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

to certain parties’ responses to 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 

and until October 18, 2011 to file responses to objections.  ComEd, Ameren, Comverge, 

Inc., Wind on the Wires, Exelon Generation Company (“ExGen”), the Illinois 

Competitive Energy Association (“ICEA”), Constellation Energy Commodities Group, 

Inc. (“Constellation”), the Solar Alliance, the Vote Solar Initiative (“Vote Solar”), the 

Environmental Law & Policy Center (“ELPC”), the Illinois Commerce Commission Staff 

(“Staff”), FutureGen Industrial Alliance, Inc., People of the State of Illinois (“State”), and 

the Retail Energy Supply Association (“RESA”) all filed responses to objections to the 

IPA’s 2012 Plan. 
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 IREC filed a response to certain objections, primarily focusing on its proposal that 

the Commission order the IPA to proceed with a limited, pilot program in 2012 for 

distributed solar renewable energy credit (“distributed SREC”) procurement. 

Additionally, IREC responded to parties’ objections that the distributed SREC proposal 

would negatively impact ratepayers and constitute an illegal carve out as premature, 

given the fact that details of the program are not yet known.  

 In this reply, IREC reiterates its support for workshops to develop a distributed 

SREC program, noting the widespread support among parties for doing so, and addresses 

the propriety of using long-term contracts for procuring SRECs, as several parties 

opposed that part of the IPA Plan in their objections and responses. IREC proposes that 

the Commission require a mix of contract length options for procurement of SRECs that 

is sufficient to protect ratepayers against future spikes in the SREC spot market and to 

encourage project developers to put “steel in the ground.” 

I. IREC is encouraged by the wide interest among parties in convening and 

participating in workshops to develop a solid procurement program for 

SRECs and to consider the value of distributed generation.  

 As IREC discussed in its response to objections, all parties addressing distributed 

SREC procurement favor convening workshops,
1
 as the IPA proposed, and many 

acknowledged the fact that distributed generation offers valuable grid benefits.
2
 IREC 

urges the Commission to take this opportunity to bring various parties to the table to 

develop a program that will encourage greater use of distributed solar generation in 

Illinois and will assess the benefits associated with distributed generation that will assist 

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

p. 8; ComEd Objections at p. 30; IPA Response at p. 11; State Response at p. 4.  
2 See, e.g., ICEA Objections at p. 9; ExGen Objections at p. 10; Solar Alliance Verified 

Objections at p. 6; State Response at pp. 4-5.  
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in future procurement and grid planning. IREC believes that the best way to accomplish 

this goal, and to take advantage of the broad spirit of cooperation on this issue, is to 

require the IPA to convene workshops between January and May of 2012 (as proposed),
3
 

and to require that the IPA produce actionable recommendations on distributed SREC 

program implementation as a result of these efforts. Additionally, IREC encourages the 

Commission to require that the IPA study the grid benefits of distributed generation and 

produce a report that can be used to support a distributed SREC procurement proposal as 

part of its 2013 Procurement Plan. 

II. Long-term contracts for procuring SRECs are necessary to encourage the 

market to develop new renewable resources and may protect ratepayers 

from future volatility in the SREC spot market. 

 Nationwide use and procurement of RECs to satisfy state mandated procurement 

requirements is a relatively new endeavor. Twenty-nine states currently have some form 

a procurement requirement or target for renewables, and most allow satisfaction of those 

goals, at least in part, by the use of RECs.
4
 Basic design of these states’ renewable 

portfolio standards do not differ in most respects from Illinois’ own RPS; they generally 

involve escalating targets that peak sometime in the next ten to fifteen years. Rules about 

the use of RECs for compliance vary from state to state, including consideration of 

differences in eligible technologies, state-specific carve outs, REC tracking methods, and 

the location of the associated generation. The interplay of these various state policies 

necessarily affect the supply and demand of RECs in the Illinois market in 2012 and 

                                                        
3 IPA Plan § 3.3.3. 
4 See Database of State Incentives for Renewables and Efficiency (“DSIRE”), RPS 
Summary Map available at:  
http://www.dsireusa.org/documents/summarymaps/RPS_map.pptx.  

http://www.dsireusa.org/documents/summarymaps/RPS_map.pptx
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coming years. Thus, the ability of Illinois utilities to procure low-cost RECs in the spot 

market will tighten as compliance targets ramp up among the states, creating greater 

competition among REC purchasers.  

 RECs are important from the standpoint of renewable energy developers because 

they represent a value stream that factors into the decision to invest in renewable 

generation. For states that have chosen to institute a RPS program, the renewable 

attributes of generation necessarily carry a value based on the obligation that 

jurisdictional electricity providers must satisfy. In this way, REC prices send signals to 

the market that should reflect the degree of demand for procurement. In an efficient 

market, this price signal will encourage the proper amount of renewables to be installed 

that will meet the state’s requirements. RECs are an elegant market solution to encourage 

new generation to be installed.  

 A program to procure RECs or SRECs that focuses on short-term purchases is at 

odds with the long-term purpose for which RECs were created. The long-run goal of state 

RPS programs is to add new renewable resources to the generation mix. A program that 

focuses on a short run availability of excess RECs may succeed in lowering costs in the 

current year, but it will leave participants scrambling to catch up when the spot market 

prices rise due to RPS-mandated increases in demand. Price spikes, in theory, might drive 

the market to equilibrium, that is spur more supply, but it does so inefficiently, creating 

unnecessary crisis pricing that could result in substantially higher costs for ratepayers or 

in public backlash against renewable policies. Despite this likelihood, several parties 
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claim that short-term SREC procurement, i.e., annual, is sufficient and should be the 

model moving forward.
5
  

 IREC believes that a short-term focus on SREC procurement creates market 

inefficiencies by creating boom and bust cycles. Rather than creating this cycle of fits and 

starts, IREC suggests that an efficient REC market should encourage sustained 

incremental additions of generation to reflect the statutory incremental demand. This will 

avoid overcompensating renewable generators in future years, based on the wild throws 

of the marketplace, and avoid undercompensating potential entrants to the market. 

Moreover, REC procurement that reflects the lifecycle of renewable generators is more 

likely to produce market stability and create more sustainable and consistent cycles of 

renewable project development.  

 This consideration is particularly relevant in the context of smaller, distributed 

solar systems. Smaller, distributed systems, compared to larger, utility-scale systems, do 

not benefit from economies of scale and may be undertaken by smaller companies or 

residential customers that do not have the same financial heft or sophistication as the 

developers of much larger projects. A stable SREC value stream represents a bankable 

asset that developers of small systems can leverage to secure small project financing. 

Instability in SREC value will harm smaller developers and limit residential systems that 

rely on a constant value stream to justify building a project.  These projects are likely to 

have difficulty competing for financing with larger project developers who are likely to 

have more sophisticated options at their disposal to absorb the risk of a volatile SREC 

market.  

                                                        
5 Ameren Response at p. 11; ExGen Response at pp. 3-4; ICEA Response at p. 4; RESA 
Response at pp. 3-4 (opposing use of long-term RECs). 
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 Several parties claimed in objections and responses that it would be inappropriate 

for the Commission to approve long-term procurement of RECs because no market 

currently exists. IREC suggests that this obstacle is easily overcome. It is not hard to 

imagine a well-functioning market for long-term procurement of RECs, particularly 

given the inevitable increase in procurement obligation mandated by law. As IREC 

proposes below, long-term SREC procurement, as part of a portfolio of other products, 

can have a beneficial and stabilizing effect on the renewable market and may insulate 

ratepayers from price spikes that could manifest as a result of a focus on short-term 

procurement of RECs. 

 Lastly, just as IREC stated that it is premature to decide that procurement of 

distributed SRECs will result in higher costs for ratepayers, it is also premature to 

determine that procurement of long-term SRECs will result in higher costs to ratepayers. 

Quite the opposite could prove to be the case. If utilities were to proceed procuring only 

annual SRECs, they would be exposed and vulnerable to price fluctuations in periods of 

undersupply. Hedging against this risk has inherent value to ratepayers and the ultimate 

impact on ratepayers of long-term SREC procurement should be taken in the long view. 

As IREC proposes, a mix of long-term and medium-term SREC procurement can 

mitigate the risks of critical shortages in the market that expose ratepayers to unnecessary 

costs. 

III. Based on the objections and responses of parties, IREC recommends a 

blended approach to SREC procurement that allows a sufficient number of 

long-term SRECs to encourage development of new generation resources. 

 IREC believes that procurement planning for SRECs should be based on a longer 

horizon and that a mix of SREC purchase options will benefit the market for distributed 
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solar and ratepayers. The success of an approach that utilizes long-term SREC 

procurement to avoid SREC volatility, however, is dependent on the load forecasts for 

ComEd and Ameren. In the case of a low load forecast, as is used the IPA proposal to 

establish SREC needs, there is a very real risk that procurement of SRECs will fall short 

of the annual obligation and the utility will have to procure a large number of SRECs on 

the spot market. Thus, it is important to base SREC procurement on the most likely 

estimate of expected load, so that a long-term SREC strategy to stabilize SREC prices is 

not undermined by a substantial underestimation of expected load. As set out below, 

IREC suggests a balanced approach that utilizes long-term SREC products, effectively, to 

stabilize SREC values to the benefit of the distributed solar market and ratepayers. 

A. The majority of SREC purchases should be for a mix of 20 years and 

10 years. 

 The value of SRECs can have a substantial impact on a customer’s decision to 

invest in a solar energy system. Customers who install solar facilities, particularly those 

who install net metering systems to offset on-site load, depend on a value stream 

throughout the life of that facility to justify the initial expenditure. Commonly referred to 

as the “buyback period,” customers are more likely to invest in solar resources if they 

realize benefits equal to the costs of a facility within a reasonable period of time. A 

predictable revenue stream from SRECs over a long period of time can significantly 

shorten the “buyback period” and give customers additional confidence to invest in solar 

resources. This principle is true for larger solar systems and for distributed solar systems, 

which are assumed to be behind-the-meter in the IPA Plan. Just as an efficient REC 

market will send price signals to encourage sufficient generation to meet demand, the 
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SREC market must send price signals that are sufficient to encourage development of 

solar resources to meet this legislative carve out.  

 Indeed, the experience of SREC markets in New Jersey provide a helpful 

illustration of how long-term SRECs can be beneficial to state solar procurement goals 

and a cautionary tale of the destabilizing effect of SREC volatility. The Board of Public 

Utilities in New Jersey recognized in a 2008 proceeding that the “dearth of long-term 

SREC contracting inhibits the ability of solar project developers to obtain necessary 

project finance, which in turn jeopardizes the achievement of solar RPS goals at an 

acceptable cost to ratepayers.”
6
 The New Jersey experience has been a success in leading 

to new capacity, but also a cautionary tale of volatility, seeing prices range from over 

$600/SREC to under $200/SREC on the spot market within the range of a few months.
7
 

Long-term procurement of SRECs can avoid these pitfalls and lead to more sustainable 

growth. Solar developers would prefer to avoid the fits and starts of the spot market 

SREC prices in New Jersey in order to leverage SREC value streams to obtain project 

financing. This could certainly hold true for larger and smaller projects. 

 Project economics for any generation project favors greater certainty of revenue 

streams over the life of the system. IREC believes that this is particularly true for 

developers of smaller systems that may not be as equipped to absorb the risk of SREC 

market volatility as developers of larger systems are able to accomplish through 

                                                        
6 See August 7, 2008 Order, Renewable Energy Portfolio Standard: Amendments to the 
Minimum Filing Requirements for Energy Efficiency, Renewable Energy, and for 
Conservation Programs; and for Electric Distribution Company Submittals of Filings in 
connection with Solar Financing, Docket No. EO06100744, before the New Jersey 
Board of Public Utilities. 
7 “State Schedules Solar Summit to Discuss Stabilizing Prices,” September 12, 2011, 
New Jersey Spotlight, article available at: 
http://www.njspotlight.com/stories/11/0911/1925/ . 

http://www.njspotlight.com/stories/11/0911/1925/
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economies of scale, e.g., by using a larger corporate structure to secure better financing 

terms. This means that a distributed SREC procurement program should have a long-term 

character if it hopes to encourage investment in distributed solar resources. 

IREC suggests that long-term, 20 year SRECs are a critically important option for 

distributed solar, as this will provide the most certainty for customers considering 

investing in solar. IREC acknowledges that shorter-term agreements may suit different 

types of project developers and believes that the ultimate plan should contain a mix of 

SREC purchase options.  

At a minimum, however, IREC suggests that SRECs be procured for no less than 

a purchase term of three years. A three-year term is long enough to provide generators 

and ratepayers some protection against SREC price swings in the spot market and also is 

consistent with the three-year horizon used in the Plan to project capacity needs.
8
  

B. Procurement of long-term SRECs should account for likelihood that 

load forecasts will prove too conservative and could create even 

greater reliance on spot markets. 

IREC proposes that a portfolio of contract length options for SRECs, of mostly 10 

year and 20 year contracts, could help stabilize SREC prices and allow for market 

growth. Maintaining a diverse portfolio of contract lengths may allow utilities to hedge 

against volatile spot market costs, as states like New Jersey have faced in implementing 

their SREC program.  

IREC suggests that gaining experience with long-term SREC procurement will 

better inform IPA designs for long-term REC procurement in its 2013 Plan, including 

harmonizing load forecasts to ensure that the proper amount of long-term SRECs are 

                                                        
8 See, e.g., IPA Plan at p. 35. 
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procured. IREC believes that load forecast assumptions should be consistent throughout 

the IPA plan, including the procurement of SRECs. Because actual load growth does not 

necessarily follow projections, gaining experience with designing a portfolio of contract 

lengths in meeting distributed SREC procurement targets might highlight the risks 

involved with relying on low load projections for SREC and REC procurement.  

IREC acknowledges that there is a fair degree of uncertainty facing load 

projections, including load migration concerns and the speed of economic recovery,
9
 but 

on the chance that actual load exceeds the low forecast, or meets the expected forecast, 

the utilities will be faced with procuring significantly more SRECs on an annual basis. 

SREC procurement planning should follow the average or expected forecast, not the low 

forecast. The average forecast is otherwise relied on throughout the IPA Plan to ensure 

adequate procurement. 

The difference between ComEdison’s low forecast and expected forecast is 

dramatic. If a pilot program were devised to procure 100% of all SRECs through 20 year 

and 10 year contracts, all unexpected load growth would result in under-procurement of 

those longer-term products and create greater reliance on short-term products. If 

ComEd’s actual load meets or exceeds the expected forecast, ComEd’s SREC 

procurement obligation would increase by nearly 50%.
10

 ComEd would have to procure 

that amount on the spot market, through 1 year SRECs, leaving ratepayers and customers 

exposed to volatility. IREC urges the Commission to encourage or require the IPA 

workshops to consider this element of program design and to utilize realistic forecasts for 

SREC procurement to ensure that a long-term strategy can deliver optimal benefits. 

                                                        
9 See, e.g., IPA Response at p. 4.  
10 See Attachment to IPA Draft Plan, Appendix B-2 at p. 44 (ComEd low forecast). 
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The IPA Plan expresses the concern that use of the average load forecasts could 

lead to over-procurement of SRECs, but that would not be likely to cause a problem.   If 

the IPA needs fewer SRECs than expected due to low loads, that means that other 

suppliers will have higher loads than expected, and need SRECs.  The IPA would have 

excess available for sale.  On the other hand, use of the low load forecast could lead to 

substantial under-procurement of SRECs in the event that the average or the high load 

forecasts are realized.  Without explanation, it seems that the IPA Plan and various 

parties consider nothing more than the average load forecast to be realized, though 

presumably the high and low forecasts are equally probable. 

C. There are few negative consequences of over-procuring long-term 

SRECs in 2012 and 2013 through a pilot program. 

Despite IPA’s withdrawal of the long-term REC procurement proposal from the 

2012 Plan,
11

 IREC encourages the Commission to keep long-term procurement on the 

table as part of the workshop discussion and for inclusion in the limited, distributed 

SREC pilot program proposed by IREC and other parties. Even if the IPA is not ready to 

proceed with full-scale implementation of long-term REC procurement, proceeding with 

a SREC program that includes long-term SREC procurement will give the IPA, utilities 

and the Commission experience with how the market for distributed solar will respond to 

these various SREC options.  

IREC suggests that proceeding with a pilot program in 2012 for distributed 

SRECs and including a fully-developed program in the 2013 Plan presents very low risk 

to consumers of over-procurement. Because the solar carve out continues to escalate, the 

                                                        
11 IPA Response at p. 4. 
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amount of long-term SRECs procured in 2013 would be miniscule compared the 

requirements in 2020, even under a low forecast scenario.  

IV. Constellation’s full requirements proposal should be rejected. 

 Full requirements contracts are wholly inappropriate for renewable, intermittent 

generators, which are dependent on variable inputs to produce intermittent, as-available 

output. Constellation proposed in its Objections that full requirements contracting would 

shift the risks to wholesale providers, who would be required to meet and bear the risk of 

unexpected load.
12

 This concept simply does not translate to intermittent generators who 

do not control the source fuel, i.e. the sun and the wind. Studies have shown that in the 

aggregate, solar generation provides predictability and reliability to the grid, despite the 

variability of any given individual project.
13

 Aggregate output from 1,000 solar arrays 

across ComEd’s and Ameren’s service territories would be very predictable a day in 

advance, though any one array will be subject to fluctuations caused by clouds.  

Accordingly, the proposal is inappropriate as a guiding principle for IPA’s procurement 

planning and should be rejected. 

V. Conclusion  

 IREC encourages the Commission to require the IPA to convene workshops to 

design a procurement program for distributed SRECs, to investigate and report on the 

value of DG to the grid, and to create a portfolio of SRECs that utilizes a sufficient 

                                                        
12 Constellation Objection at p. 2. 
13 Hoff T., R. Perez, JP Ross, and Mike Taylor, (2008): “Photovoltaic Capacity 
Valuation Methods,” Solar Electric power Association Report # 02-08. Available at 
http://www.asrc.cestm.albany.edu/perez/directory/LoadMatch.html.  (see 
comparison of one site vs. 20 sites on pp. 37-38.  The report also provides a detailed 
analysis of the capacity value of solar energy.)  

http://www.asrc.cestm.albany.edu/perez/directory/LoadMatch.html
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amount of long-term contracts to spur investment in renewable generation and mitigate 

against market volatility in the newly emerging SREC market. 

 

     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 28, 2011. 
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