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STAFF OF THE ILLINOIS COMMERCE COMMISSION  
RESPONSE TO OBJECTIONS TO PROCUREMENT PLAN 

 
 Pursuant to the October 7, 2010 Notice of Commission Action and Notice of 

Administrative Law Judge’s Ruling, the Staff of the Illinois Commerce Commission 

(―Staff‖), by and through its counsel, respectfully submits this Response to Objections to 

Procurement Plan (―Response‖).  Staff also submits the Affidavits of Richard J. Zuraski 

and Rochelle Phipps in support of facts and non-legal matters contained herein. 

I. BACKGROUND 

 On September 29, 2010, the Illinois Power Agency’s (―IPA‖) filed its Final Power 

Procurement Plan (―Plan‖) to the Illinois Commerce Commission (―Commission‖), 

thereby initiating this docket.  On October 4, pursuant to Section 16-111.5(d)(3) of the 

Public Utilities Act (―PUA‖) and an October 1, 2010 ruling by the administrative law 

judge (―ALJ‖), Staff, Iberdrola Renewables, Inc. (―Iberdrola‖), the Retail Energy Supply 

Association (―RESA‖), Constellation Energy Commodities Group (―Constellation‖), Wind 

on the Wires (―WOW‖), Commonwealth Edison Company (―ComEd‖), Ameren Illinois 

Company (―Ameren‖), and Duke Energy Generation Services Holding Company 

(―Duke‖) filed Comments and Objections to the Plan.  In this Response, Staff addresses 

certain statements and recommendations of WOW, Iberdrola, Duke, RESA, Ameren 
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and ComEd.  Staff’s silence with respect to other statements and recommendations by 

these and the other parties who submitted objections in this docket should not be 

interpreted as agreement with those statements and recommendations. 

II. ARGUMENT 

A. Calls for Renewable Energy Resource Procurement through Long-
Term Contracts 

1. The Proposals 

 The Plan includes a proposal to purchase incremental renewable energy 

resources through one-year contracts for unbundled RECs to be delivered during the 

June 2011 through May 2012 planning year:  952,145 MWh for Ameren and 2,117,054 

MWh for ComEd.  Staff supports that proposal for the current plan.  However, WOW, 

Duke, and Iberdrola argue that the Plan should be modified to include RFPs for the 

procurement of renewable energy resources through longer-term contracts. 

 Specifically, WOW recommends that the Final 2011 Procurement Plan be 

amended to procure unbundled RECs using not only one-year contracts, but also some 

five-year contracts:  200,000 MWh per year for Ameren and 550,000 MWh per year for 

ComEd.  (WOW Comments, October 4, 2010, p. 11)  Without offering a specific 

proposal, WOW also appears to support the concept of long-term purchase power 

contracts that bundle RECs with energy.   

 Duke proposes that the Plan be modified to procure RECs bundled with energy, 

though long-term contracts (of unspecified duration), with delivery starting as early as 

the 2012-2013 planning year:  600,000 MWh per year for Ameren and 1,400,000 MWh 

per year for ComEd. (Duke Objections, October 4, 2010, pp. 11-12)  Based on these 

proposed quantities, it appears that Duke may be proposing to replace rather than 
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supplement the 20-year renewable energy resource procurement that was authorized 

by the Commission in Docket 09-0373. 

 Iberdrola proposes that the Plan be modified to include the acquisition of three 

types of renewable energy resource contracts:  one year REC contracts; three to five 

year REC contracts; and longer-term contracts (of unspecified duration) for RECs 

bundled with energy. (Iberdrola Objections, October 4, 2010, p. 6)  Iberdrola does not 

specify any target quantities to procure for any of the three types of contracts.  

However, as with Duke, it appears that Iberdrola may be proposing to replace rather 

than supplement the 20-year renewable energy resource procurement that was 

authorized by the Commission in Docket 09-0373.  For instance, Iberdrola states:  

 A hearing will enable all stakeholders to submit evidence concerning what 
are generally accepted terms and provisions for renewables contracting and 
determine the reasonableness of the inclusion of the contentious principles that 
have been included in Appendix K [which embodied the long-term procurement 
proposal approved by the Commission in Docket 09-0373].   The principles that 
result from the hearing should become the basis for a new framework for long 
term renewable contracts in Illinois.  The principles developed at hearing 
should supersede and render null Appendix K and be utilized by the IPA to 
formula standard contracts and in any workshop that may occur. 

(Iberdrola Objections, October 4, 2010, p. 10, emphasis added)   

 In explaining the type of long-term contracts that they would want to see adopted, 

both Duke and Iberdrola take issue with the IPA-proposed and Commission-approved 

Appendix K from Docket 09-0373.  Iberdrola is most explicit in its collateral attack.  For 

instance:  

1.  Iberdrola opposes the contract provision required by Appendix K that utilities 

shall not be liable under the long-term contracts for any costs that cannot be 

recovered from customers through the utilities’ pass-through tariffs; 
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2.  Iberdrola critically questions Appendix K’s adoption of the utility load zone as the 

point of ―delivery,‖ rather than each individual supplier project’s busbar, for 

purposes of hourly settlement of the fixed-for-floating swap component of the 

contract; 

3.  Iberdrola views the credit requirements specified in Appendix K as ―one-sided 

and onerous‖; and 

4.  Iberdrola asserts that Appendix K’s utilization of a pure derivative contract is ―not 

appropriate for long term renewable contracting‖ and that ―[a]ny contract for long 

term renewables should contain appropriate elements of physicality.‖   

(Iberdrola Objections, October 4, 2010, pp. 8-9) 

Duke is somewhat less direct in its critique of Appendix K, advising that:  

Moreover, the Commission should use this opportunity to improve the process 
with regard to renewables.  As the Commission is aware, the late inclusion of the 
long-term renewable provisions in the 2010 Plan, and the even later controversial 
amendment to add Attachment K, resulted in a delayed and uncertain process 
that continues to experience delays to this day. 

(Duke Objections, October 4, 2010, p. 7)   

 In relation to contracts drafted by the procurement administrators consistent with 

Appendix K, Duke also opines that these draft contracts ―shift the economic risks to the 

developer so severely that there would likely be few, if any, bidders willing to accept 

those terms.‖  (Duke Objections, October 4, 2010, p. 5) 

2. Staff’s Response 

 As stated in its Objections to last year’s procurement plan, ―Staff is not, in 

principle, opposed to long-run PPAs with renewable or conventional power producers.‖  

(Staff Objections, October 5, 2009, Docket 09-0373, p. 10)  In addition, Staff is not, in 
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principle, opposed to three to five year contracts for unbundled RECs, as proposed by 

WOW and Iberdrola.  However, Staff is opposed to: 

 vague proposals that do not meet the requirements of the PUA and that place 

excessive faith in everything being worked out during the plan’s implementation 

phase; and 

 proposals that shift significant risks from suppliers to utilities and ratepayers, 

without very good reasons. 

To varying extents, Iberdrola, Duke, and WOW are guilty of tendering such proposals.  

In addition, Staff does not think it appropriate to rush headlong into another long-term 

renewable energy resource procurement while there is already one pending from the 

previous (2010) plan cycle.  For these reasons, which Staff expounds upon, below, 

Staff recommends that the Commission reject these calls to add one or more long-term 

renewable energy resource procurements to the Plan. 

 As an example of vague proposals, Iberdrola does not indicate how many MWHs 

of renewable energy resources it would have the IPA solicit through each of its three 

proposed mechanisms:  (a) one-year REC contracts, (b) three-to-five year REC 

contracts, and (c) longer-term purchase power and REC bundled contracts.  For option 

(b), Iberdrola fails to specify how many RECs to purchase through each of the three 

specified terms, 3-, 4-, and 5-years.  For option (c), Iberdrola fails to specify the 

duration of the proposed contracts (For instance, is it 6 years, 10 years, 15 years, 20 

years?).  Duke also fails to specify the duration of contracts under its proposal.  

 For Iberdrola’s option (c), Iberdrola implies that the delivery location should be 

each project’s busbar rather than the utility’s load zone.  However, Iberdrola fails to 
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address how this change would affect the value of the delivered energy, how that value 

would therefore vary by project, and how this variability would create additional bid 

selection issues.  Iberdrola also fails to address how its proposal, relative to the 

Appendix K approach, increases risk for ratepayers (although it implies as much by 

pointing out that the Appendix K approach adds significant risk for suppliers).  To 

explain, locational marginal prices within the ComEd zone tend to be low compared to 

most of the rest of the PJM footprint.  This tendency is also reflected in forward prices.  

Hence, a bid from a project specifying a delivery or financial settlement location at a 

node within the ComEd zone should not be viewed with as much enthusiasm by 

ratepayers as an otherwise equivalent bid from a project specifying delivery or financial 

settlement location further east.  To see this, suppose, hypothetically, the average price 

at the node within the ComEd zone is expected to be $40 per MWh, while the average 

price at the more easterly node is expected to be $55 per MWh.  Now, assume both 

projects submit bids to the ComEd procurement administrator of $51 per MWH.  If 

ComEd selects the first $51 bid, it can expect to pay $51.  However, if it selects the 

second $51 bid for delivery at the distant node, it can expect to pay only $51-$55+$40 

= $36.  That is, it can expect to pay $15 less.  But that’s not all.  With the later bid, 

ComEd may not be able to lock in that $15 expected savings.  It is more likely that it will 

be faced with risk that the actual average prices at the two nodes will vary from their 

expected values, so the later bid will entail greater risk for ratepayers than the former 

bid.  The only way for a procurement administrator to deal with these issues would be 

to perform an analysis for each and every project that is eligible to bid, trying to 

determine their expected values and risk profiles, and administratively adjust bids 
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accordingly.  The much simpler route—the one adopted by Appendix K—is to pick a 

single point for virtual deliveries under all projects and expect each bidder to determine 

for themselves how to take these factors into account when they submit their bids.  

 There are other aspects of Iberdrola’s proposal that would entail greater risks for 

the utility and/or ratepayers.  For instance, as already mentioned, Iberdrola dislikes the 

Appendix K feature that the contracts expressly state the utilities shall not be liable 

under the long-term contracts for any costs that cannot be recovered from customers 

through the utilities’ pass-through tariffs; Iberdrola goes so far as to claim that ―no bank 

would ever finance a project that contained such uncertainty regarding payment and 

the contract revenue stream.‖ (Iberdrola Objections, October 4, 2010, p. 9)  But let us 

examine more closely what Iberdrola is objecting to.  The offending language is 

contained in what was the ―final‖ Long-Term Master Agreement, posted September 7, 

2010 on the NERA-maintained website for the ComEd 20-year renewable RFP1.  It is 

about one full page, and is reproduced in Appendix 1, below.  To paraphrase, it 

conveys that ComEd will pay its renewable suppliers unless the government tells 

ComEd it cannot pass through the costs that the government mandated ComEd incur 

by requiring ComEd to enter into the contract.  Only under such contingency would the 

contract permit ComEd to curtail purchases (and even then, to the minimum extent 

possible), unless the supplier prefers to just walk away from the contract.  To Staff, that 

                                            
1
 Available on the NERA-maintained Long-Term Renewable Energy and RECs Documents web page 

(http://www.comed-energyrfp.com/ltdocuments.asp) and, in particular, on pp. 7-8 of the Sample 
Confirmation document (http://www.comed-energyrfp.com/docs/lt/8Sample_Confirmation_9-7-2010.pdf).  
An analogous version for Ameren is available on the Levitan-maintained web page 
(http://www.levitan.com/AIURFP/LongTerm/) and, in particular, on pp. 27-28 of the RFP Attachment B 
Long Term Power Purchase Agreement 
(http://www.levitan.com/AIURFP/LongTerm/Documents/IPA_AIU_LTRR_RFP_AttachmentB_2010-
Draft_Rev1.doc).  

http://www.comed-energyrfp.com/ltdocuments.asp
http://www.comed-energyrfp.com/docs/lt/8Sample_Confirmation_9-7-2010.pdf
http://www.levitan.com/AIURFP/LongTerm/
http://www.levitan.com/AIURFP/LongTerm/Documents/IPA_AIU_LTRR_RFP_AttachmentB_2010-Draft_Rev1.doc
http://www.levitan.com/AIURFP/LongTerm/Documents/IPA_AIU_LTRR_RFP_AttachmentB_2010-Draft_Rev1.doc
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seems quite fair and reasonable, even if it raises concerns for Iberdrola’s bankers.  

Admittedly, though, depending on how one assesses the actual risk that, at some point 

during the 20 years, the government will try to take away ComEd’s right to recover 

payments to suppliers under the 20-year contract referenced above, it is certainly 

conceivable the limited liability provisions may have some actual impact on bidder 

participation in the RFP, as well as risk premiums embedded in bids.  But if bidders and 

banks have so little trust in the State’s willingness to support its own renewable energy 

portfolio standard over the next 20 years, then how can ComEd and Ameren be 

expected to ―keep the faith‖?  How can the Commission expect ComEd and Ameren to 

trust the government to not pull the rug out from under their legs, if the likelihood of 

such a reversal is as palpable as Iberdrola implies? 

 Next, Iberdrola states: 

The credit requirements in Appendix K are one-sided and onerous.  Daily mark to 
market margin requirements for a 20 year contract would require considerable 
financial capability and is totally unsuitable for long term contracts.  Such a 
requirement is nowhere near standard or generally accepted in the industry…In 
addition, credit support is typically bilateral applying to both the purchaser and 
the seller. 
 

(Iberdrola Objections, October 4, 2010, p. 9) 

To clarify, margining will be required throughout the term of the 20-year contract; 

however, margining is calculated using three times the annual contract quantity rather 

than the remaining contract quantity.  Specifically, in Docket No. 09-0373, the 

Commission adopted the following credit requirements for long-term renewable PPAs: 

For energy, the IPA says this will be a non-margining contract as long as the 
Contract Value (Contract Quantity times Contract Price) for a three-year forward 
period is higher than the three-year forward ATC energy price at the utility load 
zone multiplied by the applicable Contract Quantity and then multiplied by a 
factor that reflects the average energy value of the specific resource type 
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compared to the average ATC value.  The IPA states that the utilities will perform 
daily mark to market calculations to enable this calculation.  If however, the 
three-year forward ATC energy price multiplied by the applicable Contract 
Quantity and then multiplied by a factor reflecting the average energy value of 
the resource is greater than the three-year forward Contract Value, the IPA says 
the supplier will post cash or a letter of credit (net of any unsecured credit 
allowance) with the utility equal to the difference in these two values. 
 
(Order, Docket No. 09-0373, December 28, 2009, pp. 99-100 and 117) 

Iberdrola asserts further, ―credit support is typically bilateral, applying to both the 

purchaser and the seller.‖  (Iberdrola Objections, p. 9)  However, the utilities’ supply 

contracts typically require suppliers to post collateral as assurance against default, but 

do not require the utilities to post collateral.2  Generally, Staff has not objected to this 

allocation of risk between utilities and suppliers because, unlike suppliers, ComEd and 

Ameren are public utilities that are required by statute to purchase renewable energy 

resources and are permitted to recover prudently incurred costs associated with those 

requirements via pass-through tariffs.  (220 ILCS 5/16-111.5(l))  As such, ComEd and 

Ameren are not likely to default on supply contracts.  Hence, as seen in many other 

RFPs, in Illinois and in other States, suppliers are willing to enter supply contracts with 

the utilities, even when the utilities are not required to post collateral.3   

                                            
2
  Supply contracts entered into during spring 2008 included collateral requirements for the utilities in 

recognition of the utilities having credit ratings that were below investment grade. 

3
 For Illinois, see the results of previous ComEd and Ameren RFPs posted on the ICC’s web page 

(http://www.icc.illinois.gov/electricity/ElectricityProcurement.aspx).  For other states, see the results of 
previous New Jersey BGS auctions (http://www.bgs-auction.com/bgs.auction.prev.asp) and Maryland 
Standard Offer Service RFPs (http://www.pepcoholdings.com/business/suppliers/sos/disclosure/, 
http://www.bge.com/portal/site/bge/menuitem.1801cf82ff5a66e60e7c62f9016176a0/, and 
http://www.alleghenypower.com/rfp/Maryland/PreviousSolicitationResults.asp).  Sample one-sided mark-
to-market collateral and other credit-related provisions are described in the Illinois utilities’ RFPs as well 
as in the following sources:  New Jersey -- 2011 BGS-FP Supplier Master Agreement, Article 6, pp. 35-
53 (http://www.bgs-
auction.com/documents/2011_BGS_FP_Supplier_Master_Agreement_filed_July_1_2010.pdf) and similar 
documents for other New Jersey electricity procurements (http://www.bgs-
auction.com/bgs.bidinfo.cc.asp); Maryland -- Maryland Utilities’ Request For Proposals for Full 
Requirements Wholesale Electric Power, Pre-Bid Webinar, September 22, 2010, Presentation slide nos. 
66-69 (http://rfp.bge.com/PreBidConference20100917.ppt). 

http://www.icc.illinois.gov/electricity/ElectricityProcurement.aspx
http://www.bgs-auction.com/bgs.auction.prev.asp
http://www.pepcoholdings.com/business/suppliers/sos/disclosure/
http://www.bge.com/portal/site/bge/menuitem.1801cf82ff5a66e60e7c62f9016176a0/
http://www.alleghenypower.com/rfp/Maryland/PreviousSolicitationResults.asp
http://www.bgs-auction.com/documents/2011_BGS_FP_Supplier_Master_Agreement_filed_July_1_2010.pdf
http://www.bgs-auction.com/documents/2011_BGS_FP_Supplier_Master_Agreement_filed_July_1_2010.pdf
http://www.bgs-auction.com/bgs.bidinfo.cc.asp
http://www.bgs-auction.com/bgs.bidinfo.cc.asp
http://rfp.bge.com/PreBidConference20100917.ppt
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 Moreover, Staff has considered the potential benefit of making collateral 

requirements under the supply contracts bi-lateral (that is, imposing similar or identical 

requirements on ComEd and Ameren).  Nevertheless, it remains unclear if the 

potentially lower bid prices that might be obtained if the utilities were required to post 

collateral with suppliers would entirely offset the higher cost of the utilities posting such 

collateral since, under either scenario, the costs incurred by the utilities would be 

passed through to ratepayers via tariffs.  In the absence of definitive evidence that 

utilities have become unusually risky counterparties or that bilateral collateral 

requirements would lower costs incurred by customers, and subject to further advice 

provided by the Commission’s procurement monitor, Staff has accepted the 

recommendations of the IPA’s procurement administrators with regard to such 

provisions.  

 Iberdrola also asserts that Appendix K’s utilization of a pure derivative contract is 

―not appropriate for long term renewable contracting‖ and that ―[a]ny contract for long 

term renewables should contain appropriate elements of physicality.‖  (Iberdrola 

Objections, October 4, 2010, pp. 8-9)  First, it is not accurate to call the Appendix-K 

product a ―pure derivative,‖ which would be an asset whose value is determined solely 

by price movements in other assets.  Although one component of the Appendix K 

product is a financial fixed-for-floating swap (considered a derivative), the quantity is 

directly tied to the actual hourly output of the resource.  Furthermore, the REC 

component is also tied to the actual renewable resource and is as tangible as any other 

contract for RECs.  So the Appendix K product does indeed involve ―elements of 

physicality,‖ as Iberdrola puts it, even if it is not a purely physical contract.  But this is 
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mere quibbling over words.  Staff’s larger issue is that Iberdrola, with one exception, 

fails to explain why the combined fixed-for-floating swap and REC contract is an 

inappropriate form for a long-term contract for renewable energy resources or why a 

greater degree of physicality is so essential.  The one exception is that Iberdrola does 

indicate that the ―passage of Dodd-Frank legislation makes use of such contracts 

extremely problematic.‖  While a bit overstated, this is a fair concern, but one which has 

already been taken into account in both the instant Plan and in the final 20-year 

renewable energy resource contracts.  For instance, on page 8 of the Sample 

Confirmation for ComEd’s final Long-Term Master Agreement (see footnote 1, page 8), 

under ―F. Federal Law and Regulations,‖ it states: 

If federal law or regulations related to over-the-counter derivatives are adopted or 
implemented that significantly affect the benefits and burdens that are reflected in 
this Agreement or in the December 28, 2009 Order issued by the Illinois 
Commerce Commission in Docket No. 09-0373 (for example, regulations that 
would require margining of Buyer), the Parties shall use commercially reasonable 
efforts to reform this Agreement in order to give effect to the original intentions of 
the Parties regarding the appropriate benefits and burdens to each Party. In the 
event that the Parties, through the exercise of reasonable diligence and effort, 
are unable to reform the Agreement in the manner described on a mutually 
acceptable terms, then the Agreement shall be deemed to be terminated and 
shall be of no further force and effect. Upon such termination, neither party shall 
have any further liability to the other; provided, however, that any amounts then 
due under the Agreement will not be affected by such termination. 

If this constitutes an insufficient contingency plan, then it would seem that the IPA 

should petition the ICC to amend Appendix K, accordingly.  More generally, if the 

various Appendix K prescriptions add up to something so distressing to potential 

bidders that the RFP is likely to be uncompetitive (due to a lack of willing bidders), then 

an alternative should be developed and presented to the ICC as a petition to amend 

Appendix K.  Staff reserves the right, at that time, to examine the alternative, to 
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evaluate how it re-allocates risk sharing between suppliers, utilities, and ratepayers, 

and to present its analysis to the Commission. 

 On the other hand, based on the level of interest that was expressed for 

participating in the already-approved 20-year renewable energy resource procurement 

(even after the RFP and contracts were ―finalized‖), Staff is not convinced that a 

significant change to Appendix K would be needed to implement a competitive 

procurement event.  But in any event, it makes sense to observe the results of the 

ongoing 20-year renewable energy resource procurement before rushing into another 

long-run procurement.  Thus, Staff would encourage the Commission to reject the 

proposals of WOW, Duke, and Iberdrola with respect to the instant Plan.  Meanwhile, 

immediately after the results of the upcoming 20-year procurement are known, Staff 

would encourage the IPA (especially if it shares these parties’ enthusiasm for long-run 

contracts) to begin a workshop process or other investigatory process to begin the 

design of one or more potential long-run procurements for possible inclusion in next 

year’s procurement plan.   

 To be clear, Staff recommends that the Commission approve the IPA’s proposal 

to include in this year’s procurement plan only the acquisition of unbundled RECs 

through contracts covering the delivery period June 2011 through May 2012.  However, 

if the Commission chooses not to accept Staff’s recommendation to approve the IPA’s 

Plan, and instead looks to the WOW, Duke, or Iberdrola proposals, Staff notes that 

WOW’s 5-year unbundled REC proposal is the most well-defined proposal among the 

three, and raises the fewest unresolved issues.  Hence, if the Commission chooses not 

to accept Staff’s recommendation to reject all three of the long-run renewable 



 

14 

proposals, Staff would recommend that the Commission approve only the WOW 

proposal.  In that event, Staff would also bring to the Commission’s attention two 

important issues that WOW’s proposal leaves unresolved:  the budget for the proposed 

five-year contract procurement and the integration into the selection process of the 

solar photovoltaic preferences included in the IPA Act (such preferences become 

effective in 2012). 

 With respect to the budget for a 5-year REC procurement, Staff would 

recommend utilizing 10% to 15% of the total June 2011 through May 2012 budgets.  

These percentages are based on Staff’s attempt to reasonably allocate the total budget 

for the five years between the one-year, five-year, and 20-year contacts that would be 

effective during this time period.  Based on the usage and revenues data and forecasts 

provided by ComEd and Ameren, 10% would amount to a budget of $7,710,937 per 

year (or, on average, $14.02 per REC) for ComEd and $4,527,020 per year (or, on 

average, $22.64 per REC) for Ameren, while 15% would amount to a budget of 

$11,566,405 per year (or, on average, $21.03 per REC) for ComEd and $3,018,013 per 

year (or, on average, $15.09 per REC) for Ameren. 

 With respect to the solar photovoltaic requirement, the WOW proposal is unclear 

with respect to the target quantity and is completely silent with respect to the manner in 

which the solar preference should be incorporated into the selection process.  It is 

noteworthy that the IPA established, in the case of the on-going 20-year procurement, 

that the solar target would be set at 6% of the total REC requirement.  That means that, 

if the target were met, the residual solar requirement would be as follows for each of 

the five years (see last column): 
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For ComEd  For Ameren 

Plan 
year 

Total 
Solar 
Req 

Met thru 
20-yr 
RFP 

Residual  
Plan 
year 

Total 
Solar 
Req 

Met thru 
20-yr 
RFP 

Residual 

2011 0 0 0  2011 0 0 0 

2012 10,585 84,000 -73,415  2012 4,761 36,000 -31,239 

2013 37,901 84,000 -46,099  2013 17,351 36,000 -18,649 

2014 85,756 84,000 1,756  2014 36,158 36,000 158 

2015 190,725 84,000 106,725  2015 80,809 36,000 44,809 

 

Since the residual requirement would be zero or negative for the first three years, and 

would be extremely small for the fourth year, Staff recommends setting the solar 

requirement for the 5-year REC procurement (if one is authorized) to zero.  The positive 

solar residual RECs for plan years 2014 and 2015 could instead be sought through 

one-year REC procurements implemented in each of those two years. 

 The above conditional recommendation on quantities, if accepted, renders moot 

the issue of how the solar preference should be incorporated into the selection process.  

However, if both of Staff’s recommendations--to reject the proposal for a 5-year REC 

procurement in 2011 and to set the 5-year REC solar target to zero--are rejected by the 

Commission, then Staff recommends the Commission order that the solar preference 

be treated with the same priority as the existing wind requirement.  To be more specific, 

Staff recommends that the Commission officially sanction the selection rule that NERA 

set forth in the Appendix 5 – Evaluation Process of the 2010 Long-Term Renewable 

Energy and REC RFP Process and Rules for ComEd, attached to this Response as 

Attachment A. 

3. Summary 

 In conclusion, Staff finds the long-term renewable energy resource proposals by 

WOW, Duke, and Iberdrola, to varying degrees, incomplete, vague, liable to shift risk 
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from suppliers to ratepayers, and poorly timed, given the ongoing 20-year renewable 

energy resource procurement process currently underway.  For these reasons, Staff 

recommends that the Commission reject these proposals.  However, Staff is willing to 

concede that the proposal by WOW is the least troubling, at this juncture, provided that 

certain issues with the proposal are resolved, as described in more detail above. 

B. RESA’s Proposal to Implement Four Energy Procurement Events per 
Year 

 With respect to setting energy price hedges, RESA ―supports the concept of 

introducing more frequent procurement events as one of several procurement approach 

modifications that can result in more market responsive and market reflective default 

service.‖ (RESA Objections, October 4, 2010, p. 2)  RESA’s rationale can be aptly 

summarized by this excerpt from its Objections: 

 The use of more frequent procurement events would enable the 
procurement of shorter-term contracts which could be procured closer in time to 
actual delivery of the supply.  The use of shorter term contracts procured closer 
in time to the date of delivery will enable customers to see a default price that 
better reflects market prices and will minimize long term contract hedging 
premiums that are associated with longer term contracts procured far in advance 
of delivery.  Better price signals will spur more thoughtful efficiency investments, 
wise energy usage, and spur development of the competitive market.‖ 

(RESA Objections, October 4, 2010, p. 4) 

 In theory, Staff does not necessarily oppose the concept of introducing more 

frequent procurement events or reducing how far into the future energy price hedges 

are established.  However, before action is authorized, Staff believes the IPA should 

investigate any disadvantages that might accompany such action.  For example, 

holding more frequent events could reduce the amount of supplier participation and the 

degree of competition per procurement event.  Additionally, more frequent procurement 
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events would increase administrative costs and burdens.  The latter problem is 

exacerbated by the PUA’s requirements that each procurement event utilize an RFP, a 

procurement administrator and a procurement monitor (each of whom are required to 

submit reports to the Commission), utility and ICC Staff involvement, and specific 

Commission approval following each event.  (220 ILCS 5/16-111.5)  Additionally, 

RESA’s proposal to reduce how far into the future energy price hedges are established 

would expose customers to greater risk of price volatility, since nearer-term forward 

prices are more volatile than more distant-term forward prices.  Additionally, while, as 

RESA claims, contracts that extend out only a few months may result in tariffed prices 

that are more reflective of market prices, that same benefit could be produced by 

reducing the hedge ratio below the IPA-proposed 1.0 (and 1.1 for Jul/Aug on-peak).  

Alternatively, it could be obtained simply through changes in rate design.  Finally, if, as 

RESA claims, contracts that extend out only a few months would reduce premiums 

associated with longer term contracts, even more significant savings could be obtained 

by reducing or eliminating the procurement of contracts that extend one and two years 

beyond the plan year (as well as by reducing the hedge ratios (―HRs‖) for the plan 

year), without altering the number of procurement events per year.  For example, in the 

instant Plan, the degree of hedging to be completed by the end of spring 2011 for the 

upcoming three plan years could be modified as follows (note difference between the 

―IPA Proposed Plan‖ and the ―Hypothetical Alternative‖): 

 

 

 



 

18 

Degree of Energy Price Hedging to be Completed by End of Spring 2011 

 IPA Proposed Plan Hypothetical Alternative 

Jun 2011-May 2012 100% 100%  

Jun 2012-May 2013 70% 50% 

Jun 2013-May 2014 35% 0% 

Hedging Ratios 
1.0  

and 1.1 for Jul/Aug on-peak 
0.9 

and 1.0 for Jul/Aug on-peak 

 

At this time, Staff is not advocating such a hypothetical alternative as shown in the far 

right column of the above table.  However, Staff has already noted that current 

electricity future contract prices increase in relation to the immediacy of their delivery 

periods (that is, P2011 < P2012 < P2013 < P2014, where Pyyyy refers to the average price of 

futures contracts with delivery during year yyyy), and that this potential evidence of risk 

premiums should be investigated by the IPA and considered when it proposes hedging 

levels.  (See Staff Objections, October 4, 2010, pp. 9-10) 

 While Staff is not necessarily opposed to procurement plans that would be more 

sensitive to short-term price fluctuations and less heavily hedged, Staff finds RESA’s 

proposal in this regard too complex and costly to administer.  Hence, Staff recommends 

that the Commission reject RESA’s recommendations for inclusion in the instant Plan. 

However, Staff is willing to work with the IPA, RESA, and other interested parties 

in developing other proposals for potential inclusion in future procurement plans.  In 

particular, the Commission’s Office of Retail Market Development (―ORMD‖) will solicit 

written input on this matter, and Staff will prepare a report to be provided to the IPA 

prior to the publication of the IPA’s next draft procurement plan.  This report will include 

explicit recommendations on how, if at all, Staff would propose to ―enable customers to 

see a default price that better reflects market prices and will minimize long term 
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contract hedging premiums that are associated with longer term contracts procured far 

in advance of delivery,‖ as RESA put it. (RESA Objections, p. 4) 

C.  Ameren’s Proposal to Delete Central Party Clearing for 
Standardized Financial Instruments on Exchange Traded Contracts 

 Ameren presents a cogent critique of the IPA’s proposal to add ―[c]entral party 

clearing for standardized financial instruments on exchange traded contracts.‖ (Ameren 

Objections, October 4, 2010, pp. 5-6)  In sum and substance, Ameren argues that the 

IPA proposal has not been adequately defined, and that:  (1) on the one hand, it may 

be inconsistent with the RFP process described in the PUA which would have major 

ramifications that should be more fully vetted; or (2) on the other hand, it may add 

nothing (or only additional costs) relative to Ameren’s preferred procurement of physical 

products during the 2011 procurement cycle. 

 Ameren’s arguments present reasonable grounds for further study of central 

party clearing for standardized financial instruments on exchange traded contracts, 

which Staff would urge the IPA to undertake.  In particular, it is the type of procurement 

mechanism that might be clarified through discussions with the IPA’s procurement 

administrators, the Staff, the Commission’s procurement administrator, the utilities, and 

the relevant exchanges and clearing houses.  Staff would urge the IPA to initiate such 

discussions well in advance of next year’s plan.  Afterwards, in 2011, Staff would urge 

the IPA to present its investigative findings and any associated recommendations along 

with the next procurement plan. 

D. ComEd’s Proposal to Delete Language Regarding Collateral 
Thresholds 

The IPA’s Plan includes the following language: 
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Collateral Thresholds should remain at the levels used in the utilities’ existing 
energy contracts unless there is consensus among the utilities, Procurement 
Administrators, Procurement Monitor and Staff that a compelling reason warrants 
new Collateral Thresholds.  Under no circumstances should implementing new 
Collateral Thresholds require retroactive changes that lower the Collateral 
Thresholds in existing contracts entered into during past or current procurement 
processes. 

(IPA Plan, p. 16) 

Collateral Thresholds (―Thresholds‖) are unsecured credit limits that the utilities 

grant creditworthy suppliers.  All else being equal, raising Thresholds reduces supplier 

risk because it lowers the amount of collateral suppliers must post with the utilities.  

Conversely, lowering Thresholds increases supplier risk because it raises the amount of 

collateral suppliers must post with the utilities.  In other words, higher Thresholds mean 

utilities have less collateral on hand in the event of a supplier default.  As such, utilities 

grant suppliers Threshold amounts based on credit ratings.  That is, utilities grant the 

highest Threshold amounts to suppliers with the highest credit ratings and do not grant 

unsecured credit to suppliers without requisite credit ratings.  To be clear, Staff does not 

propose to reduce collateral requirements for the utilities’ energy contracts. 

For the past two procurement cycles, ComEd and Ameren contracts have 

included identical Threshold amounts, with both utilities granting counterparties with the 

highest credit ratings an unsecured credit limit of up to $80 million.  In Staff’s view, 

changing Thresholds absent a compelling reason could cause suppliers to view the 

utilities’ Thresholds as arbitrary and uncertain.  Currently, energy and capacity contracts 

have terms up to three years; hence, changing Thresholds affects existing contracts as 

well as participation levels in future RFPs.  Therefore, Staff avers that under no 

circumstances should Thresholds used in future contracts affect Threshold levels under 
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existing contracts.  As with all risk factors, suppliers will make bids that include a price 

for this uncertainty (i.e., risk) and utility customers will pay the price for such risk. 

Staff initially presented this recommendation in its June 2010 post-procurement 

comments.4  Constellation Energy Commodities Group, Inc. supported Staff’s 

recommendation.5 

ComEd Objections allege the recommendation is inconsistent with the Act and 

should be rejected for the following reasons:  (1) it denies the utility its statutory right to 

object to any contract term and to have the matter brought before the Commission for 

resolution; (2) the IPA has not presented any support for keeping Thresholds at their 

current levels; and (3) current Threshold levels are higher than typically seen in 

comparable circumstances.  (ComEd Objections, October 4, 2010, pp. 20-22) 

As Staff will explain, ComEd’s reasoning is flawed and the Commission should 

reject ComEd’s Objections to the Threshold recommendation.  This recommendation 

should remain in the Plan the Commission approves because it merely supports current 

Threshold levels, which ComEd has used for two procurement cycles during 2009 and 

2010. The Threshold recommendation does not limit the ability of the Procurement 

Administrators to change Threshold levels when compelling reasons warrant such 

revisions.      

                                            
4
 Initial Comments in Response to the Public Notice of Informal Hearing (Request for Comments) 

Concerning the Spring 2010 Electric Procurement Events, presented to the Illinois Commerce 
Commission, by the Staff of the Illinois Commerce Commission, June 21, 2010, p. 1. 

5
 The reply comments of Constellation Energy included one exception – unsecured credit should be 

extended to bidders with BB-/Ba3 equivalent ratings.  Reply Comments of Constellation Energy 
Commodities Group, Inc. Concerning Recent Procurement Events Held on Behalf of Commonwealth 
Edison Company and the Ameren Illinois Utilities (AmerenCILCO, AmerenCIPS, and AmerenIP), July 9, 
2010, pp. 8-9.  Staff’s recommendation is limited to current collateral thresholds.  Staff has no 
recommendation regarding extending unsecured credit to non-investment grade suppliers. 
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First, ComEd Objections allege, ―[t]he IPA’s proposal effectively seeks to deny 

the utility its statutory right to object to any contract term and to have the matter brought 

before the Commission for resolution.‖  (ComEd Objections, October 4, 2010, p. 21)  

Section 16-111.5(e)(2) clearly states: 

The procurement administrator, in consultation with the utilities, the Commission, 
and other interested parties and subject to Commission oversight, shall develop 
and provide standard contract forms for the supplier contracts that meet 
generally accepted industry practices.  Standard credit terms and instruments 
that meet generally accepted industry practices shall be similarly developed…If 
the procurement administrator cannot reach agreement with the applicable 
electric utility as to the contract terms and conditions, the procurement 
administrator must notify the Commission of any disputed terms and the 
Commission shall resolve the dispute.   

(220 IILCS 5/16-111.5(e)(2))   

While Section 16-111.5(e)(2) does provide that contract terms under dispute are 

to be brought to the Commission for resolution, nothing in Section 16-111.5 prevents 

those issues from also being addressed as part of the Commission’s review and 

approval of the IPA’s Plan.  As such, the IPA would not circumvent any protections 

expressly called for by statute by adopting the Threshold recommendation in its Plan.  

In Staff’s view, the collaborative process that occurs during the implementation phase, 

which includes feedback from suppliers, has resulted in a reasonable balance of risk 

between utilities and suppliers.  Thus, generally, Staff prefers that stakeholders 

determine contract credit requirements during the implementation phase.  However, 

Staff’s Threshold recommendation should be included in the Plan the Commission 

approves because, as implied in the ComEd Objections, ComEd has indicated it is 

willing to change the Collateral Thresholds it has used for the past two years without 

offering any compelling reason for doing so. 
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Furthermore, ComEd’s Objections in the instant case contradict ComEd’s 

position in the IPA’s most recently approved procurement plan proceeding, Docket No. 

09-0373.  Specifically, in Docket No. 09-0373, ComEd did not object to the IPA’s 

Appendix K, which set forth specific collateral requirements for long-term renewable 

energy resources and RECs, including the types of security the utilities would accept to 

satisfy those collateral requirements.  Specifically, in Docket No. 09-0373, ComEd 

argued: 

…Appendix K clearly does call for margining a rolling three years of the contracts 
quantities of energy.  Staff also appears to suggest that much or all of the 
determination of supplier credit requirements be left to the procurement 
administrator in consultation with Staff and others.  In fact, the IPA has made 
specific proposals regarding the credit requirements for both energy and RECs.  
When viewed in total, ComEd has no objections to the IPA’s proposal outlined in 
Appendix K.  However, ComEd would object to signing long term contacts with 
what it viewed as weak credit protection for consumers.  That is why the 
Commission should reject suggestions to potentially change a key component of 
the IPA’s balanced proposal.  If accepted by the ICC, the procurement 
administrator could help work out the proper contract language, but could not 
alter the approved credit requirements.  (Commonwealth Edison Company’s 
Reply in Support of the Illinois Power Agency’s Motion for Leave to File 
Supplemental Recommendations for the Procurement Plan, November 16, 2009, 
par. 3, emphasis added.)   

Second, ComEd alleges, ―the IPA has presented no support, evidence or 

reasoning for keeping the unsecured credit levels at the high levels that the IPA 

proposes…[i]f, instead of following this statutorily mandated process, the IPA wants the 

Commission to resolve the issue now, it should be required to provide some support for 

its position.‖  (ComEd Objections, October 4, 2010, p. 21)  Staff notes the IPA has not 

proposed any unsecured credit levels.  The IPA Plan does nothing more than support 

current Threshold levels, which ComEd has adopted for the past two procurement 

cycles.  Nevertheless, ComEd Objections state: 
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ComEd’s understanding is that this unsecured amount [i.e., $80 million, which is 
available to suppliers with the best credit rating] is higher than the amount 
typically seen in comparable circumstances.  For example, this amount is higher 
than the unsecured amounts granted by PJM, which provides a maximum 
amount of $50 million.  It is also higher than what is provided in the New Jersey 
process, where a maximum unsecured amount of $60 million is allowed.   
 
(ComEd Objections, p. 21) 

Foremost, the $80 million Threshold amount used in ComEd’s contracts is not 

higher than the amount typically seen in comparable circumstances given the Ameren 

contracts use the same Thresholds.  Staff avers there is not a competitive procurement 

more similar to ComEd than Ameren given the same statute governs both 

procurements. 

Furthermore, ComEd’s unsecured credit limits are not comparable to the 

unsecured credit limits granted by either PJM or the New Jersey auction contracts 

(―BGS contracts‖).  Exposure under ComEd’s contracts is a mark-to-market calculation 

for all transactions under all existing contracts, which may extend up to three years from 

the date the parties execute the supply contracts.  The $80 million Threshold amount 

serves as a cap on unsecured credit limits granted to all affiliated parties and all 

contracts covered by a single guarantor.  (ComEd Master Power Purchase and Sale 

Agreement, posted April 2, 2010, pp. 16-17 and 19-20)  In contrast, PJM calculates 

exposure as the sum of the highest three consecutive weekly bills in the past year and 

permits affiliates an aggregate unsecured credit limit up to $150 million.  (PJM Credit 

Overview and Supplement, September 16, 2010, pp. 1 and 15)  The BGS contracts 

grant a maximum unsecured credit amount of $60 million, but do not cap unsecured 

credit limits across affiliates or cap the aggregate unsecured credit limit for guarantors 

of more than one supplier.  Finally, some utilities’ energy contracts grant credit worthy 
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suppliers higher unsecured credit limits than ComEd.  For example, utilities in Maryland 

and Pennsylvania grant suppliers rated A- and above unsecured credit limits of $100 - 

$125 million.  (Maryland Utilities’ Request for Proposals for Full Requirements 

Wholesale Electric Power Pre-Bid Webinar, September 22, 2010; Provider of Last 

Resort Supply Master Agreement between West Penn Power Company d/b/a Allegheny 

Power and [Seller Name], pp. 26-27)     

ComEd argues, ―[a]llowing the Plan to implement overly generous unsecured 

credit levels would mean that customers will bear additional risks – and additional costs, 

should a supplier default.‖  (ComEd Objections, October 4, 2010, pp. 21-22)  Yet, 

neither ComEd nor Ameren has had a supplier default under the power supply 

contracts.  That is, there is no additional risk to customers due to supplier defaults today 

than existed for the past two procurement cycles.   

ComEd also strikes out the sentence on contract terms that states, ―[u]nder no 

circumstances should implementing new Collateral Thresholds require retroactive 

changes that lower the Collateral Thresholds in existing contracts entered into during 

past or current procurement processes.‖  (ComEd Objections, October 4, 2010, 

Appendix C, p. 16)  ComEd does not provide a rationale for that deletion.  In Staff’s 

judgment, omitting that language would be unwise given such actions would 

undoubtedly increase risk to suppliers because suppliers could not rely on the credit 

terms of the contracts they sign.   The increase in supplier risk would lead to an 

increase in contract prices.  Therefore, Staff recommends the Commission reject 

ComEd’s recommendation to delete the sentence that prohibits making retroactive 

changes to existing contracts. 
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Staff reviewed ComEd’s original supplier forward contracts that the Commission 

approved in Docket No. 05-0159 (which, notably, used the same unsecured credit limits 

as the BGS contracts).  In that case, Staff testified: 

ComEd has not shown that its proposed credit requirements are based on any 
quantitative analysis of their impact on auction prices or the degree of protection 
they provide ratepayers in the event of a supplier default. This suggests the 
optimal credit requirements will only be determined through experience. 
Therefore, the Commission should not conclude that ComEd's proposed credit 
requirements strike the optimal balance between protection against default risk 
and bidder participation.  
 
(Docket No. 05-0159, ICC Staff Ex. 15.0, p. 2) 
 

In summary, balancing risk allocation between utilities and suppliers may be more art 

than science; yet, it should not be arbitrary and, should never involve retroactive 

changes to existing contracts.  In conclusion, Staff continues to recommend including 

the Threshold language in the IPA Plan.  The Threshold language does not make any 

changes to the Threshold amounts; rather, it defines under what circumstances the 

procurement administrator may revise Threshold levels.  However, if the Commission 

determines such language is unnecessary, then Staff recommends, in the alternative, 

that the Commission require the IPA to delete the first sentence of the Threshold 

provision and include the language prohibiting retroactive changes to existing contracts 

in the Plan the Commission approves.  In Staff’s view, the language prohibiting 

retroactive changes would eliminate a potential risk factor that could prove very costly 

to customers. 

E. ComEd’s Proposal to Eliminate Short-Term REC Collateral 
Requirements 

ComEd believes collateral for short-term RECs is unnecessary. (ComEd 

Objections, October 4, 2010, p. 22)  ComEd Objections assert, ―… the conclusion that 
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no collateral requirements need be imposed on one year REC contracts is wholly 

premised on ComEd’s understanding that, under the IPA Act, replacement RECs are 

not required to be procured.  If the Commission determines that replacement RECs are 

required to be procured, then adequate collateral should be required to be posted by the 

suppliers in order to protect consumers.‖  (Id., pp. 22-23)  ComEd therefore proposes 

the following revision to the IPA Plan: 

Therefore, the utilities’ REC contracts should not require that any collateral be 
posted by either party.  Instead, the IPA will not allow any supplier that defaults 
under a REC supply agreement to participate in future REC or renewable energy 
procurement events. 

 
(Id., p. 23)  While it is true that nothing in the IPA Act requires replacement RECs, it is 

also true that nothing in the IPA Act prohibits replacement RECs.  Regardless, ComEd’s 

proposal brings to light an important omission in the IPA Plan.  Namely, the IPA Plan 

does not specify what will occur in the event of a supplier default under short-term REC 

contracts.  Therefore, Staff recommends the IPA Plan specify a contingency plan in the 

event there is a supplier default under a short-term REC contract. 

ComEd’s proposal may be more appropriate than Staff’s recommendation that 

ComEd REC contracts include the same collateral requirements as Ameren REC 

contracts if the IPA Plan specifies that, following a REC supplier default, utilities are not 

required to purchase any replacement RECs or utilities are required to purchase 

replacement RECs in an amount that equals the remaining contract value for the 

defaulting REC supplier.  In contrast, if the IPA Plan requires the utilities either to 

purchase replacement RECs using collateral on hand or to replace all RECs that were 

not provided due to a supplier default, then Staff’s proposal would be more appropriate 

than ComEd’s proposal. 
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In Staff’s view, the decision regarding contingency plans in the event of a REC 

supplier default involves a trade off between lower contract prices for RECs due to 

eliminating collateral requirements for REC suppliers and lower REC replacement costs 

should a REC supplier default.  Staff recommends the IPA evaluate the costs and 

benefits associated with the possible outcomes of this tradeoff and provide a 

contingency plan for the Commission to approve or modify in the IPA Plan. 

III. CONCLUSION 

 Staff respectfully requests that the Illinois Commerce Commission make note of 

Staff’s Response to Objections to Procurement Plan and the various recommendations 

contained herein.  
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Appendix 1:  
Excerpt from pp. 7-8 of the Sample Confirmation document posted on the NERA-

maintained website for the ComEd 20-year renewable energy resource RFP 
(Source:  see Footnote 1, p. 8) 

D. Payment Obligations 

 Buyer is allowed to recover all costs and other amounts incurred under this 
Confirmation and the Master Agreement from its customers pursuant to a pass-through 
tariff that is authorized by section 16-111.5(l) of the Illinois Public Utilities Act (220 ILCS 
5/16-111.5(l)) and approved by the Illinois Commerce Commission. Notwithstanding 
anything to the contrary in this Confirmation or the Master Agreement, Buyer shall not be 
liable to Seller for any amounts, including any Early Termination Amounts that might be 
otherwise due under Section 6(e) of the Master Agreement, that Buyer is not allowed to or 
cannot recover, for whatever reason, from its customers through those pass-through tariffs. 

Unless otherwise required by law, statute or an order, rule or decision of the Illinois 
Commerce Commission, Buyer will not refuse to pay for any Product delivered by Seller for 
the sole reason that payment for Product would cause the cost caps provided for in Section 
1-75(c)(2) of the Illinois Power Agency Act (20 ILCS 3855/1-75(c)(2)) to be exceeded. In 
the event that Buyer is not allowed to recover costs as a result of any of the above actions, 
the following additional conditions shall apply:  1) Buyer shall inform Seller as soon as 
practical of the law, statute or order, rule or decision of the Illinois Commerce Commission 
limiting costs recovery; 2) unless otherwise directed by the Illinois Commerce Commission 
or statute, Buyer shall reduce the quantity of Product purchased under all contracts for 
renewable energy resources that allow for pro-ration in this circumstance and that are 
effective and in force at the time by reducing proportionately for each contract the Annual 
Contract Quantity or similar contract term as required such that the amount of expenditures 
for Product are recoverable; and 3) Buyer will provide notice to Seller each time a change 
is made to the Annual Contract Quantity under this provision. Each time Seller receives a 
notice from Buyer pursuant to clause (3) of the preceding sentence, Seller shall have thirty 
(30) days thereafter to provide notice to Buyer of (a) its election to terminate this 
Agreement; any such election to take effect no later than 60 days after Seller’s notice to 
Buyer of such election; (b) its election to reduce permanently the Annual Contract Quantity 
to the reduced level contained in Buyer’s notice effective when the reduction is scheduled 
to take place; or (c) its election to accept the reduced Annual Contract Quantity contained 
in Buyer’s notice for that Delivery Year. In the event that the Seller accepts the reduced 
Annual Contract Quantity contained in Buyer’s notice, the Applicable Percentage shall be 
reduced proportional to the reduction in the Annual Contract Quantity. 

In the event that Seller exercises its election to terminate this Agreement, neither Party 
shall have any liability to the other Party for, or be entitled to receive from the other Party, 
any Close-out Amounts, and any Unpaid Amounts of Buyer shall not include any amounts 
for which Buyer cannot receive cost recovery from its customers pursuant to rates or tariffs 
approved by the Illinois Commerce Commission. Additionally Buyer shall return to Seller 
any RECs which have been delivered which are associated with an Unpaid Amounts of 
Buyer. 



LONG-TERM RENEWABLE ENERGY AND RECS RFP 
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Appendix 5 – Evaluation Process   

 
1. Eligible Resources  

 
Eligible resources are those that qualify as renewable energy resources under Section 1-10 of the 
Illinois Power Agency Act.  There are six Products: 
 

Product Location and Type of Eligible Renewable Energy Resource 

Illinois-Adjoining Wind A wind resource physically located in the state of Illinois, 
Wisconsin, Iowa, Missouri, Kentucky, Indiana, or Michigan 

Illinois-Adjoining Solar 
A solar photovoltaic resource physically located in the state of 
Illinois, Wisconsin, Iowa, Missouri, Kentucky, Indiana, or 
Michigan 

Illinois-Adjoining Other 

A renewable energy resource as defined in the Act other than 
a wind or a solar photovoltaic resource and that is physically 
located in Illinois, Wisconsin, Iowa, Missouri, Kentucky, 
Indiana, or Michigan 

Other-State Wind 
A wind resource physically located in a state other than 
Illinois, Wisconsin, Iowa, Missouri, Kentucky, Indiana or 
Michigan 

Other-State Solar 
A solar photovoltaic resource physically located in a state 
other than Illinois, Wisconsin, Iowa, Missouri, Kentucky, 
Indiana or Michigan 

Other-State Other  

A renewable energy resource as defined in the Act other than 
a wind or a solar photovoltaic resource and that is physically 
located in a state other than Illinois, Wisconsin, Iowa, 
Missouri, Kentucky, Indiana or Michigan 

 
 
 
2. Benchmarks 

Benchmarks will be established by the Procurement Administrator, in consultation with the Illinois 
Power Agency, the Procurement Monitor, and the Illinois Commerce Commission (“ICC”) Staff.  The 
benchmarks are confidential and are subject to review and approval by the ICC.  
 
Bids that fail to meet the benchmarks are eliminated from consideration and are not evaluated. 
 
3. Targets and Budget 

The Target for the procurement event is 1,400,000 MWh per year.  The Budget is $22,868,155 and is 
the limit for purchases to be cost effective under the Illinois Power Agency Act. 
  
The Illinois Power Agency Act establishes separate targets for wind resources and for solar photovoltaic 
resources.  The wind target is established at 75%.  The solar photovoltaic target is established at 6%.  
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4. Selection Steps 

The evaluation will generally proceed as follows.  

a. Bids will be adjusted to make them comparable across different types of renewable energy.  
The adjustments will be made using a resource-specific factor developed by the Procurement 
Administrator in consultation with the Illinois Power Agency, the Procurement Monitor, and the 
Staff of the Illinois Commerce Commission.   

b. Adjusted Bids are stacked from lowest to highest until either the Target or the Budget is met. 
If the Budget is met first, the Target will not be achieved and the MWh selected at that point 
will be the maximum MWh selected for this procurement event.1 If the Target is met first: 

o bids that are not yet selected are placed in the Rejected Pool (R Pool); 

o the percentage of the wind target achieved is calculated; 

o the percentage of the PV target achieved to this point is calculated; and 

o the evaluation proceeds to the next step.  

c. Wind resources in the R Pool are put in the R-W Pool and their adjusted bids are stacked from 
lowest to highest.  PV resources in the R Pool are put in the R-PV Pool and their adjusted bids 
are stacked from lowest to highest.  Replacements of non-wind and non-PV resources by wind 
or PV resources are made on the following basis.  If the percentage achieved of the wind target 
is higher [lower] than the percentage of the PV target achieved to this point, then replace an 
other resource (non-wind and non-PV) with a PV resource [wind resource], starting with the 
other resource with the highest adjusted bid price and the PV resource [wind resource] with 
the lowest adjusted bid price, to the extent that such a replacement is possible without 
exceeding the budget and while still meeting the Target.  

d. Resources from Illinois and its Adjoining States in the R Pool are put in the ILA Pool and their 
adjusted bids are stacked from lowest to highest.  Replacements of resources from Other 
States by resources in Illinois and its Adjoining States are made on the following basis.  Replace 
a resource of a given type (wind, PV, or other) from an Other State by a resource of the same 
type in the ILA Pool, starting with the Other State resource with the highest adjusted bid price 
and the Illinois-Adjoining resource with the lowest adjusted bid price, to the extent that such a 
replacement is possible without exceeding the budget and while still meeting the Target.  

 

                                                 
1  The selection process may continue in a manner similar to the steps specified in (b), (c) and (d) above, although 

in this case, when the process ends, the Target is not met. For simplification purposes this is not shown. 
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