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SURREBUTTAL TESTIMONY OF
DAVID E. DISMUKES, PH.D.
ON BEHALF OF THE
NEW JERSEY DIVISION OF RATE COUNSEL
BPU DOCKET NO. EQ12080726
L INTRODUCTION
Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
A. My name is David E. Dismukes. My business address is 5800 One Perkins Place Drive,
Suite 5-F, Baton Rouge, Louisiana, 70808.
Q. ARE YOU THE SAME PERSON WHO FILED DIRECT TESTIMONY IN THIS
DOCKET ON JANUARY 11, 2013?
A. Yes.
Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?
A. The purpose of my testimony is to respond to the direct testimony of Terrence J. Moran
of Public Service Electric & Gas (“PSE&G” or “the Company™).
Q. HAVE YOU CHANGED OR MODIFIED THE OPINIONS OR
RECOMMENDATIONS IN YOUR PREVIOUSLY-FILED DIRECT OR REBUTTAL
TESTIMONIES AS A RESULT OF THE EVIDENCE PROVIDED BY PSE&G
A. No, my opinions and recommendations remain the same.
Q. HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?
A. My testimony is organized into the following sections
e Section II: Policy

e Section III: SREC Oversupply Projections
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¢ Section IV: Rate Impact Analysis
II. POLICY
Q. DO YOU AGREE WITH THE COMPANY’S ASSERTION THAT ITS
PROPOSED SOLAR LOAN III PROGRAM (“SLIII”) IS CONSISTENT WITH STATE
ENERGY POLICY AND PARTICULARLY THE BOARD’S MAY 2012 ORDER?
A No. The Company states that at an agenda meeting on April 27, 2011, the Board directed
Staff to conduct a review of existing utility solar programs to determine if such programs
“should continue, be allowed to expire, be modified or expanded.”’ The Company further states
that the Office of Clean Energy’s (“OCE”) finding with regards to this directive was to
ultimately expand utility solar programs by 180 MW split among participating electric
distribution companies (“EDCs”).2 While the resulting May 2012 Board Order did formalize
OCE’s recommendation, it did not state that these programs should be continued at any cost.

III. SREC OVERSUPPLY PROJECTIONS

Q. DOES THE COMPANY ATTEMPT TO REFUTE THE CLAIM THAT THE
PROPOSED SLIII IS UNNECESSARY IN LIGHT OF THE CURRENT STATE OF THE
MARKET FOR SOLAR RENEWABLE ENERGY CERTIFICATES?

A, Yes. The Company essentially makes three arguments attempting to refute the point
made in my Direct Testimony that the SLIII is unnecessary in light of the over development that
exists within the State’s solar energy market. First, the Company claims that attempting to
predict the New Jersey future solar build rates or future SREC prices is difficult in light of

uncertainties.” Second, the Company claims that a review of the historic solar build rate in New

'Direct Testimony of Terrence J. Moran, 3:15-18,
Direct Testimony of Tetrence J. Moran, 4:3-9,
3Direct Testimony of Terrence J. Moran, 9:3-4.
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Jersey suggests that the market may not be overbuilt for as long as some parties have suggested.*

”

Lastly, the Company insists that Rate Counsel is “missing the point,” in its definition of
necessity.” PSE&G claims that its proposal is intended to ensure the availability of capital for the
continued development of net metered solar projects, and not to fill an unmet demand for
SRECs.®

Q. DO YOU DISAGREE WITH THE COMPANY’S POSITION THAT SOLAR
INSTALLATION AND SREC SUPPLY FORECASTS OFTEN INCORPORATE A
DEGREE OF UNCERTAINTY?

A. No. Forecasts by definition incorporate varying degrees of uncertainty. However, the
Company is likely overstating the extent of uncertainty surrounding the solar market forecasts.
For instance, the Company references a Bloomberg New Energy Finance (“BNEF”) December 3,

2012 publication showing solar supply status starting Energy Year (“EY™) 2015 as #BEGIN

CONFIDENTIAL# [} #END CONFIDENTIAL#. What the Company fails to put into

context is the #BEGIN CONFIDENTIAL# [ NG

*Direct Testimony of Terrence J. Moran, 9:3-5.
3Direct Testimony of Terrence J. Moran, 8:1-2.
®Direct Testimony of Terrence J. Moran, 7:21 to 8:1.
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I :=ND CONFIDENTIAL#

Q. PLEASE DESCRIBE THE COMPANY’S POSITION REGARDING THE OCE
SOLAR DEVELOPMENT FORECASTS.

A. The Company suggests that the OCE’s solar development forecasts should not be given
much weight due to the simplicity of the methods used to develop it. In this the Company argues
that the OCE’s forecast does not take into account industry trends as it calculates future solar
build rates as an assumed proportion of the incremental RPS.

Q. DO YOU AGREE THAT THE OCE’S SOLAR DEVELOPMENT FORECAST
SHOULD BE DISMISSED OUT OF HAND AS BEING OVERLY SIMPLISTIC?

A. No. It is a well held concept in forecasting that predictive models should maintain a
certain degree of simplicity, so the Company’s arguments that OCE’s forecasts are too simple do
not hold a considerable amount of merit. Further, the Company, despite its criticisms, has failed
to provide any forecasting variance analysis of past OCE projections to support its claims that
OCE’s approach is significantly flawed. OCE’s projections represent another set of insights into
solar market development, and are important since they come from a neutral third party. The
fact that OCE’s projections are consistent with other sources, including commercial sources
purchased by the Company, suggests that the “simplistic” approach may not be without merit.

Q. HAS THE COMPANY RAISED ANY ISSUES IN THE PAST REGARDING
OCE’S SOLAR DEVELOPMENT FORECAST?

A. No and, in fact, the Company was asked in discovery to provide all analyses, comments

or other materials it provided to the OCE regarding OCE’s solar installation projections. The

"See, Direct Testimony of Terrence J. Moran, 10:2-10.
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Company answered that it had not provided any comments, input or recommendations to the
OCE. The Company also indicated that it had not performed a variance analysis (measuring the
difference between actuals-to-projected installations) on the OCE’s forecast.®

Q. HAS THE COMPANY PRESENTED AN EMPIRICAL ANALYSIS OF THE
SOLAR ENERGY MARKET IN ANY OF ITS TESTIMONY IN THIS PROCEEDING?
A. No, it has not. The Company has taken every opportunity to criticize and dismiss the
solar market analyses of all parties who have presented such analyses within this proceeding,
without submitting an alternative analysis of its own. In fact, when asked in discovery to provide
all New Jersey solar market analyses within its possession, the Company provided a series of
reports, that included a number of solar market projections, from BNEF.” The BNEF forecast
presented in my Direct Testimony was the most recent of these reports from BNEF and was
provided by the Company as the only solar market forecast in its possession.

Q. HAS THE COMPANY SUBSEQUENT TO THE FILING OF TESTIMONY
ATTEMPTED TO PRESENT AN EMPIRICAL ANALYSIS OF THE SOLAR ENERGY
MARKET?

A. Yes. The Company prepared a forecast that was provided in response to discovery
questions associated with its rebuttal testimony.'0 This new Company solar development
forecast clearly comes late in this proceeding. Regardless, even this new PSE&G forecast is
only able to justify the Company’s position of a pending undersupply in the SREC market by
assuming a 487 MWh, or 36.4 percent, shortfall in New Jersey solar generation supply in

EY2014. This is inconsistent with the position of the BNEF, and the OCE worse-case

8 Company response to RCR-P-36.
? Company response to Data Request RCR-P-19.
"Company response to Data Request RCR-P-36.



10

11

12

13

14

15

16

17

18

19

20

21

PUBLIC VERSION

projections, which project New Jersey solar generation supply to equate to #BEGIN
CONFIDENTIAL# B #END CONFIDENTIAL# and 126.6 percent of the State’s
RPS, respectively. In fact, the Company’s estimated solar market shortfall does not appear to be
supported by its prior testimony which clearly states that “[wlhat is known with relative
certainty is that the New Jersey SREC market will be ‘long’ through EY2014.7!

Q. DO YOU AGREE WITH THE COMPANY’S ASSERTION THAT AN INFLUX
OF LARGE GRID-CONNECTED PROJECTS IS CHANGING THE MAKEUP OF THE
PROJECT PIPELINE?"

A. I agree that an increase in large grid-connected projects accounts for a large portion of the
project pipeline, however, I disagree with the Company’s assertion that this has imparted a
greater degree of uncertainty to the market. Namely, the Company’s assertion that large grid
connected projects are generally less likely to come to fruition, or that an increase in the
cancellation rates of these projects has had a substantial effect on the overall market, is
unsupported.

Q. HAVE YOU CONDUCTED ANY ANALYSIS OF THE CANCELLATION RATES
OF NEW JERSEY SOLAR PROJECTS?

A. Yes, and the results of that analysis are presented in Schedule DED-SR-1. This analysis
utilizes monthly reports provided by the OCE to compare the total capacity of projects listed in
the project pipeline with the capacity of those that end up being cancelled or scrubbed.”  This
schedule depicts, on a capacity (kW) basis, the percentage of grid-connected and net metered

capacity residing within the pipeline in any given month versus the amount of capacity which

"Direct Testimony of Terrence J. Moran, 9:7-8.

Direct Testimony of Terrence J. Moran, 10:12-14; 11:2-4.

1 For the purpose of this analysis, all projects within the pipeline as of December 31, 2012 were removed
from calculations as it is unknown whether these projects will be built.
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ends up actually being constructed. The results of my analysis show that historically, grid-
connected projects within the pipeline were far more likely to come to fruition than net metered
projects. Around the beginning of 2012 this began to change, as market conditions and new
regulations have caused circumstances where a substantial portion of capacity proposed after this
time has ended up being cancelled. However, the completion percentage of net metered capacity
has remained strong, averaging 62.5 percent since November 2010 and has only fluctuated
between a low of 54.5 percent and a high of 70.9 percent. The decline in the completion rate of
grid-connected projects has also had little effect on the overall completion rate of solar energy
capacity within the pipeline, which remained at a healthy 58.2 percent in October 2012, due to
the small percentage of overall New Jersey solar market grid-connected projects. Even during
the substantial run up in grid-connected capacity seen in the summer of 2012, in my analysis
grid-connected solar energy only accounted for 30.6 percent of the total solar energy pipeline.
On average since November 2010, grid-connected solar has accounted for less than 20 percent of
solar capacity moving within the pipeline.

Q. HAS THE OCE CHANGED ITS PROJECTION OF NEW JERSEY SOLAR
BUILD RATES AND GENERATION?

A. Yes. At the most recent BPU-OCE Renewable Energy Committee meeting held
February 14, 2013 the OCE presented an update of its solar generation forecast to include 2012
solar projects installed subsequent to October 31, 2012. I have updated the historic and
forecasted solar installation trends based on this updated information in Schedule DED-SR-2.
The second page of this analysis shows that the OCE forecasts monthly build rates to continue to
be significant, at between 14 MW per month, to 48 MW per month over the next five energy

years. The OCE’s revised numbers are arguably more optimistic than previous forecasts
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regarding build rates as the OCE “low” forecast now projects an increase in solar installation
rates in EY2015 and EY2016. This means that, contrary to the Company’s position, the OCE
sees greater possibility of the current oversupply in the Solar Markets continuing into the future
than it did just two months ago.

In addition, Schedule DED-SR-3 shows that OCE also estimates SREC availability to be
above, if not significantly above, the new solar RPS requirement defined in the Solar Energy
Act' until EY2016. The one exception to this above-requirement is still the trend within the
“low” forecast scenario for EY2016 where SREC availability is anticipated to be below the RPS
requirement in that year. OCE’s median SREC availability forecast, however, ranges from a
high of 230 percent of the annual SREC requirement to a low of 116 percent of the SREC
requirement in EY2016.

Q. DO YOU BELIEVE THE COMPANY’S CITATION TO TWO RECENT
CANCELLATIONS OF LARGE GRID SUPPLY PROJECTS” INDICATES
“EVIDENCE” OF A SIGNIFICANT REDUCTION IN BUILD RATES BEYOND THAT
INCORPORATED WITHIN FORECASTS BY MARKET ANALYSTS?

A. No. I have reviewed the OCE published inventory of projects currently within the
pipeline and at the time of the December forecast, which was provided as a Schedule in my
Direct Testimony. The OCE had already removed both of these two grid supply projects from its
pipeline inventory.  This understanding is apparently consistent with the Company’s

understanding.'® Contrary to the Company’s claims, this would imply that the OCE had already

N.J.S.A. 48:3-87 (d)

'Direct Testimony of Terrence J. Moran, 12:12 to 13:2.
'¢ Company response to Data Request RCR-P-38.
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taken into account the effect the withdrawal of these two projects would have on projected solar
development.

IV. Rate Impact Analysis

Q. DO YOU AGREE WITH THE COMPANY’S ASSERTIONS THAT YOUR RATE
IMPACT ANALYSIS IS INCORRECT?

A. No. In my direct testimony, I noted that the revenue credits utilized by the Company in
developing its rate impact estimates were overstated. These revenue credits were based upon
unrealistically high SREC prices as well as PIM energy and capacity prices. The Company
suggests that my criticism of these revenue credits is incorrect since “these figures are not

17 The point

guarantees of future market conditions,” since “the actual rate may go up or down.
of my analysis, however, was not to suggest that prices were, or should be, known with any
certainty but rather to point out that the Company’s estimated rate impacts were understated
since they were based upon SREC, energy and capacity prices that were beyond most reasonable
expectations of future market conditions.

Q. WHAT ARE THE CONSEQUENCES OF OVERSTATING THE MAGNITUDE
OF THESE REVENUE CREDITS?

A. For ratepayers, two consequences are noteworthy. First, high SREC prices can make the
rate impacts associated with the Company’s proposal appear reasonable. And second, since
there are no regulatory or financial consequences to the Company at some later date if these

revenue credits were incorrectly estimated, ratepayers would, in fact, bear the full responsibility

for the Company’s revenue credit forecasting error.

""Direct Testimony of Terrence J. Moran, 14:9-10.
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Y. Conclusion

Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY FILED ON

MARCH 1, 2013?
A. Yes it does, however, I hold open the right to modify or supplement my surrebuttal

testimony should additional information or evidence be provided at some later date.

10
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