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I. INTRODUCTION AND SUMMARY OF TOPICS
Boston Pacific Company, Inc. (“Boston Pacific”) appreciates the opportunity to submit these comments in response to the Illinois Commerce Commission’s (the “Commission’s”) May 22, 2015 “Public Notice of Information Hearing (Request for Comments) Concerning Electric Procurement Events Which Were Held on Behalf of Ameren and ComEd between Summer 2014 and Spring 2015” (“Request for Comments”).  Boston Pacific served the Commission as its procurement monitor for all six electric procurement events, as we have done for the Commission since 2006 and as we do for several other state commissions.
  
Overall, the Illinois procurement process for electricity products is working well and to the benefit of Illinois ratepayers.  In these comments, we provide discussion of certain parts of the process, both on parts that are working well and on others that could be improved.  
First, we provide a summary of the results of the six electric procurement events held between summer 2014 and spring 2015 (Section II).  Second, we discuss the effectiveness of holding both a spring and fall energy procurement to mitigate the uncertainty in load forecasts caused by “municipal aggregation.” (Section III).  Third, we discuss two points regarding the S-REC procurements: (a) the impact the Illinois and Adjoining state locational preference has on the cost of S-RECs; and (b) the possibility of allowing bidders to have the option to post cash as their pre-bid security rather than only allowing a pre-bid letter of credit (Section IV).  Fourth, we discuss the potential impact of certain accommodations for nuclear generation in Illinois on the procurement process (Section V).  Fifth and finally, we conclude with a preview of the procurements likely to occur in 2016 (Section VI).
II. SUMMARY OF RFP RESULTS
There were six procurement events held between summer 2014 and spring 2015 as shown below in Figure 1.
  First, in the fall 2014 RFPs solicited fixed quantity standard energy products, or “energy,” for both utilities to meet their needs for November 2014 through May 2015.  The spring 2015 energy RFPs solicited a portion of each utility’s energy needs to supply customers in the 2015-2016, 2016-2017, and 2017-2018 service years.  The spring 2015 “S-REC” RFPs solicited renewable energy credits, or RECs, from solar resources, for 2015-2016.  In this section we summarize the results of these RFPs.

Figure 1

Electric Procurement Events Held Between Summer 2014 and Spring 2015
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Fall 2014 Ameren   Energy

Fall 2014 ComEd Energy
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Spring 2015ComEd Energy

Spring 2015Ameren S-RECs
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A. Fall 2014 Energy RFPs

The Ameren and ComEd fall 2014 RFPs solicited energy to meet all of each utility’s average projected need for the November 2014 through May 2015 period, as specified in the IPA Plan and December 2013 Order.  Energy contracts were procured in 25 MW blocks for each month in peak and off-peak segments.  The energy is to be physically delivered to the utilities’ respective load zones.  The RFPs successfully procured 100 percent of the utilities’ forecasted energy need.

The average winning price for Ameren peak energy was $48.84/MWh and for off-peak energy it was $34.34/MWh, with an overall load weighted average price of $42.57/MWh.  For ComEd, the winning prices were $44.08/MWh for peak and $28.73/MWh for off-peak energy, with an overall load weighted average price of $36.39/MWh.
  The total value of the contracts signed as a result of the RFP was roughly $147 million.  NERA (the IPA’s procurement administrator) calculated market-based benchmark values based on a methodology that had already been approved by the Commission.  As required, all winning bids were priced below these benchmark values.  The Commission approved the results of the RFPs on September 26, 2014.

B. Spring 2015 Energy RFPs

The Ameren and ComEd spring 2015 RFPs solicited energy to meet all or part of each utility’s forecasted need for the three service years from June 2015 through May 2018, as specified in the IPA Plan and December 2014 Order.  As in the fall 2014 RFPs, energy contracts were procured in 25 MW blocks for each month in peak and off-peak segments.  The energy is to be physically delivered to the utilities’ respective load zones.  The RFPs successfully procured 100 percent of the utilities’ stated energy need.

The average winning price for Ameren peak energy was $38.20/MWh and for off-peak energy was $28.02/MWh, with an overall load weighted average price of $33.54/MWh.  For ComEd, the winning prices were $39.51/MWh for peak and $25.72/MWh for off-peak energy, with an overall load weighted average price of $33.28/MWh.
  The total value of the contracts signed as a result of the RFPs was roughly $520 million.  NERA – the IPA’s procurement administrator – calculated market-based benchmark values based on a methodology that had already been approved by the Commission.  As required, all winning bids were priced below these benchmark values.  The Commission approved the results of the RFPs on April 1, 2015.

C. Spring 2015 Solar REC RFPs

As background, the Illinois RPS requires Ameren and ComEd to procure cost-effective renewable energy credits, or RECs, for at least 10 percent of their electricity supply to serve the load of eligible retail customers for the period June 1, 2015 through May 31, 2016.  Of those RECs, at least 75 percent must come from wind, 6 percent from solar (i.e., S-RECs), and 1 percent from distributed generation (i.e., DG-RECs).  Due to successful prior REC procurements, both Ameren and ComEd had already met their overall REC target and their wind target.  However, neither utility had met the target for S-RECs or DG-RECs.  To address the S-REC deficiency, Ameren and ComEd held spring 2015 S-REC procurements.

Ameren successfully procured its targeted 30,212 S-RECs and ComEd successfully procured its targeted 49,770 S-RECs.  Winning bidders were selected in two steps.  The first was to fill the targeted number of S-RECs in the cheapest manner possible, with the caveat that bids must be under the benchmark and the budget could not be exceeded.  Assuming there was money left in the budget after the target was met, the second step was to replace as many Other State RECs with Illinois and Adjoining State S-RECs that were under the benchmark as long as the budget was not exceeded.  This resulted in about 25% of all S-RECs being from Illinois or Adjoining States.  

The cost to procure these S-RECs for both ComEd and Ameren was roughly $3.5 million, which was about 38% of the available budget.  Of that $3.5 million, just under $1.4 million was spent on S-RECs from Illinois and Adjoining States.  The average winning prices for Ameren’s Illinois and Adjoining State S-RECs was $81.23/S-REC.  For S-RECs from “Other States,” the price was significantly lower at $36.16/S-REC; combined, the average S-REC price was $45.51/S-REC.  For ComEd, the average winning price for Illinois and Adjoining State S-RECs was $63.00/S-REC.  For S-RECs from Other States, it was $35.20/S-REC.  The overall average winning price was $43.03/S-REC.  

D. Boston Pacific’s Reports and Recommendations on All Six Procurements
As the Commission’s procurement monitor, and as required by the Illinois Public Utilities Act (hereafter, along with the Illinois Power Agency Act, collectively the “Acts”), Boston Pacific provided a confidential report to the Commission that presented the procurement results and assessed bidder behavior and compliance with the procurement processes and rules for each of these procurements.  We recommended the Commission approve the results of the fall 2014 RFPs, spring 2015 energy RFPs, and spring 2015 Solar REC RFPs because: (a) the RFP processes were open, fair, and transparent, (b) the procurement events were run in accordance with the requirements of the Acts and Commission-approved rules, (c) all products solicited were procured, (d) the benchmarks were properly calculated and applied to the bids, and (e) we did not identify concerns with the actions of any affiliates of Ameren or ComEd.
III. ENERGY RFPs:  MITIGATING LOAD FORECASTING RISK
Energy is procured for Ameren and ComEd as far as three years in advance.  Because of this, quantities of energy solicited in each procurement are based on the utilities’ load forecasts.  Load forecasts are uncertain: it cannot be known in advance exactly how much energy Ameren and ComEd will need.  Factors driving the uncertainty that are inherent in all load forecasts include weather and normal load migration.  Because of this uncertainty, it is likely that the quantity of energy procured in each energy procurement will not precisely equal the quantity of energy that Ameren and ComEd will actually need.  To make up the difference, the utilities will buy or sell spot market energy in real-time, depending on whether they are under- or over-procured.

During recent years, an additional factor that has introduced significant new uncertainty to the utilities’ load forecasts is municipal aggregation.  Utilities have struggled to accurately predict how many customers will switch to an alternative retail energy supplier (ARES), or switch back to the utility.  This new uncertainty caused by municipal aggregation has led to significant, unpredicted variation between forecasted load and actual load.  Prior to mid-2014, this had led to substantial over-procurement of energy for both utilities in the RFP process.  This forced the utilities (and thus the ratepayers) to shoulder real-time pricing risk, as the utilities must sell excess energy that they did not need.
  
One example of over-procurement occurred for Ameren’s load for the June 2013 through May 2014 period.  Ameren began procuring energy for that period beginning in the spring of 2011 and planned to hold at least three procurements over the subsequent three years to fill Ameren’s need for that period.  The spring 2011 procurement was based on a forecast of Ameren’s load for that period, approximately three years in the future.  We know now that that load forecast ended up being roughly 200% higher than Ameren’s actual load during the June 2013 through May 2014 period.  The reason for this extreme error in load forecasting was unforeseen municipal aggregation that occurred after the 2011 load forecast.  As a result, Ameren procured twice as much energy as it actually needed.  
This over-procurement can be seen in the left portion of Figure 2, which shows the energy procured as a percentage of the actual energy needed to meet Ameren’s peak for a three-year period.  The goal is to get the amount procured to be as close to 100% of Ameren’s actual load as possible in each month.
  The closer to 100%, the less Ameren has to rely on real-time purchases and sales.  Ameren’s over-procurement is evident on the left side of Figure 2, which shows that it procured as much as 250% of its actual need in the June 2013 through May 2014 delivery year.

Figure 2
Energy Procured vs. Actual Need for Ameren’s Peak
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To mitigate forecast error caused by municipal aggregation, the Commission began approving procurement plans that called for semi-annual energy procurements for both utilities.  This approach reduces the uncertainty in load forecasting – including volatility in municipal aggregation – by allowing the utilities to update their load forecasts just before each procurement.  This approach should result, on average, in more accurate load forecasts used in each energy procurement, and thus a smaller chance of being significantly under- or over-procured.  
This “two procurement” approach has been successful so far.  For example, for the November 2014 to May 2015 period, ComEd’s updated load forecasts in the summer of 2014 showed that it would need to procure a significantly larger amount of energy than originally planned because of an unexpected migration of ARES customers back to ComEd.  ComEd’s ability to hold a second procurement in the fall of 2014 based on its updated load forecast allowed it to observe the unexpected customer switching, and procure additional energy to meet its higher need.  
The success of having two procurements can be seen visually in Figure 3, which shows the energy procured as a percentage of the actual energy needed to meet ComEd’s peak for the June 2014 through May 2015 period.  For this period, ComEd held several procurements beginning in 2010 to meet its need.  The orange area represents the percentage of ComEd’s peak need procured in energy RFPs held prior to the fall of 2014.  In 2014, with approval from the Commission, ComEd (and Ameren) began holding two energy RFPs per year, the second of which was held in the fall of 2014.  That second RFP was based on an updated summer 2014 load forecast which showed that a substantial amount of customers were switching back from ARES to ComEd service.  Armed with the updated load forecast, and able to conduct a second procurement, ComEd increased the amount of load it solicited in the fall 2014 energy RFP.  The light blue area shows the percentage of ComEd’s peak need procured in the fall 2014 energy RFP.  Note that the light blue area brings ComEd’s procured energy need quite close to 100% in all months.  Had it not been able to hold a second energy RFP in the fall of 2014, and instead had held just the single 2014 energy RFP in the spring, ComEd would have been under-procured.  The black line shows by how much ComEd would have under-procured in each month if it had held just one energy RFP in the spring of 2014.  For the portion above the black line, ComEd would have had to rely on day-ahead and real-time purchases in the PJM energy market. 
Figure 3
Energy Procured vs. Actual Need for ComEd’s Peak for June 2014 - May 2015

[image: image4]
While not a panacea to the uncertainty caused by municipal aggregation, holding two energy procurements each year has helped mitigate the impact of municipal aggregation on the utilities’ ability to more procure energy in an amount closer to its actual needs.  
IV. S-REC RFPs: COST OF LOCATIONAL PREFERENCE AND PRE-BID COLLATERAL
A. Cost of Locational Preference

The Illinois Power Agency Act requires an evaluation process that prioritizes S-RECs generated in Illinois or Adjoining States
 over S-RECs generated in other states.  That means if a higher-priced S-REC from Illinois or an Adjoining State is available, it is selected over a lower-priced S-REC from another state as long as (a) the higher-priced S-REC is below the benchmark price and (b) the substitution will not exceed the utility’s remaining REC budget.
  Figure 4 below shows a map of Illinois and all Adjoining States.
Figure 4
Map of Illinois and Adjoining States
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The Act’s preference for Illinois and Adjoining State S-RECs means that the total amount spent on S-RECs by Illinois ratepayers was higher than it otherwise would have been without the Illinois and Adjoining State preference.  This can readily be seen because the average winning price was $68.63 for Illinois and Adjoining State S-RECs while the price was only $35.59 for Other State S-RECs.  This shows that a $33.04 per REC premium was paid on average for this locational preference.  Going forward, we would note that the preference for Illinois and Adjoining State resources could continue to raise overall S-REC costs for Illinois ratepayers by substituting higher-cost Illinois and Adjoining State S-RECs for lower-cost Other State S-RECs.  The preference also could provide bidders with the incentive to bid higher than they otherwise would if competition among Illinois and Adjoining States resources is not sufficiently robust.

Also, we note that Illinois’ local preference could face legal challenges in the future.  In a Decision by the U.S. Court of Appeals for the Seventh Circuit related to a separate matter, the Court stated that “[a state] cannot, without violating the commerce clause of Article I of the Constitution, discriminate against out-of-state renewable energy.”
  A recent law journal article argued that in-state renewable preferences violate the Commerce Clause of the U.S. Constitution, are contrary to sound economic principles, and raise costs for the state’s ratepayers.
  While there is no imminent threat of a direct challenge to the Illinois and Adjoining State preference, these developments hint at the potential for a legal confrontation in the future.  We further note that the U.S. EPA, in providing guidance on compliance with its draft Clean Power Plan, has noted that “[s]trict in-state eligibility requirements may raise legal concerns under the Interstate Commerce Clause (ICC), which prohibits states from favoring local industry to the disadvantage of out-of-state competitors.”
  
B. Accepting Cash in Lieu of Pre-Bid Letter of Credit
Pursuant to the Commission-approved RFP rules and consistent with the Illinois Power Agency Act, bidders interested in participating in the 2015 spring S-REC procurement were required to register and pre-qualify before they could submit a bid.  As part of this process, interested bidders were required to submit a pre-bid letter of credit (LOC) in an amount equal to $10,000 or $2 per S-REC, whichever was greater.
  In addition, the LOC must be from a bank with a credit rating of at least A- from S&P or Fitch, or at least an A3 rating from Moody’s.

While LOCs are standard, it is also not unusual for bidders to be allowed to post cash in lieu of a LOC.  This may be a reasonable option to encourage more participation, particularly for S-REC RFPs.  There are at least three reasons for this.  First, cash is as good as a LOC from a qualification standpoint, so allowing cash will not reduce the quality of pre-bid collateral.  Second, cash is allowed in other jurisdictions’ procurements, including Maryland and D.C.  While the receiving utility will need to process the cash, it can and has been done, both elsewhere in other states as well as by the IPA in Illinois’ own spring 2015 RFP for Supplemental Photovoltaics.  Third, the average bid value in the S-REC procurements is generally much smaller than those in energy and capacity procurements as well as some of the bidders being much smaller.  Given the administrative difficulty that some small bidders may have in securing an LOC from a sufficiently-rated bank for such a small LOC, it would benefit those bidders to allow them to post cash instead.  
V. PROPOSALS TO SUPPORT NUCLEAR GENERATION IN ILLINOIS
There has been significant activity in recent months regarding the value and economic sustainability of nuclear generation in Illinois.  The Illinois House, for example, has adopted a resolution (HR1146) that calls for changes at FERC, PJM, and MISO to “expeditiously adopt market rules and policies, including transmission expansion rules and policies, that will ensure the continued operation” of nuclear generation in the state.  There have also been efforts at the legislature to introduce a “Low Carbon Portfolio Standard” that would provide certain low- or no-emissions, dispatchable generation resources with “low-carbon energy credits” that it can sell, similar to RECs.  There have also been efforts to get the U.S. EPA to consider nuclear generation as a way to comply with the proposed Clean Power Plan.  
To the extent that steps are taken to accommodate existing nuclear generation in Illinois, we note that the procurement process will most likely be impacted if Illinois adopts some form of a clean energy standard that would provide clean energy credits to qualifying resources.  Assuming such an approach, both Ameren and ComEd would likely have to conduct procurements for clean energy credits on a regular basis.  Those procurements could have a structure similar to the existing procurements for energy, capacity, and RECs, and would include a prequalification process whereby only resources that could meet the clean energy standard requirements can register to bid.  Whether such procurements would be run in addition to or in conjunction with the REC procurements depends on how the legislation would be written.  It also remains to be seen whether and how the Illinois rate impact limit would be applied.
Additionally, given that Ameren and ComEd are each in organized markets run by RTOs that feature wholesale capacity markets, it may be important to remember that the design of those markets is to maintain reliability—that is, to determine which units are needed to maintain reliability and which units are not.  Those that clear the wholesale capacity markets are needed; those that do not, are not.  Not all nuclear generation has cleared the wholesale capacity markets in recent auctions; however, in the most recent MISO auction, one major Illinois nuclear unit did clear.  We understand that FERC and/or the RTOs may be considering additional ways to recognize the full value of nuclear generation to the extent that such value is not currently recognized.  
Importantly, the regional solutions would likely involve a sharing of costs with states that benefit from Illinois’ nuclear generation.  However, if Illinois was to adopt a clean energy standard on its own, it will be paid for by Illinois ratepayers alone through the procurement process.  

VI. REMAINING 2015 PROCUREMENTS AND EXPECTATIONS FOR 2016 PROCUREMENTS
The number and type of procurements for electricity products in any one year can and has varied significantly through the years ranging from no RFPs to eleven RFPs since 2011.
  This variation is driven, in part, by the extent to which Ameren and ComEd have already procured electricity products relative to their forecasted needs.  Given this uncertainty, we thought it would be helpful to provide a preview of the number and type of RFPs we would expect in the next IPA Plan, which will cover 2016.  

First, however, we note that there are additional procurements still to be held in the fall of 2015.  Only five of the eleven planned procurements for 2015 have been held: (1) Ameren spring Energy RFP; (2) ComEd spring Energy RFP; (3) Ameren S-REC RFP; (4) ComEd S-REC; and (5) the IPA’s June SPV RFP.  Six more are scheduled for the fall:  (6) Ameren fall Energy RFP; (7) ComEd fall Energy RFP; (8) Ameren Capacity RFP; (9) Ameren Distributed Generation RFP; (10) ComEd Distributed Generation RFP; and (11) the IPA’s November SPV RFP.  Figure 5 below shows details on each of the eleven 2015 procurements.
Figure 5
2015 Procurements
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 The remainder of this section looks at the number and type of RFPs we may expect in 2016.  We break it down into five categories: (a) energy, (b) capacity, (c) RECs, (d) Distributed Generation RECs, and (e) Supplemental Photovoltaic.
A. Energy

Assuming the IPA and Commission agree to maintain the recent approach to hold both spring and fall RFPs for energy for both utilities, we would expect to see four total RFPs in 2016 for energy:  (1) Ameren spring, (2) ComEd spring, (3) Ameren fall, and (4) ComEd fall.  As shown in Figures 6 and 7 by the blue, red, and green bars, Ameren has already procured 50% of its forecasted energy need for 2016-2017 and 25% of its need for 2017-2018, per its spring 2015 forecasts.  Assuming a similar hedging strategy to the 2015 plan, we would expect to see a plan that calls for Ameren to procure all of its remaining forecasted need for the 2016-2017 delivery year, half of its remaining forecasted need for the 2017-2018 deliver year, and one quarter of its remaining forecasted need for the 2018-2019 delivery year.  The portion of energy need expected to be procured in the 2016 energy procurements for Ameren are shown by the white bars in Figures 6 and 7.    

We would expect to see a similar approach for ComEd, as shown in Figures 8 and 9.  Again, the white bars in Figures 8 and 9 show the portion of the expected energy need to be procured in the 2016 energy procurements.
Figure 6
Portion of Projected Energy Need to be Procured for Ameren’s Peak in the 2016 RFPs
 SHAPE  \* MERGEFORMAT 



Figure 7
Portion of Projected Energy Need to be Procured for Ameren’s Off-Peak in the 2016 RFPs
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Figure 8
Portion of Projected Energy Need to be Procured for ComEd’s Peak in the 2016 RFPs
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Figure 9
Portion of Projected Energy Need to be Procured for ComEd’s Off-Peak in the 2016 RFPs
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B. Capacity

Ameren and ComEd historically have taken different approaches to procuring capacity because they are in different RTOs.  ComEd, as a PJM member, has procured 100% of its capacity through the Reliability Pricing Mechanism, which procures capacity three years in advance.  This approach has successfully procured sufficient capacity for ComEd.  To the extent that the IPA, the Commission, and ComEd are satisfied with this historical approach, we would expect ComEd to rely on PJM’s capacity market again in 2016, meaning ComEd would not need a procurement for its capacity.
The method for procuring Ameren’s capacity has changed from year to year.  In the December 2013 Order, the Commission approved a procurement plan that did not call for any bilateral procurements and instead required Ameren to procure all of its remaining capacity needs for 2014-15 – about 180 MW – in the MISO capacity auctions.
  In the December 2014 Order, recognizing “uncertainty” in MISO capacity markets as a “valid source of concern for Ameren’s customers,” the Commission approved a plan that required a capacity procurement in 2015 that would procure 50% of Ameren’s capacity needs in 2016-2017 and 25% of its needs in 2017-2018.
   
The results of MISO’s most recent capacity auction have validated parties’ concerns about the MISO market’s ability to effectively meet Ameren’s capacity needs at stable prices.  In the most recent auction held on April 14, 2015, prices in Ameren’s zone increased to $150.00/MW-day from $16.75/MW-day in the April 2014 Auction.  Prices in Ameren’s zone were as much as forty five times higher than prices in neighboring zones and the rest of MISO, where prices ranged from $3.29/MW-day to $3.48/MW-day.
  Proposed reasons for this price spike vary, and some market participants – including the Illinois Attorney General – have filed complaints at FERC challenging the results of this auction.   Figure 10 shows results of the most recent capacity auctions in both PJM and MISO for Illinois utilities.  
Figure 10

Recent PJM, MISO Capacity Market Results for Illinois Utilities
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For our purposes of considering impacts on next year’s Ameren capacity procurements, we would make four points about MISO’s capacity market.  First, unlike PJM’s capacity market, MISO’s is a one year forward market, not three years, which could stoke even more price volatility than that observed in the PJM capacity market.  This is because load-serving entities like Ameren have less time and flexibility in a one-year forward market to meet capacity needs.  Second, MISO’s is a young market that has endured significant changes since its inception.  Third, like PJM’s capacity market, the MISO market provides only one-year contracts for capacity, which some have argued are insufficient to maintain resource adequacy and encourage efficient investment.  Fourth, there are allegations that at least one supplier has market power in Ameren’s zone and that MISO rules allowed for the exercise of that market power, which, if true, would allow that market participant(s) to artificially raise prices for Ameren’s customers.

These issues highlight the inherent uncertainty surrounding the MISO capacity market, which may be best approached by the Commission with caution by hedging Ameren’s exposure to the MISO auctions.  Specifically, it may be prudent to not rely fully on the MISO capacity market for Ameren’s capacity needs until the market has matured and any market power issues have been ferreted out and addressed.  The bilateral procurement process for capacity has been successful in the past and can be part of a successful procurement strategy in 2016, if not beyond, during this interim period.  Importantly, the structure of the bilateral procurement process also helps prevent the exercise of market power that may occur in MISO’s capacity markets.  The MISO capacity market requires that a certain percentage of capacity must come from resources within a particular zone.  This so-called “Local Clearing Requirement” mandated that 85% of Ameren’s capacity zone be supplied by resources within that zone.  Complainants have argued in FERC dockets that this local requirement allows market participants that own generation within such a zone to exercise market power and artificially increase capacity market prices within such a zone.  The Illinois bilateral capacity procurement has not historically had such a requirement.  Instead, to be eligible to provide capacity to Ameren, a resource must only show that its power is deliverable, no matter where it is located.  Thus, we would expect that market power would be diffused by calling for bidders to be deliverable, rather than located within Ameren’s zone.
C. RECs

We expect to see two RFPs for RECs held next year, one for Ameren and one for ComEd.  This expectation is based on (a) the historical approach of procuring RECs one year in advance, (b) Ameren’s need for S-RECs in the 2016-2017 service year, (c) ComEd’s need for both RECs and S-RECs in the 2016-2017 service year, and (d) the remaining budget from which the utilities may spend to meet their additional REC needs.

For Ameren specifically, its most recent load forecast from March 2015 shows Ameren has met its overall REC need for the 2016-2017 delivery year; however, it is 30,044
 S-RECs short of its solar need.  Also according to its most recent forecast, it is showing $2.5 million left in its REC budget.  Given Ameren’s need for S-RECs and the remaining budget, we would expect Ameren to have one RFP in 2016 for S-RECs.
ComEd, according to its March 2015 numbers, needs 74,065 RECs in total and 70,233 S-RECs in 2016-2017.
  Like Ameren, ComEd has money remaining in its REC budget—approximately $6.8 million.  Thus, we would anticipate one ComEd RFP for RECs.  We would also anticipate that the RFP would seek first to meet the target for RECs (currently estimated to be 74,065 RECs) without going over budget.  If this target was met, and there was money remaining in ComEd’s budget, S-RECs would be procured as well.  However, since the total number of RECs needed is so close to the number of S-REC needed, we would not be surprised if the RFP ends up just soliciting S-REC.
D. Distributed Generation

The Illinois RPS requires ComEd and Ameren to procure RECs from Distributed Generation resources, or DG-RECs, in an amount that totals at least 1% of its total REC requirement.  As of now, both Ameren and ComEd are forecasted to have a shortfall of DG-RECs for 2016-17.  Specifically, Ameren needs 7,073 DG-RECs and ComEd needs 16,811 DG-RECs.

This would initially indicate that both Ameren and ComEd would need to have DG-REC procurements in 2016.  However, both Ameren and ComEd are scheduled to have a DG-REC procurement later this year – in the fall of 2015 – which we expect will solicit DG-RECs with five-year contracts.  This means that DG-RECs procured in the fall 2015 RFPs will offset each utilities’ DG-REC needs in 2016-2017.  For example, if Ameren was to procure 1,000 DG-RECs in the fall of 2015 that had contract terms of five years, then Ameren’s need for DG-RECs in 2016-2017 would be reduced by 1,000 DG-RECs, leaving a total remaining need of 6,073.

If both utilities procure just enough DG-RECs to meet their 2015-16 target – 6,518 for Ameren and 13,194 for ComEd – all with five-year contracts, then that would leave a remaining need of just 555 DG-RECs needed for Ameren and 3,617 DG-RECs needed for ComEd in 2016-17.  Given the potential for such a small remaining need, it may not be worth the time and expense to have a procurement for DG-RECs in 2016.    

E. SPV  

In June 2014, the Illinois Legislature passed an act requiring the IPA to develop “a one-time supplemental procurement plan limited to the procurement of renewable energy credits, if available, from new or existing photovoltaics.” 
  These S-RECs would be procured on behalf of the State, using $30 million from the Illinois Power Agency Renewable Energy Resource Fund. The IPA’s plan was approved by the Commission in Docket No. 14-0651.  The plan calls for the IPA to conduct three or four Supplemental Photovoltaic, or SPV, procurements.  While these RFPs solicit distributed solar generation, they do not count towards either Ameren’s or ComEd’s DG-REC target or towards the utilities’ S-REC targets.  The first SPV procurement was held earlier this month, while a second SPV procurement is to be held in November.  Going forward, the Commission has already approved a third SPV procurement for March 2016, which we expect will be the only SPV procurement held that year.  A fourth procurement will be held only if the first three events fail to find contracts for the entire $30 million set-aside. 
� Specifically, in addition to Illinois, Boston Pacific has served or is serving as monitor for (a) New Jersey’s 2007 through 2015 Basic Generation Service (BGS) Auctions, (b) the 2004-2005 through 2014-2015 Standard Offer Service (SOS) Request for Proposals (RFPs) for the District of Columbia, (c) Delaware’s 2007 through 2010 SOS RFPs, (d) Maryland’s SOS RFPs in 2004 through 2006 and 2010 through 2015 for all four utilities, (e) Allegheny (now West Penn) Power’s 2009 RFP for full requirements supply in Pennsylvania, (f) First Energy Ohio’s 2009 through 2015 Auctions for its Ohio Standard Service Offer (SSO) load, (g) Duke Ohio’s 2011 through 2015 Auctions for its SSO load, (h) Dayton Power & Light’s 2013 Auction for its SSO load and (i) AEP Ohio’s 2014 and 2015 Auction for its SSO load. 


� The schedule of electric procurements is determined in advance by the Illinois Power Agency (“IPA”) and approved by the Commission.  The IPA Plan for 2014 was accepted by the Commission in an Order dated December 18, 2013 issued in Docket No. 13-0546 (“December 2013 Order”).  The IPA Plan for 2015 was accepted by the Commission in an Order dated December 17, 2014 issued in Docket No. 14-0588 (“December 2014 Order”).


� We note that in previous years, and later this year, procurements for other electricity products have been and will be held.  Those products include (a) capacity, (b) RECs from any renewable resource, (c) RECs from Distributed Generation resources (“DG-RECs”), and (d) supplemental photovoltaic (“SPV”) resources. 


� Because ComEd sought proportionally more blocks in some months than Ameren, and vice versa, it is difficult to draw direct comparisons between these prices – Ameren did not procure load in November, April, or May while ComEd did and those three months had lower prices than the other months.


� Illinois Commerce Commission, “Public Notice of Successful Bidders and Average Prices, Ameren Illinois Company and Commonwealth Edison Company, Fall 2014 Procurement of Standard Energy Products,” September 26, 2014.


� Again, because Ameren sought proportionally more blocks in some months than ComEd, and vice versa, it is difficult to draw direct comparisons between these prices.  


� Illinois Commerce Commission, “Public Notice of Successful Bidders and Average Prices, Ameren Illinois Company and Commonwealth Edison Company, Spring 2015 Procurement of Standard Energy Products”, April 1, 2015.


� Similarly, when utilities are under-procured, they must purchase real-time energy to meet actual load, thus subjecting ratepayers to real-time price risk.


� To lower the chance of paying high prices at peak times, note that in some summer months the goal is to procure 106% of the actual load rather than just 100%. 


� The load forecast we are using to represent actual need are the forecast numbers provided by the utilities closest to the respective periods.  For example, the spring 2013 forecast was used for the June 2013 – May 2014 period.


� Adjoining states include Wisconsin, Iowa, Missouri, Kentucky, Indiana, and Michigan.


� The budget is calculated by taking the 2006-07 cost of energy times 2.015% to get a per-MWh allowed rate impact limit specific in the Illinois Power Agency Act.  It is then this number times the amount of energy used in the last fully completed service year, thus for 2015-16 it is based on the 2013-14 service year. 


� Illinois Commerce Commission, et. al., v. Federal Energy Regulatory Commission, U.S. Court of Appeals for the Seventh Circuit, June 7, 2013.


� Reiter, Harvey, “Removing Unconstitutional Barriers to Out-of-State and Foreign Competition from State Renewable Portfolio Standards:  Why the Dormant Commerce Clause Provides Important Protection for Consumers and Environmentalists,” Energy Law Journal, April 26, 2015.


� “EPA Energy and Environment Guide to Action,” U.S. Environmental Protection Agency, page 5-9.


� The maximum LOC needed in this RFP was $64,424 for Ameren and $99,540 for ComEd, assuming a bidder was bidding the full amount being procured.


� For example, there were six RFPs in 2011, nine in 2012, zero in 2013, four in 2014, and will be a total of eleven in 2015. 


� December 2013 Order, page 47.


� December 2014 Order, page 294.


� It should also be noted that the prices observed in neighboring zones – sometimes as low as $3.29/MW-day – reflected a variety of conditions individual to the utilities in those zones, including varying supply and demand conditions as well as vertically-integrated regulatory constructs in which utilities recover capacity costs through rate base.  


� Note, again, that PJM conducts its auctions three years in advance, while MISO conducts its auctions one year in advance.  For example, PJM’s 2014 auction procured capacity for the June 2017 to May 2018 service year for ComEd, while MISO’s 2014 auction procured capacity for the June 2014 to May 2015 service year for Ameren.  The PJM price in Figure 10 is the Preliminary Zonal Capacity Price for the ComEd zone.


� This number may be reduced if the fall distributed generation RFP procures some solar RECs for the 2016-17 time period.


� We note that these numbers do not take into account the potential of procuring roughly 13,000 RECs from distributed generation that may be procured this fall.  If that happens, then we would anticipate the 74,065 RECS needed to decrease to roughly 61,000 RECs.


� Illinois General Assembly, Public Act 098-0672, available at � HYPERLINK "http://ilga.gov/legislation/publicacts/fulltext.asp?Name=098-0672" �http://ilga.gov/legislation/publicacts/fulltext.asp?Name=098-0672�. 
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