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Now come Constellation Energy Commodities Group, Inc. (“CCG”) and 

Constellation NewEnergy, Inc. (“CNE”) (collectively, “Constellation”) and, pursuant to 

Section 16-111.5 of the Public Utilities Act, submit these comments in the above-

captioned proceeding. In support thereof, Constellation states as follows:  

On September 3, 2008, the Illinois Power Agency (“IPA”) filed with the Illinois 

Commerce Commission a petition for approval of its procurement plan (“Plan”) for the 

generation supply for Commonwealth Edison Company and Central Illinois Light 

Company d/b/a AmerenCIPS, Central Illinois Public Service Company d/b/a 

AmerenCIPS, and Illinois Power Company d/b/a AmerenIP (collectively, “the Ameren 

utilities”) for retail customers being served by the utilities beginning in June 2010, as 

required by 220 ILCS 5/16-111.5(d)(2).  

Background 
CNE provides electricity and energy-related services to retail customers in Illinois 

as well as in 15 other states, the District of Columbia and two Canadian provinces, and 

serves over 15,000 megawatts of load and over 10,000 customers.  CNE’s experience in 

the competitive energy markets, outstanding customer service, customized products and 



  
 

solutions and the strong values behind our business make us North America's leading 

competitive energy supplier.  CNE was originally formed in 1995 to serve customers in 

the then-emerging competitive electricity market.  CNE has been in the business since the 

advent of electric industry restructuring and today have teams of energy experts in each 

of our local markets.   

CNE holds a certificate as an alternative retail electric supplier (“ARES”) from 

the Illinois Commerce Commission (the “Commission”) to engage in the competitive sale 

of electric service to retail customers in Illinois.  Since the introduction of customer 

choice in the Illinois electric industry in 1999, CNE has actively participated in nearly 

every regulatory proceeding before the Commission involving electric industry 

restructuring and has served as an advocate for fair and competitive open markets that are 

designed to provide customers with an array of competitive options.   

Constellation Energy Commodities Group, Inc. (“CCG”) is a power marketer 

authorized by the Federal Energy Regulatory Commission to sell energy and capacity and 

certain ancillary services at market-based rates.  CCG focuses on serving the needs of 

distribution utilities, co-ops and municipalities that competitively source their load 

requirements.  CCG also sells natural gas and other commodities at wholesale, both in the 

United States and abroad, and holds interests in exploration and production companies.  

CCG does not own any physical assets for the generation, transmission, or distribution of 

electric power and has no retail electric customers or service territories.  However, CCG 

bids energy, capacity and ancillary services on behalf of generation-owning affiliates into 

the markets administrated by PJM Interconnection, L.L.C. and the Midwest Independent 

Transmission System Operator, Inc.   
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CCG has participated in the competitive procurement processes under which 

contracts for the electric power and energy needs of Ameren and ComEd in the post-

transition period were bid and awarded.  In the 2006 auction process, CCG was awarded 

certain tranches in the ComEd and Ameren auctions.  In the 2008 competitive 

procurement process, CCG was an active participant in the Commission proceedings that 

resulted in the adoption of the utility procurement plans as well as all of the related 

activities conducted by the Procurement Administrators leading up to each of the five 

procurement events that preceded this initial IPA Plan.  CCG submitted bids in each of 

the five procurement events, and was one of the winning bidders in four of those events. 

Recommendations 
Constellation commends the IPA for its initial Plan.  Within a very short time 

frame and with limited resources, the IPA has crafted a thoughtful, well-developed plan 

for the procurement of electric power and energy supply and renewable energy, pursuant 

to the Illinois Power Agency Act, 220 ILCS 5/16-111.5.  Based on Constellation’s 

experiences in procurement events in Illinois and elsewhere, as well as its expertise over 

the years in the competitive retail marketplaces in Illinois and other jurisdictions, 

Constellation offers the following comments and recommendations for refinements to the 

Plan: 

Reduce Amount Of Time Between Bids and Contract Execution 

Constellation applauds the IPA for recognizing the risks incumbent in including 

the full period of four (4) business days for review of the bids submitted following a 

procurement event as permitted under the Act, with two (2) days for the Procurement 

Administrators/Monitors to submit confidential reports to the Commission, and two (2) 
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days after receipt of the confidential reports for the Commission to review and consider 

the reports and render a decision on the results of the competitive solicitations.  Plan, pp. 

15-16; 220 ILCS 5/16-111.5(f), (g).  To mitigate the risk, the IPA appropriately 

recommends that reviews be “abbreviated and automated”, thus allowing approval of bids 

to occur on the same day they are submitted.  Plan, p. 16.   

As recognized by the IPA, the longer that bids must remain open, the greater the 

likelihood that consumers will ultimately be economically harmed.  While bids are held, 

bidders retain the risk that market prices will change suddenly or unexpectedly.  This risk 

is particularly important in procurement events involving Block Energy Products, given 

the volatility in today’s market.  Potential suppliers have to incorporate such risks in their 

bids to account for this time lag, which will necessarily translate into bid prices.  

Conversely, decreasing the length of time between submission of the bid and ultimate 

contract execution decreases the risk that suppliers bear, which would likely lead to lower 

overall bid prices.  Such a result is consistent with the legislative mandate that:  

The Commission shall approve the procurement plan if the Commission 
determines that it will ensure adequate, reliable, affordable, efficient, and 
environmentally sustainable electric service at the lowest total cost over 
time, taking into account any benefits of price stability.1  

Given that the Block Energy Products are standard wholesale energy products, the review 

of these bids should be relatively straightforward, and should not require additional 

review time.  Consequently, the presumptive winning bidders should be notified as soon 

as possible following the conclusion of the procurement event, with confirms to follow 

upon Commission approval. 

                                                 
1 220 ILCS 5/16-111.5(d)(3) (emphasis added).   
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In addition to expediting the review period, Constellation recommends further 

reducing risk by shortening the window of time between approval of the results of the 

competitive procurements by the Commission and execution of contracts with winning 

suppliers by the utilities.  Under the Act, the utility shall enter into binding contractual 

arrangements with the winning suppliers within three (3) business days after the ICC 

decision.  220 ILCS 5/16-111.5(f), (g).  However, given the presumption that the specific 

contract terms will be well known to bidders in advance of their bid submission and that 

all involved parties will be aware of the date on which the Commission will provide its 

determination regarding the results of the competitive procurement, Constellation is not 

aware of any reason that the parties should not be able to be execute the required 

contracts within one business day of Commission approval.   

Retain Flexibility In Procurement Approach 

The Plan recommends a laddered procurement strategy for the competitive 

procurements, in which 35% of projected energy needs are procured two years in advance 

of the year of delivery, 35% of projected energy needs are procured one year in advance 

of the year of delivery, and 30% of projected energy needs are procured in the year in 

which power is to be delivered.  Plan, pp. i, 22, 29-30.   

Constellation appreciates the IPA’s desire to utilize the “dollar-cost averaging” 

methodology for energy needs in this initial Plan, but encourages the IPA to obtain 

products in such a manner that it retains the flexibility to evaluate and procure the full 

complement of energy products in future years, including a full requirements product.  

Constellation is concerned that by charting a course for a laddered procurement strategy 
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that utilizes standard wholesale block products, it will be difficult or more challenging to 

alter the product mix and move to a more traditional full requirements contract product.      

Procuring full requirements contracts achieves several benefits.  First, a full 

requirements procurement structure relieves the IPA from active portfolio management 

responsibility, and instead places the planning responsibility into the hands of the 

winning full requirements suppliers, who have extensive experience in managing 

portfolios.  In doing so, full requirements procurement demands far less regulatory 

involvement in evaluating the specifics of a procurement plan to assess whether the IPA 

is buying the “right” products, in the “right” amounts, and at the “right” times, than 

would an approach for Block Energy Products.  Second, this approach yields the lowest 

fixed price at which these customers can be served, so it provides a fully competitive 

price while at the same time minimizing short term price volatility and insulating 

customers from other risks that would be borne by the full requirements suppliers.  Third, 

it will continue to offer an efficient way to bring the benefits of wholesale competition to 

residential and small commercial customers that do not select alternative retail electric 

suppliers.   

Accordingly, Constellation recommends that the IPA consider alternative 

percentages or contract duration other than those that are set forth in the Plan, such that if 

full requirements products were found to be a preferred alternative for any future 

procurements, the IPA would retain the flexibility to make such adjustment. 

Provide Sufficient Advance Notice To Potential Bidders

The Plan proposes to link a portion of the procurement purchases to market price 

triggers, purchasing higher or lower volumes based on market conditions.  Plan, p. 22.  It 
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is unclear whether the market triggers would themselves trigger a procurement event, or 

whether the market triggers would instead lead to a potential adjustment in the volume of 

energy to be procured during a regularly scheduled procurement event.  In order to attract 

the greatest number of potential bidders, Constellation recommends that procurement 

events themselves not be held on less than 30 days’ notice.  In addition, prospective 

bidders must be able to calculate their own risks, meaning that the volume of the 

particular product(s) to be procured must be set well in advance of bid submission. 

Need For Clarity Regarding Contract Terms 

The Plan indicates that the contracts entered into as a result of the competitive 

procurements shall be either an International Swaps and Derivatives Association (ISDA) 

agreement for financial instruments or an Edison Electric Institute (EEI) agreement for 

physical products.  Plan, p. 14.  These are certainly well-recognized and often-utilized 

agreements in the industry, and are appropriate for the competitive procurements 

contemplated.  However, even these “standard” ISDA and EEI agreements themselves 

contain a variety of optional terms and conditions, such as those relating to credit 

requirements.  It is therefore important that the master supply agreements be discussed 

and finalized well in advance of any procurement event.  This process should include 

meaningful opportunities for sellers to participate in crafting the contracts that are 

ultimately used. 

Although the Plan was not designed to and does not include the specific processes 

or procurement contracts to be used, it bears noting that future procurement events can 

benefit from standardization between competitive procurements made on behalf of 

ComEd and the Ameren utilities in several areas.  Where differences and/or redundancies 
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occur between the ComEd and Ameren documents and processes, those place greater 

administrative burdens on potential bidders, without aiding the efficiency of the 

procurement events or their ultimate results. 

As the IPA moves forward in the procurement process, the below list identifies the 

requirements, documents and processes that Constellation believes should be identical for 

future procurement events, to the greatest extent possible.   

• Confirms & Contracts – Contracts for same products should be identical, such as 
those for RECs.  Contracts for different products should include the same 
provisions to the extent possible;     

• Prequalification Requirements; 

• Pre-Bid Letter of Credit (“LoC”) – Ideally, prospective bidders should be 
required to fill out only one pre-bid LoC, which would be used for each 
procurement event in which they were bidding; 

• Post-Bid LoC – As with the pre-bid LoC, one post-bid LoC should be used for a 
single bidder for all procurement events; 

• Bid Form; 

• Bid Submission process; and  

• Bidder Training – Standardizing of the above should ideally lead to the situation 
in which a prospective bidder need only attend one bidder training session. 

Conclusion 

Constellation recommends that the IPA procurement process be modified as 

described herein, and that future procurement activities by the IPA reflect these 

refinements, as well.  
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Respectfully Submitted,  

  CONSTELLATION ENERGY COMMODITIES GROUP, INC. 
CONSTELLATION NEWENERGY, INC.  

 
 

   
 
   

Cynthia A. Fonner 
  Senior Counsel 
  Constellation Energy Group, Inc. 
  550 West Washington Blvd., Suite 300 

Chicago, IL 60661 
312.704.8518 (p) 
Cynthia.a.fonner@constellation.com
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