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Illinois Power Agency,    ) 

       ) 

Petition for Approval of the    ) 

220 ILCS 5/16-111.5(d) Procurement Plan.  ) ICC Docket No. 11-0660 

 

 

VERIFIED RESPONSE OF THE PEOPLE OF THE STATE OF ILLINOIS 

TO OBJECTIONS TO THE IPA DRAFT POWER PROCUEMENT PLAN  

 

The People of the State of Illinois, by Lisa Madigan, Attorney General of the State of 

Illinois (“the People”), pursuant to the Administrative Law Judge Ruling on October 6, 2011, file 

this response to the various Objections filed to the Illinois Power Agency’s 2012 Draft Power 

Procurement Plan (“The 2012 Plan”).  In summary, the People emphasize that the primary goal 

of the IPA’s Procurement Plan is to meet its statutory obligation to procure electric service “at 

the lowest total cost over time, taking into account any benefits of price stability.”  20 ILCS 

3855/1-5(1).    With this premise in mind, the People respond to the Objections of other parties.  

I.  THE PROCUREMENT OF RENEWABLE RESOURCES AND RECS MUST 

MEET STATUTORY GOALS AT THE LOWEST COST OVER TIME. 

A. The Commission Should Preserve the Flexibility Currently In The 2012 Plan 

To Receive Bids for Both Long-Term and Short-Term Renewable Resources. 

A number of parties objected to the 2012 Plan proposal to purchase renewal resources 

because it would invite bids for renewable generation for “up to 20 years” while they believe that 

only short term RECs should be procured to match the three year laddered procurement.
1
   The 

2012 Plan would “invite bids for periods up to 20 years for renewable generators (allow single 

year as well as multi -year bids for resources).”  2012 Plan at Section 3.3.3, page 53. Although 

                                                 
1
 Ameren Utilities, Commonwealth Edison, Constellation Commodities Energy Group, Exelon Generation, Illinois 

Competitive Energy Association, Retail Energy Supply Association. 
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this would provide the IPA with maximum flexibility and choice of resources, parties object 

because other electricity would be purchased “on a laddered three-year forward basis.”  2012 

Plan at 1.   

The People recognize that there may be a time inconsistency between the three-year general 

supply procurement and the option to obtain long-term renewable resources (up to 20 year term).   

However, the Commission has recognized the need to include long-term renewable resources in 

Procurement Plans.  ICC Docket 09-0373, Order at 116 (Dec. 28, 2009).   Excluding long-term 

contracts for renewable resources from the 2012 Plan would contravene the policy set out by the 

Commission and could potentially discourage the development of the renewable resources 

market necessary to meet future renewable resources obligations. 

The competing interests in low-cost electricity and the “benefits of price stability” and the 

fact that there was a recent long term renewable resources procurement earlier this year, counsel 

against imposing either a long-term renewable resources mandate or a long-term renewable 

resources ban in this Plan.  2012 Plan at 55 (600,000 MWh already purchased under 20 year 

contracts). The procurement administrator should have the flexibility to assess whether the 

renewable resources market contains sufficient resources, in the form of short-term  RECs, 

bundled RECs and electricity, or long-term contracts, to support Illinois’s renewable resources 

portfolio requirements over the coming years.  See 20 ILCS3855/1-70(c).   If there are bids for 

renewable resources covering more than a three-year period, and the volume and price are 

competitive with short term RECs, the IPA should have the option to accept them.  This 

flexibility would enable the IPA to assess both the long-term and the short-term market, and 

make appropriate decisions based on actual bids. 
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Some parties have suggested that inviting bids “up to 20 years” is too vague, and will result 

in a plethora of inconsistent and difficult to compare bids.  Commonwealth Edison Objections at 

12.   This argument may have merit, and if bids are too disparate, a more focused bidding 

process may be more appropriate. 

 Finally, other parties argue that the renewable resources obligation should be met with 

one-year RECs exclusively.  E.g., Retail Energy Supply Association, Objections at 5-7; Exelon 

Generation, Objections at 1-2.  One-year RECs might be the best option for the IPA this year, as 

it was last year, based on price and availability.  In addition, the recent IPA long-term renewable 

resources procurement and the beginning of customer migration from the IPA portfolio are 

legitimate reasons to err on the side of caution and use short-term RECs to satisfy the renewable 

resources obligation.  However, price should be the guiding principle in determining whether the 

IPA should limit its procurement to one-year RECs.   If the market for short-term RECs 

continues to offer adequate resources to meet the Illinois renewable resources obligation at low-

cost, short-term RECs should be the preferred renewable resources for 2012. 

B. The Commission Should Accept The “Conservative” Renewable Resources 

Budget in the 2012 Plan. 

 Another objection to the renewable resources part of the 2012 Plan is that it establishes a 

“conservative” Renewable Resources Budget for the next 20 years
2
 which will constrain and 

reduce large procurement of or long-term contracts for renewable resources.  This Objection is 

based on the assertion that there is insufficient evidence to show that, at least in the Ameren 

Utilities area, load migration is sufficiently high to justify such a large constraint on renewable 

resources procurement.  The People respond that it is prudent, at this early stage of customer 

migration, to err on the side of caution, and to base any long-term renewable resources 

                                                 
2
 Wind on the Wires, Objections at 16-17. 
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procurement on assumptions that at worst, would obtain less renewable resources than possible 

for the longer term.  Given the fact that there are annual procurement processes, it is wiser to 

limit the size of long-term renewable resources purchases until the extent of customer migration 

becomes more known and settled.  Although the migration experience in the Ameren Utilities 

areas may not be equivalent to that in the Commonwealth Edison area (Wind on the Wires does 

not question the “conservative” budget in the ComEd territory), customer migration is not well 

developed, and it is more prudent to obtain long-term renewable resources if customer migration 

is less than allowed in the Plan than to have excessive long term renewable resources obligations 

that either exceed the need or exceed the budget available for them. 

B. The Commission Should Accept the Plan For Workshops on Distributed 

Solar Resources 

Some parties argued against a separate procurement for solar RECs or distributed solar 

resources.  See e.g., Commonwealth Edison Objections at 24-31, Illinois Competitive Energy 

Association Objections at 7-9.  The People support the provisions in the 2012 Plan to hold 

workshops on distributed solar resources.    2012 Plan at 53-54.  The process for integrating 

distributed solar resources in the IPA procurement is in its infancy, and it is good policy to seek 

input from parties with expertise and resources in this area.  That will enable the IPA and the 

parties participating in the development of solar power to learn from each other so that an 

adequate supply of solar renewable resources is available.  Commonwealth Edison’s suggestion 

that there are legal obstacles to proceeding as outlined in the 2012 Plan should be rejected as 

premature:  workshops will inform the design for procurement of distributed solar resources, at 

which time the contours of the procurement will be clear and can be reviewed.  

It is worth noting that distributed solar resources are produced and supplied very differently 

from other resources.  Small scale solar energy installations, on houses, small business, schools, 
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and other relatively small buildings, produce power where a large portion of it is consumed, 

benefiting the overall system by reducing distribution costs and wear-and-tear.  Other significant 

differences are the scale of capital needed to install a “roof-top” sized system and the 

administrative resources available for such small installations.  It may be appropriate to tailor 

access to IPA procurement for systems of this size, for example, through aggregation or 

simplified contract processes.  A workshop process in advance of developing such 

accommodations can involve interested and knowledgeable people and open the procurement 

process to more voices.  The People support the provisions of the 2012 Plan that provide for 

workshops on the use and incorporation of distributed solar resources in the IPA’s Plan. 

II. THE THREE-YEAR LADDERED APPROACH SHOULD BE RETAINED 

BECAUSE IT PROTECTS THE PUBLIC INTEREST IN PRICE STABILITY. 

Some representatives of the competitive energy sector argue that the three-year ladder 

strategy, that includes purchases for future years in each annual procurement, see 2012 Plan at 

e.g. 26, 45, is inconsistent with the “competitive market” and should be replaced with a simple 

annual procurement.  See Objections of Retail Energy Supply Association at 1-5; Objections of 

Illinois Competitive Energy Association at 9-11.  This objection takes an unreasonably 

restrictive view of the “market” by suggesting that customers should be disproportionately 

exposed to short-term wholesale prices, and should be rejected. 

In purchasing electricity from suppliers, end-users are not limited to spot market prices, 

single year contracts, real time prices, or any other combination of terms.  Similarly, suppliers 

are free to offer consumers services and prices based on various terms, reflecting a combination 

of peak, off-peak, long-term, short-term or other factors.  The IPA is charged with obtaining “the 

lowest total cost over time, taking into account any benefits of price stability.”  20 ILCS 3855/1-

5(1).  While suggesting that the three-year ladder was not consistent with their business plans, 
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the parties objecting to the three-year ladder strategy did not demonstrate that the 2012 Plan 

would harm consumers or contradict the IPA’s basic statutory duty. 

The Commission should reject the Objections to the three-year ladder and confirm that aspect 

of the 2012 Plan. 

III. THE SUCCESS OF THE LAST SEVERAL PROCUREMENTS IN MATCHING 

MARKET PRICES SHOULD COUNSEL AGAINST THE FULL 

REQUIREMENTS APPROACH ADVOCATED BY CONSTELLATION 

COMMODITIES ENERGY GROUP. 

The Constellation Commodities Energy Group (“CCEG”) objects to the 2012 Plan because it 

does not include “full- requirements” contracts.  While it argues that full requirements contracts 

reduce customer risk, it fails to establish (1) that the risk of price fluctuation in the 2012 Plan 

approach is excessive or unreasonable or (2) that the risk premium for full-requirements 

contracts justifies their use. 

CCEG asserts that a full-requirements contract promotes “opportunities for customers by 

providing well-defined, competitively-procured default service supply that provides appropriate 

benchmarks for comparisons to product offerings of retail electric suppliers (“RESs”).”  CCEG 

Objections at 3.  However, suppliers are free to compete against full requirements contracts or the 

three-year laddered approach of the 2012 Plan.  Although it may prefer to compete against a full 

requirements contract procurement, there is no reason that CCEG or other suppliers cannot compete 

against whatever services and prices are available to consumers from either the IPA or other 

suppliers.   

Further, Illinois experimented with full requirements contracts at the end of the statutory rate 

freeze in 2007 when full requirements contracts were the basis of the reverse auction approved by the 

Commission upon the petitions of ComEd and Ameren.  See ICC Docket 05-0159.   The full 

requirements auction resulted in prices that exceeded market values by approximately 20%.  

Comments of the People of the State of Illinois, filed May 16, 2008.  (“the 2006 auction clearing-
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price was approximately 21 percent higher than contemporaneous NYMEX Northern Illinois hub 

prices on the day of the auction even after adjustments for capacity and ancillary services.”), 

available at:  http://www.icc.illinois.gov/electricity/procurementprocess.aspx   By contrast, the 

approach used by the IPA in this and prior procurements have more closely matched NYMEX 

Northern Illinois hub prices.   See Comments of the People of the State of Illinois, filed June 23, 

2011 and available at:  http://www.icc.illinois.gov/electricity/procurementprocess2011.aspx   The 

Commission should reject CCEG’s objection to the 2012 Plan and reject its recommendation to 

return to unnecessarily expensive full requirements contracts in the 2012 Plan. 

IV. CONCLUSION 

WHEREFORE, for the above stated reasons, the People pray that the 2012 IPA Plan be 

adopted consistent with the statements included in this Response. 

 

Dated: October 18, 2011 

Respectfully submitted, 

 

People of the State of Illinois 

Lisa Madigan, Attorney General 

 

 

 By: ____________________________ 
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