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Study on Optimal Trading Method of REC by
Solar Power Generation

Youngsik Nam* and Jachyung Lee**

ABSTRACT : While the renewable energy portfolio standard (RPS) is in place to expand the scale of
renewable energy generation, the power producer can obtain the renewable energy credit (REC) and use
it as an incentive to operate the facility. RECs secured by solar power generation can be traded through
spot market or fixed price contracts, and, in the spot market trading, power producers are exposed to the
uncertainty of REC spot price. In this study, real option analysis is conducted to analyze the optimal
threshold of REC spot price for the conversion of REC trading method by power producer considering the
uncertainty of REC spot price. We calculated the optimal threshold of REC spot price that can convert the
trading method of REC from spot market to fixed price contract. In conclusion, the spot market trading is
arational trading method when considering the uncertainty of REC price, but the fixed price bidding is a
rational trading method when not considering the uncertainty of REC price.
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