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In response to the comments submitted by the Staff of the Illinois Commerce Commission (“Staff”), Boston Pacific Company, Inc. (“Boston Pacific”), Levitan and Associates, Inc. (“LAI”), Constellation Energy Commodities Group, Inc. (“CCG”), Commonwealth Edison Company (“ComEd”), American Wind Energy Association and various AWEA members (“AWEA”) and the People of the State of Illinois (“the People”),  the Ameren Illinois Utilities (“the AIUs”)  are submitting the following reply comments.  
The AIUs’ greatly appreciate the thoughtful comments submitted by the above mentioned parties.  These reply comments are intended to build on certain concepts included in those comments.  The AIUs’ reply comments focus on the following issues:

· Starting the procurement process earlier than was the case in 2009,

· reducing the scheduled time between when bids are due and winning suppliers are notified,

· changes to the supply contracts,

· the use of longer term supply contracts,
· consideration of demand response resources,

· and, providing additional forecast data.

The AIU’s failure to specifically comment on other recommendations made by other parties during the initial comments should not be construed as an endorsement of same. .
Procurement Timeline
In their initial comments, Staff, Boston Pacific and LAI each included recommendations on the timing of the start of the procurement process or the timing of the hiring of the Procurement Administrator(s).  Both Boston Pacific and LAI are recommending that the procurement processes should start earlier in the year while the Staff suggests a specific timeline for hiring the Procurement Administrator(s), which in essence would allow the procurement processes to begin much earlier than was the case in 2009.
The AIUs’ agree the procurement process should start earlier than was the case in 2009 and that the process should include adequate time to develop and implement contingency plans if needed.  While the 2009 procurement events were successful in procuring the full quantities required by the AIUs’, that may not be the case in future years.  It is not clear to the AIUs’ that the extremely tight 2009 schedule would have provided sufficient time to discuss, develop and implement contingency plans in a situation where one or more of the products being procured were not fully subscribed.  This could result in increased price risk for the AIUs’ customers and in the case of Capacity, could result in significant penalties due to non-compliance with the Midwest ISO’s resource adequacy requirements. 
Reduce Regulatory Uncertainty due to time between bid due date and the date of ICC approval 

In their initial comments LAI and CCG each included recommendations on reducing the time between the submission of bids to the Procurement Administrator and the approval and notification to winning suppliers; in order to reduce regulatory uncertainty and the premiums associated with it.  
The AIUs’ agree that reducing the time between when the bids are due and ICC approval could reduce cost in situations where bidders add premiums to cover price perceived risks.  However, it is important to consider that bidders will add such premiums, if any, based on the scheduled time between bid due date and ICC approval, as opposed to the actual time between bid due date and ICC approval, simply because the actual approval time is not known by bidders until after the fact.  The AIUs’ also point out that during both the 2008 and 2009 procurement cycles, the ICC has taken only one day from the time they receive the confidential reports of the Procurement Administrator and Procurement Monitor to approve the results, whereas the schedule called for a two day approval period.  The AIUs’ therefore suggest that where possible the ICC approve the bid results within one day of  the confidential reports are received.  
Changes to Supply Contract/Conforming AIU & ComEd Contracts
In their initial comments, Staff included recommendations on making changes to AIUs’ supply contracts related to unsecured credit, Credit Rating Definition, and achieving consistency in credit requirements and credit support documents between AIU and ComEd.
The AIUs’ understand the benefits of implementing conforming contracts between the utilities and generally support the concept, except in cases where conformity is not possible due to specific differences between the utilities or its customers.  One example is that ComEd operates in PJM whereas the AIUs’ operate in Midwest ISO where rules and business protocols are not the same. The AIUs’ suggest that the IPA schedule a meeting(s) early in the process between the IPA, the Procurement Administrator(s), the Procurement Monitor, Staff and the utilities in order to discuss which contractual items could benefit from conformity along with other recommended contract changes.  This would provide a forum for the discussion of each proposed change, both pros and cons, and the development of a plan for implementation. 
Long Term Supply Contracts
In their initial comments the People and AWEA each included recommendations on including bids for long-term contracts.
The AIUs’ are open to considering longer term contracts but in so doing are compelled to highlight some of the issues related to having the utilities entering into such contracts.  This is an area for which stakeholder workshops may be useful to discern if these and other issues could be resolved.
1) Effect on Collateral Postings

Each of the contracts that the AIUs’ entered into over the course of the last two procurement cycles included credit provisions that requires winning suppliers to post collateral to the AIUs’ calculated as a function of the amount of product yet to be delivered.  Long term contracts could result in significant supplier collateral posting requirements.  Significant supplier collateral posting requirements could have a negative impact on supplier participation in future procurement processes.
2) Utility Balance Sheet Issues

The total value of any long term contract entered into by the AIUs’ could affect the AIUs’ balance sheets.  Credit ratings agencies often add a portion of the total value of long term contracts as debt on a utilities’ balance sheet.  Depending upon the size of the contracts and level of rating agency debt imputation, longer term contracts could have an effect on the AIUs’ credit ratings and ultimately their cost and ability to borrow to support their operations.
3) Potential For Stranded Costs
Any long term contracts entered into by the AIUs’ would create potential stranded costs for the utilities if the rate of customer switching increased beyond current expectations. 
4) Lack of Visible Market Data for Benchmarking
Lack of visible market data beyond one to two years may make it difficult to create the market-based benchmarks required by Section 16-111.5 of the Public Utilities Act (“PUA”).
Consideration of Demand Response resources
In their initial comments the People recommended the IPA should convene workshops to prepare for demand response solicitations in the 2010 procurement process.
The AIUs’ are open to considering the use of additional demand response resources and would welcome the opportunity to participate in any stakeholder process on this topic.  The following are a few topics that could be included in such a stakeholder process.
1) Ensuring that the demand response resources that are procured through the IPA process satisfy the Midwest ISO’s Module E (Resource Adequacy) Requirements

2) Ensuring that sufficient communications take place between the IPA and the utilities, who are already responsibility for procuring demand response resources under Section 12-103 of the PUA.  Lack of effective communication could lead to duplicate programs that do not produce the desired results.

3) The development of a “standard contract” for demand response resources that can be utilized in future IPA procurement processes which will allow demand responses resources to compete directly with supply side resources in a price only solicitation process. 
Additional Forecast Data 
The Staff, in their initial comments, requested that additional historical and forecast data be included in the work papers supporting their load forecasts.  This is described in items 4 through 6 of their initial comments.

The AIUs’ are open to providing such data as part of the planning process, but desire to discuss with Staff the individual data items requested, the availability of that data and whether or not some other more readily available data set would meet their needs.  The AIUs’ also desire to discuss the expectations surrounding when such forecasts should be provided because it is unclear as to whether the expectations for the additional forecasts to be provided begins July 15, 2009, which is four weeks away, or beginning July 15, 2010.   
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