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AMEREN ILLINOIS COMPANY’s VERIFIED REPLY TO 

RESPONSES TO OBJECTIONS TO ILLINOIS POWER AGENCY’s  
PROCUREMENT PLAN 

 Ameren Illinois Company (“Ameren Illinois”) submits its reply (“Reply”) to the 

Responses to Objections to the Illinois Power Agency’s (“IPA”) Proposed Procurement Plan 

(“Plan”).   

 Failure to respond to any comment or position of a party should not be construed as an 

endorsement of same. 

1. Reply to the Illinois Power Agency (“IPA”) 

Ameren Illinois commends the IPA on its careful consideration of the issues and the 

conclusions reached in the majority of the IPA recommendations.  The following comments are 

intended to lend support in several areas, while respectfully offering suggestions for 

improvement in other areas.  

i. Renewable Energy Credits (“RECs”) 

The IPA recommends to the Commission that it conduct procurements for 1 year unbundled 

RECs for 2012 in quantities that are consistent with the carve-outs for solar and wind.  But the 

IPA does not foreclose the procurement of long-term RECs in future procurements and 

recommends that a specific proposal be developed related to long-term RECs prior to the next 

plan filing in fall 2012.  IPA Response at 4.   
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Ameren Illinois is in agreement with the IPA recommendation to procure 1 year unbundled 

RECs for the 2012 plan year.  If the IPA desires to propose long-term RECs in future plan years, 

Ameren Illinois is encouraged that the IPA states it will provide a specific proposal.  Including 

the proposed mix of quantities and terms in any future Plan that contemplates long-term RECs 

would be consistent with Section 16-111.5(b) of the Illinois Public Utility Act (“Act”) where it 

states that “the Plan shall specifically identify the wholesale products to be procured following 

plan approval”.  Section 16-111.5(b)(3)(iv) of the  Act continues by stating the Plan should 

include “the proposed mix and selection of standard wholesale products…” and further defines 

standard wholesale products as “including but not limited to…” energy and capacity.  These 

elements as prescribed by statute should be included in any proposal that contemplates long-term 

REC procurements. 

Furthermore, Section 16-111.5(b) states that “nothing in this Section precludes consideration 

of contracts longer than 5 years and related forecast data”.  As such, the proposed mix of 

quantities and terms in the Plan should be based on a forecast which is also included in the Plan.  

Including a forecast is not only consistent with the requirement of the statute, but it is also 

consistent with prudent planning and hedging practices since forecast data is needed to properly 

determine the proposed quantity and term of RECs to be solicited.  Ameren Illinois reiterates that 

it is willing to work with the IPA to create a long term forecast in future planning years.  Ameren 

Illinois Comments and Objections at 3.      

ii. Clean Coal  

The IPA recommends to the Commission that a procurement event for clean coal not occur 

for the 2012 planning year.  However, the IPA indicates that it will pursue cost effective clean 

coal facilities in future Plans and will work though clean coal procurement issues with interested 
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parties via a workshop process when the time is appropriate.  IPA Response at 8.  Ameren 

Illinois agrees with the IPA recommendation. That being said, Ameren Illinois reiterates its 

position that any proposal in the Plan should clearly identify the products to be pursued (energy, 

capacity, and/or renewables) and associated quantities applicable to specific terms.  Ameren 

Illinois Objections at 4.   

iii. Distributed Solar RECs 

The IPA recommends that the Commission remove the distributed SRECs proposal from the 

current Plan.  The IPA desires to have workshops in January 2012 through May 2012 which will 

review the issues raised by parties.  The IPA will then determine whether distributed SRECs 

should be included in future Plans.  IPA Response at 11.  Ameren Illinois agrees with the IPA 

recommendation.  

iv. Procurement of Defaulted RECs 

The IPA recommends that contracts with REC suppliers be modified in such a manner to 

permit Ameren Illinois to purchase replacement RECs as cover damages arising from default.  

The IPA continues by stating that replacement RECs would be purchased up to the aggregate 

cost of the RECs in default, satisfying the renewable resource budget.  Moreover, the Plan 

proposes that the Utilities first obtain replacement RECs from bidders that were successful in the 

spring 2012 procurement event, under the same price terms as set by the procurement event, 

thereby satisfying that any replacement RECs be priced below the confidential benchmarks.    

IPA Response at 13.   

Ameren Illinois notes that existing REC contracts contain default provisions which reference 

Ameren Illinois’ right to collect a settlement amount based on market losses (liquidated 

damages).  But as a practical matter, this clause does not ensure that such losses will be collected 
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because the defaulting party may be in bankruptcy.  The crux of this discussion is that it is not 

clear to Ameren Illinois that the IPA proposal to change the contract terms provides any 

additional protection relative to existing contracts.   

Most importantly, Ameren Illinois can find no statutory authority by which it could 

administer any solicitation, even a small solicitation as proposed by the IPA.  Ameren Illinois 

reiterates that this responsibility falls to the IPA and that the Commission agreed (Docket No 10-

0563 at 94) by stating “if a new RFP must be issued, the Commission considers it appropriate for 

any replacement short-term RECs to be procured by the IPA”.  Ameren Illinois Comments and 

Objections at 6.    

If the Commission desires to address the issue of procurement of defaulted RECs in this Plan, 

Ameren Illinois is of the opinion that Staff has offered the best proposal, but this is primarily 

because the Staff proposal has correctly eliminated the role of Ameren Illinois in regards to the 

procurement of defaulted RECs.  Ameren Illinois reiterates that it is not clear if two components 

of the Staff proposal are consistent with the RPS.  The first is the proposal to carry over 

defaulted RECs to the following proximate year and the second is the proposal that any dollar 

amounts that were not spent due to the default, plus any additional collateral retained by Ameren 

due to the default, shall be added to the REC budgets for the subsequent plan year.  Under both 

proposals, a default in one year impacts the subsequent year and doing so may not be consistent 

with the RPS.  Ameren Illinois Response at 5-6.  When considering the magnitude of 

disagreement regarding this issue, perhaps the better course of action is to allow the parties to 

explore the use of defaulted RECs before the next Plan, in the hope of finding common ground 

supported by the law. 

v. Forecast Updates & Portfolio Rebalancing in the Event of Significant Shifts in Load  
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Ameren Illinois has reviewed the IPA recommendations regarding the requirement for 

updated forecasts and portfolio rebalancing in the event of significant shifts in load.  Ameren 

Illinois appreciates the careful consideration of these issues given developments in the residential 

markets in Illinois and has no objections to the IPA recommendation.  For clarity, as Ameren 

Illinois interprets the current proposal, the Plan includes three forecast updates:   

a. The IPA Plan states that “given the increase in residential switching in the past year, 
the IPA seeks updated forecasts from the Utilities in early November 2011 so as to 
improve the accuracy of purchase quantities resulting from the Plan.  Such forecasts 
will be submitted to the Commission and to the IPA”.   IPA Plan at 21.   
 

b. The IPA further states that “The PUA requires that the IPA provide the criteria for 
portfolio rebalancing in the event of significant shifts in load.  In large measure, 
the portfolio is automatically rebalanced on an annual basis, as shifts in load are 
incorporated into the utility-prepared forecasts used in the IPA’s plans.  However, 
the IPA recognizes that between the time each plan’s forecasts are prepared and 
the time that the relevant portion of the plan is implemented, the conditions 
underlying those forecasts can and do change.  Thus, between March 1 and 
March 10, the IPA recommends that Ameren submit to the IPA and to the 
Commission staff a revised base-case forecast of monthly on-peak and off-peak 
loads encompassing the first three years of the five-year planning horizon.  Since 
a significant driver of load shifting is customer switching to alternative retail 
electric suppliers and, more recently, to municipal aggregation programs, the IPA 
recommends that Ameren pay particular attention to these factors.  It is also 
recommended that Ameren survey the actual number and size of the 
municipalities that have at that time filed with the relevant election authority to 
hold, or have already passed referenda, approving “opt out” aggregation.  Based 
on the information provided by Ameren, the IPA will work with Ameren, the 
Commission staff and the procurement administrator and monitor to revise the 
volumes of energy products that will be sought through the spring procurement 
events, but only if a consensus is reached”.  IPA Response at 22.    

c. The IPA continues by clarifying “it does not intend to delete the language in 
Attachment A, which governs the process in the event that there is a shift in load after 
the procurement event.  The Plan proposes an additional trigger to account for a 
shift in load that is recognized by the Utilities from the time the Commission 
approves the Plan in December 2011, and the procurement event in the Spring 2012”.  
To clarify this proposal, the IPA recommends that the language at pages 38 (Ameren) 
and 47 (ComEd) be revised as follows: “The PUA requires that the IPA provide the 
criteria for portfolio rebalancing in the event of significant shifts in load.  Over the 
term of the Plan, the most significant driver of load shifting levels is customer 
switching.  In the event that Ameren’ [ComEd’s] annual forecast increases above the 
High Forecast or decreases below the Low Forecast during the active delivery year of 
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an approved Procurement Plan, Ameren [ComEd] shall promptly notify the IPA.  The 
IPA will subsequently convene a meeting with Ameren [ComEd], Commission Staff, 
and the procurement administrator to determine whether it is appropriate to rebalance 
the portfolio, and if so, to what extent and how such a rebalancing can be achieved.”  
IPA Response at 14-15.    
 

Ameren Illinois is of the opinion that item c) above could be improved by striking the phrase 

“volumes of energy” when describing the rebalancing.  Doing so would allow revisions in the 

purchase quantities for energy and capacity.  The REC purchase quantities could not be revised 

because such quantities are based on historical load, but the REC dollar limit could be revised 

since it is calculated based on load projections.    Striking this phrase may be advantageous 

because it will allow greater flexibility to change the quantities for energy and capacity or the 

REC dollar limit if such a change is warranted and a consensus is reached.   

In summary, Ameren Illinois has no objection to the proposals by the IPA as they relate to 

forecast updates and portfolio rebalancing and makes only minor suggestions for improvement.  

Ameren Illinois interprets that it has three requirements under the IPA proposal as listed above.   

vi. Capacity 

The IPA agrees with the Staff position that the Plan should be modified to procure capacity 

for Ameren Illinois only for the June 2012 through June 2013 planning year as opposed to the 

original Plan which would solicit 50% of the projected capacity for 2013/2014 and 35% of the 

capacity for 2014/2015.  The IPA therefore recommends modifications to the Plan to eliminate 

solicitations for the 2013/2014 and 2014/2015 planning years.  IPA Response at 18. 

Ameren Illinois provided a detailed discussion of this issue in its response (Ameren Illinois 

Response at 1-4) and will not repeat it fully here.  But Ameren Illinois reiterates its opinion that 

the original Plan arguably contained a better proposal.  Admittedly this decision is a difficult 

one, but Ameren Illinois points to key differences between the PJM capacity market and that 
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pondered by MISO, namely a three year forward market versus a one year forward market.  The 

result is that adopting the strategy in the revised IPA proposal will result in a dramatically 

different hedging strategy between Ameren Illinois and Commonwealth Edison Company ( 

“ComEd”) as illustrated below.  While it is true that that past Plans have had different hedging 

strategies for Ameren Illinois and ComEd, this difference becomes more dramatic with the 

revised IPA proposal.  Returning to original IPA proposal would reduce this difference and 

maintain consistency with prior Plans.    

 

Furthermore, pursuing a solicitation as pondered by the IPA in its original Plan does not 

obligate the IPA to make purchases on behalf of Ameren Illinois.  That’s because the 

benchmarking process lies with the IPA in conjunction with the Procurement Administrator, 

Staff and Procurement Monitor and therefore any bids above the benchmark would be rejected in 

favor of purchases via MISO. 

Ameren Illinois notes that MISO has committed to keep its monthly capacity construct in 

place for 2012/2013.  As such, bilateral purchases as proposed in the Plan should be priced as 

$/MW-Month, which is consistent with prior years.  The MISO proposal pending at FERC 

suggests a transition to a yearly capacity construct with zonal differences starting in 2013/2014, 

though it remains unclear if such a proposal will be approved and implemented by 2013/2014.  

Bilateral purchases could be made by the IPA for 2013/2014 and 2014/2015 pursuant to its 

original Plan, with pricing as $/MW-Year in anticipation of the MISO transition to a yearly 

Past IPA Plans for AIC AIC Via MISO ComEd Via PJM
Year 1 100% 100% 100%
Year 2 70% 0% 100%
Year 3 35% 0% 100%

Comparison of Capacity Purchasing Methodologies
% of Forecasted Requirement
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construct.  However, in the event the MISO proposal at FERC is delayed or rejected, the 

contracts associated with any 2013/2014 and 2014/2015 bilateral purchases could include 

language such that the quantities and price are converted to $/MW-Month so as to comply with 

the current monthly capacity construct.   

The crux of this discussion is that uncertainty surrounding when MISO will commence its 

yearly capacity market can easily be addressed by the Procurement Administrator in the drafting 

of the contracts associated with an IPA bilateral solicitation for 2013/2014 and 2014/2015.  And 

if such a solicitation results in capacity suppliers applying a risk premium to their bids, the 

benchmarking process will protect customers should that premium be priced at unacceptable 

levels.   

 In summary, Ameren Illinois understands the difficulty associated with determining the best 

course of action regarding capacity solicitations beginning with the 2013-2014 plan year.   

However, given the detailed discussion in its Response and summarized above, the original IPA 

proposal to purchase a portion of capacity for 2013/2014 and 2014/2015 represents the better of 

the two options.  That being said, if the Commission disagrees with Ameren Illinois and 

determines that the IPA should solicit capacity for the 2012-2013 plan year only and not for the 

2013-2014 and 2014-2015 plan years, Ameren Illinois requests this issue be reviewed again in 

the future plan years.        

vii. Final Plan 

The IPA commits to posting to its website a final Plan taking into account the Commission’s 

order within 30 days of Plan approval.  IPA Response at 17.  While Ameren Illinois appreciates 

the efforts of the IPA in this regard, it is noteworthy that ComEd recommended the IPA submit 

an “as approved” version of the Plan as a compliance filing in this Docket.  ComEd Objections at 
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36.  Ameren Illinois agrees with this recommendation by ComEd.  This would become especially 

important given a scenario where the final Plan has errors or inconsistencies with the 

Commission’s Order.   Under the IPA proposal, it is unclear what recourse the parties would 

have, if any, to correct such errors or inconsistencies. Ameren Illinois therefore recommends the 

IPA submit its final Plan as part of a compliance filing in the docket.  

2. Reply to the Illinois Commerce Commission Staff (“Staff”) 

i.  Benchmarks 

Staff states that various recommendations for constructing benchmarks in the Plan should 

be dismissed as a matter of law.  Staff continues by stating that benchmarks are clearly the 

responsibility of the Procurement Administrator subject to Commission review and approval on a 

confidential basis.  Staff Response at 9.  Put simply, Ameren Illinois agrees with Staff’s 

assessment and notes that ComEd agrees as well.  ComEd Response at 18. 

ii. Alternative Plan for Hedging   

Staff puts forth a conditional alternative to the three-year hedging ratio used by the IPA in 

this and past Plans given a scenario where the Commission agrees with ICEA and RESA that 

more market reflective pricing would be of benefit.  Staff Response at 11. 

Ameren Illinois notes that the hedging strategy of 100% in year 1, 70% in year 2 and 35% in 

year 3 has been used successfully in past Plans and resulted from considerable analysis by the 

IPA.  Any deviation from the existing strategy should be backed by analysis suggesting it is the 

more beneficial alternative.  Since no analysis exists in this Plan, Ameren Illinois respectfully 

suggests the Staff alternative should be tabled until such time as the IPA and its consultants can 

evaluate this proposal and include the results in future Plans. 

3. Reply to Commonwealth Edison Company (“ComEd”) 
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i. Portfolio Rebalancing  

ComEd believes that the IPA’s original and more limited proposal specific to the effect of 

municipal aggregation is more in keeping with the language and spirit of the PUA.  ComEd 

Response at 22.   

 Ameren Illinois reiterates its desire to use a combination of municipal aggregation data 

and switching statistics given the relative infancy of municipal aggregation in the Ameren 

Illinois service territory when compared to that of ComEd.  This is consistent with the revised 

IPA proposal.  IPA Response at 22.  Ameren Illinois therefore supports the revised proposal by 

the IPA. 

ii.  RPS Forecast 

ComEd responds to Wind on Wires (“WOW”) that the methodology associated with its RPS 

forecast is correct as provided in the Plan.  ComEd Response at 29.  Ameren Illinois agrees with 

ComEd and notes its Response reached the same conclusions.  Ameren Illinois Response at 8-11. 

4. Reply to Wind on Wires (“WOW”) 

i. Clarification Regarding 20-Year Load Forecast 

WOW states that Ameren Illinois suggests that the utilities provide a long term forecast of 12 

or 20 years.  WOW continues that such a forecast would not be accurate and therefore is of no 

benefit.  WOW Response at 2-3. 

WOW has taken the recommendation of Ameren Illinois out of context.  Ameren Illinois 

recommended the IPA solicit RECs for the prompt year only.  Ameren Illinois continued by 

stating if the Commission disagrees and determines that if the original IPA proposal for long-

term RECs should be pursued, the Plan should first clarify whether the maximum term desired is 

12 or 20 years (because the original IPA proposal listed both terms, thus creating confusion) and 
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second should include a forecast along with a specific mix of quantities and terms to be solicited.  

Ameren Illinois Objection at 3.   

Ameren Illinois notes that the revised IPA proposal desires to pursue one year RECs only.  

IPA Response at 4.  Ameren Illinois is in agreement with this proposal.  Assuming the 

Commission agrees with the revised IPA proposal, it would render moot the issue of whether to 

include a long term forecast pertaining to this Plan.  But the point remains any future Plan that 

ponders long term RECs should include a forecast and identify a specific mix of quantities and 

terms to be solicited.  This will ensure the Plan is consistent with the requirements of the statute 

and prudent hedging and planning practices.   

WOW states that the accuracy of any long term forecast is suspect because ARES contracts 

are generally limited to three years and thus switching forecasts beyond three years are 

questionable.  WOW Response at 2-3.  Ameren Illinois is not convinced this is the case because 

ARES contracts may expire and may be subsequently rolled over with the same or different 

ARES.   But regardless of this debate, Ameren Illinois notes that WOW is effectively 

highlighting the risks associated with long term contracts.   The inaccuracy pertaining to long 

term projections of load is one of the primary reasons the IPA has consistency pursued a three-

year laddered hedging strategy for energy and capacity.    

In summary, Ameren Illinois finds no need to include a long term forecast in the Plan given a 

scenario where the Commission agrees with the revised IPA proposal of procuring one year 

RECs only.  However, any future Plan that contemplates long term purchases should include a 

forecast so as to be consistent with the statutory requirement and prudent hedging and planning 

practices.  If such a forecast is deemed inaccurate, it illuminates the risks associated with long 

term purchases and may suggest a more cautious approach.  In addition, Ameren Illinois believes 
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that any proposal for long term purchases should include the mix and quantities of terms to be 

solicited along with supporting analysis.  

5. Reply to Attorney General (“The People”) 

i. Flexibility to Solicit Bids for Short Term and Long Term Renewable Resources 

The People suggest that the Procurement Administrator accept bids of varying terms and 

evaluate bids with price as the guiding principle.  People Response at 1-3.   

Ameren Illinois has several concerns with this proposal.  First, the Plan contains a forecast 

and budget for renewable resources for the prompt year only.  As previously stated, the statute 

requires that any proposed hedging strategy be prepared after consideration of a forecast.  

Second, other than the prompt year, the Plan contains no proposal regarding a mix of quantities 

and associated terms.  Such details are also required pursuant to the statute.  Finally, the proposal 

has not described a methodology as to how bids and quantities of varying terms would be 

evaluated.  As Staff points out in its response and objections, presumably this could be done by 

the IPA and the Procurement Administrator during the implementation phase.  Staff Response 

and Objections at 13-14.  But without an upfront understanding of the methodology associated 

with such evaluation, it would be a leap of faith for the Commission to assume the resulting 

outcome would balance the desire to achieve low cost and price stability.   

For future Plan years where longer term RECs are proposed, Ameren Illinois is of the 

opinion that the uncertainty surrounding the evaluation methodology could be removed if a 

specific mix of quantities and terms were provided within the Plan.  In such a case, the 

evaluation methodology would be known in advance and would simply become the lowest price 

bids associated with each desired term and with quantities up to those specified in the Plan and 

subject to the benchmarks developed in the implementation phase.     










