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Re:  Response to Request for Public Comment Concerning the Implementation of Governor Blagojevich’s Proposal for a Sustainable Energy Plan
Dear Mr. Stoller:

The Illinois Landfill Gas Coalition (“ILGC”) hereby offers its response to the Illinois Commerce Commission’s (“Commission”) Request for Public Comment Concerning the Implementation of Governor Blagojevich’s Proposal for a Sustainable Energy Plan for Illinois.  ILGC members operate a total of 25 landfill gas-to-electricity facilities in the state, with an installed generating capacity of almost  100 megawatts.  Members of ILGC include Bio-Energy Partners, Bio-Energy (IL), GRS Illinois LLC, Sexton Energy and U.S. Energy BioGas.

Landfill Gas is a byproduct of the decomposition of refuse within a landfill.  Typically, landfill gas is composed of approximately 45% methane.  Landfill gas to electricity facilities consist of engine/generator sets or turbines which are fueled by landfill gas.  Landfill gas is a highly reliable fuel.  The typical landfill gas to electricity facility enjoys a high availability – generating electricity for more than 98 % of the hours in a year.  Landfill gas which is not used to generate electricity or for another beneficial use is generally destroyed by being burned in a flare. 

Renewable Energy Procurement Standard

ILGC strongly supports the adoption of a renewable portfolio standard which is proposed to begin at 2 percent per year and increases by one percent each year up to a total of 8% of the electricity sold to Illinois consumers.   The best way to ensure that the desired percentage of renewable energy is achieved is through a program that includes renewable energy facilities that are already completed and in operation.  Further, in the early years of the renewable energy procurement standard, there should be no limit on the extent to which a single renewable technology can be used to meet the standard.  Once the standard has been adopted the mix of renewable generation that is built and the time required for development of different technologies will be instructive as to whether certain technologies require more encouragement than others.  Further, resources such as landfill gas, which will be permanently lost if not utilized, should not be subject to limitations on the extent to which such resources can be used to meet the renewable standard.  The results of the first few years of the operation of the RPS should be used as a basis for fine tuning of the standard to reflect the mix and availability of renewable resources.   Renewable resources that are scarce may need the additional encouragement of a technology specific set-aside within the RPS whereas technologies that are abundantly available do not need such encouragement.  That can reasonably be developed in Illinois.  While an ambitious standard can stimulate renewables by keeping prices at a level that will encourage development, an unrealistically high standard is likely to result in more penalty payments than actual project development.  

The RPS obligation should be measured in megawatt hours rather than in megawatts of installed generating capacity.  An RPS measured in megawatt hours will ensure that the required quantity of renewable energy is generated and Illinois utilities
 do not pay to support generating capacity that is not fully utilized.   Other states have typically implemented renewable portfolio standards by adoption of statutes which are implemented by the state’s public utility commission.

The RPS should offer renewable generators the opportunity for revenue in excess of the market price for energy.  The best way to achieve this result is to establish a system of tradable credits or certificates (“RECs”) and that provides that the RECs are owned by the generator of the underlying electricity and do not automatically transfer to a purchaser of that electricity without additional consideration.  RECs document the renewable attributes of electricity and should be unbundled from the underlying electricity.  The ability to trade RECs allows the entity with a renewable portfolio obligation the ability to purchase a quantity of RECs that precisely matches its obligation to provide renewable energy.  Generally a REC is equal to the renewable attributes associated with one megawatt hour of electric energy.  A system of tradable RECs creates a more liquid market for renewable energy, resulting in a more efficient market for renewable energy and lower cost renewable power.  Tradable RECs benefit the entities with the obligation to meet the RPS requirements by providing an additional way to meet that obligation – an alternative to buying renewable energy bundled with the RECs.  The existence of a market for RECs will be useful for determining the value of renewable energy that is bundled with the RECs and sold under the long term contracts that certain renewable energy projects will need for financing purposes.

A program involving tradable RECs must establish a tracking system for the RECs.  Buyers and sellers of RECs would set up REC accounts and trades (sales) of RECs bundled with or separate from purchased energy would be electronically recorded in those accounts.  The Commission should be aware that the PJMISO expects to implement a generation attribute tracking system before the end of 2005.  Once this system is in operation, it should be used to administer an Illinois REC program, as should a similar system if set up by the MISO.  Similar tracking systems are in place in New England and in Texas.  Where there is no ISO tracking system in place, the Commission should set up a system to track and administer the REC program.  

ELIGIBLE RENEWABLE ENERGY RESOURCES  

Renewable resources eligible to meet the renewable portfolio standard should include landfill gas as an eligible renewable technology.  In addition to the proposed technologies, the program should be modified periodically to reflect new technologies that become available.   The program also should reflect the fact that Illinois already has in place a highly successful program that has encouraged the development of landfill gas to electricity plants.  The RPS should recognize this valuable renewable renewable resource and should ensure that the existing landfill gas to electricity facilities are not put at an economic disadvantage.  

To date, ILGC estimates that approximately 150 megawatts of landfill gas fueled generation has been developed in  Illinois. (The capacity in excess of that owned by ILGC members has been estimated.)  ILGC has not analyzed the potential for future facilities.  Further, ILGS does not have information on currently planned expansions of existing facilities, but expects that most of the existing facilities are close to their maximum size based on landfill gas supply that is available at each site at the present time. The United States Environmental Protection Agency’s Landfill Methane Outreach Program has estimated that Illinois has the potential to develop as much as 440 megawatts of landfill gas fueled generation.  If ILGC is able to obtain further information on the potential for landfill gas in Illinois, ILGC will file a supplement to these comments that provides additional information to the Commission.

COMPETITIVE PROCUREMENT

As discussed above, ILGC strongly recommends that the Illinois RPS include a REC trading program.  Eleven of the 17 states that currently have an RPS requirement include such a trading program.  This type of trading program allows the renewable generator to realize the full value of plant output by creating a second revenue stream in addition to amounts received for electricity.  This additional revenue stream can be of value in financing a renewable generating facility.  The transfer of RECs between seller and buyer is an accounting transaction that requires use of a REC tracking system such as the pending PJM GATS. 

 ILGC notes the concern expressed in the Request for Comments with respect to the impact of an RPS on electric rates.  ILGC respectfully reminds the Commission that the purpose of an RPS is to provide sufficient revenue in addition to the market price for electric energy to encourage development of renewable generation.  In evaluating the price to be paid for renewable energy in Illinois, it is important to remember the regional nature of today’s power markets and the fact that renewable generators in Illinois will be able to sell their RECs to out of state purchasers if in-state prices are too low.  In addition to the question of cost recovery for procurement of renewable power, a green pricing program should be considered to allow consumers to voluntarily pay a premium for green products offered by the utility.  

In general, ILGC supports the concept of competitive procurement as the method by which utilities obtain renewable energy or RECs.  Competition will ensure that the ratepayer obtains the benefits of renewable energy at the best price, if the process is perceived as fair by potential participants.  ILGC recommends that a competitive process be developed with input from developers of renewable energy to maximize the potential for a good outcome.  

INTERSTATE RENEWABLE ENERGY TRADING


ILGC strongly supports the concept of interstate renewable energy trading.  As noted above this capability will become readily available to renewable generators once the PJM’s GATS system begins operation, and to some extent, this capability is already available.  Just as renewable generators in Illinois have the benefit of being able to sell renewable energy or RECs on a regional basis, so will Illinois utilities have the ability to obtain renewable energy or RECS from outside of Illinois.  ILGC recommends that this issue be studied earlier than 2008 so that Illinois consumers can benefit from the regional market for renewable energy.

PENALTIES FOR NONCOMPLIANCE


The ability of a state to enforce an RPS is critical to its success.  Absent a proper enforcement mechanism, a so-called RPS will be nothing more than the “goals” that currently exist in Illinois.  The level of the so-called “penalty” becomes the cap for the price that utilities will pay for RECs or for the premium associated with the purchase of renewable energy.  If this figure is set too low to support renewable generation, the utility will pay the penalty instead of buying renewable energy.  While the penalty payment may be used to support the development of new generation, this approach would be a very inefficient way of encouraging renewable generation.  


ILGC believes the proposed penalty payment is too low.  A price per REC of less than $25.00 could place Illinois at a competitive disadvantage compared to other states where Illinois generators can sell renewable energy or RECs.  In this regard it is instructive to note that the states of Connecticut, California, Massachusetts, New Jersey, Rhode Island and Texas each have adopted a penalty of $50.00 per megawatt hour
 for failure to obtain the required amount of renewable energy or RECs.  The experience in these states should be considered in developing the Illinois RPS.


CONCLUSION

ILGC appreciates the opportunity to provide input to the Commission with respect to the Governor’s Sustainable Energy Plan.  ILGC members currently generate renewable energy in Illinois and look forward to continuing and increasing that participation in the future.  The 

timeline for these comments limited the amount of research that ILGC could conduct.  Accordingly, ILGC reserves the right to supplement these comments as the Commission gives further consideration to the Plan.  The ILGC looks forward to working with other stakeholders in connection with the Governor’s Sustainable Energy Plan.  

Very truly yours,   

Freddi L. Greenberg

Attorney for the Illinois Landfill Gas Coalition

FLG:jp

� These comments refer to an RPS requirement applicable to utilities.  This approach is not intended to suggests that ILGS does not believe the RPS should be applicable to suppliers other than utilities.  At the present time, ILGS takes no position as to whether an RPS should apply to all entities that supply electricity to Illinois consumers.


� In Texas the alternative compliance payment or penalty is the lesser of $50/mwh or 200 percent of the average market price for RECs in the previous year.





