
ATTACHMENT C 

Reciprocity - Certification of Compliance with Section 16-1 15(d)(5) 

This attachment provides the basis for WPS-ESl's certification that it 

complies with the requirements of Section 16-1 15(d)(5) of the Public Utilities Act 

(220 ILCS 5/16-I 15(d)(5)). This compliance is based on the fact that electric 

power and energy can be "physically and economically delivered to the service 

areas of WPS-ESI utility affiliates by the Illinois utilities and that delivery services, 

reasonably comparable to the those offered by the Illinois utilities, are offered to 

the Illinois utilities in the service area of Applicant and/or its affiliates. 

Backqround 

Section 16-1 15(d)(5) describes the reciprocal service that must be 

provided in the case where the applicant, its corporate affiliate, or its principal 

source of electricity owns or controls electric transmission or distribution facilities. 

The reciprocity requirements were further defined in Local Union Nos 15. 51, and 

702 International Brotherhood of Electrical Workers v. Illinois Commerce 

Commission, 331 111 App 3d 607,772 N.E. 2nd 340, 265 111. Dec. 302 (5'h Circuit 

2002), where the Court determined the proper construction of the provision is to 

find that an applicant meets the requirements, if it satisfies a three-pronged test. 

"The Commission shall grant the application for a certificate of 

service authority if it [finds]*** 

*** 

(5) That on condition that (1) the applicant, its corporate affiliates[,] 

or the applicant's principal source of electricity (to the extent such 

source is known at the time of the application) owns or controls 
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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 or utilities in whose service area or 

areas the proposed service will be offered, (2) the applicant, its 

corporate affiliates[,] or principal source of electricity, as the case 

may be, provides 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 provided further, that (3) the applicant agrees to certify 

annually to the Commission that it is continuing to provide such 

delivery services and that it has not knowingly assisted any person 

or entity to avoid the requirements of this Section***.” Local 

Unions, 31 1 111 App.3d 607,610; 772 NYE2nd 340, 342. 

To begin the analysis, we note that the requirements are to apply either to the 

applicant, its corporate affiliates, or its principle source of electricity (to the extent 

that it is known at the time of the application). WPS-ESI, does not contemplate 

buying the majority of its energy from one principle source, defined in the Act to 

be a single source providing greater than 65% of its total energy requirements. 

Instead, WPS-ESI will be sourcing its energy for participation in the Illinois 

market from a variety of PJM Interconnection (“PJM”) commercial nodes as a 

current PJM Market Participant and through various other bilateral arrangements. 

In addition, WPS ESI does not directly own or control facilities for public use that 
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are for the transmission or distribution of electric power to end use customers. 

Thus, the discussion that follows will center on the corporate affiliates of WPS 

ESI. 

WPS -ESI satisfies the first requirement of the test. 

The first criterion requires the satisfaction of five elements: (a) the 

applicant's corporate affiliate(s) owns or controls facilities, (b) the facilities are for 

public use, (c) the facilities are for the transmission or distribution of electricity to 

end-users, (d) the facilities serve endusers within a defined geographic area and 

(e) electric power and energy can be physically and economically delivered by 

Illinois utilities to the defined geographic area served by the applicant's corporate 

affiliates. 

As previously stated in the application, Wisconsin Public Service 

Corporation (WPSC) and Upper Peninsula Power Company (UPPCO) are 

affiliates of WPS-ESI. Each of these company's satisfies elements (a) through 

(d) above, as each one owns and controls electric transmission and distribution 

facilities for public use and for the transmission or distribution of electricity to end- 

use customers in a defined geographic region. 

Both WPSC and UPPCO own and control electric transmission and 

distribution facilities for public use and for the transmission or distribution of 

electricity to end-use customers in Michigan. In addition, WPSC owns and 

controls electric transmission and distribution facilities for public use and for 

delivery of electricity to end-use customers in Wisconsin. 
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Section 16-1 15(d)(5) further requires that if the applicant owns or controls 

facilities, for public use, for the transmission or distribution of electricity to end- 

users within a defined geographic area, electric power and energy needs to be 

physically and economically deliverable by the electric utillty or utilities in 

whose service area or areas the proposed service will be offered. (This 

requirement is referred to as element (e) above.) The introduction of the Midwest 

IS0 (MISO) Day I I  on April 1,2005, causes the Applicant to respond differently to 

this requirement then would have previously been the case. Prior to the April 1, 

2005 MISO introduction of Locational Marginal Prices (LMP), the Applicant would 

have been required to demonstrate that the incumbent Illinois utilities, in whose 

service area or areas the proposed service will be offered, had access to 

available transmission capacity to deliver energy to the service area of the 

Applicant and/or its affiliate. It was also required that the Applicant demonstrate 

this access to be provided economically to the Illinois utilities. While the 

requirements have not changed, the demonstration is now much easier. 

With the introduction of LMP, MISO Market Participants have equal 

and open access to purchase power at the same price and at the same pricinq 

- node within the MISO system, which includes all of Michigan. Transmission 

reservations are no longer required and all Load Serving Entities (LSEs), both 

retail and the incumbent utility are required to schedule their requirements with 

the MISO. By virtue of this new market structure literally all who choose to be 

Market Participants have the same economic and physical access to serve retail 

markets in all of Michigan and in all of MISO. 
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Further, the incumbent utilities and their affiliates can readily become 

Market Participants in the MISO, if they have not already done so. The MISO - 

Market Concepts and Study Guide defines a Market Participant to be "an entity 

that (i) has successfully completed the registration process with the Midwest IS0 

and is qualified by the Midwest IS0 as a Market Participant, (ii) is financially 

responsible to the Midwest IS0  for all of its Market Activities and obligations, and 

(iii) has demonstrated the capability to participate in its relevant Market Activities. 

Accordingly WPS ESI satisfies all of the required elements of ((a) through (e)) of 

the first requirement of the reciprocity test, as its corporate affiliates own or 

control facilities for public use for the transmission or distribution of electric power 

to end use customers within a geographic region to which electric power can be 

physically and economically delivered by the Illinois utilities serving the territories 

where the Applicant seeks to serve customers. 

WPS-ESI satisfies the second requirement. 

The second prong of the test requires the applicant to show that its 

corporate affiliates provide delivery services that are reasonably comparable to 

the services offered by the Illinois electric utilities where the applicant seeks to 

serve customers. The state of Michigan opened for retail competition with the 

enactment of PA 141 in June of 2000. Both WPSC and UPPCo provide for retail 

open access delivery services under tariffs approved by the Michigan Public 

Service Commission (MPSC) in Case N0.U-12650. Under these tariffs, 
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Alternative Electric Suppliers (AES), licensed in the state of Michigan, have 

unfettered access to 100% of the electric retail customers in WPSCs and 

UPPCO's service territory in Michigan. 

WPSC and UPPCO have retail open access tariffs by which they provide 

distribution service for customers being served by AES's and provide services to 

AES's in the same manner that the Illinois utilities have retail open access tariffs 

for customers being served by alternative suppliers in Illinois, and ARES'. The 

retail access tariffs for WPSC and UPPCO can be accessed at 

http://www.wisconsinuublicservice.com/news/elecMl/el7.~df and 

http://www.uup~0.com/rates/pdf/600.~df, respectively 

As of December 31,2004 there were 28 licensed AES in the state of 

Michigan serving a total 18,714 customers with an estimated annual load of 13.8 

million MWh'. As of December 31,2004 there were 15 licensed ARES in the 

state of Illinois serving a total of 23,000 customers with an estimated load of 23.5 

million MWh. However of that total, 15.0 million MWh consists of sales by the 

incumbent utilities, either through their own Power Purchaser Option (PPO) 

program or to customers outside their own service territory.* Exelon Energy 

Company, a subsidiary of Exelon Corporation and MidAmerican Energy, a 

subsidiary of MidAmerican Energy Holdings Company received their AES 

licenses in Michigan on 10/06/2002 and 3/29/2004 respectively. The data 

Source: Status of Electric Competition in Michigan, Michigan Public Service Commission, I 

January 31,2005. 

Source: Competition in Illinois Retail Electric Markets in 2004, Illinois Commerce Commission, 2 

April 2005 

Page 6 



ATTACHMENT C 

supports the notion that the services provided by WPS ESl's corporate affiliates 

are reasonably comparable to the services made available by Illinois utilities. 

WPS ESI meets the third requirement. 

The third prong of the three-part test requires that the applicant agree to 

certify annually to the Commission that it, or its corporate affiliates, continue to 

provide such delivery services and that the applicant has not knowingly assisted 

any person or entity to avoid the requirements of Section 16 115(d)(5). WPS ESI 

makes this certification and will continue to do so, once the Certificate of Service 

Authority is granted, so long as it maintains its ARES certification. 

Conclusion 

By satisfying all three requirements of the reciprocity provision as clarified 

by the Court in Local Union Nos. 75, 51 & 702,331 111. App. 3d, WPS ESI 

respectfully certifies its compliance with Section 11 6-15(d) of the Act. 


