
 
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION     

Illinois Power Agency   )                          
)  No. 08-0519 

Petition for approval of the  ) 
initial power procurement plan )     

JOINT COMMENTS OF THE PEOPLE OF THE STATE OF ILLINOIS, 
THE CITY OF CHICAGO, THE CITIZENS UTILITY BOARD, 

THE ENVIRONMENTAL LAW AND POLICY CENTER, 
THE NATURAL RESOURCES DEFENSE COUNCIL, AND  

THE ENVIRONMENT ILLINOIS RESEARCH AND EDUCATION CENTER  
 ON THE INITIAL POWER PROCUREMENT PLAN PROPOSED BY THE 

ILLINOIS POWER AGENCY  

The People of the State of Illinois, by and through Illinois Attorney General Lisa 

Madigan, the City of Chicago, the Citizens Utility Board, the Environmental Law and 

Policy Center, the Natural Resources Defense Council, and the Environment Illinois 

Research and Education Center file these joint comments on the Illinois Power Agency 

( IPA ) Draft Initial Power Procurement Plan ( Draft Plan ).1    Our comments are 

submitted pursuant to the Administrative Law Judge s procedural rulings on September 

4, 2008.   We recommend modifications to the Draft Plan to better manage price risk, 

load uncertainty, and procurement of renewable energy resources -- to reduce electricity 

costs for customers of Commonwealth Edison Company ( ComEd ) and the Ameren 

Illinois Utilities ( Ameren )(collectively, Utilities ).      

                                                

 

1 All references to the Plan in these comments refer to the Corrected Updated Draft 
Initial Power Procurement Plan filed with the Illinois Commerce Commission ( ICC or 
Commission ) on September 10, 2008. 
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SPONSORS OF THESE COMMENTS

 
The People of the State of Illinois ( People ) appear by and through the Illinois 

Attorney General.   The Attorney General Act sets forth the Attorney General s powers 

and duties to advocate reasonably-priced, adequate, efficient, reliable and 

environmentally safe electric utility services on behalf of the People.  15 ILCS 

205/6.5(a). 

The City of Chicago is a municipal corporation located in Cook County, Illinois, 

with home rule authority under the 1970 Illinois Constitution. 

The Citizens Utility Board is a nonprofit, nonpartisan organization, created by 

statute in 1983 for the express purpose of representing the interests of residential utility 

customers in Illinois. The statute directs CUB to carry out that mission by intervening in 

proceedings before the ICC, the courts and other public bodies and by providing 

consumers with information and assistance regarding their utility companies 

The Environmental Law and Policy Center is an Illinois-based not-for-profit 

organization that works to promote environmentally sound energy policies, including 

renewable energy development and energy efficiency improvements, in Illinois and 

throughout the Midwest, Great Plains and nationally. 

The Natural Resources Defense Council is a national environmental organization 

with over 30 years experience working on state energy policy, including utility regulation 

and energy efficiency.  NRDC and its 24,000 Illinois members are interested in 

promoting greater reliance on energy efficiency and renewable energy to meet Illinois s 

energy needs. 
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The Environment Illinois Research and Education Center is a nonprofit statewide 

environmental advocacy organization that represents tens of thousands of citizen 

members and is committed to a new energy future focused on clean and sustainable 

energy resources.    

I. General Comments on the Draft Plan 

The Public Utilities Act ( PUA ) requires the IPA to submit annual electricity 

procurement plans to the ICC that include: 

an assessment of the price risk, load uncertainty, and other factors that are 
associated with the proposed procurement plan; this assessment, to the extent 
possible, shall include an analysis of the following factors: contract terms, time 
frames for securing products or services, fuel costs, weather patterns, transmission 
costs, market conditions, and the governmental regulatory environment; the 
proposed procurement plan shall also identify alternatives for those portfolio 
measures that are identified as having significant price risk.    

220 ILCS 5/16-111.5(b)(3)(vi).  

 The Draft Plan presents an initial framework to assess and address the types of 

risk and uncertainty identified in the statute.  We recommend building on the initial 

framework described in the Draft Plan to better manage price risk and load uncertainty 

during the 2009 procurement cycle.   Our recommended steps include, inter alia, use of 

long-term power purchase agreements, increased investment in demand-side measures 

(i.e., energy efficiency and demand-response), and the use of renewable energy resources 

to hedge price risk associated with fuel cost increases.    

A.  Price risk should be reduced to protect consumers. 

The Draft Plan lays out an electricity procurement process that is more 

sophisticated than the interim procurement conducted last year and a fundamentally 

different approach from the 2006 reverse auction.  This is a significant step forward for 
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consumers.   In this section, we offer several recommendations to provide further 

protection to consumers by improving the assessment and management of price risk 

during the 2009 procurement cycle. 

1. The price risk assessment in the Draft Plan should expressly 
consider extreme events and should test the validity of using 
market price volatility as a proxy for consumer price risk.  

The Draft Plan uses a Monte Carlo simulation to assess risk.  The analysis focuses 

on market price volatility as the appropriate representative of market price risk.  Draft 

Plan, at 19.   This may not be an appropriate risk measure for modeling cost/risk tradeoffs 

for consumers.  Market price variability contributes to customer price risk, but is not the 

same thing.  The IPA should more thoroughly investigate the relationship between the 

risk measure used in the Monte Carlo analysis and reliable measures of consumer price 

risk. 

Monte Carlo techniques allow testing of a wider range of events than those simply 

modeled by normal distributions.   However, there is no indication that the range of 

events considered in the Draft Plan extended to extreme events 

 

beyond two Stress 

Scenarios in which forward prices increase or decrease 10 percent each year, starting in 

2010.  Draft Plan, at 22.  Failure to consider extreme events could be a serious oversight 

during this period of cataclysmic changes in energy and financial markets.  The Draft 

Plan should acknowledge the limitations of historical data and the risk analysis should be 

expanded to include a meaningful evaluation of the risk of extreme events.   

2.   Price risk could be reduced by using longer term contracts. 

The principal risk management strategy proposed in the Draft Plan is a three-year 

laddered procurement process.  Draft Plan, at 22.  Under this approach, 35 percent of 
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projected energy needs would be procured two years in advance of delivery, 35 percent 

would be procured one year in advance, and 30 percent would be procured during the 

year in which the energy is to be delivered.  Id.   

Spreading purchase commitments over time is a sound risk-minimizing strategy to 

protect against both adverse price risk and load uncertainty.  The laddered process will 

also allow time to plan and implement additional risk management strategies.  Such 

strategies might include using long-term power purchase agreements, demand-side 

measures, and contracts for renewable energy resources that act as a hedge against price 

risk associated with rising fuel costs.   

We strongly support the IPA proposal to begin a long-range planning process in 

the coming months to comprehensively evaluate long-term purchases of renewable 

energy, demand response programs and long term power purchase agreements that can 

help manage portfolio risk.  Draft Plan, at ii.   However, until that planning process is 

completed, the contracts proposed in the Draft Plan will tend to restrict the universe of 

possible bidders to those with existing plants.  The terms of the contracts proposed in the 

Draft Plan are too short for developers seeking to finance new facilities.  Consequently, 

supply will be constrained and prices will be higher than would be the case if the Draft 

Plan included longer-term contracts. 

To address this problem, the IPA should lay the groundwork for a longer-term 

portfolio, starting in the 2009 procurement cycle.  Locking in too many short term 

contracts effectively presumes that longer-term contracts are not cost effective.  The 

35/35/30 construct proposed in the Draft Plan should be modified to make room for 

longer-term contracts.  For instance, the IPA could use a 25/25/25 approach that reserves 
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25% of the portfolio for longer-term contracts during 2009 -- or a 40/30/30 approach 

which would free up additional load for long-term contracts during the 2010 procurement 

cycle.  The portfolio should be structured to accommodate longer-term contracts that 

reduce price risk posed by constrained supply and the potential for extreme events.  

B.  Load uncertainty should be reduced 

The load forecasts in the Draft Plan (at 7-12) are based on forecasts submitted by 

the Utilities.  Unfortunately, the Utilities forecasts do not adequately address load 

forecast error and risk.   The IPA should request improved load forecast error information 

from the Utilities and should include forecasting error as a specific component in the 

IPA s risk analysis.  At a minimum, the Utilities forecasts should include backcasts 

that compare the Utilities forecasts for the previous two years against actual load.  

The Draft Plan misstates the impact of statutorily-mandated energy efficiency 

programs on the load forecasts.   As discussed in more detail below, the Draft Plan should 

be revised to reflect the cumulative energy efficiency savings goals that have been 

approved by the Commission.  In addition, the impact of the efficiency programs on the 

Utilities procurement needs should be independently verified.      

1.  The Utilities load forecasts should include backcasts 

The graphs that appear on page 8 of ComEd s load forecast,2 seem to show an almost 

perfect match between the forecast and actual load.  These graphs, which are reproduced 

on the next page of these comments, suggest that if the influencing variables were known 

perfectly (rather than via other statistical estimation procedures) the performance of 

ComEd s forecasting model would be nearly perfect.  This creates an impression that 

                                                

 

2 ComEd s forecast is appended to the Draft Plan.  The lettering of the appendices to the 
Draft Plan is somewhat confusing and should be clarified. 
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ComEd s statistical model and, by extension, ComEd s five-year forecast, is dramatically 

more accurate than it is.  

 

A five-year load forecast is unavoidably subject to the very large uncertainty of 

the influencing variables, and a much more informative graph would show a history of 

five-year forecast errors.  Such a graph would clearly illustrate that there is considerable 

deviation in forecasts made more than a week in advance of the actual load values being 

forecast, with the error increasing by a relatively large amount as the lead time of the 

forecast grows.  Even if all of the influencing variables used by a forecasting model were 

known exactly, the model would be expected to show less variability than actual load 

data because of the statistical tendency of data to cluster around the center of a 

distribution (i.e., regression to the mean.) 

All of the graphs displaying forecast versus actual load in the ComEd forecast 

show the fit of models to the same data used to estimate the models  proving only that 
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the models were properly designed to estimate inputs, not that the models accurately 

forecast actual loads.  Thus, they are inappropriate for illustrating the performance of the 

models in forecasting.  These graphs do not show the performance of actual forecasts 

prepared in advance of actual load.   

In fact, there appears to be no evaluation as to whether ComEd s five-year 

forecast is realistic.  The low-load and high-load scenario forecasts have no probability 

estimates associated with them.  For example, ComEd says that "cooler than normal" 

summer weather is assumed for the low-load scenario (ComEd Forecast, at 32), but no 

information is offered to indicate whether past forecasts were lower than actual load 1% 

of the time, 10% of the time, 50% of the time, or 95% of the time.   Similarly, the ComEd 

forecast shows a low June 2009 forecast that is about 87% of the expected load forecast 

and a high June 2009 forecast that is about 23% greater than the expected load  -- but 

there is no indication as to whether these are reasonable high and low error sizes for a 

June forecast made a year ahead. 

Some estimation of probability is necessary to accurately evaluate the risks 

associated with load deviations from forecasts.  The error magnitude almost certainly gets 

larger as the lead-time grows.  At the very least, high- and low-forecast scenarios should 

include backcasts to show where they fall relative to the historic performance of 

ComEd s 5-year load forecasts. 

The Ameren load forecast3 is somewhat more informative than the ComEd 

forecast, in that it shows increasing high- versus low-load forecast switching ranges as 

                                                

 

3 The Ameren load forecast is appended to the Draft Plan.  The lettering of the 
appendices to the Draft Plan is somewhat confusing and should be clarified.  



  

9

 
lead time increases.4    However, it would be much more useful to have more information 

comparing the Ameren high- and low-load forecast scenarios with the expected forecast.  

That information might be presented in graphs like these  with additional data showing 

the performance of historical load forecasts (i.e., backcasts) for at least the previous two 

years. 
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4 The ComEd forecast has some widening of forecast uncertainty as lead time increases, 
but it is never clearly presented, and it differs dramatically in character from what 
Ameren's report describes.   
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2. The impact of statutorily-mandated energy efficiency programs on 

load should be clarified in the Draft Plan  

The Utilities are required by statute to implement energy efficiency programs to 

reduce delivered energy by a fixed percentage each year, starting June 1, 2008.  220 ILCS 

12-103(b)(2).   The Commission approved the Utilities plans to comply with this statute 

in Docket nos. 07-0539 (Ameren) and 07-0540 (ComEd).   In those plans the Utilities 

listed their energy efficiency goals as follows: 

Planning Year ComEd5   Ameren6 

2008  (0.2% of delivered energy) 407 GWh   77 GWh 
2009  (0.4% of delivered energy) 602 GWh 155 GWh 
2010  (0.6% of delivered energy) 803 GWh 234 GWh 

 

In planning year 2009, the applicable energy efficiency targets are 155GWh for 

Ameren and 602 GWh for ComEd .   A portion of this reduced consumption will be 

achieved by implementing efficiency programs that affect only delivery service 

customers.  The remaining consumption reductions will be achieved through efficiency 

programs for customers that purchase supply from the Utilities  supply that is procured 

through the IPA-managed procurement process. The energy efficiency programs for 

supply customers reduce the amount of electricity that the utilities must procure during 

the 2009 procurement cycle. 

The Draft Plan misstates a number of figures relating to the Utilities statutorily-

mandated efficiency targets and the impact that energy efficiency programs will have on 

the amount of electricity purchased through the procurement process.  The first such error 

                                                

 

5 Docket No. 07-0540, ComEd Ex. 1.0, p. 5, Table 2 (Nov. 2007).  The ComEd efficiency 
goals include a margin of safety (approximately 5% more than the statutorily-mandated 
quantity) to ensure compliance.  Docket No. 07-0539, Ameren Ex. 2.1, p. 17, Table 6; p. 36, Table 
12 (Nov. 2007).  

6 Docket No. 07-0539, Ameren Ex. 2.1, p. 17, Table 6;  p. 36, Table 12 (Nov. 2007). 
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is that the Draft Plan does not recognize that the Utilities energy efficiency targets are 

cumulative.  That is, the Draft Plan reports only the incremental reduction in energy 

consumption that the utilities must implement during the 2009 planning year, rather than 

the total amount of energy efficiency that the utilities must implement by that point in 

time.  Draft Plan, at 9-10.  The Draft Plan should be revised as follows to correct this 

error: 

p. 9 For the planning year June 1, 2009 through May 31, 2010, the

 

Ameren s 
energy efficiency requirement is 0.4% of delivered energy or

 

approximately 78 155 GWh.  

p.10 For the planning year June 1, 2009 through May 31, 2010, the

 

ComEd s

 

energy efficiency requirement is 0.4% of delivered energy or 
approximately 186.1 602 GWh.  

In addition to these changes, the discussion of the impact of energy efficiency 

programs on Ameren s procurement needs, which appears on page 9 of the Draft Plan, 

should be be revised as follows: 

Section 12-103(b) of the Public Utilities Act 095-0481, 220 ILCS 5/12-103(b),

 

also establishes specific requirements for Energy Efficiency Programs that reduce 
energy consumption of delivery services customers by 0.2% in 2008 planning 
year 2008,

 

and increasing 0.2% each year through planning year 2012, and then 
increasing es to 1.8% in planning year 2013.  For planning year 2009, Ameren s

 

energy efficiency programs reduce the supply requirements that must be procured

 

for customers that remain on Ameren s bundled service by the following

 

amounts:

   

2009   47.1 GWh  2012 159.3  GWh  
2010 100.5 GWh  2013 217.8  GWh  
2011 130.4 GWh  

The figures that appear in this section of the Draft Plan are consistent with the figures that 

appear in the Ameren forecast appended to the Draft Plan.  Ameren forecast, at 11-12. 



  

12

 
However, there is no indication that the IPA has independently confirmed their accuracy.  

The IPA should conduct such an analysis and provide documentation in the Plan. 

The discussion of the impact of energy efficiency programs on ComEd s 

procurement needs, which appears on page 10 of the Draft Plan, should also be revised: 

Section 12-103(b) of the Public Utilities Act 095-0481, 220 ILCS 5/12-103(b),

 

also establishes specific requirements for Energy Efficiency Programs that reduce 
energy consumption of delivery services customers by 0.2% in 2008 planning 
year 2008,

 

and increasing 0.2% each year through planning year 2012, and then 
increasing es to 1.8% in planning year 2013.  For planning year 2009, ComEd s

 

energy efficiency programs reduce the supply requirements that must be procured

 

for customers that remain on ComEd s bundled service by the following amounts:

   

2009 154.3 186.1 GWh  2012   952.5 419.9  GWh  
2010 348.9

 

248.0 GWh  2013 1338.6  759.9  GWh  
2011 612.3

 

334.3 GWh  

The revised figures for the impact of efficiency programs on ComEd s procurement 

needs are drawn from the ComEd forecast.  ComEd forecast, at 29.   These revisions are 

being tentatively proposed because there is no documentation indicating the source of the 

figures currently in the Draft Plan 

 

and they do not appear to be consistent with any 

known sources of energy efficiency data.  The IPA should either provide the necessary 

documentation for the efficiency impacts listed in the Draft Plan or attempt to 

independently verify the data from the ComEd forecast.  If the data in the ComEd 

forecast can be verified, they should be used in the Draft Plan. 

C.  Time frames for securing products and services should be minimized  

The Draft Plan addresses the need to select time frames for securing products and 

services that minimize costs for consumers.  We recommend that the IPA retain expert 

consultants and work with stakeholders on this issue: 

Page 14 Time frames for securing products and services present risk to the 
portfolio insofar as the underlying volatility in electricity markets places a 
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premium on time.  Particular risks in this area are the annual planning 
cycle, time between procurement events, and time between bid and 
contract execution.  The IPA will retain expert consultants and work with 
interested stakeholders to minimize any premium included in rates for 
each of these particular risks.    

D. Demand-side resources and renewable energy resources should be 
used to reduce price risk  

The IPA is required by statute to identify alternatives for those portfolio 

measures that are identified as having significant price risk.  220 ILCS 5/16-

111.5(b)(3)(vi).    As discussed above, there is significant price risk associated with most 

supply purchases.  Much of this risk is due to increasing fuel prices and the expected cost 

of controlling carbon emissions.  Demand-side resources and renewable energy resources 

are lower risk alternatives to purchases of conventional supply.  We support the IPA s 

efforts to examine these alternatives in a long-range planning process and offer some 

recommendations relating to that process. 

1.  Demand-side resources are a low risk, cost-effective alternative to supply 

Investment in energy efficiency and demand response measures is an alternative 

to purchasing electricity supply.  Demand-side investments yield high returns at relatively 

low risk to consumers. A recent study found that the return on efficiency investments 

generally ranged between 20-30 percent annually, while the risks were equivalent to that 

of U.S. Treasury bills.7   Unlike supply-side resources, which require long lead times to 

develop, demand-side programs can be implemented rapidly and tailored to specific 

consumer needs.  

                                                

 

7 Laitner, J and Ehrhardt-Martinez, K., The Size of the U.S. Energy Efficiency Market: 
Generating a More Complete Picture, ACEEE, Report No. E083, May, 2008, pg. 29.  
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Several states require utilities to procure cost-effective demand-side resources in 

the same manner as supply-side resources.  For instance, the California procurement 

planning process requires utilities to procure all cost-effective efficiency resources before 

considering supply-side resources.8   In other states, utilities that have issued requests for 

competitive bids have found that the cost of procuring efficiency is less than many 

supply-side options.  For example, in 2003, the Long Island Power Authority ( LIPA ) 

issued a request for proposals to procure up to 75MWs in demand-side resources.  After 

reviewing several proposals, LIPA selected bids to reduce non-residential demand by 

nearly 73 MW at a levelized cost of capacity saved at about $118/Kw-year.  Those 

programs also produced energy savings at a levelized cost of 4.9 cents/kwh, significantly 

less than LIPA s avoided energy cost (9.1/kWh) at the time the bids were awarded.9  

There is extensive documentation showing that demand-side resources are very 

cost-effective relative to the cost of supply.  The Western Governor s Association 

recently issued a study showing that efficiency programs would reduce load growth at a 

cost of 2.5 cents/kwh, or roughly a third (7.3 cents/kwh) of avoided energy costs in the 

region.10  In a report to the United States Congress, the U.S. Department of Energy 

( DOE ) notes that many energy efficiency programs cost 3 to 4 cents/kwh lower than 

                                                

 

8 See California Energy Commission 2003 Integrated Energy Policy Report, December, 
2003 and California Public Utilities Commission Decision D. 04-04-003, Loading 
Order July, 2004.  

9 Optimal Energy, Inc., Portfolio Screening Tool Inputs v2.04  ELI Max Achievable 
Project , 2006.  

10 Western Governor s Assoc., Clean and Diversified Energy Initiative, Energy Task 
Force Report, January, 2006, pp. 24, 40  42.   
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the cost of most supply-side options.11   In a 2005 study for the Ontario Public Power 

Authority, ICF Consulting reported that the average cost of utility-administered energy 

efficiency in the U.S. was approximately  4.0 cents/ kwh.. 12   The cost-effectiveness of 

demand-side investment is also documented in the following table from the U.S. Energy 

Information Administration:  

Rank in 
Cumulativ

e % 
Savings Utility Name State

kWh saved 
per $ spent in 

2006

First Yr Cost of 
Efficiency 

savings per 
kWh

Levelized 
costs - cents 
per kWh(1)

Annual 2006 
Efficiency 

Savings as a % of 
Annual kWh 

Sales

Cumulative Annual 
Energy Efficiency 
Savings as a % of 

kWh Sales
1 Western Massachusetts Elec Co Ma 4.3975 0.2274 0.030 1.90 21.49
2 Burlington Electric Co. Vt 6.9079 0.1448 0.019 1.84 18.23
3 City of Reading Calif 2.7178 0.3679 0.048 0.49 16.68
4 Massachusetts Electric Co. Ma 5.1081 0.1958 0.025 1.98 16.66
5 City of Eugene Or 2.3955 0.4174 0.054 0.70 16.52
6 Fitchburg Gas & Electric Light Co. NH 2.2351 0.4474 0.058 0.90 13.21
7 Unitied Illuminating Co. Ct 4.2622 0.2346 0.031 1.29 13.00
8 Potomoc Electric Power Co. DC N/A N/A N/A 0.00 11.57
9 Southern California Edison Co. Calif 6.4707 0.1545 0.020 1.00 11.45
10 Northern States Power Co Minn 8.1180 0.1232 0.016 0.71 11.25
11 Sacramento Municipal Util Distribution Co. Calif 4.7173 0.2120 0.028 0.73 11.09
12 Avista Corp. Wa 5.6394 0.1773 0.023 0.53 10.64
13 City of Seattle Wa 2.8642 0.3491 0.045 0.55 10.36
14 Minnesota Power Inc. Minn 4.0240 0.2485 0.032 0.17 10.21
15 Connecticut Light & Power Co. Ct 5.7558 0.1737 0.023 1.20 10.07
16 Granite State Electric Co. NH 3.2679 0.3060 0.040 0.68 9.64
17 Puget Sound Energy, Inc. Wa 5.7492 0.1739 0.023 0.79 9.64
18 Snohomish County PUD No. 1 Wa 4.3720 0.2287 0.030 0.66 9.60
19 City of Boulder Co 4.5399 0.2203 0.029 0.61 9.49
20 Narragansett Electric Co. Ri 5.5913 0.1788 0.023 1.43 9.48

Average 0.2411 0.031 0.91 12.51
SOURCE:
EIA Form 861 DataBase
(1) assumes average measure life of 10 years

2006 Data on the Top Twenty Electric Energy Efficiency Utilities in the United States from EIA Database

     

Investment in demand-side measures, beyond those required by the Energy 

Efficiency Portfolio Standard, 220 ILCS 5/12-103, will reduce price risk and save money 

for consumers.  We support the IPA s efforts to evaluate demand-side measures in a 

long-range planning process and propose that the IPA retain outside experts to assist with 

that process, as indicated below:  

                                                

 

11 U.S. Department of Energy, State and Regional Policies that Promote Energy 
Efficiency Programs Carried out by Electric and Gas Utilities, A Report to the United 
States Congress pursuant to Section 139 of the Energy Policy Act of 2005, March 2007, 
pg, E-1.  

12 ICF Consulting Inc., Electricity Demand in Ontario Assessing the Conservation and 
Demand Management Potential, prepared for the Ontario Public Power Authority, 
November, 2005(rev), page 23. 



  

16

 
Page 7 To meet the central objective of the law  providing reliable electricity at 

stable rates to eligible customers at the lowest total cost over time  will 
require long-term as well as short-term planning by the IPA. Achieving 
the legislated goals also means the agency must consider the full range of

 
both supply and demand measures when addressing how to meet the needs 
of Illinois consumers most effectively and efficiently. Due to a lack of 
liquidity in energy futures markets beyond three years, this initial IPA 
Procurement Plan contemplates no contracts longer than three years 
duration. The plan also does not yet attempt to assess the availability, 
efficacy, and economic value and consumer benefits of demand-side 
initiatives/resources. The IPA will fully and comprehensively evaluate the 
inclusion of robust demand-side initiatives/resources as well as the use of 
long-term contracts beyond three years as potential components of future 
procurement Plans. The IPA will retain expert consultants and work with 
stakeholders to identify the full range of cost-effective supply-side 
resources and the full range of cost-effective demand-side resources 
needed for a balanced least cost resource portfolio.

  

Page 13 The portfolio is exposed to load uncertainty risk due to inelasticity of 
demand among portfolio participants, and the unknown pace of migration 
of eligible customers to ARES suppliers over time, and the uncertainty of 
the load forecasts.  The long-range planning process proposed by the IPA 
will investigate the physical hedging potential of energy efficiency and 
demand-side measures to reduce load uncertainty and associated price 
risk.

  

Consumption by bundled service customers is relatively inelastic, meaning 
that usage of electricity does not diminish significantly when prices are 
high.  Inelasticity of demand represents risk insofar as portfolio 
participants who do continue to use large volumes of electricity when 
prices are high (e.g., running air conditioning units during hot summer 
afternoons) do not carry the full direct cost of their usage.  Instead, the 
cost of their high consumption during high cost periods is averaged across 
the entire portfolio.  The IPA does not presently have tools with which to 
address inelasticity of demand.  This risk could be addressed, in part, by 
changing utility rate structures so that individual ratepayers are exposed to 
the real cost of consumption during peak cost periods, or conversely, are 
rewarded for reducing demand during system peaks.  Implementation of 
demand response programs and the advent of Smart Grid systems may 
provide effective tools to address the need to reshape loads.  The IPA will 
retain expert consultants and work with stakeholders to identify demand-
response measures that result in direct positive benefits for eligible retail 
customers.

  

Page 17 The IPA is very limited in its ability to mitigate these risks outside of 
factoring them into cost modeling over the longer range horizon and 
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seeking offsetting cost avoidance elsewhere within the Portfolio.  The IPA 
will retain expert consultants to identify the potential of targeted energy 
efficiency and demand-side measures to reduce price risk associated with 
congestion charges.

  
Page 31 In light of the MISO proposal to implement significant penalties 

associated with a capacity deficiency event, Ameren will procure the 
entire forecasted requirement for the first planning year of this plan in 
advance of the that planning year. MISO is proposing penalties of 
$80/kW-Month for capacity deficiencies for all months of the year.  Since 
Ameren s purchases of non-summer capacity suggest a market price of 
less than $0.50/kW-month, the IPA believes that the risk of being deficient 
and subsequently penalized by MISO outweighs the risk of having excess 
capacity in non-summer months due to higher than anticipated switching.  
The IPA will retain expert consultants and work with stakeholders to 
investigate alternatives to meet capacity obligations by incorporating cost-

 

effective demand-side measures.

  

Page 40 ComEd will procure the capacity and ancillary services required by the 
Included Retail Customers from several sources. First, the existing ASFCs 
supply approximately one-thirds of these customers capacity and 
ancillary services requirements. Second, ComEd will procure the 
remaining capacity and ancillary services required by these customers 
directly from PJM-administered markets. Under the Reliability Pricing 
Model ( RPM ) program approved by the FERC and administered by 
PJM, ComEd is able to purchase capacity directly from PJM-administered 
markets. The RPM capacity prices for the June 2009 - May 2010 period 
have already been determined through a competitive bid process, so direct 
procurement from PJM results in a reasonable approach to procuring 
capacity for these customers. Furthermore, the PJM-administered markets 
for ancillary services are the most visible and easily accessible markets for 
these services so direct procurement from these markets is a reasonable 
approach for providing these services to customers.  The IPA will retain 
expert consultants and work with stakeholders to investigate alternatives 
to meet capacity obligations by incorporating cost-effective demand-side 
measures.

  

Page 47 ComEd will procure the capacity and ancillary services required by the 
Included Retail Customers from several sources. First, the existing ASFCs 
secure approximately one-third of these customers capacity and ancillary 
services requirements.  Second, ComEd will procure the remaining 
capacity and ancillary services required by these customers directly from 
PJM-administered markets. Under the Reliability Pricing Model ( RPM ) 
program approved by the FERC and administered by PJM, ComEd is able 
to purchase capacity directly from PJM-administered markets. The RPM 
capacity prices for the June 2009 - May 2012 period have already been 
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determined through a competitive bid process administered by PJM, so 
direct procurement from PJM results in a reasonable approach to 
procuring capacity for these customers. Furthermore, the PJM-
administered markets for ancillary services are the most visible and easily 
accessible markets for these services so direct procurement from these 
markets is a reasonable approach for providing these services to 
customers. As noted above, the IPA will retain expert consultants and 
work with stakeholders to investigate alternatives to meet capacity 
obligations by incorporating cost- effective demand-side measures.

  

2. Renewable energy resources are an effective hedge against price risk 
associated with rising fuel costs    

Rising fuel costs are a major component of price risk for conventional supply-side 

resources.   The PUA expressly requires an analysis of fuel costs in the assessment of 

price risk that appears in the procurement plan.  220 ILCS 5/16-111.5(b)(3)(vi).  The 

PUA also requires the procurement plan to identify alternatives for portfolio measures 

that have significant price risk.  Id.    The Draft Plan complies with the former 

requirement, but not the latter.  (Draft Plan, at 16) 

Renewable energy technologies that rely on wind, solar energy and hydro-power 

have no fuel costs.  Consequently, these renewable resources can be used to hedge price 

risk associated with rising fuel costs.   The IPA should solicit bids, during the 2009 

procurement cycle, for renewable energy resources that are cost-effective hedges against 

rising fuel prices for conventional resources.   To this end, the Draft Plan should be 

revised as follows: 

Page 16 Electricity market prices incorporate fuel price risk.  Mitigation options 
outside of the proposed Portfolio Design would have limited utility as the 
Portfolio Design is geared toward mitigating general electricity price risk.  
To mitigate fuel price risk, the IPA will solicit bids for renewable energy 
resources that are cost-effective hedges against rising fuel prices for 
conventional resources.
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II. Comments on the procurement of renewable energy resources to comply 

with the Renewable Portfolio Standard  

The Draft Plan directs the Utilities to purchase Renewable Energy Credits 

( RECs ) for a term of one year to comply with the Renewable Portfolio Standard 

( RPS ) requirements of section 1-75(c) of the Illinois Power Agency Act ( IPA Act ), 

20 ILCS 3855/1-75(c).   In our view, exclusive reliance on one-year REC contracts would 

unnecessarily drive up the price paid by consumers for RECs from existing renewable 

energy projects and would result in missed opportunities for long term REC contracts 

with the most cost-effective new renewable energy projects.   To avoid this outcome, we 

recommend that that the IPA conduct a solicitation that does not limit bids to one-year 

RECs and that instead allows bids for both short term and long term REC contracts to 

compete head-to-head on a net present value basis.   We also recommend establishing 

benchmarks to prevent bidders from exploiting the statutory preference for in-state 

resources.  See 20 ILCS 3855/1-75(c)(3).    

It should be emphasized that we see the long term REC contract option proposed 

herein as a necessary interim measure to protect consumers.   We understand that, in the 

coming months, the IPA will commence a long-range planning process that will fully and 

comprehensively evaluate, inter alia, the full range of options for long-term purchases of 

renewable energy  to comply with the RPS and, beyond that, to hedge risk in the 

Utilities portfolios.  Draft Plan, at ii.   We support and look forward to participating in 

that process.    
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A. The quantity of renewable energy resources to be procured in 2009 must be 

clarified to ensure compliance with the Renewable Portfolio Standard.  

The IPA Act specifies the quantity of renewable energy resources that the Utilities 

must procure to comply with the RPS.  20 ILCS 3855/1-75(c)(1).  By June 1, 2009, the 

Utilities are required to purchase a quantity of renewable resources at least equal to 4% of 

the actual amount of electricity supplied to eligible retail customers during the year 

ending May 31, 2009, provided the cost of the purchase does not exceed the cost cap13 

specified in 20 ILCS 3855/1-75(c)(2).   At least 75% of the resources used to comply 

with this requirement must come from wind, provided wind resources are available.  Id. 

The actual amount of electricity supplied to eligible retail customers cannot be 

determined with certainty prior to June 1, 2009.  Consequently, the only means of 

ensuring compliance with the RPS is to require utilities to procure a quantity of 

renewable energy resources equal to 4% of the electricity actually supplied during the 

year ending May 31, 2009, plus the upper bound of the supply forecast for any portion of 

that period for which actual data is not available.   It is does not appear that the Draft Plan 

establishes a renewable energy procurement requirement that reflects the margin of safety 

needed to ensure compliance with the RPS requirements.  Indeed, the Draft Plan 

                                                

 

13 The applicable cost cap in 2009 is the greater of an additional 0.5% of the amount paid 
per kilowatt-hour by the utility s eligible retail customers during the year ending May 31, 
2008 or 1% of the amount paid per kilowatt-hour by the utility s eligible retail customers 
during the year ending May 31, 2007.  For purposes of this calculation, the total amount 
paid for electric service includes, without limitation, amounts paid for supply, 
transmission, distribution, surcharges and add-on taxes, expressed on a per kilowatt-hour 
basis.  
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establishes a renewable resource requirement for Ameren that is even less than the utility 

mentions in comments recently submitted in this docket.14   

Neither utility s load forecast contains an estimate of the number of megawatt-

hours of electricity expected to be supplied to eligible retail customers during the year 

ending May 31, 2009.   ComEd makes clear that the company has left this calculation to 

the IPA.  ComEd Forecast, at 1.  The Ameren forecast contains a blank section on this 

topic with a notation that that the section will be updated.  Ameren Forecast, at 11.  

The Draft Plan states that Ameren was projected to supply 17,788,380 MWhs of 

electric energy to its eligible retail customers during the year ending May 31, 2009.  

Draft Plan, at 35.   The Draft Plan also states that ComEd was projected to supply 

45,015,979 MWhs of electric energy to its eligible retail customers during the year 

ending May 31, 2009.  Draft Plan, at 49.   There is no documentation to indicate either 

the source of data on which these projections are based or the type of model used to make 

the projections. 

The Draft Plan should be supplemented to provide more information about the 

Utilities projected supply of electric energy to eligible retail customers during the year 

ending May 31, 2009.   This is necessary to ensure that the Utilities procure a sufficient 

quantity of renewable energy resources to comply with the RPS by June 1, 2009.   Failure 

to clarify this information now could put the Utilities in a position where they are unable 

to meet their legal requirements. 

                                                

 

14 The Draft Plan establishes Ameren s planning year renewable energy requirement of 
711,135 MWhs, which is 4% of a projected load for Ameren s eligible retail customers of 
17,788,380 MWhs.  Draft Plan, at 35.  Ameren sets the planning year renewable 
requirement at 719,383 MWhs, based on a load estimated at 17,984,564 MWhs.  Ameren 
September 26, 2008, Comments, at 8 (September 26, 2008). 
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B. Relying exclusively on one-year REC contracts will result in artificially high 

prices for consumers.  

The Draft Plan proposes that the Utilities purchase one-year REC contracts to 

comply with their 2009 RPS requirements.  Draft Plan, at 35, 49.   The IPA attempts to 

justify the proposal to rely exclusively on one-year RECs based on the following: 

 

REC trading markets are more robust and liquid than those for the 
acquisition of physical renewable energy resources in this Plan year.  

 

The renewable energy markets are presently uncertain due to the 
expiration of the production tax credit at the end of 2008.  

 

Long-term commitments are required for physical delivery of renewable 
energy, and such commitments cannot be made prior to full review by the 
IPA.  

Draft Plan, at 36, 49-50.   

While the first and last of these points15 may provide a legitimate basis to 

postpone solicitations for long-term physical contracts, they do not justify the exclusion 

of long-term financial contracts from the 2009 procurement process.   As discussed in 

more detail below, allowing long-term financial contracts (e.g., long term REC contracts) 

to compete with the proposed short-term contracts would yield significant savings for 

consumers.   Moreover, there is no downside to considering bids for long-term contracts 

during the 2009 procurement:  if long-term REC bids are higher than bids for short-term 

RECs, only the latter will be accepted.   In contrast, there is a significant downside to 

considering only one-year RECs in the 2009 renewable energy procurement process. 

                                                

 

15 The IPA s concerns regarding expiration of the Production Tax Credit were addressed 
last week, when Congress passed and the President signed the Emergency Economic 
Stabilization Act of 2008.  On October 3, 2008, the production tax credit for wind 
facilities was extended through December 2009.  H.R. 1424, Section 101(a)(1). 
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1. Relying exclusively on one-year REC contracts will result in increased 

demand for RECs from existing facilities and higher prices that do 
not reflect the actual cost of renewable energy resources.      

The one-year REC contracts mandated by the Draft Plan would have to be 

purchased from renewable energy facilities that are already operating or that are financed 

and expect to commence operation in the coming year.   There are a limited number of 

these facilities -- and there is rapidly increasing demand for the finite quantities of energy 

and RECs they produce.   This increased demand comes from:  (a) Illinois utilities that 

would (under the Draft Plan) be required to procure twice as many 1-year RECs this year 

as last year; and (b) utilities in the 27 other states that have adopted renewable portfolio 

standards, most with their own escalating targets.   

Increasing demand for this limited supply of RECs will drive up prices, but those 

price increases are unlikely to stimulate a commensurate increase in supply in the near 

future.  New renewable energy projects are not typically able to obtain financing based 

on short-term contracts.   Moreover, even if a new project were able to obtain financing 

in response to the IPA s proposed solicitation, it would probably not be on-line in time to 

supply RECs for the year commencing June 1, 2009.  

If new projects are not developed to keep pace with demand, there will be a 

continuing seller s market for one-year RECs.   This market is not like the wholesale 

energy market, in which generators instantaneously increase production in response to 

price signals.  The supply of one-year RECs will be limited to the few RECs not already 

contracted to be sold by the owners of existing renewable energy projects and speculators 

that have purchased RECs from existing generators.  Some load-serving entities in other 

states may also be willing to re-sell one-year RECs previously purchased from Illinois 
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renewable energy generators, if those RECs can be resold at a higher price to Illinois 

Utilities seeking in-state renewable resources to comply with the RPS.16   

By limiting the solicitation to one-year REC contracts, the Draft Plan effectively 

guarantees that sellers will be able to command prices far higher than the actual cost of 

supplying the green attributes provided by renewable energy facilities.   The Utilities will 

be forced to pay these inflated prices if the IPA limits purchases to one-year REC 

contracts, and customers will end up paying more than they should to fund RPS-related 

purchases.  In the meantime, utilities in states where multi-year purchases are permitted 

will likely enter into long term contracts with Illinois renewable energy facilities, 

precluding purchases on behalf of Illinois consumers during future procurement cycles. 

2. Waiting until the next procurement cycle to solicit long term contracts 
will impose increased costs on Illinois consumers for years to come.  

Wind energy projects are typically sited at the most cost-effective locations 

available at the time the projects are developed.  Cost-effectiveness generally depends 

upon strength of the wind regime at the site, access to transmission, applicable taxes and 

the availability of incentives.  There is vigorous competition among developers for the 

best sites and the recent extension of the production tax credit through 2009 is likely to 

accelerate the pace of development in the coming year.  

If the Utilities wait until next year to enter into long-term contracts, the contracts 

that will be available are likely to be more expensive than the long term contracting 

opportunities that are available now.   They will be more expensive because the sites that 

will be under development next year will be less cost-effective than previously developed 

                                                

 

16 The artificially high prices for in-state renewable energy resources procured in 2008, as 
well as a proposed remedy to that problem, are discussed in Section IV of these 
comments. 
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sites.  Utilities in RPS states and private companies are likely to enter into long term 

contracts for most, if not all, of the lower-cost renewable resources developed during 

2009 - 2010.   Illinois consumers cannot afford to wait until next year to enter into long 

term contracts with the comparatively less cost-effective projects that will be developed 

next year. 17 

3. Long term contracts will make it easier to finance new renewable 
energy projects and the increased supply of renewable resources will 
result in lower prices.  

Long term contracts are the key to increasing supply and lowering the price of 

renewable energy resources.    Financing a new renewable energy project is relatively 

straightforward if there is a long term contract in place to sell output from the facility to a 

creditworthy buyer.   As new projects come on line, the supply of available renewable 

energy resources increases, exerting downward pressure on price and, thereby, decreasing 

costs to consumers. 

The type of long-term contract that would produce maximum overall benefit for 

consumers would likely be a contract to purchase bundled energy and RECs for a term of 

at least 15 years.  Such a contract would be useful to obtain financing for new renewable 

energy projects that would increase supply and help to lower the prices that consumers 

pay for renewable resources.   The commodity component of this type of contract would 

also benefit consumers by providing a hedge against future energy price volatility. 

                                                

 

17 Newly-financed facilities that start commercial operation by May 31, 2010 could 
deliver RECs during the planning year commencing on June 1, 2009.  If the facility is not 
online by the end of May 2010, the first year delivery obligation could be met by a short-
term purchase of RECs by the bidder .  
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We recognize that it may not be possible, during the 2009 procurement cycle, to work 

out all the details that would be necessary to solicit long-term contracts for RECs and 

energy from renewable energy facilities.  However, as discussed in more detail below, we 

believe that it would be feasible to open the 2009 procurement to bidders that wish to 

propose long-term REC contracts.  Allowing long term REC contracts to compete against 

the short term contracts contemplated in the Draft Plan would save money for consumers 

by increasing price competition and by increasing supply, since long term contracts make 

it somewhat easier for new renewable energy projects to obtain financing.  

C. Allowing long-term REC contracts to compete with short-term REC 
contracts during the 2009 procurement cycle is feasible, lawful and would 
save money for consumers.  

It would not be difficult for the IPA to implement our recommendations. Only a 

couple of minor amendments to the Draft Plan would be required.  In particular, the 

language on pages 36 and 50 should be modified as follows: 

The IPA will solicit offers for such credits for a term of at least one year and not 
more than fifteen years.  Sufficient credits to comply with the quantities 
established by 1-75(c)(1) of the IPA Act shall then be acquired on the basis of (1) 
the requirements established in 1-75(c)(3) of the IPA Act and (2) price, evaluated 
on a net present value basis.  Such acquisitions of renewable energy credits shall 
be memorialized with a Master Renewable Energy Certificate Purchase and Sale 
Agreement.  

Bids for long-term and short-term RECs could be easily compared on a net present value 

per MWh basis.   There would be no need to compare bid prices with forward markets or 

long term commodity forecasts.   The same contract could be used for long- and short- 
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term RECs.18  In fact, the only additional issue for the IPA or ICC to decide would be the 

appropriate discount rate for the net present value calculation.  

Although a 15-year REC contract would extend beyond the period currently 

covered by the Draft Plan, this should not bar consideration of any such bids.  The Public 

Utilities Act anticipates this circumstance, by expressly stating that the statutory mandate 

for annual five-year power procurement plans does not preclude consideration of 

contracts longer than 5 years.  220 ILCS 6/16-111.5(b).   In addition, the RPS provision 

in the IPA Act requires that the Utilities will be required to procure rapidly increasing 

amounts of renewable energy resources to serve their customers  at least 25% of the 

electricity supplied to eligible retail customers in 2025.  20 ILCS 3855/1-75(c)(1).  Thus, 

if the IPA were to select 15-year REC contracts to fulfill all of the Utilities RPS 

requirements for 2009 - 2010, the acquired resources would remain valuable, since the 

Utilities could use those RECs to meet statutory requirements through 2024-2025. 

D. The IPA and ICC should establish benchmarks to reject high-priced 
bids designed to exploit the statutory preference for in-state 
renewable energy resources.  

The IPA Act includes a preference for wind and in-state renewable energy 

resources.  At least 75 percent of the resources used to comply with the RPS must come 

from wind generation, provide the necessary wind resources are available. 20 ILCS 

3855/1-75(c)(1).   The statute also requires utilities to comply with the RPS by procuring 

                                                

 

18 The contract, as well as the bid solicitation, should make clear that REC s associated 
with electricity generated at any time during the relevant planning year may be used to 
comply with the RPS during that planning year.  Allowing bidders this flexibility will 
reduce their costs and should result in lower bids. 
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cost-effective19 renewable energy resources located in Illinois, to the extent that such 

resources are available. 20 ILCS 3855/1-75(c)(3).   If a sufficient quantity of cost-

effective renewable resources is not available in Illinois, the statute requires resources to 

be purchased from adjacent states or, if a sufficient quantity is not available in adjacent 

states, the resources may be purchased from other parts of the country. Id.  

Last year, the way that the ICC implemented the wind requirement and the in-

state preference had a major impact on the prices that consumers paid for the renewable 

resources to comply with the RPS.  The load-weighted average of the winning bid 

prices20 in the ComEd 2008 renewable energy procurement event were as follows:  

Wind RECs ($/REC) Non-Wind RECs ($/REC) 

Illinois 35.72 21.85 

Adjoining States 18.35 5.74 

Other States 7.34 4.25 

  

                                                

 

19 For purposes of the RPS, cost-effective means that the costs of procuring renewable 
resources does will not exceed statutory caps on bill increases.  20 ILCS 3855/1-75(c)(1) 
and (2).  During the year commencing June 1, 2007, the cost of procuring renewable 
energy resources to comply with the RPS may not increase customer s bills more than 0.5 
above the amounts paid in the year ending May 31, 2006.  During the year commencing 
June 1, 2009, the cost of procuring renewable energy resources to comply with the RPS 
may not increase customer bills more than the greater of 0.5% of the amount paid in the 
year ending May 31, 2008 or 1% of the amount by those customers in the year ending 
May 31, 2007.  

20 Public Notice issued by the Illinois Commerce Commission on April 29, 2008.  
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The load-weighted average of the winning bids21 in the Ameren 2008 renewable energy 

procurement were: 

REC Class Average $/REC 
Illinois Wind 29.32 
Illinois Non-wind 17.50 
Adjacent State Wind 21.20 
Adjacent State Non-wind 5.50 
Other State Wind 5.65 
Other State Non-wind N/A 

  

The average winning bid prices for Illinois renewable energy resources, 

particularly wind, greatly exceeded the prices for out-of-state resources in the 2008 

procurement process.  The reason for this is that the process required the Commission to 

accept in-state wind bids for up to 75 percent of the total MWhs needed to comply with 

the RPS, provided doing so did not  violate the statutory cost cap  even if out-of-state 

wind resources would have cost significantly less.  The 2008 process also required the 

Commission to accept in-state bids for other renewable energy resources for the 

remaining 25 percent of MWhs needed for RPS compliance  provided the cost cap was 

not violated.  

Using the same approach this year could jeopardize the Utilities ability to reach 

the RPS target at a cost that is within the statutory cap on the use of ratepayer funds.  This 

problem could be avoided by adopting benchmarks similar to those mandated to screen 

bids for nonrenewable resources.  See 220 ILCS 5/16-111.5(e)(3).    Such benchmarks 

should be developed in advance of the procurement by the ICC and IPA, but should not 

be disclosed to bidders.  Using benchmarks will prevent bidders from exploiting the 

statutory preference for in-state resources in the manner that occurred in 2008. 

                                                

 

21 Public Notice issued by the Illinois Commerce Commission on April 29, 2008. 
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Other states have used benchmarks to avoid similar problems in connection with 

their Renewable Portfolio Standards.  For instance, the New York State Energy Research 

and Development Authority (NYSERDA) has established benchmarks that reflect the 

expected costs of available new renewable generation and, in some instances, used those 

benchmarks to reject bids.22  In addition, NYSERDA separately considered the economic 

development value of renewable energy projects along with price in evaluating which 

projects to offer contracts.23 

There are several approaches that could be used to establish benchmarks to screen 

renewable resource bids during the 2009 procurement process.   A cost-based benchmark 

could be used to reject bids for in-state resources that exceed the actual cost of producing 

those resources (including a reasonable rate of return) at new projects located in Illinois.  

In the alternative, the ICC could approve in-state bids that exceed out-of-state bids by up 

to an amount equal to the economic development benefits associated with in-state 

resources.  

Recommendations regarding specific benchmarking methodologies are beyond 

the scope of these comments.  Our purpose here is to point out the need for benchmarks 

to prevent an outcome similar to the outcome in the 2008 procurement, which left 

consumers paying a very large premium for in-state renewable resources.   In the short 

run, failure to address this problem could make it impossible to meet the RPS targets 

                                                

 

22 NYSERDA Renewable Portfolio Standard Program Purchase of Renewable Energy 
Attributes Request for Proposals (RFP) No. 1168, p. 11, states: NYSERDA has 
developed a maximum acceptable Bid Price, and any Bid Price above the maximum 
acceptable Bid Price will receive zero (0) points .  NYSERDA will not award a contract 
at a Bid Price above the maximum acceptable Bid Price.

  

23 Ibid, p.11 (Economic Benefits Evaluation) and p. 12 (Post-Award Economic Benefits 
Documentation). 
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within the statutory spending caps.  In the long run, failure to address this problem could 

erode support for renewable energy resources in Illinois. 

CONCLUSION

  
For the foregoing reasons, the undersigned respectfully request that the IPA 

reduce price risk and load uncertainty by adopting the recommendations set forth herein, 

including, inter alia, the use of long-term power purchase agreements, increased 

investment in demand-side measures, and the use of renewable energy resources to hedge 

price risk associated with fuel cost increases.   We recommend against relying 

exclusively on one-year REC contracts to procure renewable energy resources to comply 

with the RPS. Bids for long-term REC contracts should be allowed to compete head to 

head with short-term contracts on a net present value basis.   We also recommend that the 

IPA and Commission develop benchmarks to prevent bidders from exploiting the 

statutory preference for in-state resources.     

Respectfully submitted by:        October 6, 2008   
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