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ILLINOIS COMMERCE COMMISSION 

 

 

Illinois Power Agency     ) 

       ) 

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

Procurement Plan pursuant to    ) 

 220 ILCS 5/16-111.5(d).    ) 

 

 

THE PEOPLE OF THE STATE OF ILLINOIS’  

VERIFIED RESPONSE TO OBJECTIONS TO THE  

2014 IPA PROCUREMENT PLAN 

 

 

 The People of the State of Illinois (“the People”), by and through Illinois Attorney 

General Lisa Madigan, hereby submit this Response to Objections to the 2014 Illinois Power 

Agency’s (“IPA”) Procurement Plan (“the Plan”) filed with the Illinois Commerce Commission 

(“the Commission”) on October 7, 2013, in accordance with the schedule established by the 

Administrative Law Judge in his October 9, 2013 Ruling.   

 The People’s Response below addresses the suggestion by Illinois Competitive Energy 

Association (“ICEA”), Exelon Generation Company, LLC and the Retail Energy Supply 

Association (“RESA”) that the IPA incorporate full requirements contracts to obtain electricity 

for eligible retail customers into the Plan.  In addition, the People will address ComEd’s 

Comments  related to the procurement of incremental energy efficiency under Section 16-111.5B 

of the Act.  220 ILCS 5/16-111.5B.   

This filing responds to a number of issues raised by the IPA in its Plan that were not fully 

resolved in stakeholder workshops conducted earlier this year at the request of the Commission 
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in its Order in the 2013 IPA Procurement docket, ICC Docket No. 12-0544
1
.  The People request 

that the Commission enter an Order in this docket that resolves these issues in accordance with 

the arguments presented below.  

I. Use of Fixed-Price, Full Requirements Contracts 

In its objection, the ICEA asks the Commission to require the IPA to incorporate fixed-

price, full requirements contracts into its procurement portfolio.  Specifically, the ICEA proposes 

that 30 percent of the IPA’s ComEd load should be set aside by the IPA and offered for full 

requirements supply during the April 2014 procurement event.  The winning contract would 

cover the May 2014-June 2015 time period.  Exelon Generation Company, LLC and RESA both 

express support for the ICEA proposal in their respective objection filings. 

The Commission should decline to adopt the ICEA proposal.  Certainly there is risk of 

customers migrating back to default supply from individual alternate supply contracts or from 

expiring municipal aggregation deals.  The question is what strategy or mix of strategies should 

be used to address that risk.  The People believe that the IPA has appropriately and thoroughly 

analyzed the risk management tools available to it and has chosen the approach that its analysis 

has shown to be the least cost.  Specifically, this approach involves the following elements: 

 Decreasing the size of procurement blocks from 50MW to 25MW; 

 Using the April 2014 procurement to fully hedge the summer 2014 period and to hedge 

the remainder of the 2014-2015 delivery period at 75 percent; 

 

 Planning a second procurement event to be held in September 2014 unless ComEd’s load 

drops significantly below current projections or it is determined that benefits do not 

outweigh the costs of holding a second event; and 

 

 Implementing lower hedging strategies for subsequent years in the plan. 

                                                           
1
 ICC Docket No. 12-0544, Order of December 19, 2012 at 271. 
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These are sensible adjustments to the IPA’s traditional procurement approach that are 

designed to account for the risk that significant amounts of load could return to default supply.  

In crafting its risk management approach, “the IPA investigated alternative strategies such as full 

requirements contracts or use of options” but found “the continuation of the IPA’s past strategy 

at this time to be the most prudent [option] and the most likely to produce its statutorily 

mandated objective.”  IPA Plan at 11.  That objective is to “[d]evelop 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.”  20 

ILCS 3855/1-20(a)(1) (emphasis added). 

The IPA’s analysis found “that full requirements products do not have a great cost or risk 

advantage over a block-based strategy” and that “hedging using standard block products 

represent[s] a less expensive alternative.”  IPA Plan at 93.  The IPA took into account comments 

on the draft plan’s analysis of full requirements and incorporated some of the changes suggested 

by Staff and ICEA.  IPA Petition at 4.  But the IPA’s conclusion remained the same—hedging 

using a full requirements product is projected to be a more costly risk management option than 

the IPA’s traditional approach of block-and-spot.  See generally IPA Plan Section 6.7. 

ICEA argues that further adjustments should be made to IPA’s analysis of full 

requirements based on the NorthBridge report it submitted, which asserts that these adjustments 

could make full requirements appear more “reasonable” as an option.  But even if these 

adjustments are warranted and do result in a lower premium projection for full requirements, 

there is still the issue of transaction costs if ICEA’s proposal is adopted by the Commission.  As 

the IPA points out, the statute requires the procurement administrator to develop price 

benchmarks that can be used to evaluate bids on each product offered in the procurement event 
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and also to develop contract forms for use with the winning bidders.  220 ILCS 5/16-111.5(e).  

Thus, even adding a limited, experimental full requirements product would still involve 

developing an additional set of benchmarks and contracts beyond that already required by the 

IPA’s traditional procurement approach.  Indeed, the IPA considered the possibility of using a 

“fraction of the utilities’ load” as a type of full requirements “pilot program” but concluded “that 

the overhead cost of designing a price benchmark and a procurement mechanism for such a 

different product is not justified given that hedging using standard block products represent a less 

expensive alternative.”  IPA Plan at 93. 

The People have previously commented that the IPA’s use of block-and-spot has 

produced beneficial results for consumers.  See, e.g., Comments of the People of the State of 

Illinois on the Spring 2012 Electricity Procurement (June 4, 2012) (“Consistent with prior IPA 

procurement results, this year the winning bids . . . track the prices in the wholesale electricity 

market. . . . They show prices slightly below market prices for comparable products and 

comparable time periods, and demonstrate that the IPA’s procurement . . . benefits 

consumers.”).
2
  The IPA has proven that it can manage the load and take advantage of the market 

using its block-and-spot approach.  There is no reason to cede managing the market to an outside 

supplier at a premium. 

ICEA and RESA suggest that the IPA should shift toward fixed-price, full requirements 

contracts because the block-and-spot approach, coupled with the purchased energy adjustment 

(“PEA”) mechanism, causes price distortion and prohibits default supply customers from clearly 

evaluating differences in the cost of default and alternative supply offerings.  This is not a 

persuasive argument for altering the IPA’s procurement approach.  The cost of managing the 

                                                           
2
 Available at: http://www.icc.illinois.gov/Electricity/procurementprocess2012.aspx. 
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load is transparent in the block-and-spot method, via the PEA.  If there are concerns with how 

the PEA is administered, those concerns should address the PEA directly.  It is inappropriate to 

try to side-step potential PEA issues by forcing the IPA into a more expensive procurement 

strategy.   

In today’s energy market in Illinois, there are a variety of suppliers offering a variety of 

contracts for consumers and municipalities to choose from, including both fixed-price and 

variable rate plans.  If there are customers who are unhappy with the variability in default supply 

price due to the IPA’s block-and-spot procurement strategy and the PEA system, those customers 

have many fixed-price options available to them from alternate suppliers.  However, Illinois 

consumers benefit when more than one cost-effective procurement approach is utilized in the 

state both because they have more options and because different procurement approaches 

provide a check on the reasonableness of the rates obtained through the various options. 

Thus, rather than adopt ICEA’s invitation to experiment on ComEd customers with a full 

requirements product, the People respectfully urge the Commission to defer to the IPA’s robust 

analysis of available risk management tools and to concur with the IPA’s judgment that a version 

of its cost-effective, traditional approach—appropriately modified for changing circumstances—

is the best path forward at this time. 

 

II. Response to Commonwealth Edison Company’s (“ComEd’s”) 

Objection/Comments Related to Energy Efficiency Provisions of the Procurement Act 

 

A. The Need for Feedback Mechanisms 

In its Objections to the IPA Plan, ComEd asserts that “nowhere within Section 16-111.5B 

is it stated that it is the goal of that section to fully capture the potential of all achievable cost-

effective savings.”  ComEd Objections at 4.  ComEd opines that the Commission’s role in the 
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IPA procurement approval process is limited to ensuring that the energy efficiency measures 

included in the plan capture all achievable cost savings. Id.  ComEd is wrong on these points.   

Section 16-111.5B(a)(5) clearly states that in addition to the IPA including in its plan the 

measures that it determines are cost-effective, “the Commission shall also approve the energy 

efficiency programs and measures included in the procurement plan, including the annual energy 

savings goal, if the Commission determines they fully capture the potential for all achievable 

cost-effective savings, to the extent practicable, and otherwise satisfy the requirements of Section 

8-103 of (the) Act.  220 ILCS 5/16-111.5B(a)(5) (emphasis added).  The statute directs that each 

Illinois utility “shall annually provide to the Illinois Power Agency … an assessment of cost-

effective energy efficiency programs or measures that could be included in the procurement 

plan,”  including  a “comprehensive energy efficiency potential study for the utility’s service 

territory that was completed within the past 3 years”
3
, along with its RFPs and bids.  The General 

Assembly has made clear its charge to the Commission to ensure that the IPA procurement plan, 

“to the extent practicable”, fully captures the potential for cost-effective energy efficiency 

programs.  220 ILCS 5/16-111.5B(a)(5).   

The IPA was right to request Commission guidance on the need for a “programmatic 

planning link” to accomplish the goal of fully capturing potential efficiency, contrary to 

ComEd’s view that such a section in the Plan should be deleted.  ComEd’s Objection at 4.  To 

date, stakeholder guidance on both the RFP and RFP review process has been an informal, 

voluntary process.  A Commission order that requires the Utilities to consult Stakeholder 

Advisory Group (“SAG”) members both prior to the issuance of RFPs and after RFPs are 

received, would be an important component to the IPA Plan.  Such consultation would likely 

minimize the number of objections to the energy efficiency portions of the IPA annual 

                                                           
3
 220 ILCS 5/16-111.5B(a)(3)(A). 
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Procurement Plan and reduce litigation.  Accordingly, ComEd’s recommendation to delete this 

IPA request from Commission consideration should be rejected. 

B. The Utility’s Role In Evaluating Potential IPA Programs 

In a discussion about defining “competing” programs for purposes of excluding programs 

from IPA consideration, ComEd argues at page 7 of its Objections that “the utility can and 

should exclude” proposals that it deems are “competing” from inclusion in the IPA portfolio.  

ComEd Objections at 7.  ComEd overstates its authority, however. 

Section 16-111.5B sets up a framework for Commission evaluation and approval of the 

IPA Procurement Plan, including energy efficiency programs – not ComEd’s or any other 

utility’s approval.  Section 16-111.5B makes clear that the electric utilities conducting the 

potential studies and the RFP process serve as the conduits of information for both the IPA, 

which is charged with putting together the Procurement Plan, and the Commission, which is 

charged with approving the Plan.  See 220 ILCS 5/16-111.5B(a).  As the People noted in its 

Initial Comments, the Commission should have the final word on assessing whether a cost-

effective program is indeed competitive, duplicative and therefore, disruptive to existing Section 

8-103 efficiency markets.  It is important that individual utilities not assume the role of judge and 

jury when it comes to assessing whether a program is truly duplicative, competitive and likely to 

disrupt the existing Section 8-103 efficiency market.   

The People’s Comments noted that in order to ensure that utilities alone have not pre-

judged whether a program was competing or duplicative, all RFPs that pass the total resource 

cost (“TRC”) test should be submitted to the IPA for consideration for inclusion in the proposed 

procurement portfolio.  In the IPA submittal, the utilities should explain fully why they believe a 

particular program is duplicative or competing, including a description of specific aspects of the 



8 
 

program that are deemed problematic so that the IPA can determine in its Plan possible steps to 

eliminate problematic aspects of a particular program.  See AG Comments at 7-8.  Then, as noted 

above, the Commission shall have final say as to whether a particular program should be 

included within the IPA Plan. 

The People request that the Commission reject ComEd’s comments described above. 

WHEREFORE, the People of the State of Illinois respectfully request that the 

Commission modify the Plan, in accordance with its authority under Section 16-111.5 of the Act, 

consistent with the recommendations and arguments presented above. 

 

 

      Respectfully submitted, 

 

      LISA MADIGAN 

      Attorney General 

 

   

      By:_________/s/___________________ 

      Karen L. Lusson 

      Senior Assistant Attorney General 

      Public Utilities Bureau  

      100 W. Randolph St., 11
th

 floor 

      Chicago, IL  60601 

      (312)814-1136 

      klusson@atg.state.il.us 

 

       

James Gignac  

Energy and Environmental Counsel 

       69 W. Washington St., 18th Floor 

Chicago, IL  60602 

(312) 814-0660 

jgignac@atg.state.il.us 
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VERIFICATION
 

STATE OF ILLINOIS )
 
) 

COUNTY OF COOK ) 

Susan L. Satter states that she is an Assistant Attorney General of the Public 

Utilities Bureau in the Illinois Attorney General's Office, that she has read the foregoing 

The People of the State of Illinois' Response to Objections to the 2014 IPA Procurement 

Plan in ICC Docket No. 13-0546, that she knows the contents thereof, and thatto the best 

of her knowledge, information and belief, based upon reasonable inquiry, the contents are 

true and correct. 

~cIJu 
Susan L. Satter 
Public Utilities Division 
Illinois Attorney General's Office 

OFFICIAL SEAL 
KATHLEEN A. LEISER 

NOTARY PUBLIC, STATE OF ILLINOIS 
MY COMMISSION EXPIRES: 05-29-2017 


