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OBJECTIONS OF THE ILLINOIS POWER AGENCY'S 2014 PROCUREMENT PLAN 

Now comes the Illinois Competitive Energy Association ("ICEA") and, pursuant to 

Section 16-111.5 of the Public Utilities Act (220 ILCS 5/16-111.5) (the "Act") and the 

Administrative Law Judge's Ruling dated October 9, 2013, submits these Reply To Objections 

of the Illinois Power Agency's ("IPA") procurement plan (the "Plan") for the generation supply 

to eligible retail customers of Commonwealth Edison Company ("CornEd") and the Ameren 

Illinois Company ("Ameren") for the period of June 2014 through May 2019. Specifically, 

ICEA will respond to Ameren's objections regarding full requirements, and to the Retail Energy 

Supply Association's ("RESA") Objections and Exelon Generation's ("ExGen") objections 

concerning the Alternative Compliance Rate ("ACP") and utility retail supply rates. 

I. INTRODUCTION 

Ameren's Objections do not provide any valid basis to reject ICEA's recommendation 

that the Plan be revised to require the IP A to incorporate the use of fixed-price, full requirements 

("Full Requirements") products into its current supply portfolio. Specifically, ICEA proposes 

that the Commission direct the IP A to revise its Plan so that 30% of the bundled service load of 

CornEd's eligible retail customers will be supplied through Full Requirements products during 

the June 2014 - May 2015 period, leaving the possibility for further Full Requirements product 



procurements to be included in future IPA Plans. The Northbridge Report accompanymg 

ICEA's Objections finds that Full Requirements products easily can be integrated in a portfolio 

that already includes block energy products, like the Illinois utilities' supply portfolios, to help 

protect customers from the significant adverse financial risks and rate instability associated with 

a portfolio based entirely on the block-and-spot approach. That conclusion remains valid, 

despite Ameren' s criticisms. 

II. FULL REQUIREMENTS PRODUCTS SHOULD BE INCLUDED IN THE PLAN 

Full requirements are supported by both retail and wholesale suppliers, as reflected in the 

Objections of both RESA (RESA Objections at 2-7) and ExGen (ExGen Objections at 3-8). 

Notably Ameren, for whom full requirements are not being recommended at this time, is alone in 

its criticism of full requirements. Ameren attacks consideration of full requirements products in 

the 2014 Procurement Plan for a number of reasons, each of which ICEA will address separately, 

in turn. 

A. Full Requirements Are Authorized Under the Law. 

Ameren indicates that a determination should be made as to whether load following 

products (including full requirements and partial requirements) are allowed under the IPA Act. 

(Ameren Objections, p. 6). Ameren correctly notes that the legality of full requirements falling 

within the IP A Act was litigated, but not determined, during evaluation of the 2012 IP A Plan. 

(Id.) However, no party in this case has specifically identified any issue with full requirements 

falling within the statutory authority of the IP A as "standard wholesale products." 

ICEA has articulated in past procurement plan comments and Commission proceedings 

that the standard product procurement in the IP A Act was meant to be illustrative and not 

exhaustive. By combining various products identified in the statute, one can achieve a Full 

Requirements product, and the IP A has the discretion to procure those products in combination. 
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ICEA contends that, indeed, a Full Requirements product such as that advocated by ICEA and 

discussed in the NorthBridge report accompanying ICEA's Objections falls squarely within the 

permissible products under the IP A Act. The statute specifically provides for contracts executed 

for products "separately or in combination ... including but not limited to" (emphasis added). 

220 ILCS 5/16-111.5(b)((3)(iv). Clearly, by the statute's own wording, the list of products was 

meant to be illustrative, not exhaustive. By combining various products identified in the statute, 

one can achieve a full requirements product. The IP A has the discretion to procure those 

products in combination. 

The wide reliance on full requirements products likewise supports ICEA's position that 

full requirements constitutes a "standard wholesale product", and is therefore permissible under 

the statute. Full requirements are used to supply utility standard service offers in a number of 

jurisdictions. In fact, for all of the reasons identified in the NorthBridge Report, the full 

requirements product approach has become by far the most prevalent form of default service 

supply procurement for smaller customers in restructured jurisdictions l
. 

The IPA has taken a significant step toward providing clarity in this matter. ICEA's 

interpretation has been borne out by the Plan. As articulated by the IP A, the definition of 

"standard product" may "include wholesale load-following products (including full requirements 

or partial requirements) as long as the procurement is standardized such that bids may be judged 

solely on price." (Plan, at 17.) Although Ameren indicates that an assessment of the legality of 

full requirements must be made, they do not provide any basis from which to conclude that a full 

requirements product is anything other than an authorized product under the IP A Act. 

1 Examples include Connecticut; Delaware; Maine; Maryland; Massachusetts; New Jersey; Ohio; Pennsylvania; 
Rhode Island and Washington, D.C. ICEA understands that numerous state public utility commissions have 
explicitly recognized the comparative benefits of the Full Requirements product approach. 
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B. Full Requirements Should Require Little Implementation Effort. 

Ameren's claim that "the insignificant amount of load proposed to be hedged in the Plan 

needs to be contrasted against the effort and cost associated with implementing a full 

requirements procurement" (Ameren Obj. at 7) is misplaced. Given the oversubscription in 

Ameren, ICEA's proposal does not include carving out a cross-section of the Ameren load for 

full requirements. (ICEA Obj. at 17). With that in mind, it is unclear why Ameren is concerned 

about ICEA's proposal for full requirements in this year's Plan at all. Regardless, ICEA's 

proposal should not be difficult to implement. As noted in ICEA's Objections, much of the 

incremental implementation work, such as the publicity, bidder qualification, bidder information 

dissemination, and RFP administration, will be minimized because the same tasks will be 

performed in the context of the mid-April block energy product RFP. Furthermore, the 

development of a supplier contract for the Full Requirements product should be relatively 

straightforward, because there already are many existing supplier contracts for Full 

Requirements products that could be refined as necessary for the development of a contract for 

CornEd's Full Requirements product. The fact that there is a relatively small amount of load 

based on current forecasts is not a reason to reject a blending of full requirements into the Plan; 

rather, it provides the Commission with an ideal opportunity to dip the proverbial regulatory toes 

into the water of full requirements. 

C. Specific Characteristics of the Product Can Be Developed In Sufficient Time. 

Ameren's suggestion that the load following product would need to be further defined 

(Ameren Obj. at 7), while true, is not a barrier to implementation. ICEA's proposal already 

contains certain details regarding the product, in that the full requirements product for energy 

would be structurally similar to those solicited elsewhere, with full requirements suppliers 

bearing all of the risk (including for weather and switching). (ICEA Obj. at 17-18) The fact of 
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the matter is that full requirements are used extensively throughout PJM, and any details 

regarding schedules and settlement should be relatively easy to replicate from other utilities in 

PJM that use full requirements. None of what Ameren points to as potential issues is, in reality, 

an impediment to implementation of a full requirements product in this Plan. 

D. Any Risk Premium Outweighs the Benefits of Full Requirements. 

Ameren's objection that any risk premiums would need to be estimated and compared 

against any perceived benefit of the product has already occurred. ICEA has provided a 

comprehensive analysis from NorthBridge regarding the benefits and costs associated with full 

requirements, in addition to providing specific and detailed criticisms of the flawed analysis 

offered by the IP A in its Plan. 

Although ICEA recognizes the fact that there may be some cost to suppliers bearing those 

risks that will factor into bids, those full supply costs are known and measurable at the time of 

the procurement results, in contrast to the current situation, in which the effects of inaccurate 

forecasting or significant customer migration cannot be known. The benefits of having prices be 

known and measurable are obvious when assessing recent variability in pricing. CornEd's most 

recent Purchase Electricity Adjustement ("PEA") filing for November 2013, for example, shows 

a deferral of over $27 million in PEA related costs in a single month that will be deferred, based 

on CornEd's commitment to limit the PEA to no more than .50 cents/kwh. Those deferred 

charges are not "free". Rather, customers will have to pay them back over time, with carrying 

charges. The PEA therfore distorts those price signals to customers, as does the block-and-spot 

approach, which is similarly unknown to customers in advance. Since neither the electricity 

costs incurred through spot transactions incurred via the block-and-spot approach nor the 

deferred costs held in the deferred balances are included in the PTC, default service customers 

are unable to properly evaluate the true comparison in price offerings between the ARES and the 
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utility default serVIce prIce. Full requirements, in contrast, provides a known, open and 

transparent price for customers for the entire term of the procurement. 

The fact that a litigated review regarding the assumptions and conclusions must be made 

is not justification for rejecting full requirements out of hand, as Ameren suggests. (Ameren 

Obj. at 7-8). An independent assessment of those assumptions and conclusions should be able to 

occur relatively easily, and in a straightforward manner, in this docket. The fact that there may 

be time and effort required to do so does not mean that the parties should be content with the 

status quo, and ignore recommendations that carry the possibility of even greater success in the 

future. The goal of the statutorily mandated IP A review process each year, and the requirement 

for filing a new plan each and every year, is that the process can be continually improved upon. 

Moreover, that narrow thinking does not address the varied and substantial potential benefits that 

full requirements can provide, including the following: 

(a) Avoids inevitable volatility for customers due to forecast for which 
tranches were established not matching with actual needs, requiring 
monthly spot purchases/sales; 

(b) Protects against risk of customer migration; and 

(c) Bidders have superior expertise in managing portfolios. 

III. SUGGESTIONS REGARDING ACP AND RETAIL RATES SHOULD BE 
ADOPTED 

A. Changes in ACP Methodology or Calculations Should Be Prospective. 

RESA notes that Retail Electric Suppliers experienced a dramatic increase in the ACP for 

the June 2012 through May 2013 compliance period due, in part, to a change in assumptions on 

the part of the Commission Staff developing the ACP rates. (RESA Obj., pp. 7-8). Dramatic 

and unanticipated changes can wreak havoc on suppliers' costs, and therefore on the offerings 

that they are able to make to customers. RESA's objections requests that, in the future, if 

6 



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. (RESA Obj. at 9). For similar reasons, ExGen 

recommends that the Commission modify the ACP posting process, publishing forward data. 

(ExGen Obj. at 9-10). ICEA wholeheartedly supports those suggestions. 

B. Retail Rates Should Be Published As Soon As Possible. 

As noted by ExGen, "[i]t is difficult for Retail Electric Suppliers to go to market with 

offers that were attractive to customers, given that changes to utility bundled rates were 

imminent, but without knowledge as to those revised rates and tariffs. Delays in release of the 

tariffs and charges causes substantial confusion and potential competitive harm in the retail 

market." (ExGen Obj. at 13). ExGen therefore recommends that retail rates be published no 

later than one month before their effective date. RESA likewise indicates that delays in release 

of utility tariffs can cause confusion and competitive harm in the retail market, and therefore 

recommends that the Commission establish schedules that include a requirement that utilities file 

tariffs and charges not less than two weeks before they would become effective. (RESA Obj., 

pp. 9-10). ICEA agrees with concerns regarding publishing of retail rates and its effect on the 

retail market, and recommends that retail rates be published on a schedule as set by the 

Commission, ideally one month before their effective date. 

IV. CONCLUSION 

Nothing in Ameren's nor any other parties' objections undercuts ICEA's proposal that 

Illinois should follow the lead of the vast majority of jurisdictions that rely upon Full 

Requirements products in competitive wholesale procurement for default service, providing 

greater transparency and better protecting customers from these risks. The NorthBridge Report 
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explains and supports with evidence from recent Illinois supply costs that the IP A's proposed 

block-and-spot approach can result in additional costs, risks, instability and perverse outcomes 

for customers. Accordingly, the IPA's Plan should be revised as outlined in detail in ICEA's 

Objections to include an electric supply procurement strategy that meets a portion of the supply 

needs projected by the IPA via the use of fixed price Full Requirements products. ICEA has 

presented a straightforward, easy to implement, and limited proposal to allow the Commission 

and other stakeholders to assess the merits of partial reliance upon Full Requirements products. 

The Commission should likewise adopt the modifications to the IP A Plan suggested by 

RESA, which will benefit retail suppliers in Illinois and, by extension, residential and small 

commercial customers. 

DATED: October 21,2013 
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