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OBJECTION OF THE RETAIL ENERGY SUPPLY ASSOCIATION TO 

THE PROCURMENT PLAN 
  
The Retail Energy Supply Association  (“RESA”) is a non-profit trade association 

of independent corporations that are actively involved in the development of retail and 

wholesale competition in electricity and natural gas markets throughout the United 

States.1  RESA members share the common vision that competitive retail energy markets 

deliver a more efficient, customer-oriented outcome than regulated utility structure.  

RESA is devoted to working with all stakeholders to promote vibrant and sustainable 

competitive retail energy markets for residential, commercial and industrial consumers.   

Several members of RESA have, or soon will be requesting, certificates from this 

Commission under Section 16-115 of the Public Utilities Act to provide electric service 

as Alternative Retail Electric Suppliers. 

                                                 
1  RESA’s members include Commerce Energy, Inc; Consolidated Edison 

Solutions, Inc; Direct Energy Services, LLC; Gexa Energy; Hess Corporation; Integrys 
Energy Services, Inc.; Liberty Power Corp.; Reliant Energy Retail Services, LLC; 
Sempra Energy Solutions; Strategic Energy, LLC; SUEZ Energy Resources NA, Inc. and 
US Energy Savings Corp.  The comments expressed in this filing represent the position 
of RESA as an organization but may not represent the views of any particular member of 
RESA. 
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Given the strict timetable in the Illinois Power Agency Act, these comments will 

be limited to addressing general issues that should underlie any procurement plan for an 

Illinois public utility.  Accordingly, these comments do not address particular 

procurement methods.   Rather, RESA wishes to encourage the company and the 

Commission to evaluate any procurement methodology through the lens of the 

competitive marketplace.  RESA believes that only through market reflective pricing will 

customers receive the price signals that are crucial to forming rational consumption and 

conservation patterns.  RESA provides these comments as a general position regarding 

how the market must be structured in order to achieve the best balance between 

maintaining reliable and rational markets and providing customers with reasonably priced 

electric service that is consistent with their needs and desires. 

 

Issue 1. The Use of Short-Term Contracts 

RESA submits that continued progress toward a competitive electric market is the 

best way to help all consumers cope with rising energy prices. Successful retail 

competition should produce downward pressure on price, increase conservation 

incentives, enhance customer service, improve environmental management and hasten 

the introduction of new, innovative products. Retail energy competition requires that 

default service pricing be properly structured; customers must see a default price that 

reflects the market, otherwise consumers cannot make informed and thoughtful decisions. 

A February, 2006, U.S. Department of Energy report concluded that closely 

aligning the retail price of electricity with its cost of production as it varies over time” 

will enable customers to “assign a value to their consumption of electricity and make a 
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better determination of when to use it.” Illinois’ residential and small and medium sized 

businesses need a default service rate providing better price signals to spur more 

thoughtful efficiency investments and wise energy usage.   

The market is always the relevant measure for energy prices, so it makes sense to 

acquire energy using mechanisms that reflect market prices and to then price energy 

accordingly. Without more market reflective price signals, consumers become less 

concerned about managing their energy usage.  Thus, in order to promote conservation 

effectively, consumers need better price signals.     

The failure of long-term procurement contracts to reflect the wholesale market 

creates inefficiencies in either direction.  In the event that the company’s procurement 

costs are higher than those available in the wholesale market, then customers are harmed 

by having to pay higher prices.  In the event that wholesale market prices rise above the 

locked in utility costs, then competition will not develop.  In essence, long term 

procurement contracts will recreate one of the unintended consequences of the rate freeze 

that Illinois has experienced over the past several years: competition cannot develop in 

the face of artificially lowered prices.  The Illinois electric market would then be 

deprived of alternative providers providing competitively priced energy and innovative 

products designed to meet the supply requirements of individual customers.  Moreover, 

customers would not receive market-reflective price signals that encourage the most 

efficient use of electricity.  Thus, they would have little incentive to invest in energy 

efficient technology or adjust the timing and amount of their usage based on supply costs. 

With one third of the contracts for electric supply expiring in May, 2008, the 

company now has the opportunity to ameliorate some of the adverse consequences of the 
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use of long term contracts from the auction process.  The company should take this 

opportunity to use the short-term contracts in its plan to allow the full default price to 

adjust on a periodic basis (e.g. quarterly).  The Commission should take this opportunity 

to set the stage for implementation of the new Illinois Power Agency Act by encouraging 

a greater mix of market-reflective procurement opportunities that would properly reflect 

the changes in supply costs.   

 

Issue 2.  Riders and Surcharges 

It is RESA’s understanding that costs associated with supply administration (i.e. 

legal and consultant costs, cost of utility personnel who manage the process, and other 

costs associated with managing default service procurement) may be recovered from 

customers in an adjustment charge.  Due to the shortened time frame, RESA has not been 

able to determine the appropriateness of assigning any of those charges to customers and 

whether they are being properly allocated.   If the Commission decides to open hearings 

to investigate the procurement plan, RESA, and other parties, will have a better 

opportunity to question these charges. 

 

CONCLUSION 

RESA believes that the company should establish a procurement mechanism that 

allows the prices it charges its customers to more accurately reflect the market.  While 

most of the company’s supply is already accounted for in the long term contracts entered 

into after the auction process, the company now has the opportunity to price at least a 

portion of the default product in a manner that better reflects the market for electricity.   
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Respectfully submitted, 
Retail Energy Supply Association   

 
 

s/_Stephen J. Moore____________  
by: Stephen J. Moore 

 
 

Stephen J. Moore 
Thomas H. Rowland 
Kevin D. Rhoda  
Rowland & Moore LLP 
200 West Superior Street, Suite 400 
Chicago, Illinois 60610 
(312) 803-1000 (voice) 
(312) 803-0953 (fax) 
steve@telecomreg.com 
tom@telecomreg.com 
krhoda@telecomreg.com 
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