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ADDITIONAL COMMENTS OF 
CONSTELLATION ENERGY COMMODITIES GROUP, INC. AND 

CONSTELLATION NEWENERGY, INC.  
 

1. Now come Constellation Energy Commodities Group, Inc. and 

Constellation NewEnergy, Inc. (collectively, “Constellation”) and, pursuant to Section 

16-111.5 of the Public Utilities Act and the Administrative Law Judge’s Order dated 

November 20, 2007, submit these additional comments in the above-captioned 

proceeding.  In support thereof, Constellation states as follows:  

2. On October 26, 2007, Central Illinois Light Company d/b/a AmerenCIPS, 

Central Illinois Public Service Company d/b/a AmerenCIPS, and Illinois Power Company 

d/b/a AmerenIP (collectively, “Ameren”) filed with the Illinois Commerce Commission 

(the “Commission”) an initial procurement plan (the “Plan”) as required by Section 16-

111.5 of the Public Utilities Act (the “Act”). 

3.  On November 6, 2007, Constellation filed a Petition For Leave To 

Intervene of Constellation Energy Commodities Group, Inc. and Constellation 

NewEnergy, Inc. in the above-captioned proceeding.  



4. On November 9, 2007, Constellation filed comments recommending 

changes that would apply to the initial procurement process (and any future procurement 

processes).  Objections were filed by Commission Staff and other intervening parties, as 

well. 

5. On November 16, 2007, Ameren filed Reply Comments to the objections 

filed by Constellation, and those of the other parties. 

ADDITIONAL COMMENTS 

In these additional Comments, Constellation will address 2 issues: 

• Customer risks; and 

• The procurement process associated with meeting the Renewable Portfolio 

Standard (“RPS”). 

Customer Risks 

Constellation suggested in its initial comments that customers be informed of the 

weather and migration risks which they will bear.  Constellation Init. Comments, p. 4.  

Ameren’s response focuses only on that portion of the supply portfolio obtained via 

Supplier Forward Contracts (“SFCs”) which, as Ameren notes, accounts for two-thirds of 

its forecasted load.  Ameren Reply, p. 33.  However, Ameren ignores the remaining one-

third of the portfolio for which customers, and not suppliers, will bear the risk.   

Ameren contends that the Plan has provisions for the rebalancing of the portfolio 

in the event of significant load shifts.  Id.  However, Ameren’s portfolio rebalancing 

assumes that any changes are identified no later than February 29, 2009, and that the 

Procurement Administrator has sufficient time to issue a Request-For-Proposal (“RFP”) 

or reverse-RFP to account for such shift.  Ameren’s proposed portfolio rebalancing does 
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not alleviate potentially significant customer risks.  For instance, load shifts detected after 

February 29, 2009 would go unchecked.  Additionally, for the entire period, portfolio 

rebalancing cannot adjust for the potentially volatile changes in weather that occur 

monthly, weekly and daily.   

For example, if the weather in a summer week is much cooler than expected, 

consumption by Ameren’s customers will be much lower than expected (due to decreased 

use of air conditioning, for instance).  Because the weather is cooler than when Ameren 

purchased the power and consumers’ demand is lower than expected, the value of energy 

at that point in time will be lower (decreased demand leads to decreased price).  As a 

result, Ameren will be forced to sell its excess power (due to less demand than that for 

which Ameren procured) at a loss either immediately in the spot market, or at such time 

that Ameren decides to rebalance its portfolio.  In the same way, when the weather in a 

summer week is much hotter than expected, consumption by Ameren’s customers will be 

much higher than expected (with customers running air conditioning, for instance), and 

will result in similar losses.  The warmer than expected temperatures will lead to both 

higher prices and higher demand than expected at the time of initial procurement.  

Ameren will be forced to procure more power to meet the unexpected increased demand 

at higher prices either in real-time or at the time it rebalances its portfolio.  Migration risk 

will similarly result in Ameren having to buy more power than expected in higher priced 

environments and sell excess power in lower priced environments.   

Ameren is correct that customers will benefit from these risks being fixed for a 

portion of customers’ consumption through the current SFCs, and that the costs of these 

risks will be diluted by these existing SFCs.  However, Ameren fails to recognize that 
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one-third of these risks will nevertheless be borne by customers as a result of this 

procurement plan – risks which have the potential to be significant.  It is in this way, as 

Constellation noted in its initial comments, that customers will bear all of the risks related 

to weather and migration for this portion of Ameren’s load. 

The Attorney General’s (“AG”) recommendation that Ameren be required to 

hedge 130% of its anticipated load (AG Objection, Ex. 1.0) likewise places risk on 

customers.  The AG is correct in the basic premise that there is an economic risk for 

additional purchases in the spot market, should Ameren’s forecasted load be lower than 

its actual needs.  However, as discussed above, procuring in excess of the forecasted load 

(in the AG’s case, significantly higher than the forecasted load) bears another economic 

risk – that Ameren will have over-procured, and be forced to sell excess energy when 

prices are low, for a loss; the burden for such loss will be placed squarely on the backs of 

Ameren’s consumers. 

For these reasons, customers should be informed that their energy supply cost will 

vary from month to month, potentially significantly, no matter what hedging strategy is 

employed.  Common means of educating electric customers regarding reasonably 

foreseeable changes to their electric costs, and therefore their potential usage, have 

included a notation on the utility bill itself or through a bill insert, in addition to education 

from consumer advocates. 

Renewable Portfolio Standard  

In its initial comments, Constellation recommended that the Plan be clarified to 

state that the Renewable Energy Credits (“RECs”) used to satisfy the RPS must match the 

delivery period, and historical RECs should not qualify as compliant with the RPS.   
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Constellation Init. Comments, p. 4.  Ameren’s reply expressed confusion with the notion 

of historical RECs.  Ameren Reply, p. 34.  For clarification, RECs may be used in a time 

commensurate with their creation (such RECs ‘match’ the delivery period), or held for 

use in future years not commensurate with their creation (such RECs are ‘historical’ with 

respect to the future year in which they are used).  Constellation recommends that RECs 

being used to satisfy the RPS for a particular calendar/planning year come from 

renewable energy generated in that same delivery period (calendar/planning year).  RECs 

associated with energy generated in a prior calendar/planning year – historical RECs – 

should not be considered in evaluating compliance with the RPS.  Matching the RECs to 

the delivery period best reflects Ameren’s energy load for the current year, encourages 

new renewable energy sources, and discourages the “banking” of RECs by prospective 

sellers in the hopes that market prices will rise. 
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Conclusion 

Constellation recommends that the Ameren procurement plan be modified as 

described herein, and that future procurement activities by the Illinois Power Agency 

reflect these improvements to the procurement process, as well. 

                            CONSTELLATION ENERGY COMMODITIES GROUP, INC.
 CONSTELLATION NEWENERGY, INC. 

 
 

 
         
Cynthia A. Fonner 
Senior Counsel  
Constellation Energy Group, Inc. 
550 West Washington, Blvd., Suite 300 
Chicago, IL  60661 
312.704.8518 (p) 
cynthia.a.fonner@constellation.com
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CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that a true and accurate copy of the foregoing 
documents was served this 28th day of November, 2007 by electronic mail upon the 
persons on the attached service list. 
 

 
 

 
        
Cynthia A. Fonner 
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