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I. Witness Qualifications 1 

Q. State your name and business address. 2 

A.  My name is Richard J. Zuraski.  My business address is:  Illinois 3 

Commerce Commission, 527 East Capitol Avenue, Springfield, Illinois 62701. 4 

Q. By whom are you employed and in what capacity? 5 

A.  I am employed by the Illinois Commerce Commission (“Commission”) as 6 

an Economist in the Policy Division of the Public Utilities Bureau. 7 

Q. What are your responsibilities within the Policy Division? 8 

A.  I provide testimony in Commission proceedings on behalf of the Staff of 9 

the Commission (“Staff”).  I provide economic analyses and advise the 10 

Commission on issues and legislation involving the natural gas and electric utility 11 

industries.  I review tariff filings and make recommendations to the Commission 12 

concerning those filings.  I review compliance filings and various reports from 13 

utilities and alternative electric suppliers.  I manage contracts with consultants 14 

hired by the Commission.  I sometimes act as an assistant to Commissioners or 15 

to Administrative Law Judges.  16 

Q. State your educational background. 17 

A.  I graduated from the University of Maryland with a Bachelor of Arts degree 18 

in Economics.  I obtained a Masters of Arts degree in Economics from 19 

Washington University in St. Louis.  I completed other work toward a doctorate in 20 

economics from Washington University, but did not complete all requirements for 21 

that degree. 22 
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Q. Describe your professional experience. 23 

A.  Since 1990, I have been an Economist focusing on energy and regulatory 24 

issues for the Commission.  I have held this position within the Commission’s 25 

Policy Division (since 2012), Energy Division (from 1997-2012), and Office of 26 

Policy and Planning (from 1987 to 1997).  While employed by the Commission, I 27 

have testified in numerous docketed proceedings before the Commission.  I have 28 

been involved in each procurement plan docket and implementation, since the 29 

IPA Act became effective in 2007.  Prior to coming to the Commission in 30 

November 1987, I was a graduate student at Washington University, where I also 31 

taught various undergraduate courses in economics. 32 

II. Purpose and Summary of Testimony 33 

Q. What is the nature of this proceeding? 34 

A.  The Renewables Suppliers present the testimony of five witnesses:  Craig 35 

A. Gordon; John DiDonato; Eric Thumma; William A. Whitlock; and John J. Reed.  36 

The purpose of my testimony is to respond to these five witnesses and comment 37 

on their proposals.  Their testimony and proposals concern certain long-term 38 

purchase power agreements (“LTPPAs”) that were entered into by the 39 

Renewables Suppliers and the utilities (ComEd and Ameren Illinois) following the 40 

IPA’s December 2010 procurement event.  These LTPPAs concern the delivery 41 

of renewable energy credits (“RECs”) and the settlement of a fixed-for-floating 42 

energy swap over a 20 year period which began June 2012.  While I am not an 43 

attorney, it is my understanding that the LTPPAs contain provisions that 44 

authorize ComEd and Ameren to reduce their purchases from the Renewables 45 
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Suppliers if and when directed to do so by the Commission.  In order to prevent 46 

the retail rates of eligible retail customers from increasing beyond a statutory 47 

price cap due to the incremental costs of renewable energy resource, the 48 

Commission has authorized the utilities to invoke the curtailment clauses.  They 49 

may also be invoked in the future, particularly if eligible retail customer energy 50 

sales do not rebound from current levels.  51 

Q. Please summarize your testimony. 52 

A.  The Renewables Suppliers present two mutually exclusive proposals to 53 

insulate themselves from any revenue losses they would incur due to invocation 54 

of the curtailment clauses of the LTPPAs:  a “primary” proposal and a 55 

“secondary” proposal.  These proposals differ from the two-step procedure 56 

outlined in the approved IPA plan that includes:  (1) curtailing quantities of both 57 

the energy swap portion and the REC portion of the LTPPAs; and (2) 58 

repurchasing unbundled RECs with funds already recovered from the utilities’ 59 

hourly price customer through application of Alternative Compliance Payment 60 

(“ACP”) rates.  To the extent the Renewables Suppliers’ proposals differ from the 61 

approved procedure, they require the utilities to incur additional costs equal to 62 

the revenue losses otherwise anticipated by the suppliers.  As the Commission 63 

already found: 64 

In this instance, the Commission concludes such a change is not in 65 
the public interest and will not be adopted. 66 

(13-0546, Order at 180, in reference to the Renewables Suppliers’ 67 
primary proposal.)   68 

It appears to the Commission that the only basis for the RS' 69 
alternative proposal is to produce current economic benefits to the 70 
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LTPPA suppliers at costs paid by ComEd's and AIC's eligible retail 71 
customers.  While the Commission fully understands the RS 72 
incentives, it is not clear how or why shifting costs from the 73 
suppliers to the utilities' customers is fair or in the public interest. 74 

(Id. at 181, in reference to the Renewables Suppliers’ secondary 75 
proposal.) 76 

  There is also a possibility that the change in supplier revenues under the 77 

approved procedure is positive rather than negative.  This means that there is 78 

also a possibility that the change in utility expenditures under the approved 79 

procedure is negative rather than positive.  However, it is my expectation that for 80 

the 2014 through 2015 contract period, the Renewables Suppliers’ proposals, if 81 

approved, would result in the utilities incurring additional costs.  While I am not 82 

an attorney, it is my understanding that the existing tariffs would enable ComEd 83 

and Ameren to recover such additional costs from eligible retail customers.  84 

Therefore, I recommend rejecting the Renewables Suppliers’ proposals in their 85 

current form.   86 

  Nevertheless, if the Commission approves the Renewables Suppliers’ 87 

primary proposal, then I recommend that any additional above-market priced 88 

expenditures for unbundled energy be paid for with ACP funds already collected 89 

from hourly-priced customers (rather than by increasing the rates of eligible retail 90 

customers).  Similarly, if the Commission approves the Renewables Suppliers’ 91 

secondary (alternative) proposal, then I recommend that any REC costs incurred 92 

by the utilities in excess of the budgeted amount be paid for with ACP funds 93 

already collected from hourly-priced customers.  In either case, I recommend that 94 

the additional expenditures be limited by the amount of such ACP funds that 95 

have already been collected and are available.  This will ensure that the new 96 
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contracts with the Renewables Suppliers will not cause the statutorily-defined 97 

renewable energy price cap to be exceeded. 98 

III. Response to Renewables Suppliers Witnesses 99 

Q. Mr. Gordon testifies that in 2010 when the RFP event for the LTPPAs was 100 

held by the IPA, he did not anticipate a “serious risk” that the LTPPAs 101 

could need to be curtailed due to the RPS price caps being exceeded.  102 

(Renewables Suppliers Ex. 1.0 at 10, lines 227-242.)  Is Mr. Gordon’s risk 103 

miscalculation a valid reason to insulate his company or any of the 104 

suppliers from that risk? 105 

A.  No.  First, Renewables Suppliers seeking to do business with Illinois 106 

utilities knew or should have known that the RPS price caps would be exceeded 107 

if significant retail load migrated away from the utilities.  They knew or should 108 

have known that Illinois was a State committed to fostering retail competition.  In 109 

its annual report, dated June 2010, the ICC’s Office of Retail Market 110 

Development was reporting about implementing new legislation “designed to 111 

remove certain barriers to competition for residential and small commercial 112 

customers in Illinois,” such as P.A. 95-0700, which required ComEd and Ameren 113 

to begin offering utility consolidated billing (“UCB”), the purchase of receivables 114 

(“POR”) and the purchase of two billing cycles of uncollectible receivables 115 

(“POU”).  They knew or should have known that the State had recently enacted a 116 

municipal aggregation law (P.A. 96-0176, effective 1/1/2010) that made it easy 117 

for ARES to compete for and obtain large quantities of residential customers.  118 

They knew or should have known that the utilities were saddled with long-term 119 
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fixed-quantity energy contracts with fixed prices well-above the current market, 120 

thus providing a golden window of opportunity for ARES to offer significant 121 

savings to retail customers.  Finally, they were told in no uncertain terms that the 122 

winning bidders for the LTPPAs risked being curtailed due to the RPS price caps 123 

being exceeded. 124 

  Second, even if the shift of retail load away from the utilities and the 125 

resulting drop in the utilities’ RPS budgets were entirely unforeseeable by 126 

Renewables Suppliers, unforeseeable risk is one of the things suppliers 127 

voluntarily accept when they participate in the IPA’s competitive procurement 128 

events.  In the face of uncertainty, it is up to bidders to adjust their bids by a 129 

suitable risk premium.  130 

  Third, even if the Renewables Suppliers underestimated the risks involved 131 

with the LTPPA (perhaps due to underestimating the dynamic nature of the 132 

Illinois retail market) or were just willing to throw caution to the wind, those are 133 

not valid reasons to punish ratepayers by requiring them to spend more than the 134 

caps allow on renewable energy.   135 

Q. Mr. Gordon presents tables that show:  (1) an example of the calculation of 136 

implied REC value for a hypothetical supplier; (2) an example of the 137 

supplier’s $8.37 per MWH of “lost revenues” under the procedure approved 138 

by the Commission for curtailing LTPPA and repurchasing unbundled 139 

RECs; and (3) an example of how the Renewables Suppliers’ primary 140 

proposal would completely eliminate those lost revenues.  (Id. at 14, Tables 141 

1, 2, and 3.)  Is there anything you would change in these examples?  142 
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A.  Yes.  The supplier’s $8.37 per MWH loss, shown in Table 2, depends on 143 

two things:  (1) the procurement administrator’s 2010 forward energy price curve 144 

value for the June 2013 through May 2014 contract period, $39.15, times a 145 

“Resource Value” factor, 0.98, which is $38.37; and (2) a “Generation-weighted 146 

Average Day-Ahead Hourly LMP” of $30.00.  Here, LMP refers to location 147 

marginal price.  However, the “Generation-weighted Average Day-Ahead Hourly 148 

LMP” must be a projection, since the June 2013 through May 2014 contract 149 

period had not yet ended, as of the January 21, 2014 date of Mr. Gordon’s 150 

testimony.  For LTPPA sales to ComEd, the relevant LMPs are those for the 151 

ComEd Zone of PJM.  For LTPPA sales to Ameren, the relevant LMPs are those 152 

for the Ameren Illinois zone of MISO. 153 

  While the average ComEd Zone Day-Ahead LMP between June 1, 2013 154 

and January 21, 2014 was $33.93, between January 21, 2014 and March 10, 155 

2014, it was $74.38.  For the combined period, i.e., June 1, 2013 through March 156 

10, 2014, the average was $40.79.  Taking 98% of that to account for the 157 

procurement administrator’s expectations of wind generation-weighted LMPs 158 

relative to simple average LMPs, the most up-to-date average of the Generation-159 

weighted Average Day-Ahead Hourly LMP during the June 2013 through May 160 

2014 contract period is $39.98 per MWH.  With this value instead of $30.00, 161 

Table 2 (“Example of Lost Revenues – Current Methodology”) would show not a 162 

revenue loss of $8.37 ($38.37 minus $30.00), but a revenue gain of $1.61 163 

(|$38.37 minus $39.98|).  164 
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  While the average Ameren Illinois zone Day-Ahead LMP between June 1, 165 

2013 and January 21, 2014 was $30.79, between January 21, 2014 and March 166 

10, 2014, it was $59.24.  For the combined period, i.e., June 1, 2013 through 167 

March 10, 2014, the average was $35.61.  Taking 98% of that to account for the 168 

procurement administrator’s expectations for of wind generation-weighted LMPs 169 

relative to simple average LMPs, the most up-to-date average of the Generation-170 

weighted Average Day-Ahead Hourly LMP during the June 2013 through May 171 

2014 contract period is $34.90 per MWH.  With this value instead of $30.00, 172 

Table 2 (“Example of Lost Revenues – Current Methodology”) would show not a 173 

revenue loss of $8.37 ($38.37 minus $30.00), but a revenue loss of only $3.47 174 

($38.37 minus $34.90).  175 

  Notwithstanding the above-described possibility that, for the June 2013 176 

through May 2014 contract period (and beyond) average day-ahead LMPs may 177 

exceed the procurement administrator’s 2010 forward energy price curve values, 178 

I expect that this will not be the case in the upcoming June 2014 through May 179 

2015 period.  For instance, there is currently a significant gap between the 180 

procurement administrator’s forward energy price curve value of $39.63 and 181 

recent futures prices for the Northern Illinois Hub1 of approximately $34.50.  On 182 

the other hand, those futures prices have been rising over the last several weeks, 183 

as shown in the first chart, below; and there certainly have been periods when 184 

12-month averages of both day-ahead LMPs and futures prices have risen above 185 

$39.63, as shown in the chart that follows. 186 

1 In the PJM day-ahead energy market, Northern Illinois Hub LMPs generally fall somewhere between 98.5% 
and 100% of ComEd Zone LMPs. 
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  On the preceding page, the first graph shows time-weighted average of 189 

NIHUB futures contracts for the 12-month delivery period, June 2014 through 190 

May 2015.  On each trade date, there are 24 contracts (or sub-periods) that are 191 

included in the average: 12 on-peak and 12 off-peak contracts.  The weights for 192 

each of the twenty-four contracts (sub-periods) are the number of hours in the 193 

sub-period.  The second graph shows historical data on LMPs (the blue line) and 194 

futures contract prices (the dashed red line), both for the NIHUB.  More precisely, 195 

the blue line shows a time-weighted 12-month forward-looking moving average of 196 

LMPs (it includes LMPs from the month listed on the bottom of the chart, as well 197 

as the 11 months ahead).  At any point in time shown on the bottom of the chart, 198 

the dashed red line is the time-weighted average of futures prices for the 199 

upcoming 12 months.  200 

Q. Mr. Gordon states:  201 

[O]ur concern is that while curtailment of contracted RECs, at the 202 
imputed REC prices in the LTPPAs, is sufficient to prevent the RPS 203 
rate caps from being exceeded, the curtailments are being 204 
implemented by curtailing both contracted RECs and the 205 
associated contracted energy under the LTPPAs.  Therefore, 206 
LTPPA Suppliers are being deprived of revenues under the 207 
LTPPAs in an amount greater than the amount needed to prevent 208 
the RPS rate caps from being exceeded.”   209 

(Renewables Suppliers Ex. 1.0 at 15, lines 331-341.)  210 

 Do you agree with Mr. Gordon’s conclusion? 211 

A.  No.  Under the Renewables Suppliers’ proposal, even though the 212 

unbundled energy would not necessarily include its associated RECs, if the 213 

contract price is above average day-ahead LMPs, ratepayers will still be 214 

spending more than they otherwise need to spend in order to acquire energy.  In 215 
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other words, ratepayers would still be buying renewable energy resources at a 216 

price that exceeds market prices, to an extent that will cause their rates to 217 

exceed the statutorily-defined price cap. 218 

Q. Mr. Gordon testifies that the LTPPAs provide an energy price hedge for 219 

eligible retail customers.  (Id. at 16.)  Do you agree? 220 

A.  Yes.  However, I do not consider it a particularly good energy price hedge, 221 

at least not to date.  In the 2012-2013 contract period, average day-ahead LMPs 222 

were significantly below both the LTPPA contract prices and the procurement 223 

administrator’s 2010 forward price for the same 2012-2013 period.  For the 224 

current 2013-2014 contract period, it appears that average LMPs may not be 225 

significant below (and could even be above) the procurement administrator’s 226 

forward price.  However, it appears from current futures prices that market 227 

participants expect LMPs to fall below the procurement administrator’s 2010 228 

forward price again in the 2014-2015 and 2015-2016 contract periods.  229 

  Nevertheless, a contract is a contract, and it is my understanding that the 230 

utilities are contractually obligated to pay these above-market prices for the 231 

energy provided under the LTPPAs, to the extent required by the contracts.  Of 232 

course, the IPA procurement administrator presciently insisted on including in 233 

these contracts a circuit breaker, tripped if and when the LTPPA purchases 234 

cause the renewable energy budgets to be exceeded.  That is, the contracts 235 

provide for a partial curtailment of the quantities purchased to insure that retail 236 

rates are kept at or below the statutorily-defined price caps.  That was part of the 237 

original deal, and the Commission should assume as a matter of procurement 238 
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policy that any risk premiums associated with the curtail clause were included in 239 

the suppliers’ bids.  Authorizing any kind of repurchase of curtailed quantities 240 

from these suppliers can and should be viewed as completely optional.  Neither 241 

the IPA nor the Commission should feel compelled to conform to the will of the 242 

Renewables Suppliers and accept new contract terms that are not in the best 243 

interest of ratepayers.  For instance, the IPA and the Commission could instead 244 

use the ACP revenues from hourly price customers to buy RECs through a 245 

completely new RFP, with new bids at current market prices and capped at a 246 

current price benchmark, if they determined that was more in the public interest. 247 

Q. Mr. DiDonato testifies, as Vice President for Wind Development for NextEra, 248 

that Illinois does not meet his criteria as a good site for new wind 249 

generation development because:  “It has become apparent in just a few 250 

short years that the benefit of the bargain will not be realized in Illinois now 251 

or for the foreseeable future, given the unexpected level of curtailments of 252 

the LTPPAs.”  (Renewables Suppliers Ex. 2.0 at 4.)  He concludes his 253 

testimony by saying that his company “intends to pursue new renewable 254 

energy development in other states in the United States, but not in Illinois 255 

so long as our company is unable to realize the benefit of the bargain 256 

under long-term agreements.”  (Id. at 5.)  What is your reaction to these 257 

statements? 258 

A.  I do not pretend to know exactly what Mr. DiDonato means by “unable to 259 

realize the benefit of the bargain.”  However, I do understand his cautiousness 260 

about making investments in Illinois, if the profitability of those investments were 261 
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to rest entirely (or almost entirely) on contracts such as the LTPPAs, which 262 

enable the utilities to cut back on purchases due to the Illinois rate cap.  263 

However, the curtailment clauses of the LTPPAs are just one of the mechanisms 264 

with which the Commission has attempted to juggle the array of competing 265 

objectives set forth in the governing statute.  As the Commission more eloquently 266 

explained the issue: 267 

With regard to the RS argument regarding the incentives to 268 
construct new renewable resource facilities in Illinois, the 269 
Commission notes that there are competing objectives relating to 270 
renewable resources and balancing those competing interests is a 271 
difficult task.  The Commission declines to adopt the RS alternative 272 
proposal in this proceeding as it is not in the public interest. 273 

(13-0546, Order at 181; RS refers to Renewables Suppliers.)   274 

  It should also be recalled that neither of the two Illinois RPSs requires that 275 

renewable energy resources be located within Illinois.  The RPS applicable to 276 

utilities expresses a preference that resources be located within Illinois or the six 277 

states that adjoin Illinois.  The RPS applicable to ARES only requires that the 278 

resource be located within the footprint of PJM and the portion of MISO that lies 279 

within the United States.  Together that footprint encompasses all or parts of 27 280 

different States and the District of Columbia.   281 

Q. Do any other witnesses express similar opinions about Illinois’ suitability 282 

for wind farm investments? 283 

A.  Yes.  Mr. Whitlock states that the company he works for “has had in 284 

excess of 500 MWs of projects in Illinois that are near construction-ready, with 285 

transmission agreements signed, many years of meteorological data compiled to 286 

measure the wind speeds, and local permits secured,” but that with increasing 287 
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concerns relating to the current Illinois RPS procurement situation that does not 288 

offer any prospects for additional long-term contracting in the foreseeable future, 289 

and with the LTPPAs now being curtailed, Illinois has become a much less 290 

attractive market.  (Renewables Suppliers Ex. 4.0 4)  “As a result, we have not 291 

proceeded to construction on any of these projects, and we currently have no 292 

projects under construction in Illinois.”  (Id.) 293 

  Mr. Thumma testifies that the Renewables Suppliers should be “made 294 

whole” under the LTPPAs (suffer no revenue losses from curtailments) because 295 

Illinois has set a 25% renewable energy goal by 2025, and potential investors will 296 

only initiate new renewable energy projects sufficient to reach that goal “if they 297 

believe they can recover their capital costs and earn a reasonable, risk-weighted 298 

rate of return.”  (Renewables Suppliers Ex. 3.0 at 10.)  299 

  In reply, I would first reiterate what I said about Mr. DiDonato’s opinion of 300 

Illinois as a site for new wind farm investment.  The plain and simple fact is that 301 

the Illinois statute contains many competing goals and requirements, and 302 

building wind farms within Illinois does not possess a sacrosanct position among 303 

those competing goals and requirements.  It must coexist within a bifurcated two-304 

RPS system (which is subject to a renewable energy budgetary cap tied to 305 

ratepayer usage) and alongside a dynamic and competitive retail electricity 306 

market.  I would also reiterate that neither of the two Illinois RPSs requires that 307 

renewable energy resources be located within Illinois.   308 

  Additionally, there are other reasons why a company might rethink plans 309 

to build new generating facilities at any given location.  First, a company might 310 
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look at energy prices.  All else equal, low electricity prices would discourage new 311 

investment in generating equipment (including wind farms).  Notably, Illinois has 312 

low wholesale energy prices relative to other States, as can be seen from the 313 

chart, below, of locational marginal price averages within the PJM 314 

Interconnection (“PJM”), by year, and by PJM State.  Low fossil fuel prices would 315 

discourage new investment in non-fossil fueled renewable energy facilities (like 316 

wind farms).  Low capacity prices (e.g., payments to generators by RTOs for 317 

making generating capacity available) would also discourage new investment in 318 

generating equipment (including wind farms).  Reacting to such incentives is part 319 

of the normal operation of an efficient market.   320 

Q. Mr. Thumma identifies three primary revenue streams for wind energy 321 

projects:  (1) federal tax incentives in the form of a production tax credit 322 

and accelerated depreciation; (2) wholesale energy, sold at a market 323 

determined price, and; (3) renewable energy certificates (“REC”).  324 

(Renewables Suppliers Ex. 3.0 at 4.)  He also mentions that a production 325 

tax credit of $23 per MWH has expired except for projects that have already 326 

begun construction.  (Id.)  Do you have anything to add to this list? 327 

A.  Yes.  First, wind farms can also earn revenue by providing “capacity 328 

services” to PJM or MISO.  Second, I would only note that the accelerated 329 

depreciation allowed for wind farm investments is considerably more generous 330 

than the accelerated depreciation allowed for fossil fuel generating plant 331 

investments.  To investors, these deferred taxes have a considerable net present 332 

value that can rival that of a $23 per MWH production tax credit.  While deferred 333 
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taxes are not a revenue source, they can be thought of as zero percent loans 334 

from the government.  335 

Q. Mr. Thumma states, “It is my understanding that ARES are primarily buying 336 

RECs on the spot market or for very short terms in order to fulfill their RPS 337 

obligations.”  (Id. at 8.)  Notwithstanding this observation, Mr. Thumma 338 

testifies that long-term contracts provide two potential benefits for 339 

electricity consumers:  lower costs and lower risk.  What is your reaction to 340 

this? 341 

A.  From my perspective, the retail electricity market in Illinois appears very 342 

competitive and I would expect that ARES seek to maximize profits.  If Mr. 343 

Thumma is correct that “ARES are primarily buying RECs on the spot market or 344 

for very short terms in order to fulfill their RPS obligations,” then there is probably 345 

a good reason for it.  One likely possibility is that ARES have decided it is less 346 

expensive and/or less risky to purchase RECs on the spot market or for very 347 

short terms than to enter into long-term contracts for RECs or RECs bundled with 348 

energy.   349 

  With respect to cost, so far, the experience of ComEd and Ameren has 350 

been that 1-year contracts for unbundled RECs have been less expensive than 351 

the LTPPAs.  Of course, there are still another 18 years left under those 352 

contracts, so we cannot directly compare the ultimate cost of the LTPPAs over 353 

20 years to 20 years of contemporaneous 1-year unbundled REC contracts.   354 

  With respect to risk, generally long-term contracts reduce exposure to 355 

unexpected and adverse changes in market prices.  In this instance, this refers to 356 
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changes in both the price of RECs and the price of electricity.  However, an 357 

excess of long-term contracts with fixed quantities can increase risk, if the utility 358 

loses enough load to ARES.   359 

Q.  Mr. Thumma (Id. at 8-10.), Mr. Whitlock (Renewables Suppliers Ex. 4.0 at 360 

4.), and Mr. DiDonato (Renewables Suppliers Ex. 2.0 at 5.) testify that both 361 

the Renewables Suppliers’ primary and secondary proposals make the 362 

suppliers “whole.”  In other words, they would earn the same revenue as 363 

they would if there were no curtailments.  What does this imply? 364 

A.  If the revenues to the Renewables Suppliers do not fall (i.e., they are as 365 

they would be with no curtailments), then the costs to the utilities do not fall.  366 

Therefore, unless some of these costs are recovered from someone other than 367 

eligible retail customers, the total cost to eligible retail customers will be the same 368 

as they would be with no curtailments.  Here, it bears remembering that the use 369 

of ACP revenues from hourly-customers to buy back curtailed RECs was not 370 

proposed until 2012 (well after the 2010 contracts were developed).  Thus, in 371 

2010, when the LTPPAs were developed and approved by the Commission, it is 372 

reasonable to surmise that the curtailment clause was intended and expected to 373 

reduce costs incurred by the utilities and recovered solely from eligible retail 374 

customers.  The curtailment clause was not developed and approved by the 375 

Commission with any intention or expectation that the clause’s invocation would 376 

leave costs unchanged.  In other words, there was no intention or expectation 377 

that Renewables Suppliers would be “made whole” at each curtailment.  If there 378 
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was such an intention or expectation, then there would have been no point to 379 

have the curtailment clause.   380 

Q. Is there a way to prevent these transactions from causing the statutorily-381 

defined renewable energy price cap to be exceeded? 382 

A.  Yes.  The only way to keep eligible retail customers “whole” is either to 383 

reject the Renewables Suppliers’ proposals, or to pay for the additional costs 384 

from some other source than eligible retail customers’ rates.  For instance, 385 

assuming the Renewables Suppliers’ primary proposal is accepted, any 386 

additional above-market priced expenditures for unbundled energy could be paid 387 

for with ACP funds already collected from hourly-priced customers.  Assuming 388 

the Renewables Suppliers’ secondary (alternative) proposal is accepted, any 389 

REC costs incurred by the utilities in excess of the budgeted amount could be 390 

paid for with ACP funds already collected from hourly-priced customers.  In either 391 

case, I would recommend that the additional expenditures be limited by the 392 

amount of such ACP funds that are available.  This would ensure that the new 393 

contracts with the Renewables Suppliers will not cause the statutorily-defined 394 

renewable energy price cap to be exceeded. 395 

Q. Mr. Reed says that the Renewables Suppliers’ proposals “satisfy the ‘no 396 

harm’ standard.”  Do you agree? 397 

A.  No.  In reaching this conclusion, Mr. Reed admits that he is relying entirely 398 

on the testimony of Mr. Gordon (Renewables Suppliers Ex 1.0), where, 399 

purportedly, Mr. Gordon establishes that the proposals “would not result in 400 

charges to eligible retail customers of the electric utilities that exceed the 401 
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statutory RPS rate cap.”  (Renewables Suppliers Ex 5.0 at 9.)  Mr. Reed merely 402 

attaches a new label -- the satisfaction of a no harm standard -- to Mr. Gordon’s 403 

claims.  Mr. Gordon’s claims are addressed earlier in my testimony, where I 404 

explain how Mr. Gordon (and by extension, Mr. Reed) are mistaken, unless and 405 

to the extent that the additional costs incurred by the utilities due to these 406 

proposals are recovered, not from eligible retail customer rate increases, but 407 

from some other source of funds. 408 

Q. Mr. Reed says that the Renewables Suppliers’ proposals are “in the public 409 

interest” because they provide “the greatest benefit to the greatest number 410 

of … citizens of Illinois.”  He enumerates the factors that determine 411 

“benefit” in this context as (1) just and reasonable rates, (2) renewable 412 

energy development, (3) ensuring that there is no undue discrimination in 413 

utility service, (4) economic development, and (5) environmental protection.  414 

(Renewables Suppliers Ex 5.0 at 9.)  Do you agree that the Renewables 415 

Suppliers’ proposals are in the public interest?  416 

A.  No.  Without addressing his preamble-based concept of benefits, I will 417 

nevertheless show that Mr. Reed has failed to demonstrate that the Renewables 418 

Suppliers’ proposals maximize these enumerated six benefits.  419 

Q. Does Mr. Reed show that the Renewables Suppliers’ proposals are 420 

consistent with the benefit of just and reasonable rates? 421 

A.  No.  Mr. Reed merely asserts that his “no harm” test adequately 422 

addresses a just and reasonable rate standard.  In effect, he places another new 423 

label (just and reasonable rates) on the other new label (passing a no harm test) 424 

19 



 Docket No. 13-0546 On Rehearing 
ICC Staff Exhibit 1.0 

that earlier in his testimony he assigns to Mr. Gordon’s claims that the proposals 425 

would not result in charges to eligible retail customers of the electric utilities that 426 

exceed the statutory RPS rate cap.  Mr. Gordon’s claims are addressed earlier in 427 

my testimony, where I explain how Mr. Gordon (and by extension, Mr. Reed) are 428 

mistaken, unless and to the extent that the additional costs incurred by the 429 

utilities due to these proposals are recovered, not from eligible retail customer 430 

rate increases, but from some other source of funds.   431 

Q. Does Mr. Reed show that the Renewables Suppliers’ proposals are 432 

consistent with the benefit of renewable energy development? 433 

A.  No.  First, Mr. Reed notes that the State’s RPS requirements began at 2% 434 

of energy usage and grow to 25% of energy usage by 2025, “which,” he 435 

concludes, “will clearly require extensive development of renewable energy 436 

generating facilities to be achieved.”  (Renewables Suppliers Ex 5.0 at 10.)  He 437 

then testifies that the State has approximately 3,600 MW of installed wind turbine 438 

generating capacity and another 8,000 MW will be needed to meet the Illinois 439 

renewable energy requirements by 2025.  Second, Mr. Reed states: 440 

Adopting one of the Renewables Suppliers’ proposals will help 441 
preserve the viability of these types of agreements, the suppliers, 442 
and the renewable energy industry in Illinois.  Conversely, as 443 
described by witnesses DiDonato, Whitlock, and Thumma, if the 444 
Renewables Suppliers’ request for rehearing and reconsideration is 445 
denied and the current approach to curtailment is maintained, it will 446 
negatively impact the development of new renewable generation for 447 
use in the State and ultimately the State’s ability to achieve RPS 448 
compliance.  As the testimony of the Renewables Suppliers’ 449 
company witnesses makes clear, future renewable generation 450 
development for Illinois’ utilities rests on the State establishing and 451 
administering a supportive environment for renewable power supply 452 
contracting and contract administration. These projects depend on 453 
strong, reliable, and predictable revenue streams from wholesale 454 
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power supply offtake agreements in order to be able to be 455 
developed, financed, and kept in production. If either the 456 
development community or the financial community loses 457 
confidence in the State’s willingness or ability to provide a 458 
supportive environment for renewable generation development, 459 
development will move elsewhere, and many of the State’s policy 460 
objectives will not be as easily or fully achieved. 461 

(Id. at 11-12.)  462 

  To paraphrase Mr. Reed:  to ensure Illinois RPS goals are satisfied in the 463 

future, the Commission now must assure companies it is profitable to enter into 464 

long-term contracts with Illinois utilities, even if that requires the Commission to 465 

grant concessions to the Renewables Suppliers; the LTPPAs need to be 466 

profitable at any cost, even if that means the Commission must supplement the 467 

Renewables Suppliers’ revenue streams with “make whole” addendums.   468 

  It is my opinion that the Commission need not shoulder such burdens.  469 

What Mr. Reed may not appreciate is that Illinois, starting with the Electric 470 

Service Customer Choice and Rate Relief Law of 1997 (Public Act 95-0481) (“the 471 

1997 Law”), took a bold step away from Commission-directed planning of in-state 472 

generation investments by utilities and toward greater reliance on competitive 473 

forces acting operating within regional markets.  This sea change is exemplified 474 

by (a) the 1997 Law’s repeal of Section 8-402 of the Act (“Comprehensive utility 475 

energy plan”); (b) its addition of Section 16-111(g), which includes provisions that 476 

made it easy for utilities to retire, sell, assign, lease or otherwise transfer 477 

generating assets to affiliated or unaffiliated entities; (c) its addition of Section 16-478 

126, which requires that each utility join an independent system operator (or, as 479 

later amended, a regional transmission organization); and (d) its legislative 480 

findings, in Section 16-101A of the Act, which cites to “competitive forces” and 481 
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“increasing competition.”  Even the later Illinois Power Agency Act (Public Act 95-482 

0481) (“IPA Act”) charged the IPA and the Commission, not with entering into a 483 

new “regulatory compact” with a new class of generation-only public utilities, but 484 

simply with assuring that the utilities act upon the receipt of arms-length 485 

competitive bids.  486 

  Perhaps looking at it from a slightly different angle would make my point 487 

clearer.  Assume for argument sake that Mr. Reed’s capacity figures are 488 

reasonably accurate and, therefore, the wind-generated electricity associated 489 

with all that needed capacity amounts to 18.75% of the total energy demand of 490 

ComEd and Ameren customers (that is, 25% of at most 75%, which is the wind 491 

proportion requirement under for RPS for utilities).  That leaves at least 75% of 492 

energy demand that must be satisfied by all other energy suppliers, and yet 493 

Illinois government has no explicit plan to insure that enough capacity will exist in 494 

2025 to generate that larger fraction.  The IPA is not proposing and the 495 

Commission is not entertaining supplementing the income of any other 496 

generating companies within PJM and MISO or just within Illinois, even though 497 

some of those companies could be experiencing lower revenues due to drops in 498 

revenues due to lower-than previously expected spot prices for energy.  Thus, 499 

simply giving the Commission a head’s up about the number of MWs of wind-500 

powered generating capacity that may (or may not) be required by 2025 does not 501 

establish that the Renewables Suppliers’ proposals are necessary or desirable in 502 

order to achieve the State’s RPS goals.  In the context of a power generation 503 

industry increasingly devoid of regulatory compacts because States like Illinois 504 
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have legislated greater reliance on competitive forces, the Commission need not 505 

ensure the profitability of suppliers in either the short run or the long run.  506 

Q. Does Mr. Reed show that the Renewables Suppliers’ proposals are 507 

consistent with the benefit of “ensuring that there is no undue 508 

discrimination in utility service”?  509 

A.  No.  After including it in his list of factors that are relevant to assessing 510 

public benefits, he does not mention the concept of undue discrimination in utility 511 

service, let alone tie it to the Renewables Suppliers’ proposals. 512 

Q. Does Mr. Reed show that the Renewables Suppliers’ proposals are 513 

consistent with the benefit of economic development?  514 

A.  With regard to the benefit of economic development, Mr. Reed essentially 515 

makes the same argument that he makes in the context of the benefit of 516 

renewable energy development, which I already addressed, above.   517 

  In addition, he testifies that renewable energy projects are labor-intensive 518 

and rely on many components that are manufactured in the U.S.  He also 519 

testifies that more jobs per unit of electricity are created through renewable 520 

energy-fueled electricity generation than through fossil-fueled electricity 521 

generation.  He also testifies that renewable energy development primarily takes 522 

place in rural areas where it can stimulate economic activity, create jobs and 523 

steady property tax revenues, and support vital services.  In response, I will only 524 

address Mr. Reed’s testimony about labor intensity and his reference to jobs per 525 

unit of electricity.  526 
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  If policy-makers want to focus on labor intensity and attempt to maximize 527 

the number of jobs per unit of electricity, then wind-powered generation may be 528 

the wrong technology to focus upon.   Wei, Patadia, and Kammen summarize 15 529 

studies and their findings in terms of job-years per Gigawatt-hour. (“Putting 530 

renewable and energy efficiency to work: How many jobs can the clean energy 531 

industry generate in the US?” Energy Policy 38 (2010) 919–931.)  Five of the 532 

reviewed studies included wind-powered generation, among which the low and 533 

the high estimates were 0.10 and 0.26 job-years per Gigawatt-hour, and the 534 

average was 0.17.  In comparison, the three studies that included estimates of 535 

solar photovoltaic power jobs revealed a low of 0.23, a high of 1.42, and an 536 

average of 0.87 job-years per Gigawatt-hour.  The two estimates of jobs 537 

associated with landfill gas-fueled generation are also higher than the estimates 538 

of jobs associated with wind-powered generation: 0.32 and 1.12, averaging 0.72 539 

job-years per Gigawatt-hour. 540 

  However, it really makes no sense for policy makers to favor labor 541 

intensity or to attempt to maximize the number of jobs per unit of electricity.  If it 542 

did, then they could do much better than a mere 0.10 to 1.42 job-years per 543 

Gigawatt-hour.  For example, a healthy adult human peddling a stationary bicycle 544 

hooked up to a small electric generator might be able to generate about 100 545 

Watts on a sustained basis over the course of a workday.2  Assuming an 8-hour 546 

workday per job and 250 workdays per year per job (i.e., 50 five-hour weeks), 547 

that amounts to 200 Kilowatt-hours per job-year, which in turn amounts to 5,000 548 

2 Based on Figure 2.4 in Wilson, David Gordon, Bicycling Science, Third Edition, 2004, The MIT Press, at 44. 
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job-years per Gigawatt-hour.  Even if we assume a workforce of super-humans 549 

able to sustain outputs around 500 Watts, that amounts to 1 Megawatt-hour per 550 

job-year, which amounts to 1,000 job-years per Gigawatt-hour.   551 

  Obviously, even though human-powered electricity generation could 552 

employ hundreds of thousands of people, the scheme is absurd.  The scheme is 553 

absurd because the technology is ridiculously inefficient from an economic 554 

perspective.  Nevertheless, this example shows how relying on an indicator of 555 

low-productivity like job-years per Gigawatt-hour is utterly misguided and 556 

worthless as a policy tool. 557 

Q. Does Mr. Reed show that the Renewables Suppliers’ proposals are 558 

consistent with the benefit of environmental protection?  559 

A.  No.  After including environmental protection in his list of factors relevant 560 

to assessing benefits  (Renewables Suppliers Ex 5.0 at 9.), he does not explain 561 

how the Renewables Suppliers’ proposals will have an impact on the 562 

environment.  Rather, twice he appears to assume such an impact is a fact 563 

already in evidence.  In the first such instance, he alludes to an assumed “impact 564 

on electric rates and environmental quality.”  (Id. at 21.)  Then, in his concluding 565 

paragraph, he asserts, “The Commission’s actions in this matter will have 566 

significant effects on the state’s ability to achieve many of its policy goals, 567 

including … environmental objectives.” (Id. at 23.)  Nowhere does he provide any 568 

arguments or evidence to support this assertion. 569 

Q. Does this question complete your direct testimony? 570 

A.  Yes. 571 
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