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VERIFIED RESPONSE OF THE ILLINOIS POWER AGENCY  
TO THE OBJECTIONS TO THE  

220 ILCS 5/16-111.5(d) POWER PROCUREMENT PLAN 
 

 The Illinois Power Agency (“IPA”) files this response to the objections to its  220 ILCS 

5/16-111.5(d) Power Procurement Plan submitted by the Staff of the Illinois Commerce 

Commission (“Staff”), Commonwealth Edison Company (“ComEd”), AmerenCILCO, 

AmerenCIPS, and AmerenIP (together referred to as “Ameren”), Constellation Energy 

Commodities Groups, Inc., Wind on the Wires (“WOW”), Duke Energy Generation Services 

Holding Company, Inc., and Iberdrola Renewables, Inc.   

 On September 29, 2010, the IPA submitted to the Illinois Commerce Commission 

(“Commission”) its Petition seeking approval of the IPA’s Power Procurement Plan for the 

period June 2011 through May 2016 (“Procurement Plan” or “Plan”).  This Plan was submitted 

in accordance with Section 16-111.5(d)(2) of the Illinois Public Utilities Act (“PUA”), 220 ILCS 

5/16-111.5(d)(2).  Staff, ComEd, Ameren, Constellation, RESA, WOW, Duke, and Iberdrola 

filed Objections on October 4, 2010.  Pursuant to the Administrative Law Judge’s October 7, 

2010 Notice, the IPA responds to issues raised by these parties.  Lack of a response to an 

objection should not be construed as agreement by the IPA. 

I. Response to Commonwealth Edison 
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A. The Plan’s proposal to procure Energy Efficiency (Responding  to ComEd 
Objections at 2-9.) 

 
 Section 1-5 of the Illinois Power Agency Act declares that “[e]nergy efficiency . . . 

measures, and renewable energy are resources currently underused in Illinois,” and that “it is 

necessary to improve the process of procuring electricity to serve Illinois residents, to promote 

investment in energy efficiency and demand-response measures, and to support development of 

clean coal technologies and renewable resources.”  20 ILCS 3855/1-5(4).  This section further 

provides that “Energy efficiency, demand-response measures, and renewable energy are 

resources currently underused in Illinois”, and directs the Illinois Power Agency to “develop 

electricity procurement plans to ensure adequate, reliable, affordable, efficient, and 

environmentally sustainable electric service at the lowest total cost over time. . ..” 20 ILCS 

3855/1-5(A).  To ensure that the Illinois Power Agency is making progress on the Illinois 

Legislature’s mandate to promote energy efficiency measures, the Agency is required to annually 

report “to the Governor and the General Assembly on the . . . transactions of the Agency.”  20 

ILCS 3855/1-125.  This report is required to specifically identify the “quantity, price, and rate 

impact of all energy efficiency and demand response measures purchased for electric utilities.”  

Id.  

In furtherance of this mandate from the Illinois General Assembly, the Plan proposes to 

purchase Energy Efficiency as an alternative resource (“EEAR”) for Ameren and ComEd 

eligible retail customers.  See e.g. Plan at 32.  The intent of the IPA’s proposal is to 1) comply 

with the provisions of the IPA Act, and 2) to determine whether a market exists where energy 

can be cost-competitive to more traditional resources.  Moreover, increasing ComEd and 

Ameren’s eligible retail customers’ use of energy efficiency supplies, will bring price and supply 

stability to the supply portfolio. 
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ComEd, Ameren, and Staff have each opposed the IPA’s proposal, arguing that 1) the 

Agency has no authority under the Public Utilities Act to procure energy efficiency measures, 

and 2) that the PUA only permits the IPA to procure a mix of “standard wholesale products.”  

ComEd acknowledges, however, as it must, that Section 8-103 of the PUA specifically 

authorizes the IPA to assume responsibility for implementing energy efficiency measures where 

ComEd or Ameren fail to meet the applicable efficiency standards set forth in Section 8-103.  

220 ILCS 5/8-103.  While the energy efficiency portfolio standard programs maintained under 

Section 8-103 are independent from the energy efficiency as an alternative resource of supply 

proposed in the Plan, there is a clear mandate from the legislature that the Agency has authority 

to procure and promote energy efficiency.   

ComEd further argues that EEAR would be precluded because the amount and timing of 

energy to be avoided by the procurement of an energy efficiency measure is unknown at the time 

the decision is made to procure it, because of various factors including the number of customers 

that enroll, climate conditions, etc.  ComEd Objections at 7.  This assertion, however, is rebutted 

by Section 8-103(f).  Section 8-103 requires that a utility, when proposing energy efficiency 

programs to meet the EEPS, demonstrate that the EEPS program is cost effective.  220 ILCS 5/8-

103(f).  This requires that the utility produce information on the cost of its program, and the 

demand anticipated by EEPS proposals.  ComEd’s claim that the IPA could not identify an 

expected demand for EEAR is not true. 

The Agency concedes that any energy efficiency program purchased as an alternative 

resource must be less than the energy procured through the standard procurement events.  

However, the only way for the IPA to test this market is by hosting a competitive bid 

procurement.  The Agency intends to conduct workshops in the Fall 2010 to gather more 
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information on the market for energy efficiency as an alternative resource.  In the meantime, the 

Commission should authorize the Agency to conduct a procurement event for energy efficiency 

as an alternative resource, consistent with the mandate set forth in the IPA Act.  

B. The Plan’s proposal to solicit bids for Demand Response (Responding  to ComEd 
Objections at 9-16.) 
 
 Like energy efficiency, the IPA Act directs that the IPA promote and advance demand 

response measures.  Section 1-5 declares that demand response measures are currently under 

used in Illinois, and directs that “it is necessary . . . to promote investment in . . . demand-

response measures” in Illinois.  20 ILCS 5/3855/1-5.  This section also requires the Agency to 

annually report “to the Governor and the General Assembly on the . . . transactions of the 

Agency.”  20 ILCS 3855/1-125.  This report is required to specifically identify the “quantity, 

price, and rate impact of all energy efficiency and demand response measures purchased for 

electric utilities.”  Id.  Section 16-111.5(b) requires that the IPA develop a procurement plan that 

includes a “proposed mix of demand-response products for which contracts will be executed 

during the next year. The cost-effective demand-response measures shall be procured whenever 

the cost is lower than procuring comparable capacity products . . ..”  220 ILCS 5/16-11.5(b)(ii). 

 Like last year, ComEd opposes the IPA’s proposal to procure demand response, based in 

significant part because PJM’s demand response procurement auctions “had already procured all 

of the capacity resources necessary to ensure adequacy, so procuring more capacity resources 

would equate to incurring unnecessary costs that would be passed on to customers.”  ComEd 

Objections at 15-16.   

While the Commission rejected the IPA’s proposal in last year’s procurement plan to 

procure demand response, the Commission’s decision to rely on PJM’s demand response 

measures continues to be contrary to the PUA.  Section 16-111.5(b)(3)(ii) of the PUA requires 



 
 

 
 
 

5

the Plan include a mix of demand response products where the cost of the demand response is 

lower than procuring comparable capacity products.  220 ILCS 5/16-111.5(b)(3)(ii).  ComEd’s 

Objections make the point, however, that PJM’s demand response auctions acquire additional 

resources only when it expects “the load to be the same or lower than the original forecast.”  

ComEd Objections at 15.  Quoting from PJM’s, notice, ComEd notes that PJM’s Auctions “are 

conducted only when there is an increase in the RTO’s unforced capacity obligation due to a load 

forecast increase.”  Id.  The PUA, however, imposes a different metric to determine when 

demand response is procured – demand response is procured when the demand response price is 

less than the price for capacity products – not when there is a need to do so based on changes in 

the load forecasts.  The PUA requires direct purchase of demand response where the cost of 

demand response is lower than comparable capacity products; the PJM auctions do not rely on or 

reference the market price of capacity.  ComEd tries to avoid its obligations to purchase demand 

response by relying on its purchase of capacity from PJM, driven by load requirements.  

However, Section 16-111.5(b)(3) requires demand response to be purchased when the price is 

less than comparable capacity, untied and irrespective of its commitments to PJM. 

Moreover, there is no showing that the PJM demand response is procured from Eligible 

Retail Customers.  Section 16-111.5(b)(3)(ii) requires that demand response measures be 

procured from eligible retail customers.  Id.  PJM’s demand response program relies on 

curtailment service providers (“CSPs”), who act as agents for the customers in participating in 

demand response.1   

Therefore, the Plan proposes to solicit bids for additional demand response products that 

also meet the requirements of the PUA, including the requirement that the demand response 

                                                 
1 See e.g. http://www.pjm.com/markets-and-operations/demand-response.aspx. 
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products be procured when their cost is lower than procuring comparable capacity requirements.  

The IPA recommends that no modifications be made to the Plan’s demand response procurement 

proposal. 

C. Optional procurement (Responding  to ComEd Objections at 16-17.) 
 
 ComEd contends that its is unlawful for the Agency to procure up to an additional 10% of 

supply on an optional basis.  ComEd Objections at 16.  It states that if the three-year approach is 

the optimum procurement strategy, then procuring an additional 10% cannot improve on the 

optimum strategy.  Id.  In addition, ComEd states that it is unclear how the proposed additional 

procurement would work in practice as it takes months to run a fair and transparent RFP process. 

Id. at 17.  Notably, ComEd does not cite to a provision of the statute that limits procurement 

cycles to once a year.  While these optional incremental events may not be frequently used, 

eligible retail customers may benefit where more frequent procurements result in a lower price 

for energy.  This option should also remain open should future procurement plans move towards 

a multiple or continuous procurement cycle – an issue that the IPA sought additional comment 

on for future consideration.  Therefore, the IPA recommends that no changes be made to this 

aspect of the Plan. 

D. It is appropriate to oversubscribe for July and August to hedge against price 
volatility.  (Responding  to ComEd Objections at 17-19.) 

 
 Next, ComEd objects to the Plan’s 10% oversubscription for July and August and 

recommends striking the language implementing that provision.  ComEd also provides its 

analysis that demonstrates a “weakness for any argument for over-hedging in July and August.”  

ComEd Objections at 18.  The IPA disagrees with ComEd’s contention that the better approach 

would be to procure at 100% during that period.  The IPA maintains that the potential for spikes 

in consumption in the portfolio are greatest during the July and August peak periods.  
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Oversubscription will mitigate weather risk associated with this period.  Prices in the current 

market are relatively low, but future spot prices can be far above current future prices due to 

variables in plant outages, transmission constraints, natural gas prices, and evidence of growing 

economic recovery.  The Commission has approved oversubscription as a hedge to price risk in 

the 2010 Plan (ICC Docket No. 09-0393), and the Commission should be consistent with its 

prior orders.  Therefore, the IPA recommends that no changes be made to this aspect of the Plan. 

 E. Capacity Procurement 

 ComEd notes the Plan’s inclusion that the procurement administrator will procure 

capacity resources for ComEd and suggests that this is inconsistent with the rest of the capacity 

resource section of the Plan and might be an inadvertent error as states that the language should 

be removed.  ComEd Objections at 20.  The IPA agrees and recommends that the paragraph on 

page 52 beginning with “The IPA’s procurement administrator will issue solicitations…” be 

removed from the Plan. 

F. Collateral Threshold Levels (Responding to ComEd Objections at 20-22.) 

 ComEd suggests that the collateral threshold language on page 16 of the Plan be rejected 

by the Commission.  It states that Section 16-111.5(e)(2) sets out the process for development of 

the standard contract form, as such, the IPA does not have authority to alter the statute or its 

mandates.  ComEd Objections at 20-21.  The IPA disagrees that this provision of the Plan 

deviates from the statute.  Changes to the collateral threshold levels will not done unilaterally, 

and as the Plan emphasizes, will only take only when there is “consensus among the utilities, 

Procurement Administrators, Procurement Monitor and Staff…”  Plan at 16.  The IPA commits 

to negotiating collateral threshold levels as part of the contract terms and conditions negotiations, 

again along with the Procurement Administrators, bidders, utilities, Staff and the Procurement 
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monitor.  Therefore, the IPA recommends that this aspect of the Plan not be amended as sought 

by ComEd. 

G. Short-term REC Collateral Requirements (Responding  to ComEd Objections at 22-
23.) 

 
 ComEd states that it is supportive of “meaningful credit requirements for contacts in 

order to protect customers”, but it does not agree that the short-term REC collateral requirements 

included in the Plan are necessary.  ComEd Objections at 22.  As an alternative, ComEd suggests 

that to prevent against suppliers gaming the system, the Commission should find that suppliers 

who default are ineligible to participate in any future REC or renewable energy resource 

procurement event.  ComEd Objections at 23. ComEd recommends that the last sentence of the 

Renewable Energy Resource section that appears on page 4 of the Plan be revised to read as 

follows: 

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. 

 
 The IPA commits to negotiating this and other contract provisions as part of the contract 

terms and conditions negotiations, along with the Procurement Administrators, bidders, utilities, 

Staff and the Procurement monitor.  Therefore, the IPA recommends that this aspect of the Plan 

not be amended as sought by ComEd. 

D. Updated Forecast Data (Responding to ComEd Objections at 24.)  

 ComEd filed its load forecasts in a timely manner on July 13, 2010.  ComEd issues load 

forecasts twice a year - once in the Spring and once in the Fall.  As with previous Plan filings, 

the IPA agrees that the Plan should be revised to incorporate ComEd’s updated forecast, which 
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ComEd states will be provided in early November 2010.  ComEd Objections at 24.  The IPA will 

modify the Plan accordingly should the Commission agree with this recommendation. 

E. Miscellaneous Corrections (Responding to ComEd Objections at 24.) 

 The IPA agrees with the following corrections offered by ComEd and recommends their 

inclusion into the Plan: 

 The 2011 demand response amount shown on page 41 as 42.0MW should be 
42.9MW in accordance with the IPA filing dated July 15th. 

 Table Q on page 43 should show average load in MWs rather than MWhs. 

 In Attachment F to the Plan, the September 11 SF should be 1,829 not 2,615 and 
the Total should be 3,005 not 3,791. 

 In Attachment F to the Plan, the October 11 SF should be 1,568 not 1,829. 

 In Attachment F to the Plan, the column headings should refer to GWh not MW. 

 In Attachment G to the Plan, the table heading for Average Load should be MWs 
and not MWhs. 

II. Response to Ameren 

A. The Plan’s proposal to procure Energy Efficiency (Responding to Ameren’s 
Comments and Objections at 1-4.) 

 
 Ameren argues that the Plan’s proposal to procure energy efficiency is contrary to the 

PUA and IPA Act and energy efficiency programs are beyond the scope of products the IPA is 

allowed to procure on behalf of the utilities.  Ameren Comments and Objections at 2.  The IPA 

incorporates by reference its response above to the Objections made by ComEd to the IPA’s Plan 

to procure Energy Efficiency as an Alternative Resource (at pages 2-4 above). 

B. The Plan’s proposal to solicit bids for Demand Response (Responding to Ameren’s  
Comments and Objections at 4-5.) 

 
 Ameren objects to the Plan that includes demand response resources be procured during 

the spring of 2011 procurement events as “a free-standing obligation and not related to the 
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replacement of Capacity Resources.”  It argues, in part, that the Plan does not provide an 

explanation as to how it will show that the cost of the DR measures procured under this proposal 

is lower than procuring comparable capacity products. Ameren Comments and Objections at 4.  

Ameren also suggests that should additional demand response be procured that would result in 

additional, unnecessary costs that would be borne by customers.  Id. at 5.  Finally, Ameren states 

that the demand response proposal is flawed since it does not specify the quantity of DR to be 

procured.  Id  The IPA disagrees.  Please see the IPA’s response regarding objections to the 

proposal to solicit bids for demand response at pages 4-6 above. 

C. Exchange traded funds (Responding to Ameren’s Comments and Objections at 5-6.) 
 
 Ameren argues that central counterparty clearing for standardized financial instruments 

on exchange traded contracts be rejected as an additional method of executing contracts.  

Ameren Comments and Objections at 5.  The IPA disagrees.  If central counterparty clearing 

meet the specifications, credit and delivery requirements, then those offers should be allowed.  

Therefore, the IPA recommends that the Plan not be modified as suggested by Ameren. 

D.  Energy hedges – financial swaps vs. physical transactions (Responding to Ameren’s 
Comments and Objections at 6-7.) 

 
 Ameren supports the Plan’s proposal that will procure physical transactions at least for 

the 2011 procurement process and monitor developments for future procurements.  Ameren’s 

Comments and Objections at 6.  However, Ameren argues that the Plan is contradictory in that 

the Plan provides that the procurement administrator will have the discretion to revert back to 

financial swap contracts if deemed preferable to physical delivery of energy.  The IPA maintains 

that the option of reverting back to a financial swap contract be kept open in the event that clarity 

on the derivatives issue is achieved prior to procurement events.  In addition, the IPA 

recommends the following amendments, which may alleviate some of Ameren’s concerns: 
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On pages 27-28: 
 
Furthermore, if the procurement administrator, after consultation with the 
IPA, utilities, Commission, and procurement monitor, determines that 
financial swap contracts are still preferable to contracts for physical 
delivery of energy, the procurement administrator will be instructed to 
fashion the swap contract, … 
 
On page 32: 
In summary and in light of the information currently available, the IPA 
recommends replacing financial swaps for the spring 2011 procurement 
event with those that settle physically within MISO.  This would appear to 
be the most prudent course of action until the rule making process is better 
understood.  However, if the procurement administrator, after consultation 
with the IPA, utilities, Commission, and procurement monitor, determines 
that financial swap contracts are preferable to contracts for physical 
delivery of energy, the procurement administrator will be instructed to 
fashion the swap contract, as previously noted in the Plan.  The IPA will 
monitor the rule making process and recommend a course of action for 
procurement events beyond spring 2011 as the outcome of the current rule 
making process becomes clearer. 
 

E. Clarifications and data corrections (Responding to Ameren’s Comments at 7.)  
 
 Ameren recommends clarifying the Preferences section with respect to Renewable 

Energy Resources on page 39.  The IPA agrees and recommends accepting Ameren’s suggested 

language: 

“Because renewable energy resources are being procured for a period after June 1, 
2011, the State of Illinois preference no longer applies.” 

 
 Ameren also adjusts Attachment D by correcting the quantity for January 2014 in the on-

peak table.  The correct values should be 750 MW for the 2011 IPA Procurement (as opposed to 

0 MW) and 650 MW for the 2012 IPA Procurement (as opposed to 400 MW).  The IPA 

recommends accepting those amendments. 

III. Response to Staff 

A. The Plan’s proposal to procure Energy Efficiency (Responding to Staff Response 
and Objections at 5-8.) 
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 Staff objects to the Plan’s EEAR proposal arguing that it exceeds IPA authority and is 

contrary to the PUA and the IPA Act and that the purchase of EEAR products is beyond the 

scope of products the IPA is allowed to procure on behalf of the utilities pursuant to Section 16-

111.5 of the PUA.  It also contends that the Plan lacks details and presumes the energy efficiency 

programs are “far more mature and reliable than Staff is willing to concede.”   Staff Comments 

and Objections at 6.  The IPA incorporates by reference its response above to the Objections 

made by ComEd to the IPA’s Plan to procure Energy Efficiency as an Alternative Resource (at 

pages 2-4 above). 

B. The Plan’s proposal for optional incremental procurement events (Responding to 
Staff Response and Objections at 8-11.) 
 
 Staff objects to the inclusion of an optional incremental procurement arguing that the 

proposal does not “mitigate the risk of price decline.” A price decline only poses a risk if the 

utility is hedged beyond 100% of its requirements.  Staff Objections at 8.  Staff also states that it 

is unclear how many incremental events might occur and that the IPA does not have adequate 

resources to pursue these optional activities.  Id. at 10.  Please see the IPA’s response regarding 

objections to the optional procurement at page 6 above. 

C. The Illinois Preference (Responding to Staff Response and Objections at 11-12.) 
 

Staff’s position is analogous to Ameren, which is that the Plan should be revised to 

correctly state and account for the fact that the Illinois and adjoining state preference applies to 

renewable energy resource procurements covering the period June 2011 to May 2012.  The IPA 

recommends incorporating Ameren’s suggested change as noted above. 

D. Clerical/Typographical (Responding to Staff Response and Objections at 12.) 

 The IPA agrees with the following correction offered by Staff and recommends its 

inclusion into the Plan:  Attachment D, page 3.  There is a difference between the January 2013 
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row of Table I on page 30 of the Plan and January 2013 row of the otherwise identical 

Attachment D, page 3. The correct values can be found in the January 2013 row of Table I on 

page 30 of the Plan.  Staff provides the same changes to the table as Ameren.  As stated above, 

the IPA agrees with the changes. 

 Staff also notes in Attachment F that the column headings should use “GWH” rather than 

“MW”.  The values in Attachment F are not consistent throughout the Plan to the values in Table 

P on pages 42-43 of the Plan.  The IPA agrees and recommends the changes be incorporated into 

the Plan. 

IV.  Response to Constellation 
 
A. Use of full requirements versus block products (Responding to Constellation 

Objections at 2-12.) 
 

Constellation proposes that the Plan be modified to procure energy under a full 

requirements contract, in lieu of block products that have been acquired through the past two 

procurement events.  Constellation asserts that full requirements contracts place the price risks 

on the wholesale suppliers would be a beneficial resource in the event that the number of utilities 

bundled customers and underlying load will be reduced.  Constellation Objections at 3.  

Constellation contends that a diverse pool of wholesale full requirements product suppliers 

provide the most cost-effective method of management for eligible retail customers.  Id. at 5.  

Constellation argues that full requirements contracts permit the wholesale suppliers to manage 

portfolios “of supply at the least possible cost, by allocating the costs for their operations over 

much larger load obligations throughout the country.”  Id. at 5.   

The IPA opposes Constellation’s proposal at this time.  Section 1-5 of the IPA Act 

provides that the Agency is required to develop “procurement plans to ensure adequate, reliable, 

affordable, efficient, and environmentally sustainable electric service at the lowest total cost over 
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time, taking into account any benefits of price stability. …”  20 ILCS 3855/1-5.  Constellation’s 

proposal that there is reduced price risk on eligible retail customers with full requirements 

contracts is unsupported, and the contrary may also be true – full requirements contracts shift the 

benefit of reducing prices to the wholesale supplier, and deprive eligible retail customers of the 

benefits of reduced prices in a declining market.  In reality, any risk associated with future 

demand for energy, whether declining or not, and future price for energy, is factored into the bids 

submitted by wholesale suppliers for block contracts.   

While the IPA is willing to discuss the use of full requirements products in future 

procurement plans, it continues to believe that its current approach continues to be preferable to 

full requirements contracts.  At the conclusion of the 2009 procurement cycle, the IPA 

commissioned a study on the 2009 Ameren procurement against another procurement in the 

MISO footprint.2  Ameren’s procurements used three separate sealed-bid pay-as-bid auctions to 

purchase standard energy products, capacity and renewable energy credits, whereas FirstEnergy 

solicited full requirements service bids, which included energy, capacity, transmission, and 

ancillary services, among other components, in a single, consolidated products.  The analysis 

showed that under the market conditions that existed at the time of the auction bidding, the 

Ameren procurement approach produced lower energy prices for ratepayers.   

Notwithstanding the IPA’s opposition to Constellation’s proposal, the IPA will further 

examine this option for inclusion in future procurement plans. 

B. Application, Credit and Contracting Process (Responding to Constellation 
Objections at 12-13.) 

 

                                                 
2 Comparative Analysis of Ameren Illinois Utilities and FirstEnergy Ohio Utilities 2009 Wholesale Power 

Procurements.  Levitan & Associates, August 21, 2009. 
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 Constellation recommends that further refinements be made to standardizing products 

and contracts and the application process, and generally notes that standardization would 

decrease administrative burden on all parties.  Constellation Comments at 12.  The IPA 

recognizes the value of standardization and is seeking to unify product requirements, such as the 

move towards unifying the REC procurements.  The IPA will continue to work towards this goal 

with the utilities, wholesalers, procurement administrators, and Commission staff. 

V. Wind on the Wires  

 WOW proposes that the IPA procure a mix of one and five year RECs and estimates the 

RPS Volume Target will increase to just less than 4.6 million in 2015-2016.  WOW Objections 

at 2-3.  Further, WOW recommends that the Final 2011 Procurement Plan be amended to use a 

portion of the Residual Volume of the RPS Requirements be used to procure five year RECs – 

200,000 MWh for Ameren and 550,000 MWh for ComEd.  Id. at 6-7.  WOW also recommends 

that renewable resources have its own portfolio with products laddered in over a period of time, 

similar to the way the IPA treats standard wholesale block energy products.  Id. at 9. 

 The IPA appreciates WOW’s thoughtful analysis on this issue, but does not support its 

recommendations at this time.  Importantly, we do not know the full cost of the 2010 

procurements yet and it would be inadvisable to proceed given that funds in the Renewable 

Resources Budget (“RRB”) are not only limited, but not guaranteed.  Further, the IPA notes that 

average prices for REC’s have dropped from $30, to $20, to $4.50 in three years.  With the 

Illinois preference dissolving, the IPA expects the over-saturated REC market to allow low 

compliance costs for the RPS throughout the medium term.  Finally, procuring variable output 

resources such as wind does not allow the IPA to procure less standard power, unless, of course, 

the renewable supplier wants to guarantee delivery per the same schedules required of standard 
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energy suppliers.  Therefore, incorporating WOW’s suggestions are untenable at this time.  The 

IPA recommends not incorporating WOW’s recommendations for this year’s procurement plan, 

but does not foreclose this option in future procurement plans. 

 The IPA also notes that the costs of complying with the State RPS has dropped 

dramatically in the past two years.  The following table presents the average prices for single 

year RECs secured through the IPA procurement process.  These prices indicate significant 

oversupply in the renewables market in Illinois.  Additionally, the Illinois preference ceases on 

June 1, 2011, expanding the pool of qualified bidders available to bid into our procurements. 

Historic REC Pricing for Illinois RPS  
Geographic  Wind  Non-Wind 

Utility  
Source  2008 2009 2010 2008 2009 2010 
Illinois   $35.72  $21.13  $5.00  $21.85  $13.69  $4.40  

Adjoining 
State  $18.35  - - $5.74  - - 

ComEd  

Other State  $7.34  - - $4.25  - - 
  

Illinois   $29.32  $16.66  $4.06  $17.50  $13.46  $3.90  
Adjoining 

State  $21.20  - - $5.50  - - 
Ameren  

Other State  $5.65  - - N/A  - - 
 

VI. Response to Duke and Iberdrola 
 
 Duke and Iberdrola criticize the Plan for the lack of inclusion of long-term renewables.  

Duke provides language to amend the ComEd and Ameren sections of the Plan.  Both Duke and 

Iberdrola spend an exorbitant amount of time criticizing Appendix K from the Plan approved in 

Docket 09-0373.  Those arguments will not be repeated here as they are not part of the 2011 

Plan, and as such, have no place in this discussion.  Comments regarding the 2010 Procurement 

Plan and Appendix K of that Plan should be summarily dismissed. 

 What Duke contends is the IPA’s “short-sightedness” with respect to the absence of long-

term renewables, the IPA contends is careful consideration of the effects of the use of long-term 
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renewables approved in the 2010 Plan.  Specifically, as noted above, we do not know the full 

cost of the 2010 procurements yet and it would be inadvisable to proceed given that funds in the 

RRB are not only limited, but not guaranteed.  Again, with the average prices for REC’s falling 

over the past three years and the Illinois preference dissolving, the IPA expects the over-

saturated REC market to allow low compliance costs for the RPS throughout the medium term.  

Therefore, incorporating long-term renewables provisions as suggested by Duke and Iberdrola is 

untenable at this time.  The IPA recommends not incorporating these recommendations for this 

year’s procurement plan, but does not foreclose this option in future procurement plans. 

Conclusion 

 The Illinois Power Agency’s Procurement Plan is consistent with the requirements of the 

Act, meets the needs of customers, and should be confirmed by the Commission as specifically 

modified herein.   

Dated:  October 18, 2010    Respectfully submitted, 

       Illinois Power Agency 

 

       By:  

       One of its Attorneys 

Henry T. Kelly 
Kelley Drye & Warren LLP 
333 West Wacker Drive 
Suite 2600 
Chicago, Illinois 60606 
312-857-2617 
HKelly@KelleyDrye.com 
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STATE OF ILLINOIS 
SS. 

COUNTY OF COOK 

VERIFICATION OF JULIE MUSSELMAN OOST 

I, Julie Musselman Oost, a non-attorney, being duly first duly sworn and on oath state 

that I am competent to testify that I have read the Illinois Power Agency's Verified Response to 

the Objections to the 220 ILCS 5/16-111.5(d) Power Procurement Plan submitted to the Illinois 

Commerce Commission on October 18, 2010, that I am familiar with facts sets forth in the 

Response, and those facts are true and correct to the best of my knowledge, information and 

belief. 

Subscribed and sworn before me 
This 	/ Y"-  	day of October 2010 

JOANNE J ZAVADIL 
MY COMMISSION EXPIRES 

APRIL 9, 2014 
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Docket No. 10-0563 

NOTICE OF FILING 
 

Please take notice that on October 18, 2010, I caused to be filed via the Illinois 

Commerce Commission’s eDocket, the Illinois Power Agency’s Verified Response to the 

Objections to the 220 ILCS 5/16-111.5(d) Power Procurement Plan.  A copy of the foregoing 

documents are hereby served upon you.    

 
Henry T. Kelly, attorney for the 
Illinois Power Agency 

 
CERTIFICATE OF SERVICE 

 
I, Henry T. Kelly, an attorney, on oath state that I served a copy of the Illinois Power 

Agency’s Verified Response to the Objections to the 220 ILCS 5/16-111.5(d) Power 

Procurement Plan on the service list maintained on the Illinois Commerce Commission’s 

eDocket system for the instant docket via electronic delivery on October 18, 2010. 

_ ___ 
Henry T. Kelly 

 
Kelley Drye & Warren LLP 
333 W. Wacker Drive 
Suite 2600 
Chicago, Illinois 60606 
(312) 857-7070 
(312) 857-7095 (Facsimile) 


