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WIND ON THE WIRES’ REPLY 
 

NOW COMES Wind on the Wires, in its’ Reply to the Responses to the 

Objections to the 2012 Procurement Plan filed by Illinois Power Agency (“IPA” (IPA 

Response), ICC Staff (“Staff” (Staff Response)), Ameren Illinois Company (“Ameren” 

(Ameren Response)), Commonwealth Edison Company (“ComEd” (ComEd Response)), 

Exelon Generation (“ExGen” (Exelon Generation Response)), Illinois Competitive 

Energy Association (“ICEA” (ICEA Response)), Retail Electric Suppliers Association 

(“RESA” (RESA Response)) on October 18th 2011.  This reply is filed pursuant to the 

Notice of the Administrative Law Judge dated October 6, 2011. 

 

I. REPLY 

A. Illinois Power Agency 

1. Repetitive Procurements of One-Year RECs is Contrary to the Statute 

In its Response, the IPA did not withdraw its plan regarding the renewable 

energy resource procurement, but instead, it recommended that the Commission accept 

its revised position – removing the multi-year REC proposal and replacing it with 1 year 
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unbundled RECs and inviting a “specific proposal for inviting bids for longer-term 

contracts” before Fall of 2012. (IPA Response at 4-5)  In support of its recommendation 

the IPA states that customer migration could play a significant role in the variability and 

uncertainty of forecasted load and the low-cost of short-term REC prices makes it 

difficult to support entering into long-term contracts. (Id. at 4) 

The facts in this hearing do not support the IPA’s decision to support the 

procurement of one-year RECs instead of multi-year RECs.  The IPA states that it is 

persuaded by the Objections to revise its multi-year solicitation, however, none of the 

parties provided new facts.  At the time the IPA filed its Final 2012 Procurement Plan 

with the ICC the IPA knew that there was customer migration issues and that last year’s 

procurement of one year RECs had an average price of around $1.   

The 2012 Plan’s proposal to procure multi-years RECs accounts for the 

aforementioned factors and it benefits all Illinois ratepayers by procuring longer term 

products when the renewable energy resource market is long on renewable energy.  To 

manage customer migration the IPA had proposed that the portfolio volumes would rely 

on the utilities low scenario projections.  (2012 Plan at 53)    None of the facts, to the 

extent they present new information, challenge the viability of the multi-year REC 

procurement plan proposed by the IPA.  No party challenged the use of the low 

scenario projections or even argued that the utilities scenario estimates were invalid.   

Last year’s $1 REC prices indicate that the renewable energy resource market is 

over supplied.  The 2012 Plan’s proposal to procure multi-years RECs capitalize on that 

fact and buys longer-term REC products so that all Illinois ratepayers would benefit from 

the low-prices over time.  Last year’s one-year RECs were $1, so the benefit to 
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ratepayers could only be 100 cents, but they can get much higher in subsequent years.  

It is not prudent to continually procure one year RECs at a time when the utility can lock 

in low-price long-term RECs and provide price stability to the renewable energy 

resource costs.  

REC prices can be volatile.  Looking at a few markets that are more mature than 

Illinois’ market (Texas, Connecticut and Massachusetts) can show how volatile REC 

prices can be in response to supply and demand: 1

 

 

 

 

                                            

1 All three graphs are from a report by Richard Schmalensee, “Evaluating Policies to Increase the 
Generation of Electricity from Renewable Energy” MIT Center for Energy and Environmental Policy 
Research, at 17, 19 and 20 (May 2011) relying on market data from Spectron. 
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REC prices move in response to supply and demand.  There are twenty states 

and the District of Columbia in PJM and MISO whose energy portfolio standards will 

require increasing amounts of renewable generation between now and 2025. (See 

Appendix A)  All but one allow for procurement of renewable energy resources from 

outside of the state, so each state will be vying for renewable energy from the same 

pool of sellers.   

$1 REC prices do not provide a sufficient revenue stream to build new renewable 

energy resources.  Within the coming few years the demand from the state energy 



5 
 

portfolio standards will increase and so will the price of renewable energy.  In 2008, 

REC prices in Illinois ranged from $4 to approximately $352

An annual procurement of short, medium, and long term RECs, even for small 

volumes, would provide a certain level of price transparency, currently unavailable in the 

REC markets.  Market transparency ultimately leads to commodities selling at fair 

market value, which is good for eligible retail customers and the sellers. 

 and last year they were 

around $1.  Recent market prices would seem to indicate that this would be the time to 

buy longer term REC products than in the coming years -- when the demand for 

renewable energy will be increasing. (See Attachment A – PJM and MISO states energy 

portfolio requirements for next 20 year)  The risk of paying higher REC prices in future 

procurement is much greater than the potential benefit of $1 REC prices.  Thus, a 

diverse portfolio of renewable energy resource products should be purchased in the 

2012 procurement, as outlined in Wind on the Wires Objections. 

  

2. Replacement RECs 

In its Response, the IPA agrees to modify language on page 57 in the paragraph 

starting “If the contract volume effected by the default represents less than 5% of the 

annual RPS obligation.”  Following that paragraph, the IPA includes a paragraph that 

appears to be explanatory language about its proposal, however, this additional 

language makes further changes to the 2012 Plan that are not reflected in the 2012 

                                            

2 Public Notice of Winning Bidders and Average Prices ComEd April 23, 2008, Renewable Energy 
Credits RFP Procurement and Public Notice of Winning Bidders and Average Prices Ameren Illinois 
Utilities  April 14, 2008, Renewable Energy Credits RFP Procurement. 
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Plan nor included in replacement language proposed by the IPA.  That additional 

language is as follows:  

The replacement RECs will be purchased up to the aggregate cost 
of the RECs in default, satisfying the renewable resource 
budget.  Moreover, the Plan proposes that the Utilities first obtain 
replacement RECs from bidders that were successful in the Spring 
2012 procurement event, under the same price terms as the set 
by that procurement event, thereby satisfying that any 
replacement RECs be priced below the confidential benchmarks.  
The IPA believes with these clarifications, that the noted concerns 
have been addressed. (emphasis added) 
(IPA Response at 14) 

 

This additional explanation raises two issues. First, allowing the utility to meet its 

statutory requirement with less than the statutory requirement and dollars left in the 

RRB starts us down a slippery slope of allowing the utilities to meet their requirement 

amount with less than the number of renewable energy resources to fully meet the 

requirement.  Second, it is unclear whether the IPA intends to require successful 

bidders to provide replacement RECs for the same bid price they submitted for the 2012 

procurement.   

(a) Slippery Slope 

The IPA’s additional language, quoted above, revises the replacement REC 

methodology and would result in the number of replacement RECs not being equal to 

the number of defaulted RECs.  The language in the 2012 Plan statement on 

replacement RECs that are less than 5% of the annual RPS obligation is: 

The Utility will request price proposals from the other vendors 
supplying RECs in that compliance year for replacement RECs of 
the same vintage and specifications of those the defaulting vendor 
has failed to deliver. Terms in RECs contracts will allow for contract 
amendment to facilitate additional REC volume delivery under 
default circumstances. To accommodate replacement REC 
purchases, the IPA proposes to extend the allowable vintage 
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ranges for complying RECs within the terms of the supply contracts 
negotiated in the 2012 procurement cycle. In the event that 
replacement RECs are purchased by the Utility due to a default, the 
Utility will first use the collateral on hand from the defaulting 
supplier to satisfy costs associated with securing replacement 
RECs. 
(2012 Plan at 57) 

 

While we do not object to this process being used in this year, since the volume 

of RECs being discussed is relatively small, this proposal is not consistent with the 

statute.  In Docket Nos. 07-0528/07-0531 and the 07-0527 the issue of how to prioritize 

RECs was addressed. In both Orders, the Commission concluded that the priority of the 

statute is “(1) achieving the required level of renewable energy resources within the cost 

cap; (2) meeting the locational requirements; and (3) meeting the percent wind 

requirement.” (07-0527 Order at 50 and 51; 07-0528/07-0531 Order at 59 and 60)  

Therefore, the Commission’s order of priority for renewable would lead one to conclude 

that the procurement of replacement RECs should not be indirectly capped by the 

collateral associated with the defaulted RECs but should be capped by the RRB.   

Wind on the Wires does not object to the implementation of this proposal for the 

2012 procurement, given the small amount of RECs in question, but we reserve the 

ability to challenge this proposal in future procurements. This methodology starts us 

down a slippery slope of allowing the utilities to meet their requirement amount with less 

than the statutory requirement and dollars left in the RRB. 

(b) Providing Replacement RECs 

It is unclear whether the IPA intends to require successful bidders in the Spring 

of 2012 to provide replacement RECs or if the proposal is to just give those bidders the 

first option to provide replacement RECs at the bid price they submitted.  The 2012 Plan 
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states that “The Utility will request price proposals from the other vendors supplying 

RECs in that compliance year for replacement RECs of the same vintage and 

specifications of those the defaulting vendor has failed to deliver.” (2012 Plan at 57) 

Wind on the Wires recommends that the interpretation be consistent with the language 

in the 2012 plan – that it give the winning bidders the first option to provide replacement 

RECs.  If the IPA now intends to require the bidder to provide the REC at the bid price, 

that would require a bidder to hold-open a price and quantity of RECs for an unknown 

period of time.  That increases risk to the seller and would increase the bid prices for 

renewable energy resources. 

In addition, if the ICC approves a multi-year REC procurement, instead of a one-

year REC procurement, the IPAs additional language would require a bidder to provide 

a replacement REC in 2015 at the price they submitted in 2012.  Such a requirement is 

overly burdensome and can be avoided by adopting Wind on the Wires position in 

I(A)(2)(a), supra.   

 

3. Filing of Utility Load Forecasts to Identify Significant Shifts in Load  

In its Objections, Staff recommends that the utilities be allowed to provide revised 

load forecasts in March of 2012.  (Staff Objections at 33-34)  In Response to Staff’s 

Objections, the IPA agreed to Staff’s recommendation and provided replacement 

language (IPA Response at 24-25)   

If the revised load forecasts to be submitted by the utilities in Spring 2012 

changes the procurement volumes the Commission should issue an order consistent 

with its 08-0519 Order (at 59-60) and in compliance with Section 16-111.5(4) which 

states: 



9 
 

The Commission shall approve the procurement plan, including 
expressly the forecast used in the procurement plan, if the 
Commission determines that it will ensure adequate, reliable, 
affordable, efficient, and environmentally sustainable electric 
service at the lowest total cost over time, taking into account any 
benefits of price stability. 

  

  

B. Multiple Parties 

1. A Simple Net Present Value Analysis Doesn’t Fairly Compare Resources 
Whose Market Risk Changes with Duration 

ComEd, ICEA and ExGen assert that Wind on the Wire’s net present value 

analysis uses unsupported REC values. (ComEd Response at 25-26; Exelon 

Generation Response at 4; and ICEA Response at 6). 

The REC values used in Wind on the Wires’ analysis are not intended to be 

forecasted REC prices.  They are example values of different dollar amounts and 

durations intended to demonstrate that a simple net present value comparison cannot 

effectively evaluate products that are subject to different market risk.  Moreover, it 

shows that lower priced RECs are always going to have the price advantage in a simple 

net present value analysis in which the discount rate does not adjust to capture the 

change in market risk for a product of a different duration.  The 2012 Plan states the 

following regarding net present value –  

“Bids would be evaluated and ranked according to Net Present 
Value (NPV) with the IPA, the Procurement Administrators, ICC 
staff and the Procurement Monitor deriving an appropriate discount 
rate.”  (2012 Plan at 53) 

 

That statement does not clearly explain how the NPV would be used to evaluate 

REC prices.  The NPV has four variables.  The discount factor is to account for risk, but 
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if it doesn’t change with market risk then it does not accurately compare products of 

different duration.  Market risk for RECs changes over time -- the table presented on 

page 6 of Wind on the Wires Objections explains that fact:  

Market Risk 

 
Years Years Risk 

Main Price 
Driver 

Secondary Price 
Driver 

Spot 
0-1 year  2012 Low 

Current Market 
Supply/Demand N/A 

Short 
1-3 year 2012-2014 Mid 

Current Market 
Supply/Demand 

Future Supply and 
Demand Forecasts 

Mid 
3-5year 2015-2017 High 

Future Supply and 
Demand Forecasts 

Banked Supply 
Assumptions 

Long 
> 5year 2018-on High 

Future Supply and 
Demand Forecasts N/A 

 

Therefore, the accuracy of the values used in the analysis is not as important as 

the example they demonstrate regarding the potential flaw in the NPV analysis the IPA 

may have used.   

 

2. Balancing Cost and Price Stability 

ComEd (Response at 27), Exelon Generation (Response at 4), ICEA (Response 

at 7) and RESA (Response at 4) assert that multi-year products do not yield the lowest 

total cost over time.  ComEd also asserts that the 5/10/20 year REC portfolio proposed 

by Wind on the Wires does not provide the lowest total cost over time. (ComEd 

Response at 28) 
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Wind on the Wires’ proposal to use a portfolio of renewable energy resources of 

varying duration is based on the laddering principle the IPA justifies on page 22 of the 

2012 Plan.  Regarding the laddering principle the IPA explains:   

The IPA maintains that a medium-term laddered approach to 
procurement for energy and capacity resources provides a high 
level of cost stability for consumers while still leaving room for some 
larger market trends – namely consumer migration from the IPA 
portfolio and the regulatory climate for fossil fuel power generators - 
to be better identified and assessed. 
(2012 Plan at 22) 

 

The 2012 Plan goes on to state that “this Plan utilizes methods similar to those 

used by investors to manage market portfolio risks” when there is “a variable population 

with uncertain loads in an unpredictable market” and “the three-year laddered 

procurement strategy has a high probability of yielding low risk and stable prices.” (Id.) 

Procuring a renewable energy resource portfolio of multiple products with varying 

duration is inconsistent with the principle used for procuring energy supply and is likely 

to yield low risk and stable prices.  In addition, it is inconsistent for the laddering 

methodology to be used for energy supply but not renewable energy resources.  The 

Commission can avoid this inconsistency by approving a plan that procures multi-year 

renewable energy resource products.  Moreover, no intervenor has challenged the 

laddering-in principle as not striking the appropriate balance between lowest total cost 

over time and price stability.  Therefore, the Commission can avoid this inconsistency 

by approving a plan that procures multi-year renewable energy resource products.. 
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C. ComEd 

1. In Deciding between Two Equally Priced Bids a Preference Should be 
Given to the One That Provides the Greater Benefit 

In Wind on the Wires’ Objection (at 14-15), we made the following 

recommendation –  

In the event that two bids for a product have an identical price, the 
selection of the in-state resource would acknowledge the economic 
benefit that project would provide Illinois above an out of state 
project, given all factors being equal -- including price. 

 

ComEd (Response at 28) argues that Wind on the Wires’ proposal to select an in-state 

project over an out-of-state project when they have the same bid price is illegal. 

Wind on the Wires’ proposal is to apply when two or more bids have an equal 

price, and they are among the final projects needed to meet the RPS obligation quantity 

for a utility, but not all of the bid quantities are needed to meet the RPS obligation.  For 

example, there are four projects providing 100 MWhs each and each has the same bid 

price.  This group of four bids is the next highest bid price that would be used to meet 

the requirement.  The utility, however, only needs 200 MWhs to meet its requirement. 

Thus, not all of the bids would need to be accepted.  A method needs to be employed 

that chooses among these four bids.  This is a limited if not rare instance, however, if it 

were to occur, the statute is silent on how to choose among these bidders.   

When this type of deadlock occurs among equally priced bids, Wind on the 

Wires’ recommends that the ICC select the bids from in-state projects ahead of the out-

of-state projects.  Such a decision would in effect be investing Illinois ratepayer money 

in Illinois, rather than outside of Illinois.  From an Illinois perspective, investment in 

Illinois’ jobs and business development is a better choice than investment in another 
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states economy, especially in this instance where there is no difference in bid prices, 

and therefore, no difference in the rate impact to eligible retail customers.  In effect, this 

is an evaluation of two projects and selecting the one that provides the greatest benefit 

to Illinois eligible retail customers. 

 

2. Planning Delivery Volumes for Calculation of the RRB Should be 
Included in the Load Forecasts 

In our Objection, Wind on the Wires noted that the Planning Delivery Volumes for 

ComEd and Ameren did not match the utilities load forecast.  ComEd (Response at 29) 

and Ameren (Response at 9) responded to Wind on the Wires stating that the Planning 

Year Delivery Volumes in the 2012 Plan are correct, despite not being consistent with 

the utilities load forecasts.  Both companies explain that the Planning Year Delivery 

Volume is lower than the utilities’ load forecast because the Delivery Volume is amount 

of energy read at the meter and not the procured energy.  The difference between the 

metered energy and the procured energy is due to line loss. (Id.)  In addition to line loss, 

Ameren explains that it has an additional load reduction due to one of its customer 

classes being deemed competitive during 2012. (Id. at 10)  Therefore, both utilities 

assert that the Planning Year Delivery Volumes used in the 2012 Plan are correct. 

The five year forecasts provided by ComEd to the IPA are adjusted for line loss 

as well as demand side management.  Wind on the Wires could find no mention of line 

loss in the Ameren forecasts.  Based on the Responses of Ameren and ComEd, the line 

loss adjustment must be the addition of line loss to the retail sales or metered data.  

Wind on the Wires recommends that the Planning Year Delivery Volumes be provided 

by the utilities in their load forecast’s used for procurement, as well as the factors (such 
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as line loss, DSM and others) that account for forecasted load volumes.  Providing this 

information will allow parties and intervenors to check that the correct energy amounts 

are used in the calculation of the renewable energy resource budget. 

 

3. ComEd’s REC Analyses Are Only Useful if the IPA has Perfect 
Knowledge of Future Market Prices  

ComEd makes a number of arguments attempting to show that one year RECs 

purchased at $1 is a good deal. (ComEd Reponse at 25-27)  Wind on the Wires will 

address each argument individually, but the overall policy point is that the IPA and ICC 

need to look at the current market conditions and future market indicators to determine 

what portfolio of products is going to give ratepayers “environmentally sustainable 

electric service at the lowest total cost over time, taking into account any benefits of 

price stability.”  The general answer is that a portfolio of renewable products will 

diversify the risk and has a high probability of yielding low cost, low risk and stable 

prices over time.  In implementing the laddering principle, the IPA should procure longer 

term products when prices are relatively low – like they are now -- and purchase shorter 

term products when they are either volatile or relatively high – like they were in 2008.   

The first argument from ComEd is that “it is unclear why anyone would agree to 

pay $20 a REC for 20 years when they can buy RECs annually for $1.” (ComEd 

Response at 25)  This response is off point from the example in which REC prices were 

provided.  The example was in reference to the use of net present value, not a 

comparison of $1 RECs to 20 year $20 RECs.   

Turning to ComEd’s analysis -- it fails because it is a static comparison; it does 

not account for future renewable energy resource prices.  RECs are not going to stay at 
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$1 for twenty years, or at least ComEd provided no support for that happening.  

Moreover, this argument does not respond to the issue raised by Wind on the Wires – 

that a simple NPV comparison cannot adequately compare products in which risk 

changes over time.  As stated previously in this Reply, the energy portfolio standards in 

20 MISO/PJM states will be increasing between now and 2025 and the price of 

renewable energy resources will change with the change in supply and demand of 

renewable energy resources over that timeframe.  As demand increases, prices will 

increase if supply does not keep pace.  Taking steps to procure renewable energy 

resources that do not foster development of new resources will lead to a shortage of 

supply. 

ComEd’s second argument is that RECs would need to increase $2 per year for 

20 years to equal the same amount of money paid for 20 years of $20 RECs. (ComEd 

Response at 25-26)  Again, this response is out of context and is not responsive to 

Wind on the Wires’ original argument -- that a simple NPV comparison cannot 

adequately compare products in which risk changes over time.  In responding to 

ComEd’s analysis, the utilities cannot predict what price they will receive for each 

renewable energy resource they need to procure out to 2026, therefore, the risk of 

varying prices needs to be managed.  That risk is best managed through a portfolio of 

products that diversify risks and provides price stability.  

ComEd’s third argument is that short term RECs saved customers ≈ $19/MWh 

over bundled products of $55/MWh. (ComEd Response at 26-27)  This also is not 

responsive to the point made by Wind on the Wires -- that the renewable energy 

resource product that provides a net positive benefit is supposed to be chosen through 
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a net present value comparison.  Wind on the Wires’ example, however, shows that 

eligible retail customers receive a net positive benefit from purchasing energy plus 

RECs but they receive no benefit from the procurement of unbundled RECs.  Thus, the 

IPA should be focused on purchasing bundled products not RECs by themselves.   

Moreover, comparing a $1 REC to a bundled product is the wrong comparison, 

because it is focused on the comparison of two products.  Such a comparison doesn’t 

adequately account for the fact that renewable energy resource prices will change over 

time.  Currently, they are low and they are more likely to go higher than they are to go 

lower than $1.  Therefore, the IPA should take advantage of the low prices to purchase 

longer-term products.  As an example, over time mortgage rates will change and when 

rates drop low enough below the homeowner’s current mortgage rate the homeowner 

will refinance to take advantage of the lower rate.  Similarly, when renewable energy 

resource prices are low in comparison to where they have been and are likely to stay 

low then the IPA should buy longer-term products to lock in the benefit.  The goal is to 

have a portfolio of prices that provide a low stable rate.   

Investing in one product year after year will not bring price stability.  Think of it 

this way -- will the utilities and ARES be arguing it is prudent to purchase long term 

RECs when prices of one-year RECs increase to $10 or $15?  Probably not, because 

longer term products will likely be more expensive than the $10 or $15.  Their analysis 

doesn’t provide price stability and it will not guarantee low costs over time.  Using their 

procurement pattern or model, the IPA would only buy one year RECs and both eligible 

retail customers and the ACP will ride the rollercoaster of rates driven by supply and 
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demand.  Instead, the prudent course is to diversify the portfolio over a number of 

products.  

Thus, ComEd’s arguments show that while you can make product-to-product 

comparisons, those comparisons are only useful if the IPA is fully knowledgeable of all 

outcomes – if it knows what price it will receive for all renewable energy resource 

products it would procure out to 2026.  The unforeseeable changes in those prices 

presents a risk that can only be managed, or better yet -- tempered -- by laddering-in 

purchases of products of different duration.  The IPA uses the laddering approach in the 

procurement of energy supply, and it should also be used for the procurement of 

renewable energy resources.  Procuring one-year RECs year-after-year only subjects 

eligible retail customers to fluctuations in market prices and is contrary to the statutory 

standard.  The standard directs the portfolio managers to balance cost and price 

stability -- to seek “environmentally sustainable electric service at the lowest total cost 

over time, taking into account any benefits of price stability.”  The laddering approach 

provides that balance.3

 

  

D. Staff 

1. Benchmarks Should Be Set For Each Renewable Energy Resource 
Product 

Staff argues that our benchmark proposal should be dismissed as a matter of 

law.  Staff states that “the statute places the benchmarks used for IPA procurements 
                                            

3 See 2012 Plan stating  
“The IPA maintains that a medium-term laddered approach to procurement for 
energy and capacity resources provides a high level of cost stability for 
consumers while still leaving room for some larger market trends – namely 
consumer migration from the IPA and the regulatory climate for fossil fuel power 
generators. . .” 
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outside public hearings and limits the authorized parties be involved in the construction 

of those benchmarks.”  (Staff Response at 9) 

In its Objection, Wind on the Wires had proposed that the IPA procure 1/5/10/20 

year RECs and that a benchmark should be set for each of the products. (WOW 

Objection at 14)  The statute states the following about setting a benchmark as part of 

the ‘cost-effective” test –  

For purposes of this subsection (c), "cost-effective" means that the 
costs of procuring renewable energy resources do not cause the 
limit stated in paragraph (2) of this subsection (c) to be exceeded 
and do not exceed benchmarks based on market prices for 
renewable energy resources in the region, which shall be 
developed by the procurement administrator, in consultation with 
the Commission staff, Agency staff, and the procurement monitor 
and shall be subject to Commission review and approval. 
20 ILCS 3855/1-75(c)(1) 

 

Wind on the Wires is not advocating a methodology for the authorized parties to 

use in determining the value or price of the benchmark, only that a benchmark be set for 

each product.   

 

E. Exelon Generation 

1. The Existence of the Renewable Energy Resources Fund Doesn’t Mean 
Utilities Should Not Procure Longer Term Renewable Energy Products 

It is unclear which party Exelon Generation responds to with the argument “. . . 

that the Renewable Energy Resources Fund already provides a statutory mechanism to 

enable procurement of long-term renewable resources contracts, obviating the need for 

the procurement of more long-term RECs by the IPA in the Plan.” (Exelon Generation 

Response at 3-4)  However, we note that Wind on the Wires does support a multi-year 

REC procurement and will thus reply to Exelon Generation.   
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Wind on the Wires looks forward to the use of the Renewable Energy Resources 

Fund (“RERF”) for the procurement of renewable energy, however, the existence of the 

RERF does not “obviate” the need for utilities to use either multi-year or long-term 

renewable contracts.  The renewable energy resource requirements for the ARES are 

set forth in 220 ILCS 5/16-115D.  The existence of the RERF has no bearing or 

implication on what should be procured for utilities because it is structured to foster 

competition in Illinois.  The ICC does not have regulatory authority over the ACP rate, it 

only calculates and posts the rate.  Exelon Generation’s argument is akin to having the 

ICC consider the rates ARES provide their customers in setting ComEd’s and Ameren’s 

rates.   

An explanation of the RERF and ACP will help place their roles in context.  The 

RERF funding is facilitated via the alternative compliance payment (“ACP”).  The ACP 

rate is directly related to the utilities’ rate for renewable energy resources. (§16-

115D(d)(1) and (d)(3))  The ARES can use the ACP to comply with at least 50% of its 

renewable energy resource obligation. ((§16-115D(b))  Therefore, at least 50% of the 

ARES renewable energy resource requirement is cost comparable to what the utilities 

paid for its renewable energy resources.  As explained in Wind on the Wires’ Response, 

the ACP provides a mechanism through which a reasonably savvy ARES is able to 

structure a renewable portfolio that has an average price better than that of the utilities. 

(WOW Response at 3-4)  While the ACP/RERF mechanism doesn’t guarantee a better 

renewable energy resource rate for ARES than what the utilities have, it does give the 

ARES a competitive advantage in establishing a rate that is better than what the utilities’ 

eligible retail customers will have to pay.   
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Furthermore, the ability of the current RERF to procure long term contracts is 

severely limited, because the current ACP rate is primarily based on the procurement of 

1 year RECs.  Therefore, the RERF will only have enough money to procure similar 

products. 

 

II. CONCLUSION 

 WHEREFORE, Wind on the Wires maintains its position that the IPA should 

procure multi-year RECs as stated in Wind on the Wires’ Objections – procuring RECs 

for specific durations and with specific quantities up to the amount of the hard budget 

limit.  No facts were presented in the hearing that were not already known at the time 

the 2012 Plan was filed with the ICC.  The multi-year REC procurement as modified by 

Wind on the Wires is the best way for the IPA to procure renewable energy resources in 

a manner that provides “environmentally sustainable electric service at the lowest total 

cost over time, taking into account any benefits of price stability.” 

 

Respectfully submitted, 
 
_____/s__________________ 
Sean R. Brady 
Regional Policy Manager  
 
Wind on the Wires 
70 West Madison Street  
Suite 1400 
Chicago, IL 60612 
 
312.867.0609 
sbrady@windonthewires.org 

 

DATED:  October 28, 2011  

mailto:sbrady@windonthewires.org�
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Appendix A:  Renewable Energy Requirements or Goals for MISO and PJM states 

 

 

Source: Database of State Incentives for Renewable & Efficiency;  http://www.dsireusa.org/ 

 



Appendix A 
 

22 
 

 

 

 

Source: Database of State Incentives for Renewable & Efficiency;  http://www.dsireusa.org/ 
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