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Pursuant to the schedule adopted by the Administrative Law Judge in this 

proceeding and in accordance with the order of the Illinois Commerce Commission 

establishing the procedure for commenting on the Procurement Plan of the Illinois Power 

Agency, the Retail Energy Supply Association (“RESA”) 1  submits the following reply 

comments. 

These comments respond to one of the issues raised in the Objections of 

Commonwealth Edison Company to the Procurement Plan of the Illinois Power Agency 

(“ComEd Objections”) – the frequency of procurement events.  RESA encourages the 

Commission to evaluate any procurement methodology, including the frequency of 

procurement events, through the lens of the competitive marketplace and the benefits 

more market reflective pricing will bring to consumers - even those who don’t switch to 

competitive 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 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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In its comments filed with this Commission on the Initial Procurement Plan, 

RESA indicated its support for the portion of the plan that discussed movement toward 

more frequent acquisition of power (Initial Plan, p. ii).  RESA noted that additional 

acquisition events, to the extent they impact the current portfolio, should be promptly 

reflected in current rates.  Such a step, along with steps to shorten the duration between 

the procurement event and the delivery of power, have the potential to move the 

procurement of power in Illinois toward greater market reflective pricing.  Such pricing 

will allow customers to receive the price signals that are crucial to forming rational 

consumption and conservation patterns.  RESA also believes that such actions will best 

achieve the Act’s mandate of ensuring adequate, reliable, affordable, efficient and 

environmentally sustainable electric service at the lowest total cost over time, taking into 

account any benefits of price stability.   

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

best way to help all consumers balance price risk and budget certainty while also 

providing innovative and customer-driven value-added services. Successful retail 

competition will produce downward pressure on price, offer a variety of product options 

for end use customers, 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; consumers must see a default price for electricity that better reflects the 

market price of the electricity they consume.  Without such knowledge, consumers 

cannot make informed and thoughtful decisions about their energy options.    
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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 better 

determination of when to use it.” Illinois’ residential and small and medium sized 

businesses need a default service rate that provides accurate price signals to spur more 

thoughtful efficiency investments and wise energy usage.  Illinois utilities were allowed 

to petition the ICC to declare medium sized customers competitive (220 ILCS 5/16-113).  

Once a class of customers is declared competitive, customers must take hourly priced 

service for utility default service.  The ICC further amplified this point in declaring 

ComEd Customers over 100kW but less than 400kW competitive. (ICC docket 07-0478).  

While medium sized customers currently on a fixed ComEd electric supply rate can stay 

on a fixed price through May 2010, any customers that (1) switch to an ARES and then 

decide to switch back, (2) are currently with an ARES and then switch back, or (3) are 

new customers applying for service, must take ComEd's hourly default rate or select an 

ARES. 

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

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

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

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

effectively, consumers need more accurate price signals.     

The failure of utility procurement to reflect current wholesale market prices 

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

locked in utility costs, customers will receive the incorrect price signal that energy is less 

expensive than reality and potentially over consume and face the risk of rate shock as 

those contracts end.   In either case, customers will be harmed.     

Procurement that fails to reflect market prices 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 utility default service rates which are lower 

than market. The Illinois electric market would 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 those principles in mind, RESA opposes ComEd’s attempt to remove from 

the Procurement Plan any discussion of increasing the frequency of procurement events.  

ComEd Objection at 2-3.  ComEd objects to the statement in the Procurement Plan that 

single procurement events increase portfolio risk and the potential for the exercise of 

market power. (Procurement Plan, pp. 2 and 19.  ComEd argues that this statement is not 

consistent with the rest of the Plan because it is proposing a single procurement event for 

2009.  But, as ComEd notes, the Executive Summary portion of the Plan still indicates 

that the IPA would consider the use of multiple procurement events in future 

procurement plans.  Moreover, ComEd “agrees that that it is entirely appropriate for the 

IPA to analyze and consider whether or not a single procurement event increases 
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portfolio risk or facilitates the exercise of market power.”  (ComEd Objection at 3)  

While it is true that, as ComEd notes, such an analysis has not been done in this Plan, the 

statement that the IPA intends to consider the issue in future plans and that it is doing so 

because of its concern that single procurement events increase portfolio risk and the 

potential for the exercise of market power, puts all parties on notice of its intentions and 

the reasons for those intentions.  Understanding the IPA’s concerns and its means of 

addressing those concerns will enable all parties to begin to prepare for the next 

procurement plan by gathering evidence and studies relating to the frequency of 

procurement events and their effects on portfolio risks and the exercise of market power.   

RESA therefore objects to ComEd’s proposal to strike the language in the 

Procurement Plan discussing the rationale behind moving toward more frequent 

procurement events.  Such procurement, if paired with a rate mechanism that promptly 

translates these new wholesale rates into retail rates, would move toward a market based 

procurement that uses similar timing of acquisition and contract lengths used in the 

competitive marketplace.  The resulting prices should be more reflective of market prices 

and thus provide the advantages discussed above. 
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Dated: November 12, 2008 

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 60654 
(312) 803-1000 (voice) 
(312) 803-0953 (fax) 
steve@telecomreg.com 
tom@telecomreg.com 
krhoda@telecomreg.com 
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CERTIFICATE OF SERVICE 
 

I HEREBY CERTIFY that a copy of the attached document has been served upon the 
parties identified on the official service list for this docket maintained by the Clerk of the 
Illinois Commerce Commission, on November 12, 2008, by electronic mail. 
 
 
 
     s/ Stephen J. Moore_____ 
     Stephen J. Moore 
 

 




