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The Illinois Power Agency ("IPA") files its replies to the responses 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 AmerenlP (together referred to as "Ameren"), Constellation 

Energy Commodities Groups, Inc., Wind on the Wires ("WOW"), the Natural Resources 

Defense Council ("NRDC"), and Exelon Generation Company LLC ("Exelon"). 

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 lberdrola 

filed Objections on October 4, 2010. On October 18, 2010, the IPA and several other parties' 

filed its responses to those Objections ("IPA Response). The IPA herein replies to some of those 

Staff, ComEd, Ameren, Constellation, RESA, WOW, Exelon, and NRDC filed Responses to 
the Objections on October 18, 2010. 



responses. Lack of a reply to a response or objection should not be construed as agreement by 

the IPA. 

I 	Response to Commonwealth Edison 

1. Long Term Renewable Contract Terms. In response to comments made by 

Ibredrola and Duke Energy, ComEd argues that the Commission should not adopt specific terms 

and conditions for long term renewable contracts in the procurement plan phase of the approval 

process. ComEd Response at 7-9. The IPA agrees with ComEd. Section 16-111.5(e)(2) of the 

PUA provides that "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. . . ." 220 ILCS 5/16-111.5(e)(2). The PUA does not 

contemplate that specific contract terms and conditions would be adjudicated during the 

Commission's consideration of the procurement Plan. 2  ComEd further notes that the 

Commission has previously determined that "requiring parties to litigate those same [contract 

term] issues in this proceeding would be inconsistent with the structured statutory process set 

forth in the" Illinois Power Agency Act. In re Commonweath Edison Co., Docket Nos. 07- 

0528/07-0531, pp. 74-75 (Order Dec. 19, 2007.) The IPA urges the Commission to reject the 

positions taken by Ibredrola and Duke Energy, and defer any consideration of the appropriate 

contract terms to the appropriate phase in the proceeding, consistent with Section 16-111.5(e)(2). 

2. Mid-Term REC Contracts. ComEd responds to WOW, Ibredrola and Duke 

Energy's proposals to procure a Renewable Energy Credits ("REC") through a mix of one to five 

year contracts, laddered over various terms. ComEd Response at 9 — 11. ComEd opposes the 

The IPA notes that it is proper for the Commission to establish a structure or process of a 
procurement that would be reflected in the contract terms, such as, for example, 
providing that the long-term renewable contract will be for 20-years. However, the 
specific language of the contract should not be adjudicated by the Commission in this 
phase of the proceeding. 
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proposals on the basis that these mid-term REC contracts would create in unbalanced portfolio 

in RECs, with too much of the portfolio weighted to longer-term contracts. As stated in the IPA 

Response, the IPA is willing to consider mid-term RECs in future procurement plans, but 

opposes incorporating mid-term REC contracts in this Plan. However, the [PA disagrees with 

ComEd's claim that "the previously approved Long-term Renewables procurement already 

results in an imbalance toward longer dates renewables purchases." ComEd Response at 10. 

There is insufficient information at this time for the Commission to reach this conclusion. The 

long term (20 year) renewable procurement that the Commission approved in 2009 (ICC Docket 

No. 09-0373), will not complete its bid process until approximately December 15, 2010. Only 

after this procurement event will the Commission know how much of the ComEd and Ameren 

Renewable Resource Portfolio requirements will be satisfied with long term renewable contracts. 

3. Multiple Procurement Events. ComEd opposes the Retail Energy Supply 

Associations ("RESA") support of the IPA's request for information to support for multiple 

(rather than a single) procurement events each year. The IPA proposed in its Plan to allow for 

optional procurements of energy when market indices demonstrate that prices for energy supply 

are 10% below the average weighted price of the most recently completed planning year 

procurement event. Plan at 17. RESA's Objections, while not specifically supporting the Plan's 

proposal, did support more frequent procurement events. ComEd's criticism of RESA's position 

argues that given the IPA's existing duties in managing the existing procurement events, and the 

IPA's limited resources, ComEd does not support the IPA taking on additional procurement 

events at this time. ComEd at 11. The IPA objects to ComEd's rationalization. It is clear from 

the Plan, and RESA's Objections, that multiple procurement events have the potential to save 

eligible retail customers significant dollars if the acquisition of the energy supplies are staggered 
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over more than a single procurement event in a single year. The IPA's proposal to conduct 

optional procurement events where there are significant savings in the market for eligible retail 

customers should be approved and adopted by the Commission. The Procurement 

Administrators, which are retained by the IPA, are more than sufficiently staffed to handled the 

procurement events. 

II. 	Response to Ameren 

1. 	Energy Efficiency as an Alternative Resource ("EEAR"). Ameren supports the 

ICC Staff's objection to the IPA's proposal to procure energy efficiency products as part of its 

2011 procurement, arguing that the IPA lacks authority under the IPA Act to do so. As set forth 

in the IPA's Response, the IPA does have legal authority to procure energy efficiency products. 

Section 1-5 of the Illinois Power Agency Act declares that "[energy 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). Moreover, the IPA is 

required to report "to the Governor and the General Assembly on the . . . transactions of the 

Agency" on its progress to promote energy efficiency measures, and identify the "quantity, price, 

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

utilities." 20 ILCS 3855/1-125. 
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2. 	Mid-Term REC Contracts. In response to WOW's recommendation to procure 

RECs with five-year contracts, Ameren states that "neither WOS nor the IPA has offered any 

analysis of the optimal mix of short term, intermediate term and long term renewable contracts" 

and despite "this omission Ameren Illinois does not oppose the inclusion of a five year REC only 

product in the 211 IPA Plan." Ameren Response at 7. The IPA did not omit to provide an 

analysis of the optimal mix of short term, intermediate term and long term renewable contracts 

for the 2011 Plan because the 2010 long term renewable procurement event has not yet been 

concluded. Until the IPA knows the scope of commitment from that procurement event, the IPA 

cannot determine what the appropriate mix should be. For the same reasons, the IPA opposes 

procuring any additional RECs through mid-term (3-5 year) contracts, and opposes Ameren's 

concession to "not oppose" WOWs proposal. The IPA will consider mid-term RECs in future 

plans, once the long-term procurement event, and the supplies procured through these long-term 

contracts, are known. 

III. 	Response to Staff 

Mid-Term REC Contracts. 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." Staff 

Response at 13. Staff further opposes the acquisition of RECs through mid-term contracts in part 

because "it makes sense to observe the results of the ongoing 20-year rene able energy resource 

procurement before rushing into another long-term procurement." The IPA agrees with the ICC 

Staff. 

2. 	Multiple Procurement Events. The Staff does not oppose the theory of 

introducing more frequent procurement events into the procurement process, but its unclear to 

5 



Staff \vhether the potential savings from the procurements would be greater than the increase in 

administrative costs. Staff Response at 16-1 7. Staff further states that the Commission's Office 

of Retail Market Development ("ORMD") will provide the IPA a report on issues related to 

multiple procurement events. I he IPA is supportive of the ICC stairs recommendation to 

further investigate how to maximize consumer savings through multiple procurement events. 

	

7. 	Central Party Clearing. The IPA had proposed to include in the contract terms 

developed under 1 I .5(e)(2) the central party clearing for standardized financial instruments on 

exchange traded contracts. Plan at 16. Staff supports Ameren's proposal to further study 

whether central party clearing for standardized financial instruments on exchange traded 

contracts would reduce risk, and thus reduce the price for energy. The IPA opposes Staff and 

Ameren's recommendation to study this issue further. and requests that the Commission adopt 

the Plan as proposed (at Plan. p. 16) to include central party clearing for financial instruments on 

exchange traded contracts. 

	

4. 	Collateral Threshold. ICC Staff supports maintaining collateral threshold 

requirements. ICC Staff Response at 19-28. The IPA also requests that the Commission 

maintain current collateral threshold requirements for both short-term RECs and energy 

contracts. Staff notes, however, that the IPA's Plan does not specify what will occur in the event 

of a supplier default under short term REC contracts. ICC Staff Response at 27. , Staff 

recommends the IPA Plan specify a contingency plan in the event there is a supplier default 

under a short-term REC contract. Id. 

The IPA agrees again with Staff that the Plan and the contract terms should incorporate 

contingencies and terms that will permit ComEd and Ameren to satisfy the RPS adopted under 

prior and future procurement events, where a supplier defaults on a short-term REC contract. 
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The IPA proposes that in the event of a supplier default, 1) ComEd and Amercu shall purchase 

replacement RECs using collateral on hand from the defaulting supplier in the case that the 

defaulted volume represents more than 5% of the total number of RECs that were secured for 

that compliance year; 2) if the defaulted amount is less than 5% of the total number of RECs that 

were secured for that compliance year, then the vendor surrenders the collateral, but the Utility 

does not need to replace the REC volumes; and 3) any procurement required to replace the short-

term RECS will be conducted by the IPA. 

IV. 	Response to Constellation 

1 	Illinois Preference. 	Constellation requests that the IPA confirm that the 

preference for renewable energy resources procured in Illinois does not apply to RECs procured 

after June 2011. Constellation at 3-4. The IPA will confirm that under current Section 1- 

75(c)(3), there is a preference for renewable energy resources generated from facilities located in 

Illinois, when they are available. 20 ILCS 3855/1-75(c)(3). This preference expires as of May 

31, 2011, and the renewable energy resources generated from facilities located in Illinois will not 

be given preference for purposes of meeting the renewable energy portfolio standards. 

VI. 	Response to Natural Resources Defense Council 

1. 	Energy Efficiency as an Alternative Resource ("EEAR"). The NRDC counsel 

continues to support the IPA's proposal to procure energy efficiency as an alternative resource. 

NRDC correctly argues that ComEd, Ameren and the ICC Staff oppose EEAR on the basis that 

the IPA is required to only purchase "standard wholesale products," which these parties assume 

to exclude energy efficiency. As NRDC correctly argues, there is nothing in Section 16.111.5 

that excludes energy efficiency as a wholesale product, and in fact, Section 16-111.5(b)(vi) 

requires the Plan to assess timeframes for "securing products and services." 
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Past authorized the use of "sw,ap contracts" for meeting Ameren's energy supply 

requirements is further evidence that "standard wholesale products" does not necessarily require 

a supplier to provide energy. Plan at 27. Given the market conditions of the Ameren market, 

past Plans procured financials swaps in lieu of physical delivery of energy. A financial swap is a 

commercial transaction where Ameren pays a fixed price, and will settle all loads with the MISO 

at the locational marginal price. Under those Plans, Ameren pays a fixed price to its supplier in 

exchange for receiving a floating price (MISO LMPs) from the supplier. 

Like the IPA's use of financial swaps to satisfy Ameren's eligible retail customers' 

needs, Section 16.111.5 does not bar the IPA from purchasing EEAR. As discussed above, 

Section 1-5 of the IPA Act, together with Se bon 1-125, make it clear that the IPA is required to 

promote energy efficiency measures in its procurement plans, and there is no provision in 

Section 16-111.5 of the Act that precludes the IPA's proposal. 

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 27, 2010 
	

Respectfully submitted, 

Illinois Power Agency 

By: 

One of its Attorneys 

Henry T. Kelly 
Kelley Drye & Warren LLP 
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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 HENRY T. KELLY 

I, Henry T. Kelly, 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 27, 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. 

Henry T. Kelly 

Subscribed and sworn before me 
This  or- 4 4C7 t—day of October 2010 

OFFICIAL SEAL 
MARY C BERTRAM 

NOTARY PUBLIC - STATE OF ILLINOIS 
MY COMMISSION EXPIRES:11/19/11 
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NOTICE OF FILING  

Please take notice that on October 27, 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 27, 2010. 

Henry T. Kelly 

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

• 
• 

• 
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