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I. INTRODUCTION  

Section 16-111.5(d)(2) of the Public Utilities Act (“PUA”) requires the Illinois Power 
Agency (“IPA”) to prepare a power procurement plan (“Draft Plan”).  The Draft Plan was 
posted on the IPA and Illinois Commerce Commission (“Commission”) websites, pursuant 
to Section 16-111.5(d)(2) of the PUA.  220 ILCS 5/16-111.5(d)(2).  Comments on the 
Draft Plan were submitted to the IPA for its review.  The PUA requires the IPA to make 
revisions to the Draft Plan based on the submitted comments and then formally file a 
revised plan with the Commission. 

On September 25, 2017, the IPA filed with the Commission its 2018 Power 
Procurement Plan (“2018 Plan”), initiating this proceeding.  Among other things, the 
purpose of the 2018 Plan is to secure electricity commodity and associated transmission 
services to meet the needs of eligible retail customers in the service areas of 
Commonwealth Edison Company (“ComEd”), Ameren Illinois Company d/b/a Ameren 
Illinois (“Ameren”), and MidAmerican Energy Company (“MidAmerican”). 

Section 16-111.5(d)(3) of the PUA provides that, within five days of the filing of a 
procurement plan, any objections to it must be filed with the Commission.  The same 
subsection also provides that the Commission shall enter an order approving or modifying 
the procurement plan within 90 days after the filing of the plan.  220 ILCS 5/16-
111.5(d)(3).  The 2018 Plan was filed on September 25, 2017; thus, the deadline is 
December 26, 2017.  Pursuant to Section 16-111.5(d)(4) of the PUA, the Commission 
shall approve the procurement plan, including the load forecasts used in the 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.”  220 ILCS 5/16-111.5(d)(4). 



17-0392 

2 

II. PROCEDURAL HISTORY 
Following the filing of the 2018 Plan, Ameren was granted leave to intervene.  The 

Illinois Attorney General’s Office on behalf of the People of the State of Illinois (“AG”) filed 
an appearance in this docket. 

On October 2, 2017, Objections and Comments to the Plan (“Initial”) were filed by 
Ameren and Staff of the Commission ("Staff").  Parties were notified that, pursuant to 
Section 16-111.5(d)(3) of the PUA, no hearing in this matter was determined to be 
necessary.  On October 16, 2017, Ameren filed a Response to Objections (“Response”).  
On October 20, 2017, the IPA filed its Response to Objections.  On October 27, 2017, 
Ameren filed its Reply to Responses to Objections.  On October 30, 2017, Staff and the 
IPA filed Replies to Responses to Objections. 

The Administrative Law Judge served a Proposed Order on November 13, 2017.  
Staff filed a Brief on Exceptions on November 20, 2017.  The IPA filed a Reply Brief on 
Exceptions on December 1, 2017. 

III. BACKGROUND 
This is the tenth electricity procurement plan prepared by the IPA under the 

authority granted to it under the Illinois Power Agency Act (“IPA Act”) and the PUA.  
Chapter 2 of the 2018 Plan describes the specific legislative authority and requirements 
to be included in any such plan, including those set forth in previous orders of the 
Commission.  The 2018 Plan addresses the provision of electricity for the “eligible retail 
customers” of Ameren, ComEd, and MidAmerican.  Following MidAmerican’s 
participation for its second time in the 2017 IPA Procurement Plan, MidAmerican has 
again elected to have the IPA procure power and energy for a portion of its eligible Illinois 
customers through the 2018 Plan. 

As defined in Section 16‐111.5(a) of the PUA, “eligible retail customers” for 
Ameren and ComEd are generally residential and small commercial fixed price customers 
who have not chosen service from an alternative supplier.  For MidAmerican, eligible retail 
customers include residential, commercial, industrial, street lighting, and public authority 
customers that purchase power and energy from MidAmerican under fixed‐price bundled 
service tariffs.  The 2018 Plan considers a 5‐year planning horizon that begins with the 
2018‐2019 energy delivery year and lasts through the 2022‐2023 delivery year. 

The 2017 Plan, as approved by the Commission in Docket No. 16‐0453, called for 
the energy and renewable resources requirements for Ameren, ComEd, and 
MidAmerican to be procured by the IPA through two block energy procurements (spring 
and fall) and two procurements of renewable energy credits from distributed renewable 
energy generation devices.  In addition, the 2017 Plan included a fall 2017 capacity 
procurement for Ameren.  The 2017 Plan also recommended a continuation of the energy 
procurement strategies proposed in the 2016 Plan. 

In addition to authorizing the IPA’s proposed procurements for standard wholesale 
products, such as energy, capacity, and ancillary services, the Commission’s Order 
approving the 2017 Plan stated that it “takes notice that Public Act 099‐0906 will become 
effective on June 1, 2017,” and that “[a]ny resulting inconsistencies in the 2017 Plan as 
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approved by the Commission will be resolved by deferring to applicable provisions of 
Public Act 099‐0906.”  See Illinois Power Agency, Docket No. 16‐0453, Order at 105 
(Dec. 13, 2016).  The Final 2017 Procurement Plan thus reflected compliance with this 
directive in the Commission’s Order by not including a previously proposed spring 2017 
Renewable Energy Credit procurement or any incremental energy efficiency programs 
previously proposed in the Agency’s filed plan.  The procurement of Renewable Energy 
Resources is also not included in the 2018 Plan.  The IPA is developing a separate Long‐
Term Renewable Resources Procurement Plan. 

The 2018 Plan proposes to continue using the risk management and procurement 
strategy that the IPA has historically utilized:  hedging load by procuring on and off‐peak 
blocks of forward energy in a three‐year laddered approach.  The IPA believes the 
continuation of its tested and proven risk management strategy is the most prudent and 
reasonable approach, and the approach most likely to meet its statutorily mandated 
objective 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.” 

The IPA’s energy hedging strategy for the 2018 Plan is consistent with the strategy 
used for the 2017 Plan.  That strategy involves the procurement of hedges in 2018 to 
meet a portion of anticipated eligible retail customer energy supply requirements for a 
three‐year period and includes two block energy procurement events, one in the spring 
and the second in the fall.  Details of this procurement strategy can be found in Section 
7.1 of the 2018 Plan. 

Additionally, for Ameren, as a refinement to the approach taken in the 2017 Plan, 
for the 2019‐2020 delivery year, the IPA proposes procuring 50% of its forecasted 
capacity requirements in bilateral transactions and the remaining balance through the 
Midcontinent Independent System Operator, Inc. (“MISO”) Planning Resource Auction 
(“PRA”).  The IPA will defer a decision for the 2020‐2021 planning year until next year’s 
Plan.  For ComEd, consistent with the strategy adopted in prior plans, the IPA proposes 
that forecasted capacity requirements be secured by ComEd through the PJM 
Interconnection LLC (“PJM”) Reliability Pricing Model process.  Consistent with the 
approach taken in the 2017 Plan, the IPA recommends that MidAmerican’s forecasted 
capacity deficit be secured by MidAmerican through the annual MISO PRA.  

In addition to the various proposals above, the IPA recommends that ancillary 
services, load balancing services, and transmission services be purchased by Ameren 
and MidAmerican from the MISO marketplace and by ComEd from PJM’s. 

IV. THE ACTION PLAN 
In the Plan, the IPA recommends the following items for Commission action: 

1.  Approve the base case load forecasts of ComEd, Ameren, and MidAmerican as 
submitted in July 2017. 

2.  Approve two energy procurement events scheduled for spring 2018 and fall 2018. 
The energy amounts to be procured in the spring will be based on the updated 
March 15, 2018 base case load forecasts developed by Ameren, MidAmerican, 
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and ComEd, in accordance with the hedging levels stated in this Plan, and as 
ultimately approved by the Commission.  The energy amounts to be procured in 
the fall will be based on the July 15, 2018 base case load forecasts developed by 
Ameren, MidAmerican, and ComEd, in accordance with the hedging levels stated 
in the 2018 Plan, and as ultimately approved by the Commission. 

3.  Approve two capacity procurement events for Ameren scheduled for spring 2018 
and fall 2018.  The capacity amount to be procured in the spring will be based on 
the updated March 15, 2018 base case load forecast developed by Ameren in 
accordance with the hedging level stated in this Plan, and as ultimately approved 
by the Commission.  The capacity amount to be procured in the fall will be based 
on the July 15, 2018 base case load forecast developed by Ameren, in accordance 
with the hedging level stated in the 2018 Plan, and as ultimately approved by the 
Commission. 

4.  The March 15, 2018 and the July 15, 2018 forecast updates provided by the utilities 
to be used to implement the 2018 Plan will be pre‐approved by the Commission 
as part of the approval of the 2018 Plan, subject to the review and consensus of 
the IPA, Staff, the Procurement Monitor, and the applicable utility.  In the event 
that the parties do not reach consensus on an updated load forecast required in 
Items 2 and 3 above, then the most recent consensus load forecast will be used 
for the applicable procurement event.  If the Parties are unable to reach consensus 
on either of the updated load forecasts required in Items 2 and 3 above, then the 
July 2017 load forecast will be used for the applicable procurement event. 

5.  Approve procurement by ComEd, Ameren, and MidAmerican of capacity, network 
transmission service and ancillary services from each utility’s respective Regional 
Transmission Organization (“RTO”). 

V. ISSUES 
A. Section 5.2.3 Refinement of Capacity Procurement Strategy for 

Ameren 
1. Staff’s Position 

The IPA proposes two capacity procurement events for Ameren’s eligible retail 
customer load for the 2019-2020 delivery year:  one in the spring of 2018 and one in the 
fall of 2018.  Specifically, the IPA proposes “to procure 25% of its capacity requirements 
in bilateral transactions in the [s]pring of 2018, 25% in the fall of 2018, and the remaining 
balance through the MISO PRA in April of 2019.”  Staff Initial at 4. 

Staff does not object to this procurement strategy but recommends that the 
Commission grant the IPA additional flexibility when it comes to Ameren capacity 
procurements.  Given the recent price volatility in the MISO PRA prices as well as the 
prices of the IPA capacity procurements, it would be beneficial to be able to take 
advantage of lower capacity prices when possible.  While Staff agrees that it is reasonable 
to procure up to 50% of Ameren’s capacity requirements prior to the 2019 MISO PRA, 
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the 2018 Plan should allow flexibility to procure more than 25% of the capacity 
requirements in the spring 2018 procurement event.  Staff Initial at 4-5. 

Staff recommends that the 2018 Plan allow the Commission to approve a 
benchmark that consists of several levels.  The Commission-approved benchmark for the 
spring 2018 procurement event should be able to allow the IPA to procure more than 25% 
of the required capacity if the received bids are relatively low.  Of course, the benchmark 
is confidential and it is up to the IPA to propose, and for the Commission to approve, what 
should be considered low prices.  Staff Initial at 5. 

If the Commission adopts Staff’s recommendation, anywhere from zero to 50% of 
the 2019-2020 Ameren capacity requirements could be procured in the spring of 2018 
and the remainder, if any, (up to 50%) could be procured in the fall 2018 capacity 
procurement event.  Staff Initial at 5-6.  Staff offers the following illustration: 

Assume that Ameren’s capacity requirements are 100 zonal 
resource credits (“ZRCs”) for the 2019-2020 delivery year and 
the IPA targets to procure 25 ZRCs in the spring of 2018 and 
25 ZRCs in the fall of 2018.  Assume that the price benchmark 
is $20/MW-Day.  Staff recommends that the price benchmark 
(1) allow the IPA to procure up to 50 ZRCs in the spring of 
2018 if the average price of the (up to 50) procured ZRCs 
does not exceed, say, 10% of the price benchmark, or $2/MW-
Day, and (2) allow the IPA to procure up to 40 ZRCs if the 
average price of the (up to 40) procured ZRCs does not 
exceed, say, 20% of the price benchmark, or $4/MW-Day.  To 
continue with this example, Staff’s proposal would allow the 
IPA to procure up to 25 ZRCs if the average price of the (up 
to 25) procured ZRCs exceeds $4/MW-Day but does not 
exceed, say $20/MW-Day.  The IPA would procure zero ZRCs 
if there are no bids at or below the $20/MW-Day benchmark.  

Staff emphasizes that this is just an illustrative example and Staff recommends that the 
benchmark methodology allow for two or more quantity thresholds that are tied to different 
average price levels (10% and 20% in this illustrative example).  Staff Reply at 6-7. 

In response to Staff’s proposal, the IPA notes that the price benchmarks “are 
developed by the Procurement Administrator in consultation with [IPA] Staff, 
[Commission] Staff, and the Procurement Monitor” and that “these entities are highly 
experienced in the process of setting a single market-based benchmark price for each 
product procured.”  At the same time, however, the IPA argues that “these entities 
(including the IPA) are less capable of objectively assessing what is (or is not) ‘relatively 
low.’”  IPA Response at 3.  Staff does not agree.  Once the Procurement Administrator, 
in consultation with the IPA, Staff, and the Procurement Monitor agree on the proper 
market-based benchmark, it should not be an insurmountable task to agree on what 
should be considered relatively low compared to that benchmark.  However, Staff’s 
proposal is optional and if the four parties do not agree on price levels that would warrant 
procuring more than 25% in the spring, the spring procurement will have a maximum cap 
of 25% of Ameren’s capacity requirements.  Staff Reply at 3. 
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The IPA further argues that Staff’s proposal “would introduce unwanted and 
unnecessary uncertainty in the implementation of the approved risk management 
strategy.”  IPA Response at 4.  However, Staff believes that its proposal is an optional 
addition to the approved risk management strategy and does not add any more 
uncertainty than deciding to procure 25% in the spring, 25% in the fall and 50% in the 
MISO PRA.  Staff notes that the IPA Draft Plan proposed to not procure any of Ameren’s 
capacity requirements and instead proposed to procure 100% of the needed capacity in 
the MISO PRA.  Staff Reply at 3-4. 

Likewise, in its response to Staff’s proposal, the IPA emphasizes the fact that 
current capacity procurements have a “known quantity.”  IPA Response at 4.  Staff points 
out that all qualified bidders will still compete on the basis of price, whether the 
Commission adopts Staff’s proposal or not.  Also, Staff states that it is not true that in 
prior procurement events bidders knew the volume actually being procured.  The “known” 
quantity in the IPA’s plan is a target quantity.  The “known” quantity for the spring 2018 
capacity procurement as proposed by the IPA is a range of zero to 25%.  Under Staff’s 
proposal, the “known” quantity for the spring 2018 capacity procurement is a range of 
zero to 50%.  Staff Reply at 4-5. 

The IPA also takes issue with Staff’s proposal because it “appears tantamount to 
attempting to time the market.”  IPA Response at 4-5.  Staff does not disagree, but even 
with a simple black-and-white benchmark, the IPA is comparing current prices to future 
prices.  If there are not enough bids at or below the chosen price benchmark to fulfill the 
target procurement quantity (25% in the case of the spring 2018 capacity procurement), 
the IPA and the Commission effectively expect that future prices will be lower than the 
current benchmark. The chosen benchmark for the spring 2018 procurement is the level 
below which the IPA and the Commission reasonably expect to secure capacity 
purchases at future events, whether it be the fall 2018 procurement event or the April 
2019 MISO PRA.  Staff Reply at 5. 

In addition, the IPA argues that Staff’s proposal “would apparently allow the IPA’s 
hedging strategy to vary depending on whether price offers meet not one, but multiple 
price benchmarks” (IPA Response at 6) and that “it is unclear whether multiple price 
benchmarks for a single product are allowed under the law.”  Id.  To be clear, Staff is not 
proposing multiple benchmarks as that is defined in the law.  However, the IPA makes a 
valid point that, by using average prices, there could be bids above the $20 benchmark 
that would be accepted under the average price proposal by Staff that traditionally would 
have been rejected because they exceed the approved price benchmark.  While Staff 
sees no statutory prohibition against pursuing a modified benchmarking for Ameren’s 
capacity procurement that goes against that tradition, Staff’s proposal would still be an 
improvement over the IPA’s proposed 2018 Plan even if bids above a single benchmark 
are rejected.  As a result, Staff modifies its proposal and recommends that, as an initial 
step, bids from suppliers above the market-based price benchmark are rejected.  Staff 
Reply at 7. 

Further, while Staff’s modified proposal does not abandon the traditionally-used 
single benchmark, Staff believes the Commission has the authority to approve multiple 
benchmarks for a single product in the IPA Plan.  The IPA argues that “it is unclear 
whether Staff’s proposal is permissible under Section 16-111.5(e) of the PUA” and it is 



17-0392 

7 

“unclear whether multiple price benchmarks for a single product are allowed under the 
law.”  IPA Response at 6.  The IPA further argues that Section 16-111.5(e)(3)’s heading 
refers to “[e]stablishment of a market-based price benchmark,” but acknowledges that the 
body of that paragraph refers to “benchmarks” for each of the products procured.  Id.  It 
is Staff’s position that the Commission has the discretion to approve a procurement plan 
which includes multiple benchmarks for a single product.  In support of this position, Staff 
would first note, under the statute on statutes “[w]ords importing the singular number may 
extend and be applied to several persons or things, and words importing the plural 
number may include the singular.” 5 ILCS 70/1.03.  Second, where the legislature 
delegates the administration of a broad statutory standard to an agency’s discretion, 
“courts shall rely upon the agency’s interpretation where there is reasonable debate as to 
its meaning.”  Business and Professional People for the Public Interest v. Illinois 
Commerce Commission, 171 Ill. App. 3d 948, 957 (1st Dist. 1988) and State of Illinois v. 
Church, 164 Ill. 2d 153, 162 (1995).  The PUA grants the Commission broad authority to 
approve procurement plans.  220 ILCS 5/16-111.5(d)(4).  Consistent with the broad 
authority, it is within the Commission’s discretion to approve multiple benchmarks for a 
single product where Staff provides a reasonable basis for doing so.  Finally, even the 
IPA agrees that the statute is not clear on whether multiple benchmarks for a single 
product are permissible.  IPA Response at 6.  Staff maintains that because the statute is 
unclear, the Commission’s interpretation of the statute should be, and normally would be, 
given deference (Milkowski v. Dept. of Labor, 82 Ill. App. 3d 220,222 (1st Dist. 1980)) if 
this matter is appealed.  Staff Reply at 7-8. 

Lastly, the IPA modified its initial proposal in is Response by clarifying that more 
than 25% could be procured in the fall procurement if less than 25% was procured in the 
spring procurement.  While Staff believes this eventuality was already implicitly included 
in the IPA’s Plan, Staff appreciates the clarification. Staff Reply at 8. 

Accordingly, Staff recommends changes to Sections 5.2.3 and 7.2.1.2 of the Plan. 
2. Ameren’s Position 

In its Initial Comments, Ameren supported the IPA's proposal to procure 50% of 
the forecasted capacity requirements for June 2019-2020.  Regarding the proposal to 
defer the decision regarding June 2020-May 2021 procurements until next year's plan, 
Ameren also did not object.  However, Ameren encouraged the IPA to consider procuring 
capacity two years in advance in future procurement plans.  While changing market rules 
and conditions may make this difficult, to the extent that such procurements can be 
implemented, it would provide greater price visibility to the Illinois market, along with 
providing eligible retail customers and sellers of capacity the opportunity to hedge a 
portion of capacity requirements beyond the prompt year.  Ameren Initial at 2. 

In its Response to Staff, Ameren states that it believes the Staff proposal is 
reasonable.  Ameren notes that the IPA declined to support Staff's proposal based on the 
following summarized rationale: 1) the benchmark is intended to be a single price point 
at which no higher bid may be accepted; 2) Staff's proposal is tantamount to timing the 
market; 3) Staff's proposal disregards the potential impact on suppliers; and 4) "it is 
unclear whether Staff's proposal is permissible under Section 16-111.5(e) of the Act".  IPA 
Response at 3-6.  In part, Ameren disagrees with the IPA's position.  First, suppliers are 
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allowed to offer tiered pricing in MISO and/or in bilateral markets, so it seems fair that the 
IPA should be allowed to do the same in its procurements.  Regarding Staff's use of the 
term "relatively low," Ameren interprets it as being suggestive of a process by which the 
parties who set the confidential benchmarks would define its meaning in the future.  This 
seems to be a reasonable proposal to Ameren.  Ameren Reply at 2. 

Second, Staff's proposal could reduce administrative costs in the event a fall 
procurement becomes unnecessary.  But, Ameren understands the IPA's position that 
data associated with capacity markets is dynamic and a change in a few key issues (e.g., 
plant retirements, Federal Energy Regulatory Commission (“FERC”) filings and zonal 
data regarding imports, exports and local clearing requirements) could quickly change the 
perceived market value of capacity within MISO Illinois.  And, this volatility could be 
exacerbated by the lack of liquidity in the bilateral capacity markets.  After consideration 
of both of these factors, Ameren has no objection to the IPA's proposal to have two 
procurement events — one in the spring and another in the fall.  Ameren Reply at 2. 

Third, the IPA suggests that the Staff proposal for tiered benchmarks could 
negatively impact supplier participation, because they may view the stipulation as creating 
an undefined volume target.  Ameren views the Staff proposal as having a defined volume 
that is subject to multiple price benchmarks.  Ameren makes no prediction as to how 
Staff's proposal will be perceived by suppliers, but believes that, if suppliers are allowed 
to provide multiple offers in variable price blocks, it would be unreasonable for suppliers 
to object to the same process for the IPA when it procures for Ameren.  Ameren states 
that bilateral transactions in the MISO capacity market are relatively illiquid, and some 
transactions are not transparent to the market due to confidential terms associated with 
underlying contracts.  Further, the MISO capacity auction is characterized by a supplier 
offer curve that is very steep.  For example, the clearing price for 2015 and 2016 occurred 
at a point on the supplier offer curve where a small change in mega-watts (MWs) offered 
(or demand bid) would have significantly impacted the auction clearing price.  This price 
volatility in the MISO capacity auction and the lack of liquidity and transparency in the 
bilateral market is why both suppliers and the IPA should be allowed to develop tiered 
pricing strategies as part of their risk management practices.  If the suppliers utilize this 
capability and not the IPA, eligible retail customers for Ameren could be disadvantaged.  
Ameren Reply at 2-3. 

Fourth, Ameren notes the term "benchmark" is not prescriptively defined for such 
procurements, and the suggestion of a tiered benchmark is therefore not prohibited.  
Ameren Reply at 3. 

In summary, Ameren believes Staff's proposal to develop tiered procurement 
benchmarks for capacity is appropriate, the points of concern raised by the IPA do not 
bar development of a tiered benchmark process, and Ameren encourages the IPA to 
reconsider adoption of Staff's proposal or find middle ground in advance of the 
benchmarking process associated with the 2018 capacity procurements.  Ameren Reply 
at 3. 

3. IPA’s Position 
The IPA explains that its procurement plan, including its approach to hedging 

standard wholesale products such as capacity, must be designed to ensure service “at 
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the lowest total cost over time, taking into account any benefits of price stability.”  220 
ILCS 5/16-111.5(d)(4).  To help ensure this objective, the Procurement Administrator 
establishes “market-based benchmarks . . . based on price data for similar products for 
the same delivery period and same delivery hub, or other delivery hubs after adjusting for 
that difference.”  220 ILCS 5/16-111.5(e)(3).  Bids received that feature prices above that 
benchmark price are deemed too high for selection, while those received below the 
benchmark price may be used to satisfy the procurement quantity identified in the IPA’s 
annual procurement plan.  IPA Reply at 2. 

Staff’s proposal concerns the procurement of ZRC which represent capacity 
obligations that if not hedged through an IPA procurement, would be met through the 
MISO annual planning resource auction, or PRA.  Those unhedged quantities are then 
acquired at the PRA clearing price, with the supply rate for Ameren eligible retail 
customers including a cost of capacity that blends the cost of the ZRCs procured by the 
IPA and the cost of capacity acquired through the MISO PRA.  As the IPA understands 
Staff’s proposal, Staff seeks the establishment of “tiered” benchmarks, through which a 
somewhat low benchmark price may give way to an even lower benchmark price during 
bid evaluation if a certain quantity of ZRCs have been selected for procurement.  IPA 
Reply at 2.   

The IPA declines to support Staff’s proposal for the following reasons.  First, Staff’s 
proposal adds a new purpose to the use of the confidential price benchmark, and one for 
which the IPA does not believe the benchmark process to have been designed.  By way 
of background, confidential benchmarks are “used to evaluate bids” and only “bidders 
that meet the applicable benchmarks” may be eligible for bid selection, thus making the 
benchmark a price point at which no higher bid may be accepted.  IPA Response at 3. 

Price benchmarks are developed by the Procurement Administrator in consultation 
with IPA Staff, Commission Staff, and the Procurement Monitor, and are submitted to the 
Commission for approval.  These entities are highly experienced in the process of setting 
a single market-based benchmark price for each product procured.  Staff’s proposal is for 
something fundamentally different—tiered levels triggered by procurement amounts—
and these entities (including the IPA) are less capable of objectively assessing what is (or 
is not) “relatively low,” as Staff’s proposal requires.  Further, Staff does not propose any 
methodology on how to consider what “relatively low” could, or should, mean.  The IPA 
argues that leaving the determination of “relatively low” unexplored and undefined would 
introduce unwanted and unnecessary uncertainty in the implementation of the approved 
risk management strategy.  IPA Response at 3-4. 

In addition, a benchmark is a specific price against which a bidder’s proposed price 
is evaluated.  The IPA points out that Staff’s proposal appears to call for looking at the 
“the average price of the procured ZRCs,” which would be inconsistent with the traditional 
purpose and use of benchmarks as individual bids would not be evaluated against the 
lower benchmark.  The use of an “average price” could tie together the evaluation of bids 
from separate bidders in a way not envisioned by the law, such that a slightly higher bid 
price of, say, $21 might then become acceptable due to some quantity of $10 bids 
depressing the average value.  IPA Response at 4. 
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Setting additional price benchmarks below the first benchmark cannot replace the 
competitive process among bidding suppliers.  Those bidders are private market actors 
possessing significant market experience with the capacity to rely on proprietary cost 
data; structuring a procurement through which they compete on the basis of price for a 
known quantity should lead to least-cost outcomes.  Ultimately, the IPA believes that the 
procurement of capacity should follow the disciplined risk management principles outlined 
in the 2018 Plan, through which all qualified bidders compete on the basis of price for a 
known procurement quantity under a single, confidential price benchmark threshold.  IPA 
Response at 4. 

Second, Staff’s proposal appears tantamount to attempting to time the market:  if 
it appears that prices are unusually low in the spring, a greater quantity will be procured.  
The IPA states that Staff’s proposal appears predicated on the assumption that prices 
may rise between the spring and the fall of 2018.  But no one can consistently predict the 
future with certainty. The IPA, Procurement Administrator, and Staff cannot effectively 
recognize in real time (or close to it) when current prices are low relative to future prices.  
IPA Response at 4-5. 

Staff’s proposal uses only a single snapshot of the market off which “market-based 
benchmarks” are to be based, but seeks to use that snapshot to develop multiple 
benchmark prices for determining whether bids are “relatively low” compared to 
anticipated future market conditions.  Under Staff’s approach, if bids are “relatively low” 
compared to future expectations, then additional quantities are to be procured in an earlier 
procurement event “to take advantage of lower capacity prices when possible.”  Staff 
Response at 5; IPA Reply at 3.  Rather than making such subjective determinations, the 
IPA believes strongly that the best approach to achieving the “lowest total cost over time, 
taking into account any benefits of price stability” is to spread its procurement quantities 
over multiple procurements as proposed in its 2018 Plan, accounting for the possibility 
that a “relatively low” price in the spring may well appear to be a “high” price in the fall.  
Through the development of a single “market-based benchmark” for each procurement 
event, the IPA can account for the market conditions that govern at the time of that 
procurement event: if a bid appears too expensive at that time, then it is barred by that 
benchmark without any consideration of whether it may still be “relatively low” in 
comparison to future market conditions for which it has imperfect information.  IPA Reply 
at 3. 

The IPA claims that attempting to time the market as Staff proposes is no more 
likely to succeed than to fail.  There are many externalities and variables that could impact 
the prices that bidders would bid for capacity (e.g., ongoing changes to capacity market 
design through proposals at MISO, potential state legislation, and potential changes in 
Federal energy policy) that make it unwise to make predictions about future market 
conditions and if prices will rise or fall over any given period.  Instead, spreading out 
procurement volumes over time mitigates timing risk.  For this reason (among others), the 
IPA proposed two capacity procurements to occur in 2018, rather than the single 
procurements of capacity procurement as has been done in the past, mirroring the 
reasons why in 2014 the IPA moved to two energy procurements annually from the prior 
single energy procurement events—an approach upheld by the Commission in each 
annual procurement plan since.  IPA Response at 5. 
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Third, the IPA states that Staff’s proposal does not analyze the potential impact on 
the incentives of suppliers to compete in a procurement with an undefined volume target.  
In prior energy and capacity procurements administered by the IPA, bidders knew the 
volume being procured.  In the approach proposed by Staff, bidders could not be certain 
of the volume being procured.  Without prior experience with Staff’s proposed approach, 
it is difficult to anticipate bidder behavior, bidders may choose not to participate in the 
procurement event, or perhaps add price premiums to their bids to account for the 
increased volume uncertainty.  IPA Response at 5. 

Fourth, it is unclear whether Staff’s proposal is permissible under Section 16-
111.5(e) of the PUA.  The IPA asserts that while Staff’s proposal would apparently allow 
the IPA’s hedging strategy to vary depending on whether price offers meet not one, but 
multiple price benchmarks, it is unclear whether multiple price benchmarks for a single 
product are allowed under the law:  Section 16-111.5(e)(3) bears the heading 
“Establishment of a market-based price benchmark,” although the body of that paragraph 
states that “benchmarks” shall be established “for each of the products that will be 
procured through the procurement process.”  The singular term “benchmark” counsels in 
favor of a single benchmark per product, as does the directive that the benchmark shall 
be “market-based.”  Alternatively, the second quoted excerpt does imply that multiple 
“benchmarks” per product may be allowable.  IPA Response at 6. 

Thus, the IPA declines to support Staff’s proposal.  However, to help address 
Staff’s concerns, the IPA proposes the following adjustment to its Ameren capacity 
procurement strategy for the 2019-2020 delivery year:  if the IPA fails to procure the 
targeted 25% of 2019-2020 Ameren capacity requirements in the spring 2018 
procurement event, the IPA proposes that the remaining balance up to a total of 50% will 
be procured in the fall 2018 procurement event.  IPA Response at 6.  The IPA thus 
proposes amended language to Sections 5.2.3 and 7.2.1.2 of the 2018 Plan. 

4. Commission Analysis and Conclusion 
In the IPA’s Draft Plan, the IPA proposed procuring 100% of Ameren’s capacity 

requirements through the MISO PRA.  In response to Ameren’s informal comments on 
the Draft Plan, the IPA now proposes to procure up to 25% of Ameren’s capacity 
requirements in the spring of 2018, 25% in the fall of 2018, and the remaining balance 
through the MISO PRA in April 2019.  If the spring 2018 bid fails to attract enough bids 
under the benchmark, more than 25% can be procured in the fall 2018 procurement.  
Ameren points out that MISO PRA prices can be volatile due to, among other things, plant 
closings and events at FERC.  Because of this volatility, the Commission agrees that it is 
appropriate to procure up to 50% of Ameren’s capacity requirement before the 2019 
MISO PRA. 

Staff proposes that the IPA be given the flexibility to procure more than 25% in the 
spring 2018 procurement if the received bids are relatively low.  What would constitute a 
relatively low bid would be agreed to by the IPA, Staff, and the Procurement Monitor in 
the future.  Ameren agrees with Staff’s proposal.  The Commission notes that Staff has 
altered its proposal to no longer include an average of prices which could result in bids 
over the benchmark being accepted.  The Commission agrees that would be 
inappropriate and appreciates Staff withdrawing that suggestion. 
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The Commission is reluctant to adopt Staff’s proposal because it attempts to time 
the market.  Under Staff’s proposal, if it appears that prices are unusually low in the spring 
a greater quantity will be procured, but the Commission finds that it is not possible to 
know if current prices are low relative to future prices.  There is no way to know if prices 
will rise or fall in between procurements. 

Similar to energy procurements, the Commission agrees with the IPA that the best 
strategy is for the IPA to hold two capacity procurements.  This will spread procurement 
volumes out over time to mitigate the timing risk.  The Commission finds this to be an 
appropriate hedging strategy and will provide certainty for bidders. 

The IPA’s clarifying language, regarding additional capacity being procured in the 
fall if the spring procurement fails to procure 25%, is adopted.   

B. Section 8.4 Informal Hearing 
1. Staff’s Position 

The 2018 Plan notes that the Commission’s procurement monitor, Bates White, 
recommended, for energy and capacity procurements, delaying or “rolling over” 
procurements for small quantities into the next procurement event to save on 
procurement administration costs and to improve the robustness of the competition 
among bidders.  2018 Plan at 79.  Based on the concern that a solicitation for a small 
quantity would result in limited or no bidder participation, Bates White recommended that 
a minimum quantity threshold be established such that if the amount of the solicitation for 
a particular product falls below that threshold, then the IPA, Staff, the Procurement 
Administrator, and the Procurement Monitor could decide not to hold the procurement for 
that product.  Staff Initial at 8. 

In response to the recommendation, the 2018 Plan states that “while the IPA 
appreciates Bates White’s recommendation to roll over procurements for small quantities, 
the IPA would prefer to keep the current procurement process—which it considers to be 
effective, successful, and consistent with the procurement framework for all utilities as 
detailed in this Plan— unchanged for the 2018 Plan.”  The 2018 Plan goes on to state 
that “the costs associated with administering the procurement of incremental small 
quantities is insignificant and a protocol exists for addressing the event that a solicitation 
does not procure the target quantities of a product.”  2018 Plan at 79; Staff Initial at 8. 

Staff supports the recommendation put forth by Bates White.  While the 
administrative costs of holding procurement events for small energy or capacity quantities 
may not always be significant, it adds very little costs to the procurement process to have 
a conference call among the relevant parties (IPA, Staff, Procurement Administrator, and 
Procurement Monitor) to discuss the benefits of a procurement event for small target 
quantities.  In addition, the recommendation by Bates White is not based solely on the 
reduced administrative costs.  It is also based on the premise that bidders may not 
participate in a procurement in which the quantities solicited for a particular product are 
quite small.  Bates White mentions the spring 2017 energy requests for proposals for 
which MidAmerican solicited just two blocks for the 2018-2019 period.  Staff Initial at 9. 

In addition, while the 2018 Plan correctly notes that “a protocol exists for 
addressing the event that a solicitation does not procure the target quantities of a 



17-0392 

13 

product,” it should be noted that such protocol only addresses the options after an initial 
procurement event fails to procure the target quantities.  The proposal by the 
Procurement Monitor, on the other hand, addresses the option of rolling over very small 
target quantities before the initial procurement event.  Staff Initial at 9. 

Staff sees no downside to having the 2018 Plan include the flexibility to delay and 
“roll over” procurements of very small quantities of a given product to the next 
procurement event.  Of course, the decision to roll over the procurement for very small 
quantities should only be made if the IPA, Staff, the Procurement Administrator, and the 
Procurement Monitor agree that it would be likely to produce more benefits than costs to 
do so.  Staff Initial at 9. 

2. IPA’s Position 
The IPA does not support Staff’s proposal.  The IPA believes that a crucial aspect 

of a sound hedging strategy is the confidence to set up a responsible strategy and 
implement that strategy in a disciplined manner.  Indeed, the structure outlined in the IPA 
Act and the PUA regarding the development of the annual procurement plan and the 
administration of procurement events underscores the importance of that approach.  The 
plan development, comment and approval process requires thoughtful analysis by the 
IPA and its Procurement Planning Consultant (required by law to have at least 10 years 
of electricity sector supply risk management experience, and tasked by law with preparing 
procurement plans) and allows for other parties—other stakeholders and the utilities 
themselves, who would not be involved in a decision to roll over smaller procurement 
quantities—to provide feedback on a known and transparent hedging strategy, with those 
approaches ultimately reviewed by an Administrative Law Judge and subject to the 
approval of the Commission.  IPA Response at 7-8. 

The procurements contained in the 2018 Plan, among other things, are designed 
to mitigate the uncertainty of future market conditions and promote price stability in a 
disciplined manner.  The 2018 Plan as approved will comprise the manifestation of what 
the Commission ultimately determines is the appropriate balancing of risk to be managed 
through hedges obtained through highly structured competitive procurement events after 
careful review and analysis and with input from a wide variety of parties.  Allowing 
procurement quantity and timing decisions to be deferred to a small subset of parties (as 
Staff proposes) undercuts that process, and empowers only certain entities to finalize a 
hedging strategy—disconnected from the Procurement Plan development and approval 
process established in the law.  IPA Response at 8. 

Further, the IPA views Staff’s proposal as a solution in search of a problem.  The 
IPA conducts procurement events for energy twice per year, for three utilities and blocks 
across 36 months, and associated administrative costs are mostly fixed—regardless of 
procurement quantities.  A change in procurement volume is largely only a tweak to the 
value in a spreadsheet, as the strictures of Section 16-111.5(e)’s bid solicitation and 
evaluation process apply whether a procurement event is for one block or 1000.  And 
while the concept that rolling over procurement quantities to increase bidder competition 
presents a more compelling rationale, there is simply no evidence as to whether bidders 
would indeed offer greater interest.  Ultimately, the IPA does not believe that mere 
speculation about attractiveness to bidders is a sufficient reason to circumvent the more 



17-0392 

14 

open and transparent process through which the IPA proposes and the Commission 
approves a hedging strategy on which all parties may comment.  IPA Response at 8-9. 

3. Commission Analysis and Conclusion 
Similar to the previous issue, the Commission finds Staff’s proposal reduces the 

certainty provided for in the IPA’s proposed 2018 Plan.  Staff’s proposal will introduce 
unknowns into a process which is designed to mitigate the uncertainty of future market 
conditions and promote price stability. 

Also, allowing procurement quantity and timing decisions to be deferred to a small 
subset of parties (as Staff proposes) undercuts the process and empowers only certain 
entities to finalize a hedging strategy—disconnected from the procurement plan 
development and approval process established in the law.  The Commission declines to 
adopt Staff’s proposal. 

VI. FINDINGS AND ORDERING PARAGRAPHS  
The Commission, having reviewed the entire record, is of the opinion and finds that:  
(1) Commonwealth Edison Company, Ameren Illinois Company d/b/a Ameren 

Illinois and MidAmerican Energy Company are corporations engaged in the 
retail sale and delivery of electricity to the public in Illinois, and each is a "public 
utility" as defined in Section 3-105 of the Public Utilities Act and an "electric 
utility" as defined in Section 16-102 of the Public Utilities Act;  

(2) the Commission has jurisdiction over the parties hereto and the subject matter 
hereof;  

(3) the recital of fact and conclusions of law in the prefatory portion of this Order 
are supported by the record and are hereby adopted as findings of fact and 
conclusions of law;  

(4) the load forecast for Ameren Illinois Company d/b/a Ameren Illinois attached to 
the Illinois Power Agency's September 25, 2017 petition should be approved; 
the load forecast for Commonwealth Edison Company attached to the Illinois 
Power Agency's September 25, 2017 petition should be approved; the load 
forecast for MidAmerican Energy Company attached to the Illinois Power 
Agency’s September 25, 2017 petition should be approved;  

(5) subject to the modifications adopted in the prefatory portion of this Order, 
including such recommendations and objections as are approved above, the 
2018 Plan filed by the Illinois Power Agency pursuant to Section 16-111.5 of 
the Public Utilities Act should be approved; as modified, the 2018 Plan, and 
load forecasts found appropriate above, 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; in 
making this finding, the Commission is not expressing its concurrence in every 
statement or opinion contained in the 2018 Plan and no presumptions are 
created with respect thereto; and  
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(6) all motions, petitions, objections, and other matters in this proceeding which 
remain unresolved should be disposed of consistent with the conclusions 
herein.  

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that subject to 
the modifications adopted in the prefatory portion of this Order, the 2018 Plan filed by the 
Illinois Power Agency pursuant to Section 16-111.5 of the Public Utilities Act is hereby 
approved, as are the load forecasts found appropriate above.  

IT IS FURTHER ORDERED that all motions, petitions, objections, and other matters 
in this proceeding which remain unresolved are disposed of consistent with the conclusions 
herein.  

IT IS FURTHER ORDERED that, subject to Section 10-113 of the Public Utilities Act 
and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject to the Administrative Review 
Law.  
 

By Order of the Commission this 20th day of December, 2017. 
 
 
 
 
 (SIGNED) BRIEN SHEAHAN 
      Chairman 
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