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

 
 
 Pursuant to the October 9, 2013 Notice of Administrative Law Judge’s Procedural 

Ruling, the Staff of the Illinois Commerce Commission ("Staff"), by and through its 

counsel, respectfully submits this Response to Objections to the Procurement Plan 

("Plan").  Staff also submits the Affidavit of Richard J. Zuraski in support of facts and 

non-legal matters contained herein. 

I. BACKGROUND 

 On September 30, 2013, the Illinois Power Agency (“IPA”) filed its Procurement 

Plan for the five year procurement planning period from June 2014 through May 2019 

with the Illinois Commerce Commission (“Commission”) thereby initiating this docket. 

On or about October 7, 2013 pursuant to Section 16-111.5(d)(3) of the Public 

Utilities Act (“PUA”), Staff and the following parties served on each other and filed 

responses and/or objections to the Plan: the Illinois Competitive Energy Association 

("ICEA"), Wind on the Wires ("WOW"), the Peoples of the State of Illinois by and 

through Illinois Attorney General Lisa Madigan (“AG”), Commonwealth Edison Company 

("ComEd"), Ameren Illinois Company ("Ameren Illinois," "Ameren," or "AIC"), the Retail 
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Energy Supply Association ("RESA"), the Renewable Suppliers, and Exelon Generation 

Company (“Exelon” or “ExGen”). 

On October 9, 2013, the Chief Administrative Law Judge of the Commission 

provided notice that, “pursuant to Section 16-111.5(d)(3) of the Public Utilities Act, no 

hearing in the above-referenced matter is determined to be necessary.” The ALJ’s ruling 

provides for the filing of: verified responses to objections and verified replies to 

responses, due October 21, 2013 and October 31, 2013, respectively. (October 9, 2013 

ALJ Ruling) 

II. ARGUMENT 

A. ICEA 

 ICEA argues that the IPA should incorporate fixed-price full-requirements 

(“FPFR”) contracts into ComEd’s portfolio, so that such contracts amount to 30% of 

eligible retail customers’ actual hourly loads during the period June 2014-May 2015.1  

To accommodate the new FPFR contracts, the quantity of new fixed-price fixed-

quantity contracts for that year would be reduced by 30% of expected average load 

over each of the 24 monthly on-peak and off-peak segments of that year.2  Staff takes 

no position on the merits of this proposal, but offers the following comments. 

1. Statutory authority for full-requirements contracts. 

 By way of background, Staff notes that Section 16-111.5 of the PUA and the IPA 

Act were conducted by NERA on behalf of Ameren and ComEd, pursuant to an 

                                            
1
 ICEA Objections, p. 3. 

2
 Id. 
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authorizing order of the Commission.3  The contracts that were awarded through the 

auction were FPFR contracts.  However, while the creation of Section 16-111.5 of the 

PUA and the IPA Act conceivably could be interpreted as a rebuke of everything about 

the 2006 auction process, neither the post-2006 PUA nor the IPA Act appears to 

prohibit FPFR contracts from being acquired through the IPA procurement process.  

Perhaps the most relevant statutory provision is Section 16-111.5(b)(3)(iv) of the PUA, 

which requires each procurement plan to include: 

the proposed mix and selection of standard wholesale products for which 
contracts will be executed during the next year, separately or in combination, to 
meet that portion of its load requirements not met through pre-existing contracts, 
including but not limited to monthly 5 x 16 peak period block energy, monthly off-
peak wrap energy, monthly 7 x 24 energy, annual 5 x 16 energy, annual off-peak 
wrap energy, annual 7 x 24 energy, monthly capacity, annual capacity, peak load 
capacity obligations, capacity purchase plan, and ancillary services. 

While the above provision does not single-out FPFR contracts as among those 

considered to be “standard wholesale products,” the list that is provided is preceded by 

the phrase, “including but not limited to.”  When interpreting a statute, the primary 

objective is to ascertain and give effect to the intent of the legislature. Metro Utility Co. 

v. Illinois Commerce Commission, 262 Ill.App.3d 266, 274 (1994). The best indication of 

what the legislature intended is the statutory language itself. Metro Utility Co. v. Illinois 

Commerce Commission, 262 Ill.App.3d 266, 274 (1994)  Clear and unambiguous terms 

are to be given their plain and ordinary meaning (West Suburban Bank v. Attorneys Title 

Insurance Fund, Inc., 326 Ill.App.3d 502, 507 (2001)) and where statutory provisions 

are clear and unambiguous, the plain language as written must be given effect, without 

reading into it exceptions, limitations, or conditions the legislature did not express (Davis 

                                            
3
 ComEd Docket No. 05-0159 and Ameren Docket No. 05-0160/0161/0162 (Cons.). 
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v. Toshiba Machine Co., 186 Ill.2d 181, 184-185 (1999)).  Therefore, since the language 

“but not limited to” exists in Section 16-111.5(b)(3)(iv), the plain language indicates that 

other products could be considered.    

   

2. Policy support for full-requirements contracts. 

 In support of its proposal, ICEA submitted with its Objections a Report entitled, 

"Merits of Incorporating Fixed-Price Full Requirements Products in the Illinois Power 

Agency Plan," prepared by Mr. Scott Fisher of the NorthBridge Group.4  In this report, 

Mr. Fisher explains and compares the advantages and disadvantages of FPFR 

contracting relative to the “block-and-spot” procurement approach, which has been 

favored by the IPA, to date.5  In Staff’s view, Mr. Fisher’s findings largely boil down to 

this:  

 FPFR contracts expose eligible retail customers to less risk than the block-and-

spot approach.  

 Retail prices under FPFR contracts are more transparent than those under the 

block-and-spot approach, facilitating more direct and timely comparisons to price 

offers from ARES.  While the wholesale prices of the fixed-quantity “block” 

contracts acquired through the IPA procurement process are as transparent as 

the prices of FPFR contracts, wholesale spot prices are not nearly as 

transparent.  Spot prices are unknown at the start of a plan year, and they vary 

hourly throughout the year, which affects retail rates under the block-and-spot 

                                            
4
 ICEA Objections, Appendix A. 

5
 Id., at 8. 



Docket No. 13-0546 
Staff Response to Objections to 

Sept 30, 2014 IPA Procurement Plan 

 

5 

approach.  In contract, once FPFR contracts are in place, spot prices have no 

affect on retail rates.   

 The prices of FPFR contracts entail a premium over those of the fixed-quantity 

“block” contracts that are used in the block-and-spot approach.  

 Bidders for FPFR contracts compete on the basis of the lowest price to satisfy all 

aspects of eligible retail customers’ load requirements, including the portfolio 

management function.  In contrast, under the IPA’s current block-and-spot 

approach, portfolio management decisions are made through an annual 

regulatory process; there is no competition among qualified parties to determine 

the most cost effective ways to develop and manage supply portfolios that allow 

for the least-cost provision of fixed-price bundled service for customers. 

Staff is in complete agreement with these findings.  Indeed, for essentially the same 

reasons, Staff supported the full requirements approach when ComEd and Ameren 

proposed it and the Commission approved it in Docket 05-0159 and Dockets 05-

0160/05-0161/05-0162 (cons.).6   

3. ICEA’s critique of the IPA’s analysis. 

 Another component of Mr. Fisher’s report is a critique of the IPA’s analysis of full 

requirements contracts.  Among his findings are: 

 The IPA’s analysis is based on an unsupported and untested assumption about 

FPFR product pricing. 

                                            
6
 See, e.g.: ICC Docket No. 05-0159, Order, January 24, 2006, pp. 86-87; and CC Docket Nos. 05-

0160/05-0161/05-0162 (cons.), Order, January 24, 2006, pp. 106-107.  
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 The IPA’s analysis omits or underestimates various drivers of costs and risks that 

are directly borne by customers under the block-and-spot approach, but from 

which the FPFR product approach provides protection for customers. 

 The IPA’s analysis of the FPFR product approach involves a melding of various 

simulations, in which distributions of various outcomes under different 

simulations are somehow combined, as opposed to a performing a 

straightforward simulation of the FPFR product approach. 

 The IPA’s analysis of the FPFR product approach relative to the block-and-spot 

approach does not address all of the aspects of costs and risks that are of 

concern with respect to a given bundled service supply approach. 

 The IPA does not appear to consider the most likely way that FPFR products 

would be defined and integrated into the existing supply portfolio. 

While Mr. Fisher’s critique seems persuasive, Staff reserves judgment until the IPA has 

had an opportunity to reply.  In fact, Staff noticed some of the same potential flaws in 

the IPA’s analysis.  However, since Staff was not planning to propose a return to FPFR 

contracting, Staff saw no point in raising its concerns in its Objection to the Plan.  

Additionally, Staff did not have an alternative analysis to present, while Mr. Fisher 

apparently did.  

4. ICEA’s numerical estimates of full requirement contract prices and block-
and-spot risks. 

 Perhaps of the greatest interest to the Commission would be Mr. Fisher’s 

assessment that:  

Robust quantitative analysis based on actual market data from a region in 
which the block-and-spot approach and the FPFR product approach 
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simultaneously had been implemented indicates that the compensation that 
FPFR product suppliers require to directly bear costs and risks to the benefit 
of customers is reasonable.  Specifically, the analysis indicates 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 rate level.7 

Mr. Fisher presents a table, summarizing the results of the “most recent” of the 

quantitative analyses alluded to above.  The analysis was performed in 2012 for PECO 

Energy Company.  The table relates to that utility’s residential default service load, and 

it shows “Block-and-Spot Approach with 80% Target” vs. “FPFR Product Approach.”8  A 

second table duplicates the first, but with “Block-and-Spot Approach with 106% Target” 

vs. “FPFR Product Approach,” to render it more relevant to the IPA’s proposed hedging 

strategy.9  The latter table shows that, had PECO utilized a block-and-spot approach 

with a 106% hedge ratio, the decrease in expected average costs would have been 

only $0.13 per MWH (a 0.2% savings over the cost using the FPFR product approach).  

However, the risk of “rate shock” and the risk of “supply cost surprise” would have 

increased by $5.11 per MWH (62%) and $4.65 (169%), respectively.  For purposes of 

the analysis, Mr. Fisher defined “rate shock” as the “maximum rate change over a given 

period of time (e.g., looking across a year, what is the largest increase in the rate 

versus what it was six months earlier).”10  He defined a “supply cost surprise” as the 

“difference between actual (ex-post) and forecasted (ex-ante) supply costs (e.g., how 

                                            
7
 ICEA Objections, Appendix A, p. 6. 

8
  Id., p. 36. 

9
 Id., p. 37. 

10
 ICEA Objections, Appendix A, p. 35. 
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do actual supply costs over a twelve-month period compare to expectations three 

months before that period began).”11  

 Staff has not had time to evaluate Mr. Fisher’s data and methodology.  Hence, 

Staff cannot render an opinion about Mr. Fisher’s conclusions.  However, by utilizing 

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

product approach have been simultaneously implemented, it appears that Mr. Fisher is 

on the right track. 

 

B. RESA12 

1. RESA’s concerns about alternative compliance payment rates are not 
entirely misplaced, but since they arguably are beyond the scope of this 
proceeding, and since RESA did not make a proposal to modify the Plan, 
the Commission should take no action to address RESA’s concerns in this 
docket.   

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

alternative compliance payment rates (“ACP rates”) are calculated are changed, those 

changed assumptions should be made prospectively.13  Staff recognizes that ARES and 

ARES customers have a legitimate interest in knowing the value of ACP rates as soon 

as possible, ideally in advance of when ARES make electric price offers to potential 

customers.  Indeed, Section 16-115D of the PUA seems to anticipate and 

accommodate this interest, insofar as that section provides that: 

                                            
11

 Id. 

12
 For the most part the Objections of Exelon are similar to those made by RESA, therefore for all intents 

and purposes, the Staff Response to RESA applies to Exelon as well. 

 

13
 RESA Objections, p. 9. 
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The Commission shall establish and post on its website, within 5 business days 
after entering an order approving a procurement plan pursuant to Section 1-75 of 
the Illinois Power Agency Act, maximum alternative compliance payment rates, 
expressed on a per kilowatt-hour basis, that will be applicable in the first 
compliance period following the plan approval. …  Following each procurement 
event through which renewable energy resources are purchased for one or more 
of these utilities for the compliance period, the Commission shall establish and 
post on its website estimates of the alternative compliance payment rates, 
expressed on a per kilowatt-hour basis, that shall apply for that compliance 
period. Posting of the estimates shall occur no later than 10 business days 
following the procurement event, however, the Commission shall not be required 
to establish and post such estimates more often than once per calendar month. 
By July 1 of each year, the Commission shall establish and post on its website 
the actual alternative compliance payment rates for the preceding compliance 
year.14  

 Clearly, before actual ACP rates are established, Section 16-115D intends 

ARES to be given estimates; before estimates are given, the General Assembly 

intends ARES to be told the maximum levels that the ACP rates may reach.  

Nevertheless, the Commission may not refuse to take into account changes that will 

lead the actual rate to vary from previous estimates.  More apropos to RESA’s request, 

the Commission may not guarantee that assumptions made to generate estimates of 

ACP rates will remain valid.  To do so would completely ignore the fundamental 

difference between estimated and actual rates that the PUA built into the structure of 

16-115D. 

 In support of its request, RESA complains that, in one instance since 2009 (when 

Section 16-115D became law), the estimates were not 100% accurate projections of 

the actual ACP rates.15  However, RESA exaggerates the significance of that one 

inaccuracy when it implies that it was a major contributing factor to the increase in ACP 

                                            
14

 220 ILCS 5/16-115D(d)(1). 

15
 RESA Objections, p. 8. 
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revenues projected in the IPA Plan.16  Had the first ACP rate estimates been correct, 

the resulting ACP revenues collected from ARES would have been 281% of the 

previous year’s collections, while the corrected ACP rates have generated an actual 

increase of 288% over the previous year.  Obviously, the reasons for the increase in 

revenues for the IPA’s RERF have nothing to do with the initial inaccuracy in the ACP 

rate estimates.   

 In any event, issues of this sort arguably have nothing to do with IPA plans.  

Indeed, RESA is not arguing for a change to the Plan.  Furthermore, in a previous 

procurement plan docket, the Commission held ACP rate issues to be beyond the 

scope.17   

 For all the above reasons, Staff recommends that the Commission take no action 

in this docket in relation to RESA’s concerns over the procedures for computing and 

announcing ACP rate estimates.  

2. Other matters raised by RESA 

 RESA supports the proposal by ICEA to incorporate full requirements contracts 

into ComEd’s portfolio, so that it amounts to 30% of the June 2014-May 2015 actual 

load.18  Staff takes no position on the merits of this proposal, but has provided 

comments on the proposal in the previous section.   

 In addition, RESA argues that the Commission should, in its order in this 

proceeding, establish schedules that permit calculation of new rates sufficiently in 

advance of their effective dates and require that utilities file and make available 

                                            
16

 Id. 

17
 ICC Docket No. 12-0544, Order, December 19, 2012, pp. 112-14. 

18
 RESA Objections, pp. 3-4. 



Docket No. 13-0546 
Staff Response to Objections to 

Sept 30, 2014 IPA Procurement Plan 

 

11 

approved tariffs and charges no less than two weeks before the new rates would go into 

effect.19  Staff takes no position on the merits of this proposal.   

 

C. The Renewables Suppliers 

1. The Commission should reject the Renewables Suppliers proposal to order 
the utilities to convert portions of their existing 20-year renewable energy 
long-run power purchase agreements (“LRPPAs”) into energy-only 
agreements (without renewable energy certificates) at non-competitive 
prices tied to a forward curve established by the IPA’s procurement 
administrator in 2010.  

 The Renewables Suppliers propose: 

 A. If it is determined that the Renewable Resources Budget 
(“RRB”) will be exceeded for one or both of the electric utilities for the 2014-
2015 procurement year, the IPA Plan should be revised to provide, and the 
Commission should order, that only the REC purchase portion of the LTPPAs, 
and not the energy component, should be curtailed.  Correspondingly, the 
Commission should order that the electric utilities should settle the energy 
associated with curtailed RECs by paying the LTPPA counterparties an 
amount equal to the applicable energy price from the IPA’s 2010 forward 
energy price curve less the applicable day-ahead hourly Locational Marginal 
Prices (“LMP”).20 

 When the long-term power purchase agreements (“LTPPAs”) were developed, it 

was deemed reasonable to enlist the IPA’s procurement administrator to estimate the 

cost of an otherwise identical standard energy procurement.  That estimate was in the 

form of a forward price curve, by year, for a hypothetical constant supply of energy 

(“around-the-clock”) throughout the 20-year period of the proposed LTPPAs.  For wind 

farm suppliers bidding for the LTPPAs, the forward price curve was adjusted by a factor 

of 0.98 to take into account the historical tendency for wind farms to produce energy at 

times where the energy is, on average, 98% that of the simple average price of energy 

                                            
19

 Id., at 9-10. 

20
 Renewables Suppliers Objections, p. 2. 
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in the spot market.  For solar photovoltaic farms, the forward price curve was adjusted 

by a factor of 1.2 to take into account the historical tendency for solar photovoltaic farms 

to produce energy at times where the energy is, on average, 120% that of the simple 

average price of energy in the spot market.  The IPA proposed that, each year, it would 

be assumed that the portion of the upcoming year’s total RPS budget expended just on 

the LTPPAs would be equal to the sum of the products of (a) each LTPPA’s annual 

contract quantity, and (b) the difference between the LTPPA’s contract price in that year 

and the around-the-clock price for that year taken from the forward price curve 

developed by the IPA’s procurement administrator in 2010, adjusted by a factor of 0.98 

or 1.20.  By that measure, in plan year 2012-2013, the LTPPAs were expected to 

increase Ameren customers’ bills by $7.5 million and ComEd customers’ bills by $21.6 

million. 

  The Commission cannot rewrite the contracts with Ameren and ComEd 

without a competitive bid process 

2. The Commission should reject the Renewables Suppliers proposal to order 
the utilities to purchase curtailed RECs at a less favorable price formula 
than the formula approved by the Commission in last year’s procurement 
plan case. 

 The Renewables Suppliers propose: 

 B. As a second-best alternative to the proposal summarized in item A, 
the IPA Plan should be revised to specify that the utilities and the IPA will 
purchase curtailed RECs at a price equal to the Contract Price under the LTPPA 
less the day-ahead hourly LMPs.21 

 In Docket No. 12-0544, the Commission noted that “ComEd believes that the 

accumulated hourly ACP funds should be used by ComEd to purchase RECs from the 

                                            
21

 Renewables Suppliers Objections, p. 2. 
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long-term renewable contract counterparties at the applicable imputed REC prices that 

the IPA is asking the Commission to reaffirm in its Plan.”22  Those “applicable imputed 

REC prices” were those derived by subtracting from each LTPPA supplier’s bundled 

contract price the price from the forward curve developed by the IPA’s procurement 

administrator in 2010.  The Commission approved this approach.   

 Among other things, the Commission-approved approach left an absolutely 

certain liability for the utilities (and ratepayers), since the REC quantities and REC 

prices would be known at the time the new contracts were executed.  In contrast, the 

Renewables Suppliers proposal to use highly variable and uncertain spot prices for 

settlement purposes would leave ratepayers exposed to considerable risk, if spot prices 

were to fall.  This is especially risky for Ameren customers, since, under the current 

base forecast, without purchasing any other contracts, Ameren will already be 

significantly over-hedged in all non-summer months and some summer months (see 

table, below, showing hedge ratios well above 100%).    

Ameren Hedge Ratios under Base Case Forecast 
in Months without Any Additional Energy Hedge Purchases 

 On-
Peak 

Off-Peak 

Jun 2014 
 

126% 

Jul 2014 
  

Aug 2014 
  

Sep 2014 122% 138% 

Oct 2014 147% 178% 

Nov 2014 136% 149% 

Dec 2014 113% 122% 

Jan 2015 110% 115% 

Feb 2015 115% 119% 

Mar 2015 142% 157% 

                                            
22

  ICC Docket No, 12-0544, Order, December 19, 2012, p. 114. 
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Apr 2015 165% 182% 

May 2015 160% 174% 

 
 However, for both Ameren and ComEd customers, the Renewables Suppliers’ 

proposal is contrary to the interest of ratepayers because it will almost surely result in 

payments for RECs that exceed those under the IPA’s pricing proposal, which is the 

same as the proposal that the Commission approved in Docket No. 12-0544. 

3. The Commission should reject the Renewables Suppliers’ proposal to 
artificially amend the load forecasts. 

 The Renewables Suppliers argue: 

 C. The utilities’ load forecasts adopted by the IPA Plan do not 
adequately take into account the significant risk of re-migration of eligible retail 
customers (“ERC”) from Alternative Retail Electric Suppliers (“ARES”) to the 
utilities.  The 2014-2015 load forecasts adopted for development of the IPA Plan 
should be increased in consideration of this risk, to values that are the midpoint 
values between each utility’s “high” and “low” load forecast.23 

 
 Staff opposes this recommendation.  While there is a risk of ARES customers 

returning to bundled service, the negative impact of being under-hedged is potentially 

smaller than the risk of being over-hedged.  In this regard, Staff echoes the concerns 

expressed by Ameren: 

[I]f switching were to approach 95% to 100% thus resulting in hedges in excess 
of requirements and if such hedges were at a price that is out of the money, the 
dwindling pool of eligible retail load could, in a worst case scenario, incur 
exponentially increasing costs as the excess hedges are sold back to the market 
at a loss and that loss is spread over the smaller pool of eligible retail customers. 
This tail event could be perilous to the last remaining customers on eligible retail 
load. Conversely, if customers return to eligible retail load, it would likely be 
because the default supply price is lower than market. The IPA would then 
subsequently be required to hedge at prevailing market prices thus increasing 
the overall eligible retail load tariff price. But this price increase would be spread 
across a larger pool of load (since load has returned) and the resulting price 
would not exceed the market price. In summary, the risk of a dramatic price 

                                            
23

 Renewables Suppliers Objections, p. 2. 
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increase to eligible retail customers appears to be greater under a scenario 
where hedges are in excess of requirements as opposed to a scenario where 
hedges are less than requirements. Ameren Illinois encourages greater 
discussion in the Plan pertaining to this issue.24 

4. The Commission should reject the Renewables Suppliers’ proposal to keep 
this docket open for the purpose of receiving and arguing over the spring 
forecast updates. 

 The Renewables Suppliers argue: 

 D.  With respect to the utilities’ Spring 2014 load forecast updates, the 
Commission should direct that (i) the Spring 2014 load forecast updates will be 
filed with the Commission in this docket, (ii) a brief (7 to 14 days) period will be 
provided for interested parties to file comments on the updated load forecasts, 
and (iii) the Commission will issue a supplemental order in this docket adopting 
the utilities’ load forecast updates, adopting the load forecast updates with 
adjustments, or rejecting the updated load forecasts and adopting the base load 
forecast adopted in the Commission’s December 2013 order in this docket as the 
load forecasts to be used for purposes of the 2014 Procurement Plan and the 
2014-2015 procurement year.25 

The Commission should reject the Renewables Suppliers recommendation for a 

number of reasons.  First, for a number of years, the Commission has had a process in 

place which deals with updated utility load forecasts that has worked well and can 

continue to work well in the future.  Second, the proposal that additional filings take 

place in the current pending docket followed up by a supplemental order would be 

contrary to the requirements of the PUA.  A more detailed analysis follows. 

 In Docket No. 08-0519, the first proceeding involving the approval of an IPA 

Procurement Plan, the 2009 IPA Plan, the Commission addressed the issue of updated 

load forecasts to address the issue of load rebalancing. In that docket, the Commission 

stated the following: 

                                            
24

 Ameren Objections, pp. 2-3. 

25
 Renewables Suppliers Objections, pp. 2-3. 
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 Section 16-111.5(b) of the PUA states in part: 

A procurement plan shall include each of the following components: 
 

(1) Hourly load analysis. This analysis shall include: 
 

(i) multi-year historical analysis of hourly loads; 
(ii) switching trends and competitive retail market analysis; 
(iii) known or projected changes to future loads; and 
(iv) growth forecasts by customer class. 

 
 Additionally, Section 16-111.5(b)(4) of the PUA states: 

Proposed procedures for balancing loads. The procurement plan shall 
include, for load requirements included in the procurement plan, the 
process for (i) hourly balancing of supply and demand and (ii) the 
criteria for portfolio re-balancing in the event of significant shifts in load. 
(emphasis added) 

 
 Finally, Section 16-111.5(d)(4) states: 

The Commission shall approve the procurement plan, including 
expressly the forecast used in the procurement plan, if the Commission 
determines that it will 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. 

 
 As the Commission understands the statutory scheme, in this proceeding 
load forecasts are approved for ComEd and AIU. Based upon the approved load 
forecasts, the IPA undertakes procurement activities and develops a portfolio 
consistent with the requirements of Illinois law. The statute also requires that the 
approved plan include criteria to determine if there is a “significant shift in load” 
and a process whereby the portfolio is revised in the event of a significant shift in 
load. 

 Having reviewed the filings of the parties, the Commission finds that the 
load forecast for ComEd attached to the IPA's October 21, 2008 Plan 
(Attachment C), as modified to incorporate the update contained in ComEd's 
October 27, 2008 Objections and its attachments to those Objections, should be 
approved. The record indicates that this approved load forecast represents the 
best estimate of residual load requirements of ComEd for which the IPA must 
develop a supply portfolio. The Commission also finds that the load forecast for 
AIU attached to the IPA's October 21, 2008 Plan (Attachments A and B) should 
be approved. The record indicates that this load forecast is reasonable and the 
most current estimate of the residual load requirements of AIU for which the IPA 
must develop a supply portfolio. The Commission appreciates the comments of 
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Staff; however, the statute requires that the Commission approve a load forecast 
for ComEd and AIU in this Order. 

 The IPA's proposal for modifying its portfolio for ComEd and AIU in the 
event of a “significant shift” in load, as laid out in its October 21, 2008 Plan (See 
IPA Plan at 39 and 52, and Section VII.E.2 of this order immediately above), is 
deemed to be reasonable and is hereby approved. In order to determine whether 
it is necessary for the IPA to modify the portfolio in the event of a significant shift 
in load, however, the Commission believes it would be appropriate for ComEd 
and AIU to provide the IPA with updated load forecasts, in addition to the 
notifications required by the Plan. 

 Therefore, the Commission directs ComEd and AIU to provide the IPA 
with updated load forecasts by April 15, 2009 or such other date as may be 
established by the mutual agreement of the Procurement Administrator, Staff, the 
Procurement Monitor and either ComEd or AIU, as appropriate. Thus, upon 
receipt of each such notification and updated forecast, the IPA shall utilize the 
process described on pages 39 and 52 of the Plan. Among other things, this 
process calls for the IPA to “convene a meeting with [the utility], the Commission 
and the Procurement Administrator to determine whether it is appropriate to 
rebalance the portfolio, and if so, to what extent and how such a rebalancing can 
be achieved”; it also identifies customer switching as a significant driver of load 
shifting levels. If the portfolio must be modified in a manner other than as allowed 
under the Portfolio Rebalancing procedures described and approved above, the 
revised forecast and proposed revisions should be submitted to the Commission 
for review and approval. A petition seeking such approval shall be filed at least 
21 days prior to the date by which such approval is requested.26  

In the following year’s docket, Docket No. 09-0373, the Commission addressed 

the issue a second time.  In that docket, the Commission stated the following: 

 Section 16-111.5(b) of the PUA states in part:  
 
 A procurement plan shall include each of the following components: 
 

(1) Hourly load analysis. This analysis shall include: 
 

(i) multi-year historical analysis of hourly loads; 
(ii) switching trends and competitive retail market analysis; 

                                            
26 IPA Petition for Approval of 2009 Plan, Order Docket No. 08-0519, January 7, 2009, 58-60. (emphasis 

added) 
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(iii) known or projected changes to future loads; and 
(iv) growth forecasts by customer class. 

 
 Additionally, Section 16-111.5(b)(4) of the PUA states: 

Proposed procedures for balancing loads. The procurement plan 
shall include, for load requirements included in the procurement 
plan, the process for (i) hourly balancing of supply and demand and 
(ii) the criteria for portfolio re-balancing in the event of significant 
shifts in load.   

 Finally, Section 16-111.5(d)(4) states: 

The Commission shall approve the procurement plan, including 
expressly the forecast used in the procurement plan, if the 
Commission determines that it will 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. 

 As the Commission understands the statutory scheme, in this proceeding 
load forecasts are approved for ComEd and AIU.  Based upon the approved load 
forecasts, the IPA undertakes procurement activities and develops a portfolio 
consistent with the requirements of Illinois law.  The statute also requires that the 
approved plan include criteria to determine if there is a “significant shift in load” 
and a process whereby the portfolio is revised in the event of a significant shift in 
load. 

 Having reviewed the filings of the parties, the Commission finds that the 
load forecast for ComEd attached to the IPA's September 30, 2009 Plan 
(Attachment C), as modified to incorporate the update contained in ComEd's 
October 5, 2009 Objections and its attachments thereto, should be approved.  
The record indicates that this approved load forecast represents the best 
estimate of residual load requirements of ComEd for which the IPA must develop 
a supply portfolio.  The Commission also finds that the load forecast for AIU 
attached to the IPA's September 30, 2009 Plan (Attachments A and B) should be 
approved.  The record indicates that this load forecast is reasonable and the 
most current estimate of the residual load requirements of AIU for which the IPA 
must develop a supply portfolio.   

 The IPA's proposal for modifying its portfolio for ComEd and AIU in the 
event of a “significant shift” in load, as laid out in its September 30, 2009 Plan 
(See IPA Plan at 39 and 53), is deemed to be reasonable and is hereby 
approved.  In order to determine whether it is necessary for the IPA to modify the 
portfolio in the event of a significant shift in load, however, the Commission 
believes it would be appropriate for ComEd and AIU to provide the IPA with 
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updated load forecasts, in addition to the notifications required by the Plan.  
Therefore, the Commission directs ComEd and AIU to provide the IPA with 
updated load forecasts by April 15, 2010 or such other date as may be 
established by the mutual agreement of the Procurement Administrator, Staff, the 
Procurement Monitor and either ComEd or AIU, as appropriate. Thus, upon 
receipt of the notifications and updated forecasts, the IPA shall utilize the process 
described on pages 39 and 53 of the Plan.  Among other things, this process 
calls for the IPA to “convene a meeting with [the utility], the Commission and the 
Procurement Administrator to determine whether it is appropriate to rebalance 
the portfolio, and if so, to what extent and how such a rebalancing can be 
achieved”; it also identifies customer switching as a significant driver of load 
shifting levels.  

 If the portfolio must be modified in a manner other than as allowed under 
the Portfolio Rebalancing procedures described and approved above, the revised 
forecast and proposed revisions should be submitted to the Commission for 
review and approval. A petition seeking such approval shall be filed at least 21 
days prior to the date by which such approval is requested.27 

Clearly, the Commission has addressed this issue of load updates before, and a 

process for addressing it has been approved by the Commission and in place since 

2009.  The IPA’s 2014 Plan appropriately contains the same process approved in 

Docket No. 08-0519 and Docket No. 09-0373 (i.e., that process being the spring 2014 

load forecasts will subject to review by each utility, the IPA, Staff, the Procurement 

Administrator(s) and Procurement Monitor).  This process will allow updated load 

forecasts and their impact on renewable curtailments to be taken into account by the 

IPA. (IPA 2014 Plan, 14.)  This process which appropriately only involves the 

disinterested parties of the utility, the IPA, Staff, the Procurement Administrator(s) and 

Procurement Monitor has historically worked well, and there is no reason to believe it 

should not continue to work well in the future.  Clearly, the Commission should continue 

                                            
27 IPA Petition for Approval of 2010 Plan, Order Docket No 09-0373, December 28, 2009, 165-167. 

(emphasis added) 
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to use this long-established Commission approved process for addressing the spring 

2014 load updates.  Accordingly, the Renewables Suppliers proposal should be 

rejected. 

The Renewables Suppliers proposal also should be rejected because as 

proposed it would conflict with the requirements of the PUA.  The Renewables 

Suppliers’ proposal keeps the record open in this proceeding to allow for the filing of 

comments by the Renewables Suppliers and others and for the Commission to issue a 

Supplemental Order in the spring of 2014.  Such a schedule would be contrary to the 

provisions of the PUA that require the Commission to issue a final order within 90 days 

from the filing of the IPA’s Plan (220 ILCS 5/16-111.5(d)(3)), which, in this case, is 

December 30, 2013.  Based upon all of the above, the Renewables Suppliers’ proposal 

should be rejected.  

 

D. WOW 

 WOW recommends that the March 2014 forecast updates should be made 

public.28  Staff has no objection to this proposal.  Furthermore, Staff volunteers to post 

the updates on the ICC website.  While it does not appear that WOW is echoing the 

Renewables Suppliers’ proposal to keep this docket open for the purpose of 

determining the March forecast updates, Staff reiterates its opposition to that proposal.  

 

 

 

                                            
28

 WOW Objections, p. 2. 
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E. Ameren Illinois Company  

1. Staff supports Ameren’s encouragement of greater discussion of the risk of 
a dramatic price increase to eligible retail customers where hedges are in 
excess of requirements due to customer switching (to ARES).  

 As previously noted, Ameren expresses concerns that, under the IPA’s proposed 

hedging strategy, an ever dwindling number of eligible retail customers could end up 

bearing the brunt of significant financial losses: 

[I]f switching were to approach 95% to 100% thus resulting in hedges in excess 
of requirements and if such hedges were at a price that is out of the money, the 
dwindling pool of eligible retail load could, in a worst case scenario, incur 
exponentially increasing costs as the excess hedges are sold back to the 
market at a loss and that loss is spread over the smaller pool of eligible retail 
customers. 29 

 Staff notes that the phrase “exponentially increasing costs” is not mere 

hyperbole.  In fact, as shown in the following chart, for any given deviation between a 

“locked-in” forward price (“FP”) and a subsequent spot price (“SP”), the retail rates 

required to distribute or recoup the resulting gains or losses are extremely sensitive to 

the level of retained load.    

                                            
29

 Ameren Objections, p. 2 (emphasis added). 
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Each of the two lines that deviate from $30 represent scenarios where spot prices have 

moved 30% above or below an initial forward price of $30 per MWH.  The level of 

retained load is represented along the horizontal axis and is defined as the actual 

quantity demanded divided by the hedged quantity.   

2. Staff supports Ameren’s various recommendations concerning the spring 
forecast updates and revisions to the content of next July’s forecasts. 

 Ameren states: 

[T]he Plan should be clear that it is seeking Commission pre-approval of the 
November 2014 through May 2015 updated forecast in this Plan and through 
consensus of the aforementioned parties in July 2014.   Furthermore, the 
forecast update for November 2014 through May 2015 should be submitted to 
the IPA independent of the five year forecast (June 2015 through May 2020) 
associated with the next Plan.  Finally, since the November 2014 through May 
2015 forecast update is pre-approved in this Plan, it will not become part of the 
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docketed proceeding in the next Plan.  The language as currently proposed in 
the Plan could lead to confusion and hence Ameren Illinois recommends these 
clarifications.30 

 Staff agrees that Ameren’s proposed changes to the Plan would add clarity.   

3. Staff supports Ameren’s proposed approach toward reviewing and revising, 
as deemed appropriate, standard energy contracts. 

 Ameren recommends that the IPA, Commission Staff, the Procurement 

Administrator, the Procurement Monitor and Ameren undertake a joint review of the 

2012 energy contract in order to identify what terms, if any, need to be modified.31  

Once consensus is reached among these parties, the supplier comment process would 

be limited to discussion on proposed changes that have been made relative to the 

previously used 2012 energy contract.  If consensus to a change cannot be reached 

among the parties then the provision in the 2012 energy contract would be used. 

Ameren Illinois recommends this proposal be stipulated within the Plan and approved 

by the Commission.  In Staff’s view, this proposal reasonably streamlines the process of 

reviewing and updating standard energy contracts, where appropriate. 

4. Ameren’s proposal to delay debate over full requirements contracts is 
unwarranted.  

 Ameren raises several issues that would need to be addressed before 

implementing a strategy involving “Full Requirements” type contracts.  Ameren 

concludes that  

[T]he load following debate (including full and partial requirements products) and 
any subsequent decision by the Commission [should] be delayed until future 

                                            
30

 Ameren Objections, p. 4.  Presumably, Ameren’s reference to “the aforementioned parties” is to the 
IPA, the Commission Staff, the Procurement Administrator, the Procurement Monitor, and the utility that 
prepared the forecast.  This is the same set of parties that the Commission have been authorized by the 
Commission to implement this aspect of previously-approved procurement plans.   

31
 Id., at 5. 
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Plans.  Considering the matter now would be a time consuming and costly effort 
which does not appear to be justified based on the limited quantity and type of 
hedging proposed in the Plan.32 

 Staff agrees with Ameren’s issues that must be addressed before implementing a 

strategy involving full requirements contracts.  The legality of such a strategy should be 

near the top of the list.  How to transition from the current strategy to one that includes 

full requirements contracts is another important issue that should be added to Ameren’s 

list.   

 However, Staff does not agree that debating at least some of the most 

fundamental issues should be postponed until the quantities specified within the utilities’ 

existing contacts begin to fall well short of forecasted demand, as Ameren implies.  

Under that condition, the debate may never be held.  On the other hand, Staff agrees 

that now would not be a particular good time to begin implementing a strategy 

involving full-requirements contracts for Ameren, due to the current state of Ameren’s 

portfolios.  The same is not necessarily true of the ComEd portfolio, though. 

 
 
 

5. Ameren’s technical corrections  

 Among the technical corrections suggested by Ameren is the following:  

The legends associated with Figures 4-2, 4-3 and 4-4 appear to be incorrectly 
labeled. Plan at 45-46. Specifically, the graphical illustrations associated with 
legend “RSP” (where RSP is short for Rate Stability Procurement associated with 
SB 1652) show a quantity of energy hedges that varies by month whereas the 
RSP procurement resulted in 7x24 annual blocks that do not deviate month to 
month.  The implication is that the graphical illustration appears to also include 

                                            
32
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the long term renewable contracts and therefore, Ameren Illinois suggests the 
legend for “RSP” be changed to “RSP & 20-Yr. RPS Contracts.”33 

Staff does not object to Ameren’s suggestion.  However, Staff is uncertain that 

Ameren’s suggestion will clarify the facts presented in Figures 4-2, 4-3 and 4-4.  These 

are “stacked” area graphs, where it is implied that the top line of each area represents 

the cumulative sum of each of the areas beneath.  Staff suggests clarifying the graphs 

by switching the order of the “RSP” series and the “20-Yr. RPS Contracts” series (so 

that the7x24 annual blocks are shown at the bottom).  If it is determined that the 

cumulative nature of graphs is still unclear, then it may be enough to add a note that 

these are stacked area graphs.   

 

                                            
33

 Ameren Objections, p. 5.  
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III. CONCLUSION 

 Staff respectfully requests that the Illinois Commerce Commission consider 

Staff's Response to Objections to the IPA’s 2014 Procurement Plan and the various 

recommendations contained herein. 

 

       Respectfully submitted, 
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