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Public Utilities Act. 1 
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Authonty under Section 16-1 15 of the 

MEMORANDUM IN SUPPORT OF RECIPROCITY CERTIFICATION 

BlueStar Energy Services, Inc. ("BlueStar") submits the following Memorandum in support 

of its statement that it meets all applicable reciprocity qualifications under Section 16-115(d). All 

statements of fact are taken from the Direct Examination Testimony of Robert G. Ferlmann, Vice- 

President of Energy Supply for Bluestar, and the Direct Examination Testimony of E m i t  George, 

former Vice-president for Regulatory Affairs for ComEd and Commissioner on the Iowa Public 

Utilities Board. which are attached as Exhibit 1 & 2 

INTRODUCTION 

BlueStar is an independent power marketer that is unaffiliated with any electricity generator, 

utility, or supplier. Utilizing a market-based procurement model, BlueStar will add a diverse new 

presence to Illinois' competitive retail electricity market, thus helping fulfill the promise of open 

competition that the Illinois legislature envisioned in passing the Electric Service Customer Choice 

And Rate Relief Law Of 1997. 
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CONFIDENTIAL 
STATEMENT OF FACTS 

BlueStar has no affiliated companies that are involved in the generation, transmission, 

distribution, sale or purchase of retail electricity. The FERC has previously granted BlueStar power 

marketer status and has approved BlueStar‘s market rate tariff on file under docket number ER 04- 

00426. In addition, approval of BlueStar’s application for membership in PJM is pending. Bluestar 

currently provides energy solutions, including billing and rate analysis services, to commercial and 

industrial customers in the ComEd service territory. 

As BlueStar neither owns nor is affiliated with any generation or distribution assets, BlueStar 

will procure electricity as needed to serve its customer load from the open market. This business 

model for electricityprocurement is standard in the Illinois market, and is wholly consistent with the 

approach successfully utilized by, among others, AmerenCILCO, in servicing commercial and 

industrial retail customers operating behind the ComEd franchise territory. 

Upon being granted certification, BlueStar will enter into firm forward contracts (with 

liquidated damages) with a counterparty supplier such as Exelon Generation Co., LLC (hereafter 

“ExGen”) for delivery of electricity “into” the Northern Illinois Hub (formerly known as the ComEd 

interconnected transmission network). BlueStar intends to purchase at least 65% of its annual 

electricity load from ExGen. In other words, ExGen will deliver electricity, on a firm basis, directly 

into the service area of Bluestar’s load. Because of the costs typically involved in wheeling 

electricity from outside of the Northern IIlinois Hub, and because of the congestion risk, it is 

common practice in the industry for suppliers to purchase, or source, the electricity that it will deliver 
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CONFIDENTIAL 
for ComEd retail load from generation sources already located behind the ComEd territory. There is 

sufficient capacity available to service the Northern Illinois Hub. 

For example, ExGen will provide a contract path to BlueStar, in which BlueStar will 

incorporate into an hourly schedule for ComEd load behind PJM according the predetermined retail 

load forecast. On areal-time basis, ComEd will then be responsible for the distribution of energy to 

B1ueSta.r’~ retail customer. 

ComEd, as distribution operator for the service territory in which BlueStar’s customers are 

located, ultimately controls distribution to meet real-time load demands. As evidenced by 

interconnection agreements, PJM, as system operator, maintains discretion on generation dispatch 

necessary to meet real time load requirements. Ultimately, electricity follows the path of least 

resistance, but as system operator, PJM plays a significant role in monitoring and channeling the 

flow. Neither BlueStar nor any other ARES will play any part in the actual delivery of electricity to 

meet instantaneous retail load requirements. 

BlueStar will be able to easily track energy sources and associated volumes for the delivered 

electricitywhich will in turn allow BlueStar to maintain detailed records identifylng the source ofthe 

electricity sold to its customers. 

Legal Standards 

The Commission has repeatedly focused upon the analytical requirements articulated in 

Local Union Nos. 15, 51 and 702, International Brotherhood of Electrical Workers v. Illinois 

Commerce Commission, 265 I11.Dec. 302 (5  Dist. 2002) case in determining whether the reciprocity 

requirements have been met. Specifically, the following three questions must be answered: 

i h .  
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CONFl DENTI At 
(1) Does the Applicant, its corporate affiliates, or that applicant’s principal source of 

electricity own or control facilities, for public use, for the transmission or distribution of electricity to 

end users within a defined geographic area to which electric power and energy can be physically and 

economically delivered by the electric utility in whose service area the proposed served will he 

offered; 

(2) Does the applicant, its corporate affiliates, or principal source of electricity, as the case 

may be, provide delivery services to the electric utility or utilities in whose service area or areas the 

proposed service will be offered that are reasonably comparable to those offered by the electric 

utility; and 

(3) Does the applicant certify that it will remain in compliance? 

In order to assist the Commission in making this determination, BlueStar will address each question 

in order. As will be shown, Bluestar’s application should not be denied for any reciprocity-related 

issues. 

(1) Bluestar’s anticipated principal source of electricity owns or controls transmission 
and distribution facilities, for the public use, in the ComEd service territory. 

As explained in the accompanying testimony of Mr. Robert Ferlmann, BlueStar anticipates 

purchasing at least 65% of its electricity supply from ExGen. ExGen’s corporate affiliate ComEd 

owns the transmission facilities and owns, manages, and controls the electric distribution facilities 

for all retail customers in its franchise service territory. Since FERC Order 888, Bluestar’s 

transmission reservation positions will be as firm as those ofthe native utility, ComEd. As explained 

by Mr. Ferlmann, BlueStar anticipates that electricity will come from ExGen’s sources already 

situated behind the ComEd service territory, in order to reduce costs associated with wheeling and 
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CONFl OENTl At 
congestion risks. 

It is Bluestar’s position that its commitment to procure at least 65% of its electricity from 

ExGen, taken with the foregoing analysis, satisfies the first test as established by the IBEWcourt. 

(2) Bluestar’s principal source of electricity provides deliverv services reasonably 
comparable to those of ComEd 

The Commission can easily determine that Bluestar’s principal source of electricity ExGen, 

meets the “delivery services” aspect of the reciprocity requirement, as ExGen’s corporate affiliates 

provide delivery services that are at least “reasonably comparable’’ to delivery services offered by 

electric utilities in Illinois. ExGen’s affiliate, ComEd, is an Illinois utility that provides delivery 

services pursuant to the Illinois Public Utilities Act using rules, regulations and tariffs established by 

this Commission’s order in Docket 0 1-0423. Therefore, the delivery services provided by affiliates 

of Bluestar’s principal source of electricity are not merely reasonably comparable to those of 

ComEd, but are in fact the same, as BlueStar only seeks certification in the ComEd service territory. 

(3) BlueStar certifies that it will remain in compliance 

Finally, Mr. Ferlmann’s testimony verifies that BlueStar will diligently maintain its 

compliance with all reciprocity requirements. BlueStar will capture the necessary information 

associated with its electricity transactions for inclusion in subsequent Certification filings that will 

allow for the Commission to complete its necessary analysis to confirm continued compliance. 

Bluestar’s principal source of electricity could not unreasonably harm Illinois utilities 

BlueStar believes that showing that an affiliate of ComEd will be its primary source of 

electricity is conclusive evidence that the reciprocity requirement has been met. BlueStar will 

receive power from an affiliate of an Illinois public utility generated by power plants located in 

Illinois. Moreover, BlueStar is requesting authority to provide ARES service only in the service 



CONFIDENTIAL 
territory of ComEd. Thus, the purpose of the reciprocityrequirement appears to have been met by 

the mere fact that BlueStar will use a ComEd affiliate as its primary supplier. 

In this case, those goals are met because Bluestar’s principal source of electricity is an 

affiliate of an Illinois utility and the generating plants that will most likely be used to supply power to 

BlueStar are located in Illinois and owned or controlled by an affiliate of the Illinois utility. 

Therefore, granting BlueStar an ARES certificate will enhance the attractiveness of the investment in 

the Illinois generating plants. BlueStar cannot be said to be attempting to “take unreasonable 

advantage of the investments made by the formerly regulated industry.” 

As the Commission wrote in its Proposed Order dated June 23,2004, in Local Unions 12,51, 

and 702, International Brotherhood of Electrical Workers v. Ameren Energy Marketing Company, 

03-0780, the reciprocity clause was designed to protect Illinois utilities from unreasonable 

competition by out of state utilities and affiliates. The Commission held that “Illinois utilities could 

not be unreasonably harmed by the granting of an ARES certificate to an affiliate of Illinois electric 

utilities.” In the instant case, the same logic holds true for an unaffiliated applicant (Bluestar) whose 

principal source o f  electricity (ExGen) is an affiliate of an Illinois electric utility (ComEd). 

Policy considerations weigh heavily in favor of Bluestar’s certification 

In addition to the IBEW analysis, BlueStar believes that a review of the policy behind the 

deregulation act demonstrates strong arguments in favor of granting ARES certification to Bluestar. 

The attached testimony of Mr. Emmit George, former ComEd Vice-president ofRegulatory Affairs, 

and a former Commissioner on the Iowa Public Utilities Board, articulates the role that a smaller, 

independent power marketer such as BlueStar was envisioned to play in the deregulated Illinois 

market. 

6 



CON FlDENTl AL 
The primary goal of deregulation was to encourage competition in electric markets. The 

assumption was that competition would drive down wholesale and retail electricity prices from a 

monopoly price to a market-based price. After a transition period through December 2006, during 

which regulated utilities could recover capital invested prior to deregulation, and markets could 

develop and mature, competition would tend to drive the generation price closer to cost. Although 

BlueStar Energy does not own generation, the company will buy generation wholesale, at 

competitive prices, and sell to its retail customers. BlueStar will rely on its expertise and skill in 

reselling electricity and related services to its retail customers, thus realizing the goals envisioned by 

the Legislature, as reflected in 220 ILCS 5/16-101A (Legislative findings). 

Utility companies traditionally determine services through traditional rate cases, in which rate 

design and tariff rates are developed for classes of customers. The traditional process did not leave 

much room for flexibility to address the needs of individual customers or small goups of customers. 

The inflexibility in the way utilities have done business historically created a need for businesses 

like BlueStar, which deciphers the complicated, published tariffs for its customers who cannot 

afford, or choose not hire, energy procurement expertise. 

Conclusion 

In its April 21, 2004, Order denying The Lower Electric, LLC’s petition for ARES 

certification, the Commission explicitly acknowledged that it “believes that power marketers . . . 

plausibly fit into the ARES certification process as envisioned by the IBEW court.” (04-01 18). 

BlueStar, as an applicant power marketer, has addressed the specific questions that it envisions the 

Commission will raise in analyzing Bluestar’s petition, and believes that it fully complies with 

reciprocity requirements. In the event that the Commission requires additional information in order 
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CON FI DENTI A L 
to determine whether BlueStar fits within the role that the Commission envisions for power 

marketers, BlueStar seeks specific guidance from the Commission. 
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Please state your name and position at BlueStar Energy Services, Inc. 

My name is Robert G. Ferlmann. I am the Vice President of Energy Supply for BlueStar 

Energy Services, Inc. (hereinafter, “Bluestar”). 

What is the purpose of your testimony? 

My testimony will provide an overview of Bluestar, its proposed electricity procurement 

practices, and its compliance with the three conditions outlined in Local Union Nos. 15, 

51 and 702, IBEW v. Illinois Commerce Commission, as subsequently interpreted by the 

Commission. 

Please describe your relative industry experience. 

Prior to my current position at BlueStar Energy Services, Inc., I was Vice President of 

Electric Trading and Unregulated Electric Retail at AmerenCILCO. During the time 

period September 1996 through December 2003, I managed all aspects of the electric 

trading functions necessary to meet native load requirements and optimize the generation 

assets. Additionally, I managed the electric supply requirements needed to serve 

CILCO’s retail load behind Commonwealth Edison, Illinois Power, and CIPS from 

October 1999 -December 2003. 

Does BlueStar have any affiliated entities? 

Bluestar’s only affiliate is UtiliQuote.com, Inc. UtiliQuote is an Illinois corporation that 

brokers electricity for large commercial, industrial and governmental entities. UtiliQuote 

does not take title to electricity and does not act as a billing agent for these retail entities. 

Both BlueStar and UtiliQuote are Illinois corporations based in Chicago. Furthermore, 

BlueStar has no affiliated companies in Illinois or anywhere else in the United States that 

are involved in the generation, distribution, sale or purchase of retail electricity. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Does BlueStar own any transmission, distribution, or generation assets? 

While BlueStar does not own any transmission or distribution lines, or any generation 

assets, it has received power marketer status kom the FERC and has a market rate tariff 

on file (Docket # ER04-426-000). Accordingly, it has the authority to enter into 

contractual arrangements for generation capacity, energy, and transmission. Since FERC 

Order 888, Bluestar’s transmission reservation positions will be as firm as those of the 

native utility. BlueStar also has completed the necessary requirements for PJM 

membership to support its business activity behind ComEd. 

How does BlueStar propose to acquire the electricity that it will sell to its retail 

customers? 

BlueStar will procure electricity needed to serve retail load on the open market at the 

Northern Illinois market hub. 

Specifically, how does the open market model work? 

Upon being granted certification, BlueStar will enter into firm forward contracts with a 

counterparty supplier to deliver electricity into the ComEd interconnected transmission 

network (now referred to as the Northern Illinois Hub). 

Who are the counterparty suppliers? 

While there are many, BlueStar specifically intends on entering into service agreements 

with, among others, Exelon Generation Company, LLC (hereafter, “ExGen”). 

Who will deliver the electricity to Bluestar’s customers? 

The counterparty supplier (for example, Exelon Generation) will deliver electricity, on a 

firm basis, at the Northern Illinois Hub, which covers the service area of BlueStar’s load. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

It will continue to be the responsibility of the incumbent Utility (in this case ComEd) to 

actually deliver electricity to Bluestar’s retail customers. 

Where will this electricity come from? 

Because of the cost typically involved in wheeling electricity from outside of the 

Northern Illinois (ComEd) delivery hub, as well as the congestion risk, it is common 

practice in the industry for suppliers to purchase or SOUTCC the electricity that it will 

deliver for ComEd retail load from generation sources already located behind the 

franchise territory or from neighboring systems. I anticipate that greater than 65%, if not 

all, of the electricity that Bluestar purchases will come from ExGen. 

Does any other ARES procure electricity for its customers on the open market? 

Yes,  the BlucStar Energy business model is common in the Illinois retail market. This 

approach has been successfully utilized by numerous ARES, including AmerenCILCO, 

in servicing commercial and industrial retail customers behind the ComEd franchse 

territory. 

Why is this a common practice? 

This model is commonplace because it is generally the most economical and because 

generation capacity in the ComEd tcmtory is readily available. This model thus reduces 

or even eliminates costs associated with wheeling and congestion risk and optimizes the 

abundant capacity already available behind the ComEd territory. 

Does BlneStar know its principal source of electricity (as defined by § 16-115(d)(5))? 

Given the electricity supply model described above, Bluestar can not know its principal 

supply source with certainty, but BlucStar does commit to obtain 65% or more of the 

capacity and energy from ExGcn. 
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4. 

P. 

4. 

Does BlueStar’s potential principal source of electricity own or control facilities, for 

public use, for the transmission or distribution of electricity to end users within a 

defined geographic area to which electric power and energy can be physically and 

economically delivered by ComEd? 

Yes, ExGen meets this requirement. ExGen’s parent company, Exelon Corporation 

(“Exelon”) owns or controls, within their corporate umbrella, facilities for the 

transmission and distribution of electricity for the public use to end users. ExGen’s 

affiliate ComEd owns the transmission facilities and owns, manages, and controls the 

electric distribution facilities for all retail customers in its kanchise service temtory. 

Does Bluestar’s principal source of electricity provide delivery services (as defined 

by 220 ILCS 5/16-102) that are reasonably comparable to those offered by ComEd? 

Yes. ExGen is a subsidiary of Exelon, which is a registered public utility holding 

company. Exelon is also the parent company of Commonwealth Edison Company 

(ComEd) which provides electric service to northern Illinois and PECO Energy Company 

(PECO), which provides electric service in southeastern Pennsylvania, a state that has 

electric choice. 

The Commission can easily determine that Bluestar’s principal source of electricity 

ExGen, meets the “delivery services” aspect of the reciprocity requirement, as ExGen’s 

corporate affiliates provide delivery services that are at least “reasonably comparable” to 

delivery services offered by electric utilities in Illinois. ExGen’s affiliate, ComEd, is an 

Illinois utility that provides delivery services pursuant to the Illinois Public Utilities Act 

using rules, regulations and tariffs established by this Commission’s order in Docket 01- 

0423. Therefore, the delivery services provided by affiliates of Bluestar’s principal 
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source of electricity are not merely reasonably comparable to those of ComEd, but are in 

fact the same. 

How will the Commission be able to verify Bluestar’s principal source of 

electricity’s compliance with the reciprocity requirements as articulated in Local 

Union Nos. 15, 51 and 702, IBEW v. Illinois Commerce Commission, 265 I1I.Dec. 302 

(5‘h Dist. 2002) and its progeny? 

ExGen is an affiliate of ComEd, an Illinois utility. The Illinois Commerce Cornmission 

has jurisdiction over utilities such as ComEd, and will be aware of any changes to 

ExGen’s relationship to ComEd. 

Does BlueStar certify that it will remain in compliance with the requirements of 5 

16-1 15(d)(5)? 

Yes, BlueStar certifies that it will remain in compliance. BlueStar will compile data to 

capture the electricity transactions and incorporate these results in subsequent yearly 

filings. 
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Q. 

4. 

Q. 

4. 

a. 
4. 

2. 

4. 

State your name and occupation? 

E m i t  J. George, Jr. I am an attorney and regulatory consultant. I am an attorney 

engaged in utility regulation and energy practice. I am of counsel to the Des Moines, IA 

law firm of Panish Kruidenier Moss Dum Boles Gribble & Cook, L.L.P. I am a 

regulatory consultant to entities in the Illinois electricity market. Previously I was 

ComEd’s Regulatory Affairs Vice President. In addition, I am a former Commissioner 

on the Iowa Utilities Board, where I had regulatory oversight in energy, telecom, and 

other regulated industries. During that time I served in leadership roles on the NARUC 

Electricity Committee during the policy debate on electric restructure. 

What is your affiliation with BlueStar Energy Services, Inc.? 

I am regulatory consultant for BlueStar and its affiliate UtiliQuote.com, Inc. I also am a 

member of BlueStar’s advisory board. 

What is your testimony covering? 

My testimony will cover the intent of the Illinois Restructuring Legislation (HB362), the 

trends in electricity prices following restructure, and the reciprocity issue raised by IBEW 

v. Illinois Commerce Commission, 265 I11.Dec. 302 (5“ Dist. 2002) as they relate to the 

application of BlueStar for ARES certification. 

What was the goal of the Illinois legislature in amending the Illinois Public Utilities 

Act? 

The primary goal was to encourage competition in electric markets. The assumption was 

that competition would drive down wholesale and retail electricity prices from a 

monopoly price to a market-based price. After a transition period through December 

2006, during which regulated utilities could recover capital invested prior to deregulation, 
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and markets could develop and mature, competition would tend to drive the generation 

price closer to cost. 

How does a company like BlueStar fit into the electricity market in Illinois? 

Although BlueStar does not own generation, the company proposes to buy electricity 

wholesale, at competitive prices, and sell to retail customers, in competition with other 

suppliers. BlueStar will rely on its expertise and skill in reselling electricity and related 

services to its retail customers. 

Aren't these services provided historically by regulated utilities? 

No. Utility companies traditionally determine services through rate cases, in which rate 

design and tariff rates are developed for classes of customers. The traditional process did 

not leave much room for flexibility to address the needs of individual customers or small 

groups of customers. The inflexibility in the way utilities have done business historically 

has always left room for businesses like Bluestar, which deciphers the complicated, 

published tariffs and manages energy matters for customers who cannot afford, or choose 

not hire, energy expertise. 

Are companies such as BlueStar important to the electric markets in Illinois? 

BlueStar and similar companies are important to the development of an efficient market. 

Economists suggest it takes many sellers to make markets efficient, and avoid the abuse 

of market power by a few suppliers.' 

Does ZBEW v. Illinois Commerce Commission preclude the certification of BlueStar 

as an ARES? 

"Horizontal Market Power in Restructured Electricity Markets", Office of Economic, Electricity and Natural Gas I 

Analysis, Office of Policy, US Department of Energy, March 2000. 
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A. 

P. 

A. 

A. 

Q. 

A. 

No. ARES such as BlueStar Energy can comply with 16-115(d) (5) of the Customer 

Choice Law. In its Order in Docket No. 04-01 18, The Lower Electric, LLC Application 

for Certificate of Service Authority under Section 16-1 15 of the Public Utilities Act, the 

Commission states that it “believes power marketers . . . plausibly fit into the ARES 

certification process as envisioned by the IBEW court.” Thus, the Commission has 

specifically contemplated the role of an entity like BlueStar Energy. 

How does BlueStar comply with 16-115(d)(5) of the Customer Choice Law as 

interpreted by IBEW v. Illinois Commerce Conmission? 

As more fully explained in the testimony of Robert Ferlmann, and in the attached 

Memorandum, BlueStar neither owns nor is affiliated with an entity owning generation or 

distribution assets, and will therefore procure electricity as needed to serve its customer 

load from the open market. 

Instead, BlueStar will use a principal source of electricity that is an affiliate of an Illinois 

utility. As a result, BlueStar will in no way take unreasonable advantage of investments 

made by incumbent Illinois utilities, thus satisfying the purpose of 16-115(d)(5), as 

articulated by the Commission in the proposed order dated June 23, 2004, in Local 

Unions 15, 51, and 702, International Brotherhood of Electrical Workers v. Ameren 

Energy Marketing Company, 03-0780. 

What conclusions would you draw from your testimony? 

I would conclude that the Commission should grant BlueStar certification as an ARES. 

BlueStar has complied with the letter and intent of the Illinois Electric Service Customer 

Choice and Rate Relief Law of 1997. BlueStar is not barred by the reciprocity 

requirements as interpreted by IBEWv. Illinois Commerce Commission. 
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Bluestar’s participation in the market as an ARES will increased the number of suppliers, 

and further the development of an efficient electricity market. 
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PARRISH KRUIDENIER MOSS DUNN BOLES GRIBBLE & COOK, L.L.P. 

Mr. George is of counsel to the Des Moines, IA law firm, and practices law in the 
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EXELON CORPORATION 2000-2001 

Exelon Corporation is the parent company of ComEd and PECO Energy, electric 
utilities in Chicago and Philadelphia. 

Vice President Public Policy 

Represented the federal government affairs group within the business units 
in Chicago and Philadelphia. 

Organized Exelon Public Policy Council for development of regulatory policy 
and business unit review of external policy. 

Coordinated merger of the PECO and ComEd political action committees, 
and the organization and development of Exelon PAC (political action 
committee). 

COMED 1999-2000 

ComEd serves 3.5 million electricity customers in Chicago and the northern third 
of Illinois. 

Regulatory Affairs Vice President 1999-2000 

Directed state regulatory affairs group, which was responsible for 
communicating and reporting to state regulatory agencies. 

IOWA UTILITIES BOARD 1991 -1999 

Member of the Iowa Utilities Board, a three-member regulatory agency. The 
Board regulates energy, telecommunications and privately-owned water 
companies. Additionally, the board reviews and approves siting proposals for 
transmission lines and generation facilities. 



Mr. George participated in development of electricity policy as a member of the 
National Association of Regulatory Utility Commissioners Electricity Committee 
and sub-committees. 

Additionally, Mr. George has testified before Congress on regulatory issues as 
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General law practice, in Iowa City, Iowa. 
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University of Iowa, JD 1974 
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