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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 

ILLINOIS POWER AGENCY                          )                   

Petition for Approval of the                               )    Docket No. 13-0546 

220 ILCS 5/16-111/5(d) Procurement Plan      ) 

 

OBJECTIONS OF THE RETAIL ENERGY SUPPLY ASSOCIATION TO THE 

ILLINOIS POWER AGENCY’S 2014 PROCUREMENT PLAN 

 

 

 

I. INTRODUCTION 

 The Retail Energy Supply Association (“RESA”)
1
 is a broad and diverse group of retail 

energy suppliers who share the common vision that competitive retail energy markets deliver a 

more efficient, customer-oriented outcome than a regulated utility structure.  RESA is devoted to 

working with all stakeholders to promote vibrant and sustainable competitive retail energy 

markets for residential, commercial and industrial consumers.  RESA has been an active 

participant in all of the proceedings before the Illinois Commerce Commission (“Commission”) 

concerning approval of the annual procurement plans of the Illinois Power Agency (“IPA”), 

beginning with Ill. C. C. Docket 08-0519.  RESA submitted Comments to the IPA on its Draft 

2014 Power Procurement Plan, dated August 15, 2013 (the “2014 IPA Draft Plan”).  RESA has 

                                                           
1
 RESA’s members include AEP Energy, Inc.; Champion Energy Services, LLC; ConEdison Solutions; 

Constellation NewEnergy, Inc.; Direct Energy Services, LLC; Energetix, Inc.; GDF SUEZ Energy Resources NA, 
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the following Objections to the 2014 Power Procurement Plan (the “2014 Procurement Plan”) 

filed with the Commission on September 30, 2013, and docketed as Ill. C. C. Docket 13-0546. 

 In these Objections, RESA will address the following three issues: 1) the introduction of 

fixed-priced, full requirements (“FPFR”) products into 2014 Procurement Plan, 2) Alternative 

Compliance Payments (“ACPs”), and 3) the timing of the procurement process.  With respect to 

FPFR products, RESA supports the specific proposal made by the Illinois Competitive Energy 

Association (“ICEA”) in its September 16, 2013 and ICEA’s Objections and the specific 

revisions that ICEA proposes to the 2014 Procurement Plan, reflected in its red-lined version of 

that plan, which accompany ICEA’s Objections. 

II. THE COMMISSION SHOULD MODIFY THE 2014 PROCUREMENT PLAN 

TO INCLUDE FIXED-PRICED, FULL REQUIREMENTS PRODUCTS. 

 

The IPA proposes, in the 2014 Procurement Plan, a three-year ladder approach: the IPA 

will procure 25% of the forecast energy need for the third year (June 2016 through May 2017), 

50% for the second year (June 2015 through May 2016), and 75% for November to May of the 

first year (November 2014 through May 2015) through the purchase of on-peak and off-peak 

blocks of energy. However, the IPA will be fully hedged for June through October of the first 

year (June 2014 through October 2014).  (2014 Procurement Plan, pp. 11-12)
2
  Because the 

blocks of energy will never exactly match the usage of default service customers, the electric 

utilities will be buying or selling energy, as necessary, in the spot market.  Thus, the IPA’s 

procurement approach is commonly referred to as the “block-and-spot” approach. 

                                                           
2
 The 2014 Procurement Plan provides that , if necessary, the IPA recommends the Commission pre-approve a 

supplemental September procurement which would bring the hedging level for the rest of the first delivery year to 

the “fully hedged” level.” (2014 Procurement Plan, p. 12) 
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In support of its proposed procurement strategy, the IPA states that it believes that its 

continued use of a three-year laddered approach is the most prudent and most likely to produce 

its statutorily mandated objective to ‘develop electricity procurement plans to ensure adequate, 

reliable, affordable, efficient, and environmentally sustainable electric service at the lowest total 

cost over time, taking into account any benefits of price stability”.  (Id.)  In its Comments on the 

2014 Draft Plan, RESA advocated the use of multiple procurement events as a means to mitigate 

the risks inherent in its one-time procurement event approach, stating that failure to do so was a 

serious shortcoming of the 2014 Draft Plan which should be remedied when the IPA submits the 

2014 Procurement Plan to the Illinois Commerce Commission on September 30, 2013.  (RESA 

Comments, pp. 2-6) 

However, the IPA failed to address multiple procurement events in the 2014 Procurement 

Plan and advocates continued use of the three-year laddered approach.  RESA has repeatedly 

recommended over the course of various years’ IPA plans that the Commission require that the 

IPA use multiple procurement events in order to more closely reflect the market price of the 

supply purchased.  The reasons expressed previously by RESA for multiple procurement events 

are valid for the current, 2014 Draft Plan.  However, given the fact that this multiple 

procurement approach appears unlikely to be adopted by either the IPA or the Commission, 

RESA will not be recommending the use of multiple procurement events at this time.  However, 

RESA cannot support continued limitation of the procurement plans to use of the block-and-spot 

method using the three-year laddered approach. 

Instead, RESA supports the proposal of ICEA, made in its Comments on the 2014 Draft 

Plan, that the IPA incorporate the use of FPFR products into the current supply portfolio.  

Specifically, RESA supports ICEA’s proposal to refine the 2014 Procurement Plan so that 30% 
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of the bundled service load of ComEd’s eligible retail customers will be supplied through FPFR 

products during the June 2014-May 2015 period, leaving the possibility for further FPFR product 

procurements to be included in future IPA Plans. 

The IPA’s recommended electric supply procurement strategy—block and spot—does 

not allow Illinois retail customers to see the true and transparent price for electricity which they 

will ultimately pay due to the unforeseeable costs captured in the Purchased Electricity 

Adjustment (“PEA”).  The transactional costs which customers must pay monthly through the 

PEA distort the price comparison between ARES competitive pricing and the Price-to-Compare 

tariff rate for electricity supply due to the IPA’s block-and-spot procurement strategy.   

Under the block-and-spot strategy, customers will make their retail electricity purchase 

decisions based upon the published utility Price-to-Compare, which will be the known price 

related to the block energy purchases, and will not include the spot purchases that must be made 

at a later date by the utilities to fulfill their wholesale electricity purchase needs for their retail 

customers.  This means that customers will only see part of their future retail electricity costs 

reflected in utility prices, but will pay a larger number as the utility spot purchase costs get 

layered on at a later date.  This distorts the market and makes utility bundled service appear to be 

more economical than it really is.  The quantity level, and price, of future utility spot purchases 

are necessarily unknown, and not capable of being forecasted, until the time when they are 

required because spot purchases are make-up amounts above the block purchases, and are a 

result of uncertain retail customer demand and usage.  Thus, the laddered block-and-spot 

procurement strategy suggested by the IPA provides an opaque retail electricity pricing structure 

that cannot be fairly compared to the competitive retail electric prices provided in the 

competitive market.  In short, under the IPA’s recommended block-and-spot procurement 
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strategy, the utility Price-to-Compare simply isn’t.  This distortion will make utility bundled 

service appear to be more economical than it really is, which chills energy efficiency and 

demand-side management investment and increases associated investment pay-back periods. 

Moreover, as pointed out by ICEA in its Comments, recent history demonstrates that the 

additional costs for purchasing electricity under the IPA’s block-and-spot strategy have 

outweighed any revenues collected for selling power back into the market through that block-

and-spot strategy.   (ICEA Comments, pp. 8-9)  RESA agrees with ICEA that a procurement 

approach like the FPFR approach that is reflective of all of the power and energy necessary to 

serve a customer, along with its corresponding prices, provides the best environment for 

sustainable, robust retail competition.   

While the IPA’s 2014 Procurement Plan contained an assessment of the possibility of 

including FPFR products in the supply portfolio for eligible retail customers and rejects that 

approach, that rejection is based on an incomplete and inaccurate assessment of the use of a full 

requirements procurement approach.  A detailed critique of IPA’s analysis of FPFR products is 

contained in a report prepared by NorthBridge Group, which was attached as Appendix A to 

ICEA’s Comments.  Moreover, the Commission Staff, in its Comments on the 2014 Draft Plan, 

similarly found the IPA’s analysis of the use of FPFR products to be deficient. Specifically, Staff 

stated that it is “skeptical” of the model, assumptions and analysis used by the IPA to compare 

full requirements contracts to the IPA’s fixed quantity approach toward hedging.  Staff 

recommended that the IPA better justify the pricing model and assumptions used for its analysis 

of full-requirements contracts.   (Staff Comments, pp. 22-23)  While the IPA revised some of the 

language in the 2014 Procurement Plan regarding its analysis of FPFR products from the 
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language contained in the 2014 Draft Plan, it did not change its model, assumptions, nor 

analysis. 

In contrast to the IPA’s analysis, NorthBridge presented a quantitative analysis based on 

actual market data from a region in which the block-and-spot approach and the FPFR product 

approach had been implemented simultaneously.  NorthBridge’s analysis showed that the 

compensation that FPFR product suppliers require to directly bear costs and risks that would 

otherwise be borne by customers is reasonable.  Put differently, NorthBridge’s analysis indicated 

that, in comparison to the FPFR product approach, the increases in risk borne by residential 

customers under the block-and-spot approach are not balanced by a proportionate decrease in the 

expected default service level.  Consequently, NorthBridge recommended that FPFR products be 

included in the 2014 IPA Procurement Plan to protect customers from the proven adverse risks 

of the block-and-spot approach and to allow gaining more information about FPFR products in 

the context of the Illinois electricity markets. 

RESA agrees with ICEA that the use of FPFR products in the IPA’s 2014 Procurement 

Plan would provide the IPA and the Commission with the opportunity to better assess the 

transparency and reduced distortions resulting from the FPFR approach.  RESA encourages the 

Commission to require the use of FPFR products in the procurement plan approved by the 

Commission in this proceeding in order to gauge how this approach will work and, if successful, 

expand the use of FPFR products in future procurements.  

Specifically, RESA supports ICEA’s proposal that the 2014 Procurement Plan be refined 

so that 30% of the bundled service load of ComEd’s eligible retail customers will be supplied 

through FPFR products during the June 2014-May 2015 period, leaving the possibility for further 

product procurements to be included in future IPA Plans.  All of the June 2014-May 2015 FPFR 
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products will have a 12-month delivery period covering the entire June 2014-May 2015 period 

and the products will be competitively procured in an RFP process that will run concurrently 

with the mid-April 2014 block energy RFP that is already included in the 2014 Procurement 

Plan.  The specifics of ICEA’s proposal and an explanation of how it can easily be incorporated 

in the 2014 Procurement Plan are contained in ICEA’s Comments at pages 12-18.   

The benefits of ICEA’s proposed approach are as follows.  First, the approach should be 

fairly simple to implement.  Second, ICEA’s proposed approach does not involve the concerns 

associated with the alternative integration approach which the IPA considered and rejected in the 

2014 Procurement Plan.  Third, the development of a supplier contract for the FPFR product 

should be relatively straightforward because there already are many existing supplier contracts 

for FPFR products that could be defined as necessary for the development of a contract for 

ComEd’s FPFR product.  Finally, the use of FPFR products would provide the IPA and the 

Commission with an opportunity to better assess the transparency and reduced distortions created 

by the FPFR approach. 

 

III. ALTERNATIVE COMPLIANCE PAYMENTS 

In the 2014 Procurement Plan, the IPA notes the amount of Alternative Compliance 

Payments (“ACPs”) which it received from RESs:  approximately $7.1 million in 2010, 

approximately $5.6 million in 2011, and approximately $2.2 million in 2012.  The IPA then 

notes that, in September 2013, it expects to receive approximately $40 million in ACPs for the 

June 2012 through May 2013 compliance period.  The IPA attributes this tremendous increase in 

ACPs to being “a direct result of significant load switching from utility supply to RES supply in 
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recent months, primarily driven by municipal aggregation activities”.  (2014 Procurement Plan, 

p. 102)   

Actually, the IPA’s explanation is only partially accurate, as pointed out by RESA in its 

Comments on the 2014 Draft Plan.  Another cause was the increase in the ACP rate as a result of 

a changed assumption.  The May 17, 2012 Estimated ACPs for the June 2012 through May 2013 

compliance period, posted by the Commission pursuant to Section 16-115D (d) (1), of the Public 

Utilities Act,  were $0.6338/mWh for Ameren and $0.9085/mWh for ComEd.  However, on May 

13, 2013, the Commission published, also pursuant to Section 16-115D (d) (1) a Notice that it 

had revised its Estimated ACPs as follows:  $0.6687/mWh for Ameren and $0.9724/mWh for 

ComEd.  The reason given for the revision was that the May 17, 2012 Estimated ACPs assumed 

that ACP revenues collected by Ameren and ComEd from their hourly customers would be used 

to purchase RECs required for eligible retail customers’ renewable energy credits portfolios, 

however this assumption was incorrect.
3
  The Notice also indicated that Actual ACP rates would 

be established by July 1, 2013.  In fact, the Actual ACP rates were identical to the May 13, 2013 

Estimated ACPs. 

While the change in ACP rates, on a per MWh basis, may not seem large, the change is 

very significant when considering the total volumes of electricity sold by RESs.  As another 

measure of this increase, the amount of that increase was greater than the entire previous year’s 

Actual ACP rate for each utility--$0.0584/mWh for Ameren and $0.0568/mWh for ComEd.
4
  

Moreover, the timing of the notice of the changed assumption and the revised estimates—one 

                                                           
3
 Illinois Commerce Commission—Notice Concerning Alternative Compliance Payments (“ACPs”) associated with 

the Public Utilities Act’s Renewable portfolio standard for alternative retail electric suppliers and electric utilities 

operating outside their service territories dated May 13, 2013. 

4
 Illinois Commerce Commission-Notice of Actual ACP Rates for Compliance Period June 2011 through May 2012, 

dated July 2, 2012. 
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year after the publication of the earlier estimate and 11 ½ months into the 12-month  compliance 

period—made it impossible for RESs to accurately reflect these increased ACP costs in the 

products they provide to  their customers.  For 11 ½ months, the best information RESs had with 

which to anticipate ACP charges required by law to comprise 50% of their compliance, was the 

Estimated ACP published by the ICC in May 2012.  The May 13, 2013 increase of this estimated 

number was a substantial change that made RESs’ reliance on the previous estimate inadequate 

for them to reflect the Actual ACP cost in their product pricing for customers during that 11 ½ 

month period.  Competitive markets require predictability in order for suppliers to accurately 

forecast forward changes, but this change was unprecedented until 2013, so it was virtually 

unforecastable. 

RESA requests that, in the future, if assumptions in the manner in which ACPs are 

calculated are changed, those changed assumptions should be made prospectively.  For example, 

if a changed assumption were reflected in the subsequent, rather than the current, compliance 

period, RESs would have some opportunity to adjust prices accordingly. 

IV. TIMING OF PROCESS 

Due to the fact that there were no procurement events held as a result of the 2013 

Procurement Plan, there was no problem with the publication of new rates sufficiently in 

advance of their effective dates, unlike the experience in previous years.   

Delays in the release of utility tariffs and charges cause substantial confusion and 

competitive harm in the retail market.  While the IPA includes some improvements in the 

procurement process in the 2014 Procurement Plan, it does not commit to accelerating the 

publication of new rates in advance of their effective dates.  The Commission should, in its order 

in this proceeding, establish schedules that permit calculation of new rates sufficiently in 
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advance of their effective dates and require that utilities file and make available approved tariffs 

and charges no less than two weeks before the new rates would go into effect.   

 

V.  CONCLUSION 

 RESA appreciates the opportunity to submit these Objections to the 2014 Procurement 

Plan, which is generally well-thought out and carefully analyzed.  However, three modifications 

should be made to that plan.  First, provision should be made for the use of fixed-price full 

requirements products in the manner recommended by ICEA.  Second, any change in 

assumptions which would impact the calculation of ACPs should be made prospectively.  Third, 

there should be specific timetables in the plan that ensure that new rates will be available to 

RESs no less than two weeks before they would go into effect. 

     Respectfully submitted, 

     /S/ GERARD T. FOX 

     Gerard T. Fox 

     An Attorney for the Retail Energy Supply Association 

 

Law Offices of Gerard T. Fox 

Two Prudential Plaza 

180 North Stetson, Suite 3500 

Chicago, IL 60601 

(312) 268-5674 

gerardtfox@aol.com    

 

 

October 7, 2013 
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NOTICE OF FILING 

 

 Please take note that on October 7, 2013 I caused to be filed via e-docket with the Chief 

Clerk of the Illinois Commerce Commission, the attached Objections of the Retail Energy 

Supply Association in this proceeding. 

 

Dated:  October 7, 2013 

 

 

       /s/Gerard T. Fox 

       Gerard T. Fox 

 

 

CERTIFICATE OF SERVICE 

  

 I, Gerard T. Fox, certify that I caused to be served copies of the foregoing Objections of 

the Retail Energy Supply Association upon the parties on the service list maintained on the 

Illinois Commerce Commission’s eDocket system for the instant docket via electronic delivery  

on October 7, 2013. 

 

 

 

       /s/ Gerard T. Fox 

       Gerard T. Fox 

 


