantages and disadvantages of the two
proposed options, i.e. having the compliance entities be 1) Third
Party Electric Suppliers and Basic Generation Service Providers, or
2) the Electric Distribution Companies.
16) Which of the two options is preferable for the Transition Incentive?
17) Do parties agree that a fixed price TREC lends itself to the EDCs
serving as the compliance entity, while a market-based price for
TRECs lends itself to the TPS/BGS providers serving as the
compliance entity?

As discussed in our answers to Questions 1 and 2, above, we see no advantages and
significant – indeed, overwhelming -- disadvantages to having a market-traded valuation
for the TRECs. When asked at the first solar transition stakeholder hearing why they
appeared to favor TPS/BGS providers as the compliance entity, BPU staff responded that
the only reason was to allow a market-traded TREC valuation, if that was the Board’s
preferred choice. We see no public interest reason for such a choice, and therefore offer
the following answers to these questions:
15) There are no advantages, but many disadvantages, to a traded TREC valuation,
given the small scope, small number of sellers, limited buyers, as argued by the vast
majority of stakeholders and as confirmed by the Cadmus/SEA Supplemental Modeling.
The only reason to have TPS & BGS providers be the compliance entities would be to
support a traded TREC valuation. But since there is no benefit in using a traded
valuation for TRECs, there is no reason to make TPS and BGS providers be the
compliance entities. By contrast, there are many advantages, and no disadvantages, to
having the EDCs be the compliance entity – particularly since this choice would be
consistent with the much lower cost, less risky, and commercially more viable fixedprice valuation approach.
16) The EDC compliance entity approach is preferable, by far.
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17) Yes, but there is an additional criterion that is also extremely important. That is,
how quickly the Transition Program can be implemented, since early implementation is
critical to providing a smooth transition for solar providers. The EDC compliance entity
alternative would require each EDC to make a tariff filing providing for charging their
customers for the administratively fixed TI incentive’s costs. However, the TPS & BGS
provider alternative, with an EDC buyback price floor, would also require each EDC to
make a tariff filing, which would likely be significantly more complicated than the filing
required to provide for collecting a fixed administrative incentive level, especially since
the latter approach could potentially be a greatly simplified version of the OREC costrecovery mechanism already in use by each EDC. This means that the EDC compliance
approach could be implemented more quickly, adding an important additional reason
why it should be preferred from a public interest perspective, as well as from the
perspective of supporting a smooth solar transition.

Respectfully submitted,

Steven Corneli
Strategies for Clean Energy Innovation
Consultant for NJCF
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October 18, 2019
Via email: solar.transitions@bpu.nj.gov
Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
44 Clinton Avenue, 9th Floor
Post Office Box 350
Trenton, New Jersey 086258-0350
Re:

CEV Solar Transition Proposal Comments

Dear Ms. Camacho-Welch:
NJR Clean Energy Ventures (“CEV”) appreciates the opportunity to comment on the BPU Staff
Straw Proposal (“Proposal”) on the transition incentive program.
CEV is among the leaders in the New Jersey solar market. To date, we have invested more than $800
million in 275 MW of solar projects across all market segments and counties in New Jersey,
comprising about 10 percent of solar installed in the state, with active interest in a similar share of
project capacity in the NJCEP approved project pipeline. The economic viability of a number of
these pipeline projects will depend on both an orderly transition from the legacy program and, most
critically, on a properly constructed incentive structure for the transition program.
Our views on transition incentives reflect the depth and breadth of our experience developing,
financing, installing and operating solar projects in New Jersey over the past decade. And the
principles guiding the solar transition including sustaining industry growth, reducing costs for
ratepayers and protecting value for investors.
CEV acknowledges and appreciates the effort and creative thinking by Staff and the consulting team
reflected in the Proposal, and in improvements made to the stakeholder process. Regarding market
structure, we believe that a fixed price, 15-year TREC relying on the EDCs as buyers is compatible
with the function of the transition program — provided this new structure can be implemented
without delay at the time the legacy market closes. We also would support a fixed, 20-year
incentive.
However, based on the factors applied to the TREC levels, the incentive levels proposed are not
enough to support ongoing investments in residential, ground-mounted commercial net metered or
grid solar projects. These segments currently represent up to 350 MW, or nearly 2/3, of the current
New Jersey solar pipeline.
In our view, the incentives proposed would force many of these NJCEP approved projects to cancel,
causing disruption in the contractual relationships between market participants associated with these
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approved projects. It will also lead to an industry contraction with loss of jobs and investor
confidence in the State’s solar market contrary to the express statutory mandate of the Clean Energy
Act for an orderly market transition.
Our comments that follow provide further detail into our views on Market Structure, and the TREC
incentive levels we believe necessary for each market segment.

Market Structure
Staff Transition Principles define the scope of the transition program to provide incentives for
approved, but not completed projects at the time 5.1 percent is attained. With three to four times
the capacity of projects in the current NJCEP pipeline capacity necessary to meet the 5.1 percent
solar penetration goal, and the plan to launch the successor program close to the estimated time the
legacy market will close, the transition program will serve a finite number of projects. Most of the
projects in this program will have already been developed, contracted and approved by the NJCEP.
We believe this overall context is material with important implications for the transition program
design:
1) We agree with Staff’s view that a fixed price TREC with EDCs as the buyer of TRECs is
a viable structure for the transition program.
In a market supporting limited new project development, a market-based approach where fluctuating
price signals guide development activity is not necessary. In the Proposal, Staff indicates there will
be “administrative ease” in implementing this fixed price mechanism, which is further justification
for this approach, given the limited scope of the transition program.
Our support for a fixed price mechanism in the transition program is further reinforced by Staff’s
statements that the transition program design will not set precedent for the successor or legacy
program. We agree with Staff’s comment that a market-based approach may be a viable alternative
for the successor, provided that Staff and BPU adopt administrative procedures necessary to fulfill
their commitment to a stable and balanced market.
We commend Staff’s thinking on how to manage the RPS to support the transition program. As
stated in the Proposal, a preliminary RPS would be established for the transition program to facilitate
the BGS process, with a subsequent RPS adjustment based on what project capacity is installed.
Such active management and intervention by the BPU exemplify some of the actions associated with
implementing market balancing mechanisms, which are critical for both the transition and legacy
markets. Assuming that the transition program relies on a fixed price mechanism, we believe the
RPS approach defined by Staff is still necessary to ensure that the EDCs procure the right quantities
of TRECs, and that these amounts for the transition solar program are accurately accounted for in the
overall RPS compliance process.
2) We disagree with the consultant’s approach to modeling incentives based on the 50th
percentile of survey and self-reported data on installed costs.
Modeling incentives based on the midpoint of installation costs provides insufficient incentives to
adequately support projects in several major market segments. This will cause project cancellations,

1415 Wyckoff Road

P.O. Box 1464

Wall, NJ 07719

Phone: 732-938-1000

www.njresources.com

possible stranded assets, and result in a solar industry contraction that will inhibit the aggressive
clean energy goals of the state.
There are legitimate technical and economic reasons why costs will vary from project to project, and
the transition program must be more flexible in accommodating these already contracted and
approved projects recognizing that the economic drivers of these projects (lease rate, PPA rate, EPC
cost, etc.) have already been finalized.
In the transition program, factors should be designed to provide the right incentive for each market
segment, not as an instrument of policy to guide future project development and cost reductions.
Policy driven factors are more appropriate for consideration in the successor program, not for
projects which are already contracted and approved. Since February, the market has been operating
with major uncertainties over incentive levels, and the level of retroactive changes proposed relative
to current incentives levels will further destabilize confidence.

Incentive Levels
CEV believes the 15-year incentive term, lower “kink” year incentives, and TREC values for the
preferred siting (1.0 factor) is workable. Provided incentive levels are sufficient, CEV would also
support Staff’s proposed 20-year fixed incentive. A 20-year incentive term better matches the
depreciable life of solar assets. In past analysis the consulting team appropriately represented that an
incentive structure with a longer tenor can be an effective strategy for compliance with the costs caps
and benefiting ratepayers.
While the revised Staff Proposal offers some improvements to the original proposal, as indicated in
the table below, the incentives proposed for residential, large commercial and grid projects are well
below levels necessary to attract and sustain investment. For simplicity, we focus on the 15-year
TREC in the Table below, while our conclusions on the incentive gaps by market segment are
consistent for the 10 and 20 year cases. We have also levelized the TREC value, reflecting the
highly discounted cash flows in the first three years, and the higher payments in years 4-15. The
color code legend for each cell reflects how close the TREC need is to the proposed incentive.
The inputs for all modeling assumptions are provided in the Appendix Table 1.
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15 Year Levelized TREC Need vs. Staff Proposed Incentive

Project Type
Residential/Small Commercial
Residential & <100kW C&I
Commercial & Industrial
100kW - 1MW [c]
> 1MW [d]
> 1MW (Carport)
Grid Connected
Greenfield [d]
Brownfield (SST)
Community (50/50 Resi-C&I)
Ground-Mount (Landfill)
Rooftop (Multi-Family)
Carport

Levelized TREC
Market
Staff
Need
Proposal [b]

Current NJCEP
Pipeline (MW) [a]
100

$

125 $

69

189
172
n/a

$
$
$

150 $
125 $
170 $

152
70
152

81
87

$
$

145 $
155 $

75
149

75 [e]

$
$
$

110 $
170 $
215 $

128
128
128

Key
Within 5%
Within 20%
Over 20%

[a] Based on NJCEP Pipeline as of August 31, 2019
[b] From pg. 17 of the Cadmus addendum to the Staff Transition Straw Proposal
[c] CEV Modeled as rooftop project
[d] CEV modeled as a ground-mounted project
[e] Reflective of the BPU pilot program (75MW per year for 3-years)

The Table indicates that preferred siting categories including commercial net-metered rooftop
projects, landfills and large-scale community solar projects are adequately compensated under the
Proposal. However, there are shortfalls in many key market segments discussed below, that could
potentially strand an estimated 350 MWs of approved projects, an outcome not consistent with the
state’s clean energy goals.
•

Residential Project Incentive Shortfall. Residential projects need a TREC of $125 as
compared to the $69 in the Proposal. At Staff’s proposed incentives, we estimate the
residential market would contract by about 75 percent, or 75 MW, limiting the market to
select EDC territories with the highest retail electric rates, and to wealthier homeowners who
could afford lower solar savings.

•

Large Commercial (Ground-Mounted) Project Shortfall. Large commercial groundmounted projects also need a TREC of $125, compared to the $70 in the proposal. Staff’s
proposal would restrict market participation for schools, municipalities and businesses who
wish to put solar on their property but lack enough roof capacity to do so. Differentials in
installation cost and expected solar output do not justify an incentive for rooftop C&I projects
($152), which is more than double that for ground-mounted projects ($75). Based on the
current pipeline, there are 170 MWs of commercial net metered projects > 1 MW. A large
percentage of these projects are likely ground mounted, and based on the current incentive
proposal, would be deemed un-financeable.
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•

Ground-Mounted Grid Project Shortfall. Ground-mounted grid projects, including Section
R projects supported by the Clean Energy Act, need a TREC of $145, as compared to the $75
in the Proposal. To CEV’s knowledge all 80 MW of these grid projects in the pipeline are
ground-mounted, and would be forced to cancel at the proposed incentives. These approved
projects have been developed at significant cost, are likely to be under construction, most atrisk among projects in the pipeline of not being completed when the legacy market is closed,
resulting dire financial consequences at the proposed transition incentives.

We believe a number of the assumptions used by the consultant need to be revisited in order to
address the gaps in incentive levels:
1) Projects should be modeled at 26 percent ITC, not 30 percent. Residential and small
commercial projects are not able to efficiently track and safe harbor costs due to their lack of
economies of scale. Given the uncertainties around the transitional program and the quickly
approaching December 31, 2019 deadline, larger projects have likely missed their window to
safe harbor as well.
2) Actual historic solar production data, not PV Watts estimates, should be the basis for
modeling expected solar output. As indicated in Appendix Table 3, the current
assumptions modeled by the consultant overstates solar production by 10 to 15 percent on
average across the market segments.
3) In the residential sector:
•

Incentives should not be reduced due to existing net metering laws. Net metering
is not limited to residential projects, and community solar customers receive the same
effective retail rate credits. The comprehensive discussion of net metering, value of
solar and possible net metering successors, is well beyond the scope of the transition
program and should not influence the proposed incentives.

•

The consultant’s assumption that energy can be priced at a 15 percent discount to
retail rate with a 2 percent escalator is not a compelling value proposition to
customers. As indicated by EIA, residential rates in New Jersey have been flat for the
past ten years 1, and unless the initial energy year discount is significant enough,
escalators will result in the cost of solar exceeding that of conventional power. With
over 8,000 customers under management, CEV believes that budget certainty with
discounts in excess of 15 percent are required to sustain customer adoption and grow
the solar market, and incentives should be modeled accordingly. Most importantly,
these savings are going directly to customers who are ratepayers, not to investors.

4) As indicated in Table 2 of the Appendix, in the commercial net-metered sector, the
installation cost assumptions used by the consultants are about 20-30 percent below
what CEV believes are realistic based on its experience.
5) Concerning the grid projects:

1

CleanTechnica, “Do Solar Salespeople Oversell Savings”, Sept 9, 2019. Retail price data references US EIA.
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•

CEV does not agree that capacity payments should be included as a revenue
source. As a result of the intermittent nature of renewables, and PJM’s onerous rules
and penalties for non-performance, most solar assets no longer participate in this
market. It should also be noted that PJM members are carefully monitoring new
FERC regulations that could all but eliminate the participation of renewable projects.

•

Any policy preferences to limit ground-mounted, greenfield grid projects should
be deferred until the successor program. 100 MWs of Subsection-R grid projects
were provided for in the Clean Energy Act, and the BPU ordered staff to proceed
with approving these projects under conditions outlined in a March 2019 Board
Order. There are 60 MWs of Subsection-R projects in the pipeline. The large projects
involve long construction times, and could be severely impaired if these are not
completed when the legacy market closes, and the transition incentives are
insufficient.

6) Level of incentives in Community Solar are insufficient to support master-metered
LMI customers. We also note that in community solar, the $128 incentive supports projects
with a mix of 50 percent commercial and residential LMI customers. According to CEV
estimates, these incentives would be insufficient to support master-metered projects in which
solar pricing is benchmarked off lower commercial rates.

There are a number of other important, but less mission critical issues to be pointed out as well:
•

An “LMI” market segment is presented in the consultant’s charts with a $144 TREC
value. It is not clear what how this market segment relates to community solar or
residential market segments.

•

CEV has active interest in floating solar mounted installations, sited on bodies of
water, which are emerging as technically and economically viable, and is being
approved by New Jersey Department of Environmental Protection. As emerging
projects, we recommend that these be included in the Preferred Siting category.

As a final comment, CEV continues to believe that the solar transition goals of protecting investor
value, supporting long-term solar growth and complying with the cost caps are not incompatible.
We appreciate the work done to date by the solar consultants, who have identified additional
headroom in the caps beyond the simple 9 percent and 7 percent of retail revenue.
More work remains to be done to align the caps with the need to sustain long-term solar growth to
meet the clean energy goals of the state. CEV believes there are numerous administrative procedures
the BPU could employ to achieve compliance with the cost caps including prioritizing in-state
resources consistent with the direction in the Energy Master Plan during the kink period, banking and
borrowing cap surpluses and deficits from year to year, and crediting value from solar against costs
consistent with benefits recognized in other state programs. There are numerous other approaches
which could be explored as well, and that with further engagement, both policymakers and
stakeholders who are committed to a clean energy future can find practical solutions.
CEV appreciates the opportunity to provide these comments and welcomes the opportunity to discuss
these comments further with Staff and stakeholders. Given the vital importance of this matter to the
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future of the New Jersey solar industry, we recommend that after Staff has reviewed and considered
the comments that Staff responses be provided and a revised version be released for final review and
comment.
Sincerely,

Larry Barth
Director, Corporate Strategy

CC:

Mark Valori, Vice President, NJR Clean Energy Ventures
Chris Savastano, Managing Director – Development, NJR Clean Energy Ventures

Appendix: Incentive Assumptions and Analysis
Table 1 below provides CEV’s assumptions for each market segment for modeling new project
TREC needs. The market segments reflect the major categories in the NJCEP pipeline report, and
our judgement about the typical projects for each category.
Project sizes were based on historical New Jersey averages from the NJCEP. Installation costs
reflect full costs including development and interconnection; and assume prevailing wage on all
projects.
Annual production is based on best available technology applied to New Jersey projects. Energy
rates assumed for net metered customers reflect experience in discounts necessary to motivate
customers to proceed with projects.
Assumptions do not reflect a best-in-class, least cost project. In the State’s first attempt at
development and application of factorization, in a transition program, it was applied to projects
already developed and approved, and with aggressive renewable energy goals, we believe the
transition program design should seek to accommodate a diversity of projects.
Table 1: CEV Incentive Modeling Assumptions
Project Type
Residential/Small Commercial
Residential & < 100kW C&I
Commercial & Industrial
100kW - 1MW
> 1MW
> 1MW (Carport)
Grid Connected
Greenfield
Brownfield (SST)
Rooftop
Community
Ground-Mount (Landfill)
Rooftop (Multi-Family)
Carport

Project Size Install Cost
(kW)
($/watt)

Energy Rate
($/kWh)

Prop. Tax
($/MW-year)

O&M
($/kW)

Rental PMT
($/MW-year)

CustMgmt
($/kWh)

Insurance
(%-EPC)

10

$2.95

$0.100

-

-

-

-

-

400
2,500
1,000

$2.85
$2.40
$3.35

$0.065
$0.065
$0.085

$7,000
$7,000
$3,500

$14.25
$14.25
$16.00

$10,000
-

-

0.15%

10,000
10,000
5,000

$1.95
$2.10
$2.05

$0.035

$7,000
$7,000
-

$11.60
$11.60
$9.60

$30,000
$30,000
$15,000

-

0.15%

5,000
400
1,000

$2.40
$3.15
$3.65

Full MM: $0.054
50/50: $0.098

$7,000

$9.60

$6,250

$0.025

0.15%

ITC-%

26%

According to the latest Lawrence Berkley National Laboratory (Tracking the Sun 2019), industry
costs surveyed for New Jersey at $3.61/watt exceed our assumptions. NREL’s most recent U.S.
Solar Photovoltaic System Cost Benchmark: Q1 2018 for New Jersey, which indicates a $2.80
install cost, are below our assumptions. It should be noted NREL questions the validity of some
of their survey data.
Both LBNL and NREL’s commercial project assumptions are difficult to benchmark, LBNL uses
100 kW as the breakpoint between small and large commercial net metered projects in
comparison to our 1 MW. NREL assumes a 100 MW grid scale project in New Jersey which is
5-20X the typical grid project size, and not a reasonable comparison in the most densely
populated state in the US, with land constraints and increasing interconnection constraints.

CEV also believes, in agreement with many industry comments, that the installation costs for
commercial projects assumed in the proposal are 10-30 percent below current New Jersey market
conditions. Table 2 highlights these discrepancies:
Table 2: Comparison of Installation Costs ($/watt)
Project Type
Residential/Small Commercial
Residential & < 100kW C&I
Commercial & Industrial
100kW - 1MW
> 1MW
> 1MW (Carport)
Grid Connected
Greenfield
Brownfield (SST)
Community
Ground-Mount (Landfill)
Rooftop (Multi-Family)
Carport

NJR

Consultant

Variance (%)

$2.95

$3.33

13%

$2.85
$2.40
$3.35

$2.01
$1.97
$2.72

-29%
-18%
-19%

$1.95
$2.10

$2.00
$2.29

3%
9%

$2.40
$3.15
$3.65

$2.40
$2.12
$2.89

0%
-33%
-21%

Regarding annual output performance assumptions (as indicated in Table 3), we believe the
consultant’s assumptions are well above what can be expected from a typical New Jersey project
with the current state of technology, with annual performance degradation, and New Jersey
weather conditions. In energy year 2019 for example, CEV estimates that based on tracking of
SRECs issued from GATs, the annual production factor for this year will be approximately 1,100
kWh/kW.
Table 3: Comparison of Annual Expected Solar Production (kWh/kW)
Project Type
Residential/Small Commercial
Residential & < 100kW C&I
Commercial & Industrial
100kW - 1MW
> 1MW
> 1MW (Carport)
Grid Connected
Greenfield
Brownfield (SST)
Community
Ground-Mount (Landfill)
Rooftop (Multi-Family)
Carport

PJM

Consultant

Variance (%)

1,136

1,275

12%

1,115
1,237
1,237

1,349
1,393
1,349

21%
13%
9%

1,237
1,237

1,393
1,367

13%
10%

1,237
1,115
1,237

1,393
1,349
1,349

13%
21%
9%

Comments of the New Jersey Solar Energy Coalition on the New Jersey Solar Transition
2019/2020 Transition Incentive Staff Straw Proposal
For Submittal October 18, 2019
The New Jersey Solar Energy Coalition respectfully submits comments in the above referenced
matter, and appreciates the opportunity to participate in in the formulation of this important
public policy. We also commend the Board staff for their hard work in developing the proposed
straw proposal, and the opportunity that the industry has been provided to engage in meaningful
dialogue at the many stakeholder events that were scheduled. Clearly, the financial,
employment, and programmatic impacts associated with this specific policy development has
been closely observed by a growing universe of stakeholders that now include 112,000 New
Jersey residential and commercial solar installations, 7000 industry employees and investors who
have committed over $10 billion in helping to drive the success of New Jersey’s solar program
over the past decade.
Overarching Comments
Overall, the changes contemplated in the Board staff "revised" straw continue to represent
significant policy changes that when taken together will reshape and significantly alter the New
Jersey's solar development landscape. While the stated goal of the Board staff "revised" straw
of maintaining a healthy solar industry is shared by the industry, the incentive levels,
particularly those associated with residential rooftop installations, and ground mounted
commercial and industrial installations unfortunately continue to remain insufficient to
maintain the current levels of employment. As has been posited in testimony by our members,
the incentive levels offered in the staff "revised" straw remain below those in competitively
similar cost circumstances in neighboring states. We expect employment losses in the current
residential/commercial workforce should these incentive levels be adopted. While we do not
believe that it is this administration's and the Board's policy to reduce the number of rooftop
residential and commercial ground mounted installations in New Jersey going forward, the
incentives provided, while clearly a lot closer to what is needed, will simply not support
anywhere near the current level of development activity in these sectors.
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The exercise of accurately modeling solar installation costs can never be achieved with any
degree of precision. Clearly, over the course of the last six weeks many cost assumption areas
posited by the Board's consultants have been called into question by the industry indicating a
wide divergence of data. Again, the time available to reconcile these differences has been
limited, and the opportunity to work with the consultant to reconcile these assumptions in
detail did not materialize. Therefore, at the end of the day the solar development community
can only offer Board staff their best estimate of the minimum incentive level required to
maintain the current employment levels and build rate by sector. At the outset, we assumed
that the goal of this entire exercise was to simply to create a transition “framework” to a
successor policy, and that the Board would not want transitory policies to significantly impact
the industry and employment levels that New Jersey has spent 10-years investing in its
creation.
We have again provided the factorization and alternative compliance payment levels necessary
to maintain the current workforce. However, if the Board staff chooses to continue to advance
these insufficient levels of incentives, there will be employment consequences. Based upon the
current straw proposal, we believe that as much as half of the current pipeline projects will be
abandoned, along with employment reductions attendant with that level of project
abandonment.
We would also like to express our great concern with the proposed handling of the "kink years"
particularly in view of the fact that this proposed policy would severely distort investor
expectations. It is well known, that SREC prices are both at the highest and most stable levels
during the first three-years of eligibility (the current hedge market continues to reflect this
fact). This, obviously, is the result of the market fully understanding its compliance obligations
over the ensuing three-year BGS auction’s resulting requirements. SREC values are traditionally
far lower, if valued at all with any significant liquidity, in the ensuing eligibility years. The Board
staff straw severely undervalues the first three years of eligibility in energy years 2021 through
2023, as a means of staying under the 7% cost limit. This proposal will, therefore, create
additional risk in the minds of investors driving financing costs higher further impacting solar
development and employment. As a matter fact, we are not at all certain that the investment
community will not simply walk away to seek other more rational markets in other states
during this period.
While we do understand the 7% statutory cost limit requirement, we think that the Board could
interpret this cost limit as the requirement to maintain at or below 7% as an average over a
reasonable period of five or six years. This "banking" mechanism would be very similar to the
12-month "look back" that the Board recently invoked to establish an average value for the
5.1% market closure rulemaking. This "banking" interpretation of the law appears to be within
the authority and jurisdiction of the Board, and, in our opinion, best represents the cost
containment policy goals envisioned by both the legislature and this administration in the law.
We do not believe that either the legislature or this administration was cognizant of advancing
policy goals of cost-containment that would drive drastic industry employment and solar
development impacts. As a result, we plan to petition the legislature to revisit the cost cap in
2

the coming lame duck-session with a “technical” definition modification that will maintain the
9% and 7% cost containment principles, but permit a more creative way to avoid this
unintended dysfunctional result. Over the course of the past two energy years, the level of
ratepayer contribution to New Jersey solar program has been about $480 million under the 9%
cost limit. Clearly, if that headroom could be banked and used against the "kink year" aggregate
deficit of $320 million, there would be no need to treat incentive payments in energy years
2022, 2023, and 2024 any differently than the years remaining to the final 12 years of eligibility.
When considered in this more holistic approach the 9% and 7% caps would not be breached.
In conclusion, the cost data and incentive recommendations presented by the industry represent
about a 50% reduction in the cost of the current compliance program. We have posited with full
disclosure and transparency all of our data, methodology, and calculations. There is no
information that we are not readily willing to provide, and defend, and no lack of willingness to
sit down with staff and the consultants at any time to go through this information in great detail.
We believe that our recommendations represent a good faith effort to reduce the cost of this
program to the extent possible without significantly reducing employment or upending New
Jersey's solar program. In the coming months, as we turn our attention to policies associated with
a successor program, many of the issues raised in the questions below can be fully vetted and
studied in terms of the likely resulting impacts. It would, therefore, seem imprudent at this time
to force major policy changes particularly for a closed universe of projects that have already been
priced and in many cases are under contractual obligations with vastly different incentive
expectations. The transition policies contemplated should be a bridge to a successor program
that is based more fundamentally upon making good interim policy choices and not consumed
with strictly meeting ill thought out cost caps that will result in unintended consequences
undermining the entire program, and potentially resulting in a significant exodus of the industry
from New Jersey.

Questions to Stakeholders
General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition
Incentive design?
See above.

2) What are the advantages and challenges to the two approaches; a fixed price TREC and
a market based TREC?
The concept of the creation of a "fixed-price TREC," would in our view appear to require more
than just a majority vote of the Commissioners. Over the course of a 15-year eligibility period,
many exogenous circumstances will change dramatically. For example, the cost of electric
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energy may change significantly due to future tax policies aimed at reducing the use of fossil
fuels. This "carbon tax" would likely result in for higher revenues received by projects, and call
into question the necessity of the current level of the fixed price of the TREC. Should this
circumstance occur, and we do expect that it will, it will likely be followed by a reopening of the
fixed-price TREC in order to make adjustments to best reflect this additional revenue resource.
We believe that a fixed-price TREC will likely be traded at a discount in some subordinate assetbacked security market to reflect these "risk-based" changes in circumstance. If, however, the
legislature and administration would agree to create a non-by passable wires charge that would
be irrevocable, we believe that these costs could be refinanced by the ratepayers at AAA bond
rating level (without state credit support) resulting in a very significant reduction in the current
cost of the solar program. When extended to include both transition costs and the legacy project
obligations the overall cost of energy in New Jersey could drop by nearly 7%. We have advanced
this option as a desirable and cost-effective method and hope that this proposal can receive due
consideration in the coming months.

3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the
closure of the SREC market to new entrants?
No, at the proposed levels of incentives we think a great number of projects will be scuttled as
the incentives are insufficient to support the financial needs of these projects.
4) How can the Board most accurately predict the amount of capacity expected to be in the
SRP pipeline at the time the 5.1% Milestone is hit? During what timeframe in the
transition process, would a final determination of the size of the pipeline of eligible
projects be required? Should there be a true-up?
No, see answer #3; we would expect that if the current incentives for the transition are adopted, a
number of projects in the pipeline that have no hope of making the 5.1% closure date and will be
scuttled.

Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after
October 29, 2018, and 2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attained.
All projects that have a complete SRP application but have not yet commenced commercial
operation upon the determination that the 5.1% milestone has been reached should be eligible for the
transition program.
6) Should the Board cease accepting new registrations to the SREC Registration Program,
and begin only accepting registrations to a new Transition Incentive cluster?
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No, the Board should not change his current policy of continuing to accept new
registrations into the SREC registration program until the determination that 5.1%
milestone has been achieved.
Terms for each TREC
7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
While the risk premium associated with a 10-year term would be lower than that of a 15-year
term, the advantages of reducing the cost to ratepayers over an extended term is an important
factor to consider particularly in view of the 7% cost limit. The most important issue however is
that whatever term is selected that the appropriate incentive levels are also chosen in order to
provide the funding necessary to support projects on a go forward basis with the existing level of
employees and resources.
Value of a TREC
8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and
why?
The TI-ACP levels associated with each valuation option need to be considered along with the
factoring levels for each market segment. The TI-ACP levels and factors need to yield the
minimum levels of incentives required by the industry in order to maintain the current level of
employment.
9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22
and EY23 and increases thereafter, keeping in mind the statutory cost cap the program
must operate under.
This issue was addressed in the overarching comments above. There are clearly creative ways
that can achieve the mandatory cost-containment levels without significantly increasing investor
risk during the three energy years; 2021, 2022, and 2023. We have not had the opportunity to
discuss the implications of this proposal with investors. It is also likely that the investment
community may simply choose to sit on the sidelines during this three-year period potentially
coming back to the market after the "kink year" problem has been resolved.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price
mechanism for the TREC market? What factors should Staff consider in recommending
how a purchase price is established?
The concept of having a floor price will do nothing to either shore up investor confidence or
maintain current levels of employment. If, however, a floor price was established at or very near
the minimum incentive levels that the industry requires to maintain current employment levels,
the idea may have some merit Inasmuch as it could represent a fixed cost option for LSE
compliance.

5

11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
If the above conditions in question #10 could be met, that program should commence
immediately at the beginning of the transition.
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
No, unless it were set at or near the minimum value required to maintain the existing workforce.
Factorization of TRECs
13) Do you agree with the proposed categories of factors? Why or why not?
In the context of a transition program the categories are marginally workable. However, as
successor program we would think that there would be a need for greater differentiation.
14) Please address the financial incentive levels for each of the four project types.
As has been sharply observed, the 15-year fixed price value proposed for 25 kW systems and
below is off the mark by more than 30% when “kink year” values are included and would
significantly reduce the number of employees involved in this market segment. This sector
represents about 35% to 40% of the capacity installed and likely near that percentage in terms
of 7000 employees currently working under this program. The evisceration of this market
segment would also undermine the state's efforts to deploy renewable resources in a distributed
fashion close to the load creating the maximum grid benefits. We also find the factors for large
commercial net metered ground mounted projects to also be low by about 35%. We cannot
understand the vast differences in revised factors provided associated with large net metered
projects on rooftops being double that of ground mounted systems. There seems no justification
for over incenting large rooftop systems, while shorting large ground mounted systems by 35%,
there are simply no cost or revenue differences that would support those stark differences in
proposed incentives. Community solar projects on carports are also low by approximately 20%.
These calculations are based upon blended member averages and comport closely to those
factors generated by others in the solar community.

15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
Last Friday, October 11, 2019 at the Board staff's stakeholder meeting with the Board's
consultant a great number of issues were raised associated with substantial differences between
the industry's data and calculations and those of the consultant.
These differences are most obvious in the following areas:
• The level of discount offered to customers in their power purchase agreement rates. The
consultant continued to apply a 15% discount against the PSE&G retail rates. The
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•
•

•
•

industry observed that the level of discounting was normally significantly higher the 15%
and varied across market segments. Inasmuch as the Board staff already has the detail
of the power purchase agreements as part of the SRP application process this
information should be readily available for their use to concluding that actual data reflects
far higher levels of discounting.
o Customer discounting also needs to be flexible. These markets are not “one size
fits all,” and many projects require significant discount packages, higher
escalation rates and other contractual tradeoffs that are project unique and cannot
be easily replicated for modeling purposes. New Jersey already has 3 GWs of
installed solar capacity, marketing is becoming more difficult and customer
expectations are far more varied.
The energy escalator also leads to far higher levels of energy value than is expected by the
industry entering into these agreements. This also skews the data significantly.
The consultant also relied upon historical data for the 50% average cost to build in each
market segment. It was observed that this historical data was not an accurate reflection of
the future cost to build in each of the segments inasmuch as the "low hanging fruit" has
already been mined by the industry and future projects are more likely to be of higher
cost then the historical data would support.
The consultant also used production estimates that were significantly higher than actual
documented solar production. This also serves to skew the data toward lower incentive
levels than are necessary to support projects.
While there were many other issues discussed at this stakeholder meeting, there are
simply no dependable conclusions that can be drawn in comparing a “snapshot” model
based upon a myriad of assailable assumptions to the real world, known cost
circumstances of actually running a solar business in New Jersey.

Unfortunately, the modeling process relies heavily upon many unreliable and somewhat
subjective assumptions, and yet seems to be the driving force for policy decisions that will
significantly impact future employment levels.

Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e.
having the compliance entities be 1) Third Party Electric Suppliers and Basic Generation
Service Providers, or 2) the Electric Distribution Companies.
As we observed at the first stakeholder meeting held regarding the issue of compliance entities,
our state's EDC's are not anxious to assume this role. We also at this time have no idea of the
administrative costs associated with this added ratepayer expense as will need to be recovered
by these entities. The current system it is well understood, works well, and should be continued
at a minimum for the transition program period. The transition program simply does not need to
introduce yet another additional layer of complication that can be far better vetted in the
successor program discussions.

17) Which of the two options is preferable for the Transition Incentive?

7

This added complication it is completely unnecessary for the transition program and would add
little or no value to the resulting ratepayer expenses.

18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the
compliance entity, while a market-based price for TRECs lends itself to the TPS/BGS
providers serving as the compliance entity.
No, until the EDC costs to provide this service can be better understood and compared to the
cost of administering the current program which works and are well known, there is simply no
basis to come to any conclusion in this regard.

Fred DeSanti, P.E.
Executive Director
New Jersey Solar Energy Coalition
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SREC
Based
Income
Componen

Electricity Based
Income
Component

Investment

Capacity
n Cost

Panatec Corporation
NJ PV Residential Installation Rebates

Installed Capacity DC Watts

9,900

Preliminary Estimate per Watt installed

$2.52

System Contract Cost Including

$24,948

Per Watt NJ Clean Energy Rabate

$0

Cost after Clean Energy Rebate

$24,948

Federal TAX Credit

$7,484

ZERO Out of Pocket/Loan after REBATES

$17,464

KWh Production estimated, KWh/year

13,820

Current Price of Electricity, $/KWh

$0.165

Projected Electric Increase, $/year

1.5%

1st Income Component Electric Costs Offset, every Year

2,280.37

1st Income Component Electric Costs Offset, 25 years

57,009.15

Average SREC rate for 2015 / KWh

$0.23

$0.232nd Income Component 1st year S-REC Credits ($)

$3,178.69

$2.52

30.0%

2017 Copyright Panatec Corporation

2nd Income Component 10-Yr S-REC Credits
3

$31,787

Panatec Corporation
NJ PV Residential Installation Rebates

Electricity

Cash Flow
INCOME

Year

Price
$/Yr S-REC's
($/KWh) Saved
$
Initial Investment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

$0.165
$0.168
$0.176
$0.185
$0.194
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204
$0.204

$2,280
$2,322
$2,432
$2,557
$2,681
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819

2017 Copyright Panatec Corporation

$3,179
$3,179
$3,179
$3,179
$3,179
$3,179
$3,179
$3,179
$3,179
$3,179
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

3

Annual

Cumulative

(17,464)

(17,464)

$5,459
$5,501
$5,611
$5,735
$5,860
$5,998
$5,998
$5,998
$5,998
$5,998
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819
$2,819

-$12,005
-$6,504
-$893
$4,843
$10,702
$16,700
$22,698
$28,697
$34,695
$40,693
$43,512
$46,331
$49,151
$51,970
$54,789
$57,609
$60,428
$63,248
$66,067
$68,886
$71,706
$74,525
$77,344
$80,164
$82,983

Gross
Return %
21.88%
22.05%
22.49%
22.99%
23.49%
24.04%
24.04%
24.04%
24.04%
24.04%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%
11.30%

I have done this form more than 60 customers and this can be doable on mass scale.
I can provide you with the blue prints!
Thanks
Jay

On Thu, Oct 17, 2019 at 1:55 PM Jay Panchal <jaypan18@gmail.com> wrote:
Hello:
With existing SREC program, if benefits are completing trickle down to customer, which my company has been doing for tens of
customers, including all government incentives such as
1. Federal tax breaks
2. SREC Prices
All invested money can be completely recovered in 3 years or less.
Why government wants to kill a roll model of nation type successful program by restructuring?
This will reappoint utility companies as agents and put the control back in their hands which customers have been enjoying now.
I'm attaching a offer which my company has been offering for sample 9.9KW system, it can be easily seen all return can be
achieved in 3 years or less.
Rather it's better to define SREC can only be issued to owner of the houses,
- roofs can't be leased
- system can't be leased

Please review and act on this ASAP.
Thanks
-Jay Panchal
(732) 331-5692
Genius is patience - Sir Isaac Newton

-Jay Panchal
(732) 331-5692
Genius is patience - Sir Isaac Newton

To whom it may concern:

I have run a successful solar EPC since 2009. I have lived through the SREC crash and recovery, the rationing of positions in the program and the
variety of contractors who administered the program during that period. I have seen the direct effects of the SREC crash on my business-my
business nearly folded due to the low value of SRECs. Since the recovery the value of SRECs while lower than before were still at a value that
created enough value for citizens to deploy solar and help meet the states renewable energy goals.

Unfortunately, the "Stray Proposal" will not provide the necessary value needed to induce citizens to deploy solar in nearly the numbers we
currently enjoy and that are necessary to meet the Governors renewable energy goals. Much like what happened during the SREC crash, the loss
of SREC incentive value will force employers like me to lay off workers and potentially close our businesses. Solar in NJ is a vital part of our
economy employing tens of thousands of workers in direct and supporting industries. Many of those workers will lose their jobs and hurt their
families as well.

The SREC value at the moment is adequate to induce citizens to install solar but certainly not at a "get rich" level. While there is a cost to be paid,
it is more than offset by the reduced need to expand generation facilities and related infrastructure. In addition, the reduction in air pollution
and the related health costs need to be factored before deciding what the true value of solar is to the state. If you adopt the "Stray Proposal" as
written with the greatly reduced SREC values, Those benefits will be lost, thousands of workers will lose their jobs and NJ will never reach it's
renewable energy goals.

--

"That men do not learn very much from the lessons of history is the most important of all the lessons that history has to
teach.” Aldous Huxley

Donald Powell LEED AP
Powell Energy and Solar, LLC
4308 Bridgeboro Road
Moorestown, NJ 08057
Donaldgpowell@gmail.com
856-380-0709 ph
856-380-0710 fax
This message contains information which may be confidential and privileged. Unless you are the addressee (or authorized to receive for the
addressee), you may not use, copy or disclose to anyone the message or any information contained in the message. If you have received the
message in error, please advise the sender by reply e-mail, and delete or destroy the message.
Thank you.

Liz Lempert
Mayor
Comments on the Transition Incentive Straw Proposal Draft
Docket No. QO18060646
The Municipality of Princeton
Regarding the New Jersey Community Solar Energy Pilot Program
June 13, 2019

On August 22, 2019, the BPU released the Transition Incentive Staff Straw Proposal and report from
the BPU Staff’s consultant (Cadmus and Sustainable Energy Advantage). The Staff has provided
opportunities to collect public comment through two recent workshops. We are providing the
below comments on the Draft Staff Proposal.
The Municipality of Princeton has a strong interest in Community Solar and in supporting Governor
Murphy’s strong environmental justice policies. Princeton is excited for the opportunity to offer
low-cost solar energy to our low- and moderate-income residents.
The Governor and the BPU’s new Community Solar Energy Pilot Program is intended to place an
emphasis on environmental justice by delivering solar energy and the associated benefits to lowand moderate-income customers. However, contrary to the Governor’s strongly stated policy to
help low- and moderate-income customers participate in the solar market, the proposed
factorization for community solar projects included in the Transition Incentive Straw Proposal
discounts the incentive to community solar projects and therefore reduces the savings to these
customers.
We recommend that low- and moderate-income community solar receive a 1.2 factor to allow the
Governor’s vision to be achieved. Without a fair factorization, customer savings may be
eliminated or reduce to a level which substantially harms participation.
Furthermore, many low- and moderate-income ratepayers live in public housing which have single

Municipality of Princeton, 400 Witherspoon Street, Princeton, NJ 08540 http://www.princetonnj.gov

utility master electricity meters on commercial tariffs. While a 1.2 factorization is needed to
provide significant savings to all LMI customers, the factorization as proposed is particularly
harmful to these customers as the community solar credit is very low for such customers, because,
per the BPU Order, demand charges are not included in the credit calculation. This already
penalizes a large segment of our LMI population that live in public housing with single utility master
meters.
Princeton strongly recommends that the BPU adopt a 1.2 factor for low- and moderate-income
community solar so that New Jersey’s environmental justice goals and the Governor’s Executive
Order can be achieved.
Thank you,
Liz Lempert

Municipality of Princeton, New Jersey 400 Witherspoon Street, Princeton, New Jersey 08540 http://www.princetonnj.gov

Matthew M. Weissman
General State Regulatory Counsel

Law Department
PSEG Services Corporation
80 Park Plaza – T5, Newark, New Jersey 07102-4194
tel: 973-430-7052 fax: 973-430-5983
email: matthew.weissman@pseg.com

October 18, 2019
VIA ELECTRONIC DELIVERY & OVERNIGHT MAIL
Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
44 S. Clinton Avenue, 3rd Floor, Suite 314
P.O. Box 350
Trenton, NJ 08625-0350
Re:

New Jersey Solar Transition – 2019/2020 Transition Incentive Staff Straw Proposal

Dear Ms. 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 2019/2020 Transition Incentive Staff Straw Proposal (“Straw
Proposal” or “TI Straw”), issued with the Notice dated August 22, 2019 and the revised TI Straw issued
with the Notice dated October 3, 2019.
PSEG has a long history of partnering with the state and aligning its interests with those of New Jersey.
Once again, 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.
Achieving this goal, while a necessary effort to address climate change, will be a challenge. In particular,
as the State evaluates the future of solar as a part of its clean energy goals, many obstacles need to be
overcome, including closing the existing SREC program and transitioning the solar market, while ensuring
that the cost burden to customers from the Renewable Portfolio Standard does not exceed the statutory cost
caps in the Clean Energy Act.
We commend the Board for conducting this stakeholder engagement process to determine the best course
of action to close the existing SREC program and put the solar market on a path to a successor program
that cost effectively achieves the State’s clean energy goals. We offer this input in concert with our
comments previously submitted in this Solar Transition proceeding regarding the closure of the existing
SREC program and transitioning the solar market to a successor program, as well as comments in other
related initiatives and proceedings, including the Energy Master Plan that is currently under review.1

We refer in particular to our comments submitted on October 5, 2018 and November 2, 2018 relating to the Board’s
proposed rule to close the existing SREC program upon the attainment of 5.1 percent solar and transition the solar
market, our March 1, 2019 comments on the December 26, 2018 Staff Straw Proposal regarding the solar transition,
and our September 16, 2019 comments on the Energy Master Plan.
1
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SREC Transition and Successor Program Principles, And the Role Of Public Utilities
The Company’s comments on and responses to specific questions set forth in the TI Straw are set forth in
detail below. At the outset, however, for clarity and simplicity, we summarize the SREC Transition and
Successor Program Principles set forth in PSEG’S March 1, 2019 comments to the Board (“March 2019
Comments”), which were submitted in response to the Staff’s December 26, 2018 straw proposal (“Initial
Straw”).
PSEG again commends the BPU for laying out a thoughtful stakeholder process that includes ample time
for working groups and workshops to thoroughly consider the many important steps in the solar program
transition. Further, we support the BPU raising questions to start a dialogue on the future of net metering.
Any SREC successor program should identify all solar subsidies and ensure their transparency.
With this principle in mind, the focus of program design needs to be on determining cost effective
approaches to market-based development, while prioritizing the state’s public policy goals of enabling
strong environmental results and affording fairer and broader access to the benefits of solar, within a system
that is less regressive than the current system. Since solar is still a subsidized technology, the Board should
direct the subsidies to those constituents and communities who need them more, consistent with the
Governor’s emphasis on fairness.
Given that the existing (“Legacy”) SREC program has already come at a significant cost to electric
customers, PSEG remains concerned that the TI Straw, like the Initial Straw, would exclude Pipeline
projects (i.e., those projects that have received SRP registration but have not yet entered into commercial
operation prior to the attainment of the 5.1% transition point) from the Legacy SREC program, and place
those projects into the Transition program. This approach creates a risk that the Legacy SREC market once
closed will be sufficiently constrained to result in high SREC prices that impose unnecessarily high costs
on customers, and in turn threaten the viability and success of the Clean Energy Act by limiting the potential
for future clean energy development.2
As we have also previously noted, the Board’s proposal to consider Pipeline projects as separate and distinct
from the Legacy SREC program is not consistent with the requirements set forth in the Clean Energy Act,
which requires that all solar projects that have obtained an SRP Registration, even those that have not
entered into commercial operation prior to the attainment of the 5.1% trigger, should be grandfathered as
eligible for the Legacy SREC Program. As we have also discussed before, the Board could institute an
SREC floor price or similar mechanism, in order to address any potential concern of an oversupplied market
and to ensure the stability of the legacy SREC market.3
We also would like to reiterate the significant role that public utilities should play in the transitioned solar
market. No entities are better positioned than New Jersey’s utilities to help bring the benefits of solar to
low-middle income constituents. Utilities’ expertise, unique customer relationships, and relatively low cost
of capital can be leveraged by the Board to help the state achieve its clean energy goals most effectively.
We have noted in particular that utilities (especially EDCs) are best positioned to direct solar development
for the greatest public good; for example, utilities can direct solar investment to (1) public entities and
institutions, helping offset these entities’ energy costs and thereby providing budget savings that benefit
taxpayers, and (2) underutilized and underdeveloped land such as landfills and brownfields, optimizing land
use in densely populated areas. Similarly, following the completion of the Community Solar pilot program
under the Clean Energy Act, utilities should be allowed to participate in community solar projects,
2

March 2019 Comments, at 2.

3

Id., at 2-3.
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particularly the LMI segment the EDCs are well-positioned to serve. Simply stated, utilities can offer
equitable, effective and economic means to provide universal access to solar, enabling all NJ households to
participate and benefit, not just those with the means to pay for solar.4
Finally, as an alternative to creating any solar “transition” program, PSEG suggested that the Board develop
a successor program based on the competitive procurement of SRECs (similar to the NYSERDA’s
Renewable Energy Standard Request for Proposals model), with established MW targets per annual auction.
In order to direct benefits of the program to projects with the highest societal benefit and emphasize
environmental justice, PSEG has proposed that a carve-out of program capacity be made to public entities,
schools, municipalities, landfills, and other targeted entities.5

The 2019/2020 Transition Incentive Staff Straw Proposal
In the event that the Board chooses to implement the Transition Incentive credit (“TREC”) as proposed in
the TI Straw, PSEG has the following comments.
PSEG recommends that customers should be eligible for the TREC incentive under the Staff proposed
“Option 1”, that is, if they (1) filed a complete SRP Registration or received conditional certification from
the Board after October 29, 2018, and (2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attainted.6 The proposed Option 2 (to close the SREC
Registration Program to new registrants and immediately initiate a Transition Incentive registration
pipeline) limits customer choice by forcing customers into the transition program even if they complete
their solar facility prior to achievement of the 5.1% milestone.
PSEG also recommends that the obligation to satisfy the portfolio standard associated with TRECs should
be on the electric load serving entities (“LSEs”), consistent with the existing SREC system and with the
relevant statutory language.7 Shifting the obligation to EDCs and creating a brand new compliance
mechanism for the transition program, which is of limited duration, would introduce new rules and
processes that would only add to the confusion of this very limited market construct to all market
participants. With a pipeline that could exceed 10,000 Transition Incentive-eligible projects, the
administrative burden associated with having EDCs procure TRECs would be significant, and costly. It
would be far more efficient and straightforward to leverage the existing SREC market rules, process and
infrastructure, including producers, financiers, and aggregators, to satisfy the very limited TREC program.
Moreover, maintaining the compliance obligation on the LSEs is the only way to implement the new solar
purchase obligations represented by the TRECs in a manner that will “promote competition in the electricity
supply industry.”8 While we agree that the fixed capacity and obligation does lower the level of
competition, we do not believe it eliminates it altogether. Project owners in the transition program queue
will still face the decision whether to complete their projects, supply will still vary due to factors such as
weather, system degradation and equipment maintenance issues, and the three year life of the TREC will
still allow for strategic planning regarding the sale and purchase of TRECs during the energy year. Further,

4

Id., at 3-4.

5

Id., at 4.

6

TI Straw, at 4 of 11.

7

See, e.g., N.J.S.A. 48:3-87.d.(3)
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LSEs will still face the same competitive pressure to procure TRECs at the lowest possible price in order
to lower costs to customers and maintain margins.
TRECs should be established and valued in a manner that results in costs that are as low as possible for
customers, while ensuring a fair competitive environment to market participants. The mechanism should
be clear and simple to understand for all stakeholders and encourage market stability by providing clear,
long-term signals to market participants over the term of the transition program.
With the TREC obligation on the State’s load serving entities, PSEG proposes that the Board select a ceiling
price (the TI-ACP) and a floor price schedule that provides a reasonable price range within which
participants can compete. The floor price would be implemented by designating the state’s EDCs as
“Buyers of Last Resort”, backstopping the market by procuring any TRECs that remain unretired at the end
of their banking eligibility, if and when TREC supply is greater than TREC demand (meaning all LSEs
have retired TRECs rather than pay the SACP) and recovering the costs therefor from all customers through
a non-bypassable charge that would be established under the Board’s authority.
In establishing the floor and ceiling prices, the Board should take into account its understanding of current
installation costs, the revenues to be generated by different types of solar facilities, and the factorization
that will be discussed next. The floor price should reflect the cost of the lowest cost projects, and be
sufficient to support those projects. The ceiling price, or TI-ACP, should reflect the Board’s understanding
of higher cost project economics and the ratepayer cost caps. With regard to maintaining the total program
costs within the level of the statutory cost caps, the Board should also consider that the Clean Energy Act
specifically requires that the SREC transition be conducted in a manner that “continuously reduce[s], where
feasible, the cost of achieving the solar energy goals” of the Act.9
We also recommend that the ACP schedule should be flat over the TREC life of the projects. We believe
that having an ACP schedule with a very significant “post kink” increase as in the ACP proposed in the TI
Straw may likely result in uneconomic withholding of TRECs, which will artificially drive up prices. The
ACP schedule should not encourage or reward this behavior. We also believe the ACP schedule should be
lower than the levels proposed in the TI Straw; the Transition Incentive should be lower than the Legacy
SACP value, commensurate with the lower project costs realized since inception of the solar RPS.
The Board should establish a demand obligation schedule that will align with the projected supply of solar
capacity in the transition program, taking into account the anticipated number and capacity of installations,
the performance of those installations, and the withholding behavior of TREC owners. PSEG recommends
that the full demand obligation schedule be established after the Legacy SREC market closes, and that this
obligation be applied to the LSEs in the next energy year after the first BGS auction that takes place after
the market closes. For example, if the Legacy SREC market closes in September 2020 as currently
projected, the demand obligation would be imposed on the BGS LSEs for the February 2021 auction
reflecting supply commitments beginning in June 2021 for the 21/22 Energy Year. We do not recommend
that the Board adjust this obligation at any time, as suggested in the TI Straw proposal. This would
contribute to market volatility, increase costs to customers, and be in direct conflict with the exemption
provisions of the Clean Energy Act for existing supply contracts. The Board should do the best job it can
in determining the demand obligation, knowing that no matter what, you will not be able to get it exactly
right, even if the Board waits until after the market is closed, as recommended. The Board cannot know
with certainty how many projects will fall out of the pipeline and never be completed, it will not know the
pace at which the pipeline will go into commercial operation, or even how much energy these facilities will
produce in any given year.

9

Id.
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Regardless of the method used to establish the new incremental obligation on LSEs, the Board should
continue to grandfather existing BGS LSE obligations consistent with the methodology established in the
December 28, 2018 order under Dockets ER18040356 and EO 18111250.
If the Board feels that this approach on setting the demand obligation is not adequate, the Board could
consider a mechanism to establish trading fungibility between the TREC, Legacy, and any potential
successor SREC market. PSEG would welcome the opportunity to discuss with the Board and other
stakeholders how such a mechanism could create market efficiencies, provide SREC price support, and
lower ratepayer costs.
With regard to the factoring proposal in the TI Straw, PSEG agrees that factorization makes sense because
“it targets the size of the subsidy to the cost of constructing each type of facility, while also considering
the regulatory framework in which each project operates (i.e., the retail or wholesale value of the electricity
produced . . .).”10 However, PSEG believes that the category of net metered projects less than 25 kW should
be modified to include all residential projects, regardless of size. The net metering subsidy is most
advantageous to residential customers due to the volumetric rate design of the residential rate class. There
is no economic or policy rationale for providing a more valuable TREC (that is, one with a higher “factor”)
to residential customers who install solar systems above 25 kW. And the Board should be aware that there
are in fact residential projects above the 25 kW limit; the July pipeline reports indicates 117 residential
projects above 25 kW currently under development.
Finally, as indicated by PSEG and others at the stakeholder proceeding on September 4, 2019, the TI Straw
factorization proposal requires clarification regarding projects that do not appear to be addressed. For
example:


Would a grid supplied project that has both carport and ground mounted solar facilities receive a
multiplier of 1 (as a grid supplied carport), or 0.5 (as a ground-mounted, grid supplied project), or
a weighted ratio of the two depending on the sizing of each? PSEG recommends that the Board
select the factor for the project type that is largest of the two. Having a project-unique factor will
complicate the sale of TRECs generated by this facility.



Consider a net-metered carport or rooftop project above 25kW. It does not appear it would receive
0.5 since it is not ground mounted; it would not receive 1.0 since it is not grid supplied; since it is
larger than 25 KW, it would not receive 05. Where would this project fall?
***

Once again, PSEG commends the Board for conducting this comprehensive stakeholder proceeding and
appreciates the opportunity to submit comments in response to TI Straw. We look forward to continuing
to work with the Board and all stakeholders on these important initiatives to cost-effectively achieve the
Governor’s and the Legislature’s clean energy goals. We thank the Board for its consideration of our
submission.
Respectfully submitted,

Matthew M. Weissman
PSEG Services Corporation
10
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October 18, 2019
New Jersey Board of Public Utilities
44 S Clinton Ave
Trenton, NJ 08625

To Whom It May Concern:
I am writing today about my concerns for the Boards upcoming order on changing the current SREC market.
There are several issues I foresee if the Board continues with the current proposal.
The first issue lies in the TRECs for residential installations in the “Kink Years” being far too low. While I
understand the 7% cap being in place to protect consumers, the whole picture is not being looked at. We
have been below cap for several years, and have therefore created a “savings” which are not currently being
considered to offset the years where the cap may be met or exceeded, such as the Kink Years. If we were able
to use that built up funding, we could eliminate or significantly reduce the overage which are creating the Kink
Years issue, allowing the TRECs to be more in line with current values.
Along the lines of the undervalued TRECs, I would also like you to consider the negative impact of the
extremely low factor for residential installations. Particularly in residential sales, where the cost to consumers
is far greater than in commercial or non-profit situations, the need for subsidies is so much greater. By using a
factor that nearly halves the value of the TREC, it will crush the ability for the average homeowner to
effectively afford solar.
By taking away the homeowner’s ability to afford solar, you will also be crushing a large portion of the industry
of their livelihood. About 60% of New Jersey’s solar market is based in residential sales and installation. The
company I work with, a family owned, local business, currently employs more than 25 individuals. Your
decisions will directly affect our ability to provide for our community and our families.
I am getting close to retirement, and the current proposed changes would severely impede my ability to retire.
There is no way I can make the jump to retirement with the reduced income I will earn after the changes take
effect.
I implore you to take all of these factors into consideration before making your final order to change the
current SREC market.

Sincerely,

William McGowan III
RCL Enterprises, Solar Specialist
29 Alloway Friesburg Rd
Alloway, NJ 08001

New Jersey Solar Transition
Revised 2019/2020 Transition Incentive Staff Straw Proposal of October 3, 2019
Rockland Electric Company Comments
Rockland Electric Company (“RECO” or the “Company”) submits these additional comments1
on the New Jersey Board of Public Utilities’ (“Board”) Revised 2019/2020 Transition Incentive
Staff Straw Proposal (“TI Straw Proposal”) dated October 3, 2019. RECO appreciates the
substantial amount of work Board Staff and the Board’s consultants have put into developing the
TI Straw Proposal and efforts to solicit feedback from all stakeholders. This program is focused
on providing a transition for those projects in the pipeline that will miss qualifying for the legacy
solar renewable energy certificate (“SREC”) program.
As acknowledged by many stakeholders, the cost of the Legacy SREC program is excessive and
any subsequent program needs to result in a lower cost impact to customers. This includes
adhering to the Clean Energy Act’s cost cap, put in place to limit the bill impacts to customers
for funding the Class I Renewable Portfolio Standard (“RPS”) program. As RECO has stated in
its various filings before the Board regarding Clean Energy Act initiatives, customers will be
paying for a number of additional clean energy programs beyond the Class I RPS and it is
therefore imperative that the Board adhere to the cost cap. RECO continues to recommend that
in order to minimize the cost impact to customers for the Class I RPS program and truly reflect
the bill impact to customers, the “total paid for electricity” used to calculate the cost cap should
be valued as the cost of electricity supply plus the cost of delivery charges reflected on
customers’ bills.
RECO also offers the following responses to the questions to stakeholders:
General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition
Incentive design?
Overall, the Company prefers a competitive market for renewable energy incentives for three
reasons: (1) ease of implementation given that the legacy SREC program is market based,
(2) market based pricing is more transparent than a fixed price option, and (3) the SREC
Successor Program should be market based and having a fixed price program for the transition
may unintentionally limit the options for the SREC Successor Program.
While the fixed-price option has a lower proposed TI-ACP, a market based system should drive
competition and thereby cost optimization within the solar industry to continuously strive to
provide products and services at a lower cost. A market based system is consistent with the
The Company also submitted comments on September 13, 2019 in response to the BPU’s Solar Transition Straw
Proposal Notice of September 4, 2019. These Comments replace and supersede the Company’s September 13,
2019 Comments.
1
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Clean Energy Act’s direction that the BPU study address the following market issues for a
modified SREC program: establish and update market-based maximum incentive payment caps
(i.e., Alternative Compliance Payments or “ACPs”) for each category of solar facility: marketbased cost recovery; and utilize competitive processes to ensure a market-based cost recovery
without exceeding the incentive cap for a particular category of solar facility.2
If the Board chooses a fixed price option, RECO recommends that the incentive be structured to
allow projects to earn a reasonable return, come in below the cost cap and decline year to year to
reflect declining costs of solar technology. If all of the space under the cost cap were allocated to
a solar program (either Legacy SREC, TREC, or Successor SREC), funds will not be available
for incentives for any other Class I technology. Allocating all of the space under the cost cap to
a solar program conflicts with the 2019 Draft Energy Master Plan that directs, where possible,
“policies should be considered in a technologically-neutral manner, in order to encourage
market-driven (that is, determined by or responsive to market forces) innovations that support the
overarching objectives of decarbonization and emissions reductions in the most economically
beneficial and cost effective way.”3
As Board Staff stated at the September 4, 2019 TREC stakeholder session, any program
developed for the Transition Incentive will not limit the program design for the SREC Successor
Program. RECO is concerned, however, that the Transition Incentive program may
unintentionally narrow the options considered for the development of the SREC Successor
Program. RECO advises the Board to develop a transition program that prioritizes lower costs to
customers, utilizes a competitive process, retains compliance responsibilities with existing
compliance entities, focuses on providing a stable transition for pipeline projects, and does not
limit the development of the future SREC Successor Program. Given the relative limited scope
of a Transition Incentive program, the need for administrative consistency with the current SREC
program will provide more certainty, as well as ease and speed of adoption and implementation,
which can translate into lower costs for all customers.
2) What are the advantages and challenges to the two approaches; a fixed price TREC and
a market based TREC?
Please see our response to Question 1.
3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the
closure of the SREC market to new entrants?
The continuation of the market based system of purchasing RECs provides financial surety to
projects currently in the SREC Registration Program (“SRP”) pipeline that may not qualify for
the legacy SREC program. The Cadmus model states that the prices will be sufficient in a market
based system for companies to earn a fair internal rate of return (“IRR”).4 Providing for such
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N.J.A.C. 48:3-87 (3); Clean Energy Act; L.2018, c. 17, § 3.
Draft 2019 NJ Energy Master Plan (June 10, 2019) at p. 26.
4
These assumptions cannot be verified since the full analysis is not public due to confidentiality concerns.
3

2

IRR is more than sufficient to maintain the viability of a solar company or guaranteeing a return
to a Host owner.
However, the incentives provided should not be inflated to include all the room in the cost cap
determined by Cadmus to be available. Over-financing the SREC and Solar Transition and
allocating the entirety of the cost cap to solar effectively eliminates the availability of funds
within the cost cap for non-solar projects which is not in line with the draft Energy Master Plan’s
principle of providing technology-neutral policies, where appropriate.5 Additionally, critical to
this analysis is the bill impact to customers, and in particular the cost shift to non-participating
customers. Specifically, RECO cautions against any Transition Incentive that locks customers
into higher prices that may not reflect continually lowering solar industry costs or future market
developments that may result in double recovery (i.e., carbon pricing).
4) How can the Board most accurately predict the amount of capacity expected to be in the
SRP pipeline at the time the 5.1% Milestone is hit? During what timeframe in the
transition process, would a final determination of the size of the pipeline of eligible projects
be required? Should there be a true-up?
Included in the Cadmus model is an implicit forecast of the capacity expected to be in the SRP
pipeline at the time of the 5.1% milestone. The model’s forecast is not project-based, so RECO
recommends a model that includes known specific projects (based on project application) and a
historical completion rate to yield a more accurate forecast. Although the Cadmus model may
provide a reasonable forecast of the expected time to meet the milestone, a process must be
developed prior to achievement that sets forth a clear formula for how it will be calculated. Any
process chosen must be timely, clear, and concise, and communicated to all stakeholders.
Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after
October 29, 2018, and 2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attained?
A project must have commenced commercial operation prior to the determination that the 5.1
percent milestone has been attained in order to receive SRECs.6 Otherwise, an onslaught of
applications may be filed resulting in a much larger number of projects receiving SRECs.
Defining eligibility for the Transition Incentive must be clear and transparent and may include
reference to timing of registration, commencement of commercial operation, among other inputs.
Minimizing uncertainty should lead to decreased risk for developers thereby decreasing costs and
the need for large Transition Incentives. Moreover, the amount of Transition Incentives paid
must be monitored so that total payments do not cause an exceedance of the cost cap, which
would require the State to reduce the Class I RPS pursuant to the Clean Energy Act, and may
translate into increased risk to developers. Development of eligibility rules should also be
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Draft 2019 NJ Energy Master Plan (June 10, 2019) at p. 26.
Proposed N.J.A.C. §14:8-2.4 at 51 N.J.R. 1457(a) (September 16, 2019)
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mindful not to allocate the total amount of the cost cap to solar, but should view all Class I
renewables programs in a technology-neutral manner.
6) Should the Board cease accepting new registrations to the SREC Registration Program,
and begin only accepting registrations to a new Transition Incentive cluster?
The Board can continue to accept new registrations, however eligibility for either the SREC or
Transition Incentive programs will be based on a project’s commencement of commercial
operation prior to attainment of the 5.1 percent milestone. No separate registration process for
the Transition Incentive program will be required.
Terms for each TREC
7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
RECO believes that the TREC term should align with the current SREC term of 10 years. The
life chosen must fall within the financial parameters of the cost cap while targeting the solar RPS
requirements. As stated in the introduction, to minimize the cost impact to customers for the
Class I RPS program and truly reflect the bill impact to customers, the “total paid for electricity”
used to calculate the cost cap should be valued as the cost of electricity supply plus the cost of
delivery charges reflected on customers’ bills.
Value of a TREC
8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and
why?
The Company appreciates the effort to consider a compliance entity specific TI-ACP as
compared to one statewide TI-ACP. Any option chosen should strike a balance between the
administrative complexity of a compliance entity specific TI-ACP and minimizing the bill
impacts of the program on customers. Moreover, the Clean Energy Act’s focus on a marketbased mechanism as evidenced by the direction to consider the establishment and update of
market-based maximum incentive payment caps (i.e., ACPs) should insure consideration of a
declining TI-ACP, similar to the Solar ACP in the Clean Energy Act. Such declining values
recognize the declining costs of technologies as they mature.
9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21,
EY22 and EY23 and increases thereafter, keeping in mind the statutory cost cap the
program must operate under.
As discussed in the response to Question 8, the TI-ACP should decline in value similar to the
current Solar ACP. The Company appreciates the effort to keep costs within the cost cap with
the custom TI-ACP proposal. However, in this scenario both the TI-ACP and the cost to
ratepayers is materially higher in the later years. Staff should consider the effect of guaranteeing
4

the availability of funds in the later years of the TREC program. Establishing potentially large
financial liabilities today could prohibit other clean technologies from being incentivized within
the cost cap in the future.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price
mechanism for the TREC market? What factors should Staff consider in recommending
how a purchase price is established?
Guaranteeing a “buyer of last resort” and a floor price could undermine the function of a market
based approach in producing a solar incentive that reflects the actual market. A primary goal of
the competitive market is to accomplish the RPS goals, particularly the requirement to remain
within the cost cap. Requiring that all solar RECs generated be purchased at a set price if not
secured in the market could distort market values, potentially result an exceedance of the cost
cap and require compliance entities to purchase T-RECs beyond their compliance obligations.
All of these potential outcomes may result in higher costs for customers and take up the entirety
of the cost cap to the expense of other Class I technologies.
11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
As stated above, developers and investors should not be guaranteed a floor price at the expense
of customers. However, if a floor price is established, additional stakeholder input including
filing of public comment should be conducted to inform the price and provide for transparency.
Further, if a floor price is established, it should be set at a lower level percentile of project costs,
effectively the compensation that the most cost efficient projects would need, and consider both
the varying levels of net metering revenue provided in the state and the generation capacity of
various project types.7
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction
in finance costs for eligible projects?
While the existence of a floor price may reduce the risk inherent in financing a project it could
raise a number of issues for customers as noted in questions 10 and 11. If the Board does pursue
a floor price the calculation of an appropriate floor price must be developed with stakeholder
input and remain within the cost cap.
Factorization of TRECs
13) Do you agree with the proposed categories of factors? Why or why not?
7

Modeling of the floor price should consider that Projects whose generation capacity or net metering revenues
exceed the levels modeled by Cadmus, and therefore would receive an IRR in excess of the “fair IRR” used in the
model to determine an appropriate TREC incentive value, should not be overcompensated at the expense of all
customers. The base case in the Cadmus model seeks to target the desired IRR for the 50% project cost. See New
Jersey Solar Transition Revised 2019/2020 Transition Incentive Staff Straw Proposal and Modeling Addendum,
Revised New Attachment 3, Detailed CREST Inputs, found at http://www.njcleanenergy.com/renewableenergy/program-updates-and-background-information/solar-proceedings.
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RECO agrees with the concept of factorization to reflect that not every solar project needs the
full incentive value as a result of financing, tax, and incentive variations among project types.
However, the Company cautions against the Board over-incentivizing uneconomic projects and
instead focus on those market segments that will meet state goals at least cost for customers. In
addition, some stakeholders have noted that certain projects may fall into more than one of the
proposed categories. In these cases, RECO recommends such project get the lower of the
factorization options.
14) Please address the financial incentive levels for each of the four project types.
While RECO does not have comments specific to the financial incentive levels for each of the
four project types, the Company urges the Board to carefully evaluate how incentive levels are
determined for each category and select those incentive levels that are the lowest cost to
customers.
15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
While RECO does not have comments specific to the proposed factors assigned for each of the
project types, the Company urges the Board to carefully evaluate how factors are determined for
project type and consider how larger projects tend to be more cost efficient and deliver results
with the lowest cost to customers.
Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e.
having the compliance entities be 1) Third Party Electric Suppliers and Basic Generation
Service Providers, or 2) the Electric Distribution Companies.
Third party suppliers as the compliance entities aligns the supply side cost of compliance with
the suppliers. Although this requires the monitoring of a number of entities this is the current
model for the SREC program and a process exists to ensure compliance. If EDCs are the
compliance entities, the advantage is the transparency in equitable distribution of costs to all
customers due to the small number of EDCs. However, assigning Electric Distribution
Companies to facilitate a supply cost is not a reasonable long term solution. Even if it is decided
that for the transition program the EDCs will be the compliance entities for ease of
implementation, this should be reconsidered for the successor program.
17) Which of the two options is preferable for the Transition Incentive?
RECO recommends the compliance entities remain the same for the Transition Incentive, i.e.,
with third party suppliers and BGS, maintaining consistency with the Legacy and Class I REC
programs. Requiring EDCs to be the sole compliance entities will result in increased
administrative costs for the EDCs and be inconsistent with current RPS obligation requirements
that remain with third party suppliers and BGS suppliers.
6

18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the
compliance entity, while a market-based price for TRECs lends itself to the TPS/BGS
providers serving as the compliance entity?
Regardless of the pricing proposal chosen, the compliance entity obligation during the Transition
Incentive program should remain with the TPS and BGS providers. This will create continuity
for a program that is anticipated to be open for one to two years.
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Rockland Electric Company Comments
New Jersey Solar Transition
2019/2020 Transition Incentive Staff Straw Proposal
Rockland Electric Company (“RECO” or the “Company”) submits these comments on the New
Jersey Board of Public Utilities’ (“Board”) 2019/2020 Transition Incentive Staff Straw Proposal
(“TI Straw Proposal”). RECO appreciates the substantial amount of work Board Staff and the
Board’s consultants have put into developing the TI Straw Proposal and efforts to solicit
feedback from all stakeholders. This program is focused on providing a transition for those
projects in the pipeline that will miss qualifying for the legacy solar renewable energy certificate
(“SREC”) program but will come online prior to the development of the successor program.
As acknowledged by many stakeholders, the cost of the Legacy SREC program is excessive and
any subsequent program needs to result in a lower cost impact to customers. This includes
adhering to the Clean Energy Act’s cost cap, put in place to limit the bill impacts to customers
for funding the Class I Renewable Portfolio Standard (“RPS”) program. As RECO has stated in
its various filings before the Board regarding Clean Energy Act initiatives, customers will be
paying for a number of additional clean energy programs beyond the Class I RPS. It is
imperative that the Board adhere to the cost cap. To minimize the cost impact to customers for
the Class I RPS program and truly reflect the bill impact to customers, the “total paid for
electricity” used to calculate the cost cap should be valued as the cost of electricity supply plus
the cost of delivery charges reflected on customer’s bills.
RECO offers the following responses to the questions to stakeholders:
General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition
Incentive design?
Overall, the Company prefers a competitive market for renewable energy incentives for three
reasons: (1) ease of implementation given that the legacy SREC program is market based,
(2) market based pricing is more transparent than a fixed price option, and (3) the SREC
Successor Program should be market based and having a fixed price program for the transition
may unintentionally limit the options for the SREC Successor Program. Even though under the
TI Straw Proposal the fixed-price option appears to produce the lowest cost to customers, a
market based system should drive competition and thereby cost optimization within the solar
industry to continuously strive to provide products and services at a lower cost.
If the Board chooses a fixed price option, RECO recommends that the incentive be structured to
allow projects to earn a reasonable return within the cost cap, as reflected in some of the Cadmus
modeling assumptions. Allocating all the space under the cost cap to a solar program (either
Legacy SREC or TREC) prohibits the use of funds for incentives for any other Class I
technology. This approach does not align with the Draft Energy Master Plan policy for a
technology-neutral approach. In addition, if a fixed price option is chosen, it must decrease each
year to reflect the decreasing costs of solar technology.
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As Board Staff stated at the September 4, 2019 TREC stakeholder session, any program
developed for the Transition Incentive will not limit the program design for the SREC Successor
Program. RECO is concerned, however, that the Transition Incentive program may
unintentionally narrow the options considered for the development of the SREC Successor
Program. RECO advises the Board to develop a transition program that prioritizes lower costs to
customers, utilizes a competitive process, retains compliance responsibilities with existing
compliance entities, focuses on providing a stable transition for pipeline projects, and does not
limit the development of the future SREC Successor Program.
2) What are the advantages and challenges to the two approaches; a fixed price TREC and
a market based TREC?
Please see our response to Question 1.
3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the
closure of the SREC market to new entrants?
The continuation of the market based system of purchasing RECs in combination with the
establishment of a floor price for TRECs provides financial surety to projects currently in the
SREC Registration Program (SRP) pipeline that may not qualify for the legacy SREC program.
The Cadmus model details how the TREC prices will be sufficient in a market based system for
companies to earn a fair internal rate of return (“IRR”). Providing for such IRR should be
sufficient to maintain the viability of a solar company. The incentives provided should not be
inflated to include all the room in the cost cap envisioned by the Cadmus model. Moreover, overfinancing the SREC and Solar Transition effectively eliminates the availability of funds within
the cost cap for non-solar projects and goes against the draft Energy Master Plan’s principle of
providing technology-neutral policies, where appropriate. Critical to this analysis is the bill
impact to customers, and in particular the cost shift to non-participating customers. Specifically,
RECO cautions against any Transition Incentive that locks customers into higher prices that may
not reflect continually lowering solar industry costs or future market developments that may
result in double recovery (i.e. carbon pricing).
4) How can the Board most accurately predict the amount of capacity expected to be in the
SRP pipeline at the time the 5.1% Milestone is hit? During what timeframe in the
transition process, would a final determination of the size of the pipeline of eligible projects
be required? Should there be a true-up?
Included in the Cadmus model is an implicit forecast of the capacity expected to be in the SRP
pipeline at the time of the 5.1% milestone. The model’s forecast is not project-based, so RECO
recommends a model that includes known specific projects (based on project application) and a
historical completion rate to yield a more accurate forecast. Although the Cadmus model may
provide a reasonable forecast of the expected to meet the milestone, a process must be developed
prior to achievement that sets forth a clear formula for how it will be calculated. Whatever
choice is made, it should be timely, clear, and concise communication should take place with
stakeholders.
2

Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after
October 29, 2018, and 2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attained?
A project must have commenced commercial operation prior to the determination that the 5.1
percent milestone has been attained. Otherwise, an onslaught of applications may be filed
resulting in a much larger number of projects receiving SRECs. This will cause uncertainty in
the Transition Incentive modeling performed by the consultants, potentially leading to an
exceedance of the cost cap. In such a case, the State is required to reduce the Class I RPS,
pursuant to the Clean Energy Act. Rather than being forced to make these adjustments which
likewise result in risk to developers, it would be better to provide certainty up front.
6) Should the Board cease accepting new registrations to the SREC Registration Program,
and begin only accepting registrations to a new Transition Incentive cluster?
The Board should cease accepting new registrations to the SREC Registration Program when the
5.1 percent cap is reached. For ease of implementation the TREC Registration Program upon
inception should be fed by the remaining projects in the SREC pipeline that will not qualify for
SRECs because the 5.1% milestone has been reached.
Terms for each TREC
7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
RECO believes that the TREC term should align with the current SREC term of 10 years. The
life chosen must fall within the financial parameters of the cost cap while targeting the solar RPS
requirements. For the fixed price option, the Cadmus model lays out two tracks for pricing
TRECs so that solar projects earn a fair IRR. One track is over a 10 year life and one track is
over a 15 year life. Both tracks have paths that compensate solar projects to the same IRR within
the cost cap. For this reason it is not clear why the TREC life should deviate from the SREC 10
year life.
Value of a TREC
8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and
why?
The Company appreciates the effort to consider a compliance entity specific TI-ACP as
compared to one statewide TI-ACP. Any option chosen should strike a balance between the
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administrative complexity of a compliance entity specific TI-ACP and minimizing the bill
impacts of the program on customers.
9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21,
EY22 and EY23 and increases thereafter, keeping in mind the statutory cost cap the
program must operate under.
The Company appreciates the effort to keep costs within the cost cap with the custom TI-ACP
proposal. However, in this scenario both the TI-ACP and the cost to ratepayers is materially
higher in the later years. Staff should consider the effect of guaranteeing the availability of funds
in the later years of the TREC program. Establishing potentially large financial liabilities today
could prohibit other clean technologies from being incentivized within the cost cap in the future.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price
mechanism for the TREC market? What factors should Staff consider in recommending
how a purchase price is established?
In recommending a purchase price the Staff should consider the lowest cost to customers and
remaining within the cost cap. A primary goal of the competitive market is to accomplish the
RPS goals. Requiring that all solar RECs generated be purchased at any price will result in an
exceedance of the solar RPS. In addition to potentially placing an unreasonable financial burden
on the buyers of last resort, this incentive may use up a portion of the cost cap that could
otherwise be offered to other technologies. Guaranteeing a floor price for these TRECs will only
exacerbate the issues.
11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
As stated above, developers and investors should not be guaranteed a floor price at the expense
of customers once compliance entities RPS requirements have been met. However, if a floor
price is chosen, it can be informed by the Cadmus model that looks at the price of a TREC
needed to earn companies a fair IRR. The base case in the Cadmus model seeks to target the
desired IRR for the 37.5% project cost. A floor price could be guided by a lower level percentile
of project costs; effectively the compensation that the most cost efficient projects would need.
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction
in finance costs for eligible projects?
The existence of a floor price will reduce the risk inherent in financing a project. Nevertheless,
the calculation of an appropriate floor price must be developed. Please see RECO’s response to
question 11 for a further discussion.
Factorization of TRECs
13) Do you agree with the proposed categories of factors? Why or why not?
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RECO agrees with the concept of factorization to reflect that not every solar project needs the
full incentive value as a result of financing, tax, and incentive variations among project types.
However, the Company cautions against the Board over-incentivizing uneconomic projects and
instead focus on those market segments that will meet state goals at least cost for customers. In
addition, some stakeholders have noted that certain projects may fall into more than one of the
proposed categories. In these cases, RECO recommends such project get the lower of the
factorization options.
14) Please address the financial incentive levels for each of the four project types.
While RECO does not have comments specific to the financial incentive levels for each of the
four project types, the Company urges the Board to carefully evaluate how incentive levels are
determined for each category and select those incentive levels that are the lowest cost to
customers.
15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
While RECO does not have comments specific to the proposed factors assigned for each of the
project types, the Company urges the Board to carefully evaluate how factors are determined for
project type and consider how larger projects tend to be more cost efficient and deliver results
with the lowest cost to customers.
Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e.
having the compliance entities be 1) Third Party Electric Suppliers and Basic Generation
Service Providers, or 2) the Electric Distribution Companies.
Third party suppliers as the compliance entities aligns the supply side cost of compliance with
the suppliers. The disadvantage here is the number of entities involved resulting in auditing
challenges as well as potential disruption of the various business models in place for third party
suppliers. For EDCs the advantage is the transparency in equitable distribution of costs to all
customers due to the small number of EDCs. However, assigning Electric Distribution
Companies to facilitate a supply cost is not a reasonable long term solution. Even if it is decided
that for the transition program the EDCs will be the compliance entities for ease of
implementation, this should be reconsidered for the successor program.
17) Which of the two options is preferable for the Transition Incentive?
RECO recommends the compliance entities remain the same for the Transition Incentive, i.e.
with third party suppliers and BGS, maintaining consistency with the Legacy and Class I REC
programs. Requiring EDCs to be the sole compliance entities will result in increased
administrative costs for the EDCs and be inconsistent with current RPS obligation requirements
that remain with third party suppliers and BGS.
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18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the
compliance entity, while a market-based price for TRECs lends itself to the TPS/BGS
providers serving as the compliance entity?
Regardless of the pricing proposal chosen, the compliance entity obligation during the Transition
Incentive program should remain with the TPS and BGS providers. This will create continuity
for a program that is anticipated to be open for one to two years.
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September 12, 2019
RE: TREC Transition
To Whom it May Concern
From: Richard Crouthamel, sales representative, New Jersey Clean Energy Solutions, dba SOLAR
EXPERTS.
I am writing to object to the TRAC program as described in the STRAW PROPOSAL.
If enacted, the proposed factor for projects of less than 25Kw will most certainly mean the end of most
residential and almost all small commercial solar projects.
Thousands of people will be unemployed, and customers will be forced to participate in community
solar, rather than having a choice of purchasing, leasing, or having a PPA.
This program will put more money in the pockets of investors, and will not benefit homeowners nearly
as much as if they got their own system.
I hope you will modify the TREC factors to increase the benefit for the less than 25 Kw segment of the
Solar industry.
Thank you for your attention,
Richard T. Crouthamel

Comments by Safari Energy, LLC on the 10/3/19 Revised 2019/2020 NJ Solar Transition Incentive
Staff Straw Proposal and Modeling Addendum
To the New Jersey Board of Public Utilities:
Safari Energy appreciates the opportunity to provide comments on the Revised 2019/2020 NJ Solar
Transition Incentive Staff Straw Proposal and Modeling Addendum, presented by New Jersey Board of
Public Utilities (the “Board”) on October 3rd, 2019. We are encouraged by BPU’s efforts to provide an
effective transition between the existing SREC Registration Program (“SRP”) and a Successor Program.
We present the following comments to address several of the Questions to Stakeholders posed in the
Straw Proposal.
About Safari Energy:
Safari Energy, LLC is the solar partner of choice for commercial and industrial customers, real estate
owners, public sector organizations and solar developers seeking competitive financial solutions for their
projects. Headquartered in New York City, Safari Energy (“Safari”) has helped clients unlock enormous
economic value and drive significant energy savings by developing hundreds of solar energy projects
across the country, including more than 20 projects in New Jersey. With extensive interdisciplinary
expertise, Safari supports the growth of distributed energy resources and PPL Corporation’s focus on
advancing a sustainable energy future.
1. Q: How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after October
29, 2018, and 2) have not commenced commercial operation upon the Board’s determination
that the 5.1% Milestone has been attained?
Projects that have not filed a complete SRP Registration and have not commenced commercial
operation upon the Board’s determination that the 5.1% Milestone has been attained should be able to
qualify for the transition incentive. We recommend that the Board select Eligible Project Option 2
and immediately initiate a Transition Incentive registration pipeline. By allowing developers the
opportunity to apply for the transition incentive before the Milestone is attained, the Board will
increase market certainty while a Successor Program is developed.
Under Eligible Project Option 1, the Board would be impeding development by limiting the transition
incentive to projects that remain in the SRP queue. The Board should provide a window of time for
new projects that have not completed the SRP Registration to qualify for the Transition Incentive.
2. Should the Board cease accepting new registrations to the SREC Registration Program, and
begin only accepting registrations to a new Transition Incentive cluster?
As detailed above, we recommend that the Board opt for Option 2 and immediately initiate a
Transition Incentive registration pipeline. We do not recommend that all new projects be required to
enroll in the Transition Incentive. The Board should keep SRP Registration open until the 5.1%
Office: (212) 935‐2500
Fax: (212) 981‐8363
www.safarienergy.com

Safari Energy, LLC
1407 Broadway, Floor 24
New York, NY 10018

Milestone is attained. Abruptly ending new registrations to SRP would be unfair for projects that
would be able to register and reach commercial operation before the Milestone is attained.

Office: (212) 935‐2500
Fax: (212) 981‐8363
www.safarienergy.com

Safari Energy, LLC
1407 Broadway, Floor 24
New York, NY 10018

Hello!
Please do not under cut the price of
SRECs. We are around 5 residents inventing up fromt in solar so that longer term it will benefit all. If you reduce SRECs... we have
no incentive to finance or take personal loan do it.. iI am sure this applies to others.
We want to have cleaner and affordable energy and SRECs helps us. Reducing the
incentives will only discourage us.
We hope you keep clean energy for NJ in mind will not reduce SREC andd help residences.
Thank you for you time.
San Jay
Sent from my Samsung Galaxy smartphone.

Sent from my Samsung Galaxy smartphone.

To:

Grace, Abe, Ariane, Scott & Ron

From: Dave Gahl, SEIA
Re:

Cadmus/SEA Modelling Inputs & Assumptions – Initial Questions & Comments

Date: September 3, 2019
This memo follows up on your request for detailed feedback on Cadmus/SEA “Attachment 1:
Pipeline Supply Model, Inputs and Assumptions” that helped inform the proposed TREC values.
Given that Cadmus/SEA (“the consultants”) have customized the NREL Cost of Renewable
Energy Tool (“CREST”), it is not practical for us to rerun CREST. We strongly encourage the BPU
to release the customized model for stakeholder review.
In the event releasing the model is not possible for proprietary reasons, the BPU could convene
a small group of stakeholders along with the consultants to discuss modeling assumptions and
review the impacts of differing assumptions prior to the comment filing deadline. In particular,
SEIA would like to review the calculations for the “cost of entry/incentive cap values.”
From the first stakeholder meeting, many stakeholders have questions about the proposed
levels – particularly on the proposes incentives for the residential sector – and the modeling
inputs used to reach them. Given that the TRECs may impact more than 600 MW worth of solar
projects, we recommend additional dialogue on this subject to create a better understanding of
the different points of view, as well as the impact of different inputs.
SEIA intends to provide detailed, formal comments on all aspect of the transition proposal on
September 13, 2019. These comments are organized by the order in which the slides were
presented.
1) PV Cost Reporting Bias (Slides 18 & 19)
a) The consultants use the $/W build costs as reported in the NJ SRP applications. Then
they assume that there is a bias in reporting that leads people to over report these
numbers and use the lower quartiles of data to calculate needed TREC revenue. Unlike
in a survey intended to inform TREC values where there may be corrections needed for
“gaming,” there is no benefit in overreporting prices in existing SRP applications and
therefore the consultants should not use the lower quartiles of data to set the $/W
price.
b) A better approach would be to throw out outliers at the high end and use the ~75
quartile of data.
2) Questionable Capacity Factors (Slides 18 & 19)
a) The consultants assume a 15.3% capacity factor for the residential market segment,
citing PVWATTS. This would mean that a residential system creates 1,346kWh/kW/yr.
Verified data – from monitored residential systems in NJ – shows that systems generate
1150 kWh/kW/yr or a 13.1% capacity factor.
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b) This input overestimates the number of kWh generated by the solar system and
therefore the amount of revenue coming into the project. In other words, it
overestimates the number of ‘widgets’ produced by 16%, therefore underestimating the
price that each widget needs to be sold for to break even.
c) Furthermore, we note the capacity factors listed on Slide 7 and Slide 19 are not the
same, but that the lower capacity factors for <25kW systems listed on Slide 7 are more
in line with our data (13%).
d) We also note that increasingly larger systems are utilizing trackers instead of simply
relying on fixed tilt systems and that trackers would likely raise capacity factors for
larger system types.
e) Consistency on the capacity factors should be used across analyses and lower capacity
factors should be used for smaller systems based on actual system performance.
3) Questionable Interconnection Cost Proxies (Slide 18 & 19)
a) Using specific NJ interconnection cost data would be superior to relying on
interconnection cost data from Rhode Island and Massachusetts which may or may not
be good proxies, we would seek a rerun of the analysis based on using NJ specific values.
b) Furthermore, using EIA’s AEO 2019 T&D forecast is based on total investment on T&D
infrastructure, not simply the cost of interconnecting DG systems. This would vastly
overstate the cost for interconnection for the high case and is not the best proxy.
4) Aggressive Investment Tax Credit (ITC) Assumptions (Slide 20)
a) The consultants assume that everyone will safe harbor panels – taking pricing risk and
tying up their capital for up to 18 months. This is a very bold assumption. Only the
largest companies will be able or willing to take this risk to safe harbor panels for
projects in 2019.
b) The consultants should further clarify whether this assumption applies just for 2020 or
potentially beyond 2020.
c) SEIA recommends instead following the scheduled ITC reduction and assume 26%
instead of the safe harbored 2019 tax credit value of 30%.
5) Non-Incentive Compensation (Slides 21 – 24)
a) For the residential sector, the consultants appear to assume that the retail rate is
counted as net revenue for the solar project. They do not factor savings into the
calculations.
b) SEIA believe the $0.12 power purchase agreement rate with a 2.9% escalator is more
appropriate over the term than $0.168 rate currently used.
c) The presentation references SWS1 for the rate forecast methodology and data. It is not
clear where these data are available, furthermore it is not clear what inputs are
informing aggressive increases in prices.
Please reach out to David Gahl with questions.
dgahl@seia.org
(518) 487-1744
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Solar Energy Industries Association
Comments on the Updated New Jersey Solar Transition
2019/2020 Transition Incentive Staff Straw Proposal and Modelling Addendum
10/18/19
A. Introduction
Thank you for the opportunity to submit comments on the Updated Solar Transition Straw
Proposal (Transition) released by the New Jersey Board of Public Utilities (BPU or Board) on
August 22, 2019 and then updated on October 3, 2019. We thank the Board and BPU Staff for
providing more time to submit these comments. There are many moving parts in transitioning
from one solar program to another and the details matter in order to achieve a relatively smooth
process for regulators and solar project developers alike.
In brief, the Solar Energy Industries Association (SEIA) supports establishing the transition
program with a fixed price incentive, deploying factoring, and placing the compliance obligation
on the electric distribution companies (EDCs).
SEIA believes the four stakeholder meetings – especially the last two meetings on modelling
inputs and assumptions – have helped identify open issues and increased understanding of
crucial details. This dialogue will likely lead to better policy outcomes. Based on the adjustments
made to the modeling inputs at the suggestions of the stakeholders, the BPU’s updated
proposal is closer to the providing incentives at levels that would allow for a smoother transition
from the legacy Solar Renewable Credit Trading Program (SREC) program, although additional
adjustments should be made.
These comments are structured around the questions posed in the Straw Proposal notice.
B. Preamble: Incentive Levels Need to Be Right for the Straw Proposal to Achieve the BPU’s
Goals
SEIA strongly encourages BPU Staff to keep the overall goal of this solar transition in the
forefront of their thinking. The point of the transition incentive is to support conditionally
approved projects in the SRP pipeline that could not qualify for SRECs before the Legacy SREC
program closes. As part of the SRP requirements, solar projects must have signed contracts
between the developer/investor and the customer, lock in financing, and be ready to continue
engineering and construction.
Recognizing firms have already submitted applications with financing secured based on the
regulations and dynamics of the Legacy SREC program, the Transition program design and
incentive values need to be implemented in a way that can minimally disrupt those signed
contracts. The Transition Principles, as stated in the Staff Solar Transition Straw Proposal from
April 2019, articulate the criteria the solar transition must achieve to be successful.
To be clear, transition program incentives can be lower than today’s SREC values, but they
cannot be reduced so much that solar firms would need to go back and renegotiate signed
contracts or cause built projects to become uneconomic.
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We support the BPU designing a transition incentive that can most effectively handle the context
of the situation, namely ensuring a viable off-ramp for SRP pipeline projects from the Legacy
SREC program.
But if the incentive values are set at a drastically lower incentive rates, most projects in the
pipeline at the time of hitting the 5.1% milestone will not move forward, and the Transition
program will not achieve the BPUs goals of smoothly transitioning from one incentive regime to
another.
Furthermore, based on the dialogue during the stakeholder process, these written comments,
and other stakeholder outreach, SEIA believes the Board has developed an ample record for
making decisions now about various aspects of the Transition program.
C. SEIA’s Members Have a Direct Interest in New Jersey
SEIA is the trade association for the United States 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 has approximately 45 member companies with an operating address in New Jersey. In
addition, SEIA member companies based all over the country are doing business in New Jersey
and have a direct interest in this matter.
SEIA has developed its recommendations in close collaboration with other New Jersey-based
trade associations and leading New Jersey solar companies. While there may be some minor
differences in approach or in the Transition incentive values proposed, we believe these
comments reflect rough consensus from the industry on several matters.
D. General Transition Incentive Structure (Questions 1-4)
In general, SEIA supports a simple and easily implementable Transition incentive program
structure that can be executed with minimal delay. To give the market an understanding of
incentive values and prevent lost investment and lost jobs, the details of the transition plan must
be finalized soon.
With respect to Transition program structure, each of the proposed program designs in the
Straw Proposal can work. New Jersey has had strong tradeable commodity market for years.
Furthermore, fixed price incentives are driving solar project development in other states, most
notably Massachusetts.1 The context of the transition and specific statutory constraints placed
on the BPU by the Clean Energy Act of 2018, such as the cost caps, create extra layers of
complexity.

1

In moving to a fixed price incentive format, Massachusetts helped reduce incentive levels demonstrably over the
previous incentive program, with estimated net costs of the Commonwealth’s solar renewable energy credit
program falling from $197.29/MWh to expected costs of $85.49/MWh. Regulators in Mass estimated the existence
of third parties and the risk premium accounted for approximately 30% of the SREC program cost.
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Given that, the need to quickly implement a transition program that protects solar industry jobs
and maintains prior solar project investments, SEIA supports the fixed price option with revised
Transition REC (TREC) levels.
a. Fixed Price TREC: The Solar Industry’s Preferred Option
SEIA supports the fixed price incentive structure for projects in the pipeline with the compliance
obligation placed on the electric distribution companies (EDCs). Over the course of the
stakeholder meetings, discussion of the options, and a better understanding of the
implementation steps, we now believe the fixed price approach is the preferred approach.
This approach offers many advantages including: 1) a lower level of incentive needed for solar
project support when compared with a tradeable commodity; 2) more certainty for solar firms;
and 3) avoids several thorny implementation obstacles posed by creating a small tradeable
commodity market.
i.

The Fixed Price Option Yields Lower Cost & Helps with Cost Cap Compliance

Even considering the somewhat higher incentive values and revised factors proposed later in
this document, the fixed price incentive has distinct advantage over the tradeable commodity
based on its lower overall cost.
Due to its design, the tradeable commodity relies on third party brokers to buy and sell SRECs.
These market makers, while serving and important function, also add transaction costs to the
program through their commissions and fees for service.
Under the tradeable design, developers enter into a long-term contract to sell their SRECs in
order to acquire a firm revenue stream for a project. In exchange for SREC price certainty, a
developer will take discounts on future expected SREC revenue. As a result, solar projects do
not receive full SREC values, as measured by spot market values or what will be measured for
the purposes of the cost cap. By paying the solar developer directly a fixed price incentive, a
major component of legacy SREC cost is taken out of the equation.
Furthermore, the variable nature of the value of the SREC’s themselves creates project risk. By
reducing the risk of the value of the incentive through the fixed price, the Board can reduce the
level of incentive considerably and the overall cost to New Jersey ratepayers.
These calculations are borne out in the Cadmus/SEIA modelling with TI-4 (the fixed payment
rate TREC) showing significant savings over TI-2a (the demand obligation without the buyer of
last resort) and TI-3 (the demand obligation with the buyer of last resort).2 This lower program
cost also helps with compliance with the 7 and 9 percent cost caps included in the Clean Energy
Act of 2018.
We also note that our view is aligned with the Consultants.
ii.

The Fixed Price Option Creates More Certainty for Solar Firms

In addition to lowering cost, the fixed price incentive helps solar firms provide better savings
estimate of electricity savings to their customers. This certainty makes a more attractive
2

See Cadmus/SEA – Attachment 2 Updated – ACPs, Revenue and TI Cost. October 3, 2019.
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business proposition to potential customers. Given the increased precision of incentive levels,
the fixed price option also allows solar firms to better structure their agreements with financiers,
contractors and suppliers, throughout the entire supply chain.
If the BPU chooses the fixed price option, SEIA recommends that in its implementing Order that
the BPU confirms that incentive levels once set will not be revisited for the duration of the term
of the Transition program, barring any changes in law. The solar industry needs reassurance in
the Order that fixed incentive levels will indeed stay fixed.
A fixed value TREC does not automatically create a bankable revenue stream. The program
participant, and the partnering investors, must have confidence that this long-term performancebased incentive will not have values changed in the middle of the term. Without certainty from
the Board, investors will discount its value and benefits of the fixed value program design will
have eroded.
iii.

The Fixed Price Option Should be Easy to Implement & Avoids Problems
with Other Models

Given the survey research of solar firms’ costs by segment conducted by the consultant, the
modeling conducted, and the feedback from the stakeholder community in both the meetings
and in these comments, Staff has developed a record for making decisions about incentive
levels and structure. Using this body of information, the Board should administratively set the
incentive levels for this short-term Transition program. Other incentive level setting
mechanisms, such as using an auction, would take far too long to implement and insert
unnecessary complexity into a limited duration “bridge program.”
Provided that the levels are set correctly, the fixed price option with the EDCs as the compliance
entity, also avoids further complications with the regular BGS capacity auctions. Since those
auctions are typically held in February, and Legacy SREC closure methodology doesn’t begin to
calculate 5.1 percent attainment until March 2020, the demand obligation for any transition
incentive would not be known in time for the auction. If the TREC were fixed, and the
compliance entities would only be the EDCs, then compliance with the transition need not be
constrained by the BGS auction timing.3.
b. Tradeable TREC: Several Disadvantages Versus the Fixed Price Option
New Jersey has a strong record of driving solar growth using a tradeable commodity. With
nearly three gigawatts of distributed solar operating in the state and more than 100,000 solar
installations, New Jersey is a leading solar state and employed approximately 6,500 workers in
2018. With the right safeguards in place, a tradeable SREC may still be a viable path.
As we wrote in our March 2019 comments, the advantages of establishing a tradeable
commodity incentive mainly include familiarity. A revised SREC trading program would be
familiar to regulators, market participants, utilities and load serving entities. The Board’s Clean
Energy Program (CEP) has years of experience running the current SREC program. The

3

We further recommend the registration requirements and process should remain the same as the current SRP
process for transition projects.

Page 4 of 9

implementation mechanics, such as SREC certificate tracking, compliance and trading platforms
are well understood.
But under the current construct, the Board has proposed establishing a separation obligation for
acquiring TRECs, and this approach would create a very small market for the TREC program
(~700 MWs). A small compliance market such as this would be more vulnerable to market
fluctuation. Problems created by market over or under supply would be more pronounced and
may create volatile conditions that increase risk, and therefore increase cost.
In short, a small obligation such as this would need regulatory guardrails to provide stability.
One such approach is the establishment of a reasonable floor price. Using the floor price to
narrow the band between the SACP and the floor would be one way to protect ratepayers from
high cost but also maintain market stability for solar firms.4
c. Transition Program Size
With respect to size of the Transition incentive program, the Board should determine the size of
the pipeline once the 5.1% statutory milestone is reached and set the obligation accordingly.
The transition demand obligation should equal the supply of eligible projects. In its estimates of
the size of the pipeline, the BPU should also ensure community solar projects are eligible for
TRECs in whatever form they take.
SEIA recommends that projects that are selected by the Board as part of the community solar
application process should be pre-qualified for the Transition incentive. This pre-selection would
reduce the regulatory burden of submitting additional forms and documentation.
E. Eligibility (Questions 5 & 6)
Once again, SEIA believes that projects that have filed a complete SRP application but are not
yet operational should be eligible for TRECS upon hitting the 5.1%. These projects face
uncertain timelines relative to supplemental Board action, and then EDC action on
interconnection applications/studies. The 5.1 percent attainment is not a set date, and this
flexibility will add support to projects in development while not significantly impact the transition
size/cost.
There may also be projects in eligibility “limbo” due to the unknown timing of the Transition
incentive program and the successor solar program. This could be true due to interconnection
study timelines, separate Board petitions, or other circumstances outside the control of the solar
customer or the developer.
SEIA suggests that the BPU take up program eligibility for these types of projects on a case by
case basis, since these would be very limited in number. This programmatic flexibility, similar to
the “good cause exemption” employed during the Massachusetts SREC-II transition to SMART,
would be meaningful to the more complicated solar projects without taxing the limited bandwidth
of Board Staff.

4

The floor price would need to be set appropriately as well. Set too, low the floor price would not create a
reasonable band of values, and for such a small market could result in TRECs trading only around the floor.
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We also believe the Board should adopt a market balancing mechanism to prevent over or
under supply in the Legacy market. Developing this policy is a no regrets approach that could
be used to stabilize the market and keep the SREC market from crashing, if needed. Any cliff in
Legacy SREC pricing would jeopardize the viability of many installed and operational solar
systems and create distrust among developers and financiers that the successor program could
be relied upon.
The BPU should continue to accept new registrations up until the 5.1% milestone is reached.
On its face, ceasing to accept applications prior to reaching the 5.1% threshold is contrary to the
language of the Clean Energy Act.
F. TREC Term (Question 7)
On the length of the TREC term, SEIA recommends the use of the15-year term, but firms would
not object to a 20-year term. These longer-terms help minimize the yearly ratepayer cost and
aids with compliance under the cost caps. We appreciate that the BPU commissioned modelling
to show the impact of a 20-year term. As expected, the 20-year term provides even more
headroom under the cost cap on a year-to-year basis and the 20-year term has the advantage
of more closely matching the life of the solar asset.
Furthermore, the BPU has proposed TREC values that are lower in the first three years – during
the kink year period – with higher values proposed in the later years. SEIA recommends the
lower values provided in the first three years should be levelized to provide consistent value
over the entire term of the incentive.
Setting lower TREC values in the first three years would be extremely problematic in the
tradeable market scenario. Lower values in the first three years under a fixed prices TREC may
be more manageable but may also create project financing challenges, and very likely increase
costs given the financers are unfamiliar with this policy design.
G. Value of TRECS (Questions 8-12)/Factorization (Questions 13-15)
We group the following responses related to TREC values and factoring together because in the
end both topics produce the actual TREC incentive levels that will make or break the Transition
program.
For reasons explained earlier in the document, SEIA agrees with the BPU that higher SACP
levels for TRECs would be needed if BPU choses to structure the program as a tradeable
commodity. Furthermore, given the elimination of certain transaction costs associated with the
fixed price TREC, a lower SACP level (or incentive amount) would be required.
a. SEIA Supports Using Factoring in the Transition Program
Furthermore, SEIA strongly supports applying factoring to any successor program, both for the
purposes of reducing ratepayer costs and for providing incentive amounts based on a more
accurate estimate of the needs for solar projects in the various market segments. Using
factoring recognizes that not all projects need the same level of incentive support.
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However, SEIA strongly recommends that the Board clarifies the categories of projects eligible
for each factor. In the current straw proposal, there are common project types not clearly
assigned to a group. This has created considerable confusion in evaluating the Straw Proposal
incentive levels.
For example, net metered and grid supply rooftop and parking canopy projects are not explicitly
assigned factors. SEIA recommends they should be included in the Preferred Siting category.
Rooftop community solar projects are also missing from table listing the various project types
and the factors for each. Furthermore, grid supply and commercial and industrial projects are
lumped together.
b. Taken Together the Proposed TREC SACPs & Factors Require Further Revisions
Based on feedback from SEIA members companies, the combination of the proposed ACP
values and factors explained in Revised Tables 1 & 2 from the Straw Proposal are closer to
levels needed, but still undercompensate solar projects for the residential market segment,
certain commercial and industrial projects, and grid supply projects.
Based on the reported results, SEIA continues to believe the consultants’ assumptions and
modelling inputs have produced values that would not support solar projects in the pipeline
moving forward for some categories. We highlight the following two assumptions that should be
revisited. Our industry colleagues have raised many others.
1. As we raised in the Friday, October 11 2019 stakeholder meeting, there is no Investment
Tax Credit (ITC) safe harbor provision for residential systems, so unless these systems
are installed and energized before 12/31/19, residential projects will receive the 26% ITC
at best if they are energized during 2020. And while it is reasonable to assume a portion
of larger projects would be able safe harbor at 30% ITC, not all larger projects would be
able to do so. Only advanced-stage projects would be safe harbored, and the rest will be
subject to a 26% or even 22% ITC depending on timing of the project. Based on our
understanding of the inputs, changes in the blanket assumption that all projects would
receive the 30% would have a material impact on the viability of pipeline projects,
especially in the residential sector, which has been demonstrated to be sensitive even to
small changes.
2. SEIA further believes the consultants’ use of a 15% savings estimates for customers
should be revisited. Furthermore, savings estimates for residential and commercial
projects should not be combined. These customer classes have very different
expectations and should be treated accordingly.
Therefore, the proposed incentive levels would allow only some solar projects in the pipeline to
reach completion. The following observations reflect market segment-specific comments and
discussions with member firms.
i. The Residential Project Factor Should be Increased
The 0.5 factor for residential projects, for the proposed tradeable or fixed incentive
values, remains too low & would halt development of these installations. SEIA believes
this is not the outcome policy makers are seeking – given that rooftop solar projects for
residential customers account for ~45% of the capacity installed since 2015 and
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accounts for a large portion of the state’s 6,500 solar jobs. Based on the modeling and
inputs meeting on September 6 and October 11, SEIA believes some progress was
made in understanding the assumptions that produced these low values. That meeting
also illustrated just how sensitive solar project economics are to assumed variables,
such as assumed savings estimates for customers and assumptions regarding the
eligibility for projects to claim the ITC. They should be further corrected. Failure to
correct these errors would run counter to the April 2019 Transition Principles and puts
thousands of solar jobs at risk. SEIA recommends the factor for residential projects be
increased to 0.7.
ii. The Factor for Ground Mounted & Grid Supply Projects Should Also Be
Increased
The 0.5 factor for ground mounded and grid supply projects is also low in both marketbased and fixed scenarios & would likely make some projects uneconomic. A better
classification of projects that fall into this category may help aid in developing better
estimates of incentive values and factors needed for grid supply and commercial
systems. This should be revisited for similar reasons stated above. Assuming the many
grid supply projects would land in the preferred category, SEIA recommends increasing
this factor to 0.75.
iii. The Community Solar Factor is Likely Sufficient & Accounts for Project Cost
Uncertainty that Should be Expected in for Any New Initiative
The 0.85 factor for community solar for either option is likely enough to support new
project development. Several companies have pointed out the many unknowns with
respect to community solar project costs, including interconnection costs, and these
levels may need to be revisited over time. As a result, SEIA believes the SREC values
with the 0.85 factor provide reasonable compensation to overcome unknown costs. We
caution against any revision of the community solar factor that would result in
diminishment of the 0.85 factor given the BPU’s recent announcement of Low to
Moderate Income (LMI) Community Solar (CS) applications received during Pilot Year 1.
LMI projects typically have higher financing, and customer acquisition and management
costs and the full value of the CS factor will be necessary for many of the projects
selected for Pilot Year 1 capacity.
c. Proposed Alternative TREC Incentive Levels Based on Market Segment Cost
Estimates
SEIA believes the TREC values and factors proposed in Table 1 below would generally support
project development and not result in disruption to the solar market. While individual firm
modelling may produce higher or lower specific values, based on member input SEIA believes
the following represents incentive levels and factors that would allow most projects to come to
fruition in the pipeline.
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Table 1. Alternative TREC Values & Factors

Project Type
Net Metered Projects (<=25kW)
Ground Mounted (Grid Supply & NM
>25kW)
Community Solar
Preferred Siting (Subsection t, Rooftop,
and Carport)

TI 4 - ACP Schedule
Proposed
$/MWh
Factor
15 Year Average
0.70 $
114
0.75 $
0.85 $

122
139

1.00 $

163

These values were derived from the Revised Table 1.5 The $/MWh figures listed in the righthand
column represent the 15-year averages of needed TREC value, including the lower values in
the kink years. We would strongly encourage the BPU to work with stakeholders to develop a
clearer understanding the projects types assigned to certain categories before the release of the
Board Order.
H. Compliance Entities (Questions 16-18)
SEIA agrees that the fixed price mechanism lends itself to the EDCs as the compliance entity. In
TI-2a, suppliers and providers are the natural compliance entity. In TI-4, the natural compliance
entity are the EDCs.
I. Concluding Remarks
We look forward to working with the BPU as the Transition program design process continues.
SEIA stands ready to assist the Board with implementing its clean energy goals and we
encourage the BPU to continue the ongoing dialogue on program design with all stakeholders
during the important weeks ahead.
Please contact me with questions about these recommendations.
David Gahl, Senior Director of State Affairs, Northeast
Solar Energy Industries Association
dgahl@seia.org
(518) 487-1744

5

Revised Transition Incentive Straw Proposal, October 3, 2019. At 6.
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October 18, 2019
Via Electronic Mail (solar.transitions@bpu.nj.gov)
Aida Camacho-Welch, Secretary
New Jersey Board of Public Utilities
Post Office Box 350
Trenton, NJ 08625
Re: New Jersey Solar Transition 2019/2020 Transition Incentive Revised Staff Straw
Proposal

I.

Introduction

On behalf of the Sierra Club and its approximately 20,000 New Jersey members, we submit the
following in response to the Board of Public Utilities (BPU) solicitation dated 10/3/2019, entitled
“New Jersey Solar Transition Revised 2019/2020 Transition Incentive Staff Straw Proposal and
Modeling Addendum.”
Sierra Club’s interest in this proceeding is in support of two primary objectives:
1. Ensuring that the statutory mandates for Class I RPS targets of 21% by 2020, 35% by
2025, and 50% by 2030 are met in spite of the annual cost cap; and
2. Protecting and growing a robust in-state solar industry that is able to supply all types of
solar projects, especially those that make use of rooftops, parking lots, and brownfields,
and are accessible to lower-income New Jerseyans (including community solar).
In order to achieve these dual objectives, solar projects of all kinds must be able to attract
low-cost financing, and their ability to do so is predicated on a predictable revenue stream over
the life of the project. As such, the sustainability of the Transition Incentive, as well as the
Successor Program are paramount in order to ensure robust project development at a
reasonable cost to ratepayers.
II.

Transition Incentive Design Comments
A. Eligible Project Options

1

Sierra Club supports Option 1 due mainly to the fact that the cost impacts of Option 2 have not
been modeled, and could increase the risk of cost cap exceedance. In our view, the concerns of
alleviating short term pressures on interconnection and registration systems are secondary to
meeting the overall goals of the RPS, which would be jeopardized by cost cap exceedances.
B. TREC Valuation Options
Solar incentive policy should be designed to help lower costs of development in several key
ways:
1. It should include ambitious, consistent targets that grow the industry, expertise, and
supply chain, which in turn lower soft costs;
2. It should include financial incentives that are transparent and predictable over the long
term, which reduces risk and makes financing available at lower interest rates; and
3. Financial incentives should decline over time as both hard and soft costs of solar
decline, in order to avoid being saddled with excess legacy costs that could otherwise be
spent on additional solar and other decarbonization strategies.
With these principles in mind, Sierra Club leans toward a fixed TREC schedule that is as high as
possible in the early years without exceeding the cost cap, but declines in the later years. This
declining incentive will help ensure that as New Jersey’s clean energy targets approach 50% by
2030, the cost of solar installed now is not causing similar issues with respect to the cost cap
that legacy SREC costs from older existing systems are currently causing.
We understand the potential benefits to a market-based TREC valuation, as was recommended
by the consultant. However, we are concerned that the uncertainty in SREC price resulting from
this approach raises financing costs in such a way that counteracts any potential competitive
benefits from a market-based system. We are also sensitive to the argument that moving now to
a fixed TREC could be a significant enough change that it could prevent us from going back to a
direct obligation, market-based design for a successor program, but at this point we believe that
such a design is unlikely to be the most cost-effective option for achieving the large solar
buildout necessitated by our broader decarbonization goals.
If the BPU does decide to adopt a market-based TREC, we recommend including a price floor
as well as a price ceiling (the TI-ACP) to reduce potential volatility and introduce a greater level
of confidence to financial projections for solar projects.
C. Factorization of TRECs
The concept of factorization makes sense, although its effectiveness in practice depends on the
coupling of factors with TREC prices. Different types of solar projects have significantly different
costs per watt to install, as well as different levels of revenue generation that do not always
match the installation costs. In particular, we recognize that some of our preferred sites for solar
(e.g., brownfields, large rooftops, parking lots) often have higher development costs than
2

greenfields. We also support the goal of promoting a diverse and competitive solar industry, with
companies and professionals who can provide the expertise necessary to execute any type of
project at low cost. Therefore it makes sense that if different types of projects have different
monetary gaps between their levelized cost and revenue expectation,1 the level of incentive
received should differ by project type as well. Otherwise, we would likely see one or two project
types dominate the market to the exclusion of other types.
We believe the changes in proposed factors from the original to the revised straw proposal are a
positive step. The original factors were excessively punitive to net-metered systems under
25MW, and that has been corrected here. We think it is appropriate to give higher levels of
incentives to community solar, and solar projects on preferred sites such as brownfields, parking
lots, and landfills. However, projects supplying LMI customers are still not accounted for in the
factors. They have an incentive gap similar to community solar,2 and therefore should receive a
similar factor, in order to help make solar available to all New Jerseyans.
Sierra Club expects that the revised factorization concept could result in a more equitable
treatment of a greater diversity of projects and still provide significant savings to ratepayers,
particularly if projects serving LMI households are included. The BPU should also consider
setting minimum demand obligations for each factor type, as opposed to a single demand
obligation for all TRECs in a given year. This could reduce the aggregate negative impacts on
any one project type that would otherwise result if factorization failed to reflect real-world
incentive gaps for that project type.
D. Transition Incentive Alternative Compliance Payment (TI-ACP) Schedule
The TI-ACP levels for projects during the “kink years” of 2021-2023 are low enough to be of
some concern. However, we believe this issue is mitigated by allowing for a longer TREC
eligibility period, as recommended by the consultant. Additional mitigation of initial low ACPs
could come from amending the ACP rate post-2023 from a flat amount to an amount that is
initially higher but declines over time. This would better account for the time value of money,
and reduce the risk of triggering the cost cap in the out years when overall clean energy targets
are higher.
III.

Consideration of temporary additional solar incentives outside the RPS

The consultant’s analysis suggests that the only real danger of exceeding the RPS cost cap
occurs in energy years 2022 through 2024, after the cost cap declines to 7% but before the cost
of Legacy SRECs begins to decline. This creates the need for cost containment during these
years in the form of factorization and lower TI-ACPs. In the event that these cost containment
measures result in the temporary decline or stagnation of one or more sectors of the solar
1
2

As illustrated in consultant report, Tables A and B, p32-33.
Consultant Report, Table 2, p16.

3

industry, the Board does have other resources at its disposal to promote continued
development.
As we noted in our response to a previous straw proposal on 2/22/19, any incentives from
funding sources other than the various RECs would not be subject to the cost cap in the Clean
Energy Act. One option for additional support would be to allocate revenues from the Societal
Benefit Charge (SBC) to offer one-time, temporary rebates on the purchase of solar systems.
This should be limited to net-metered systems, and possibly just residential and community
solar projects, so that the limited funding could be spread over as many projects as possible.
Proceeds from RGGI auctions could also be used as a supplemental funding source, outside of
the cost cap. Through the joint strategic planning process for the Global Warming Solutions
Fund, the Board could encourage the Economic Development Authority (EDA), which receives
and allocates 60% of RGGI revenues, to spend a significant amount of those revenues on
commercial solar projects. The purpose of this option would be to keep the solar industry from
crashing and shedding jobs in the short term, not necessarily to satisfy or exceed the clean
energy requirement. As an alternative to direct rebates, supplemental sources of funding could
be used to create a revolving loan fund with very low or no financing costs (with RGGI or SBC
funds paying for the cost of administration and buying down interest).
In any event, the Board should also fully evaluate its authority to reduce other costs or barriers
to solar investment. This could reduce the size Successor Program incentive necessary for a
project to be viable. Possible examples include more attractive terms for net-metering, creating
new incentives using RGGI proceeds, and rate structures that recognize and reward the full
value of distributed solar.
IV.

Conclusion

Sierra Club appreciates the level of analysis that has gone into the implementation of a very
difficult legislative charge, and the opportunity to comment on this straw proposal.
Respectfully Submitted,

Thomas Schuster
Senior Campaign Representative
Sierra Club
PO Box 1621
Johnstown, PA 15905
(814) 262-8355
tom.schuster@sierraclub.org

Jeff Tittel
Director
Sierra Club New Jersey Chapter
145 West Hanover Street
Trenton, NJ 08618
(609) 656-7612
jeff.tittel@sierraclub.org
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Mark Schottinger
General Counsel
markfs@solarlandscape.com
908-433-5727
October 18, 2019
Via Email

Aida Camacho-Welch
Secretary
New Jersey Board of Public Utilities
solar.transitions@bpu.nj.gov
Re:

Solar Landscape Comments in Response to Revised 2019/2020 NJ Solar
Transition Incentive Staff Straw Proposal

Dear Ms. Camacho-Welch,
Solar Landscape LLC is pleased to provide the following comments in response to the Revised
2019/2020 NJ Solar Transition Incentive Staff Straw Proposal.
Thank you,

_______________________
Mark F. Schottinger
General Counsel
Solar Landscape LLC
markfs@solarlandscape.com
908-433-5727

844-765-2769

| 522 Cookman Avenue, Suite 3, Asbury Park, NJ 07712 | solarlandscape.com

Solar Landscape, LLC
522 Cookman Ave., Suite 3
Asbury Park, NJ 07712
(844) 766-2769

STAKEHOLDER INTRODUCTION
Solar Landscape is an Asbury Park, New Jersey-based company specializing in medium- and
large-scale solar project development, design, installation, and long-term asset management.
Over the past several years, Solar Landscape has installed over 120 MW across more than 85
projects, ranging in size from 50 kW to 7 MW and primarily located on warehouses, factories,
shopping centers, schools and municipal properties. As a self-performing general contractor,
we’ve proudly employed over 100 New Jersey residents to date, and we are honored to have
been recognized as one of New Jersey’s 50 fastest growing companies.
Our focus on commercial and industrial (“C&I”) roof-mounted systems is in large part driven by
our firm belief that these projects offer more societal benefit than any other type of PV system or,
for that matter, any other form of power generation. These projects make use of surfaces with few
alternative uses on pre-disturbed land, which is optimal for the environment. They are largely out
of sight, which is optimal for local residents. They are the largest type of rooftop system, which is
cost-effective and therefore optimal for ratepayers. And they benefit New Jersey businesses and
schools on whose rooftops they operate.
Solar Landscape fully supports the Board’s efforts to create a smooth transition to a successor
incentive regime that will ensure New Jersey cost-effectively meets its ambitious clean energy
targets. To that end, we submit the following comments in relation to the revised Straw Proposal
shared on October 3, 2019.

SUMMARY OF COMMENTS
Our recommendations are guided by our belief that the primary goal for TREC market design
should be to provide simple, predictable and compelling incentive levels while safeguarding
ratepayers through a well-structured factorization scheme. We think the following design
principles would best achieve this:
•

A fixed TREC price at a relatively high rate and with as mild a “kink period” as fiscally
possible, to ensure an adequate incentive level and maximize bankability without the need
for complex hedging or financial intermediaries;

•

A two-dimensional factorization approach, that considers siting and offtake as separate
attributes, to manage cost burden while still ensuring adequate incentives for good
projects;

•

The assignment of EDCs as the Compliance Entity, at a Compliance Obligation level
that ensures adequate TREC demand, and also to ensure predictability, stability and
bankability of TREC revenue; and

•

A closure of the SREC Registration Program before the 5.1% target is achieved, but
with a reasonable degree of forewarning (e.g., 90 days), in order to give shorter-cycle
projects with SREC revenue built into existing financing agreements a fair chance to enter
the pipeline, while still keeping the pipeline stable as the 5.1% target approaches, enabling
reasonable predictability of when the target will be reached.

Solar Landscape, LLC
522 Cookman Ave., Suite 3
Asbury Park, NJ 07712
(844) 766-2769

RESPONSES TO SPECIFIC QUESTIONS POSED BY STAFF
1) What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Solar Landscape is in favor of the general structure proposed by the Board for the Transition
Incentive. In particular, we support the approach to use factorization to differentially incentivize
different/preferred types of solar projects and to manage costs for ratepayers. We believe that the
cost of the program can be fairly and adequately managed through factorization. The target price
level/range of the TREC should focus on continuing to drive solar forward rather than further
lowering cost. The worst outcome would be to under-incentivize young programs like community
solar by overshooting feasible cost reductions.

2) What are the advantages and challenges to the two approaches; a fixed price TREC and a
market based TREC?
We support Valuation Option #2 as defined in the Straw Proposal, because we believe that a fixed
TREC price is the most cost-efficient and -effective tool for incentivizing solar capacity additions,
especially given the limited scale and lifetime of the TREC market.
A floating price would inject uncertainty and would require lenders and investors either to
understand and to be comfortable with the details and nuances of this temporary market structure,
or substantially to discount the TREC’s value. That devaluation is something we already see in
today’s SREC market, and we think it would be more dramatic in the TREC market.
A floating price also creates a need for brokers, hedging markets, and financial engineering that is
neither the focus nor the strength of the key players who develop and build solar projects.
We should also consider the community solar program in relation to this topic. In its infancy, such
a program needs stability, support and predictability. It needs a safe revenue stream to offset the
perceived risk that low- and medium-income (“LMI”) offtakers pose, particularly given that key
program elements remain unannounced (e.g., whether consolidated billing and government energy
aggregation will apply). A fixed TREC price would provide this crucial stability and support, which
in turn would cost-efficiently enable projects to subscribe more LMI offtakers.

3) Does the proposed Transition Incentive provide sufficient financial surety for projects
currently in the SRP pipeline that may not reach commercial operations prior to the closure of
the SREC market to new entrants?
No comment.

4) How can the Board most accurately predict the amount of capacity expected to be in the SRP
pipeline at the time the 5.1% Milestone is hit? During what timeframe in the transition process,
would a final determination of the size of the pipeline of eligible projects be required? Should
there be a true-up?
No comment on the methodology. We only request that there be a high level of transparency and
that decisions are announced with sufficient lead time for project planning purposes.

Solar Landscape, LLC
522 Cookman Ave., Suite 3
Asbury Park, NJ 07712
(844) 766-2769

5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after October 29,
2018, and 2) have not commenced commercial operation upon the Board’s determination that
the 5.1% Milestone has been attained?
No comment.

6) Should the Board cease accepting new registrations to the SREC Registration Program, and
begin only accepting registrations to a new Transition Incentive cluster?
Solar Landscape believes that it makes most sense to close the SRP to additional projects with
some degree of forewarning (e.g., 90 days). This would give shorter-cycle projects with SREC
revenue built into existing financing agreements a fair chance to enter the pipeline, while still
keeping the pipeline stable as the 5.1% target approaches, enabling reasonable predictability of
when the target will be reached.
Furthermore, if the SRP is closed immediately, attainment of the 5.1% target will likely happen later,
as some measure of short-cycle residential projects that would otherwise have entered the pipeline
and contributed to the 5.1% attainment would be excluded. So we think closing in advance but not
immediately is the right middle ground.

7) Please discuss the proposed 15 year TREC term, with appropriate justification for any
recommended changes.
We support the proposed 15-year TREC term.

8) Are the TI-ACP schedules proposed to be associated with each compliance entity option
appropriate? If modifications are required, how should the schedules be adjusted and why?
No comment.

9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and
EY23 and increases thereafter, keeping in mind the statutory cost cap the program must
operate under.
We understand the budgetary rationale behind the so-called “kink period” but want to point out the
likely impacts of such a period on financeability of different project types. Because the kink period
will reduce project cash flow from incentives in the earliest years of a project, the relative importance
of secure cash flow from offtake increases. As a result, the financeability of projects with less secure
offtake cash flow—e.g., LMI Community Solar projects—will suffer more than other projects.
All else being equal, the kink period skews financeability away from LMI projects toward projects
with lower offtake risk. This should not be forgotten when establishing factorization levels for
different types of projects.

Solar Landscape, LLC
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10) What are the implications of establishing a “Buyer of Last Resort” and floor price mechanism
for the TREC market? What factors should Staff consider in recommending how a purchase
price is established?
In terms of establishing a price level for a fixed-price TREC, for the same reasons that a fixed price
is preferred, the Board should opt for a conservative/high price over an aggressive/low price. Again,
we believe the cost of the program can be fairly and adequately managed through factorization.
The target price level/range of the TREC should therefore focus on continuing to drive solar
forward.

11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
No comment. We support a fixed TREC price.

12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
No comment.

13) Do you agree with the proposed categories of factors? Why or why not?
Solar Landscape finds the proposed groupings to be too unspecific to provide useful guidance to
stakeholders. For example, would a community solar project over 25 kW that is built on a preferred
siting location qualify for a factor of 1.0 or 0.85? Would a roof-mounted net metering project over
25 kW qualify for a factor of 1.0 or 0.5?
Solar Landscape believes that the proposed factorization underrepresents the interests of low- and
moderate-income (LMI) households and does not adequately incentivize stakeholders to address
this underserved ratepayer segment. The financing of LMI projects poses a credit risk that is not
adequately mitigated when considering the impact of other elements of the market design, e.g. the
kink period as discussed previously.
We believe that projects whose offtakers are predominantly LMI households should receive a
separate, stackable “multiplier” similar to the stackable adders used in Massachusetts’ SMART
program. A multiplier of 1.15, for example, would adjust the factorization rate upwards for any LMI
project, regardless of which factorization group it falls into. This straightforward approach would
give stakeholders and the general public a much clearer signal that, regardless of site type or
project size, it is the Board’s clear priority to improve LMI customers’ access to affordable, cleanenergy alternatives.
We also believe that Community Solar projects should receive a factorization rate of 1.0 to ensure
that the higher cost of developing and administering such projects with multiple offtakers is
sufficiently incentivized. This is particularly important now, as some of the key parameters of the
community solar program affecting project administration costs are still unannounced (e.g., whether
consolidated billing and government energy aggregation will apply).

Solar Landscape, LLC
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ALTERNATE FACTORIZATION PROPOSAL
One reason Solar Landscape believes the factorization groupings are problematic is the conflation
of two distinct attributes of a project: its siting and its offtake. We believe there should be separate
factorization values for each of these attributes that, again similar to the use of stacking adders in
Massachusetts SMART program, would be multiplied to result in a final factorization rate for a
project. This would allow offtake types requiring additional incentives, e.g., LMI and community
solar, to receive them regardless of where a project is sited, and also allow preferred siting to be
prioritized over non-preferred, regardless of who the offtakers are.
Table 1 shows our proposed factorization matrix, with the individual factors multiplied to result in
factorization rates for each combination of siting and offtake type. As in the Board’s proposal, these
factors are meant to account for both the variation in cost levels incurred to build different project
types, and the variation in revenue streams earned by the different types of offtake.

OFFTAKE

SITING

Factors

Residential
net metered

Community
Solar; C&I
Net
Metered;
Grid Supply

1.0

1.15

0.3

LMI

Preferred
siting

1.0

0.3

1.0

1.15

Ground
mounted

0.6

0.2

0.6

0.7

Table 1.

14) Please address the financial incentive levels for each of the four project types.
See #13 above.

15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
See #13 above.

16) Please discuss the advantages and disadvantages of the two proposed options, i.e. having
the compliance entities be 1) Third Party Electric Suppliers and Basic Generation Service
Providers, or 2) the Electric Distribution Companies.
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Solar Landscape believes that naming EDCs as the Compliance Entity is the simplest and best
approach for the Transitional Incentive program, especially in combination with fixed TREC prices
as in Valuation Option #2. We believe the simplicity of allowing EDCs to build fixed-price TREC
Compliance Obligations into their rate base is the cleanest, most efficient and most transparent
way to pass costs to ratepayers. It is also a more predictable way to set a Compliance Obligation
than an alternative Compliance Obligation of a percentage of energy sales of TPS or BGS
providers, which would introduce another degree of uncertainty into solar project financing and
development.

17) Which of the two options is preferable for the Transition Incentive?
See #16 above.

18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the compliance
entity, while a market-based price for TRECs lends itself to the TPS/BGS providers serving as
the compliance entity?
See #16 above.

October 16, 2019
Board of Public Utilities
44 South Clinton Avenue,
3rd Floor, Suite 314
Post Office Box 350
Trenton, New Jersey 08625-0350
Via Email: solar.transition@bpu.nj.gov
Re: Revised 2019/2020 Transition Incentive Staff Straw Proposal
Dear Board Members and Staff –
Solar Energy Systems, LLC (SES) is an Engineering, Procurement and
Construction (EPC) firm specializing in commercial rooftop PV systems. Since
2009, SES has installed 53 systems totaling 27.4 MWdc of capacity in New
Jersey.
SES is pleased to offer the following comment regarding the Revised 2019/2020
Transition Incentive Staff Straw Proposal (Proposal) that was recently issued by
the Board:
The revised Table 2 contained on page 7 of the Proposal contains a range of
proposed Compliance Factors for a range of Project Types. The table attempts to
summarize Compliance Factors by groupings of various Project Types.
However, in our review, we have had some difficulty interpreting what Project
Type a certain Compliance Factor may apply to. For example, does the proposed
Compliance Factor of 1.0 apply to any rooftop project (including net metered) or
does it only apply to rooftops that are grid-supply? If the latter, the question
arises what compliance factor is proposed for > 25kw rooftop net metered. A
reader may be drawn to > 25kw net metered in another column but that column is
preceded by the words “Ground Mounted”.
Consequently, for the avoidance of doubt, we recommend that this table be
expanded so that every possible permutation of project type regarding size (<
25kw; > 25 kw), location (ground mount, rooftop, landfill, carport etc) and kwh
destination (net metered, grid supply, community solar) is clearly defined with a
discrete Compliance Factor for that particular permutation.
Thank you in advance for considering our comment.
..End
Solar Energy Systems, LLC | 1205 Manhattan Avenue | Suite 1210 | Brooklyn, NY 11222
TEL: 718-389-1545 | FAX: 718-389-2820
www.solaresystems.com

201 California Street, Suite 630 San Francisco, CA 94111
www.srectrade.com | Phone and Fax: (415) 763-7732

New Jersey Solar Transition
2019/2020 Transition Incentive Staff Straw Proposal Comments
October 18, 2019

Dear New Jersey Board of Public Utilities:
SRECTrade, Inc. (“SRECTrade”) appreciates the opportunity to submit comments on the New Jersey Solar
Transition 2019/2020 Transition Incentive Staff Straw Proposal. We recognize the significant role that the
Transition Program’s incentive structure and incentive levels will play in maintaining the stated goal of the
Board staff “revised” straw, that of maintaining a healthy solar industry.
As a member of the New Jersey Solar Energy Coalition (NJSEC), SRECTrade would like to take this
opportunity to declare support for the comments that were submitted previously by Mr. Fred DeSanti,
Executive Director of the NJSEC. Specifically, SRECTrade shares the NJSEC’s concerns with the proposed
handling of the “kink years”, as well as the proposed factorization and alternative compliant payment levels.
From an implementation standpoint we feel it is critical to have continued stakeholder input regarding the
nuances of implementing some of the concepts presented in the consultant report. Of particular note is
how TREC factors will be applied to generation. The report contemplates a mechanism in which the NJ
state certification number would determine the weight (or factor) of each REC produced by the system. For
example, when 1 REC is retired from a residential system it only counts as 0.5 for RPS purposes. We
firmly believe that this method would cause confusion amongst all participants and result in RECs being
transacted at inaccurate prices. We have seen this play out in the Delaware SREC market as the Parts and
Labor 20% bonus, which is applied to the certification, is often not accounted for in the marketplace when
RECs are transacted.
The alternative solution is to follow the Massachusetts SREC factor model where the factor is applied to
the MWh by the registry (GATS in this case) prior to REC issuance. For example, 2 MWh would result in
1 actual RECs being issued, if the system had a 0.5 TREC factor. Under this method all RECs issued by
the registry can be treated as equal and the market can revolve around a singular unit price as it does today.
Thank you for your time and consideration on SRECTrade’s comments and please contact us with any
questions.

Sincerely,
SRECTrade, Inc.

Hello,
I work for Sungage Financial and we have financed thousands of residential solar systems in NJ through
our solar loan program. In our program homeowners keep all incentives (RECs, tax credits) for
themselves and we do not offer leases. Comments expressed here are my own and do not aim to speak
for my company as a whole.
Please see selected responses below:
2) What are the advantages and challenges to the two approaches; a fixed price TREC and a market
based TREC?
The market approach has worked well in the past and builds in economic forces into the program to
control costs. If possible, I think it is advantageous to retain a market based approach vs. fixed price.

7) Please discuss the proposed 15-year TREC term, with appropriate justification for any recommended
changes. Value of a TREC
The 15 year period seems to be appropriate and spreads costs over a longer period without going too
long.

9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and EY23 and
increases thereafter, keeping in mind the statutory cost cap the program must operate under.
This is a major issue with the proposed transition program. A ‘cliff’ in the SREC value will hit the industry
hard. The BPU may need to consider raising the program cap for these transition years until more
legacy systems start to be retired. This would require legislative action but it is worth considering. The
kink years pose a significant disruption to any orderly transition.
Perhaps the cap should higher than 7% for these transition years until TREC systems are a higher
proportion of the entire solar fleet.

13) Do you agree with the proposed categories of factors (Revised Table 2)? Why or why not?

It is a step in the right direction versus the initial straw proposal, but the TREC factors still undervalue
residential systems.

14) Please address the financial incentive levels for each of the four project types.

The consultant’s assumption that net metering alone is enough of a subsidy to continue the same level
of residential development is not accurate.
We are currently at a $230 SREC – if we were to decrease to a $20 / $30 SREC for residential systems the
market will take a massive hit and many fewer homeowners will decide to go solar.
I understand that the value of RECs needs to decrease to limit costs to rate payers but that is too far of a
drop too quickly.

15) Do you agree with the proposed assigned factors? Why or why not? Please provide documented
explanations for your response.

Take a look at Woods Mackenzie (Greentech media) data regarding cumulative solar installations in the
state of NJ. Of the 3 GW installed nearly 30% is from residential solar. Last year that number was closer
to 38% of the total. The residential sector is a major part of the state’s solar success. The consultants
‘snap shot’ picture of the current SRP registration pipeline also undervalues the cumulative impact of
residential solar.
Given this cumulative impact of the residential market segment weighing residential RECs (<25 kw) at
only half of other ‘preferred’ types of solar installations is short sighted.
While some sites may be ‘preferred’ in TREC factorization NJ is land constrained. Where will all these
utility scale systems be located? NJ needs to conserve limited farm and forest land. Residential systems
for the most part do not take use extra land since systems are located on roof tops. For a densely
populated state like NJ this is a major factor to consider and in my opinion an additional reason to not
undervalue residential systems in TREC factorization.
The BPU recently celebrated 3 GW of total installations in NJ – that is a laudable achievement but the
TREC transition program as currently proposed will significantly hurt the state’s residential industry
which also employs a major portion of NJ’s approximately 7,000 solar workers.
Final comment:
Ultimately, I see no way the state meets the 2030 RPS if TRECs so severely undervalue smaller systems.
My further comment is that while the state does need to monitor the cost to rate payers in the energy
transition that should also be weighed against the socialized benefits of increased renewable energy –
for instance, less air pollution, fewer deaths from pollution, decreased healthcare spending, and more
spending power available for the NJ economy due to energy savings. RECs in general were created to
represent the environmental benefits of renewable energy. There would be benefits to all residents of

NJ if the state was able to achieve higher penetrations of renewables. Putting a number on those
benefits is difficult but should be a focus in future conversations. What is the cost to the state to
continue ‘business as usual’ with polluting fossil fuels?
Additionally, the BPU is rightly looking into promoting electric vehicles as that is a major source of
emissions (and a potential revenue source for utilities). I urge the BPU to investigate how residential
solar and storage can support electric vehicle integration. Hence another reason to not handicap the
residential solar market development.

Best,
Gregory Smith
greg.smith@sungagefinanical.com
Partner Success Manager
Sungage Financial

To whom it may concern

I am writing in regard to the comments you are looking for surrounding the transition in the NJ solar
subsidy market.
Please find my comments below

“What are the potential advantages and challenges of Staff’s proposed Transition Incentive design?”
The kink year valuation will destroy the residential market in the near term and push people back into
third party ownership. The data behind this is based on the monthly economics needed for a residential
customer to be able to finance these systems. In the residential space, loans are generally short term
and as a result of the high cost per Watt on small systems, higher subsidies are needed to make these
project pencil out. Net metering alone will not accomplish this.

Secondly- the 50% factor is also far too low for the same reasons above. Long terms loans are a primary
contributor to residential solar in NJ. If these low factors are allowed to move forward as projected the
residential market will suffer dramatically.

The residential sector of this industry is the overwhelming contributor to job creation and failing to
properly subsidize these projects will take job out of the state and into markets. I’ve already seen
business owners opening offices elsewhere in preparation of closing or significantly scaling back their NJ
office.
Finally, residential solar ownership ensures money stays in the hands of NJ residents. Community solar
and large scale utility/commercial projects syphon money to corporations largely outside of the state. NJ
residents invest in their communities, so ensuring they get the highest benefits for renewable projects is
important on many levels.

Kindest regards,

Doug Pierce - Senior Regional Sales Manager
doug.pierce@sungagefinancial.com
---------------------------------------C (860) 808-8258
www.sungagefinancial.com
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Staff, Board of Public Utilities
44 S. Clinton Avenue
Trenton, NJ 08625
RE: 2019/2020 Solar Transition Staff Straw Proposal
SunPower Corporation (“SunPower”) appreciates the opportunity to participate in a robust Board of
Public Utilities (Board) stakeholder process related to the solar transition program and successor solar
programs, as well as file these written comments on the staff straw proposal. The questions and issues at
play are complicated, to say the least, and we are pleased that stakeholder input has been increasingly
solicited.
SunPower is a global technology company involved in every step of the solar system supply chain.
SunPower has over 7000 employees worldwide, the world’s highest efficiency solar photovoltaic panel
technology, and an extensive residential and commercial national dealer network mostly consisting of
locally-owned small businesses. In addition to our headquarters in California and offices around the
world, SunPower has NJ offices in Hamilton and Cranberry. Our commercial team develops solar
projects, sometimes paired with energy storage, for Fortune 100/500 companies. Some of our notable NJ
customers include Bed Bath & Beyond, Macy’s, Campbell’s, and the Delaware River Port Authority.
SunPower’s dealer network includes 40 separate New Jersey solar businesses.
SunPower offers these written comments on the revised BPU Staff straw proposal released on October 3,
2019, based off of the original transition straw proposal that was released on August 22, 2019.

Concurrence with SEIA
SunPower concurs and supports in full the comments submitted by the Solar Energy Industries
Association. While supporting the SEIA positions, SunPower would like to emphasize several points.
First, SunPower appreciates the effort of BPU staff throughout this stakeholder process. The transition
from the Legacy SREC program to a successor solar program, with all the closure methodologies and
handling of the project pipeline, is not easy. Implementing policy that follows existing law while also
being cost effective, practical, supportive of capital investments pipeline projects, and ensures sustained
solar market growth, is difficult.
Second, the stakeholder process has shown how sensitive TREC modelling outputs are to the inputted
assumptions, especially volumetric electricity rates and average installation costs. Modeling inputs that
directly impact project revenue include the customer’s volumetric rate and the savings rate, and the
original model took conservative views on both. SunPower respectfully requests that these assumptions
should be amended to reflect statistical averages. For example, the model used residential volumetric rates
for Public Service Electric & Gas (PSE&G) electric service territory, the highest values in the state, and
not a weighted average of residential rates across all electric distribution companies. The consultants also
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assumed a 15 percent savings rate across all market segments. While SunPower saves a wide array of
customers money, including through our dealer partners who have their own flexibility to offer the
customer a certain savings, we aim to achieve a savings rate in line with or better than SEIA’s industry
standard, which is 20-30 percent on a dollar-per-kilowatt-hour basis. This is in-line with industry
averages. Slides 13-14 of the SEA/Cadmus slide deck (screenshot below) presented at the September 6
technical session illustrate this sensitivity for small projects. The right-most TREC values are consistent
with solar industry recommendations, because the inputs are now similar.

And lastly, SunPower agrees with the SEIA positions of a fixed-value TREC and the utilization of
factoring. Risk equals additional cost, and a TREC value fixed by the BPU has lower risk than a tradeable
commodity that requires a contract hedge. We do not propose specific factors and instead focus on TREC
values. SunPower supports SEIA’s recommended TREC values 1 as a means of supporting the prior
investments made in pipeline projects. The Alternative Compliance Payments and any base level fixed
TREC values must be calibrated in line with the factor values in order for market segments to receive the
support required to minimize project attrition and meet the Transition Principles established by BPU Staff
in the April 2019 transition document.

Term Length Variation Based on Project Type
SunPower would like to comment on the policy choice on setting the transition incentive term. We
believe that at least a 15-year term is beneficial, and do not support a 10-year term for the transition
incentive. We would like to note that there is a current trend toward 15-year power purchase agreements
(PPAs) in the commercial and industrial market from longer PPA lengths. It is optimal, from a financial
perspective, for an incentive term to match the PPA length. As a result, a 20-year transition term could be
a disadvantage to customers that only enter into 15-year agreements due to other drivers (e.g. real
property lease terms). It would be prudent for the BPU to consider flexibility with regard to the term of
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the transition incentive for this market segment to help ensure that the value of the incentive program can
be maximized. This should also be a topic of discussion within the stakeholder process when the
conversation shifts to the successor solar program.

The Need to Support Projects in Development
As BPU staff prepares final recommendations for Commissioners, SunPower requests that those
recommendations not merely support the “low hanging fruit” of pipeline projects. Solar development can
become extremely complicated, especially when the customer is not a typical residential or commercial
entity. One particularly complex project is SunPower’s 21+ megawatt solar portfolio with the Delaware
River Port Authority (DRPA).
The portfolio is unique in that it consists of eight separate solar projects for DRPA, with six of those
projects sited on DRPA property serving its wholly owned and administered Port Authority Transit
Corporation (PATCO) rapid transit line. The PATCO-sited projects, as currently designed, would
interconnect with the rail electrical infrastructure, behind the customer’s meter. This project faces unique
hurdles because it is not like a typical commercial customer. It is a public entity trying to maximize its
infrastructure (transit parking and rail electrical infrastructure) for solar generation.
This solar transition proceeding presents an opportunity to mitigate a risk project portfolio as it relates to
SRECs and TRECs. If the DRPA projects can apply to the Legacy SREC program as a net metered
system before the 5.1 percent attainment of the solar carve-out, they will be able to follow the transition
rules established for less complicated projects. However, if not, it may be necessary for the DRPA project
portfolio to apply as grid supply projects. In that case, there are limited application windows to seek
SREC (and thus TREC) eligibility and those existing programmatic rules may be insufficient given the
upcoming closure of the Legacy SREC program, the uncertain length of the TRECs, and the unanswered
questions surrounding the successor solar program.
Accordingly, SunPower respectfully requests that the Board incorporate as much responsible flexibility
and discretion into their project eligibility criteria, in order for projects such as the DRPA portfolio to be
given maximum opportunity and optionality to secure eligibility for the transition incentive. This could be
done via a “good cause exemption” described in the SEIA comments. This allows Board staff the ability
to work with these more difficult projects, whose development timelines have been delayed and shaped
by circumstances outside the developer’s and customer’s control. The Murphy Administration is currently
developing a roadmap to a 100 percent renewable energy reality through the Energy Master Plan process.
For that possibility to become a reality, all entities in New Jersey will need to do their part to lessen their
reliance on fossil fuels. A major part of that will be shifting New Jersey public transportation to
renewable energy, such as building solar facilities to serve rail stations.

Conclusion
Once again, SunPower appreciates the opportunity to submit written comments and participate in the
Solar Transition stakeholder process. The Solar Transition, and the work to create the successor solar
program, is key to maintaining a strong solar industry in New Jersey. SunPower, and the industry as a
whole, have reduced our costs over the life of the Legacy SREC program, and successor programs need to
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both facilitate continued solar development. A 100 percent renewable energy future will require a thriving
solar industry, and a public that feels the economic and environmental benefit of renewable energy.
SunPower looks forward to continued dialogue on the solar transition, the successor solar program, and
New Jersey’s commitment to 100 percent renewable energy.

Sincerely,

Robin Dutta
Market Development & Policy
SunPower Corporation
Email: robin.dutta[at]sunpower.com
Phone: 202-341-9513
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M E M O
TO:

BPU Members

FROM: Steve Durst / Steve Trumbo
RE:

BPU Proposal

DATE:

October 18, 2019

Please review these comments relative to the solar transition regulations that you are considering.
The goal stated in the documents provided thus far is for the preservation of an orderly stable and
positive preservation of the solar industry that which has been proposed is anything but and is borne
out by your own consultants analysis of when the market will reach a 5.01% penetration. Initially
this was contemplated as of March 2019 and as recently as last week was revised to between June
and September of 2020. In other words, the imposition of ten (10) year SRECs and the contemplated
additional changes (15% cap) have reduced activity in the industry to a crawl since no one can obtain
financing due to both the known and unknown components being proposed. It is indeed telling that
your consultants declined to answer a question in the last stakeholders meeting as to whether the
proposed program was the product of their thinking or at the BPUs direction. Obviously, if neither
wishes to take credit for this debacle you are not producing a stable orderly positive transition. In
fact, the $38 rescue level for unpurchased SRECs is a clear windfall being set up for the benefit of
the Utilities whose influence is clearly visible throughout your proposal.
Since the alleged concerned of the BPU and the legislature is for the ratepayers in the State of New
Jersey, we propose that the existing levels of SRECs and other features of the existing programs be
maintained for municipal facilities and particularly school boards. There can be no dispute that the
thirty to thirty-five (30-35%) percent savings we are able to provide the above entities is a de-facto
tax break for every taxpayer in those districts. Accordingly, if the BPU and legislature really wish
to give the rate payers a break, this is the obvious way to do so. At a very minimum, all taxing
authority applications (Municipalities, School Boards, etc.) should qualify as a preferred site.
The exemption of offshore wind from any cost cap is a further indication that the stated philosophy
of giving the rate payers a break is hollow particularly in light of the fact that off shore wind is
contemplated to cost at least six (6) times the cost of a megawatt of solar.
The facts are undeniable and pose a direct threat to an industry employing 7,000 New Jerseyans
directly. It is your responsibility to present this industry with an orderly stable and profitable
alternative to that which has been present thus far.
23 Oakwood Drive, Medford, NJ 08055 / tel 215.669.7620 / stevendurst@mail.com

www.synnergyllc.com

Ed Merrick
VP, Policy & Government Relations
Trinity Solar
2211 Allenwood Road,
Wall, New Jersey 07719
tel: 732‐780‐3779
email: ed.merrick@trinity‐solar.com

September 13, 2019
VIA ELECTRONIC DELIVERY
Aida Camacho‐Welch, Secretary
New Jersey Board of Public Utilities
Post Office Box 350
Trenton, NJ 08625‐0350
solar.transitions@bpu.nj.gov
RE: New Jersey 2019/2020 Transition Incentive Staff Straw Proposal (“Transition Straw
Proposal”)
Dear Secretary Camacho‐Welch:
Trinity Heating & Air, Inc. dba Trinity Solar (“Trinity”) appreciates the opportunity to provide
comments on the Transition Straw Proposal and is grateful for the work the Board Staff have put
forth to make the transition as painless as possible.
Trinity has been operating in New Jersey since 1994 and participating in the New Jersey Solar
Industry since 2004. We have consistently been the leader in deploying residential solar systems
throughout the state and are approaching our 25,000th system installed in New Jersey. With
nearly 225 MWs deployed and over 700 New Jersey employees, we are the largest installer in the
state by a wide margin. No other company employs the number of people we do or installed the
number of projects we have. Trinity is very concerned with the direction currently being
proposed in the Transition Straw Proposal and the negative impact it could have on our New
Jersey employees.
After reviewing the Transition Straw Proposal and participating in the various stakeholder
meetings, it is clear Board Staff have the best intentions in transitioning to a viable solar program.
The modeling performed by Cadmus is admirable and a useful benchmark, however, there are
many flaws with this approach. We have seen several states take a similar approach, but many
have failed because they did not truth‐test the modeling results with real‐world facts.
Specifically, the 0.2 factor for net metered projects (<=25 kW) would result in a residential
customer receiving a SREC value of approximately $30 each. As many have pointed out, this
value was calculated using faulty assumptions – we found 9 inaccurate assumptions. Regardless,
whatever number is calculated, the number must be based on what is truly required to move
residential projects forward. Financial modelers do not sell solar projects to residential
customers. What may bear out as reasonable in a model may not work in the real world. Selling
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solar to New Jersey homeowners is getting harder, not easier. The “low‐hanging fruit” has
already been picked. Homeowners require greater savings than in the past. A 10% or 15%
electric bill savings equating to an annual savings of $150 or so simply is not worth the effort of
a residential customer to put solar on their roof. Today, we provide between 25% to 30% in
electric savings to homeowners.
The tariffs on solar panels have already and continue to have a negative impact on our business.
Our costs have risen. With the expiration of the Federal ITC, we will see an additional cost
increase. We cannot pass on these costs to customers and still offer the savings they require (25‐
30%). Safe‐harboring equipment for all future installs is an unrealistic assumption. Further,
residential customers wishing to purchase systems directly will no longer receive the tax credit
once it expires. When that happens, no one will buy a solar system unless New Jersey incentives
are high enough to offset the impact.
In summary, a $30 SREC for residential customers will result in a dramatic collapse in the number
of residential projects installed, will result in lost jobs and will result in New Jersey not meeting
its clean energy goals. We do agree there is significant room to drop the current SREC values.
However, anything less than approximately $125 will result in a major reduction in the number
of residential projects deployed. If the ITC were to be extended, the SREC value could, in turn,
be decreased.
With respect to the questions posed, we agree with and support the comments put forth by the
New Jersey Solar Energy Coalition dated September 13, 2019. Please refer to their comments for
additional input.
Lastly, because of the historically strong New Jersey program, Trinity has been named one of the
fastest growing companies in the state multiple times. With New Jersey as our base, we’ve
expanded to seven states throughout the Northeast and grown to employ approximately 1,800
people living in multiple states. Yet, we call New Jersey our home. It is where we started and
the place we hope to continue to call home.
Respectfully Submitted,

Ed Merrick
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Ed Merrick
VP, Policy & Government Relations
Trinity Solar
2211 Allenwood Road,
Wall, New Jersey 07719
tel: 732‐780‐3779
email: ed.merrick@trinity‐solar.com

October 18, 2019
VIA ELECTRONIC DELIVERY
Aida Camacho‐Welch, Secretary
New Jersey Board of Public Utilities
Post Office Box 350
Trenton, NJ 08625‐0350
solar.transitions@bpu.nj.gov
RE: New Jersey 2019/2020 Transition Incentive Staff Straw Proposal (“Transition Straw
Proposal”)
Dear Secretary Camacho‐Welch:
Trinity Heating & Air, Inc. dba Trinity Solar (“Trinity”) appreciates the opportunity to provide
additional comments on the Transition Straw Proposal and remains grateful for the continued
work the Board Staff puts forth on the Transition.
In our comments submitted on September 13, 2019, we addressed various areas of concern with
the transition. Those comments, relatively speaking, still hold. We greatly appreciate the
remodeling effort that was performed for residential. However, we still see several glaring gaps
in the analysis. In particular, we see errors in the residential capacity factor calculated, the safe‐
harbor assumptions made, and the electric‐rate discount required under a PPA to serve the
residential community.

Capacity Factor
At the October 11, 2019 stakeholder meeting, Cadmus revealed that the calculation of the
capacity factor for residential projects was an average of PJMGats Data and modeled PVWatts
results. PVWatts represents a best‐case scenario and does not represent real‐world data.
Through PJM, the NJBPU has available to themselves performance data on over 100,000 systems.
These data should be used solely instead of blending them with modeled production. By
including PVWatts results, the capacity factor is being averaged up and results in over‐estimating
the actual performance results. This overestimation lowers the modeled incentive required
resulting in a lower than necessary SREC value.

Safe‐Harbor of Residential Projects
According to the comments from Cadmus, all residential projects were assumed to be safe‐
harbored to protect the Section 48 Investment Tax Credit (ITC) of 30%. However, because the
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ITC does not apply to host‐owned systems, individual solar buyers do not qualify for safe‐
harboring. The ITC is a business credit whereas the Section 25D residential solar energy credit is
the tax credit a homeowner buying a system would receive. For this category of buyers, the
system must be installed and operational before January 1, 2020 in order to receive the 30%
personal tax credit.
Moreover, for PPAs there was an assumption that all projects in the transition program would be
safe‐harbored. This is a bad assumption. By our calculations, only about 20% of the PPA systems
would be safe‐harbored. The capital and equipment required to safe‐harbor all residential
projects in the transition program is simply too large.
This inaccurate assumption also falsely lowers the SREC incentive level required to move
residential projects forward.

Base‐line Electric Rate Used for Residential Projects and Discount
required for a PPA
The benchmark electric rate Cadmus used for modeling purposes appears to be that of PSEG. In
general, PSEG has the highest rates in the state, but only accounts for roughly 30% of our
business. By using a high electric rate as a benchmark, the SREC incentive level required is also
skewed to the low end. At a minimum, all utility company rates should be evaluated and a
weighted average used to come up with an appropriate benchmark electric rate.
Next, Cadmus used PPA discount rates reported by individual companies in the survey conducted.
They, then, blended residential discount rates with commercial discount rates creating an
average discount. There are two fundamental problems with this approach. The residential
segment is fundamentally different than the commercial or utility scale segment. A blended
average across different segments is like comparing apples and oranges. They are solar projects,
but the economic requirements are different. Further, Cadmus did not weight the values
provided by those surveyed. Thus, Trinity, who installs over 300 systems every month has the
same input as someone installing 10 systems per month. Again, a weighting of reported numbers
should have been done. In actuality, a survey of existing home owners who have solar through
a PPA should have been performed to see what discount they actually received.

Modeling Summary
The combination of these inaccurate modeling assumptions has led to a modeled result that is
too low to make residential solar viable in the state. An adjustment of the assumptions should
be made to reflect real‐life, actual numbers – not guesses. In addition, I’m surprised I haven’t
heard of any Monte‐Carlo analysis to properly account for uncertainty. As we discussed in our
prior submittal, we need a SREC value of approximately $125. At best, the modeling brings SREC
values to ~$90. More work should be done to adjust the flaws discussed above.
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Kink Years
We strongly encourage the BPU to examine ways to work through the kink years. A significantly
depressed SREC value for 3 years will decimate the solar industry, much less the residential solar
industry. Recovery will take a decade. Aside from a legislative fix, options could include the
following:
‐
‐
‐

‐

Spreading the 7% cost cap across multiple years
Limiting the types of projects that can receive SRECs in the “Kink” period
Modifying the factors of existing and thriving solar segments (i.e. the residential segment)
to increase the value of the SRECs they will receive during the “Kink” period while
decreasing the proposed factors for those segments where current employment is low
Allowing certain segments to sell SRECs generated in the “Kink” Period into the “Post‐Kink
Period”

By all accounts, the BPU is estimating residential solar projects will receive between $25 and $35
for each SREC sold during this period. If other markets are an indicator of what will happen, the
residential solar industry in New Jersey will be significantly hamstrung and take years to recover.
Addressing the issues resulting from the “Kink” period should be of paramount importance to
BPU Staff.
General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition Incentive
design?
Assuming the TI-4 – Partial Long-Term Hedge scenario is used, a key advantage is market
certainty. The challenge is managing through the Kink years.
2) What are the advantages and challenges to the two approaches; a fixed price TREC and a
market based TREC?
If set properly, a fixed price TREC is the best option because it creates market certainty. The
argument for a market based TREC was it allowed headroom for the market to address
uncertainty when the market was maturing and much was unknown about the direction of solar
costs, particularly in a market with rapidly falling solar panel costs. Today, we don’t expect
significant and rapid cost declines. As such, a fixed price TREC is a better mechanism because
it provides the least cost option to the rate-payer while allowing projects to proceed with
reasonable returns. This, of course, assumes the TREC price is properly set.
3) Does the proposed Revised Transition Incentive provide sufficient financial surety for
projects currently in the SRP pipeline that may not reach commercial operations prior to the
closure of the SREC market to new entrants?
No, not at the moment. This is largely because of the pricing of TRECs during the Kink years.
4) How can the Board most accurately predict the amount of capacity expected to be in the
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SRP pipeline at the time the 5.1% Milestone is hit? During what timeframe in the transition
process, would a final determination of the size of the pipeline of eligible projects be
required? Should there be a true-up?
No comment.
Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a
complete SRP Registration or received conditional certification from the Board after October
29, 2018, and 2) have not commenced commercial operation upon the Board’s
determination that the 5.1% Milestone has been attained?
Those projects should be eligible for the transition program.
6) Should the Board cease accepting new registrations to the SREC Registration Program,
and begin only accepting registrations to a new Transition Incentive cluster?
No, not until the 5.1% milestone is met.
Terms for each TREC
7) Please discuss the proposed 15-year TREC term, with appropriate justification for any
recommended changes.
A 15-year TREC term is fine as long as the incentives under such a term are appropriate. The
same is true for a 10-year term or 20-year term.
Value of a TREC
8) Are the TI-ACP schedules proposed in Revised Table 1 to be associated with each
compliance entity option appropriate? If modifications are required, how should the
schedules be adjusted and why?
No, the factoring for residential is too low to continue market momentum. The ACPs during the
Kink years are also too low and will result in freezing the market across most solar segments
inclusive of residential.
9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and
EY23 and increases thereafter, keeping in mind the statutory cost cap the program must
operate under.
The current proposal will decimate the solar market and take years to recover. Various options
proposed above should be considered.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price mechanism
for the TREC market? What factors should Staff consider in recommending how a purchase
price is established?
Unless a meaningful floor price is set, it would be useless to protect project investors. A floor
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price will likely be set too low to prove worthwhile.
11) When and how should a floor price be established to provide the maximum benefit to
ratepayers, developers, investors?
No comment.
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in
finance costs for eligible projects?
No comment.
Factorization of TRECs
13) Do you agree with the proposed categories of factors (Revised Table 2)? Why or why not?
The categories seem ok for a transition program.
14) Please address the financial incentive levels for each of the four project types.
As stated previously, the proposed incentive levels are too low for residential.
15) Do you agree with the proposed assigned factors? Why or why not? Please provide
documented explanations for your response.
No, we do not agree as stated previously.
Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e. having
the compliance entities be: 1) Third Party Suppliers and Basic Generation Service
Providers, or 2) the Electric Distribution Companies.
No comment.
17) Which of the two options is preferable for the Transition Incentive?
We believe the Third Party Suppliers option is preferable.
18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the compliance
entity, while a market-based price for TRECs lends itself to the TPS/BGS Providers serving
as the compliance entity?

Not necessarily. More information is needed to properly evaluate the pros and cons of each
approach, however, TPS should be able to work under a fixed price scenario.
Respectfully Submitted,

Ed Merrick
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Kyle Wallace
Manager, Public Policy
Email: kyle.wallace@vivintsolar.com
Vivint Solar’s Comments on the 2019/2020 Transition Incentive Staff Straw Proposal
Vivint Solar appreciates the opportunity to submit comments on the New Jersey Solar Transition Incentive Staff
Straw Proposal. Vivint Solar commends staff for the level of stakeholder engagement, detail, and time spent on
the transition proposal and the forthcoming successor program. The SREC program has been a key feature of the
New Jersey solar market and the impact of the coming changes make this process incredibly important to get
right.
New Jersey was the first state in which Vivint Solar operated, beginning in 2011. Over the last 8 years Vivint
Solar has served more than 17,000 residential customers, totaling approximately 120 MW of installed solar
capacity. Vivint Solar offers consumers both third-party and customer owned financial products. Vivint Solar
provides a full-service experience to customers from sale to design to installation and maintenance for 20 years.
With over 400 employees statewide including installers, electricians, sales representatives, surveyors, and
warehouse staff Vivint Solar is committed to New Jersey’s clean energy future. The residential solar segment in
New Jersey employs thousands of residents of New Jersey whose livelihoods will be affected by the decisions
made for this transition, and successor, program. The economic benefit to the state is significant and to reach a
100% clean energy future there will need to be a strong solar industry for all market segments.
Vivint Solar almost exclusively serves residential customers and thus the following comments are only intended
to address that market segment.

General Structure of the proposed Transition Incentive
1) What are the potential advantages and challenges of Staff’s proposed Transition Incentive design?
From a residential solar perspective, one of the fundamental challenges for the transition incentive is that there
will several months of customers that will be at varying points in the development process that will end up
relying on the financial stability provided by the transition incentive despite hoping, or expecting depending on
when they were contracted, to make it into the legacy program. These customers and developers need to have a
reasonable level of financial stability for the pipeline projects.
The transition program should be as simple as possible given the circumstances so that more time can be used to
develop the successor program. Also having fewer differences between the current SREC program and the TREC
program will make it operationally easier for developers to adjust to. For example, in Massachusetts during the
development of the SMART program factors were applied to projects entering the SREC II program. This
effectively served as a transition as it reduced the SREC cost to ratepayers and was very simple for developers. In
effect the only thing changed as the number of RECs being generated, but they followed the same ACP schedule
and value as other projects. This was very simple and easy to integrate and does not need to be tracked
separately.
Given that the transition group of projects wills be relatively small, having to have 3 groups of assets (legacy,
transition, and successor) with different schedules, values, and registration processes seems unnecessarily
complex. We continue to believe that simply applying a factor to projects in the pipeline when the legacy
program is closed and then allowing them to function as legacy projects would be the easiest solution.
Production would still be reported to GATs to generate SRECs and those projects could be marked as factored
projects. It would require a market-balancing mechanism, but since that mechanism will already be necessary
regardless of whether the pipeline projects are allowed into the legacy program or not, that can be worked out.

2) What are the advantages and challenges to the two approaches; a fixed price TREC and a market based
TREC?
A fixed price TREC has several advantages for the transition market. First, it provides certainty to the market as
the 5.1% trigger nears that project economics will still be viable even if they do not end up qualifying for the
legacy SREC program. Certainty for these projects are vital, especially for residential projects that have shorter
cycle times, because they may already be installed or have had substantial costs incurred. If a market based
TREC is used with an ACP, there will be greater uncertainty regarding the actual TREC value and thus higher
discounts and unnecessary perceived risk. This perceived risk could lead to ratepayers paying more than
necessary for the transition program. Second, the market for the TRECs may be very small and will be a closed
market with fixed supply and presumably some method of fixed demand. In such a small, fixed market there
would not be sufficient liquidity to make the market work efficiently and could end up with poor results for
ratepayers and TREC owners. The simplicity of a fixed price TREC would be preferred from Vivint Solar’s
perspective.
3) Does the proposed Transition Incentive provide sufficient financial surety for projects currently in the SRP
pipeline that may not reach commercial operations prior to the closure of the SREC market to new entrants?
With the current ACP schedule and factorization, it would be insufficient financial surety for residential projects.
The reality is that the proposed values would make nearly all pipeline projects uneconomic. This would chill the
market significantly as the market nears the 5.1% and would lead to major consumer protection issues where
customers were expecting a much higher SREC value only to end up with the much lower TREC value. For
customer-owned systems, it is highly unlikely they would have purchased the PV system if they had known they
would have ended up in the TREC program as opposed to the SREC program given that pricing. Having a TREC
value worth approximately 10-20% of prior program provides no confidence at all to the market. The use of a
project’s operational date as the cutoff milestone will be an inherent issue with customers who barely do not
make the SREC program because it will be impossible to accurately predict whether a system will achieve PTO
prior to the 5.1% given the parts of the process that are outside of the customer or developer’s control. The
impact on these homeowners should be considered when setting the transition mechanics and values.
4) How can the Board most accurately predict the amount of capacity expected to be in the SRP pipeline at the
time the 5.1% Milestone is hit? During what timeframe in the transition process, would a final determination
of the size of the pipeline of eligible projects be required? Should there be a true-up?
The final determination of projects eligible for the transition program should be made at the time the 5.1% is hit.
Any project with an approved SRP at that time that is not operational should be eligible for the transition
incentive. A project that has been issued “PTO” by the utility on or before the day that the 5.1% is hit should be
allowed to complete their registration with the legacy SREC program. No project should be unwillingly moved
from the legacy program to the transition program due to a post-facto determination on the 5.1%. We continue
to emphasize the importance of a market balancing mechanism for the legacy SREC program to ensure that
completed projects can retain a reasonable SREC value to achieve their expected project economics. As the 5.1%
nears, the BPU should closely examine the capacity in the pipeline and how it has changed from month to month
to have an estimate of what the total capacity will end up being.

Eligibility
5) How should the Board treat projects entering the SRP pipeline that have not 1) filed a complete SRP
Registration or received conditional certification from the Board after October 29, 2018, and 2) have not
commenced commercial operation upon the Board’s determination that the 5.1% Milestone has been
attained?
Provided that a successor program is ready for implementation, projects that do not have a complete SRP
registration and have not commenced operation should qualify for the successor program and not the transition

or legacy programs. Projects that have a completed SRP but have not yet received operation should be eligible
for the transition program. However, at this point we have concerns about whether such a successor program
will be ready for implementation at that time given our experience in other jurisdictions where delays in
implementing incentive programs has been common (SMART in Massachusetts and the Adjustable Block
Program in Illinois as recent examples). Should the successor program not be ready, then the transition program
must remain open for new registrations until the successor program is ready. For the residential market,
continuity of programs and continuous open enrollment is vital to preserving project development and the jobs
that accompany them. If there is a 3 or 6-month gap in programs, particularly if the details of the new program
regarding physical components/metering and program eligibility criteria or paperwork are unknown, then
businesses will have to cease operations and lay off employees.
The transition must be exactly that – a transition. It is logical and necessary for the transition program to fill in
the gap between the SREC program and the successor program, whether that gap is just the pipeline projects at
the time of SREC market closure or for several months between the programs.
Of the two options presented for project eligibility, we strongly support Option 1 which we believe is required by
statute and will be the most workable for the industry.
6) Should the Board cease accepting new registrations to the SREC Registration Program, and begin only
accepting registrations to a new Transition Incentive cluster?
No, the SREC registration program should remain open until the 5.1% level is hit. It would be a major shock to
the market if the BPU issued an order closing the legacy program to new applicants and announcing the
incentive value at the same time without adequate notice because all new projects and recently contracted
projects would be in jeopardy, particularly if the current straw proposal values were the final values.
Terms for each TREC
7) Please discuss the proposed 15-year TREC term, with appropriate justification for any recommended
changes.
Holding all other values constant, Vivint Solar typically prefers shorter TREC terms. However, given the concerns
about exceeding the statutory cost cap we believe a 15-year TREC term with lower TREC values over that term
would be appropriate and workable. Increasing the term life to 20 years could also be an option to further
reduce cost cap risk as long as doing so would allow there to not be such low ACPs in years 1-3 so that the value
could be fixed over the full 20 years. We prefer shorter TREC terms due to the time value of money and overall
increase in cost to ratepayers, but we can accept longer terms if needed to achieve other policy objectives.
Value of a TREC
8) Are the TI-ACP schedules proposed to be associated with each compliance entity option appropriate? If
modifications are required, how should the schedules be adjusted and why?
Please see the answer to questions 9, 14, and 15 which address the ACP schedules, TREC values, and factors.
9) Please critique the proposal of a “custom” TI-ACP which is relatively low in EY21, EY22 and EY23 and
increases thereafter, keeping in mind the statutory cost cap the program must operate under.
The custom TI-ACP is not ideal for a variety of reasons including increasing overall ratepayer costs for the
program, being a challenge for financing and revenue models given the typical nature of current SREC
monetization practices, and for consumer protection reasons.
To start with the consumer protection piece, when a customer is looking at a quote to purchase a solar system it
would likely use the 15-year TREC revenue (which may be illustrated as an average $/TREC value or reflected as a

$/W). However, when the customer begins to receive the TREC payments in year 1 they will see a much lower
value than they may have been expecting. Developers can do their best to explain to customers what to expect
with the TREC value, but the reality is that if the customer sees a really low value in year 1 then they will
automatically be suspicious that the value will actually increase in year 4 to make up for the lower values in the
first 3 years. Trying to explain to customers the intricacies of the SREC/TREC funding, statutory cost cap, exempt
load, and other terms will likely not be convincing. A fixed price that is guaranteed would help reduce this as the
TREC schedule could be verified by the customer from official sources such as the BPU, but the risk would
remain.
Currently most REC contracts for New Jersey are between 3-5 years depending on market conditions. If the
transition incentive is market-based then having the custom ACP schedule would be problematic as the later
years are typically heavily discounted. With a fixed-price TREC schedule, the low values in years 1-3 would be
more manageable for developers and asset owners.
Vivint Solar understands the difficulty of working within the statutory cost cap as the need for the reduced ACPs
in the first 3 years, but we would encourage staff to think about dealing with the cost cap in ways that will not
damage the future of the solar industry. The program has run beneath the cost cap for many years and we
would encourage looking at an average cost over the life of the program rather than each individual year.
Additionally, we would like to draw attention to a key piece of the consultant’s report that the largest factor as
to whether the cost cap will be exceeded in any given year is the cost of the legacy SREC program. Should a
market balancing mechanism be used that could potentially reduce the legacy program costs without causing a
market crash, it would both create room for the transition and successor programs under the cost cap and
provide developers and asset owners the financial certainty for legacy projects.
10) What are the implications of establishing a “Buyer of Last Resort” and floor price mechanism for the TREC
market? What factors should Staff consider in recommending how a purchase price is established?
We believe that a fixed price TREC is the most efficient and simple way of administering the program of the
options presented which would not require a floor price. A buyer of last resort with a floor price mechanism will
provide investors and financers certainty regarding the downside risk of the TRECs which would be beneficial
should a market-based mechanism be used for the TREC program.
11) When and how should a floor price be established to provide the maximum benefit to ratepayers,
developers, investors?
A floor price in a market-based program should be high enough to be meaningful for projects and ensure that
they are economically viable while still allowing for ample room for the market to operate to reduce overall cost
to ratepayers. If the ACP is set to provide an approximate TREC value that fills the gap in project revenues
identified in the CREST model, the floor price should be below that by some percentage. One way to set the
floor price would be to identify the expected difference between the ACP and market value of the TREC and then
apply that gap between the market price and the floor price.
12) Would the availability of a floor price above the NJ Class I ACP provide any reduction in finance costs for
eligible projects?
Generally, a floor price above the NJ Class I ACP would improve a downside analysis for financers and would
likely reduce the financing costs for projects. However, the extent of the reduction in finance costs will depend
on the actual floor price. It is not clear for transition projects that this would have a meaningful impact for
residential financing given those tax equity or debt deals will likely be in place before the transition program is
finalized. For larger projects it will be more meaningful.
Factorization of TRECs

13) Do you agree with the proposed categories of factors? Why or why not?
The factor categories are reasonable based on the major market segments, though clarity will be required
regarding special project types that may be eligible for two or more categories.
14) Please address the financial incentive levels for each of the four project types.
Given that Vivint Solar focuses almost exclusively in the residential market we will limit our comments to that
market segment. The factors applied to the proposed ACP schedules produce results that will not work for
residential. We believe that with a 15-year TREC term, the average TREC value over that time period needs to be
between $110-$125/TREC to ensure that the value proposition remains viable for projects that have already
been contracted and potentially already installed.
Based on the September 6th workshop with the Board’s consultants and the subsequent revision of the initial
TREC values and factors, we would like to address several of the key variables that led to the proposed TREC
values which were far lower than the industry believes is viable – particularly for a transition incentive meant to
not undermine already-built projects. Several of these are still significant issues in the second draft of the TREC
values and factors.
Project Revenues
One of the largest remaining errors for the residential sector’s gap analysis is the use of PSEG as the utility. This
was not corrected in the second draft of the straw proposal, in fact it was not even addressed despite being
brought up proactively as an issue by the consultants and the industry. The rationale for the initial use of PSEG in
the straw proposal, from the consultant’s report, was:
“We base all incentive targets off the COE for projects in PSEG, as this service territory represents the bulk of the
NJ solar market and is generally the highest cost territory for solar development (given PSEG’s lower cent/kWh
net metering rate than the other three EDCs). (emphasis added).
That emphasized assumption is not true for the residential sector despite being true in the other project
segments. JCP&L provides the lowest net metering credit value for residential customers at approximately 14.26
cents per kWh as compared to PSEG’s 17.55 cents per kWh, according to the consultants. That differential, and
its impact on the CREST model, is non-trivial and needs to be corrected. The difference between PSEG and JCP&L
for the residential segment really is about the second point (highest cost territory due to lower net metering
credit value), as that is what actually has relevance for the model. As a minor point, the PSEG rate of 17.55 cents
per kWh seems inflated as well. The utility tariff curator and calculator service Genability released its monthly
updated showing an avoided cost of power for PSEG of 16.6 cents.
In order for the methodology of the analysis to remain consistent, JCP&L rates must be used for the residential
market segment. The consistency of the methodology is not based on whether the same utility is used for each
market segment, rather it is consistency as to why a utility was used for each segment. As shown above, the
methodology was meant to select the territory with the lowest net metering credit value. That is the part that
must be consistent between market segments which would require the use of JCP&L for the residential sector.
Without making this change, the analysis will have made an arbitrary decision to use PSEG without any rational
basis which will have the impact of undervaluing the incentive gap for residential projects.
The handout from the Mid-Atlantic Solar & Storage Industries Association (MSSIA) provided at the October 11th
Stakeholder Meeting showed their IRR calculations for each market segment under the revised transition values.
For the net metered project segments there is a stark difference between residential and rooftop commercial
IRRs. What is driving that IRR gap? The only major methodology difference is that for the commercial sectors
they are using the lowest net metering credit value and for residential they are using the highest net metering
value.

ITC Treatment
The model uses a 30% ITC value for all projects in the pipeline regardless of ownership type. This assumption is
clearly inappropriate for residential systems. While there will be some ability to safe-harbor materials for some
third-party owned systems, there is no ability for customer-owned systems to safe-harbor and receive the full
30% ITC value. As such it would be more appropriate to use an average ITC value that takes into account the
differences of situation. For the percentage of customer-owned systems a 26% ITC should be used. For thirdparty owned system it would make sense to assume a ratio of how many will be safe-harbored at the 30% and
then use a weighted average to determine the final ITC percentage used in the model.
Third-Party Ownership Savings
In the October 11th meeting the consultants disclosed that the 15% savings figure was an average between
commercial and residential and then used for both segments. This accounts for the discrepancy between what
the major residential market players are seeing and what is included in the model. It is common for commercial
PPAs to have a lower savings percentage than residential customers, thus averaging the two will end up inflating
the TREC value for commercial and reducing the TREC value for residential. This is a second modeling choice that
has produced very different IRR results for commercial net metered systems versus residential net metered
systems.
The best, and only, place to determine an “actual” estimated savings percentage for the model would be
examining the contracts that are part of the SRP registration and comparing those rates to the appropriate utility
rates. Individual companies can make representations of what their average savings percentages are, but if staff
is looking for hard data then they must use the SRP database. We understand that the records in the SRP
database may not be easily searchable or in a usable format and as such, staff and the consultants will need to
take the information provided by individual companies in these comments to inform whether 15% is an
appropriate savings percentage. We believe that it is too low.
From our perspective, the use of a 15% savings figure for New Jersey is out of step with what we see in the
market. Savings is typically the key factor for a customer’s decision to install solar on their home, and the savings
has to be substantial enough to overcome the added complexity and risk a PV installation could bring. Based on
our internal estimates from installed systems within the last year in New Jersey, we believe that the savings
percentage in the CREST model should be at a minimum 20% but could be argued to be as high as 25%. This
better reflects the reality in the residential market.
Capacity Factor
The lifetime capacity factor used for the original TREC analysis was 14.4% (15.3% year 1 capacity factor), which
would represent a near-optimal system’s production. The vast majority of residential systems do not have
optimal solar exposure due to the tilt and/or azimuth of the system, shading, and available roof space.
Additionally, due to the saturation of the residential market, we have seen a decline in the system capacity
factors for new systems when compared to those of systems installed in prior years.
The higher the capacity factor, the higher project revenue per kW of capacity is assumed which affects the gap
analysis in the CREST model. A more appropriate assumption would be that of an average system in New Jersey,
or one based on the average capacity factor based on PJM-GATS data. This figure in the PJM GATS analysis is
shown to be 13.8% for all projects.
The consultants believe this figure is skewed low because it reflects self-reported generation and it reflects
various vintages of projects that may be much older and thus have seen production degradation. These are valid
concerns. Regarding the self-reporting issue, it is relevant to point out that this is the data used for the actual
generation of SRECs and thus tied to the actual system revenues a project receives. If the reality is that many
systems are receiving less SRECs and thus revenue than what a perfect production model would show, then
perhaps a “loss factor” should be applied in this gap analysis to determine appropriate incentive pricing. In lieu

of a separate loss factor, a lower starting capacity factor could be used to achieve the same result. This analysis
should reflect reality, and the reality is virtually all residential systems will have imperfect reporting or imperfect
production.
We believe the figure used in the PJM-GATS analysis of 13.8% would be an appropriate capacity factor that best
reflects the reality of the market.
System Cost Data
The consultants initially used the 37.5% percentile of system cost data for their model. This equates to a
$3,071/kW cost for systems 25 kW or less. The stated policy goal of choosing this figure was that it would drive
the market costs down as more expensive projects wouldn’t work financially and thus would not be built. This
policy approach is inappropriate for the transition incentive. The reality is that given the small population of
systems that will be eligible for the transition incentive, the fact that all of these projects will be in various points
in the post-contract development cycle, and that there will be uncertainty in the market for a several month
period as to which incentive value a project will be eligible for, there will not be the environment for this to
actually drive down the costs of future projects. In fact it will either prevent projects from even entering the
program all together if the value is too low, or it will end up being a major financial loss for either the
homeowner or third-party owner.
There will be several months-worth of residential projects that will have already been built or had substantial
pre-installation work completed that will end up in the transition incentive. Because they will already have been
contracted and potentially installed (but not operational), the cost of that project won’t change at all.
The point of a transition incentive should be to bridge the gap from the legacy program to the successor
program. It should do this by providing relatively similar, though lower, incentive values for the transition
pipeline projects so that they have enough financial certainty to be built. With that goal in mind, it would be
more appropriate for the transition gap analysis to use a higher percentile cost figure to ensure that the majority
of projects that are in the pipeline will still be viable even if the overall economic value has declined. In the
revised proposal they used a 50th percentile cost (with the associated range for the modeling) which is more
appropriate given the circumstances. We believe that the selected percentile could be higher, but we believe
that the issues discussed previously are overall more important to address.
This is not to say that using a lower percentile to incent the market to reduce costs is always the wrong
approach. For a successor program that will presumably be in effect for a much longer period and thus have the
time to actual drive market behavior such a policy choice could be appropriate. However, for a limited-run
transition program dealing with pipeline accounts such an approach would undermine the financial stability of
those projects.
Impact of Further Changes
Ultimately the transition incentive value needs to be high enough that a project not making the legacy program
can still be economical. The TREC values and factors in the second straw proposal do not meet that goal and
need further refinement, though they are much closer than the first draft. We believe the changes described
above would result in a CREST model value equivalent to the TREC value range being offered by the industry. We
reiterate that the levelized value of a 15 year TREC should be between $110-$125.
The consultants only included 11 MW of residential solar projects in the pipeline, which accounted for a mere 2%
of the total pipeline. While we believe that there will likely be more than that in the pipeline, we don’t believe it
would likely exceed 5%. Given the small percentage of the pipeline MW at issue here, an increase in the TREC
values to the amounts offered by the industry would have a very small impact on cost cap calculations and total
ratepayer costs. The increased cost is likely smaller than the sensitivities surrounding several of the inputs in the
consultant’s cost cap model.

15) Do you agree with the proposed assigned factors? Why or why not? Please provide documented
explanations for your response.
Please refer to our answer in question 14 that describes in detail our thoughts on the value of the TRECs and
what they would need to be for a viable transition market. With the provided ACP schedules for the different
options, we believe the residential factor would need to be .7 to work.
Compliance Entities
16) Please discuss the advantages and disadvantages of the two proposed options, i.e. having the compliance
entities be 1) Third Party Electric Suppliers and Basic Generation Service Providers, or 2) the Electric
Distribution Companies.
We defer to the comments filed by SEIA on this matter.
17) Which of the two options is preferable for the Transition Incentive?
The preferable option in our view will depend on whether the TREC is market based or fixed price. If market
based then option 1 for Third Party Electric Suppliers and Basic Generation Service Providers would be preferred,
and if a fixed TREC then the EDCs would be preferred – or a single entity on behalf of the EDCs (which then would
distribute the TRECs to the appropriate EDC) to simplify the transactions for the TREC market. Given the small
number of systems in the transition program and the 15-year TREC life (if approved), it would be beneficial to all
parties to make it as simple as possible.
18) Do parties agree that a fixed price TREC lends itself to the EDCs serving as the compliance entity, while a
market-based price for TRECs lends itself to the TPS/BGS providers serving as the compliance entity?
Generally, we agree with this understanding. If the TRECs have a fixed price then it makes sense to limit the
number of entities that need to purchase the TREC for simplicity. Without market-based pricing, the size of the
market participants on the purchasing side is irrelevant. If a market based TREC is used then we would prefer a
larger pool of buyers to prevent a single (or small group) to dictate the market conditions.
Consumer Protection
At the September 4th workshop the question was posed regarding protecting customers in this transition and
what contractual terms are typical with changing incentive programs and ideas for mitigating the issue for
individual homeowners who end up in the TREC program rather than the expected SREC program.
For a lease or PPA, the change in the incentive program will be fully borne by the developer. The contract with
the homeowner itself will not be affected, but if the TREC value is extremely low then the developer will be
taking losses on every system that ends up in the transition program rather than the legacy program. It is
possible that developers would cancel contracts with customers that have not had substantial costs incurred to
minimize those losses. Dramatic changes in expected revenues for a set of residential projects will affect tax
equity arrangements which could make it more difficult to finance projects in New Jersey through less favorable
terms or greater perceived risk.
For a customer-owned system it is more complicated. The majority of homeowners currently retain the rights to
the SRECs and work through a third party SREC aggregator service to monetize those SRECs. Under that
arrangement, the homeowner would be substantially harmed and the installation contract likely contains no
language addressing a change in incentive programs. Alternatively, Vivint Solar and others may offer to reduce
the purchase price of the system in return for the rights to the SRECs. For homeowners who do not wish to deal
with SREC reporting and trading, this can provide a significant benefit in their system economics right away while
pushing the risk onto the installer/developer.

At the stakeholder meeting Robin Dutta with SunPower proposed a potential solution to this problem by
allowing systems that can demonstrate project installation by the 5.1% to remain in the legacy program (rather
than full commercial operation date). We believe that this would be a better solution to ensure that fewer
systems that are already installed end up barely missing eligibility for the legacy program. For Vivint Solar,
customers have the right to cancel their contract up until installation, thus if a homeowner missed out on the
legacy program and they are not willing to move forward with only the TREC value then they would have that
option to cancel still. It would also allow developers to re-negotiate contracts if needed before the installation is
completed.
A useful example of the importance of having a transition milestone being earlier in the process is what
happened with the implementation of the SMART program. While the SMART program gave approximately 60
days from the DPU’s order to the opening of the SMART program, the use of PTO as the milestone to qualify for
SREC II was problematic because there was still several months of projects that it was unclear whether they
would reach PTO by the date certain. This was even more problematic because participating in SMART instead
of SREC II meant systems needed physical changes to the metering configurations and paperwork with the
utilities and cities which led to delays for a large number of customers. It was costly for installers, burdensome
for the utilities and installers, and frustrating for customers that were already installed but didn’t make the SREC
II program. New Jersey should strive to avoid this type of outcome with the transition program and with the
eventual successor program.
If possible, we would recommend at a minimum allowing systems that can demonstrate they were installed on
or before the 5.1% date to participate in the legacy program.
Conclusion
We appreciate the opportunity to comment on the Transition Incentive Straw Proposal and look forward to
continuing to participate in the stakeholder process. We strongly recommend that staff put out a second revised
proposal with fewer options and more clear terms based on the feedback on the straw proposal and allow a
second round of comments. Given the number of options on a variety of topics (eligibility, market based versus
fixed price, multiple ACP’s and TI scenarios) it would be helpful to know what BPU staff have moved towards
prior to a board ruling.
Sincerely,

Kyle Wallace
Manager, Public Policy
kyle.wallace@vivintsolar.com

Via Electronic Filing
October 18, 2019

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 Solar Transition Staff Straw Proposal

Dear Ms. Camacho-Welch,
The enclosed comments are submitted on behalf of Vote Solar, GRID Alternatives, Environment
New Jersey, Solar United Neighbors of New Jersey, and Earthjustice. Thank you for the
opportunity to weigh in on this important topic and we hope you will consider our
recommendations below in response to the New Jersey Solar Transition: 2019/2020 Transition
Incentive Staff Straw Proposal.
Please let me know if you have any questions or if you need further information.
Sincerely,

Pari Kasotia
Mid-Atlantic Director
Vote Solar
202-670-6852
pari@votesolar.org

Introduction
We appreciate the Board of Public Utilities staff’s proposal to create an interim incentive
structure called the Transition Renewable Energy Certificates (“TREC”) that would incentivize
projects in order to bridge the gap between the Legacy and Successor Programs (the “Transition
Incentive”). This is a crucial step to ensure solar industry has certainty on project incentives and
there isn’t a loss of potential solar projects already in the pipeline. We also appreciate the use of
factoring system that would ensure appropriate financial incentive for the various types of solar
projects being developed.
We agree with the Solar Energy Industries Association (SEIA) that a fixed price option with the
obligation placed on the electric distribution companies (EDCs) is preferred. As noted by SEIA,
the transition program will result in a very small solar market. Employing a market based option
will increase vulnerabilities and market fluctuations resulting in increased risk and cost. And so,
a fixed price option will offer stability and certainty.
However, there are two topics that we would like to draw your attention to. One is the treatment
of projects predominantly serving low-to-moderate income (LMI) customers and second,
ensuring that residential projects have a well-thought out incentive factor assigned to them.
Assigning a Factor for Projects Serving LMI Customers
From EY2005 through EY 2018, New Jersey ratepayers have contributed over $2.7B to New
Jersey’s SREC program 1. Of that, approximately 35% of New Jersey ratepayers are low-tomoderate income 2. These customers have contributed to the SREC program through the rate
base, generally representing a proportionally higher percentage of their income or “energy
burden”. However, these ratepayers have largely not benefited from the suite of financial,
economic and environmental benefits the SREC program provides. This is due to the fact that the
SREC program has not been structured appropriately to address barriers faced by these
communities and support their participation, at scale.
This is an opportune time for New Jersey to create an incentive structure that would reward solar
developers and projects serving LMI customers. One can argue that the successor program could
create a factor for LMI projects. However, we strongly believe that LMI customers should not
have to wait any longer to benefit from the SREC program. While New Jersey’s solar
1

Total cost to ratepayers from EY2005 to EY 2018 for SREC and SACP (Solar Alternatives Compliance
Payments). See New Jersey Board of Public Utilities RPS Compliance Reports, ‘RPS Report Summary
2005-2018’. Available here: http://njcleanenergy.com/files/file/rps/EY18/RPS%20Comp%20EY%2020052018.pdf
2
GTM Research (2018). The Vision For Community Solar: A Roadmap for 2030. Slide 136. Retrieved from:
https://votesolar.org/policy/policy-guides/shared-renewables-policy/csvisionstudy/#reportdownload

investments benefit all ratepayers and create good, solar jobs for the entire state, it is important to
structure the program moving forward to ensure that LMI ratepayers and environmental justice
communities can tangibly benefit from the program at scale. We urge BPU to adopt a Transition
SREC incentive program and SREC Successor Program that ensures equitable and just access for
NJ’s LMI customers.
This can be achieved through the adoption of TREC adders for projects serving LMI customers,
or through the introduction of TREC factors that support projects benefiting LMI customers. In
particular, we would like to see higher incentives for rooftop and community solar projects
serving low-income residential customers, low-income service organizations, or affordable
housing facilities projects sited in environmental justice communities, brownfields, parking lots,
and landfills, and community solar projects with a large number of small subscribers (e.g. over
51% residential and small commercial). Moreover, incentive structure should differentiate
between low-income residential and low-income service organizations, including low-income
affordable housing facilities, where higher incentives are allocated to low-income residential
sector.
Massachusetts (MA) and Illinois (IL) both provide examples for how these incentives could be
structured. For example, under MA’s SREC II program, the state developed factors for SRECs
generated by different market subsectors such as low-income and affordable housing. Similarly,
the IL Power Agency set REC prices at a premium for low-income community solar projects vs.
non LI projects, in some cases exceeding 30%.
When structuring incentives for low-to-moderate income customers, it is important to consider
the following:
● LMI customers are less able to access or qualify for financing and the costs of structuring
financing serving these customers creates higher transaction costs.
● Marketing and acquiring LMI customers is generally a higher cost, at least 25% or more
● LMI customers generally need to experience a higher savings to motivate their
participation, often at least 50% for LMI residential customers. Savings thresholds for
affordable housing providers may be lower. Robust consumer protection should be
included to ensure savings and overall benefit for LMI customers is maximized.
● An approved vendor process 3 should be included to be eligible to access LMI incentive
factors
We present one approach to introducing factors to support LMI customer adoption, using the
base Fixed Price Approach TREC factors from the strawman proposal. Factors are structured to
support LMI residential NEM projects, projects for LMI multifamily affordable housing and
nonprofits, and LMI community solar projects. While project factors may seem high, especially

3

See approved vendor process under Illinois Solar for All Program.
https://www.illinoissfa.com/app/uploads/2019/08/Approved-Vendor-Bios-for-ILSFA-website-8.28.2019.pdf

for LMI residential customers, we note that they are still below the average SREC prices paid as
recently as 2018 4.
Modeling assumes access to solar Investment Tax Credit (ITC), aside for one LMI residential
scenario. Factors may need to be adjusted as ITC levels decrease. The below recommendations
are intended to outline how BPU can approach LMI factorization within the TREC program, but
will need to be adapted to the Solar Transition Consultant’s models.
Sources for modeling:
● Cost $/Watt DC prices are based on NREL PV benchmark pricing, Q1 2018 5
● System production modeling uses NREL PV Watts 6
LMI Residential
Assumptions:
•
•
•
•
•
•

Cost per watt installed: $2.80
System size: 4 kW
Annual production: 9443 kWh
TREC Term: 15 years
Average retail rate: $.14 / kWh
Net utility bill savings: Modeling below assumes LMI customer savings of 100% (entire
value of NEM crediting). This assumption is used because even if LMI residential
customers are contributing financially to projects, without credit support from a green
bank or other entity, this revenue would not be financeable. If one or more financial
support mechanisms are developed in New Jersey, the TREC may be reduced. Because
the TREC is paid out over time, modeling below assumes an entity would need to
monetize the TREC up-front on behalf of the LMI customers to pay for the solar
installation and be paid back over time through the TREC (assuming a ~7% cost of
capital). Modeling presents two scenarios, one in which a third-party 7 monetizes the ITC
on behalf of the LMI customer; and another assuming the ITC could not be monetized.

LMI / Residential (NEM 25 kW and below)
TREC Base
4

ITC

TREC Factor

Effective TREC

5

http://www.njcleanenergy.com/renewable-energy/project-activity-reports/srec-pricing/srec-pricing
https://www.nrel.gov/docs/fy19osti/72399.pdf

6

https://pvwatts.nrel.gov/pvwatts.php

7

See example from California programs: https://www.lowincomesolar.org/best-practices/single-familycalifornia/

$65.00

NO

3.5

$227.50

$65.00

YES

2.5

$162.50

LMI Multifamily Affordable Housing & Nonprofit
Assumptions:
•
•
•
•
•
•

Cost per watt installed: $1.91
System size: 100 kW
Annual production: 255,400 kWh
Term: 15 years
Average retail rate: $.10 / kWh
Net utility bill savings: 50%

TREC Base

ITC

TREC Factor

Effective TREC

$65.00

YES

1.90

$123.50

LMI Community Solar Project (51% LMI subscribers)
Assumptions:
•
•
•
•
•
•

Cost per watt installed: $1.72 /W
System size: 1 MW
Annual production: 3,358,510 kWh.
Term: 15 years
Bill credit: $.09 / kWh
Net utility bill savings (for the 51% LMI customers): 50%

TREC Base

ITC

TREC Factor

Effective TREC

$65.00

YES

1.5

$97.50

Increase the Factor used for Residential Sector Projects

We also recommend that BPU revisit the factor of 0.2 for the residential sector of projects that is
less than 25 kW in size. Nearly all residential solar projects are less than 25 kW in size, and this
low factor will significantly halt development of residential solar systems. BPU should recognize
the numerous public policy goals residential systems offer such as job creation and local
economic growth. Reducing the incentives for the residential sector risks industry growth and
impacts solar job growth for New Jersey.

Conclusion
The goal of the new TREC and any SREC successor program should not only be to support the
solar market but also spread the benefits of clean energy to all customers, regardless of income
and housing type. With that in mind, we not only support a higher factor for projects servicing
LMI customers but also support a higher set of incentives for projects that combine solar plus
storage and especially solar plus storage for low-income projects.
Incentivizing projects that help meet policy objectives of serving clean energy to low-income
customers is a win for all. If New Jersey is committed to transitioning all New Jersey residents to
the clean energy future - which is necessary to get to 100% clean energy by 2050 – incentives
and funding must be deployed in an equitable, inclusive manner. The TREC and SREC successor
program should drive access, ownership, and job opportunities for LMI and underserved
communities, who stand to benefit most from New Jersey’s transition to clean energy.

