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CITIZENS UTILITY BOARD’S SUPPLEMENTAL COMMENTS  

IN OPPOSITION TO THE AMEREN UTILITIES’ PROCUREMENT PLAN 

 

The Citizens Utility Board (“CUB”) here responds to the Reply Comments of Central 

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

AmerenCIPS, and the Illinois Power Company d/b/a AmerenIP (collectively, “the Ameren 

Utilities” or “Ameren”) regarding its proposed initial procurement plan.  That plan was filed on 

October 26, 2007 pursuant to Sections 16-111.5(j)(i) of the Public Utilities Act (“PUA”) (220 

ILCS 5/16-111.5), which was recently created by Public Act 95-0481 (“the Act”).  CUB filed 

Objections to Ameren’s proposed procurement plan on November 9, to which Ameren filed its 

Reply Comments on November 16. 

Ameren’s Reply Comments did not resolve CUB’s Objections to Ameren’s proposed 

initial procurement plan.  CUB has two main objections to the plan.  First, Ameren has not 

shown that its proposed plan will result in the lowest total cost electricity for customers because 

it has not evaluated all available supply options, including cost effective demand response and 

energy efficiency, in constructing its plan.  CUB Objection at 2.  Second, Ameren has not 
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supported several critical plan assumptions.  Specifically, Ameren has not supported its 

hypothesis that a 5.0% risk premium on these contracts is appropriate.  Id. at 3.  In addition, 

Ameren has not adequately explained its choice to hedge the energy supply that it procures with 

financial swap agreements instead of physical energy contracts.  Id.  Consequently, CUB 

requests that the Ameren’s initial procurement plan be revised to (1) include the procurement of 

all available cost effective demand response and energy efficiency resources and (2) ensure that 

Ameren’s assumptions regarding hedge ratio and use of financial swap agreements lead to the 

lowest total cost over time, as required by the PUA.  220 ILCS 5/16-111.5(j)(ii); CUB Objection 

at 2-3.  

As discussed below, Ameren’s Reply Comments have not responded or addressed these 

concerns in a meaningful way.  Thus, Ameren still has not shown that its plan complies with the 

Act.   

   

I. AMEREN’S PLAN DOES NOT EVALUATE ALL SUPPLY ALTERNATIVES OR  

JUSTIFY ITS ASSUMPTIONS IN TERMS OF EITHER TOTAL COST OR 

PRICE STABILITY.   

 

Rather than reply to the substance of CUB’s arguments, Ameren tries to misdirect the 

Commission’s attention by incorrectly suggesting that CUB misunderstands the legal standard.  

Ameren Reply Comments at 25.  Throughout its Objections, CUB stated that Ameren must 

present an initial procurement plan to “ensure adequate, reliable, affordable, efficient, and 

environmentally sustainable electric service at the lowest total cost over time.”  220 ILCS 5/16-

111.5(j)(ii); CUB Objection at 2-3; CUB Ex. 1.0.  In the interest of time and brevity, CUB 

framed its Objections in terms of the “lowest total cost” criteria, but the omitted portion of the 

standard, which continues “taking into account any benefits of price stability,” does not change 

the analysis in any way.  Id.  These same Objections also show that Ameren’s analysis has not 
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taken the benefits of price stability into account.  Thomas Aff. ¶ 4-6; See also CUB Ex. 1.0.  That 

is, Ameren has not evaluated the effect of demand response and energy efficiency on either total 

cost or price stability.  Thomas Aff. ¶ 4.  In addition, Ameren has not justified its chosen hedge 

ratio or its choice to hedge via financial swap contracts, as opposed to physical supply contracts, 

in terms of either total cost or price stability.  Thomas Aff. ¶ 5.  The two criteria are related, and 

so Ameren’s failure to fully analyze its supply and hedging options fails to satisfy either criteria.  

Thomas Aff. ¶ 6.  Ameren has still not addressed the substance of either Objection.   

 

II. AMEREN’S PLAN MUST INCLUDE AN EXPANDED RFP TO 

ACCOMMODATE ENERGY EFFICIENCY AND DEMAND RESPONSE 

RESOURCES.  

 

Ameren cannot provide electric service “at the lowest total cost over time” as required by 

the Act without, at the least, attempting to procure all available cost effective energy efficiency 

and demand response resources from the markets.  CUB Objection at 2; CUB Ex. 1.0 at 5-11.  

Ameren misunderstands CUB’s Objection when it notes that CUB does not provide “specific 

details” regarding the products that it should procure.  Ameren Reply Comments at 25.  CUB’s 

Objection does not recommend that Ameren procure specific products, but instead requests that 

Ameren take a market-based approach to determine which cost effective energy efficiency and 

demand response programs are available from the marketplace.  CUB Ex. 1.0 at 10-11.  That is, 

Ameren must “expand the proposed RFP process to procure verifiable demand side resources 

from energy efficiency and demand response providers …that can be used to offset Ameren’s 

supply and capacity obligations, prior to the procurement of electricity supply.”  Id.  Prescribing 

specific products in a restrictive RFP or utility planning process could unnecessarily disqualify 

innovative products from participating in the RFP.  Relying on competitive market forces to 

determine the exact products that provide these resources will prevent this problem.  Thomas 
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Aff. ¶ 7.  And, purchasing only those efficiency and demand response resources that are less 

expensive than supply, including the benefits of price stability, will ensure an optimal quantity, 

allowing Ameren to serve its load at the lowest total cost over time.  Id. at ¶ 8. 

 

III. COMPLIANCE WITH THE ACT’S ENERGY EFFICIENCY AND DEMAND 

RESPONSE MEASURES IS NOT SUFFICIENT TO COMPLY WITH THE 

ACT’S PROCUREMENT PLAN STANDARD. 

  

Ameren misapplies the Act’s energy efficiency and demand response measure provisions 

to the operation of the procurement plan standard.  Ameren Reply Comments at 25-26.  Contrary 

to Ameren’s argument, the Act’s energy efficiency and demand response provisions do not limit 

Ameren’s ability to procure these resources through its procurement plan.  The Act requires 

Ameren’s plan to procure all energy efficiency and demand response resources that result in “the 

lowest total cost over time, taking into account any benefits of price stability.”  220 ILCS 5/16-

111.5(j)(ii).  While the Act requires Ameren to institute energy efficiency and demand response 

measures that include a rate cap (220 ILCS 5/12-103(d)), it does not prohibit Ameren from 

purchasing additional energy efficiency and demand response resources from the marketplace, so 

long as they comply with the Act’s procurement plan standard.  220 ILCS 5/16-111.5(j).  In 

addition, if Ameren procures these resources where they are less expensive than supply, they 

would never hit the rate cap, even if it did apply.  Indeed, Ameren must evaluate the use of these 

resources to provide electricity at the lowest total cost.  220 ILCS 5/16-111.5(j)(ii); CUB 

Objection at 2.  If Ameren is able to procure energy efficiency and demand response resources 

that are less expensive than other sources of supply, then the Act’s procurement section requires 

that it do so.  Id.; Thomas Aff. ¶ 8-9 (also noting that these resources increase price stability).   

 

IV. CONCLUSION. 
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WHEREFORE, CUB respectfully requests that the Commission adopt CUB’s 

modifications to Ameren’s Initial Procurement Plan.   

 

 

Respectfully submitted, 

 

       CITIZENS UTILITY BOARD 
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