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In response to the information presented in Taylorville Energy Center's ("TEC") Facility 

Cost Report ("Cost Report"), a broad-based and diverse group of businesses, energy suppliers, 

and some of the most prominent trade associations in the State of Illinois have come together to 

form the Stop Tenaska's Overpriced Power ("STOP") Coalition. We respectfully submit these 

Comments to the Illinois Commerce Commission ("Commission") for consideration as the 

Commission and its experts prepare the analysis ofthe Cost Report as statutorily required by the 

Illinois General Assembly. 

The companies and organizations that form the STOP Coalition include: 

The Building Owners and Managers Association of Chicago - BOMA Chicagr 

The Chicagoland Chamber of Commerce 

The Chemical Industry Council of Illinois 

The Illinois Competitive Energy Association 

The Illinois Industrial Energy Consumers 

The Illinois Manufacturers' Association 

The Illinois Retail Merchants Association 

The Illinois State Chamber of Commerce 

Mid-American Energy Company's Unregulated Retail Services Division 

PROactive Strategies, Inc. 



Th~ STOP Coalition members have participated actively in the regulatory and legislative 

process in matters related to Illinois' competitive electric market. They represent alternative 

retail electric suppliers ("ARES") and their end-use customers who will be directly impacted by 

any decision of the Illinois General Assembly mandating ARES to enter into long-term, above

market contracts such as those proposed by the developers ofTEC. 

To independently assess the impact of approving Tenaska's proposal to mandate long

term purchases of energy from the TEC, the STOP Coalition commissioned Dr. Mat Morey of 

the nationally renowned economic and engineering consulting firm, Christensen Associates 

Energy Consulting ("Christensen Associates"), to prepare a comprehensive analysis and study of 

the TEC Cost Report. A copy of that detailed analysis is attached hereto as Exhibit A. As 

discussed below, Dr. M01;.:y'S analysis reveals serious and significant flaws in the TEC Cost 

Report, which underestimate the massive adverse electric rate impact ofTEC on Illinois 

consumers, the Illinois e<:onomy, and the Illinois environment. 

BACKGROUND 

As the Commission is aware, the Illinois General Assembly has mandated that ARES and 

electric utilities enter into long-term power purchase agreements ("PPAs") of up to 30 years, to 

purchase the output of the proposed TEC ifthe General Assembly approves the plant. A 

mandate to require ARES to purchase power over a period of30 years from a specific power 

plant is unprecedented. It runs contrary to market-based principles where retail electric suppliers 

procure power to secure the lowest possible costs for their customers 
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Because of its serious concerns about the adverse impact of the mandated PPAs on 

residential and small business customers, however, the General Assembly has also provided that 

the PPAs with the TEC will not take effect until it approves them in a new statute. I 

Further, the lJIinois statute caps the amount ofTEC energy Illinois utilities m\jst buy for 

their "eligible retail customers" (Le., their residential and small commercial customers) at an 

amount that will increase their rates by no more than 2.015% per year. 2 Unfortunately, however, 

the statute provides no such cost cap protection for ARES' customers. On the contrary, all ofthe 

ARES must buy the entire remainder of the output under PPAs, no matter how much it would 

increase charges to their customers, such as schools, government agencies, hospitals, businesses, 

and manufacturers, and no matter how much above market those charges are. ARES provide 

more than half of all electricity consumed in Illinois and serve over 74 percent of non-residential 

electric load.3 The state's largest commercial and industrial customers procure 97 percent of 

their electricity from ARES.4 ARES provide more than half of all electricity consumed in 

Illinois and serve over 74 percent of non-residential electric load.s The state's largest 

commercial and industrial customers procure 97 percent of their electricity from ARES. 6 

The stark disparity between the TEC purchase obligations of the utilities and the ARES is 

significant, both in terms of its inequity and in actual dollar impact, resulting in both a 

disproportionate impact on ARES' customers and potentially irreparable harm to the competitive 

I 29 ILCS 38551l-75( d)( 4)(iii). 
2 The statute limits the average net increase for utility customers to "2.015% ofthe amount paid per kilowatthour by 
those customers during the year ending May 31, 2009 ... " 20 ILCS 38551l-75(d)(2). 
3 Office of Retail Market Development, Illinois Commerce Commission, Annual Report, July I, 2009 at 4-7. 
• Retail and Wholesale Competition in the Illinois Electric Industry: Fourth Triennial Report, Illinois Commerce 
Commission, November 13,2009 at 2-5, 16-17, 23-25. 
5 Office of Retail Market Development, Illinois Commerce Commission, Annual Report, July 1,2009 at 4-7. 
6 Retail and Wholesale Competition in the Illinois Electric Industry: Fourth Triennial Report, Illinois Commerce 
Commission, November 13, 2009 at 2-5,16-17,23-25. 
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electric market in Illinois. These are the primary reasons that this diverse and broad-based group 

is devoting considerable resources towards this critical issue. 

The inequality of the Illinois statute aside, it is necessary to understand the statute to see 

how the Illinois General Assembly will impact the ratemaking process. 

EXPERT ANALYSIS FROM CHRISTENSEN ASSOCIATES 

As discussed in detail in Dr. Morey's analysis, the relative impact ofTEC on electric 

rates will be much greater than assumed in the TEC Cost Report. Flawed and unsupported 

assumptions in the report also make it very likely that the costs for TEC energy will likely be 

much higher than estimated. As a result, the eligible retail customer cap will be reached and a 

ifluch larger proportion of TEC's overall above-market costs will be borne by manufacturers, 

retail establishments, small and medium-sized businesses, schools, hospitals, religious 

institutions, and units of government - the vital businesses and organizations that fuel Illinois' 

economy. Specifically, in his analysis, Dr. Morey identifies: 

• TEC, as projected in its own Cost Report, will cost consumers several hundreds of 

millions of dollars more each year for electricity than what they would pay for 

electricity from other available sources. 

• This terrible business burden could constrain new employment growth, resulting in a 

potential annual average loss of 15,000 to 35,000 jobs for decades, with devastating 

impacts to the Illinois economy through loss of earnings and income tax revenues. 

• Far more realistic, yet still conservative, estimates ofTEC's costs show consumers 

could pay $100 million more annually in addition to the excessively high costs 
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projected by the Cost Report, as noted above. And, this is before even considering 

the risk of failure to sequester the required CO2. 

• IfTEC were unable to deliver its captured C02 through the yet-to-be-built and 

troubled Denbury pipeline project, or store it underground on-site, those costs will 

increase yet an additional $137 million per year on average for 30 years. 

• The supposed environmental benefits ofTEC are highly speculative at best. The 

proposed pipeline is in grave legislative trouble and underground storage of CO2 is 

controversial and as yet unproven. 

A. TEC Will Result in Significant Electric Rate Increases 
for Illinois' Electric Customers 

According to Dr. Morey's analysis, the TEC project could increase Illinois customers' 

rates substantially more than estimated by the Cost Report. The Cost Report concludes that 

even ifTEC were built on time and on budget (a highly unlikely scenario for an unproven 

technology) the project could still cost Illinois electricity customers an average of$386 million 

more per year, for the first thirty years ofTEC's life, over power from other resources. 

However, in the far more likely scenario, if the costs of building and operating TEC are higher 

than expected, and if certain revenues are lower than the Cost Report forecasts, Illinois electricity 

customers could plausibly pay anjdditional $100 million per year over the thirty years 

above and beyond what the Cost Report projects under certain scenarios. 

Incredibly, it could get significantly worse for Illinois consumers. The Cost Report itself 

states that in the event that TEC were unable to store its captured CO2 either by delivering it 

through the proposed Denbury pipeline or by storing it in its own storage field, it could cost 

consumers an additional $137 million per year on average over 30 years, above and beyond what 
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Pace projected.7 This is not an unlikely scenario as the Denbury pipeline has faced serious 

legislative challenges in Kentucky and Indiana and underground storage of CO2 is controversial 

and its large-scale feasibility is as yet unproven. 

So even ifTEC were able to provide its promised C02-reduction benefits Illinois 

customers will pay $292 million to $396 million in extra costs per year over and above what they 

would otherwise pay for electricity. Of that above-market amount, residential and small 

commercial customers are guaranteed to pay an average of $152 million per year regardless of 

future uncertainties. The remaining $140 million to $244 million of this annual burden will be 

imposed on all others consumers -- businesses and other entities that provide jobs and services 

vital to the Illinois economy. This burden on business will result in a potential annual average 

loss of about 15,000 to 16,000 jobs (and the earnings, and income tax revenues tDat go with 

them) for decades. 

Even using the Cost Report's conservative and self-serving assumptions, the. electric rate 

impacts on Illinois consumers are significant. But the reality is the Cost Report's numerous 

flawed assumptions in fact mask the actual rate impacts on Illinois' consumers. The Cost 

Report not only relies on assumptions that are more favorable to TEC than they are realistic but 

also conveniently ignores uncertainties that have major impacts on Illinois rates, including core 

plant capital costs, interest rates, construction costs, fuel costs, and revenue offsets. When these 

uncertainties are appropriately considered, far worse rate impacts become highly plausible. For 

example, ifTEC can neither deliver its CO2 to the proposed Denbury pipeline (a project that 

appears to be near death or at best on "life support") nor sequester it "on-site", WorleyParsons, 

one ofTEC's own consultants, finds that the average additional per-year costs are $137 million 

7 See Cost Report, pp. 81-82. 
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annually over the entire 30-year period - a whopping $4.1 billion increase over the life of 

the project. 

Furthermore, the Cost Report has other flaws that undercut its conclusions, including 

incorrectly applying the benchmark 2009 rate for residential and small commercial customers to 

all load served by the utilities and ARES. This had the effect of significantly understating the 

rate impact on non-eligible customers (i.e., customers served by ARES such as hospitals, 

schools, government agencies, businesses and manufacturers). 

B. TEC's "Green" Benefit Is Speculative At Best 

There.is no certainty at all about how the C02 will be sequestered. First, Illinois depends 

on the kindness of neighboring states to permit the proposed (and now what appears to be dead) 

Denbury pipeline to transport 50% of the CO2 from TEC to somewhere in the Gulf of Mexico. 

,,;;Thus far, I(.;.entucky has refused to adopt necessary legislation to allow the project to move 

, forward and Indiana has likewise failed to enact similar, necessary legislation. The Commission 

may recall that in testimony before the Senate Energy Committee, TEC representatives said that 

such a pipeline project would only make sense if three projects of similar size were to be 

constructed in the region. Such projects are not on the horizon. Second, alternative mechanisms 

for sequestration of the C02 are just as uncertain. Geologic sequestration costs much more than 

the pipeline, and''jts feasibility is still unproven. Absent these two options, C02 disposal would 

cost billions of dollars and significantly increase the cost to Illinois' ratepayers. 

7 



C. Net Negative Impact on Jobs and the Illinois Economy 

Tenaska promises TEC will create temporary and permanent jobs in the region as a result 

of construction and operation ofTEC. It is undeniable that job creation is critical during these 

challenging times. Unfortunately, the jobs added to construct and operate the plant are not the 

relevant outcome that needs to be considered. Rather, the net impact to the Illinois economy 

from forcing consumers and businesses to purchase high cost, above market generation is the 

real issue that must be scrutinized. And the unavoidable reality is by significantly increasing 

electric rates, TEC would not add jobs to Illinois but instead would lead to a net job and income 

loss for Illinois. 

The electricity price increases induced by the TEC project will make Illinois a less 

attractive place to do business, and will reduce business investment and jobs in Illinois. The 

extent of the job reductions will depend upon size of the increases in commercial and industrial 

electricity prices. However, even applying the unrealisticalty low cost increases estimated in the 

Cost Report itself, Dr. Morey estimates long-term job losses at 15,000 to 16,000 jobs annually 

for decades. More realistic assumptions would result in even greater job losses. 

The WorleyParsons Study completely ignores the total impact of the TEC project on the 

Illinois economy. Instead, the WorleyParsons Study solely focuses on the fact that the TEC 

project will create a certain number of jobs. While job creation associated with the TEC project 

is important, it cannot be considered in a vacuum. It is sigllificantiy more important to 

understand that some of those jobs would be created elsewhere in Illinois ifTEC were not built, 

and that the high costs of the TEC project will siphon dollars and jobs from other sectors ofthe 

Illinois economy. When all the resulting consequences, both positive and negative are 
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considered, it becomes clear that the TEC project will result in a net job and income loss for 

Illinois. 

CONCLUSION 

The General Assembly has tasked the Commission with a major responsibility as it 

relates to the TEC Project - prepare an analysis of the TEC Cost Report so that the members of 

the General Assembly can determine whether or not Illinois' ratepayers -- individual 

homeowners, small businesses, retail establishments, schools, hospitals, units of government, and 

major manufacturers - should be required to finance the construction of the TEC project. We 

believe that the General Assembly will demonstrate a high degree of deference to and reliance 

upon the Commission's Analysis. 

As summarized above, and detailed in the Dr. Morey's expert analysis, we believe that 

the TEC Cost Report profoundly misrepresents the true impact to our State. From rate impacts, 

to job creation benefits, to environmental outcomes, the Cost Report consistently offers flawed 

assumptions based on implausible scenarios, all clearly designed to put the project in the best 

possible light before the General Assembly deliberates the issue. This is why we believe it is so 

important that the Commission carefully review the TEC Cost Report, Other Expert reports, and 

the Comments of other interested parties as it prepares its Report and Analysis to the General 

Assembly. 
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The STOP Coalition knows that the Commission appreciates the gravity of the task at 

hand and appreciates this opportunity to submit these Comments and Expert Report. 

Kevin K. Wright 
President 
Illinois Competitive Energy Association 

Gregory W. Baise 
President and CEO 
Illinois Manufacturers' Association 

Michael A. Munson 
Legal Counsel 
Building Owners and Managers 

Association of Chicago 

Mark Biel 
Executive Director 
Chemical Industry Council of Illinois 

Doug Whitley 
President and CEO 
Illinois State Chamber of Commerce 

Dated: April 16, 2010 
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Respectfully submitted, 
THE STOP COALITION 

David F. Vite 
J;'resident and CEO 
Illinois Retail Merchants Association 

Philip R. 0 'Connor, Ph.D. 
President 
PROactive Strategies, Inc. 

Jerry Roper 
President and CEO 
Chicagoland Chamber of Commerce 

Eric Robertson 
Lueders Robertson and Konzen 
Illinois Industrial Energy Consumers 

Jack P. Kelleher 
Vice President Unregulated Retail Services 
MidAmerican Energy Company's 

Unregulated Services Division 


