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New Jersey Staff Straw Proposal on  

Clean Energy Act of 2018 Statutory Cost Caps (³StraZ Proposal´) 
 

VIA ELECTRONIC DELIVERY             January 31, 2020 

Aida Camacho-Welch, Secretary 
Board of Public Utilities 
44 So. Clinton Avenue 
Trenton, NJ 08625 

 
Re: EMA Comments on NeZ JeUVe\¶V Staff Straw Proposal on Defining the 
CleaQ EQeUg\ AcW Rf 2018¶V Statutory Cost Caps 

 

Dear New Jersey Board of Public Utilities and Staff: 

The EQYLURQPeQWaO MaUNeWV AVVRcLaWLRQ (³EMA´) is pleased to help inform the 
design of New Jersey¶V solar transition as UeTXLUed b\ P.L. 2018, c.17 (Whe ³COeaQ EQeUg\ 
AcW´). EMA UecRgQL]eV aQd aSSUecLaWeV Whe LPPeQVe chaOOeQge WhaW Whe NeZ JeUVe\ (³NJ´) 
BRaUd Rf PXbOLc UWLOLWLeV (³BPU´) haV beeQ aVVLgQed ZLWh LQ Whe LPSOePeQWaWLRQ Rf Whe COeaQ 
Energy Act, particularly around the issues of the cost cap and the desire to promote solar 
growth in the State, while cost-effectively achieving a 50% renewable portfolio standard 
(³RPS´) b\ 2030. 

EMA is comprised of local, regional, and national member companies that have 
SaUWLcLSaWed LQ NJ¶V Class I UeQeZabOe eQeUg\ ceUWLfLcaWe (³REC´), Class II REC, and solar 
UeQeZabOe eQeUg\ ceUWLfLcaWe (³SREC´) market programs since inception, including early 
engagement in the actual setup and implementation of the original renewable portfolio 
VWaQdaUd (³RPS´) and NJ SREC program. EMA Members have worked extensively to 
achLeYe Whe SURgUaP¶V WaUgeWV aQd cRQWLQXe WR LQWeUface ZLWh Whe RPS in multiple ways 
(e.g., as retail electricity suppliers, basic generation service providers, REC traders, REC 
brokers, REC marketplaces, REC aggregators, and as renewable energy project 
developers and investors). 

Thank you for your consideration of our comments attached in Appendix A. EMA¶V 
answers here are limited solely to item #3 and discuss our rationale as to why we strongly 
discourage the BPU from taking any actions to reform or restructure the existing NJ SREC 
market since WhLV ZLOO XQdeUPLQe Whe PaUNeW¶V LQWegULW\ aQd UeVXOW LQ VLgQLfLcaQW cRQWUacWXaO 
and financial damages for New JeUVe\¶V cOeaQ eQeUg\ LQdXVWU\. Previous comments filed 
by the EMA may also offer the BPU useful guidance on this proceeding. The EMA is ready 
to offer any additional assistance as needed by the BPU as New Jersey moves toward its 
clean energy future. 
 

Sincerely, 

Christian Hofer 

Christian Hofer 
EMA Board Director & Market Principles Committee Chair 
Environmental Markets Association 
Ph: (203) 856-6485 
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Appendix A ± Answers to Staff Straw Proposal on Defining the Clean Energy 
Act of 2018¶s Statutory Cost Caps 
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Item #3) explore reforms to the Legacy SREC program that ensure a robust solar 
market while conforming to the statutory limitations on cost. 
 

1. Should Staff consider reforms to the SREC market in order to reduce the 
variability in potential SREC outcomes? 

 
No. EMA believes that Legacy SRECs must remain ³deOLYeUabOe´ aV NJ SRECV XQdeU aQ\ 
regulatory proceeding outcome. Any change to the ability of participants to deliver NJ 
SRECs into bilateral (over-the-counter) spot and forward sale contracts will cause the 
industry significant financial harm. EMA therefore strongly discourages any regulatory 
acWLRQV WhaW ZRXOd SUeePSW RU eOLPLQaWe Whe ³deOLYeUabLOLW\´ Rf SRECV XQdeU Whe e[LVWLQg 
regulatory framework. For example, NJ SREC deliverability could be impacted by a 
modification of the program that retroactively eliminates the SREC program in exchange 
for a fixed fee, fixed tariff, or any other type of tariff-based program to compensate existing 
NJ SREC investors that does not involve the delivery of NJ SRECs. NJ SREC deliverability 
could also be impacted by subsuming the Legacy SREC program into a successor 
SURgUaP ZhLch chaQgeV Whe QaWXUe Rf Whe NJ SREC ³SURdXcW´ name or specification. This 
ZRXOd caXVe VXbVWaQWLaO fLQaQcLaO haUP WR NJ¶V VROaU eQeUg\ LQdXVWU\ RYeUQLghW aQd ZRXOd 
lead to significant solar job layoffs and irreversible harm to many solar energy project 
RZQeUV aQd deYeORSeUV. If NJ SRECV ZeUe WR becRPe ³XQdeOLYeUabOe´ dXe WR UegXOaWRU\ 
action, which include actions that would lower the alternative compliance payment 
schedule, this would cause the NJ solar energy industry significant harm by impacting 
SREC forward sale contracts and project finance agreements. This would lead to 
significant contractual damages, the evaporation of contracted cashflow for projects 
already built, and investor defaults in the debt and equity space. This result would be 
counterproductive to the objectives and intent of SREC Transition Principles #3. The 
Legacy NJ SREC market structure must remain intact as currently legislated. 

 
2. Should owners of SREC contracts be required to take part in any 

restructuring of the program, or should participation be voluntary?  
 

No. See answers in question #1. Participation must only be voluntary if any such proposal 
is pursued. No actions must be taken that impact the deliverability of an SREC or invalidate 
bilateral over-the-counter forward sale contracts that exist in the market. 

 
3. Should Staff examine moving toward converting SRECs to a fixed price 

product, or would it be better to look at a lower Alternative Compliance 
Pa\ment (³ACP´) and the institution of a floor price or bu\er of last resort?  

No. See answers in question #1. The EMA believes that the existing structure of the 
tradable and competitive NJ SREC market is consistent with the legislative requirement 
of paragraph l. of Section 38 of P.L.1999 to place greater reliance on competitive markets: 
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4. If Staff were to recommend setting a fixed price for SRECs, how should that 
price be set? This is not a recommended course of action. Please see 
answer in question #1. 
 

5. If Staff were to look at a lower ACP and buyer of last resort program, how 
should such a program be structured? This is not a recommended course 
of action. Please see answer in question #1. 
 

6. Should the Board consider a ³tight collar´? HoZ Zould such a program be 
implemented? This is not a recommended course of action. Please see 
answers in question #1.  
 

7. Are there other reforms that Staff should consider? No. Please see answer in 
question #1. 
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Appendix B ± Best Practice Principles for Renewable Energy Certificate Markets 
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Appendix C ± Supplemental Guidance Document 
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