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)

DOCKET NO. EO18080899
BY THE BOARD:
l. BACKGROUND

On May 23, 2018, Governor Phil Murphy signed into law L. 2018, c. 16 (C. 48:3-87.3 10 -87.7)
(“Act”). The Act requires the New Jersey Board of Public Utilities (“Board” or “BPU”) to create a
program and mechanism for the issuance of Zero Emission Certificates ("ZECs"), each of which
represents the fuel diversity, air quality, and other environmental attributes of one megawatt-
hour of electricity generated by an eligible nuclear power plant selected by the Board to
participate in the program. Under the program, certain eligible nuclear energy generators may
 be approved to provide ZECs for the State’s energy supply, which in turn will be purchased by
Atlantic City Electric Company (“ACE"), Jersey Central Power and Light Company ("JCP&L"),
Public Service Electric and Gas Company ("PSE&G"), Rockiand Electric Company ("RECO") —
collectively, the state’s four (4) investor-owned Electric Distribution Companies (“EDCs”) — and
Butler Municipal Power & Light Company (“Butler’). The Act identifies the basic steps required
to establish this program, including program logistics, funding, costs, application, eligibility
requirements, selection process, and the timelines associated with each aspect of the
legislation. :

The Act required that the Board complete a proceeding within 180 days after the date of
enactment of the Act, i.e., by November 19, 2018, to allow for the commencement of a ZEC
program. In the proceeding, the Board is required — after notice, the opportunity for comment,
and public hearings — to issue an order establishing a ZEC program for selécted nuclear power
plants. The Board's Order must include but need not be limited to: (i) a method and application
process for determination of the eligibility and selection of nuclear power plants; and (i)
establishment of a mechanism for each EDC to purchase ZECs from selected nuclear power
plants. See N.J.S.A. 48:3-87.5(b).
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The Act also.requires that the Board complete the proceeding to certify applicant nuclear power
plants as eligible for the program and establish a rank-ordered list of the nuclear power plants
eligible to be selected to receive ZECs. This proceeding must be completed no later than 330
days after the date of enactment of the Act, i.e., by April 18, 2019, after notice, the opportunity
for comment and public hearing. See N.J.S.A. 48:3-87.5(d).

L. PROCEDURAL HISTORY
A. INITIATING ORDER

Under the Act, the Board is responsible for creatlng and administering the ZEC program. On
August 29, 2018, the Board approved an Order' initiating the creation of the ZEC program.
Specifically, the Board (i) directed Staff to facilitate the establishment of a ZEC application
process and related Act activities, and take all necessary steps required per the Act, including
scheduling public hearings, establishing a comment process, and preparing for consideration by
the Board a completed application process by November 19, 2018; (i) directed the EDCs fo file
tariffs in compliance with the Act by October 22, 2018, for approval by the Board; (jii) designated
President Joseph L. Fiordaliso as the Presiding Officer, who is authorized to rule on all motions
that arise during the pendency of final Board action. as required under the Act and modify any
schedules that may be set as necessary to secure a just and expeditious determination of the
issues; and (iv) directed that any entities seeking to intervene or participate in the tariff portion of
this matter file the appropriate application with the Board by October 23, 2018.

Consistent with the Act, the Board sought stakeholder input on the method and application
" process for determining the eligibility and selection of nuclear power plants, and on the
establishment of a mechanism for each EDC to purchase ZECs from selected nuclear power
plants. This process included stakeholder meetings to review the legislative requirements, and
solicitation and review of stakeholder comments, toward the goal of establishing a ZEC
application and selection process. ‘

Three (3) public hearings were held on October 4, 2018 in Hackensack; October 10, 2018 in
Atlantic City; and October 11, 2018 in New Brunswick. The hearings were well attended, w1th
twelve (12) to twenty (20) participants per hearing.

B. NOVEMBER 19, 2018 ORDER

On November 19, 2018, the Board ordered?® that the ZEC program be implemented to comply
with the Act and determined that the ZEC application developed by Staff was sufficient to meet
the Act's application requirements and that the program procedures developed by Board staff
will provide a full and complete record for the eligibility determination of a ZEC applicant. The
Board also approved the ZEC application and ordered the ZEC application window open and to
remain open until December 19, 2018. In addition, the Board approved a December 31, 2018
deadline for requests for access to information submitted on a confidential basis, pursuant to
N.J.S.A. 48:3-87.5(a). The Board also approved the implementation schedule and procedural
schedule recommended by Board staff for application eligibility and ranking.

T 1/M/O the Implementation of L. 2018, ¢. 16 Regarding the Establishment of a Zero Emission Certificate
Program for Eligible Nuclear Power Plants, BPU Docket No. EO18080899 (August 29, 2018).

2 IMIO the Implementation of L. 2018, ¢. 16 Regarding the Establishment of a Zero Emission GCertificate
Program for Eligible Nuclear Power Plants, BPU Docket No. EO18080889 (November 19, 2018).
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The implementation plan provided for the establishment of two teams, the Application Eligibility
Team and the Ranking Team. The Ranking Team was to consist of BPU staff, New Jersey
Department of Environmental Protection Agency (‘DEP”) staff, and representatives of the
Board's consultant.

Under the implementation plan approved by the Board, the ZEC Ranking Team was to finalize
the scoring methodology and criteria for review at the February 27, 2019 Agenda Meeting. As
part of the November 19, 2018 Order, the Board approved staff's recommendation that the
appropriate methodology by the Ranking team will weight ranking criteria for a total score of 100
or modify this approach if the Ranking Team determines that another method is more
practicable, and that the Ranking Team will then review applications received from the
Application Eligibility- Team and score each application based on their established scoring
criteria and matrix creating a Ranked List of the nuclear units deemed eligible by the Efigibility
Team. Once the Ranking Team completes the scoring of all eligible applications, it will create a
“ranked list" of eligible units, from highest score to lowest score, per thé Act. In the unlikely
event that two or more applications have the same score, the tie will be broken based on the air
quality impact score(s) of each application. ' : :

Staff will then present the ranked list, composed of all applicant Units, listed from highest score
to lowest score, along with the results of its review of all eligible applications, to the Board at the
April 2019 Agenda meeting for approval. Per the Act, the highest ranked units, in order, will be
selected to receive ZECs until their combined total capacity equals no more than 40% of the
total number of MWh distributed in the State in the 2017 energy year.®

Pursuant to the Board’s November 19, 2018 Order, the Board received applications from three
(3) nuclear units seeking ZEC Credit by the mandated due date of December 19, 2018.

C. DECEMBER 18, 2018 ORDER

By its December 18, 2018 Order,* the Board approved the selection of Levitan & Associates,
inc. to serve as a consultant to Staff and directed Staff to execute a contract for services related
to the ZEC program as described in the RFQ and scope of work. The Board also indicated that
an eligibility team and a ranking team would be established to evaluate the various
requirements of the ZEC program, with each team to include Staff, NJDEP staff, and members
of Levitan.

The Board executed a contract with Levitan on January 16, 2019 and Levitan commenced
working with the Board on January 16, 2018. .

.  DISCUSSION AND FINDINGS

‘The Ranking Team met, and after reviewing the Act and the record, developed a Ranking
Criteria to utilize in weighting the many factors identified in .the Act and provided in the

% See N.J.S.A. 48:3-87.5(g)(1).
4 IIM/O the Implementation of L. 2018, ¢. 16 Regarding the Establishment of a Zero Emission Certificate
Program for Eligible Nugclear Power Plants, BPU Docket No. EO18080899 (December 18, 2013).
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applications for determining the ranked order of the eligibie nuclear units, as determined by the
Application Eligibility Commiittee. A

The seven (7) ranking criteria include 1) Unit Economic Viability, 2) Annual Unit Generation Net
of Power Exports out of the State, 3) Plant Capacity Factor, 4) Nuclear Regulatory Commission
(“NRC") Safety Rating, 5) Full time Annual Payroll plus Property Taxes or Payments in Lieu of
taxes, 6) Total Avoided Carbon Dioxide {“CO,") Emissions Tons, and 7) Avoided Total Sulfur
Dlox1de ("*S0,"), Nitrogen Oxides (“NOX”) and Particulate Matter (“PM”) Emissions Tons.

Each criterion is described and weighted below:

RANKING TEAM ZEC RANKING CRITERIA

The Ranking team has developed the following criteria for ranking the ZEC Applications.

1.

The Unit Economic Viability Metric

This metric combines the economic viability and the subsidy requirement considerations.
The scaling points reflect the focus on providing ZECs to those units that are most likely
to benefit from an allocation of ZECs to remain in operation, i.e. marginal and
unprofitable units. The unit's economic viability is determined by the net difference
between the unit’s average revenue (in $ per MWh) and the average going forward costs
for the unit (in $ per MWh). All subsidies received by the unit including any direct or
indirect payment or credit under a law, rule, regulation, order, tariff, or other action of this
State or any other state, or a federal law, rule, regulation, order, tariff, or other action, or
a regional compact will be factored into its economic viability. The weighting for this
criterion would be 20%. The scaling points would be assigned as follows:

Highly unprofitable unit net revenues -$10/MWh or less .5 points
Unprofitable unit net revenues between -$10 and $0/MWh 7 points
Marginal Unit - net revenues between $0 and $10/MWh 10 points
Profitable Unit net revenues greater than $10/MWh 0 points

Annual Unit Generation Net of Power Exports out of the State

This metric takes into account available generation by netting out the power exported out
of state by a unit. The scaling score is based on a performance band of plus or minus
10% around the base year generation. A unit for which the average 3 year projected .
generation falls in the performance band is awarded 5 points, units above the
performance band are rewarded and units below the performance band are penalized.
The unit’s annual generation, net of power exports out of the state is determined by the
unit's generation for a base year elg. 2017. The weighting for this criterion wouid be
20%. The scaling points would be assigned as follows:

Average annual forecast of generation for unit over the 3 year ZEC period
If +/ — 10% of base year annual generation 5 points
More than — 10% of base year generation 0 points
More than +10% of base year generation 10 points
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' 3. Plant Capacity Factor

This metric would take into consideration the unit's efficiency in terms of capacity
utilization. This criterion would have a 10% weight. The scaling points would be
assigned as follows:

Most recent three (3) year historical average capacity factor

Iesé than 70% 0 points
70% to 80% 5 points
80% to 90% 7 points

Greater than 90% 10 points

. NRC Safety Rating

The NRC characterizes the safety performance of operating reactiors through the
Reactor Oversight Process (“ROP”) on a quarterly basis. Classification in Column 1 in
the ROP Action Matrix indicates the reactor is operating at the highest level of safety.
The Column 2 reflects a minor safety problem in an isolated area. Any lower safety
ratings must bé addressed immediately by the reactor operator and from a scoring
perspective would-not receive any points. This criterion would have a 10% weight. The
scaling points would be assigned as follows:

Column 1 rating 10 points
- Column 2 rating 5 points
Other rating 0 points

. Full Time Annual Payroll Plus Property Taxes or Payments in lieu of Taxes

As a proxy for the economic impact on New Jersey, this metric would use the total dollar
amount of the unit's direct payroll plus either property taxes or payments in lieu of taxes.
This criterion would have a 10% weight. The scaling points would be assigned as
follows: :

Average of 3 year projected dollar amounts;

- equal to base year amount 7 points
- greater than base year amount 10 points
- less than base year amount 5 points

. Total Avoided CO,; Emissions Tons :

Over time renewable generation can be expected to supplement the generation lost by
nuclear unit retirements. However if a shutdown occurs, coal and natural gas generation
would immediately supplement this loss until the renewables are up to full capacity. In
‘this regard, the largest amount of emissions avoided would be for 100% of the avoided
generation to be coal-fired. Likewise, the least amount of emissions avoided would be if
the avoided generation is 100% gas-fired. Since it is highly unlikely that either of these
extremes (100% coal or 100% gas-fired generation) would occur, the scoring would be
based on the relative proportions of the gas and coal-fired generation that comprise the
nuclear unit's avoided generation. For example, if the avoided generation mix would be
67% gas and 33% coal, the scaling score would be calculated as 10 points x 0.33 + 5
points x 0.67 to result in 6 points (rounded to the nearest whole point). The minimum
scale of 5 points generally reflects that combined cycle gas-fired generation emits about

5
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half of the CO, that a coal generation emits. This criterion, which addresses the unit's
impact on greenhouse gas emissions, would have a 15% weight. The scaling would
range between the CO, emissions assuming that avoided generation was 100% coal
generation and the CO, emissions assuming that the avoided generation was 100%
natural gas generation, based on the average coal plant and gas plant emissions rate for
a base year. The scale points would be proportioned between the maximum points
based on the assumed percentage mix of coal and natural gas generation.

100% coal avoided generation mix emissions ~© 10 points
100% natural gas avoided generation mix emissions 5 points

7. Total Avoided SO, NO,, and PM Emissions Tons -
This criterion addresses the impact on air quality of non-CO, emissions. Similar to the
CO, emissions scaling points, this criterion would cover the combined total of SO, NO,,
and PM emissions for coal and natural gas plants with the mix of avoided generation
used to proportion the points in between the two limits i.e 100% coal generation and
100% natural gas generation. The minimum scale points of 2 reflects the significantly
fower (much less than half) SO,, NO, and PM emissions associated with gas-fired
generation relative to coal-fired generation. This criterion would have a 15% weight.

100% coal avoided generation emissions 10 points
100% natural gas avoided generation emissions 2 points

The Ranking Team has reviewed the Act and the record and developed the ZEC Ranking
Criteria. The Ranking Team recommended that the Board approve the ZEC Ranking Criteria as
proposed and approve the Ranking Team’s use of these criteria to establish a rank-ordered list
of nuclear power plants eligible fo receive ZECS.

After review of the Staff's recommendations, the Board HEREBY APPROVES the ZEC Ranking
Criteria as proposed by the ZEC Ranking Team and HEREBY DETERMINES that the ZEC
Ranking Criteria meet the requirements of the Act. The Board HEREBY ORDERS that the ZEC
Ranking Team proceed with its evaluation of the eligible Unit applications utilizing the Ranking
Criteria to evaluate and rank the eligible nuclear units from most eligible to least eligible.
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This Order shall be effective on March 9, 2019.
" DATED: 51\21\\0\
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BY:

L) B By

DIANNE SOLOMON .
COMMISSIONER -

UPENDRA J. CHIVUKULA
COMMISSIONER

ATTEST: '
AIDA CAMACHO-WELCH
SECRETARY
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ROBERT M. GORDON
COMMISSIONER
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