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

 
 Pursuant to the October 6, 2011 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 Affidavit of Richard J. Zuraski in 

support of facts and non-legal matters contained herein. 

I. BACKGROUND 

 On September 28, 2011, the Illinois Power Agency’s (“IPA”) filed its Final Power 

Procurement Plan (“Plan”) with the Illinois Commerce Commission (“Commission”), 

thereby initiating this docket.  On October 3, 2011, pursuant to Section 16-111.5(d)(3) of 

the Public Utilities Act (“PUA”) and a September 29, 2011 ruling by the administrative law 

judge (“ALJ”), Staff, the Retail Energy Supply Association (“RESA”), Constellation Energy 

Commodities Group Inc. (“CCG”) and Constellation NewEnergy, Inc. (“CNE”) (collectively 

“Constellation”), Wind on the Wires (“WOW”), Commonwealth Edison Company 

(“ComEd”), Ameren Illinois Company (“Ameren”), the Illinois Competitive Energy 

Association (“ICEA”), Exelon Generation Company (“ExGen”), FutureGen Industrial 

Alliance, Inc. (“FutureGen Alliance”), the Solar Alliance and Comverge, Inc. (“Comverge”) 
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filed Comments and Objections to the Plan.  In this Response, Staff addresses certain 

statements and recommendations of ComEd, Constellation, Comverge, WOW, the Solar 

Alliance, ICEA and RESA.  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. ComEd’s proposal for a “definitive” list of generating resources that 
qualify as renewable resources under Section 1-10 of the IPA Act 
should be modified or rejected 

 ComEd argues that “the plan should be amended to provide participants in the 

renewable procurement process with a definitive list of generating facilities qualifying as 

renewable resources for the purposes of each planning year.”  More specifically, ComEd 

recommends, among other things, that the plan should provide that: 

The IPA, Commission Staff, the Procurement Administrator, and the 
Procurement Monitor will jointly compile a list of generation sources 
qualifying as renewable resources under Section 1-10 of the IPA Act.  

ComEd Objection, p. 32.  Staff agrees that it would be beneficial for the IPA to provide 

participants in the renewable procurement process with a definitive list of generating 

facilities qualifying as renewable resources for the purposes of each planning year.  

Nevertheless, Staff is skeptical about the practicality of ComEd’s proposal and disagrees 

with certain aspects of the proposal.  

 With respect to the practicality issue, ComEd avers that: 

Because the same definition of renewable resources governs the list 
already produced for ARES’ procurement, any burden will be minimal.  

Id.  However, ComEd may be underestimating the task of compiling such a list for the 

IPA’s procurement for ComEd and Ameren.  The list produced by the IPA for ARES’ 
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procurement of renewable resources is governed not only by the definition of renewable 

energy resources found in Section 1-10 of the IPA Act.  The list is also governed by the 

provisions of Section 16-115D of the PUA, which applies only to the renewable portfolio 

standard (“RPS”) for ARES.  Section 16-115D sets forth the additional requirement that 

the resource must be located within Illinois and/or the PJM and MISO footprints.  In 

contrast, as detailed in Section 1-75(c) of the IPA Act, the RPS for ComEd and AIC 

approaches the issue of resource location in a completely different way.  Section 1-75(c) 

creates preferences for resources located within Illinois and states adjoining Illinois, but 

“if cost-effective resources are not available” from those preferred locations, “they shall 

be purchased elsewhere and shall be counted toward compliance.” (20 ILCS 

3855/1‑75(c)(3))  Arguably, “elsewhere” could be anywhere else in the world where there 

are generating facilities that meet the Section 1-10 definition of a renewable energy 

resource.   

 Even if “elsewhere” were arbitrarily limited to anywhere else in the U.S., the task of 

listing qualified generation sources would still be quite difficult.  The task would become 

even more difficult if the Commission accepts the IPA’s proposal to procure renewable 

energy from so-called “distributed generation” facilities (like residential rooftop solar 

panels).  Such behind-the-meter facilities are much less likely to appear in databases 

maintained by REC tracking organizations, like PJM-GATS and MRETS, which Staff 

knows have been instrumental in enabling the IPA, to date, to create its lists for the 

ARES RPS.  

 Finally, the RPS for ComEd and Ameren (and the IPA) does not explicitly limit 

eligible resources to those that already exist in concrete form.  In fact, the Commission 

has already approved one RFP for renewable energy resources that explicitly allowed 
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lead-time for winning bidders to actually construct the facilities that would be identified in 

the contract.  It is not clear how the IPA would be able to identify all the resources that 

are still on the drawing board and transfer them to a list of eligible resources.  Hence, if a 

list of facilities were to be created in advance of an RFP being issued, it should not be 

considered a “definitive” list, as proposed by ComEd.  

 For all the reasons expressed above, Staff recommends that the Commission 

reject ComEd’s proposal, but that the IPA take under advisement the general concept of 

producing a list of eligible (and/or ineligible) facilities in advance of issuing its renewable 

energy resource RFPs. 

B. ComEd’s concerns about how the plan recognizes existing long-term 
renewable contracts may be unfounded. 

 While ComEd agrees that the Plan should take into account existing long-term 

renewable contracts (recognizing them as a part of IPA’s energy price hedge), ComEd 

expresses concerns about the specific output profile found in the Plan.  ComEd states,  

ComEd has been unable to completely verify the profile proposed by the 
IPA, which shows unexpectedly low summer and peak generation 
percentages.  Moreover, because the Procurement Administrator calculated 
a 0.98 Resource Factor for wind resources in the 2010 Long Term 
procurement, ComEd was anticipating a more ratable production schedule.  
ComEd also notes that data from November 2010 appears to be missing or 
excluded from Table F of the Plan, … 

ComEd Objection, p. 34.  The IPA could have done a better job presenting its data and 

its methods for creating the output profile found in the Plan.  However, ComEd provides 

an explanation, neither for why it believes the IPA’s summer and peak generation 

percentages are “unexpectedly low,” nor for why they would be inconsistent with the 0.98 

resource factor calculated by the procurement administrator for the December 2010 

procurement event.  Combining PJM real-time LMP data for the ComEd zone for 2006 
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through 2009 with the IPA’s output profile, Staff finds that the weighted average value of 

the output would have been approximately 98% of the simple average LMP for that same 

time period.   

PY 2012 PY 2013 PY 2014

2006 97.3% 97.5% 97.6%

2007 98.2% 98.5% 98.6%

2008 96.5% 96.7% 96.8%

2009 100.7% 100.9% 100.9%

All 4 yrs 97.9% 98.1% 98.2%

PJM LMP 

Data Period

IPA Avg MW profile period

 

Thus, while Staff shares ComEd’s concerns with the Plan’s presentation, Staff is less 

willing to share ComEd’s preference for its alternative single-value constant output 

profile.  That alternative implies a “resource factor” of 1.0 rather than 0.98 (in other words, 

the expected weighted average value of the output would exactly equal the simple 

average of the prices paid). 

C. Constellation’s proposal to streamline REC procurement is impractical 
as specifically presented, but worth exploring more generally. 

 Constellation proposes to streamline the REC procurement process by using one 

set of bids for both utilities and splitting winning bidders’ volumes in proportion to the 

ComEd and Ameren REC targets.  Constellation Objection, pp. 21-22.  If both ComEd 

and Ameren had identical spending limits (per REC), then Constellation’s proposal could 

be adopted, without significant difficulty.  For choosing winning bids, the sum of the 

Ameren and ComEd REC targets and the sum of their spending limits would be used.  

The RECs and their costs would be allocated, as Constellation suggests, on the basis of 

each utility’s share of the total REC target, which would be equal to its share of the total 

REC spending limit.  However, since the two utilities have different per-REC spending 

limits, and since these spending limits, as well as the statute’s locational and resource 
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type preferences must be taken into account during the selection process, a single 

consolidated RFP cannot be employed without considerable complexity.  In addition, 

Constellation’s proposal takes for granted that suppliers, for the most part, are equally 

willing to sell to ComEd and Ameren at the same price.  However, this may not be the 

case, especially if the ComEd and Ameren contracts are not required to be identical.  Of 

the two issues noted above, Staff believes the former is the more significant, as 

explained below. 

 An example may help, here.  Suppose the AIU and ComEd REC targets and 

spending limits are as follows: 

Hypothetical REC Targets and Spending Limits 

AIU ComEd Total

Total Target 100 200 300

Wind Target 75 150 225

Spending Limit $1,000 $2,500 $3,500

Spending Limit per REC $10.00 $12.50 $11.67  

 Now, suppose bids are received and the lowest-prices bids are allocated between 

AIU and ComEd until the total targets are met, or until one of the utilities reaches the 

spending limit, as it does in the following example: 

Lowest Priced Bids Exhaust AIU Budget Prior to Meeting Target 

AIU ComEd Total

Total 90 180 270

Wind 54 108 162

Cost $1,000 $2,000 $3,000

Cost per REC $11.11 $11.11 $11.11  

 From this point forward, we must deviate from Constellation’s proposal, 

unless we are going to permit ComEd customers to pay for some of AIU’s RECs, or 

unless we are going to permit the IPA to stop the selection process before reaching the 
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ComEd spending limit.  For instance, we could continue to add RECs only to ComEd’s 

portfolio, as in the following example:  

ComEd Reaches Total REC Target without Exhausting Budget 

AIU ComEd Total

Total 90 200 290

Wind 54 140 194

Cost $1,000 $2,300 $3,300

Cost per REC $11.11 $11.50 $11.38

% wind 60% 70%  

 At this point, ComEd has met its total REC target, but not the wind target.1  Since 

ComEd can still spend $200 more before reaching its spending limit, we can add the 

least expensive wind RECs that have not yet been selected while we remove the most 

expensive non-wind RECs that have been selected (temporarily), as shown in the 

following example: 

ComEd Substitutes Wind for Non-Wind RECs 

AIU ComEd Total

Total 90 200 290

Wind 54 150 204

Cost $1,000 $2,400 $3,400

Cost per REC $11.11 $12.00 $11.72

% wind 60% 75%  

 In the process of replacing  non-wind RECs with wind RECs, it is possible that 

some of the non-wind REC bids removed from the ComEd portfolio were priced low 

enough that we would be able to increase the number of RECs purchased by AIU and 

still stay within the AIU budget.  That is, we could replace the highest-priced bids in the 

temporary AIU portfolio with some or all of the bids that were removed from the ComEd 

portfolio and may end up with enough funds left over to continue adding more RECs: 

                                            
1
 We are ignoring the solar requirement in this example, in order to simplify the presentation.  
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AIU reaches total REC target 

in whole or in part through non-wind RECs discarded by ComEd 

AIU ComEd Total

Total 100 200 300

Wind 54 150 204

Cost $1,000 $2,400 $3,400

Cost per REC $10.00 $12.00 $11.33

% wind 54% 75%  

 As the above example shows, the Constellation proposal -- merely splitting 

winning bidders’ volumes in proportion to the ComEd and Ameren REC targets -- is not 

feasible if we are to satisfy each utility’s REC spending constraint.  This becomes a 

complex process, when we also try to honor the statute’s wind, solar, and locational 

preferences (although the above example only delves into the wind preference).  Staff is 

cautiously optimistic that an algorithm could be developed that would be consistent with 

all these requirements.  However, if the IPA’s procurement administrators are unable to 

develop such an algorithm before the next REC RFP is issued, Staff believes the 

simultaneous-but-separate RFP process (which has been used for the last two plan 

cycles) will continue to suffice.   

 For the above reasons, Staff recommends that the Commission reject 

Constellation’s specific proposal for fully combining the Ameren and ComEd REC 

procurements.  However, Staff believes the IPA has the authority, in conjunction with its 

procurement administrators, to consolidate more thoroughly the Ameren and ComEd 

REC procurements.  This may include, for instance, accepting quantity bids that may be 

directed to one or both utilities.  Staff recommends that the IPA put its consultants to the 

task of developing such a process for implementation this spring or at some point further 

in the future.  
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D. Various recommendations for constructing benchmarks should be 
dismissed as a matter of law. 

 Comverge, Wind on the Wires, and the Solar Alliance, all offer recommendations 

for the construction of price benchmarks.  The Commission should dismiss these 

recommendations as a matter of law.  The PUA clearly provides that “The procurement 

administrator shall … develop benchmarks” and that “these benchmarks shall be 

submitted to the Commission for review and approval on a confidential basis.” (220 ILCS 

16-111.5(c)(1))  Furthermore, the procurement administrator shall perform this task “in 

consultation with the Commission staff, Agency staff, and the procurement monitor.”  

(220 ILCS 16-111.5(e)(3))  In short, the statute places the benchmarks used for IPA 

procurements outside public hearings and limits the authorized parties be involved in the 

construction of those benchmarks.  Those parties (like Staff and the IPA) are barred by 

16-111.5 from discussing them.  Hence, if Staff and the IPA were to enter into a public 

debate with Comverge, Wind on the Wires, and the Solar Alliance, on the merits of the 

latter three organizations’ benchmark proposals, this could reveal much about the 

benchmarks ultimately adopted (even if the Commission were to reject the intervenors’ 

proposals).  

E. The Commission should not capitulate to Wind on the Wires’ 
opposition to the IPA’s proposed 50% adjustment to the budget 
available for long-term renewable purchases. 

 While Wind on the Wires “recognizes that the IPA is attempting to find a regulatory 

solution for load migration” and is “open to trying a reduced RRB [(i.e., renewable 

resource budget)],” the organization claims that the IPA’s proposed 50% adjustment to 

the budget available for long-term renewable purchases is “unduly constraining.”  WOW 

Objections, p. 16.  Staff disagrees.  As Staff understands the IPA’s proposal, the 50% 



 

10 

adjustment would apply to spending on contracts entered into during each procurement 

event, rather than the cumulative amount spent.  Thus, it is feasible to spend more than 

50% of each year’s budget on one-year contracts and the remaining portion on a mix of 

20-year, 10-year, and 5-year contracts, and still end-up over the long run with a portfolio 

consisting of, for example, 50% 20-year contracts, 25% 10-year contracts, 15% 5-year 

contracts, and as little as 10% one-year contracts (by dollars spent and, if there are no 

long-run pricing biases, by number of RECs, as well).2  In other words, the IPA’s 

proposed 50% adjustment to the budget available for long-term renewable purchases is 

not “unduly constraining.”  Furthermore, if the Commission decides to approve more 

RFPs for long-term renewable contracts, the IPA’s 50% proposal (or something like it) 

should be employed as part of a strategy for dealing with potential load migration and 

other contingencies that may reduce the spending limit imposed by statute. 

F. Proposals to increase exposure of retail rates to market price 
fluctuations would be too costly to implement within the IPA 
procurement process and would unduly increase risk to ratepayers 
without a reasonable expectation of savings.  

 ICEA argues that the IPA’s proposed procurement approach deters robust retail 

competition and should be modified, specifically claiming that procurement events occur 

too infrequently and are too heavily reliant on longer-term contracts (up to three years). 

ICEA Objection, pp. 9-11.  Similarly, RESA argues that procurements should result in 

more market reflective pricing through more frequent procurement events and/or 

changing the existing 1-, 2-, and 3-year hedge ratio targets toward greater emphasize on 

the 1st year. RESA Objection, pp. 2-5. 

                                            
2
 If, each year, one spends 14% on new 20-year contracts, 14% on new 10-year contracts, 17% on new 5-

year contracts, and 55% on 1-year contracts, you will end up eventually with approximately 50% 20-year 
contracts, 25% 10-year contracts, 15.18% 5-year contracts, and 9.82% 1-year contracts. 
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 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, Staff is reluctant to support the proposals of ICEA and RESA to 

hold more than one energy procurement event per year because there are significant 

costs to holding more frequent procurement events (that are compliant with the PUA and 

the IPA Act).  Staff is also reluctant to support a dramatic alteration of the IPA’s current 

strategy of partially hedging up to three years into the future, without some convincing 

evidence that the replacement strategy is expected to decrease total costs or that eligible 

retail customers are unconcerned about price volatility.  However, Staff would not be 

opposed to modest reductions in the Plan’s hedge ratios, if the Commission were to 

agree with ICEA and RESA that more market reflective pricing would be of benefit.  For 

illustrative purposes, Staff would consider the “Alternative Plan” in the following table to 

reflect modest changes. 

 Target Hedge Ratios by the Start of Each Plan Year 

Plan Year Per IPA Plan Alternative plan 

PY 2012-2013 100% 90% 

PY 2013-2014 70% 50% 

PY 2014-2015 35% 25% 

   

 Annual Additions to Hedge Ratios following Transition 

Plan Year Per IPA Plan Alternative plan 

Immediate PY 30% 40% 

Immediate PY + 1 35% 25% 

Immediate PY + 2 35% 25% 
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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.  

 

       Respectfully submitted, 
 
 
 
       ___________________________ 
 JESSICA L. CARDONI 
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