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For convenience, changes to the Stakeholder Notice compared to the revised version issued on
April 26, 2021 are identified via a yellow highlight. No changes have been made to the Staff Straw
Proposal.

Pursuant to the “Open Public Meetings Act’, N.J.S.A. 10:4-6 et seq., Staff of the New Jersey
Board of Public Utilities (“NJBPU” or “Board”) invites all interested parties and members of the
public to participate in a stakeholder meeting to discuss the design of the Solar Successor
Program, pursuant to P.L. 2018, c.17 of the Clean Energy Act (Clean Energy Act).

Background

Pursuant to the Clean Energy Act, the Board is conducting a comprehensive revision of New
Jersey’s solar energy incentive programs (2019/2020 Solar Transition). This transition began with
the closure of the Solar Renewable Energy Certificate (SREC) Program on April 30, 2020, upon
the State’s attainment of 5.1% of kilowatt-hours sold from solar electric generation facilities. The
Board established an interim Transition Incentive (TI) Program in December 2019 to serve as a
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bridge between the SREC Program and the forthcoming Successor Program.? The final step in
the evolution of New Jersey’s solar incentive program is the creation of a long-term, durable solar
incentive program (Successor Program) that puts the State on a path toward meeting its goal of
100% clean energy by 2050, balances ratepayer impacts, and supports a thriving and stable solar
industry.

Successor Program Straw Proposal

Building upon the multi-year 2019/2020 Solar Transition process, including past stakeholder
meetings and reports, Board Staff has developed the New Jersey Solar Successor Program
Straw Proposal (Straw Proposal). The Straw Proposal details Staff's preliminary
recommendations for the Successor Program, including program design and implementation,
calculation of annual megawatt targets, and calculation of the statutory cost cap. It also launches
the stakeholder process for the development of a permanent Community Solar Energy Program
for New Jersey. The Straw Proposal is organized as follows:

e Section I: Introduction and Summary of Straw Proposal Recommendations

e Section ll: Background

e Section Il Staff Recommendations: Successor Program Incentive Design

e Section IV: Megawatt Targets

e Section V: Cost Cap Calculation

e Section VI: Implementing the Successor Program and Transitioning from the
Transition Incentive Program

e Section VII: Community Solar Permanent Program

e Section VIII: Questions for Stakeholder Feedback

Staff will accept written comments in response to the Straw Proposal, in addition to taking
feedback in the Stakeholder Workshops discussed below. NJBPU encourages stakeholders to
submit one set of written comments on all relevant topics, rather than submitting several sets of
comments on different topics. Written comments are due by 5:00 p.m. on Thursday, May 27,
2021. Instructions on how to submit comments are included below.

Stakeholder Workshops

Staff will be holding five topic-specific stakeholder virtual workshops to discuss the Straw
Proposal. Workshops will focus primarily on the recommendations described in the Straw
Proposal and on the stakeholder questions located in Section VIII. NJBPU will provide detailed
agendas in advance of each workshop. Workshops #1, #2, #4, and #5 are intended to invite robust
conversation and feedback on the proposed Successor Program.

Workshop #3 on Solar Equity and Inclusion will be conducted in the evening. It will include a
presentation by NJBPU Staff of “New Jersey Solar 101,” which will cover topics such as:

¢ What is the solar Successor Program?

2 Further information regarding the Solar Transition process is available on the Clean Energy Program website:
https://njcleanenergy.com/renewable-energy/program-updates-and-background-information/solar-proceedings.
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o What are the Board'’s solar policy goals?
e What does this mean for communities?

This presentation will be given twice, at 5:00 p.m. and at 7:00 p.m. Each presentation will be
followed by an opportunity for comments and discussion. NJBPU encourages members of the
public interested in solar to join and speak with Staff about their experience with solar and their
thoughts on the future programs.

Please register for each of the five stakeholder workshops separately using the registration links
provided below. After registering, you will receive a confirmation email containing information
about joining the webinar and checking your system requirements. We encourage all webinar
attendees to check their systems in advance of the workshops to ensure a smooth connection.

The Board will also be holding its Quarterly Public Meeting on April 30, 2021 on the topic of the
Solar Successor Program. This Public Meeting will complement the workshops, and enable
stakeholders to speak directly with the Board Commissioners. Registration details and meeting
logistics are available in the Public Notice.

Date Meeting Details
Wednesday, April 21, 2021 | Workshop #1: Incentive Program Design
10:00 a.m. = 12:30 p.m. e Morning Session: Administratively-Set Program
1:30 p.m. —4:00 p.m. e Afternoon Session: Competitive Solicitation Program

Registration Link:
https://zoom.us/webinar/register/\WN 15CkvuoqSpmsAOLV8P8vBA

Monday, April 26, 2021 Workshop #2: Community Solar, Cost Cap, and Capacity
10:00 a.m. —12:00 p.m. | Targets
1:00 p.m. =4:00 p.m. ¢ Morning Session: Community Solar and Policy Priorities

e Afternoon Session: Cost Cap and Capacity Targets

Registration Link:
https://zoom.us/webinar/register/WN 2lejzZWAsTUeC6ytGjplceQ

Wednesday, April 28, 2021 | Workshop #3: Solar Equity and Inclusion; Community Solar
5:00 p.m. —-6:30 p.m. e Evening Session (will be repeated):
7:00 p.m.-8:30 p.m. a) Presentation: Solar 101 — 5:00 p.m. and 7:00 p.m.

b) Open discussion with stakeholders, community groups,
and the general public.

Registration Link:
https://zoom.us/webinar/register/WN  i7gh3EfRYWDCdWXsdjhVg

Friday, April 30, 2021 **Board Public Meeting**

10:00 a.m. —1:00 p.m. e The meeting will be chaired by NJBPU President Fiordaliso.
Stakeholders are invited to provide legislative-style
testimony on the meeting topic, New Jersey’s solar
transition. See the Public Notice for details.

Monday, May 3, 2021 Workshop #4: Incentive Values Modeling and
1:00 p.m. —4:00 p.m. Recommendations

e Discussion of recommended incentive levels for the
Administratively Determined Program
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Registration Link:
https://zoom.us/webinar/register/\WN 4S2TellDTI-H700QN9dI6vg

Friday, May 14, 2021 Workshop #5: Review of Current Proposal and Program
10:00 a.m. - 1:00 p.m. | Transition

(Note: this workshop was a) Review of Staff Straw Proposal and Stakeholder

previously scheduled for Comments

May 7) b) Transitioning the Program

Registration Link:
https://zoom.us/webinar/register/WN -8YtJOCxOMynXp9DFoNo5g

In addition to the formal meetings detailed above, Staff will be conducting an “open door” policy
for people or organizations wishing to speak directly with Staff about solar policy, equity, and
inclusion. Staff will be available to schedule meetings between Monday, April 12, 2021 and
Friday, May 14, 2021. Please use the following link to register for a meeting during one of Staff’s
available times: https://calendly.com/njbpusolar/njbpu-solar-successor-program-office-hours. If
the available meeting times do not work, please email solar.transitions@bpu.nj.gov and Staff will
endeavor to accommodate your request.

Written Comments

Written comments are also encouraged and must be submitted electronically either:

1) To Board Secretary Aida Camacho at board.secretary@bpu.nj.gov; or

2) Through the Board’s External Access Portal upon obtaining a MyNewdJersey Portal ID. Once
you establish a MyNewJersey account, an authorization code is required which you can
request by emailing the NJBPU’s IT Helpdesk at BPUITHELPDESK@bpu.nj.gov. If you have
guestions about the e-Filing portal, please consult NJBPU’s e-Filing FAQs.

Comments must be in either Word or PDF format and should include in the subject line
“Comments regarding Docket No. Q020020184, Solar Successor Program,” along with the last
name of the author and the name of their company or organization.

All written comments are due by 5:00 p.m. on Thursday, May 27, 2021.

Questions

Please email solar.transitions@bpu.nj.gov with any questions.

(\x. ‘."\\‘) (;\'.'\ ~-g.vx‘\_"-_j«-:' A‘h.‘_,\ rx_i*l/u\_
Aida Camacho-Welch
Dated: May 5, 2021 Secretary of the Board
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l. INTRODUCTION

This Solar Successor Program Straw Proposal (Successor Straw) was developed by the New Jersey Board
of Public Utilities (NJBPU or Board) Staff (Staff), building upon more than two years of rigorous stakeholder
discussions. It is intended to put forth specific ideas and concepts for discussion with stakeholders and
ultimately inform recommendations to the Board for the design and implementation of the Solar
Successor Program (Successor Program).

The Successor Program is a direct result of New Jersey Governor Phil Murphy signing the Clean Energy Act
of 2018 (Clean Energy Act) into law on May 23, 2018.! The Clean Energy Act directs the Board to
fundamentally reshape New Jersey’s solar energy incentive programs, culminating in the creation of a
long-term, durable solar incentive program that puts the State on a path toward meeting its goal of 100%
clean energy by 2050, while balancing ratepayer impacts with the goal of ensuring a thriving and stable
solar industry.

For the last decade, solar has been a major contributor to jobs and the quality of life in New Jersey. The
solar industry now employs an estimated 6,225 New Jerseyans, supporting both the local and national
solar industries.? While the economic and environmental benefits of New Jersey’s first 3.5 GW? of solar
have been significant, the solar successor incentive program is expected to have an even larger impact.
New Jersey’s 2019 Energy Master Plan (EMP) includes a pathways analysis to reach 100% clean energy by
2050, which identified the need for 32 GW of total solar installed by 2050. Thus, even as New Jersey’s
solar future will likely involve larger solar installations with a more geographically diverse footprint,
existing solar installers and companies will continue to have more opportunities than ever.

Modeling from New Jersey’s Integrated Energy Plan suggests that New Jersey should seek to install 5.2
GW of solar by 2025, 12.2 GW by 2030, and 17.2 GW by 2035 to put New Jersey on a least-cost path to
100% clean energy by 2050. Recognizing the many variables considered in establishing the modeling, as
well as the many variables that may change in the next 15 years and impact these targets, Staff begins
with the premise that the Successor Program must be sufficiently robust to rapidly expand upon the
existing 3.5 GW of installed solar and quickly scale new solar generation to approach these goals.

Further, Staff seeks to uphold certain key principles in establishing the Successor Program, including:
maximizing the benefit to ratepayers; supporting the continued growth of the solar industry; and
providing transparency, disclosure, and notice to stakeholders.

The Successor Program represents the next step in the history of New Jersey’s fight against climate change
and a new opportunity for New Jersey’s economic growth and support for clean energy development in
the State. It is the final stage of the multi-year Solar Transition process initiated by the Clean Energy Act,

1P.L. 2018, c. 17 (N.J.S.A. 48:3-87.8 et seq.).

2 National Association of State Energy Officials & Energy Futures Initiative, The 2020 U.S. Energy

& Employment Report: 2020 State Reports (last visited February 18, 2021), available at
https://staticl.squarespace.com/static/5a98cf80ecd4eb7c5cd928c61/t/5e78198f28dc473dd3225f04/15849291831
86/USEER-Energy-Employment-by-State-2020.pdf.

3 New Jersey’s Office of Clean Energy reports solar installations as “MWdc” and tracks solar installations at NJ
Clean Energy Program: Solar Activity Reports, (last updated February 24, 2021), available at
http://njcleanenergy.com/renewable-energy/project-activity-reports/project-activity-reports.

2
Solar Successor Program: Staff Straw Proposal April 7, 2021


https://static1.squarespace.com/static/5a98cf80ec4eb7c5cd928c61/t/5e78198f28dc473dd3225f04/1584929183186/USEER-Energy-Employment-by-State-2020.pdf
https://static1.squarespace.com/static/5a98cf80ec4eb7c5cd928c61/t/5e78198f28dc473dd3225f04/1584929183186/USEER-Energy-Employment-by-State-2020.pdf
http://njcleanenergy.com/renewable-energy/project-activity-reports/project-activity-reports

which was conducted via the closure of the Solar Renewable Energy Certificate (SREC) Registration
Program, the implementation of the interim Transition Incentive (TI) Program, and the ongoing
development of the new Successor Program.

Summary of Straw Proposal Recommendations

Staff proposes to implement a Solar Successor Program with a bifurcated incentive program structure to
incent behind-the-meter, community solar, and grid supply solar development.

First, for behind-the-meter projects of 2 MW or less, as well as all community solar projects, Staff proposes
to build upon the successful Transition Incentive Program established in December 2019, and to roll
forward a number of key program design elements from the Tl Program as the heart of the Successor
Program. Key similarities between the Tl Program and Staff’s proposed Successor Program include:

e A fixed incentive payment for each megawatt hour of solar electricity produced;

e Anincentive that varies based on mount type (e.g., ground mount, rooftop, canopy) and other
project characteristics, a process known as project “differentiation” of incentives; and

e A fixed, guaranteed term for incentive payments in order to ensure the ability to finance
projects.

Second, Staff proposes to create a new competitive solicitation for all grid supply projects and net metered
non-residential projects above 2 MW, other than community solar projects.* The competitive solicitation
should be divided into separate tranches (for example, those constructed on open space, the built
environment, or behind-the-meter) to enable cost-based competition among similar solar projects while
enabling the Board to steer development toward certain siting and policy objectives, as described in more
detail below. Staff proposes that the new grid scale procurements include substantial project maturity
requirements to minimize failure rates.

Finally, the Successor Straw includes a detailed proposal regarding the definition of the statutory cost cap®
and proposes a dynamic approach to megawatt targets for various technologies, in keeping with the
requirements to keep clean energy spending within the Clean Energy Act’s statutory guardrails.

4 As noted above, all community solar projects, irrespective of size, will continue to be eligible to receive the
administratively determined solar incentive.

5 This Successor Straw proposal supersedes the Board’s initial inquiry into the cost cap in the “Staff Straw Proposal
on Defining the Clean Energy Act of 2018’s Statutory Cost Caps,” issued on January 6, 2020, and will be incorporated
into the record of this proceeding.
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. BACKGROUND

a. Solarin New Jersey

New Jersey has been a national leader in solar development despite its relatively small size, population
density, and lower solar insolation values® relative to some of the western and southern states. The State’s
aggressive clean energy policies, which include a solar set-aside in the Renewable Portfolio Standard
(RPS), have resulted in almost 130,000 residential solar installations, representing over 1,000 MW as of
January 31, 2021), and net metered commercial and industrial customer-generators (over 7,390
installations at 1,695 MW as of January 31, 2021). Grid supply solar has increased as well, with 736 MW
installed through January 31, 2021, although at a significantly slower rate than other market segments.
New Jersey had the seventh largest installed solar capacity in the country,” including a total of 3,520 MW
of installed solar capacity as of January 31, 2021 and over 523 MW in the pipeline.®

In addition, the Community Solar Energy Pilot Program (Pilot Program) established in 2019 was recently
expanded from the 75 MW goal set in the Pilot Program rules to a target of 150 MW for the second
program year. In the first year of the Pilot Program, the Board selected 45 projects representing almost
78 MW out of an application pool of almost 652 MW. Importantly, every project selected in the first round
of the community solar Pilot Program has ensured that a majority of its subscribers are low- and
moderate-income customers, in line with New Jersey’s commitment to ensuring that all customers,
regardless of income level, have access to the benefits of solar.

b. Transition Incentive Program

The Board approved New Jersey’s Tl Program on December 6, 2019° to provide a “transition” between
the SREC incentive program and the Successor Program described in this Successor Straw. The closure of
the SREC market was mandated by the Clean Energy Act, which required the Board to adopt rules and
regulations to close the SREC program to new applicants once solar generation reached 5.1 percent of
total retail sales, and no later than June 1, 2021. The Board found that solar generation reached the target
level on April 30, 2020, and the SREC market was closed to new entrants as of that date.

A portal for registering new projects for eligibility in the TI Program opened on May 1, 2020. Projects that
had registered for SRECs but failed to commence commercial operations by April 30 were transferred to

6 Solar insolation is a measure of solar radiation energy received on a given surface area in a given time and can be
affected by such variables as weather, time of day, the angle of the sun, altitude, and geographic location.

7 Solar Energy Industries Association, Top 10 Solar States (last visited Feb. 18, 2021), available at
https://seia.org/sites/default/files/2020-03/SEIA Top10 Solar States 2019-
YIR.pdf#:~:text=Top%2010%20Solar%20States%20State%20ranking%20based%200n,4%20Florida%20453%2C837
%203%2C690%20MW%205%20Nevada%20661%2C123.

& New Jersey Department of Environmental Protection - Bureau of GIS, Solar Photovoltaic (PV) Installations by County
in New Jersey (last visited February 18, 2021), https://gisdata-njdep.opendata.arcgis.com/datasets/solar-
photovoltaic-pv-installations-by-county-in-new-jersey?geometry=-79.923,38.664,-59.016,41.603.

91/M/0 a New Jersey Solar Transition Pursuant to P.L. 2018, c. 17, Docket No. Q019010068 (Dec. 6, 2019), available
at https://www.bpu.state.nj.us/bpu/pdf/boardorders/2019/20191206/12-6-19-8B.pdf.
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the Tl program on July 1, 2020. The Board adopted rules governing the Tl program, which were published
in the New Jersey Register on October 5, 2020.

The key feature of the Tl Program was the creation of a new solar incentive, referred to as the Transition
Renewable Energy Certificate, or TREC. A qualifying project receives one TREC for each megawatt-hour
(MWh) of qualified solar production for 15 years. The TRECs are purchased and retired by the load serving
entities as a part of New Jersey’s Renewable Portfolio Standard. While the program established a “base”
TREC value of $152/MWh of eligible solar generated, the value of each TREC assigned to an individual
project developer varied, based on the type of project and the “factor” assigned to that project class by
the Board’s implementing orders and subsequent rules. The value of each TREC is calculated by
multiplying the base compensation rate of $152/MWh by the project’s assigned factor, as shown in the
chart below:

Table 1: TREC Project Types and Factors

Project Type Factor (Incentive Value (per TREC)

Subsection (t): landfill, brownfield, areas of 10 $152.00

historic fill

Grid supply (Subsection (r)): rooftop 1.0 $152.00

Net metered non-residential rooftop and carport [1.0 $152.00

Community solar 0.85 [$129.20

Grid supply (Subsection (r)): ground mount 0.6 $91.20

Net metered residential ground mount 0.6 $91.20

Net metered residential rooftop and carport 0.6 $91.20

Net metered non-residential ground mount 0.6 $91.20

The Tl Program is designed to remain in effect until the Board determines that the Solar Successor
Incentive Program, as described in this Straw, is sufficiently developed to close the Tl Program to new
applicants.

c. Stakeholder Process

The Successor Straw is a culmination of two years of extensive stakeholder engagement. With the support
of Cadmus Group, LLC (“Cadmus” or the “Consultant”), Staff has placed special emphasis on conducting
thorough and multi-faceted outreach to stakeholders.’® Since December 2019, this has included a
Consultant-led workshop to discuss various options for solar incentive program structures, a Staff-led
stakeholder meeting on specific topics relating to the Solar Transition, a cost survey to inform modeling
assumptions, focus groups with representative stakeholders, and robust discussions on the New Jersey

10 A full summary of the stakeholder engagement is provided by the New Jersey Clean Energy Program, Clean
Energy Act Solar Transition Stakeholder Process (last updated Jan. 7, 2021), available at
https://njcleanenergy.com/renewable-energy/program-updates-and-background-information/solar-proceedings.
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Solar Transition Capstone Report (Capstone Report). Staff intends to continue this open dialogue through
this Successor Straw.

d. Cadmus Capstone Report

One of the key mandates of the Clean Energy Act is the completion of a study that evaluates how to modify
or replace the SREC program to encourage the continued efficient and orderly development of solar
throughout the State.

The Board contracted Cadmus to provide analytical and modeling support throughout the Solar Transition
process. The results of their analysis are summarized in two reports.

1. The Transition Incentive Supporting Analysis & Recommendations (last revision on August 14,
2019) and supplemental Addendums dated September 25, 2019 and November 13, 2019
summarized the iterative process of developing recommendations for the structure and value of
the Transition Incentive Program.

2. The Capstone Report is a comprehensive analysis of policy design options for the Successor
Program. A draft Capstone Report was published for stakeholder feedback on August 11, 2020.
The final Capstone Report was presented to the Board and subsequently submitted to the
Legislature on January 7, 2021.

e. Solar Transition Principles

In developing initial recommendations on the creation and design of the Successor Program in this
Successor Straw, Staff has drawn upon the same general principles announced at the outset of the Solar
Transition process.!! Of particular relevance to this Successor Straw are the following principles:

1. Provide maximum benefit to ratepayers at the lowest cost;
2. Support the continued growth of the solar industry;

3. Meet the Governor's commitment to 50% Class | Renewable Energy Certificates (RECs) by 2030
and 100% clean energy by 2050;

4. Provide insight and information to stakeholders through a transparent process for developing the
Solar Transition and Successor Program; and

5. Comply fully with the statute, including the implications of the cost cap.

11 Board of Public Utilities, New Jersey Solar Transition Staff Straw Proposal (Dec. 26, 2018), available at
https://njcleanenergy.com/files/file/Renewable Programs/Solar%20Transition%20Straw%20Proposal%20-
%202018-12-26%20clean%20(final).pdf.
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A brief description of these criteria as they relate to Staff's preparation of this Successor Straw are detailed
below:

1. Provide maximum benefit to ratepayers at the lowest cost:

Solar energy provides far-reaching societal benefits, such as electricity generation free of carbon
emissions and criteria air pollutants, resilience in the form of distributed generation, and the economic
growth fueled by local job creation. The incentives available in the Successor Program are funded by New
Jersey electricity ratepayers. As such, prudence requires that these funds be used as efficiently as is
practicable. The proposed Successor Incentive should therefore aim to ensure that the cost of the
incentive is as minimal as necessary to encourage competition and support the industry. In addition, a
long-term, durable incentive structure that reduces regulatory uncertainty will lower financing costs and
therefore help to protect the ratepayers' interests.

2. Support the continued growth of the solar industry:

New Jersey has long supported the development of a robust and sustainable market for renewable energy
in New Jersey through its increasing RPS and legacy SREC Program. The Successor Program aims to ensure
that New Jersey’s solar industry continues to thrive, while meeting all cost cap requirements and adapting
to changing market conditions. Notably, the Successor Program is intended to maintain the market for
behind-the-meter residential, commercial, and industrial installations and community solar projects,
while significantly accelerating grid supply solar generation.

3. Meet the Governor’s goal of 50% Class | Renewable Energy Certificates (RECs) by 2030 and 100%
clean energy by 2050:

Solar electric generation is one of the key pillars of meeting Governor Murphy’s goal of 100% clean energy
by 2050. Further, it is critical to meeting the State's efforts to reduce emissions of greenhouse gases and
other air pollutants associated with electric power generation, as detailed in the 2019 EMP and 2020
Global Warming Response Act Plan.'? The Successor Program will be designed to better utilize ratepayer
funds to incent new solar generation that serves load in New Jersey in pursuit of the 50% RPS by 2030,
rather than supporting existing out-of-state generation, and enable New Jersey to steadily advance its
clean energy resources in pursuit of 100% clean energy by 2050.

4. Provide insight and information to stakeholders through a transparent process for developing
the Solar Successor Program:

This Successor Straw represents the next step in a long series of stakeholder engagements on the
development of New Jersey’s long-term solar incentive program. By putting this document out for
comment and continuing its broad outreach strategy to interested stakeholders, the Board fulfills the best
traditions of the notice and comment process. This Successor Straw will be the subject of conversation

12 New Jersey Board of Public Utilities, 2019 New Jersey Energy Master Plan: Pathway to 2050. Available at
https://nj.gov/emp/docs/pdf/2020_NJBPU_EMP.pdf.

New Jersey Department of Environmental Protection, New Jersey’s Global Warming Response Act 80 x 50 Report.
Available at https://www.nj.gov/dep/climatechange/docs/nj-gwra-80x50-report-2020.pdf.

7
Solar Successor Program: Staff Straw Proposal April 7, 2021


https://www.nj.gov/dep/climatechange/docs/nj-gwra-80x50-report-2020.pdf

over four stakeholder work sessions and a written comment period before Staff presents
recommendations for the Board to consider in adopting and implementing the new Successor Program.

5. Comply fully with the statute, including the implications of the cost cap:

As discussed above, it is important that ratepayer funds be used prudently and efficiently. The Clean
Energy Act codifies this priority by setting a cost cap on the expenditures that may be made to incentivize
renewable energy: no more than 9% of total electricity payments in the State for energy years 2019
through 2021, and no more than 7% of the total paid in subsequent energy years.*® In compliance with
this mandate, the Capstone Report includes detailed breakdowns of the expected cost of various
programs, and this Successor Straw proposes additional detail on how the Staff proposes to address the
statutory cost cap considerations and how those calculations will affect the size of the Successor Program.

L. STAFF RECOMMENDATIONS: SUCCESSOR PROGRAM INCENTIVE DESIGN

a. Fixed Incentive for the Environmental Attributes Produced by Each Eligible Facility

This Successor Straw proposes that all incentives provided under the new Successor Program be
structured as a fixed incentive payment for each megawatt-hour (MWh) produced by an eligible solar
system (similar to the model piloted during the Tl Program). Under the fixed production incentive model,
each eligible project receives a fixed incentive payment for each MWh of electricity produced during the
full term of the project’s qualification life.’* This per MWh solar incentive represents the renewable
attributes of each qualifying resource. Consumers and financers all have a clear understanding of the
expected value of the incentives associated with each MWh of generation by a given project. This type of
per MWh program design also ensures that projects receive incentives for actually producing clean
energy; this reduces the risk that ratepayers would support the development of solar infrastructure that
produces less energy than anticipated (as might occur in the case of a per MW incentive structure). It also
ensures that ratepayer incentives have a “multiplier” effect by leveraging multiple private dollars of
capital for every dollar of ratepayer investment.

Staff recommends that the value of the incentive be determined based on project type. Specifically, the
Successor Straw recommends that the Board consider implementing a two-type incentive program, as
follows:

e Administratively set incentives for residential projects, net metered projects of 2 MW or less,®
and all community solar projects; and

13 See, P.L. 2018, c.17 Section 38(d)(2).

14 “Qualification life” refers to the number of years for which a solar project is eligible to receive incentive payments.
15 The Board’s rules for interconnecting customer-sited renewable generation contain three levels of potential
project review depending upon proposed generator size. Level 2 interconnection review is limited to proposed
facilities with a maximum AC system design capacity totaling 2 MW or less.
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e Competitively-set incentives for grid supply projects and net metered non-residential projects
above 2 MW.

The two proposed incentive-setting mechanisms are described in further detail below.

b. Administratively Determined Incentive for Small Net Metered and all Community Solar
Projects

Staff recommends building on the successful Tl Program and rolling forward a number of key program
design elementsinto the Successor Program for certain types of smaller projects, including all net metered
residential projects, small net metered non-residential projects (those sized 2 MW or less), and all
community solar projects.

Staff sees several benefits to using this model:

e  first, using the Tl structure has the benefit of allowing a relatively quick program implementation,
making it a prime candidate to help reignite New Jersey’s economy post-COVID, particularly as
many of the underlying program design characteristics have already been worked out and
stakeholders are familiar with the program. While the specific incentive values were the subject
of significant discussion under the Tl Program, the program was easy to understand,
implementable on a short time frame, and sufficiently robust to allow for expansion and
modification to meet New Jersey’s long-term solar needs;

e Second, an incentive structure that is both fixed and known in advance provides a low-risk
incentive structure for developers, thereby encouraging investment of at-risk private capital;

e Third, an administratively determined incentive provides flexibility to the Board to adjust the
incentive levels on a pre-determined schedule (initially proposed in this Straw Proposal for every
three years) that will allow the Board to adjust the long-term programmatic elements as needed
to meet policy goals and cost considerations, as well as allowing limited reopeners during the
three-year period to be responsive to changing market conditions (such as federal incentives and
tariffs); and

e Fourth, by adopting a large portion of the Tl framework, it creates a manageable transition for the
industry from the Tl to the Successor Incentive program.

The administratively determined incentive would be structured as follows:
a. Incentive Type: Differentiated, administratively set fixed incentive.

b. Qualification Life (i.e., incentive term): 15 years. Projects will receive the same fixed incentive on
a $/MWh basis for 15 years, starting from the date the project receives permission to operate
(PTO) from the relevant Electric Distribution Company (EDC). At the end of the Qualification Life,
projects will be eligible to receive Class | RECs or any equivalent renewable energy incentive that
may be available at that time.
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Eligibility: Net metered residential; net metered non-residential at or under 2MW; community
solar.

Differentiation: This Successor Straw proposes that the Board implement different incentive
levels in the Successor Program, patterned off of the differentiation used in the Tl Program. Like
TRECs, the new incentive program is proposed to be designed to provide solar producers differing
financial incentives tied to the estimated cost and revenue expectations for different types of
solar facilities. Thus, the Successor Program will provide a higher incentive value to projects with
the largest gap between project cost and revenue. Projects in market segments where there is a
smaller gap between costs and revenues would be assigned a lower incentive. The overall goal of
differentiation would be to ensure that ratepayers are providing the minimum necessary financial
incentive to develop diverse types of projects that is consistent with maintaining a healthy solar
industry in New Jersey. Staff recommends that the market segments be divided as follows:

i Net Metered Residential (all types and sizes);

ii. Net Metered Non-Residential (rooftop, carport, and canopy, 2 MW or less);
iii. Net Metered Non-Residential (ground mount, 2 MW or less);
iv. Community Solar; and

V. Community Solar that serves predominantly (i.e., at least 51%) low- and moderate-
income (LMI) customers.®

Initial Incentive Value Setting Mechanism: Incentives will be set administratively for each of the
market segments identified above. Incentive values for each of the market segments will be set
via an open and transparent process, using the modeling conducted by Cadmus in the Capstone
Report as a starting point to guide decision-making,'’” and will not exceed the incentive values
established for the Tl Program. Staff begins by using the following modeling assumptions, which
are based off a combination of assumptions carried over from the Tl Program modeling, as well
as Staff recommendations for establishing a sustainable incentive program that can both grow
the solar industry in New Jersey and adhere to the cost cap:

i Setting all incentive levels targeting the 50" percentile of estimated project costs, using
the SREC Registration Program (SRP) and Tl data provided to the New Jersey Clean Energy
Program;

16 |n the context of community solar, “low-income” means a household with adjusted gross income at or below 200%
of the Federal Poverty Level. “Moderate-income” means a household with a total gross annual household income in
excess of 50%, but less than 80% of the median income, as determined by annual HUD income limits.

17 staff notes that the Capstone Report accepted by the Board on January 7, 2021 included modeling conducted prior
to the December 2020 extension to the federal ITC. Cadmus has since performed a sensitivity analysis of the
modeling using the adjusted ITC values. This sensitivity analysis will be published at the same time as this Successor
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Set