Comments on the 2012 Draft Power Procurement Plan
Submitted to the Illinois Power Agency by Kestrel Development Company
Thank you for providing the opportunity to submit comments on the 2012 Draft Procurement Plan (the “Draft Plan”).  The Solar Carve Out in the Illinois Renewable Energy Standard (RES) has the potential to be one of the most aggressive solar mandates in the nation.  If fully and strategically implemented, this policy could be an engine for job growth and economic development in Illinois. 
However, the Solar Carve Out implementation process outlined in the Draft Plan will not yield these benefits.  In the Draft Plan, the IPA proposes to procure RECs, including SRECs, through an auction that has been designed with large, utility-scale projects in mind.  To date, the IPA’s auctions have successfully driven investment in utility-scale renewable energy generation, and the auction process outlined in the plan will continue to support growth in this sector.  Developers and owners of small and mid-size distributed solar systems, however, will be essentially unable to participate.  Bidding requirements are too complex and transaction costs are too high to justify participation for small projects.   

The IPA does recognize the importance of a balanced market that encourages the growth of the technology and avoid excessive compensation that makes the industry vulnerable to changes and weakens its ability to strategically compete.  Examples of excessive compensation have existed or exist for markets like Spain, New Jersey, Australia and the Czech Republic.  But it also must be recognized that as a balance against excessive compensation, there needs to be a high degree of assurance of revenue that would provide a degree of bankability that encourages the participation of mature financial instruments.  This assurance has enabled markets like Germany to strategically reduce the cost of installed PV over the past decade.  The IPA needs to provide this assurance thru bankable long-term agreements that also can reduce the cost of installations predictably over time.

[bookmark: _GoBack]Solar module prices have plummeted in the last two years and distributive solar photovoltaic technology is now presently cost-effective with competition, asset value, durability and pricing according to location even on a relatively small scale.  “Fuel” costs are zero, transmission costs can be near zero, and distributed solar delivers benefits to the electric distribution system by providing power at peak hours when other generation resources are at their most expensive.  The National Renewable Energy Laboratory recognizes Illinois, especially the northern and western parts of the state, to have one of the highest electric load carrying capacities (ELCC) for photovoltaic in the US.

Initiating an SREC procurement program for distributed solar systems in 2012 would allow the state to take advantage of these values to mitigate the long-term price risks associated with other resources in the IPA portfolio while supporting badly needed job growth and economic development.  Using innovative procurement that still complies with laws and regulations will enable Illinois to develop a major market of largely locally based installations with significant economic development benefits.

The proposed procurement process does take into account significant strides made not only in the reduced cost and increased reliability of photovoltaic technology, but in the burgeoning commercialization of procuring solar (or wind) electricity using nodal systems, locational values and energy storage and dispatching systems.  These proven technologies need a contemporary procurement system that will reflect the significant value provided, not only in cleaner electricity, but reliable and demand fulfilling.

It is respectfully recommended that the IPA modify the Draft Plan to include language stating affirmatively that the Agency will (1) create a procurement program for solar renewable energy credits (SRECs) from distributed solar energy systems; (2) implement the program over multiple years to encourage sustainable, long-term growth of Illinois’ solar industry; and (3) hold a series of workshops prior to the Spring 2012 procurement events to seek stakeholder input on program features and implementation procedures.  Thank you for your consideration.
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