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REPLY COMMENTS ON BEHALF OF 
THE STAFF OF THE ILLINOIS COMMERCE COMMISSION  

 
 
 Staff of the Illinois Commerce Commission (“Staff”), by and through its 

undersigned counsel, respectfully submits these reply comments in connection with the 

Petition for approval of initial procurement plan filed 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 AmerenIP (collectively, “Ameren”, the “Companies”, or the 

“Ameren Companies”). 

I. INTRODUCTION 

 The Response to Petition and Objections to Initial Procurement Plan by the Staff 

of the Illinois Commerce Commission (“Staff Response” or “Staff’s Response”) was 

served on November 9, 2007.  The Objections and Proposed Modifications to Ameren’s 

Initial Procurement Plan and Request for Hearing by the People of the State Of Illinois 

(“AG Objections”); AG Exhibit 1.0, Affidavit of Robert F. McCullough (“McCullough 

Affidavit”); Comments of Constellation Energy Commodities Group, Inc. and 

 



Constellation NewEnergy, Inc. (“Constellation Comments”); Objection of the Citizens 

Utility Board to the Ameren Companies’ Petition and Request for Hearing (“CUB 

Objections”); Testimony of Christopher C. Thomas on Behalf of the Citizens Utility 

Board, CUB Exhibits 1.0 – 1.05 (“Thomas Direct Testimony”); Verified Objections of 

Dynegy, Inc. (“Dynegy Objections”); Petition to Intervene and Comments of Invenergy 

Wind North America LLC (“IWNA Comments”); and Objection of the Retail Energy 

Supply Association to the Procurement Plan (“RESA Objection”) were also served on 

November 9, 2007.  The Reply Comments on Behalf of the Ameren Illinois Utilities 

(“Ameren Reply Comments”) was served on November 16, 2007.  On November 20, 

2007, the Commission “[d]etermined that a hearing is necessary, and approved the 

holding of a hearing, pursuant to 220 ILCS 5/16-111.5(j).”  (Notice of Commission 

Action, Docket 07-0527 (Nov. 20, 2007))  Also on November 20, 2007, the 

Administrative Law Judge (“ALJ”) issued a Notice Of Administrative Law Judge’s 

Procedural Ruling (“ALJ Procedural Ruling”) providing as follows: 

the due date for any additional filings by the Commission Staff and 
Intervenors, to further address (1) the objections raised in the filings made 
by the Staff and Intervenors on November 9, 2007, and (2) the response 
thereto from Central Illinois Light Company d/b/a AmerenCILCO, Central 
Illinois Public Service Company d/b/a AmerenCIPS and Illinois Power 
Company d/b/a AmerenIP (“Ameren”) filed November 16, 2007, is 
November 28, 2007. … 

 Notice is also given by the Administrative Law Judge that these 
filings are limited in scope to those objections specifically identified in the 
November 9 filings, including, among others, hedging during peak periods 
and related issues. …. 

(ALJ Procedural Ruling, Docket 07-0527 (Nov. 20, 2007)) 
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II. OBJECTIONS AND COMMENTS REGARDING PROPOSED PROCUREMENT 
PLAN 

 As noted in Staff’s Response, the only specific objections to the procurement 

plan identified by Staff are the decision rules for selecting Renewable Energy Credits 

(“RECs”) and the contingency plan in the presumably unlikely event that Ameren 

Energy Marketing Company defaults on the 400 MW swap contract.  Staff was not able 

to conduct further analysis regarding the Companies’ proposed procurement plan in 

connection with these Reply Comments.  Thus, except as set forth below, Staff’s 

position remains as expressed in its original objections 

 On pages 5 and 6 of the Ameren Reply Comments, Ameren states as follows: 

 Staff asserts the projections of energy savings due to newly-
required energy efficiency programs appear to be significantly below the 
energy savings goals specified in the Act. (Staff Comments, p. 10) This is 
likely due to a misunderstanding of what the values included in the Plan 
represent.  The Ameren Illinois Utilities included in Section II(C)(3) of the 
Plan their forecast of the impact of the energy efficiency programs as they 
effect the load that will be served under the procurement plan purchases. 
Because the energy efficiency programs will reduce customer 
consumption and the existing BGS-FP auction contracts are for supply for 
a fixed percentage of the actual load, 67.3% of the energy savings due to 
these newly-required energy efficiency programs will reduce the supply 
obligations of the suppliers holding these BGS-FP contracts, with the 
remaining 32.7% of the energy savings reducing the supply requirements 
of the procurement plan purchases. 

 Upon review of this issue, Staff acknowledges that Staff may have 

misunderstood the figures presented in Ameren’s plan, as explained in the above 

excerpt.  The potential misunderstanding will not be fully resolved until Staff has 

received and reviewed certain discovery information requested of Ameren in Docket 07-

0539.  In any event, as noted in Staff’s initial comments, the mistake or 

misunderstanding is limited to a relatively small quantity of energy.  As Staff already 

said, “Given its relatively small magnitude, Staff does not believe this potential source of 
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forecast bias will give rise to an objection.”  Staff’s concern has not risen to the level of 

an objection. 

 With respect to the contingency plan in the event that Ameren Energy Marketing 

Company defaults on the 400 MW swap contract, Ameren has agreed with Staff’s 

recommendation.  (Ameren Reply Comments, p. 6)  Thus, this objection can be 

resolved by the uncontested adoption of Staff’s recommendation. 

 With respect to the decision rules for selecting RECs, Ameren agrees with Staff 

that the Commission needs to first determine the relative priority of the 2% cost effective 

renewable energy requirement, the wind resource criterion, and the locational criterion, 

and then develop a set of decision rules consistent with those requirements.  (Ameren 

Reply Comments, pp. 7-8)  As set forth in Staff’s Response, Staff believes the language 

of PA 95-0481 established that the highest priority must be given to the 2% cost 

effective renewable resources requirement, followed by locational criterion and then the 

wind resource criterion.  Ameren’s only response is to state that it believes the intent of 

this portion of the Act is to encourage the construction of wind generation within the 

state of Illinois, and thus does not support the decision rules proposed by Staff.  (Id. at 

8)  Since Ameren does not explain the basis for its different priority determination, Staff 

cannot respond further.  Having said that, Staff would acknowledge that it would be 

possible to interpret the Act to give the wind resource criterion priority over the 

locational criterion (although Staff believes the opposite is a better construction for the 

reasons indicated in Staff’s Response), but Staff does not believe it would be 

reasonable to give the wind resource criterion or the locational criterion priority over the 
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2% cost effective renewable resources requirement for the reasons stated in Staff’s 

Response. 

III. OBJECTIONS AND COMMENTS REGARDING PROPOSED TARIFFS 

A. Rider MVA – Market Value Adjustment 

 Ameren has appropriately recognized the subsidization issue which Staff 

addressed in Staff’s Response: 

Nevertheless, the Ameren Illinois Utilities recognize that Staff’s concern 
does not appear to be with the potential magnitude of the cost recovery 
proposal, but instead Staff is concerned about the potential for a subsidy 
or subsidization. 

(Ameren Reply Comments, p. 9. 

 In its reply comments Ameren addresses Staff’s alternatives and states that it 

believes that Staff’s second alternative “adequately addresses the subsidy issue….” 

(Ameren Reply Comments, p. 9)  Additionally, Ameren states that: 

the Ameren Illinois Utilities would not object to changing Rider MVA to 
continue a separate over or under true-up mechanism for BGS-LFP 
customers beyond May 2008, until just after the settlement of May 2008 
costs are determined and charged (the month of September). After 
September, the Ameren Illinois Utilities propose that any subsequent true-
up costs (due to billing corrections, or further MISO market settlements 
occurring after 55 days) fall within the reconciliation bucket for smaller 
fixed price customers.  

(Ameren Reply Comments, pp. 9-10) 

 Ameren’s statement accepts Staff’s second alternative, but includes additional 

language which allows for potential true-ups after September 2008. Those potential 

true-ups, which could be an overpayment or underpayment, would become the 

responsibility of the residential and small commercial customers.  

 Staff’s second alternative would allow the Company to assign the over or 

underpayment to the customers who were the likely causers of the final LFP-MVA 
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amount and that the likely customers would be the customers who are served under this 

rider over the final three months of March through May 2008. Staff is aware that this 

proposed language allows for the possibility that during the months of March through 

May 2008, there may not be any customers being served under this rate, in which case 

the final amounts would be assigned to the residential and small C&I customers in a 

manner similar to that which the Company originally proposed in its filing. However, this 

alternative provides the best opportunity to assign any over or underpayment to 

customers who likely caused the over or underpayment.  

 Staff finds that this alternative, including the ‘true-up’ language, is acceptable and 

recommends that the Commission order Ameren to incorporate this language into its 

Rider MVA. 

B. Rider PER - Mitigation Proposal 

 Staff believes the Companies have failed to provide a satisfactory response to 

Staff’s arguments for an across-the-board equal percentage application of any change 

to supply charges resulting from the new procurement prices that will become effective 

June 1, 2008. Rather than repeat the arguments previously presented before, Staff 

would only note the danger of allowing unknown changes to the rates that were so 

carefully configured in Docket No. 07-0165 only five months after those rates become 

effective. 

 Staff finds that the alternative mitigation proposal presented by the Companies is 

problematic as well. That alternative would narrow the maximum potential supply cost 

changes in the first year from the greater of 10% or 125% of the system average 

(Ameren Reply Comments, p. 12) to the greater of 5% or 110% (Ameren Reply 
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Comments, p. 16). This proposal might reduce potential disparities in bill increases for  

the first year. Nevertheless, the problem of uneven bill impacts in the first years would 

still exist. The more reasonable approach would be to approve an across-the-board 

approach for the reasons presented in Staff’s initial comments.The Companies seek to 

demonstrate the reasonableness of their mitigation alternative. They provide an 

example which seeks to show that the potential impact from their mitigation proposal 

would be $16 per month or less for AmerenIP space heating customers. (Ameren 

Reply, p. 13) Normally, increases of this magnitude would not be cause for alarm. 

However, these are not normal times. Ameren customers absorbed extraordinary bill 

increases on January 1, 2007. They are facing the prospect of further increases in 

delivery rates for both electric and gas service. Their transmission rates have increased 

since the beginning of the year. Under these circumstances, the overwhelming concern 

for Ameren customers is bill impacts. It is essential to send the message that these 

extraordinary increases will be shared as evenly as possible among ratepayers. 

 Staff is not arguing that the principle of cost-based ratemaking should be 

abandoned. However, in this extraordinary situation, cost principles should be 

temporarily set aside in favor of sharing the burden as evenly as possible 

C. Riders PER and MVA – General Tariff Language Concerns 

 Ameren has agreed to remove certain language as proposed by Staff.  (Ameren 

Reply Comments, p. 19)   

D. Rider PER - Generating Facility Cost Recovery 

 Ameren has agreed to certain language revisions proposed by Staff.  (Ameren 

Reply Comments, p. 19)   
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E. Rider PER - Purchased Electricity Price 

 Ameren disagrees with Staff’s position and proposal regarding the removal of 

certain language from the Purchased Electricity Price section of Rider PER, but 

addresses those concerns in connection with its response to Staff’s proposals regarding 

the reasonableness of costs under Rider PER.  (Ameren Reply Comments, pp. 19-20).  

Staff will similarly reply to Ameren’s arguments in connection with Staff’s reply to 

Ameren’s arguments regarding the reasonableness of costs issue. 

F. Rider PER - Adjustments to Purchase Electricity Charges 

 Ameren has agreed to certain language proposed by Staff, with some 

modifications.  (Ameren Reply Comments, p. 20)  Staff finds Ameren’s modifications 

acceptable.  

G. Rider HSS - Supply Cost Adjustment Charges 

 Ameren has agreed to certain language proposed by Staff, with some 

modifications.  (Ameren Reply Comments, pp. 20-21)  Staff finds Ameren’s 

modifications acceptable.  

H. Issue of reasonableness of certain costs recoveries under Rider PER 

 Staff, in its Response to Petition and Objections, took issue with the Ameren 

Companies’ tariff language that gave the impression that costs recoverable pursuant to 

Section 16-111.5 need not be found to be reasonable by the Commission on an annual 

basis. (Staff Response, p. 50)  Staff noted Section 16-111.5(l) provided that in several 

instances that costs were to be just and reasonable. (Id.)  Staff took the position that in 

the reconciliation proceedings a determination should be made that not only must costs 

incurred to implement or comply with the procurement plan be just and reasonable, but 
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also that costs incurred in arranging and providing the supply of power and energy be 

found reasonable as well as fees assessed by the Agency, costs associated with load 

balancing and contingency plan costs. (Id., p. 45)  The Ameren Companies refused to 

acknowledge the validity of Staff’s concerns regarding the reasonableness of costs.  

(Ameren Reply Comments, pp. 21-24)  In particular, the Ameren Companies refused to 

acknowledge that costs a “utility incurs in arranging and providing for the supply of 

electric power and energy” can only be passed through if they are just and reasonable 

as provided for in Section 16-111.5(l). In their response the Ameren Companies pointed 

out that the costs recoverable through its tariffs will be incurred as a result of the 

procurement plan approved by the Commission.  Staff is concerned that taking Ameren 

statement at face value is not enough.  Simply stating that costs will only be incurred as 

a result of the procurement plan approved by the Commission, does not guarantee that 

those costs will only be incurred as such.  More specifically, the plain language of 

Section 16-111.5(l) specifically requires a finding of reasonableness with regard to 

implementation and compliance of the procurement plan: 

 A utility shall recover through the tariff all reasonable costs 
incurred to implement or comply with any procurement plan that is 
developed and put into effect pursuant to Section 1-75 of the Illinois Power 
Agency Act and this Section, including any fees assessed by the Illinois 
Power Agency, costs associated with load balancing, and contingency 
plan costs. 

(220 ILCS 5/16-111.5(l) (emphasis added)) 

 Staff therefore submits that only supply costs not involving utility discretionary 

action incurred specifically pursuant to and in strict adherence with a Commission-

approved procurement plan are immune from a subsequent review for reasonableness.  

In this regard, the Ameren Companies’ and Staff’s positions may not be that far apart.  
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The fact that there will be an approved procurement plan means that the decisions 

reflected in the plan have been found to be prudent and reasonable.  Further, the Act 

specifies that certain procurement costs related to the SFCs and financial swap 

contracts are to be deemed prudent. That being said, Staff strongly believes that any 

cost dependent upon a future discretionary act or determination by a utility is subject to 

a finding that such act or determination was not reasonable or prudent.  Ensuring the 

Commission’s ability to make such determinations is at the heart of Staff’s concerns and 

recommendations.  Therefore, Staff has revised its original revisions to the Ameren 

Companies tariffs. 

 Staff’s revisions are necessary to make it clear that costs incurred for 

implementation and compliance, such as, load balancing, contingency plans, and Illinois 

Power Agency fees charged to the Ameren Companies will require a subsequent 

determination of their just and reasonableness.  Moreover, if the Ameren Companies  

procure power not in accordance with an approved procurement plan, those power 

costs and any related costs for arranging and providing for the supply of electric power 

and energy purchased outside of the approved procurement plan are not just and 

reasonable and therefore not recoverable. 

 Finally, the Ameren Companies in their Reply Comments argue that they are 

entitled to “full and complete recovery of power supply costs and “those other costs 

identified” in the statute.  So, all costs identified and described in the statute are to be 

recovered” (Ameren Reply, p. 22) The above statement causes Staff great concern that 

the Ameren Companies although not specifically stating so in their tariffs or 

procurement plan may attempt to recover through Rider PER “collateral requirements or 
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other forms of security requirements.”  It is Staff’s position that collateral costs should 

not be recovered from ratepayers absent more specificity on the part of the Ameren 

Companies.  Staff’s major concern is that the Ameren Companies may attempt to 

recover in Rider PER collateral costs which have nothing to do with power procurement. 

 In support for this position, Staff recommends that the Commission consider 

Ameren’s current collateral costs.  Currently, Ameren’s most likely source of collateral, 

its February 9, 2007, credit agreement would have two types of fees:  a facility fee and 

letter of credit fees.  The facility fee is assessed on the credit facility commitment 

amount.  The letter of credit fee is payable on the undrawn amount of all facility letters 

of credit (“LC”).  Of these two fees, only the latter is traceable to a particular activity, 

e.g., the issuance of a letter of credit.  The facility fee depends on aggregate use of the 

credit facility which could also be used for purposes other than power procurement, i.e. 

general corporate purposes.  Therefore, whether a portion of the facility fee is a cost of 

procuring power and energy will be subject to debate. 

 Fees in a credit agreement are usually based on a utility’s senior unsecured long-

term credit ratings.  Since credit ratings are a function of a utility’s management 

decisions, which (a) might be imprudent; and (b) might have nothing to do with power 

procurement it is further objectionable that  the entire LC fee should be recovered 

through Rider PER as power procurement activity costs. 

 Staff would further add that the fee structure of credit agreements might change 

over time.  In the future, a credit agreement might include a whole new set of fees that 

the Commission may have never seen or contemplated before.  Given that possibility 

the lack of specificity in the Ameren Companies’ tariff and plan, the Ameren Companies 
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should not be permitted to recover collateral costs that are unrelated to power 

procurement. While Staff can see some merit in allowing some LC fees or some portion 

of them to pass through Rider PER (if the fees can be directly traced to specific 

procurement transactions), the Commission should require the Ameren Companies  to 

first establish that none of the LC fees for which it seeks recovery are related to non-

power procurement activities.  Therefore, Staff recommends that the Ameren 

Companies be required to clearly define which fee or costs they want to pass through 

Rider PER 

1. Staff’s Proposed Revisions to Ameren Tariffs 

 The following language revisions reflect Ameren  Rider PER, Original Sheet No. 

31.004 (Ameren Ex. 3.1-CILCO; Ameren Ex. 3.1-CIPS; Ameren Ex. 3.1-IP proposed by 

Staff in its November 9, 2007 filing (Filing, p. 45) with additional revisions proposed by 

Staff (shown in bolded and yellow highlight): 

 

For the purpose of developing retail purchased electricity charges that 
allow the Company to recover the costs it incurs in procuring all the 
component services discussed in the previous section that the Company 
requires to meet applicable Customer instantaneous electric power and 
energy requirements at any given time under the Company's tariffs, 
applicable tariffs on file with the FERC, and other applicable law, the 
Company determines four Purchased Electricity Prices (PEPs).  
Specifically, the four PEPs are (a) the Summer On-Peak PEP, (b) the 
Summer Off-Peak PEP, (c) the Non-Summer On-Peak PEP, and (d) the 
Non-Summer Off-Peak PEP.  Each PEP is equal to the load weighted 
average time of use unit cost, in dollars per megawatt-hour ($/MWh), for 
all such component services pertaining to the corresponding monthly 
billing periods for which retail supply charges are being determined.  
Costs included in the determination of the PEPs are those costs set 
forth in Section 16-111.5(l).include (a) all costs the Company incurs in 
meeting its obligations in accordance with the Procurement Obligations 
section of this Rider; (b) all just and reasonable costs the Company incurs 
in arranging and providing for the supply of electric power and energy; and 
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(c) all reasonable costs the Company incurs in implementing or complying 
with any procurement plan that is developed and put into effect pursuant 
to Section 1-75 of the IPA Act and Section 16-111.5 of the Act, including 
any fees assessed by the IPA. All such costs are deemed to have been 
prudently incurred.  The Company is not allowed to mark-up or include a 
return on such costs.  Notwithstanding the provisions of the previous 
sentence, costs the Company incurs in accordance with the provisions of 
the Preexisting Contracts - Generating Facility Cost Recovery subsection 
of the Procurement Obligations section of this Rider include a return on 
such costs as allowed by the ICC.  Under this rider, the Company 
“recover[s] its costs of procuring power and energy” pursuant to 
such Section 16-111.5. In particular, this rider provides for the 
recovery of the Company’s “costs of procuring power that are 
incurred pursuant to the Commission-approved procurement plan” 
and are specifically identified in the Commission-approved 
procurement plan through a “formula rate or charge” “with no mark-
up or return on the price paid by the [Company] for that supply, plus 
any just and reasonable costs that the [Company] incurs in 
arranging and providing for the supply of electric power and 
energy.”  Included in the costs that are found reasonable and fully 
recoverable under this rider, are “any fees assessed by the Illinois 
Power Agency, costs associated with load balancing, and 
contingency plan costs.” However, this rider also recognizes that the 
Illinois Commerce Commission (ICC) may determine the 
reasonableness of the Company’s costs of arranging and providing 
for supply or costs of implementing or complying with the 
procurement plan, including any fees assessed by the Illinois Power 
Agency, costs associated with load balancing, and contingency plan 
costs in periodic review proceedings and expressly provides for the 
adjustments that may result from such proceedings.” Costs for 
procurement power that are not included in the Commission 
approved procurement plan are not recoverable under this rider. 

 The following reflects AmerenCILCO’s, AmerenCIPS’, and AmerenIP’s proposed 

Rider PER - Purchased Electricity Recovery (“Rider PER”), Original Sheet No. 31.015 

(Ameren Ex. 3.1-CILCO; Ameren Ex. 3.1-CIPS; Ameren Ex. 3.1-IP), as proposed by 

Staff in its November 9, 2007 filing (Filing, p. 51) with additional revisions proposed by 

Staff (shown in bolded and yellow highlight): 

Each year beginning in 2009, no earlier than 90 calendar days after the 
end of the Effective Period associated with the May Determination Period 
of such year, a proceeding must commence in accordance with Section 
16-111.5(l) of the Act to “provide for the correction, on at least an annual 
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basis, of any accounting errors that may occur” in the application of the 
provisions of this Rider.  Any correction of any such error is determined 
and applied in accordance with lawful orders issued by the ICC in such 
proceeding.  Such proceeding shall also include a determination that any 
costs of arranging and providing for supply or costs of implementing 
or complying with the procurement plan, including any fees 
assessed by the Illinois Power Agency, costs associated with load 
balancing, and contingency plan costs are reasonable.. incurred in 
arranging and providing the supply of power and energy are reasonable 
as well as a determination that any costs incurred to implement or comply 
with any procurement plan developed and put into effect pursuant to the 
Illinois Power Agency Act, including fees assessed by the Agency, costs 
associated with load balancing and contingency plan costs are reasonable 
as well. 

IV. CONCLUSION 

 Staff respectfully requests that the Illinois Commerce Commission approve 

Staff’s recommendations in this docket.  
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