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Come now the Illinois Industrid Energy Consumers (“11EC”)?, by their attorneys, Lueders,
Robertson, Konzen & Fitzhenry, and pursuant to 83 I1l.Adm.Code Part 220.830, offer the following
brief on exceptionstothe Administrative Law Judge s(“ ALJ") Proposed Order (the* Proposed Order”)
dated February 19, 2003.2 11EC will address the following issues:

1. The Proposed Order’ s acceptance of the capacity backed adjustment for Centra 1llinois
Public Service Company, Union Electric Company (“Ameren”) and Illinois Power Company (“IP’).

2. The Proposed Order’s inclusion of a placeholder for potentid RTO imposed costs (e.g.
capacity adjustments).

3. The Proposed Order’ srecommendation that odd |ot adjustments be made as applicableto
Ameren.

4. TheProposed Order’ salocation of salesand marketing expenses as applicableto Ameren.

5. The Proposed Order’ silliquidity adjustment as applicable to Ameren.

6. The Proposed Order’ s adoption of |P' s floating adder proposal.

7. The Proposed Order’s recommendation on availability of multi-year contracts in the IP
sarvice territory.

8. TheProposed Order’ srejection of the proposal for market va ue adders based on thelength

of the multi-year contracts.

1P Dkt. 02-0672 - Air Products & Chemicas Company, Granite City Steel Company,
U.S. SilicaCompany, Cargill, Inc, lllinois Cement Company, Olin Corporation, Caterpillar Inc.
and PPG Indugtries, Inc; Ameren Dkt. 02-0656 - Keystone Steel and Wire Company and
Caterpillar Inc; and ComEd Dkt. 02-0671 - Ford Motor Company and Caterpillar, Inc.

ZCitations to the Proposed Order are based on the PDF version on the e-docket.
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9. The Proposed Order’s recommendation on use of Rider ISS for default service and the
suggestion that |P place customers on an applicable red time pricing (“RTP’) rate in the event of
supplier default under the multi-year option.

B. Summary

The Proposed Order recommendsthe lllinois Commerce Commission (“Commission”) accept
Ameren’s capacity backed adjustment adder to market value, stating that the use of such an adder is
reasonable. Proposed Order at 16. The Proposed Order aso tacitly recommends that a capacity
adder be adopted for | Pwithout any mention of the voluminousrecord evidencerel ated to the existence
or non-existence of capacity va uedready included inthe underlying wholesale market prices. Proposed
Order at 51. Neither IP nor Ameren has provided a vaid judtification for such an adder in the record
inthis proceeding. In addition, Ameren has suspended or will suspend trangition charge recovery and
asaresult will not offer PPO to itscustomers. Therefore, it is premature and unnecessary to make any
modification to the Ameren MVI, including, but not limited to, the adoption of a capacity adder.
Therefore, the Proposed Order should be modified to make this adjustment inapplicableto the Ameren
tariff until and unless Ameren seeks to reindtate a trangition charge.

The Proposed Order accepts the recommendation of the RES Coadlitionthat aplaceholder be
added to the MV tariffs for utilities to reflect capacity costs associated with future PIM and/or MISO
actions which would reguire transmissioncustomersto demongtrate that their transmisson transactions
are backed by generation capacity. Proposed Order a 19. The adoption of this recommendation is
inconggtent with the Commission’s decision in the Illinois Power Ddlivery Service Rate Case. See

lllinois Power Company, |CC Dkt. 01-0432, Order at 115 (March 28, 2002). In addition, because




Ameren will no longer collect a transition charge or offer the Power Purchase Option (“PPO"),
modifications to the Ameren tariff to incorporate such a placeholder are premature and unnecessary.
Therefore, the Proposed Order should be modified to makethis adjustment inapplicableto the Ameren
tariff until and unless Ameren seeksto reingtate atrangtion charge. Also, to the extent thefloating adder
approach is adopted for P, the need for a separate placeholder is moot and inclusion of one would
amount to double counting.

The Proposed Order accepts a proposal of the RES Codiition that an Odd Lot Adjustment be
incorporated into market value as an adder for both Ameren and ComEd. Proposed Order at 21. The
adder will be $0.55 per MWh. The specific adder gppears to be the result of a recommendation the
RES Codition made for the adjustment of ComEd's market value energy charge (“MVEC”) not to
Ameren. See RES CodlitionEx. 4.0 at 13. In addition, as noted above, the modification of the Ameren
MV tariff to incorporate such an adder is premature and unnecessary because Ameren has or will
forego the collection of a trangition charge and the offering of the PPO to customers in its service
territory. Therefore, the Proposed Order should be modified to make this adjustment ingpplicable to
the Ameren tariff until and unless Ameren seeksto reindtate a trangtion charge.

The Proposed Order recommends acceptance of a proposal made by the RES Codiition to
adjust market value upward to reflect an dlocation of sales and marketing expenseto customer classes
on the bagi's of kWh consumed rather than the number of customersin the class. Proposed Order at
30. Thiswould result in anincreasein market value of 0.026¢ per kWh for ComEd and Ameren. The
specific adjustment wasrecommended for ComEd, not Ameren. In addition, because Ameren hasacted

or will act to forego recovery of transition charges and to discontinue offering the PPO to its customers,



such amodification of the MVI tariff in the Ameren service territories is premature and unnecessary.
Therefore, the Proposed Order should be modified to make this adjustment inapplicableto the Ameren
tariff until and unless Ameren seeks to reindtate atrangtion charge. At such time, an Ameren-specific
value can be determined.

The Proposed Order adopts arecommendation to make an illiquidity adjustment of $0.88 per
MWh on the basis of a differentia used to adjust price data obtained from the energy hub for use in
caculating Illinois market values, to reflect the fact that prices taken from the Cinergy hub (and used for
market vaue cdculaion) aretaken from amarket that issubstantialy moreliquid than thelllinoismarket
in which power and energy is actualy sold. Proposed Order at 35. This adjustment applies only to
Amerenand ComEd. For the reasons stated above, the Proposed Order should be modified to reject
the adjustments application to Ameren until and unless Ameren reindtates its trangtion charge.

The Proposed Order recommends that the Commission accept the use of a floating adder
approachfor IP. Proposed Order at 50-52. In thisportion of the Proposed Order, it isrecommended
that acapacity demand credit of $12.00 per kW year and afloating adder starting at 3.5 mills per kWh.
Proposed Order at 51. The Proposed Order rejects IIEC' s recommendation that the floating adder
not be adopted unless PPO customersare protected from harm. Proposed Order at 52. The Proposed
Order should be modified to provide protection for PPO customers in the |P service territory, or the
floating adder approach as sat forth in the Memorandum of Understanding (“MOU”) signed by 1P and
the RES Codlition, should be regjected because the methodology is inconsistent with the requirements
of Section 16-112 of the Public Utilities Act (the“Act”). (220 1LCS5/16-112). Further, theinclusion

of the capacity demand credit for 1P should be rgjected under any circumstance. |P has not judtified



such an adder in the context of the record in this proceeding.

The Proposed Order accepts in part and reects in part 1IEC's proposa to modify IP's
caculation of the multi-year market values. Proposed Order at 57. First, the Proposed Order rejects
I1EC’ s recommendation that the multi-year market value be caculated on a bi-monthly basis, in the
same way the single year market value is cdculated. The Proposed Order accepts IIEC's
recommendationthat |P establish adatahierarchy for caculation of the multi-year market vauessimilar
to the data hierarchy used to cdculate single year market values. In accepting this deta hierarchy, the
Proposed Order obviates | P srationae (erroneous though it may be) inthefirgt instance for calculating
the multi-year MV1 only once ayear, in December.

The Proposed Order isincorrect in concluding ardatively large number of cusomerswill have
the opportunity in both 2004 and 2005 to obtain a multi-year RES contract for the remainder of the
trangtion period and is further incorrect in concluding that under 11EC' s proposed modification, this
would not be the case. In fact, the oppositeistrue. 1P s proposa will be limited to ardatively small
number of customers in 2004 and 2005 whereas IIEC's proposal would substantially expand the
availability of this option to customers.

The Proposed Order rejectsthe recommendation that market val ue adders should be based on
the length of the multi-year market value contract. Proposed Order at 68. The Proposed Order should
be modified to accept the proposa for multi-year value adders.

Fndly, the Proposed Order recommends that to the extent | P offers multi-year market values,
| P should provide default serviceto multi-year market vaue option customersunder Rider ISSand IP's

real time pricing rate. Proposed Order at 71-72. Because the proposal to use Rider 1SS as a default



rate was first presented to the parties during cross-examination, and was gpparently decided upon by
I P less than 24-hours before the commencement of cross-examination, (See Peters Tr. 313-314) and
because no party actively proposed that IP' s real time pricing rate be used as the default rate once the
termof servicefor Rider | SS had been completed, the Proposed Order should be modified to state that
|P should allow customers to choose among | P s bundled service rate options, including the use of the
red time pricing rate.

1. Capacity Backed Adjustment

A. Argument

1 IP

The Proposed Order overlooks or misapprehends the fact that 1P has not justified a capacity
demand credit (“capacity adder” or “CDC”) inthis case. The Proposed Order is conspicuoudy slent
onthismgor issueinthe case. 11EC addressesthisissueinitsinitia and reply briefs. See I1EC Initid
Brief at 6-9; IIEC Reply Brief at 5-8. 11EC will not repeat those arguments. However, it notesthat the
Proposed Order appears to adopt, de facto, the $12.00 per kW-year capacity demand credit for IP
because it is contained in IPs MOU. See Proposed Order at 51. A review of the MOU fails to
disclose how the $12.00 per kW was determined or why it is appropriate for use as IP's capacity
demand credit inthisproceeding. See IP Ex. 1.9. Neither IP nor any other party has offered any cost
judtificationfor the proposed adder. Indeed, IPwas unableto justify itsoriginal proposa for acapacity
demand credit of $9.00 per kW/year inits direct case.

Infact, 1P appears to argue that the capacity demand credit was really equivdent to ademand

charge in a bundled tariff. P intends to gpply this “demand charge’ to PPO customers. Thus, IP



appearsto seethisasa“rate design” issue. See IP Initid Brief a 9. |P offers no cost basis for this
“demand charge’ applicable to PPO customers other than its express desire to add a fixed cost
component to PPO. See IP Initid Brief a 9.

| P has made no determination that $9.00 per kW-year or $12.00 per KW-year reflect thevaue
of any portion of the market price for power and energy as referenced in Section 16-112 of the Act.
Of course, IP could not do so because its position has been the capacity vaues are dready reflected
in the market price of power and energy that underlie its MV 1 approach. Peters Tr. 286.

Initsreply brief IP arguesthat the capacity demand credit wasintended to reflect any “residua
error” from the totd vaue determination, including failure of base vaues to fully account for capacity.
SeelPReply Brief at 7-8. However, therecord in this proceeding isdevoid of any evidenceto support
the existence of such aresidud error in the first instance or to quantify it in the second instance.®

|P has suggested that the $12.00 per kW-year fdls within the range of the testimony in this
proceeding. IP Reply Brief a 8-9. However, such an argument is mideading and does not support
the adoption of $12.00 per kW-year capacity demand credit. First, thelower end of the range (zero)
was proposed by I1EC becauseit did not believe, and till does not believe, IP has justified any vaue
for aCDC in this proceeding. The current planning reserve adjustment, 0.61 cents per kWh, found
gppropriate by the Commission in Docket No. 00-0259, et dl., should be retained. The higher end of

the range is $18.00 per kW-year and the only support for this vaue in the record is the following

31 EC notes that the Proposed Order explicitly rejected the “residual error” adjustment
recommended by the RES Caodlition even though the RES Coadlition quantified such an error.
Proposed Order at 24).



Satement:

“Since under Illinois Power’s tariffs an MV1 is caculated on a more

frequent basis than other utilities, the RES Codlition has proposed an

approach specific to llinois Power, where IPwill have afixed vaue of

$18.00 per KW-year assigned to capacity costs. . ..” (RES Codlition

Ex.3.0at 11).
Thereis no testimony to support the development of the $18.00 per kW-year or to otherwise justify
its use as a capacity demand credit for IP or an adder to market vaue.

|P’sarguments, inresponseto | IEC' scriticism of 1P for supporting a$9.00 per kW/year CDC

initsdirect case and a $12.00 per kW-year CDC in the MOU presented in rebuttd, are telling. 1P
argues.

“Thereis no obvious reason in the record that makes any one of these

(values) better than any other. .. .” (1P Reply Brief a 8) (Explanation

Added)
IPiscorrect, but only because it has offered no obvious basis for usng either vaue (or any vaue) for
the CDC in this proceeding. |P hasthe burden of proving the appropriateness of its proposed CDC.
It utterly failed to do so (and in fact did not really attempt to do s0). Without evidentiary support for
IP s proposdl, it must be rejected.

For these reasons and for the reasonsidentified in IIEC' sinitid and reply briefs, the Proposed
Order should be modified to regject |P's CDC proposal regardless of whether or not the Commission
adoptsthe IP MOU.
2. Ameren

The Proposed Order recommends the Commission approve acapacity backed adjustment for

Ameren of $205.15 per MW/day. Proposed Order at 16. The Proposed Order overlooks the fact



that the Commission Steff, like I1EC, concluded there was no judtification for incluson of a capacity
adder component to the Ameren market value. Staff Initial Brief at 12. Indeed, the Proposed Order
includes no discussion related to the need, or lack thereof, to change Ameren’ sMV | taiff inlight of its
suspension of trangition charge collection and PPO offering, despite severd parties, including Ameren,
addressing thisissue in the case. I1EC agrees with the Staff that Ameren has not judtified its capacity
adder. |IEC addressestheissuesinitsinitid and reply briefs. 11EC Initia Brief a 9-11; IIEC Reply
Brief at 8-9.

In the matter involving Ameren Corporation acquisition of CILCORP, including CILCO,
Ameren agreed that AmerenUE, AmerenCIPS and CILCO would not seek recovery of transition
charges for the period of June 2003 through May 2005 and, consequently, would not be offering the
PPO. IIEC Ex. 1.0 a 13. Mr. Stephens opined that given the current projections of future market
pricesincreasing and the potentia for an increase in delivery service rates and the known increases in
the mitigation factor, he did not believe there was a high probability that Ameren would subsequently
seek to reingtate the recovery of trangition charges and the PPO. He suggested, though, that even if
Ameren were to seek reingtatement, that the Commission would have the benfit of the other utilities
experience with their modified MV tariffs.

IIEC adso notesaso that dl of the partiesin this proceeding, other than Ameren, have basicaly
agreed that because Ameren has eliminated or is in the process of diminating its trangtion charge
recovery and PPO service for its customers, therefore there is no need or may be no need to modify
or amend the Ameren MV tariff a thistime. See Staff Initid Brief at 12, RES Codition Initia Brief at

26; 11EC Initial Brief at 12-15 and IIEC Reply Brief a 9.



Indeed, in its initid brief, in response to the RES Codlition proposd to offer a multi-year
trangition charge for the remainder of the trangtion period, Ameren indicated that it would be willing to
propose an option for customers to subscribe to an 18 month trangtion charge, which would be
modeled on any offering approved for ComEd or IP in this proceeding. Ameren Initia Br. at 14-15.
Further, Ameren witness Bob Mill admitted that its MVI tariff would sometime change in light of
Ameren joining the MISO: “Once Ameren joins the MISO, that tariff may change. Consequently, the
MVI cdculation will reflect whatever the M1SO capacity charge in their tariff would be at that point.”
Mill, Tr. 460. Thus, itislikdy that Ameren’sMV 1 will change or require modification & some point in
timeif itisreingtated. Therefore, thereisnot much point in modifying it now when it will not beused to
hdp cdculate atrangtion charge or the price of the PPO for customersin the Ameren serviceterritory.

The Commission should aso take into consideration that as aresult of the Ameren acquisition
of CILCO, Ameren Corporation has agreed to sdl power and energy to non-affiliated entitiesin the

CILCO and Ameren service territories, priced on the basis of the Ameren MVI. Centrd lllinois Light

Company and Ameren Corporation, ICC Dkt. No. 02-0428, Order at App. A, D.1 and 2 (Dec. 4,

2002). In this respect, the Ameren MV establishes a wholesale priceto suppliersin the CILCO and
Amerensarviceterritories. Under these circumstances, it is unnecessary and inappropriate to consider
changes to the Ameren MVI. 1IEC Ex. 1.0 at 15.

Moreover, changing the Ameren MV does not mean, nor should it mean, that it accurately
reflectsthe vaue of power and energy in the CILCO serviceterritory. Thereisno dispute the Ameren
MVI is unique and specific to matters relating to the Ameren companies and their service territories.

For example, the market pricefor on and off-peak power isdetermined by forward contractsfor power

10



and energy ddivered into theInto Cinergy hub. The Ameren MV includesalocationa bas sadjustment
and specific customer dassfications and aload profile for each customer classfication. See Ameren
Petition, Rider MVI - Market Vaue Index of Power and Energy, ICC Docket No. 02-0656.
Therefore, there is no critical need to refine the Ameren MVI for purposes of Ameren Corporation
sdling wholesale power into the CILCO service territory.

However, if the Commission was to direct Ameren to make certain changesto its MV taiff,
even though that tariff will have no gpplication to ddlivery service customers in the Ameren sarvice
territory until at least May, 2005 and maybe not even then, it should direct Ameren to file a tariff
incorporating those changes on January 1, 2005 to be effective uponMay 1, 2005, assuming Ameren
elects to restore the CTC and offer PPO service at that time. Under such an approach, Ameren and
its customers will know well in advance the exact MV methodology which will be applicable in the
Amerensarviceterritories. Such MVI methodology will have the benefit of nearly two years experience
with the new MV tariffs of 1P and ComEd. Further, the evidentiary record in this proceeding will not
be wasted.

Also, assuming the Commission retains the placeholder for potentid RTO costs for Ameren,
(Proposed Order at 19), should eliminate the capacity adder for Ameren discussed above.  Capacity
requirements proposed by MISO and any other RTO can bereflected in the Ameren tariff through the
placeholder mechanismwhen and if Ameren reingtatestrangtion charge recovery and PPO service after
May 2005. Amerenitsaf hasnoted that its proposal for acapacity backed adjustment already captures
dl known generation-related RTO imposed costs. See Proposed Order at 19. If the placeholder is

adopted for Ameren the Proposed Order’ s adoption of a capacity charge of $205.15 per MW/day
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should be rgjected. The insertion of a placeholder into the Amerentariff would dlow Ameren and the
Commissionto reflect the gppropriate capacity charge in May 2005 when and if Ameren reingtates its
trangition charge recovery and PPO service. To include such a charge in its MV tariffs a thistime
would beinappropriate sincethisva ue may change based upon decisionsmade by M1SO between now
and May 2005. In addition, it not is necessary to reflect the capacity charge in the Ameren tariff at this
time since the tariff will not apply to customersin the Ameren service territory until and unless Ameren
reingates trangtion charge recovery and PPO service.

B. Suggested L anguage

The conclusioninthelast full paragraph at the bottom of page 16 of the Proposed Order should
be eiminated and the fallowing language inserted in its place:
5. Conclusion

“The Commission finds that Ameren’s use of a capacity vaue for the
MV cdculationisnot reasonableat thistime. The Commisson agrees
that because Ameren has diminated or isin the process of diminaing
its trangtion charge and PPO sarvice within its service territory, there
isno immediate need to modify itsMV 1 to reflect such an adder. Also,
given the Commission’s decison to authorize a “placeholder” for
capacity requirements imposed by RTO and given the fact that
Ameren's MVI taiffs will not be gpplicable to ddivery service
cusomersin its service territories until May 2005 at the very earliedt,
the Commisson does not deem it necessary to include a specific
capacity vaue in the Ameren MV tariff at this time. Therefore,
Ameren’s proposal to include a capeacity vaue in the caculation of its
market value will not be adopted at thistime.

The Commission findsthat IP s use of acapacity demand credit is not
reasonable a thistime. The Commission agreeswith IIEC that IP has
not judtified or adequately explained the credit. IP's initid case
recommended a CDC of $9.00 per kW and in its rebuttd case it
offered a CDC of $12.00 per kW. In neither ingtance did IP explain

12



how the credit was quantified or offer sufficient evidence to judtify its
implementation. Therefore, such a credit will not be adopted at this
time and the previously approved 0.061 cents per kW adder for
planning reserves established in Docket No. 00-0259 et d., and for
which1P has offered no valid reason for deletion, shdl be maintained.”

In the dternative, if the Commission dects to make this adjustment applicable to Ameren, the
conclusoninthelast full paragraph at the bottom of Page 16 of the Proposed Order should be modified
by adding the following language to the paragraph:

5. Concluson

“The Commission directs Amerento file anew MVI tariff on or after
January 1, 2005 to be effective June 1, 2005, in the event Ameren
elects to collect a CTC and restore PPO service effective June 1,
2005. The tariff should reflect the capacity charge of $205.15 per
MW!/day discussed above or the charge then specified in Schedule 4A
of the gpplicable Open Access Transmission Tariff as well as the
market vaue of other adjusment made applicable to Ameren in this
Order.”

[11. Incluson of “Placeholder” for Potential RTO Cost (e.g. Capacity Adjustment)

A. Argument

The Proposed Order concludes the utilities have not adequately addressed how PIM/MISO
capacity requirements will be incorporated into their MVI models. Therefore, it concludes it is
appropriateto direct the utilitiesto include aplaceholder intheir MV tariffsfor the PIM/MISO charges
that impact the cgpacity valuein the utility’ sMVI filings. 11EC has addressed thisissuein the arguments
medeinitsinitia brief. (I1EC Initid Brief at 11-12). It will not repeet its arguments. However, I1EC
respectfully disagrees with the Proposed Order’ s recommendations and request the Proposed Order

be modified to diminate the placeholder requirement for Ameren and IP if the Commission adopts
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capacity backed adjustments for these two utilities.

Firgt, if the Commission orders capacity backed adjustments for each of these two utilitiesand
at the same time creates a placeholder for capacity backed adjustments associated with PIM/MISO
capacity requirements, it could lead to double counting.

Second, the Commission has previoudy rejected thistype of approach initsorder inIP smore
recent delivery service case. There, the Commission regjected a placeholder proposed by IPfor items

“. .. that could change in unknown ways in the future.” 1llinois Power Company, |CC Dkt. No. 01-

0432, Order at 115 (March 28, 2002). Certainly the treatment of the capacity issue by PIM/MISO
isunknown a this time. Therefore, the use of a placeholder should be rgected, as it was rejected in
the IP ddlivery service case.

Fndly, to the extent thefloating MV 1 adder proposa isadopted for IP, it, by design, will adjust
upward to capture any costs imposed on RESs that prevent them from competing againgt the PPO.
Hence, such a placeholder would be redundant. 1P witness Peters noted that the Commission had
previoudy rejected theincluson of aplaceholder in IP slast delivery service order. 1P EXx. 2.1 at 40.
He dso noted that the argument for the placeholder is framed and referenced to policies related to
designation of network resources by both RESs and utilities. He noted that IP would soon join the
Midwest 1SO and that organization’s current policy regarding the designation of network resourcesis
amilar to that of 1P in that both require physica resourcesto be identified. He stated he was unaware
of any potentia changein that policy and, therefore, aplaceholder was not judtified in thisingtance. He
further opined that the floating adder concept made such a placeholder moot. 1P Ex. 2.1 at 40-41.

Therefore, aplaceholder for 1P is not necessary.
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B. Sugoested L anguage

The conclusion in the third full paragraph on page 19 of the Proposed Order should be
eiminated and the following language inserted in its place:
6. Concluson

“In the ingtant proceeding, the Commisson does not beieve it is
appropriatetoincludeaplaceholder. Thefuture capacity requirements
of PIM/MISO are uncertain & this time. These requirements could
changeinunknownwaysinthefuture. If circumstanceschange, IPand
Ameren are free to request a change in ther MVI taiffs to
accommodate the RTO capacity requirements. The record indicates
that PIM capacity policieswill likely beimplemented during themiddle
of the firs Period A MVI proposed in ComEd's current filing.
Therefore, a placeholder for ComEd will be appropriate. The
Commission thus directs ComEd to take steps at thistimeto includea
placeholder in its MVI tariffs for PIM changes that impact capacity
values. IPand Ameren arefreetofilefor changesin their MVI tariffs
when and if such requirements are established for MI1SO.”

V. Odd Lot Adjusment

A. Argument

The Commission concludesthat odd lot costsexist and proposed that both Ameren and ComEd
MV taiffs be adjusted upwards by $0.55 per MWh. Proposed Order at 21. 1IEC hasnot previously
addressed thisissue, but believes that such an adjustment is ingppropriate with regard to Ameren. It
is premature and unnecessary given the fact that Ameren will not be collecting a trangition charge or
offering PPO service until at least May, 2005. Therefore, it is not necessary to modify Ameren’s
current MV tariff to reflect such an adjustment.

However, if the Commission wishesto direct Ameren to make such an adjustment, it should do

so by directing Ameren to fileamodified MV tariff on or after January 1, 2005 to be effective on June
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1, 2005 and said tariffs should incorporate this adjustment, in the event Ameren seeks to collect a
trangtion charges and offers PPO service.

B. Suggested L anguage

The conclusion in the second full paragraph on page 21 of the Proposed Order should be
modified to reed asfollows:
4. Concluson
“The Commission finds that an odd lot costs do exist and it proposes
that-beth theAmererrand ComEd MV tariffs be adjusted upward by
$0.55 per MW.”

V. Salesand Marketing Expense Adjustment

A. Argument

The Proposed Order recommends that the Commission agree with the proposd of the RES
Coadlitionto alocate sdes and marketing expense on aper KWh basisrather than acustomer case basis
among the various customer classes. This would result in a uniform adjustment of 0.026¢ per kWh
market vdue. The Commission proposes that ComEd and Ameren modify their tariffs to reflect this
change. Proposed Order a 30 1EC did not addressthisissue previoudy. However it disagrees that
this adjustment is appropriate for Ameren. It further recommends that even if the floating adder
approachfor IPisrgected, thisadjustment would not be appropriatein the context of the IPM V| tariff
as it not an IP-specific value. Any such adjustment to the Ameren MVI case is premature and
unnecessary for the reasons stated above, and because it is not an Ameren-specific vaue. See RES
Codlition Initial Brief at 35-37.

However, if the Commission wishesto direct Ameren to make such an adjustment, it should do
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so by directing Ameren to fileamodified MV tariff on or after January 1, 2005 to be effective on June
1, 2005 and said tariffs should incorporate this adjustment, in the event Ameren seeks to collect
trangtion charges and offer PPO service.

B. Sugoested L anguage

The concdluson in the last full paragraph a page 30 of the Proposed Order should be modified
to read asfollows:
4. Concluson

“The Commission agrees with the proposal set forth by the RES
Codition and finds that a uniform adjustment of 0.026¢ per kWh for
ComEd iswarranted. The Commission proposes ComEdana-Atneren
modify ther its tariffs to reflect this change.”

In the dterndtive, if the Commission rgects IP s MOU and eects to require such an adjustment for
Ameren, thelast full paragraph at page 30 of the Proposed Order should be modified to read asfollows:
4. Conclusion

“The Commission agrees with the proposa st forth by the RES
Coadition and finds that a uniform adjustment of 0.026¢ per kWh is
warranted. The Commission proposes that ComEd modify its tariffs
to reflect this change. The Commission further proposes that IP
develop a corresponding adder reflection of its unique costs and fileiit
for review andincorporationinto |P snew MV tariff. Said adjustment
is premaiure and unnecessary for the Ameren MVI tariffs since
Ameren will not be collecting a trangtion charge or offering PPO
service until May, 2005 or later.”

VI lliquidity Adjustment

A. Argument

The Proposed Order finds there should be an illiquidity adjustment of $0.88 per MWh as a
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datic adjustment. Proposed Order at 35. 11EC did not previoudy addressthis adjustment. However,
it recommends the Proposed Order be modified so that the adjustment is not applicable to Ameren.
Asnoted above, the Ameren MV tariff will not be gpplicableto delivery service cusomersinitsservice
territory until at least May, 2005 and possibly longer. Ameren is surrendering or will surrender itsright
to recover CTCsand will no longer offer PPO serviceto those customers. Thereforeit is unnecessary
and premature to amend the Ameren tariff to reflect this adjustment.

However, if the Commission wishesto direct Ameren to make such an adjustment, it should do
so by directing Ameren to fileamodified MV tariff on or after January 1, 2005 to be effective on June
1, 2005 and said tariffs should incorporate this adjustment, in the event Ameren seeks to collect
trangtion charges and offer PPO service.

B. Suggested L anguage

The conclusioninthefourthfull paragraph at page 35 of the Proposed Order should bemodified
to read asfollows:
e Conclusion

“The Commission findsthat there should be anilliquidity adjustment of
$0.88 per MWh as static adjustment. The Commission agreesthat the
Cinergy hub is more liquid than the Illinois market for both pesk and
off-peak productsand acertain illiquidity differentid exissswhen usng
the Cinergy hub asaproxy. Using the Cinergy hub as a proxy makes
it necessary to have an illiquidity adjusment to the basis differentid.
The Commission proposes that ComEd ane-Ameren modify ther its
tariffs to reflect the change.”

In the dternative, if the Commission wishes to require Ameren to make such an adjustment, the

fourth full paragraph at page 35 of the Proposed Order should be modified to read as follows:
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E. Conclusion

“The Commission findsthat there should be anilliquidity adjustment of
$0.88 per MWh asstatic adjustment. The Commission agreesthat the
Cinergy hub ismore liquid than the Illinois market for both peak and
off-peak productsand acertain illiquidity differentid exissswhen usng
the Cinergy hub asaproxy. Using the Cinergy hub as a proxy makes
it necessary to have an illiquidity adjusment to the basis differentid.
The Commission proposesthat ComEd and Ameren modify therr tariffs
to reflect the change. The Commisson directs Ameren to reflect this
adjustment in the MV tariffs to be filed on or after January 1, 2005
and to be effective June 1, 2005, in the event that Ameren eects to
collect a CTC and restore PPO service effective June 1, 2005.”

VIl Floating Adder

A. Argument

The Proposed Order adopts the floating adder approach set forth in the IP MOU between it
and various RES parties. |P Ex. 1.9; Proposed Order at 50-52. The Proposed Order suggests a
number of reasonsfor adoption of theMOU. Fird, it reasonsthat the Commission may lawfully adopt
the floating adder approach. Second, it suggests this gpproach will reducetherisk that MVECswill be
too high or too low. Third, it opinesthe MOU is asettlement by some of the parties and supported by
the evidence. Fourth, it reasons the MOU baancestherisk of not implementing the methodol ogy with
the risk of customers potentialy losing PPO as a competitive supply option. Fifth, it suggests P could
suspend trangtion charge recovery, as Ameren has, and customers would lose the PPO without any
affirmative commitment of suppliers to register and undertake marketing activities in the IP service
territory.

The Proposed Order’ s suggestion that the floating adder is supported by applicable case law

and derived from amarket-based index are not well founded. The Proposed Order failsto identify the
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case law upon which it relies or to provide an andyss of such law. To the best of IIEC’ sknowledge,
there are no specific lllinois Appellate or Supreme Court cases endorsing or adopting the floating adder
approach as it relates to calculation of market value. In fact, the Commission has not previousy
adopted such an approach. Further, cases cited by the RES Coadlition, in their reply brief, in support
of thefloating adder, are cited for the purpose of supporting that portion of the MOU which would have
assigned to Staff the role of determining when upward movement in the adder should be suspended.*

See RES Codition Reply Brief a 30, citing Hoardwood, Inc., v. Department of Public Aid, 175

I11.App.3d 432,529 N.E.2d 1009 (1* Dist. 1988); Board of Trusteesv. IllinoisL abor Relations Board,

173 I1l.App.3d 395, 527 N.E.2d 538 (4" Dist. 1998); Citizens Utility Board v. lllinois Commerce

Commission, 275 I1l.App.3d 329, 655 N.E.2d 961 (1% Digt. 1995)).
The RES Codiition citesone casein support of its suggestion that the Commission may establish

“rate parameters’. Thisis the Citizens Utility Board case. However, even the RES Codlition admits

that thelanguage from the case upon whichit rdiesisdicta. See RES Codition Reply Brief at 34. Thus,
it is not a controlling factor in the ultimate conclusion reached by the appellate court. Therefore, there
are no cases specificaly supporting or authorizing the adoption of the floating adder.

Further, even the language in the Citizens Utility Board case relied upon by the RES Codlition

isnot supportive of the conclusion that afloating adder can belegally adopted by the Commissoninthis

proceeding. The Citizens Utility Board case referenced a decision fromaVirginiacourt dlowing rates

“4l1EC would also note the Proposed Order suggests that the Commission adopt an
dternative procedure for determining whether the floating adder will increase or decrease. Proposed
Order at 51-52.
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to fluctuate in accordancewith the price of gas. Thiswould be equivaent to a purchased gas adjustment
dauseinlllinois. However, there are important differences between that situation and the case a bar.
Firg, it should be noted that the Virginia court relied upon the fact that the wholesdle cost of naturd gas
wasfixed by federa authority. Further, theclausein question was designed to reflect not only increases,

but decreasesin thewholesde price of gasand provided for customer refunds. See Norfolk v. Virginia

Electric Power & Co., 197 Va. 505, 511-512, 90 S.E.2d 140, 145 (Va 1955). Inthe case at bar,

there has been no quantification of the codts reflected in the adder and there is certainly no indication
that any of the costs reflected in the adder have been approved as just and reasonable, etc., by another
regulatory agency. Nor isthere any provison for refunds to customers.

The Proposed Order concludesthat the floating adder approach addressesthefact that market
vaues will be too high or too low. Proposed Order at 50. However, because the adder is not a
function of change in the cogst of power and energy, but rather afunction of customers load switching
to and from PPO and RES sarvice, it will only be pure coincidence if it happens to produce a market
vaue reflecting accurately the market value of power and energy which IP sdlls and cusomersiin its
sarvice territory buy. As even lllinois Power admits, market vaue of power and energy cannot be
measured by customer switching. See IP Reply Brief at 17.°

The floating adder does not baance the risk of customers potentialy losing PPO as a

competitive supply option. All the RESs promise to do under the terms of the MOU isto register to

°At page 17 of its Reply Brief |P suggests that market vdue“. . . iswhat it isand certainly
does not vary depending on whether a customer chooses RES or PPO.” However, changes to the
floating adder in IP s gpproach arein fact afunction of customer switching.
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do businessinthe | P serviceterritory and conduct marketing. They arenot obligated to offer or provide
any service of any kind. In contragt, IP is required to provide the PPO as a competitive option to
customers paying trangtion charges. Thus, customers are asked to surrender a competitive supply
option that must be offered to them in return for the promise that RESs will register and conduct
marketing activities. Thisisanimbaance, not abadance.

Further, as noted a page 9 in the Commission’s “Assessment of Competition in the Electric
Industry” (2003), (the “ Assessment”) is 2002, only 16 of IP s customers were taking RES supply and
976 customers were on PPO. Therefore, the potential for losing PPO as a competitive option is
relaively large and hardly representative of a balanced approach.

Fndly, thereisno evidencein the record which suggests or impliesthat IPwill give up theright
to recover trangtion charges. See Proposed Order at 52. Indeed, |P has securitized portions of its

future revenue stream. See lllinois Power Company, 111.C.C. Dkt. No. 98-0488, 1988 IIl. PUC Lexis

811 (September 10, 1998). Therefore it is highly unlikely that IP will give up the right to recover
trangition charges before the end of the mandatory trangition period. See Peters Tr. 311. However, if
IPwould do so, it would certainly be astep in the right direction to encouraging true competitioninits
sarviceterritory. Further, one must wonder why 1P would give up itstransition charge, whenit can both
retain the trangition charge and drive customers off the PPO & the same time, through the use of the
floating adder approach. [P will be able to haveits cake and et it too under such acircumstance. It
has no incentive to give up the trangtion charge.

The suggestion that the MOU is asettlement iscorrect. Proposed Order at 51. However, the

suggestion that it is supported by evidence and based upon a market index are not correct. |P has
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argued the MOU was reached among partieswith disparateinterests. |PReply Brief a 9. Thefact that
the MOU is supported by one or more partiesisnot in and of itself evidence of the validity or accuracy
or reasonableness of the particular values or numbers st forth in the MOU.

Thefact that MOU vaduesfdl within arange of numbers, which themsdves have no reasonable
support or basisin the record, is not evidence of their validity, accuracy or reasonableness. Proposed
Order a 51. For example, IP was not able to justify the $9.00 per KW-year CDC in its direct
testimony. See lIEC Initid Brief a 6-8; IIEC Reply Brief at 6-8. While the RES Codlition, as noted
inSection I1. A. 1. above, smply pulled the $18.00 per KW-year for its capacity backed adder out of
thinar.

In addition, the floating adder itself gpparently reflects costs which the Proposed Order
determines elsewhere are ingppropriate additions to market vaue. For example, the RES Codition
argues that the floating adder will take the place of adjustments to reflect costs associated with such
things as*“imbaancerisk management.” RES Codlition Reply Brief at 32; RES Codition Ex. 4.0 a 63.
It also appearsto argue that the floating adder will reflect capacity costsaswell. RES Codition Reply
Brief at 33. However, the Proposed Order regjects an adjustment to market vaue to reflect imbaance
costs because they are ddivery service cogts. Proposed Order at 12. Therefore, this artificia adder
gpparently reflects cogts that are otherwise inappropriate for inclusion in market value.

Fndly, no party has offered any evidence which suggests that the values in the MOU are
somehow a function of an exchange traded or market traded index. They obvioudy are not.

The Proposed Order aso rejects I IEC’ s recommendation that PPO customers be protected

from the effects of the floating adder. Proposed Order a 52. [IEC addressed thisissue in its initid

23



brief. 11EC Initid Brief at 20-21. The Proposed Order suggests that market value should not be
intentionaly understated for the sole purpose of preserving PPO digibility. 11EC respectfully responds
that it has not suggested that market vaues beintentiondly understated. However, when amarket vaue
approachincorporates costs, which are not otherwise deemed appropriatefor inclusonin market value,
asthe MOU does, it is difficult to see how market values under this approach are anything other than
intentionaly overstated. Further, the intentiona overstatement will have the effect, dl ese equd, of
depriving customers of PPO as a competitive supply. ItislIEC's argument that market vaue should
not be intentionaly overstated for the purpose of alowing RESs to compete with an option, which has
been and will likely continue to be the most viable competitive supply option in the | P service territory
or to smply deprive customers of such option.

The Proposed Order suggests that it hasregjected || EC' s approach because customersrun the
risk of being indigible or PPO service under the statutory structurein any event. Whilethismay betrue,
it is not correct to assume that the statutory structure referenced envisioned a Situation where market
vaueswere artificialy increased to discourage the use of the PPO. TheMOU, by design, contemplates
movement of customer load, on ardative basis, from PPO to RES supply.

If IPwastruly intending to encourage compstitioninitsserviceterritory, it could do so by smply
eiminating the trangtion charge, which has been identified as a barrier to competition.  Assessment at
19. It could make the terms and conditions of its bundled service more conducive to customer choice,
by alowing a SC 24 customersto leave SC 24 service on less than one year’ s notice thereby making
the multi-year market value a viable option for such customers. Also, it could release the 1332

customersit currently has on “ competitive supply contracts,” to take ddlivery service. See Assessment
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at 10.

IIEC offered two mechanisms to protect PPO customers. The first would be to utilize Rider
MVI (current) for PPO application and Rider MVI-I1 (1P proposed) for RES supply applications.
Alterndtively, IP could smply offer PPO service to dl ddivery service customers requesting it
(irrespective of trangtion charge levels). In both ingances, RESs would have a better chance of
competing againg the PPO in light of the higher MV and lower transition charges necessarily produced
under the MOU.

For al these reasons, the Proposed Order should be modified to require IP to protect PPO
customers from the adverse effect of the floating adder approach, or, in the dternative, to regject the
MOU.

B. Suggested L anguage

The language in the conclusion, at the bottom of page 50 through thefirst full paragraph on page
52 of the proposed order, adopting IP s MOU should be deleted and the following language inserted
inits place:

F.  Concluson

“While the fl oating adder gpproach has some merit, application of such
an gpproach without modification would not be gppropriate in this
case. The Commisson is concerned about the legad problems
identified by Staff and IIEC in regard to this approach. The
Commisson is also concerned by the fact that the approach appears
to be arbitrary and has the potentid to include cogts in market vaue
whichthe Commission has determined are otherwise ingppropriate for
induson. The fact that RESs have committed to register to do
business and to initiate marketing activities in the IP sarvice territory
does not in and of itself demongrate there is a baance in the IP
proposal to the risk of customers losing the most viable competitive
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supply option now in existence in the IP service territory. The
Commissionisaso concerned that the valuescontained inthelPMOU
will not be fully supported in the record.

However, if IPwill undertake one of the gpproaches recommended by
I1EC, to protect PPO customers from the potentialy adverse effects
of thefloating adder gpproach, the Commissonwill reluctantly approve
the MOU. However, the Commission intends to closely monitor the
gtuation and revist theissue if warranted”

In the dternative, if the Commission rejects the proposa to protect customers, the language in the
conclusionon page 50-52 of the Proposed Order should be deleted and the following languageinserted
initsplace:

“While thefl oating adder gpproach has some merit, application of such
an approach without modification would not be gppropriate in this
cae. The Commission is concerned about the lega problems
identified by Staff and IIEC in regard to this approach. The
Commisson is also concerned by the fact that the approach appears
to be arbitrary and has the potentid to include cogts in market vaue
whichthe Commission has determined are otherwise ingppropriate for
inclusion. The fact that RESs have committed to register to do
busnessand to initiate marketing activities in the IP sarvice territory
does not in and of itself demondtrate there is a baance in the IP
proposal to the risk of customers losing the most viable competitive
supply option now in exisence in the IP service territory. The
Commissionisaso concerned that the valuescontained inthelPMOU
will not be fully supported in the record. Therefore the Commission
rejects the use of the MOU at thistime.”

VIl Availability of Multi-year Market Value Contracts

A. Argument

TheProposed Order rgjectsl I EC’ srecommendati onthat multi-year market valuesbeca culates
on abi-monthly basis. Proposed Order at 57. [1EC witness Stephensnoted that |P calculatesitssingle

year market valuessix times per year but proposed to of fer multi-year market vauesonly once per year.
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He further noted that as aresult only customers whose anniversary date happens to fdl in January or
February have the opportunity to directly compare and choose between the single year market vaue
and the multi-year vaue (and associated transition charges). [IEC Ex. 1.0 a 4. Hefurther noted that
| P had offered no explanation for offering multi-year market va ues once per year initsdirect tesimony.
[IECEX.1.0at 5.

Inthe rebutta phase of the case | P argued that it wasingppropriate to offer the multi-year value
more than once per year because the availability of data (actual trades) to support the multi-year
cdculation waslimited and most likely to be available in December of each year. IP Initid Brief at 24-
25. Further, IP suggested it was not important or reasonable for customersto be able to compare the
multi-year option and one year option. See IP Reply Brief at 21. Findly, it suggests that because the
actud offering of the multi-year market va uewould be afunction of the availability of dataand datawas
best available in December of each year, it was more likely that |P would actudly caculate multi-year
market vauesto be gpplicable in the January and February billing period and, thus, more likdly that the
multi-year market value option would be available to alarger number of customers than under the bi-
monthly approach recommended by I1EC, when data might not be readily available. 1P Reply Brief a
21-22; Proposed Order a 54. The Proposed Order appears to rely on these arguments in reaching
its recommended conclusion. However that reliance is misplaced.

Firgt, the Proposed Order has correctly directed | P to establish a data hierarchy smilar to that
used for single year market vaues which are caculated on a bi-monthly basis. To the best of IIEC's
knowledge, 1P has never failed to caculate amarket vaue on abi-monthly basis. Inaddition, contrary

to IP's suggestions, in its arguments in response to I1EC, the record demonstrates that data for
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cdculaion of multi-year market vauesis available on adally basisin industry pricing publications such
asPatts. Blackburn Tr. 244-245; McNeil Tr. 589 . P usesthe datafrom Plattsto cal culate the multi-
year market vaue in the firg ingance. Blackburn Tr. 243. Findly, contrary to the suggestion by IP
(Proposed Order at 54) it isnot necessary for such valuesto be available every day of theyear. 1P only
aurveys the market for 10 business days, Six times per year to cdculate its single year market vaues.
IPEx. 1.7 at 4 of 9 and 8 of 9. IP needs only one valid forward market data point in each sngpshot
period to have avaid forward price for use in caculating multi-year MVIs. Thus, concernsthat using
the bi-monthly approach will result in fewer customers having multi-year market vaue options would
be misplaced.

Further, P sgpproach isathinly disguised method of actudly limiting the number of customers
who have the multi-year option, not expanding it. As IIEC pointed out, for al intents and purposes,
current SC 24 customers will not have this option until 2005. See Proposed Order at 58. Further, as
noted by I1EC and RES Coadlition witnesses, aswell as ComEd witnesses, customerswould prefer and
would expect to be able to compare the multi-year option with the one year option for market values.
IIEC EX. at 4-5; See McNell at 596-597. In response |P suggestsit is not necessary for customersto
be able to make such comparisons. |P Reply Brief at 21-22. 1P spaodition istruly ironic. On the one
hand it wishes to make artificid additions to market value in order to enhance competition (drive
customers off the PPO) and on the other, it argues, it isnot necessary or desirable for customersto be
able to comparethe pricing componentsof variousoptions, initsverson of the competitivemarket. The
inability to make such comparisons will, in IEC’s opinion, make it less likely the cusomers will eect

the multi-year option.

28



IP aso argued because it will not publish multi-year vaues that extend beyond the end of the
mandatory transition period, itsannual approachissomehow preferableto [EC’ sbi-monthly approach.
IP’ sargument isnonsense. Firgt, doesanyone doubt that | Pintendsto collect trangition chargesthrough
the end of the mandatory trangition period? If it does, it will be necessary for it to cdculate Sngle year
market vauesin each of the bi-monthly periods through the last year of the mandatory transition period
inorder to collect such charges. Customerstaking ddivery serviceduring thelast year of the mandatory
trandtion period will inevitably have supply contracts from RESs which extend beyond the end of the
mandatory trangition period and the one year period for which the market vauein thelr trangition charge
formula was cdculated or will have truncated single year MV s, to coincide with December 31, 2006.

Thus, there will dways be a mismatch between supply contracts and trangition charge recovery. In
addition, under 11EC' s proposal, customerswould be ableto enter into multi-year contracts consistent
with their anniversary period for delivery service. Customers taking the multi-year option after July 1,
2003, (the effective date of 1P stariff), would be able to have two year or three year contracts ending
July 2006. Customers taking service in July 2004 would be able to take a two year contract or a
contract running through the duration of the trangition period.

The Proposed Order should be modified to adopt I1EC’ s bi-monthly approach.

B. Suggested L anguage

The conclusion in the third and fourth paragraphs on page 58 should be deleted and the
following language inserted in its place:
3. Concluson

“The Commission firgt observesthat, as with many other issuesin this
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proceeding, thisis one that has no easy resolution. The Commission
believesitisimportant for cusomersto be able to compare the pricing
components of the various options. The IP gpproach does not lend
itsdf to this and further, the IP approach has the practica effect of
limiting the ability of current bundled service customerson SC 24 from
taking the multi-year market vaue option prior to 2005 because of the
one year notice period for termination of service under thet rate. If IP
were to dlow customers on SC 24 to terminate service on 30 days
notice, the Commission would be less concerned about the impact of
IP s annua approach. However, since |P has been adamant against
this in the past(See Order Dkt. No. 01-0432 at 123-5), the
Commission will adopt I1EC's bi-monthly approach since it gives
customers greater flexibility.”

IX. Market Value Adder Based on L ength of Contract

A. Argument

The Proposed Order rejectsthe use of an additional adder to market value based on the multi-
year market value approach. Proposed Order at 68. 11EC addressed thisissueinitsInitial and Reply
Briefs. [IEC Initid Brief at 24-26; I|EC Reply Brief at 23-24. 1t eectsto rely upon those arguments
in the context of its brief on exceptions.

B. Sugoested L anguage

The conclusion in the third and fourth full paragraphs on page 68 of the Proposed Order should
be ddleted and the following language inserted in its place:
7. Concluson

“The Commission finds arguments in support of the additiona adders
for the multi-year market vaue to be persuasive. Therefore, utilities
offering the multi-year gpproach should incorporate them into their
multi-year market val uetariffs, cons stent with I1EC’ srecommendetion
avaue of 1 mill per kWh for 2 year contracts, 2 mill per kwh for 3
year or more contracts.”
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X. |PRider ISSand IP Real Time Pricing Rate

A. Argument

The Proposed Order adopts the suggestion that 1P’ s Rider 1SS should be made available to
customers who dect the multi-year market value option and subsequently lose their supplier. It dso
rejects P s suggestion that it should have the discretion to place customers permanently on Rider ISS
or any other rate to IP's economic advantage at the end of theinitid service period under Rider ISSin
the event the customer isunable to find another supplier. The Proposed Order directs|Pto placethese
customers onthe IPred timepricing rate. Proposed Order at 71-72. Asamatter of practicality, IIEC
agrees that some provison needs to be made for multi-year market vaue customers who lose their
suppliersand are unableto obtain anew supplier. Giventhe specid circumstancesof thiscase, inwhich
IP proposed its MOU in rebuttal, with no opportunity for parties to reply, and made substantial
adjusments to the MOU &t the time of cross-examination, again without giving parties an opportunity
to conduct discovery, prepare reply testimony or otherwise anadyze dl of the potentid effectsof the IP
proposal, and given the desirability of the multi-year option, it may be necessary for the Commission to
agreeto the use of Rider ISS at thistime. However, [IEC companies would prefer the option to take
any applicable bundled service rate in the event they lose or otherwise are unable to obtain a supplier,
just as they are able to do now under the single year market vaue. Since IP is making such service
avalableto sngleyear MVI customersit can and should make it available to multi-year customers until
the Commission can otherwise address the issue.

The use of the real timepricing rate, per se, to the best of 11EC’ sknowledge was not suggested

by any witnessin this proceeding, nor wasit suggested in the context of briefsfiled by IP, IEC, theRES
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Codlition, or the Staff.® |IEC appreciatesthat IPwill not be ableto useitsdiscretion to place customers
on the rate that | P choosesfor them. However, the decisionto usethe RTP rateto the exclusion of any
other available bundled option should be the subject of further consideration and should not be
considered fina digposition of thismatter, Since no party has had the opportunity to adequately consider
and respond to such a possibility. Therefore, I1EC recommends that the approach contained in the
Proposed Order, if adopted, be adopted as a temporary solution to this problem and that the
Commissiondirect the Staff to eva uate the Situation and report to the Commission within 60 days after
the first anniversary date of the multi-year market vaue tariff on the appropriateness and desirability of
continuing to use Rider ISS and the red time pricing rate in the manner suggested by the Proposed
Order.

B. Sugoested L anguage

Thelast full paragraph on page 71 of the Proposed Order should be modified to read asfollows:

“The Commission aso finds unacceptable, P s proposa whereby it

could choose whether a customer should remain on Rider ISS or be
placed on a bundled tariff for the remainder of the multi-year term.

Rider ISS contains a sectionentitled “term of service” to governwhen
the customer commences service on Rider 1SS and when the customer
ceases to be served on Rider ISS. The Commisson will not grant IP
ole discretion to determine under which rate classfication it will

provide service to the customer. Such matters are better stated in a
tariff. The Commission proposes that |P modify Rider ISSto provide
that in the event a multi-year trandtion charge customer is placed on
Rider ISS, the customer will be subsequently placed on IP's
appropriate bundled servicetariff, inthe event that such cusomer does
not commence service with a new RES. Because this issue was

®IEC acknowledgesthat IP' s Rider 1SS uses energy pricing elements from IP sred time
pricing rate, but thisissue relates to the period fter |SS expires.
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discussed 0 late in this proceeding, the Commission’s determination
here is not to be the find word on this metter. The Commisson will
consder inafuture casethe gppropriatefallback rate or ratesfor multi-
year market vaue customers on the |P system.

Inthe dternative, in the event the Commission el ectsto require customersto be returned to the
I P redl time pricing tariff, thelast full paragraph on page 71 of the Proposed Order should be modified
to add the following language at the end of the paragraph:

“The Commission aso finds unacceptable, IP s proposa whereby it

could choose whether a customer should remain on Rider ISS or be
placed on a bundled tariff for the remainder of the multi-year term.

Rider ISS contains a section entitled “term of service” to govern when
the customer commences service on Rider 1SS and when the customer
ceases to be served on Rider ISS. The Commission will not grant IP
sole discretion to determine under which rate classfication it will

provide service to the customer. Such matters are better sated in a
tariff. The Commission proposes that IP modify Rider 1ISSto provide
that in the event a multi-year trangtion charge customer is placed on
Rider ISS, the customer will be subsequently placed on IP's
appropriate red time pricing tariff, in the event that such customer does
not commence service with anew RES.

The Commission recognizes that the decisonof 1P to offer customers
taking the multi-year market value option adefault service of any kind
came a a point in this proceeding when parties did not have a fair
opportunity to evaluate and respond to the IP proposal or to suggest
dterndtives. Therefore, the Commission’s resolution of this issue
should not be considered as precedentid or permanent. The
Commissondirectsthe Staff to prepare areport to the Commissionon
the use of Rider ISS and the real time pricing rate in the fashion
contemplated. The report should include, but not be limited to,
identification of any problem or inequities in the use of Rider ISS and
the RTP rate and proposed solutions.”

XI. CONCLUSION

[IEC recommends the Proposed Order be modified as suggested above. 11EC's falure to
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address a particular provision or recommendation of the Proposed Order should not be considered

acquiescence in or agreement to the recommendations.

Respectfully submitted,
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