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New Jersey Solar Successor Incentive Program Comments 
 

VIA ELECTRONIC DELIVERY               March 20, 2020 

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

 
Re: Environmental Markets Association’s Comments on New Jersey’s Solar 
Successor Program 

 
 

Dear New Jersey Board of Public Utilities: 

The Environmental Markets Association (“EMA”) is pleased for the opportunity to 

participate in this Successor Program Stakeholder process and we appreciate the hard 

work Staff is doing to design and develop the most effective Successor Program possible. 

EMA is comprised of local, regional, and national member companies that have 

participated in NJ’s solar renewable energy certificate (“SREC”) market program since its 

inception, including early engagement in the actual setup and implementation of the 

original NJ SREC program. EMA Members have worked extensively to achieve the 

program’s targets and continue to interface with the policy in multiple ways (e.g., as retail 

electricity suppliers, basic generation service providers, SREC traders, SREC brokers, 

SREC marketplaces, SREC aggregators, solar energy project developers, and as solar 

energy project investors). Accordingly, the EMA believes it is uniquely positioned to 

provide the BPU with a balanced perspective of this policy’s history and to help the BPU 

adopt a balanced framework that can achieve the goals of the Clean Energy Act, as well 

as the aggressive goals set out in the State’s Energy Master Plan (“EMP”). 

The EMP sets the aggressive goal of more than 17 gigawatts of solar installations 

by the year 2035. Achieving such a goal within the bounds of the plan’s cost parameters, 

and on time, will require a dramatic increase of cost-effective solar project development 

across the state, and the EMA strongly cautions against an “all eggs in one basket” 

approach when it comes to the program design. Rather, the EMA believes that a multi-

prong approach that embraces the most proven and successful elements of the “relatively 

simple to administrate,” existing competitive market-based program, while employing new 

incentive tools such as those contemplated in this stakeholder process to fulfil specific 

legislative requirements of the Clean Energy Act of 2018 (i.e., the megawatt-based targets 

for different project segments and use of long-term contracts), will provide New Jersey 

with the most benefit at the least cost possible. To that end, our comments will be directed 

toward the questions in Topic 1: Successor Program Incentive Design, where the EMA 

strongly advocates for an overarching policy mechanism using a tradable and competitive 

market-based SREC program that harnesses the power of markets to deliver least cost 

solutions. Additional information as to why we believe this is the correct approach for the 

State of New Jersey to pursue when scaling up its clean energy capacity is contained in 

the attached appendices. 
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As the EMA is aware that we may stand out in this proceeding as one of the few 

voices in defense of truly competitive market-based solutions to achieve New Jersey’s 

solar energy goals, we respectfully ask the BPU to examine our comments with special 

attention and care. The EMA implores the BPU to look at the evidence and rationale 

submitted in this submission and to reflect on the long history of competitive markets in 

New Jersey and the overwhelming benefits that this regulatory construct has brought to 

the State. The EMA further asks the BPU, with its extensive experience and market 

memory in regulating the State’s retail electricity market and solar programs, to take some 

of the solar energy industry’s comments with a grain of salt when it comes to the ask for 

on-demand, risk-free, guaranteed fixed-price offtake contracts. All stakeholders should not 

forget how the solar renewable energy industry got to this point so quickly and how 

successful the existing, tradable SREC program has been in deploying solar within the 

State. 

Thank you for your consideration of our comments. The EMA is ready to offer any 

additional assistance or analysis as needed by the BPU as New Jersey moves toward its 

clean energy future. 

 

Sincerely, 

Christian Hofer 

Christian Hofer 

EMA Board of Director 
EMA Market Principles Committee Chair 
Environmental Markets Association 
Ph: (212) 297-2138 
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Appendix A – Topic 1:  Successor Program Incentive Design 
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In response to the questions outlined under Topic 1, we reference our comments 

previously submitted to the BPU on this topic, attached hereto in the appendices, and 

summarized as follows: 

 
EMA believes that NJ’s solar accomplishments would not have been possible without 
the reliance on, and oversight of, a competitive SREC-based marketplace and 
restructured electricity market that enables choice, the private ownership of 
generation, and annual enforcement of solar energy targets. More specifically: 

 

• Positive program performance data – The EMA believes that the current NJ 
SREC program has functioned extremely effectively when measured against the 
deployment of new solar energy resources and the achievement of all solar energy 
percentage requirements in the quantity and timeframe as established by the NJ 
Legislature. As a policy mechanism designed to verifiably achieve clean energy 
targets through the facilitation of private investment, the program’s performance 
data has been one of the best in the Nation: 

o Since program inception, 97% of historical compliance1 across all vintages 
has been achieved through the issuance and retirement of SRECs. This 
data shows that the pace and timing of solar development has consistently 
been comparable to the requirements, which is remarkable given that NJ 
has some of the most aggressive solar energy requirements in the Nation, 

o Over $10 billion of private investment to date, which has simultaneously 
enabled the successful leveraging of billions of dollars in federal resources 
via the use of the federal investment tax credit, 

o More than 3.25 gigawatts of cumulative solar energy generation capacity 
and 125,000 solar energy installations that are benefitting NJ residents, 
businesses, non-profits, and municipalities every day 

 

• A tradable SREC market that has worked efficiently with NJ’s restructured 
electricity market – By design, the NJ SREC market has worked efficiently with 
NJ’s retail choice policy and full-requirements basic generation service auctions 
despite some implementation challenges with the handling of exemptions and how 
RPS obligations are reconciled annually. By using best-practice RPS design 
principles such as a fixed and forward looking solar carve out compliance schedule 
and solar alternative compliance payment (“SACP”) schedule, NJ’s solar carve out 
maximizes compliance flexibility for electricity suppliers. Historically speaking (i.e., 
pre-Clean Energy Act percentage-based cost caps and market closure 
proceedings), NJ’s SREC market has been one of the most functional REC 
markets in the U.S. when measured by market liquidity, pricing transparency, and 
the ability of the over-the-counter (bilateral) market to generate forward SREC 
contracts that developers have been able to use for project finance purposes. NJ 
SREC contract liquidity on a forward-basis has existed in the 5-10 year range 
depending on credit considerations. In addition, the market has available to it a 
liquid market in NJ SREC futures contracts, which are further used by participants 
to manage price risk. The fundamental design of NJ’s SREC market, coupled with 
appropriately set targets, has successfully fostered the mobilization of private 
capital into the SREC market for offtake liquidity and project finance purposes. 

                                                           
1 http://www.njcleanenergy.com/files/file/rps/EY18/RPS%20Comp%20EY%202005-2018.pdf 
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• The solar carve out policy mechanism should not be confused with the 
“excessive cost debate and narrative,” which is a function of legislative 
decisions rather than of fundamental policy design – The EMA is dismayed by 
the narrative that has been created around the NJ SREC program as a policy tool 
that has led to excessive compliance costs. In practice, the current NJ SREC 
mechanism has been so effective at promoting the deployment of new solar energy 
resources (in combination with tax credits and net-energy metering policy) that the 
Legislature has twice stepped in to increase the solar program requirement 
percentage obligations ahead of the terminal year of the program (once in 2012 
and again in 2018). 
 

 
 
For this reason, it is important that the achievement of solar energy obligations 
ahead of schedule be interpreted as the sign of a successful clean energy 
deployment mechanism and not be misinterpreted as a sign of a policy mechanism 
that over incentivizes the solar industry. To do the latter would be a material 
misunderstanding of the fundamental policy itself as originally designed and 
intended to operate and a failure to incorporate its regulatory history up through 
the program’s market closure proceedings. Since costs are so central to current 
discussions and this regulatory proceeding, the EMA believes it is unfair to criticize 
a successful policy mechanism that is working perfectly as designed. REC pricing 
should decline in oversupplied markets and should increase in undersupplied 
markets relative to legislatively set standards. Floating pricing is, in fact, a key 
ratepayer relief valve mechanism that is misinterpreted as a “boom / bust” market 
issue. Pricing that responds to information is the sign of a healthy market and not 
the sign of market failure, which is especially true in New Jersey’s context given 
the success of solar resource deployment to achieve its solar targets. The tradable 
NJ SREC mechanism works as designed and this is not an accident. An incredible 
amount of expert regulatory and industry thought went into the initial establishment 
of competitive-based market policies during the era of electric restructuring. 
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The progress achieved by NJ’s RPS policy through the use of tradeable products is 

undeniable and should serve as an indicator to policymakers and stakeholders to continue 

relying on competitive market mechanisms containing tradeable products to achieve future 

renewable and clean energy goals. Therefore, EMA strongly encourages the NJ BPU to 

adopt a market-determined SREC mechanism for the SREC Successor Program. The 

EMA believes that this approach is most consistent with the legislative requirement of 

paragraph l. of Section 38 of P.L.1999 to place greater reliance on competitive markets: 

 

 
 
Moreover, the new Clean Energy Act requires that the BPU, “continually reduce, where 
feasible, the cost of achieving the solar energy goals…”. A market-based mechanism, as 
illustrated in the price chart on the previous page, clearly works to drive pricing lower. The 
EMA believes that a competitive and tradable SREC II market for the SREC successor 
program is the most compatible path forward to encourage and ensure the emergence of 
new entrants that can foster innovations and price competition. EMA’s recommended 
framework is also compatible with NJ’s current reliance on other competitive market 
policies, including: 

• Competitive infrastructure markets (private ownership of generation) 

• Competitive wholesale electricity markets (no mandated energy PPAs on EDCs) 

• Competitive retail electricity supply markets (retail choice, including for BGS 

customers that want to switch to a third-party supplier at any time) 

• Competitive and tradable NJ REC markets (market-determined floating prices) 

New Jersey’s restructuring and participation in competitive wholesale, retail, and 

renewable energy certificate markets has fostered innovation, price competition and 

increased the diversity of energy market participants and clean energy generation. The 

ratepayer benefits to states that have restructured to place greater reliance on competitive 

markets is well documented.2 

In conclusion, of the three program types outlined by Cadmus, the EMA strongly supports 

the use of Market-Based RECs. All other options will increase the long-term cost of 

achieving the Energy Master Plan’s solar adoption objectives, reduce regulatory flexibility 

in the future to pursue least cost resources by encumbering ratepayers under long-term 

contracts, and shift investment risk back onto ratepayers from where it currently sits with 

the market. If all development risk in the program is eliminated, there will be no pressure 

to innovate and cut costs. To this end, the EMA offers the BPU additional information in 

the appendices on how to pursue a straight-forward Market-Based REC design while 

achieving the objectives of the EMP, all legislative requirements the BPU is bound by, and 

the solar industry’s preference for additional price certainty for project development. 

                                                           
2 https://www.resausa.org/sites/default/files/RESA_Restructuring_Recharged_White%20Paper_0.pdf 

http://www.emahq.org/
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Appendix B – Environmental Markets Association’s Comments on New Jersey’s 

Solar Transition Proceeding and Renewable Portfolio Standard Recommendations 
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Appendix C – Renewable Portfolio Standard Policy Recommendations for the 

Clean and Renewable Energy Component of New Jersey’s 2019 Energy Master 

Plan 
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Appendix D – Best Practice Principles for Renewable Energy Certificate Markets 
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Appendix E – Supplemental Guidance Document 
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