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 The Interstate Renewable Energy Council (“IREC”) respectfully submits its 

response to parties‟ objections to the 2012 Power Procurement Plan (“Plan”) of the 

Illinois Power Agency (“IPA”).  IPA‟s Plan covers the procurement of electricity for 

customers of Ameren Illinois Company (“Ameren”) and Commonwealth Edison 

Company (“ComEd”), as required by 220 ILCS 5/16-11.5(d)(2). On September 28, 2011, 

IPA submitted its Plan to the Illinois Commerce Commission (“Commission” or “ICC”), 

allowing parties until October 3, 2011 to file objections to the Plan with the Commission.  

ComEd, Ameren, Comverge, Inc., Wind on the Wires (“WOW”), Exelon Generation 

Company (“Exelon”), the Illinois Competitive Energy Association (“ICEA”), 

Constellation Energy Commodities Group, Inc. (“Constellation”), the Solar Alliance, the 

Illinois Commerce Commission Staff (“Staff”), FutureGen Industrial Alliance, Inc., and 

the Retail Energy Supply Association (“RESA”) all filed objections to the IPA‟s 2012 

Plan. 

 On October 3, 2011, IREC and the Environmental Law & Policy Center 

(“ELPC”) each filed petitions to intervene in the above-caption proceeding, noting 
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support for Commission adoption of the IPA‟s 2012 Plan and reserving the right respond 

to objections, as necessary. IREC responds here to three objections:  

 IREC takes exception to certain parties‟ suggestions
1
 that implementation of the 

distributed solar renewable energy credits procurement program should be 

deferred to the 2013 procurement plan. IREC believes that the scale of the 

proposed distributed solar carve out is so modest that the IPA should proceed with 

it as a “pilot” program and use the experience gained from administration of that 

pilot, and the proposed workshops, to submit a fully developed distributed SREC 

procurement program as part of its 2013 Plan. 

 IREC takes exception to certain parties‟ claims that a separate procurement for 

distributed solar renewable energy credits is contrary to law.
2
  

  IREC takes exception to certain parties‟ claims that a separate procurement for 

distributed solar renewable energy credits will not result in cost-effective 

procurement and will necessarily result in higher costs to ratepayers.
3
 

I. Introduction 

 IREC is a non-profit organization that has worked for nearly three decades to 

accelerate the sustainable utilization of renewable energy resources through the 

development of programs and policies that reduce barriers to renewable energy 

deployment.  IREC has participated in workshops, proceedings and rulemakings before 

over forty state public utility commissions—including proceedings before the ICC during 

the past three years, addressing topics that directly impact the development of renewable 

energy resources, including net metering rules, interconnection procedures, and issues 

related to market design for distributed generation (“DG”). 

 IREC supports the Plan‟s inclusion of DG in the procurement process. IREC 

responds to objections to its inclusion here and encourages the Commission to ensure that 

                                                        
1
  See, e.g., Exelon Objections at p.10; Illinois Competitive Energy Association 

(“ICEA”) Objections at pp. 8-9; Ameren Comments and Objections at p. 8; 

ComEd Objections at p. 30. 
2
  See, e.g., ComEd Objections at p. 24; Exelon Objections at pp. 8-9; ICEA 

Objections at p. 8.  
3
  See, e.g., ComEd Objections at p. 26; ICEA Objections at p. 7. 
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DG gets due consideration in this and future procurement plans. Particularly, IREC 

responds to parties‟ objections to the development of a separate procurement mechanism 

for distributed solar renewable energy credits (“distributed SRECs”) as a component of 

the requirement to procure SRECs generally. IREC agrees with many parties that DG 

provides real, quantifiable benefits to the grid
4
 and should be duly considered in the 

procurement planning process. IREC supports the suggestion of parties that a series of 

workshops be convened to address the design of a procurement process for SRECs 

associated with DG generation, including consideration of how DG generators will be 

compensated for the value they bring to the grid. IREC disagrees with parties, however, 

suggesting that a separate DG “carve out” is contrary to Illinois law. That conclusion is 

premature and misses the point that solar DG can be an important part of a diverse 

resource portfolio. Parties that are concerned about the legality and cost-effectiveness of 

a distributed solar preference in procurement planning can adequately address those 

concerns in forthcoming program development workshops. After the workshops develop 

a more refined proposal, those concerns may prove to be moot.   

 IREC respectfully requests that the Commission approve the Plan and suggests 

that the Commission consider objections to the distributed SREC proposal in the context 

of the proposed program size. For 2012, this would amount to the procurement of the 

equivalent of approximately 3 MW of distributed solar capacity.
5
 IREC believes that 

proceeding with a limited implementation of the distributed SREC program for 2012, 

even with a reduced procurement of just 1-2 MW of distributed solar capacity, will give 

                                                        
4
  See, e.g., ICEA Objections at p. 9; Exelon Objections at p. 10; Solar Alliance 

Verified Objections at p. 6.  
5
  ELPC Comments on IPA‟s Draft Plan at p. 12, Sep. 14, 2011.  
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the IPA and utilities valuable experience in designing a program that can accommodate 

more efficient procurement of distributed SRECs when the SREC requirements 

substantially scale up in the next few years. The proposed workshops will aid in 

developing a pilot program for 2012 and inform the submission of a fully developed 

program with the 2013 Plan. While it is IREC‟s preference for the Commission to 

proceed with the distributed SREC program, as proposed, the Commission should, at a 

minimum, require the IPA to convene the proposed workshops and to produce a report on 

the full range of benefits associated with a distributed SREC program. 

II. Consideration of a Separate SREC Procurement Process for Distributed 

Solar Generation Is Appropriate Because Those Generators Provide 

Quantifiable Benefits in the Grid.  

IREC believes that the procurement planning process is an appropriate forum to 

consider the benefits of distributed solar energy facilities. IREC strongly supports the 

IPA‟s proposal to include a distributed SREC procurement program. Inclusion of solar 

DG into procurement planning creates the opportunity for planners to recognize the value 

of DG in offsetting the need for peak generation capacity and to utilize that value to defer 

transmission and distribution capacity additions. Ignoring the benefits of solar DG can 

result in unnecessary redundancy in generation capacity, as the high coincidence factor of 

solar with peak demand can “substitute as peaking resources for natural gas-fueled plants, 

which „are the marginal producers during the summer months in both PJM and MISO.‟”
6
 

It is, therefore, vital in the procurement planning process to consider the value and 

benefits of DG and to structure appropriate mechanisms to encourage its growth.  

                                                        
6
  ELPC Comments on IPA‟s Draft 2012 Power Procurement Plan at p. 7 (Citing 

IPA Draft Plan at p. 10). 
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 Solar DG brings important benefits to the grid, including shaving peak demand, 

reducing line losses, and providing the potential for utilities to defer transmission and 

distribution upgrades.
7
 Even parties with objections to immediate implementation of the 

distributed SREC program acknowledge the grid benefits of solar DG.
8
 These parties 

insist that solar DG‟s benefits warrant further investigation and indicate a willingness to 

participate in future workshops to determine the extent of such benefits.
9
 In its comments 

on the Draft Plan, ELPC extensively discussed the many operational benefits of 

distributed solar, and its suggestions resulted in the IPA‟s inclusion of the distributed 

SREC procurement process in the final Plan. IREC agrees with ELPC that procurement 

planning is an appropriate place to encourage the further development of DG because it 

can reduce the need to add new generation capacity and bring various other operational 

benefits that are relevant to the procurement planning process.
10

 

 Other state utility commissions are developing methodologies to capture the 

operational and grid benefits of DG. Just in the last week, the California Public Utilities 

Commission, as part of its implementation of a feed-in tariff  (“FIT”) for renewable 

generators, issued a staff proposal for valuing the locational benefits of DG in enabling a 

utility to avoid transmission and distribution (“T&D”) costs and line losses. Given the 

relevance of this California PUC proposal to the IPA Plan, relevant portions are attached 

to this response.  The proposed methodology (Attachment A), which is discussed in the 

                                                        
7
  See ELPC Comments on IPA‟s Draft Plan at pp. 6-7; see also Naim Darghouth, 

Galen Barbose, and Ryan Wiser, “The Impact of Rate Design and Net Metering 

on the Bill Savings from Distributed PV for Residential Customers in California.” 

April 2010, p.42;  
8
  See, e.g., ICEA Objections at p. 9; Exelon Objections at p. 10. 

9
  See, e.g., Exelon Objections at p.10; ICEA Objections at pp. 8-9; Ameren 

Objections at p. 8; ComEd Objections at p. 30. 
10

  See ELPC Comments on IPA‟s Draft Plan at pp. 6-7. 
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Staff Proposal (Attachment B), recognizes and quantifies these benefits, and provides for 

an appropriate “locational adder” payment for generators that are located to identified 

“hot spots.” These “hot spots” indicate load centers where contributions from DG will 

reduce peak demand, provide T&D deferral benefits, and reduce line losses associated 

with transformer overheating, congestion and delivery over long distances.
11

 The 

underlying methodology to the California Staff‟s proposal has been well vetted
12

 and 

could provide an appropriate starting point for the workshops to begin considering the 

value of DG and mechanisms to compensate generators for those benefits. 

 With the growing body of data supporting the value of DG, and the inherent 

importance of those benefits to system planning, IREC strongly supports IPA‟s inclusion 

of a plan to encourage DG while satisfying procurement requirements. This effectively 

advances two of the state‟s objectives—procurement of solar and advancement of 

distributed, behind-the-meter generation resources—through one policy. Moreover, IREC 

suggests that implementing a separate procurement mechanism for distributed SRECs 

provides an opportunity to consider the benefits of solar DG and to develop an 

appropriate mechanism to compensate solar DG owners for the value they provide. 

 Under the proposed methods of setting a distributed SREC price, either by using 

the market clearing price or by creating a separate auction for aggregators of distributed 

                                                        
11

  Attachment B, California Public Utilities Commission Energy Staff Division 

Proposal (“CPUC Staff Proposal”) at pp. 10-11. 
12

  Id. at p. 10. Environmental and Energy Economics, Inc. (“E3”) is a economics 

consulting group that was contracted by the California Public Utilities 

Commission to develop a methodology for calculating the range of avoided costs 

associated with state energy proposals. The E3 Methodology has previously been 

used or examined by the California Public Utilities Commission for valuation of 

energy efficiency and demand response programs and for determining the cost-

effectiveness of California‟s solar incentive program.  
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SRECs, the locational benefits of distributed solar may not be reflected. These benefits, 

thus, may need to be considered independently. California‟s implementation of its FIT for 

small generators, up to 3 MW, currently features a proposal to set the base price at the 

market clearing price for a different renewable procurement auction, one that is open to 

all renewable resources between 500 kW and 20 MW.
13

 Even though differences in price 

will likely exist between California‟s FIT systems and the larger 20 MW systems that 

will compete in the renewable auction—due to economies of scale—IREC recognizes 

that using an auction price as a proxy for systems that are reasonably similar in size to 

small renewables simplifies the process.  

 In addition to basing the proposed California FIT price on auction results—

similar to the Plan‟s market clearing price option for determining distributed SREC 

pricing—the California plan includes a time of delivery factor adjustment and a potential 

locational adder for projects in identified “hot spots.”
14

 IREC suggests that the IPA Plan‟s 

proposal to use the market clearing price is analogous to the efforts under consideration 

in California to set a price for a small generator renewable FIT; including an additional 

time of delivery and locational benefit “adder” for distributed solar generators who sell 

SRECs could mitigate the risks of undercompensating small generators who lack the 

economies of scale of larger projects and offer distinct grid benefits beyond what is 

captured in a general SREC auction. IREC proposes this as a point of discussion for any 

Commission-ordered workshops. 

 Overall, IREC applauds the inclusion of solar DG in the procurement planning 

process. IREC supports the separate procurement process, including the use of standard 

                                                        
13

  Attachment B, Staff Fit Proposal at p. 9, fn 10. 
14

  Id. at pp. 8-10.  
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offer contracts for distributed SREC sellers, as the appropriate framework to support 

greater development of distributed solar in Illinois. 

III. The Commission Should Require the IPA to Convene a Workshop to 

Consider Procurement Mechanisms Appropriate for Small DG SRECs and 

to Investigate the Value of System Benefits Associated with DG. 

 The IPA Plan for distributed SREC procurement, as proposed, relies on further 

development of program details before it can be implemented and the Plan proposes a 

series of workshops between January and May 2012 to do that.
15

 The Plan proposes to 

announce the distributed SREC procurement plan by June 2012. 

 Several parties, including Ameren, Exelon and ICEA, support the idea of further 

investigation of the procurement of DG, even as they object to the instant proposal for a 

separate procurement of distributed SRECs. Ameren proposes that workshops be held to 

develop a program for implementation in 2013, and suggests that those workshops should 

track related legislative developments with SB 1652.
16

  ComEd similarly supports the 

idea of workshops on the matter, stating that the workshop process should develop the 

plan and not “be the proposed plan.”
17

 Exelon opposes inclusion of the distributed SREC 

proposal in this plan, but does support consideration of procuring DG in future plans, so 

long as it can be done consistent with law and ratepayer interests.
18

 IREC believes that 

these objections show a willingness to objectively explore the development of a solar DG 

procurement mechanism. IREC is encouraged by Ameren‟s and ComEd‟s willingness to 

actively participate in future workshops to explore the merits of solar DG proposals. 

                                                        
15

  See IPA‟s Plan § 3.3.3 at p. 54 (proposing a schedule for workshops between 

January and May 2012). 
16

  Ameren Objections at pp. 7-8. 
17

  ComEd Objections at p. 30. 
18

  Exelon Objections at p. 10.  
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  IREC believes that the workshops should focus on accomplishing three major 

milestones: 

 Design and commence a study to investigate the grid benefit of distributed solar 

generation and propose methods of compensating generators for that value;  

 Plan and consider program design options for procuring distributed SRECs for a 

2012 “pilot” program and make recommendations for implementing distributed 

SREC procurement as part of the 2013 Procurement Plan; and 

 File a publicly available report with the ICC that summarizes workshop activities, 

explains the results of the distributed solar grid benefits study, and makes 

recommendations for IPA distributed SREC procurement design and any other 

appropriate action to implement the recommendations in the report. 

A. Workshops should identify a program design that considers the 

special attributes of distributed solar generators. 

 IREC supports convening workshops on distributed solar procurement because 

there are inherent differences between larger systems and distributed systems. DG can 

serve very specific operational functions that are not necessarily possible for larger, 

centralized plants. While it is true that smaller DG projects do not enjoy the economies of 

scale of larger or utility-scale projects, DG provides benefits that larger systems cannot 

deliver. As a general matter, larger solar energy systems face more constraints on siting 

and permitting, and are space intensive, often forcing them to the periphery of dense load 

centers. In contrast, it is more likely that smaller systems will be located directly next to 

load on a circuit. Smaller DG is especially suited for this role, in particular as net 

metering systems where the generator is behind a customer‟s meter and is serving load 

directly, offsetting demand on the system. Distributed SRECs are defined in the IPA Plan 

as being produced from behind-the-meter sources, indicating that some portion of on-site 

load will be served by these systems.
19

 

                                                        
19

  See IPA Plan § 3.3.3. 
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It is also important that the workshops recognize potential differences in smaller 

and larger solar generation customers, and adjust the mechanisms to maximize access and 

participation to all types of solar generators. In particular, IREC supports the Plan‟s 

proposal to conduct distributed SREC procurement via standard offer contracts, in order 

to simplify the process for smaller generators who may lack the sophistication or 

resources to compete in an auction. The workshop process could explore not only what 

contract terms are appropriate to smaller systems, it could consider what steps the utilities 

could take to compensate these small generators for any grid benefits they provide. 

Due to these grid benefits, many parties support the investigation of DG 

procurement issues through workshops, as proposed by IPA, even if they oppose 

immediate approval of a distributed SREC procurement program that has not been fully 

developed. Some of these parties express the opinion that the IPA‟s planned procurement 

event for distributed SRECs may proceed, albeit on the condition that it is part of an 

approved 2013 Procurement Plan. 

B. Workshops should result in a definite 2012 “pilot” plan that can be 

announced by June 2012 to avoid slowing the market for distributed 

SRECs. 

IREC supports the thrust of parties‟ arguments that the workshops will allow the 

IPA to submit a carefully considered and fully developed implementation plan for its 

2013 Plan. IREC suggests, however, that proceeding with the 2012 Plan for procuring 

distributed SRECs on a limited basis, or as a “pilot” for procuring a modest amount of 

distributed SRECs, will enable the IPA and utilities to gain experience with the practical 

components of successful program design. IREC agrees that there is a benefit in utilizing 

workshops to develop a sure-footed approach for the 2013 plan, but IREC believes that 

proceeding with the 2012 distributed SREC procurement could prove equally as 
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informative to program design. Moreoever, the limited scope of the “pilot” program will 

impose de minimus, if any, costs on ratepayers and could avoid future negative 

consequences when the stakes and scale of the distributed SREC program are set much 

higher.  IREC‟s position regarding a pilot program appears to align with ICC Staff , 

which indicated that it would support “a relatively modest pilot program” which it 

believes could be “introduced on a shorter time scale.”
20

 

Not only does it make sense to proceed with a 2012 distributed SREC 

procurement program, it is important to move the program forward to account for the 

often long lead time from project development to the ultimate production of SRECs. As 

Solar Alliance notes, the time to build and interconnect new resources can be extensive 

and ample time is needed between a procurement event and the expected delivery date.
21

 

Delaying the program, without any new distributed solar being encouraged through this 

mechanism in the interim, may create more difficulty in ramping up the number of new 

installations, and new interconenctions, to meet the demand of 2013.  

The combination of a “pilot” distributed SREC program and a series of 

workshops to consider the benefits of distributed solar and program design, would send 

the marketplace the signal that distributed solar systems will receive the full value of their 

production. IREC suggests that the workshops should develop a methodology to measure 

the benefits and a mechanism to compensate those benefits. For example, it may be 

possible to incorporate these benefits into utility tariffs or through standard purchase 

contracts for SRECs. Considering the benefits of small DG in this way avoids the 

problems of differentiating SREC values based on system size. 

                                                        
20

  Staff Comments and Objections at p. 19. 
21

  Solar Alliance Objections at p. 8. 
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C. A final report that is filed with the Commission will provide a basis 

for the 2013 Procurement Plan and for related proceedings 

addressing the valuation of distributed solar. 

IREC believes that the workshop process will be most useful to parties if the IPA 

is required to file a report detailing the grid benefit study of distributed solar and 

providing findings that support IPA‟s 2013 distributed SREC proposal. Such a report will 

give the IPA a reasoned basis to propose a separate procurement mechanism for 

distributed SRECs in its 2013 Plan and give firm guidance to the development of a 2012 

“pilot” program. Moreover, a report, unlike the off-the-record conversations and 

document sharing that will occur during the workshops, will provide a basis for future 

actions related to IPA‟s procurement proposals for distributed SRECs or the 

Commission‟s consideration of methods to compensate distributed solar resources in a 

way that compliments IPA‟s procurement planning.  

IV. It Is Premature for Parties to Claim that a Separate Procurement Process for 

Small DG SRECs Is Contrary to Law. 

Parties‟ objections that a separate “carve out” for SRECs associated with small 

DG is illegal are premature because the details of the program are not yet known. 

ComEd, in particular, takes issue with the possibility that distributed SRECs should 

receive a preference in the procurement process because the legislature has not authorized 

such a preference.
22

 Without program details of how distributed SRECs will be 

compensated or procured, there is no assurance that distributed SRECs will receive a 

preference, even if they participate in a separate auction. As the Plan states in Section 

3.3.3, on page 53, the IPA will “consider” the “broad program types” that include a long-

term standard offer based on “auction clearing prices from the IPA‟s Spring 2012 

                                                        
22

  ComEd Objections at p. 25. 
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auction” and the possibility of a separate distributed SREC procurement event for 

aggregators of behind-the-meter SRECs. Thus, there is nothing definite in the Plan‟s 

distributed SREC proposal to warrant substantive, legal objections. IREC expects that 

ComEd‟s concerns will be addressed through the workshop process, resulting in a 

process that complies with the law and recognizes the benefits of DG to its grid. 

V. It Is Premature for Parties to Claim that a Separate Procurement Process for 

Small DG SRECs Is Likely to Result in Additional Costs to Ratepayers. 

Similar to the parties‟ claims that a distributed solar “carve out” is illegal, parties‟ 

objections that SREC procurement from small DG will result in higher costs to ratepayers 

are premature pending the development of the program and likely ignore the benefits of 

DG. Assuming that distributed SRECs will result in higher costs than generic SREC 

procurement ignores the possibility that customers will be held indifferent if any 

additional compensation to distributed generators is limited to the benefits those 

generators provide to the grid. To the extent that distributed solar is compensated only for 

costs that it allows utilities to avoid, such as deferring transmission and distribution 

upgrades or avoiding line losses, ratepayers will not bear any additional costs as a result 

of a procurement emphasis on distributed solar. To the contrary, ratepayers will benefit 

from the long-term benefits of DG, including the fact that renewable sources of energy 

are a hedge against volatile fuel adjustment costs. Without compensation for these many 

benefits, DG owners essentially provide a benefit to the grid without compensation. 

Again, IREC suggests that parties may satisfy their concerns about ratepayer impacts by 

participating in the workshops and supporting an accurate assessment of DG‟s benefits to 

the grid. 
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For these reasons, IREC believes that deferment of the distributed SREC program  

to the 2013 Plan is reasonable, but suggests that proceeding with the 2012 distributed 

SREC program on a “pilot” basis is practical and will have de minimus ratepayer impacts. 

It is important to note that the initial scope of the entire SREC program is limited to just 

0.5% of the total Renewable Portfolio Standard (“RPS”) requirement for 2012. This 

ramps up to 1.5% in 2013. As ELPC noted in comments on the Draft Plan, the distributed 

SRECs for 2012 would represent merely 3 MW of capacity in 2012 and increase to 

10 MW in 2013.
23

 Any negative impact of procuring the equivalent of 3 MW of 

distributed solar resources in 2012 is mitigated by the experience gained in administering 

the program and developing cost-effective mechanisms to encourage distributed solar 

growth prospectively. Moreover, if the program was implemented on an interim basis for 

2012, to allow for full implementation in the 2013 Plan, the ratepayer impacts of 

procuring 3 MW of distributed solar will be minimal, even without accounting for the 

benefits of DG. Accounting for the benefits of DG, however, is centrally important to 

moving forward with Illinois‟ ambitions to procure adequate solar resources to meet RPS 

obligations. IREC respectfully request that the Commission approve the Plan and require 

workshops to quantify DG‟s benefits and develop a mechanism to compensate DG 

owners. 

 

 

 

 

                                                        
23

  ELPC Comments on Draft Plan at p. 12.  
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VI. Conclusion  

 IREC applauds the IPA‟s Plan incorporation of solar DG in procurement planning 

through its distributed SREC proposal. IREC agrees with parties that a series of 

workshops is necessary to explore and quantify the benefits of DG and to consider 

mechanisms for compensating those benefits through the distributed SREC transaction. 

IREC disagrees with parties‟ objections that a preference for DG is prohibited by Illinois 

law or is not a cost-effective procurement of renewable resources. IREC respectfully 

requests that the Commission approve the IPA‟s Plan on the condition that workshops are 

held to consider the benefits of DG and to develop the details of distributed SREC 

procurement for inclusion in the 2013 Plan. 

 

 

     Respectfully Submitted, 

 

     _____________________________ 

Jason B. Keyes 

Keyes & Fox, LLP 

For the Interstate Renewable Energy Council 

436 14
th

 Street, Suite 1305 

Oakland, CA 94612 

Telephone:  (206) 919-4960 

Email:   jkeyes@keyesandfox.com 

 

 

Dated October 18, 2011. 
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