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BY THE BOARD:

The Renewable Portfolio Standard (RPS) rules at N.J.A.C. 14:8-2 implement provisions of the
New Jersey Electric Discount and Energy Competition Act, N.J.S.A. 48:3-49, et seq. (EDECA).
The RPS are designed to “encourage the development of renewable sources of electricity and
new, cleaner generation technology”. The RPS rules require the state’s retail electric suppliers
to provide renewable energy as a percentage of their total electric energy portfolio. This
percentage requirement increases annually through 2021. The rules provide two primary
means of compliance by electric suppliers: through the purchase and retirement of Renewable
Energy Certificates {RECs), which represent the environmental attributes of one megawatt hour
of renewable energy, to meet the percentage requirements; or through the provision of an
Alternative Compliance Payment (ACP). RECs may be based upon Class |, Class |l, or Solar
renewable energy, as those classes of energy are defined in the RPS.

The Affidavit System

At its January 16, 2008 Agenda Meeting, the Board of Public Utilities (Board) authorized the use
of Class | Renewable Energy Certificates (RECs) based on energy generated by “previously
eligible” Class | energy generated at generating units located within the PJM region but not
connected to the New Jersey distribution system (non-Jersey-connected Class | energy) for
compliance with the RPS for Reporting Years 2007 and 2008." The Board made this

"in August 2005, the Board authorized the use of PJM-EIS GATS for issuance of Class | RECs. /M/O
Authorization to Use Class | and Class || Renewable Energy Certificates issued by PJM-EIS for
Compliance with New Jersey's RPS Standards, Non-Docketed Matter (August 31, 2005). Some non-
Jersey Class | energy generating units that produced energy eligible for New Jersey RPS compliance
prior to the August 31, 2005 Order were not eligible for RPS-compliance after that Order because their
energy does not settle in the PJM wholesale market and therefore could not produce verifiable RECs.




authorization available to generators who did not settle in the PJM market but made it
contingent upon the generator providing a signed affidavit attesting to the accuracy of RECs, the
generation data underlying them, and a commitment to implement e-metering by the start of
Reporting Year 2009 ?(“the affidavit system”). /M/O Renewable Portfolio Standards — Request
for Board Action Regarding Renewable Energy Certificates, Docket No. EO07110886 (January
31, 2008) (January 31 Order). The Board provided this authorization for the limited
circumstances outlined in the January 31 Order and the Reporting Years 2007 and 2008 noted
only; the factual and analytical basis for that action is set out in full therein.

Other than RECs submitted pursuant to the affidavit process described above, a Class | REC is
not eligible for use for compliance with the New Jersey RPS if the REC is based on energy
generated at a facility that is not connected to a New Jersey electric distribution system, unless
that energy has “settled” in the wholesale financial market administered by PJM. To settle in
that market means that the energy has been sold in the PJM wholesale market and paid for
through the PJM market settlement process. As noted in the January 31 Order, the
requirements for settling in that market provide sufficient assurances of accuracy to act as
verification upon which the Board can rely for purposes of RPS compliance.

The Board further directed Staff to initiate a stakeholder and rulemaking process that would set
requirements for improved measurement and verification of non-Jersey-connected Class |
energy for REC-issuance purposes. Staff has proposed amendments which make the
verification requirement in N.J.A.C. 14:8-2.9 more specific, so that it incorporates the settlement
requirement. Comments have been received upon the proposed amendments and Staff
anticipates bringing them to the Board for consideration at a future agenda.

The text of the proposed amendments is set out here (additions indicated by underline,
deletions by brackets):

(d) To qualify for issuance of a REC, electric generation shall be produced by a
generating facility that is interconnected with an electric distribution system, as defined in
N.J.A.C. 14:8-2.2, that supplies New Jersey; or, for class | renewable energy other
than solar electric generation, the electric generation need not be interconnected
with an electric distribution system that supplies New Jersey if its sale settled in
the PJM wholesale market. The Board may waive this reguirement by Board order if
the Board [adopts a joint or regional REC tracking system, and] determines that such
waiver would facilitate participation in the regional REC tracking system_adopted by the
Board.

The rule proposal was published in the New Jersey Register on December 1, 2008. Members
of the public had 60 days to submit comments on the proposed requirement for settlement in the
PJM market. Staff is responding to these comments and the Board will be considering the
comments and Staff’s response at a future Agenda.

2 «Reporting Year” means the 12-month period from June 1% through May 31%. A reporting year shall be
numbered accordingly to the calendar year in which it ends, so that reporting year 2005 runs from June 1,

2004 through May 31, 2005. N.J.A.C. 14:8-2.2.
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While the rulemaking process has been pursued, Reporting Year 2008 has ended. Reporting
Year 2009 will end in a few weeks. Concerns have arisen regarding the eligibility of the energy
generated by the non-Jersey-connected Class | facilities which used the affidavit system for
compliance with the RPS in Reporting Years 2007 and 2008. Based on concerns raised and
the adoption of the rule amendment at the close of Reporting Year 2009, Staff recommends that
for Reporting Year 2009, the Board authorize the use of Class | RECs based on energy from
such facilities for compliance with the RPS for Reporting Year 2009, provided the generator
signs the affidavit developed by Staff in connection with the January 31 Order, attesting to the
accuracy of the RECs and the generation data underlying them.

E-metering

The affidavits previously signed by responsible individuals at non-Jersey-connected Class |
facilities attest to their commitment to install an e-meter if they chose to continue not to settle
their transactions with PJM. However, the communications pursued by Staff, PJM-EIS, and the
stakeholders have not resulted in the development of e-metering standards to date. Therefore,
Staff will recommend that the Board approve for filing in the New Jersey Register a rule
proposal for an amendment to the RPS that would provide for the use of an e-meter as an
alternative to settlement in the PJM wholesale market. Staff intends to suggest a rule-making
schedule under which these rules would become effective in calendar year 2009.



