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STATE OF ILLINOIS 

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).    ) 

 

 

REPLY BRIEF ON EXCEPTIONS OF 

THE PEOPLE OF THE STATE OF ILLINOIS 

 

 

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

Attorney General Lisa Madigan, hereby submit the following Reply Brief on Exceptions to the 

Proposed Order issued on November 13, 2013 (“Proposed Order”).  The People’s Reply 

addresses certain exceptions raised by the Illinois Power Agency (“IPA”), the Illinois 

Competitive Energy Association (“ICEA”), the Retail Energy Supply Association (“RESA”), 

and Exelon Generation Company, LLC (“Exelon”) regarding the use of full requirements 

contracts. 

I. FULL REQUIREMENTS 

 A. IPA Exceptions  

The IPA recommends that the Commission add the following language to the Proposed 

Order regarding the discussion of full requirements contracts: 

The Commission also appreciates an alternative, complementary analysis to the 

IPA’s analysis that provides a different outlook on the same issue raised by the 

IPA.  However, as the IPA points out, the Report reaches a similar conclusion to 

the IPA’s analysis in that there is a risk premium in the expected outcomes.  The 

Commission agrees that the question is not whether a risk premium exists, but 

whether the premium outweighs the benefits of a full requirements approach in 

light that retail customers may choose a full requirements product from the market 

at competitive prices. 
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IPA Replacement Language, Exception #1, at 93. 

The People support the addition of this language.  The IPA analysis and the NorthBridge 

report provided by ICEA (the alternative analysis referenced above) both conclude that full 

requirements contracts involve a risk premium.  IPA BOE at 2-3.  Thus, the question is whether 

the premium is appropriate in light of the risks involved and whether the IPA should have the 

discretion to choose other methods, such as “block and spot,” to address those risks.   

The IPA’s responsibility is to secure least-cost power for its customers.  Its analysis in 

this procurement round showed that hedging using a block-based strategy represented a less 

expensive alternative than full requirements products, even taking into account the Purchased 

Energy Adjustment (“PEA”) that modifies the total charge on a monthly basis.
1
  If certain 

customers place a higher value on the rate security that comes with full requirements and prefer 

to pay more to lock in a price, alternative suppliers market those products and make them 

available to consumers both through individual contracts and municipal aggregation.  For those 

types of customers, there are many options available.  However, this does not support replacing 

the use of the block-based approach with FPFR contracts.  As noted in the People’s Reply to 

Objections, the block-based approach provides a transparent purchasing strategy where the 

effects of over- or under-subscription are processed through the PEA, so that the actual cost of 

this uncertainty—without a premium for management costs—can be discerned.  Proposed Order 

at 84.  The Proposed Order correctly concludes that if there are problems associated with the 

PEA due to the delay in processing or a mismatch between charges and demand, those problems 

should be addressed directly.  Id. at 94-95. 

                                                           
1
 As related in the Proposed Order at page 79:  “[T]he IPA says the PEA represents cost 

adjustments without price premiums or profit markups and is currently voluntarily capped by 

ComEd, so the harmful effects of excessive price premiums/markups and price instability on 

bundled customers are currently minimized and bounded, respectively.” 
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B. ICEA, RESA, and Exelon Exceptions 

For the reasons set forth in their Verified Response to Objections, the People oppose the 

exceptions proposed by ICEA on pages 10-11 of its Brief on Exceptions.  These exceptions are 

joined by RESA.  Similar exceptions are offered by Exelon on pages 4-5 of its Brief on 

Exceptions.  As recommended in the Proposed Order, the Commission should decline to adopt 

the proposal to incorporate fixed-price, full requirements (“FPFR”) contracts into the IPA plan.   

ICEA and Exelon complain that the NorthBridge Report submitted by ICEA was not 

adequately addressed by the parties.  The Proposed Order belies this claim in that it describes the 

NorthBridge Report at length at pages 59-62.  Further, the IPA considered the NorthBridge 

Report to the extent that it modified its own analysis based on the NorthBridge Report.  IPA 

Petition at 4. 

The NorthBridge report indicates that the risk premiums that can be expected from FPFR 

contracts may be substantial.  The report states that: “If uncertainty about customer switching is 

higher in Illinois, then the compensation required by Illinois FPFR product suppliers to bear 

resultant higher costs and risks to the benefit of customers will be higher, but the costs and risks 

that would be borne by Illinois customers under the block-and-spot approach also will be higher, 

so this does not justify rejection of the FPFR product approach in Illinois.”  ICEA Objections, 

App. A at 6, (filed Oct. 7, 2013).  This uncertainty as to the risk premium involved in FPFR 

contracts appropriately supports the Proposed Order’s conclusion that the Commission should be 

cautious in ordering the IPA to adopt ICEA’s recommendation.  That conclusion should be 

adopted in the Commission’s final order. 
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II. CONCLUSION 

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

Commission modify the Proposed Order consistent with the recommendations and arguments 

presented above and in the People’s Exceptions. 

 

Dated: December 2, 2013    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 P. Gignac  

Environmental and Energy Counsel 

       69 W. Washington St., 18th Floor 

Chicago, IL  60602 

(312) 814-0660 
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