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OBJECTIONS AND PROPOSED MODIFICATIONS 
TO AMEREN S INITIAL PROCUREMENT PLAN  

AND REQUEST FOR HEARING 
BY THE PEOPLE OF THE STATE OF ILLINOIS  

Pursuant to 220 ILCS 5/16-111.5(j) (see PA 95-0481), the People of the State of 

Illinois, by and through Lisa Madigan, Attorney General of the State of Illinois ( the 

People ), hereby object to the initial procurement plan ( the plan ) submitted to the Illinois 

Commerce Commission ( ICC or Commission ) on October 26, 2007, by Central Illinois 

Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a 

AmerenCIPS and Illinois Power Company d/b/a Ameren IP (collectively Ameren ).    The 

People object to the plan, as filed, because:  (1) Ameren has failed to propose alternatives that 

adequately protect customers from load uncertainty and price risk, as required by 220 ILCS 

5/16-11.5(b) (3)(v); and (2) Ameren has failed to present sufficient record evidence to support 

a finding that the plan will ensure adequate, reliable, affordable, efficient and 

environmentally sustainable electric service at the lowest total cost over time, taking into 
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account any benefits of price stability, as required by  220 ILCS 5/16-111.5(j)(ii).    The 

People also object to Ameren s proposed tariff, on the grounds that it is not possible to 

determine whether the tariff is just and reasonable, as required by Article IX of the Public 

Utilities Act, 220 ILCS 5/9-101 et seq., until the Commission determines the final mix of 

products, commodities and services to be included in the procurement plan. 

In light of these objections, the People respectfully request that the Commission set 

this matter for hearing, in accordance with 220 ILCS 5/16-111.5(j)(ii).  A hearing would:  (1) 

provide the Commission with further detail relating to modifications needed to protect 

consumers from load uncertainty and unnecessary price risk, as required by 220 ILCS 5/16-

11.5(b)(3)(v); (2) allow the parties to more thoroughly investigate the large quantity of data 

that Ameren provided in response to data requests during the four days immediately preceding 

this filing; (3) afford Ameren an opportunity to present additional material to address 

deficiencies in the plan; and (4) defer an assessment of the justness and reasonableness of the 

proposed tariff until the mix of products, commodities and services to be included in the 

procurement plan is established.   In the event the Commission determines that a hearing is 

not necessary, the People respectfully request that the Commission condition approval of 

Ameren s initial procurement plan on the modifications to the plan proposed herein.   

OBJECTIONS AND PROPOSED MODIFICATIONS TO THE PLAN  

The People s specific objections to Ameren s initial procurement plan are set forth 

below and supported by data or other detailed analysis as required by 220 ILCS 5/16-

111.5(j)(i).   In each instance, the People propose a modification to the plan to address the 

problem identified in the objection:  
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Ameren s plan unnecessarily exposes Ameren customers 

to significant price risk  

1. Objection:  The Ameren plan exposes customers to unnecessary risk because Ameren 

fails to hedge the cost of purchasing supply in excess of the forecasted load.  See attached, 

AG Exhibit 1.0, Affidavit of Robert F. McCullough, at 2-4 ( McCullough Affidavit ).   The 

potential for harm is greatest during critical peak periods when prices are high, conditions that 

occur frequently on hot summer afternoons.  McCullough Affidavit, at 2.  The risk to Ameren 

customers cannot be ignored:  Ameren s failure to hedge these costs will force consumers to 

pay higher rates for electricity procured at high prices in the MISO spot market if they need 

more electricity than predicted in the utility forecast.  Id.  

Proposed Modification:  There is a well-known aphorism that describes utility 

planners typical strategy to avoid the problem created by Ameren s failure to adequately 

hedge supply: If you're wrong, be long.  This strategy recognizes that the penalties for being 

long unnecessarily are often preferable to the penalties of failing to be long when in need 

 

when prices are likely to be at their highest.  This principle and related modifications to the 

Ameren plan are more fully explained in the attached affidavit.  McCullough Affidavit, at 1.    

The extent of Ameren's forward position, either physical or financial, should exceed 

forecasted load during critical peak periods by amounts greater than those proposed by 

Ameren.  The specific monthly and on/off peak distribution of deviation of forward position 

from forecasted load should be explicitly evaluated based on a realistic estimation of the 

expected joint distribution of various key variables -- especially overall load, the price of 

natural gas and the market price of electricity.   Increasing Ameren s forward position during 
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critical peak periods (e.g., summer afternoons) will avoid exposing Ameren customers to 

unnecessary costs.   

2.  Objection:  Ameren fails to use demand-response measures effectively to reduce load 

uncertainty and price risk.  Indeed, the proposed plan indicates that Ameren intends to 

implement only enough demand response to comply with the minimum demand response 

standards that were enacted earlier this year in Public Act 95-0481.  Ameren Ex. 2.1, at 12.   

The new law requires Ameren to reduce eligible retail customers peak demand by 0.1 

percent, or 1.6 MW, during the planning year from June 1, 2008 through May 31, 2009.  Id.      

Ameren s proposed plan relies primarily on forward contracts for standard products 

 

with the remainder of the portfolio to be purchased in the MISO spot market.  Ameren Ex. 

2.0, at 3-5.   As discussed above, Ameren s proposal exposes customers to significant price 

risk associated with the potential for purchases in the MISO spot market during critical peak 

when customer demand spikes and prices are at their highest.    PA 95-0481 requires Ameren 

to identify alternatives for those portfolio measures that are identified as having significant 

price risk.  220 ILCS 5/16-11.5(b)(3)(v).  Demand-response is one such alternative.  

Considerable potential exists in Illinois to tap thus far unrealized potential demand-response, 

and numerous reports have pointed out differences among various regions of the U.S. in the 

effectiveness of implemented measures.  For example, the 2007 FERC Staff report, 

Assessment of Demand Response & Advanced Metering  (available online at 

http://www.ferc.gov/legal/staff-reports/09-07-demand-response.pdf ) discusses numerous 

possible actions, their effectiveness, and differences among regions.  Illinois  actions, as 

represented in this report, are encouraging, but the relative achieved effectiveness of those 

actions is not. 

http://www.ferc.gov/legal/staff-reports/09-07-demand-response.pdf
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There is no evidence that Ameren has assessed the effectiveness of demand response 

as an alternative to spot purchases during summer peaks.  Ameren s failure to consider this 

alternative is contrary to the express statutory mandate in 220 ILCS 5/16-11.5(b)(3)(v).   The 

People object to Ameren s failure to consider demand response measures as an alternative to 

spot purchases that pose significant price risk for Ameren customers.  

Proposed Modification:  Ameren s portfolio should be modified to include additional 

demand response measures to reduce load uncertainty and price risk.  Increased use of direct 

load controls on central air conditioning systems, along with smart meters and appliances 

could be dispatched on an economic basis (e.g., when ever prices rise above a certain level) to 

shave peak demand by Ameren s bundled customers and reduce the need for purchases of 

expensive on-peak electricity to serve these customers.   The plan should be modified to 

specify that demand response measures will be implemented in lieu of purchases of electricity 

where the cost of a demand response measure(amortized over the life of the measure) is less 

than the cost of procuring electricity in the spot or forward markets.  Demand response is an 

essential least cost strategy to avoid purchases in the spot market during critical peak periods.  

The data and analysis included in Ameren s filing 
is not sufficient to support a finding that the plan, as filed, 

meets the applicable legal standard   

3.  Objection:  In addition to the specific objections set forth above, the People note that the 

data and analysis in the proposed plan lack detail.  We can point out examples of such missing 

detail by posing some questions that are not answered in the proposal, as follow: 

 

What specific reference years  (Ex. 2.1, page 7) were used to determine 

temperature data used in Ameren s risk analysis, and what reference year

 

corresponds to the graph on page 7? 
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What specific data and analytical procedures were used to produce the graph of 

switching proportions on page 11? 

 
What specific actions are proposed to achieve the demand response quantities 

listed on page 12, and how were the actions chosen and their influence 

estimated?  What uncertainty is associated with these quantities and how is that 

uncertainty measured? 

 

What specific data and analytical procedures were used to determine the 250 

load and price scenarios?  In particular, what methods and parameter values were 

employed in the development and operation of the Monte Carlo simulation 

model  mentioned on page 16?  How were the statistical properties estimated for 

the joint distribution of variables, especially load, natural gas price, spot electric 

price and forward electric price, what data were used in that estimation process, 

and what were the results?  Does the reference, on page 16, to load models being 

... based on 2006 actual hourly loads ...  mean that 2006  is the answer to the 

first of this set of example questions?  

During the four days immediately preceding this filing, Ameren provided some 

additional data used to develop the plan and some additional analytic details in response to 

various parties data requests.  However, at this point, it is impossible to say whether this 

material adequately addresses the deficiencies in the plan.  McCullough Affidavit, at 4.   As it 

stands, the Ameren filing is not sufficiently detailed to support a finding that the proposed 

plan meets all the requirements set forth in 220 ILCS 5/16-111.5(j)(ii).    That is, Ameren has 

failed to present sufficient evidence and analysis to support a finding that the plan will 

ensure adequate, reliable, affordable, efficient and environmentally sustainable electric 
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service at the lowest total cost over time, taking into account any benefits of price stability. 

Id.  

REQUEST FOR HEARING

 
A hearing process is needed to provide the parties with an opportunity to thoroughly 

investigate the large quantity of material that Ameren provided in responses to data requests 

over the four days immediately preceding this filing and to afford Ameren an opportunity to 

present additional material on the record to address deficiencies that have been identified in 

the plan.  Accordingly, the People respectfully request that the Commission set this matter for 

hearing, pursuant to the 60-day procedure set forth in 220 ILCS 5/16-111.5(j)(i).   In addition, 

the Commission should defer assessment of the justness and reasonableness of the proposed 

tariff until the final mix of products, commodities and services to be included in the 

procurement plan has been established.   The Commission has discretion to defer this 

assessment because the Commission s review of tariffs is governed by Article IX of the 

Public Utilities Act, rather than the expedited procedures specified for procurement plan 

review in 220 ILCS 5/16-111.5(j)(i). 

CONCLUSION

 

WHEREFORE, for the above-stated reasons, the People respectfully request that the 

Commission set this matter for hearing, in accordance with 220 ILCS 5/16-111.5(j)(ii) and 

defer review of the proposed tariff until the procurement plan is finalized.  In the event the 

Commission determines that a hearing is not necessary, the People respectfully request that 

the Commission condition approval of Ameren s initial procurement plan on the 

modifications to the plan proposed herein.    
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Respectfully submitted, 

The People of the State of Illinois 
by LISA MADIGAN, Attorney General 

   

     /s/      Elias D. Mossos       _                 

  

Susan Hedman 
Senior Assistant Attorney General 

 

Elias D. Mossos 
Assistant Attorney General 

 

Office of the Illinois Attorney General 
100 West Randolph Street, 11th Floor 
Chicago, Illinois 60601 
Telephone:  (312) 814-7203 
Fax:  (312) 814-3212 
E-Mail:  shedman@atg.state.il.us

  

    emossos@atg.state.il.us

   

Dated:  November 9, 2007 


