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AMEREN ILLINOIS COMPANY’s 
VERIFIED COMMENTS AND OBJECTIONS TO THE  

ILLINOIS POWER AGENCY’S PROPOSED PROCUREMENT PLAN 

The Illinois Power Agency (“IPA”) filed a petition for approval of its procurement plan 

(“Plan”), with the Illinois Commerce Commission (“Commission”) on September 30, 2013.   

Ameren Illinois Company (“Ameren Illinois”) offers the following comments and/or objections 

pursuant to Section 16-111.5(d)(3) of the Illinois Public Utilities Act (“Act”), 220 ILCS 5/16-

111.5(d)(3).  

Ameren Illinois congratulates the IPA on the filing of its Plan and further appreciates the 

IPA including in the Plan the majority of our informal comments associated with the public 

review process prior to this proceeding.  Ameren Illinois therefore generally supports the Plan 

contents and its recommendation, however, in an effort to provide certain clarifications and to 

ensure the Plan is in accord with Sections 16-111.5(d)(4) and 16-111.5B, Ameren Illinois offers 

comments and objections as described below.  Ameren Illinois also provides certain 

recommendations as part of an enclosed redline version of the Plan.  

1. Energy 

a. The Plan recommends that the forward hedging strategy be changed to 106% for 

June through October of the prompt year, 100% for November through May of the prompt year, 

50% prompt year + 1 and 25% prompt year + 2.   Plan at 12.  Ameren Illinois does not object at 
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this time regarding the proposal to change a portion of the prompt year hedging from 100% to 

106%, although the benefit is not entirely clear to Ameren Illinois, especially as it pertains to 

October, a non-summer month which traditionally has lower price volatility compared to 

summer months.  However, regarding the proposed change in hedging strategy for prompt year + 

1 and prompt year + 2, Ameren Illinois supports the proposed reduction in forward hedging 

quantities, especially in light of the uncertainty of eligible retail load across the planning horizon.  

Regarding load uncertainty, the Plan discussed one scenario regarding the possibility of being 

under hedged if customers return to eligible retail load, while another scenario discussed the 

possibility of being over hedged if load continues to migrate from the eligible retail portfolio and 

excess hedges were to become out of the market.  Plan at 52.  While Ameren Illinois applauds 

the identification of various forward looking scenarios, Ameren Illinois encourages more specific 

identification of risks to eligible retail customers.  For example, if switching were to approach 95% 

to 100% thus resulting in hedges in excess of requirements and if such hedges were at a price 

that is out of the money, the dwindling pool of eligible retail load could, in a worst case scenario, 

incur exponentially increasing costs as the excess hedges are sold back to the market at a loss 

and that loss is spread over the smaller pool of eligible retail customers.   This tail event could be 

perilous to the last remaining customers on eligible retail load.  Conversely, if customers return 

to eligible retail load, it would likely be because the default supply price is lower than market.  

The IPA would then subsequently be required to hedge at prevailing market prices thus 

increasing the overall eligible retail load tariff price.  But this price increase would be spread 

across a larger pool of load (since load has returned) and the resulting price would not exceed the 

market price.  In summary, the risk of a dramatic price increase to eligible retail customers 

appears to be greater under a scenario where hedges are in excess of requirements as opposed to 
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a scenario where hedges are less than requirements.  Ameren Illinois encourages greater 

discussion in the Plan pertaining to this issue.      

b. The Plan proposes that energy be procured via two procurement events for the 

2014/2015 plan year (one in April that hedges June through October at 106% and November 

through May at 75% and a second procurement event in September which hedges the remainder 

of November through May to achieve 100%).  Plan at 12 and 14.  Ameren Illinois agrees with 

the Plan that it is unlikely a second procurement specific to Ameren Illinois would occur given 

that existing hedges for November 2014 through May 2015 are projected to be in excess of 100%.   

Plan at 92.   However, Ameren Illinois is concerned that a second procurement event in future 

Plans could add administrative cost which would be borne by eligible retail customers and such 

costs may outweigh the incremental hedging benefit of the second procurement event.  That 

being said, the Plan has described a manner by which such factors will be considered and a 

decision reached as to whether a second procurement event be pursued.   Plan at 14.  Because it 

is unlikely a second procurement event will occur for Ameren Illinois associated with this Plan 

and further because the Plan has described a methodology by which the IPA will determine if a 

second procurement event will occur, Ameren Illinois does not object at this time regarding the 

proposal.      

c. The Plan also proposes that the July 2014 forecast required of Ameren Illinois in 

the next Plan (which will cover the period June 2015 through May 2020) should include an 

update of the period November 2014 through May 2015, which represents a portion of the 

prompt year associated with this Plan.  The IPA desires to use the updated forecast for November 

2014 through May 2015 in determining whether a September 2014 energy procurement (second 

procurement for the prompt year) should be pursued and for determining the associated 
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quantities, if any.  The Plan is clear that the November 2014 through May 2015 forecast update 

would have no bearing on the curtailment quantities under the long term renewable contracts.  

While Ameren Illinois agrees with this proposal, the Plan should be clear that it is seeking 

Commission pre-approval of the November 2014 through May 2015 updated forecast in this Plan 

and through consensus of the aforementioned parties in July 2014.   Furthermore, the forecast 

update for November 2014 through May 2015 should be submitted to the IPA independent of the 

five year forecast (June 2015 through May 2020) associated with the next Plan.  And finally, 

since the November 2014 through May 2015 forecast update is pre-approved in this Plan, it will 

not become part of the docketed proceeding in the next Plan.   The language as currently 

proposed in the Plan could lead to confusion and hence Ameren Illinois recommends these 

clarifications.   

2. Supply Contracts 

a. The Plan recommends that prior contracts be used in this and future Plans given 

that parties have had considerable input in prior language and the process by which input is 

solicited is time consuming and expensive.  The Plan also states the amount of comments has 

declined significantly relative to earlier procurements and therefore the review process has 

reached a point of diminishing returns.   Plan at 109.   

b. However, the Plan also successfully identifies that contracts from prior 

procurement events cannot be automatically used in future procurement events given that 

markets are so dynamic.  Plan at 109.   

c. The Plan indicates that the energy contract used in the last procurement event 

(Rate Stability Procurement in 2012) will form the starting point for the upcoming contract.    

Plan at 109.  Ameren Illinois recommends this language be expanded in the Plan so as to more 
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specifically define the process by which the energy contract terms will be identified.  

Specifically, Ameren Illinois recommends that the IPA, Commission Staff, Procurement 

Administrator, Procurement Monitor and Ameren Illinois undertake a joint review of the 2012 

energy contract in order to identify what terms, if any, need to be modified.  Once consensus is 

reached among these parties, the supplier comment process would be limited to discussion on 

proposed changes that have been made relative to the previously used 2012 energy contract.  If 

consensus to a change cannot be reached among the parties then the provision in the 2012 energy 

contract would be used.  Ameren Illinois recommends this proposal be stipulated within the Plan 

and approved by the Commission.    

3. Technical Issues 

a. The legends associated with Figures 4-2, 4-3 and 4-4 appear to be incorrectly 

labeled.  Plan at 45-46.  Specifically, the graphical illustrations associated with legend “RSP” 

(where RSP is short for Rate Stability Procurement associated with SB 1652) show a quantity of 

energy hedges that varies by month whereas the RSP procurement resulted in 7x24 annual blocks 

that do not deviate month to month.  The implication is that the graphical illustration appears to 

also include the long term renewable contracts and therefore, Ameren Illinois suggests the legend 

for “RSP” be changed to “RSP & 20-Yr. RPS Contracts.”  In addition, the graphical illustrations 

associated with legend “RPS and 20-Yr. RPS Contracts” (where RPS is short for Renewable 

Portfolio Standard) show a quantity of energy hedges that appear to pertain solely to the long 

term renewable contracts.  Therefore, Ameren Illinois suggests the legend for “RPS and 20-Yr. 

RPS Contracts” be changed to “20-Yr. RPS Contracts.”   

b. Because the energy efficiency programs submitted in the Plan have yet to be 

approved by the Commission, Ameren Illinois recommends a portion of the titles pertaining to  
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Tables 7-4 through 7-7 be changed from “Including Approved Energy Efficiency Programs” to 

“Including Submitted Energy Efficiency Programs.”  Plan at 94-95. 

4. Full Requirements 

a. The Plan states that the definition of “standard product” may be broad enough to 

include wholesale load-following products (including full requirements or partial requirements) 

as long as the procurement is standardized such that bids may be judged solely on price.  Plan at 

17.  The Plan continues by stating that the legal question regarding the IPA’s authority to procure 

full requirements products was litigated in ICC Docket No 11-0660, but the Commission did not 

Order on the matter at that time.  The Plan continues by stating that the IPA anticipates the 

matter will be re-litigated in this docket to the extent that ICEA’s proposal for a full requirements 

procurement is litigated as well.    

b. Ameren Illinois notes that the Plan proposes a very limited quantity of energy 

procurements for Ameren Illinois eligible retail load and proposes no procurement of capacity 

and no procurement of renewable resources (on the contrary certain renewable contracts are 

proposed to be proportionally curtailed throughout the five year planning horizon).  Given the 

limited procurement associated with the Plan and the uncertainty of load supplied to eligible 

retail customers, Ameren Illinois believes the timing for a debate regarding the IPA’s authority 

to procure full requirements and a subsequent decision by the Commission would be better suited 

for future Plans.   

c. However, if this issue is to be determined within this proceeding, numerous 

factors would need to be considered.  First, a determination should be made as to whether load 

following products (including full requirements and partial requirements) are allowed under the 

IPA Act.   This matter would appear to relate primarily to the interpretation of the definition of 
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“standard wholesale products” in the IPA Act.  Second, the insignificant amount of load 

proposed to be hedged in the Plan needs to be contrasted against the effort and cost associated 

with implementing a full requirements procurement.  It is noteworthy that the Plan proposes the 

procurement of energy hedges pertaining to Ameren Illinois for only three months of the prompt 

year, with the average hedge quantity for these monthly blocks being less than 100 MW.  For 

these three months, only one month (July 2014) includes a proposed procurement for both on 

peak and off peak hedges.  The limited size of the proposed energy procurement does not appear 

to justify a determination in this Plan as to whether load following products are allowed under 

the law.  Nor does it appear to justify the development of a contract and the implementation of a 

procurement event for a full requirements product.  Third, the load following product would need 

to be further defined.  For example, a determination would need to be made as to whether the 

product includes energy only or includes energy plus capacity or includes energy, capacity and 

an acceptable form of renewable resources (e.g., renewable energy credits).  In addition, the 

product should define whether the buyer or seller is responsible for weather and switching risk 

and further which party would act as the market participant responsible for administering the 

contract within MISO.  Such administration could prove difficult and costly since MISO 

schedules are due within several days of the operating day and final meter settlement is not 

available until 105 days after the operating day (this issue may require a preliminary and final 

settlement component of the contract further complicating the matter).  If the contract is not 

intended to settle within MISO and instead is intended as a financial product, the ramifications as 

to whether such a contract would have reporting requirements associated with Dodd Frank would 

need to be considered, and if so, who is the reporting party.1  Fourth, any risk premiums 

                                                 
1 See 12 U.S.C. § 5511, et seq. 
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associated with full requirements products would need to estimated and compared against any 

perceived benefit received of the products.  While the Plan has provided some analysis in this 

regard, a litigated review and debate regarding the assumptions and conclusions would likely 

prove time consuming, contentious and costly.   

d. In summary, for the aforementioned reasons, Ameren Illinois recommends the 

load following debate (including full and partial requirements products) and any subsequent 

decision by the Commission be delayed until future Plans.  Considering the matter now would be 

a time consuming and costly effort which does not appear to be justified based on the limited 

quantity and type of hedging proposed in the Plan.   

5. Energy Efficiency 

a. Section 2.8 Demand Response Products (pp. 21-22; 90) 

The IPA states that it may include cost-effective demand response products in its 

Procurement Plan.  The IPA goes on to specify the requirements for the procurement and 

implementation of such demand response products.  Because Section 16-111.5B of the Act does 

not address demand response products (though certain provisions of Section 8-103 reference 

demand response programs), Ameren Illinois understands that any approved demand response 

programs would be offered outside of the energy efficiency portfolio approved in this docket.  In 

addition to the logistical difficulties of offering demand response products to “eligible retail 

customers” (i.e., reliably identifying those customers who are offered energy efficiency programs 

through the Plan), Section 16-111.5B’s other restrictions on the provision of demand response 

products (e.g., cost-effectiveness) present significant barriers to offering any such products 

through the portfolio at this time.  Although no incremental demand response products are 
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proposed in this Plan, to the extent any demand response products are approved in future Plans, 

they would not be offered through Section 16-111.5B programs, but through other channels.   

b. Section 7.1.1 Incremental Energy Efficiency in the 2013 Plan (p. 81) 

For the sake of clarity and completeness, Ameren Illinois recommends the following 

change on page 81 to reflect that savings targets are based on factors other than just maximum 

spending level for the utilities’ implementer contracts: 

It should be noted that each of these savings targets is based on several factors, including 
bids, implementer estimates, and a maximum spending level for the utilities’ implementer 
contracts. 

c. Section 7.1.2 ICC Workshop (p. 82) 

Again, for clarity and completeness, Ameren Illinois recommends the following change 

on page 82 to reflect that net-to-gross (“NTG”) can play a role in the front-end approval process.  

Specifically, NTG currently impacts the evaluation of whether a program is cost-effective, and if 

the NTG value is not fixed (or “deemed”) for the year, there is increased uncertainty with respect 

to estimated savings values during the approval process: 

Other issues, such as verification, or “net to gross,” certainly play roles in Section 16-
111.5B programs, but not necessarily in the front-end approval process to be carried out 
in this docket. 

d. Section 7.1.3.1 Feedback Mechanisms (pp. 82-83) 

The IPA notes that “NRDC raised an interesting point that the third party bids tended to 

be focused on retrofit programs rather than programs that would influence the purchase of 

efficient products.”  Plan at 83.  Ameren Illinois does not disagree with NRDC’s observation, but 

notes that the available energy efficiency programs reflect the current market.  As such, the focus 

on retrofit programs is not “problematic,” as noted by the Plan and therefore should not be 

further addressed by the Commission or the IPA.   Ameren Illinois expects that as the market for 
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energy efficiency products evolves, so too will the bids submitted to the IPA pursuant to Section 

16-111.5B. 

e. Section 7.1.3.2 Transition Year Program Expansion (pp. 83-84) 

The IPA states that legislative change would be necessary to address the “issue” that 

arises in each “transition year” (i.e., every three years) when the utility must propose energy 

efficiency programs pursuant to Section 16-111.5B before its Section 8-103 programs are 

approved.  The issue, as explained in the Plan, is that the timing set forth in the Act provides that 

the Section 16-111.5B programs must be bid and submitted before the Commission can review 

and approve the Section 8-103 programs for the next procurement year.  However, Ameren 

Illinois notes that the approach taken this year by both Ameren Illinois and ComEd seems to 

adequately account for the “transition year” issue without legislative change. 

f. Section 7.1.3.3 DCEO Participation (p. 84) 

The IPA states that it hopes DCEO and the utilities will coordinate so that DCEO 

programs can be included in the Plan in the future.  Plan at 84.  Ameren Illinois does not disagree 

with the spirit of the IPA’s recommendation regarding utility-DCEO cooperation and looks 

forward to the continued collaborative relationship it has with DCEO.  However, Ameren Illinois 

echoes the Plan’s concern with statutory limitations and other challenges (like contracting) that 

may require more than just coordination between the utilities and DCEO to resolve this issue.  At 

this time, Ameren Illinois recommends that a decision regarding how DCEO will participate in 

the IPA Plan be deferred. 

g. Section 7.1.3.4 Consideration of All Third-Party Bids (pp. 84-85) 

Noting that it is not aware of a Commission-approved standard for the terms 

“duplicative” and “competing” in the context of Section 16-111.5B, the IPA proposes definitions 

for these terms.  The IPA proposes to use the term “duplicative” to mean “a program that 
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overlaps an existing program in a manner in which greater market participation by vendors does 

not yield sufficient additional value to consumers.”  Plan at 84.  Ameren Illinois does not 

disagree with this definition of “duplicative,” and understands the definition to mean that a utility 

need not perform additional evaluation of the vendor, such as evaluating the vendor’s reputation, 

creditworthiness, or references, before excluding the program.  The IPA’s definition of 

“competing,” on the other hand, is problematic.  The IPA proposes using the term “competing” 

to refer to programs that would benefit from “multiple channels,” and that “competing programs 

would be acceptable to the extent that the competition does not render one or both non-cost 

effective.”  Plan at 85.  Ameren Illinois disagrees with this definition and with including such 

competing programs in the Plan.  Allowing different vendors to offer essentially the same 

program to different geographic or end-use segments is more complex and potentially disruptive 

to the market than implied by the Plan.  This is especially true for programs that rely on mass-

market communication channels, which could be negatively impacted by competing messages.   

The inclusion of competitive and duplicative programs presents problems such as: (1) 

inaccurate TRC calculations, since the TRC of a program is calculated based on the program in 

isolation (absent of duplicative or competitive programs); (2) market confusion and reduced 

savings caused by potential customer and program ally frustration, and reduced integrity for the 

energy efficiency program as a whole; (3) inefficiencies and duplication of program costs, 

especially in the cases of programs competing/duplicating expanded programs; and (4) additional 

risk associated with being required to contract (via the approval of all cost-effective programs 

identified in the IPA Plan)  with new, competing vendors.   

Even the Plan recognizes that there are problems with including competing/duplicative 

programs, and notes that the utilities should “be given some level of discretion . . . in judging 
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which programs to include and which ones [are] duplicative and [do] not add value.”  Plan at 85.  

In fact, in Section 7.1.4.2, the IPA itself recommends excluding one of Ameren Illinois’ 

proposed programs because it would compete with an already-existing program implemented 

under Section 8-103.  Plan at 87.  Regarding Ameren Student Energy Kits, “the IPA does not 

recommend the inclusion of [this] program under Section 16-111.5B” because “the market sector 

may be well served” by Ameren Illinois’ proposed student energy kit program offered by a 

different vendor and on a larger scale in its 8-103 portfolio.  Ameren Illinois supports the 

approach taken by the IPA with respect to Ameren Illinois’ Student Energy Kits and 

recommends that the IPA Plan clearly state that utilities have the authority to screen for 

programs that are competing/duplicative.  When screening for competing/duplicative programs, 

the utilities should be allowed to take into account the factors identified by the IPA, as approved 

by the Commission, if the Commission chooses to adopt the IPA’s standard for duplicative or 

competing programs.  Plan at 85.  Ameren Illinois further requests that the IPA Plan be revised 

to reflect that neither duplicative nor competing programs should be approved pursuant to 

Section 16-111.5B(a)(3) or (5). 

Finally, Ameren Illinois recommends the following change on page 84 to correct a small 

inaccuracy and to reflect the actual provider of the referenced program: 

Although it may be obvious in some cases (such as with Ameren’s SAIC Small Business 
Direct Install program, discussed further below) 

h. Section 7.1.4.1 Ameren Duplicative Program (pp. 86-87) 

Ameren Illinois recommends the following change on the first line of page 87 to correct 

small (but important) inaccuracies: 

Class B and C office spaces are already served by Ameren’s SAIC’s program (but not 
specifically targeted), so failure to include the Bidder program would not hinder the 
statutory mandate to expand cost effective energy efficiency programs. 
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i. Section 7.1.4.3 Ameren’s Expansion of Small Business Direct Install Program 
(p. 87) 

In Section 7.1.4.3 (p. 87), the IPA says it would like additional discussion from Ameren 

Illinois regarding the Company’s recommendation that it implement its small business direct 

install program at the base level (as opposed to an expanded version).  Ameren Illinois rolled out 

the small business direct install program only recently – on June 1, 2013.  This program is a “feet 

on the ground program,” meaning that an Ameren Illinois employee knocks on the door of 

businesses to ask if Ameren Illinois could perform a quick assessment of the business facility.  If 

the customer agrees, an assessment is completed that provides estimated savings, recommends 

measures the business could install, and provides the measures’ costs.  If the customer wants to 

proceed with installing the recommended measure(s), the customer schedules an appointment for 

a contractor to install the measure(s).  In the Company’s IPA submissions for last year and this 

year, the Company had to estimate a number of variables to calculate the costs and benefits of 

this new program.  Estimates were used for the following variables: number of businesses that 

could be called on per day, number of businesses per day that would allow an assessment to be 

performed, number of assessments that would actually turn into installed projects, the mix of 

measures that would be installed, and the net-to-gross rate.  At the time of this filing the 

implementer is at the stage of obtaining the first field data to compare actual results to the 

estimates used in the program analysis.  If the actual results are different than the estimates, both 

the savings and the total resource cost test would change.  

Although programs implemented under Section 16-111.5B do not have penalties for non-

performance, Ameren Illinois believes it has a role in assessing whether the budgets and savings 

bid for a program are reasonable and likely to be achieved.  The IPA will rely on this expansion 

of energy efficiency instead of purchasing additional supply and Ameren Illinois is reviewed by 
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the Commission with respect to its management of energy efficiency programs.  Ameren Illinois 

does not believe programs submitted to the IPA should be “best efforts,” which could result in 

overstated savings and could complicate the implementation and management of this program. 

Finally, Ameren Illinois believes that it is premature to increase the budget for this 

program from $8.7 million to over $18.5 million for a single year with no actual field results or 

evaluation.  Such an increase does not seem justified and would put Ameren Illinois (as well as 

others, like the vendor) in a difficult position in managing this program if during the year actual 

results differ from dollars and volumes bid into the IPA for this year.   

For the foregoing reasons, Ameren Illinois recommends that the small business direct 

install program be included in the IPA plan at the base level of 30,719 MWh. 

6. Conclusion 

Ameren Illinois again compliments the IPA regarding the considerable effort associated 

with Plan development and appreciates the identification of numerous complex issues and 

subsequent proposals that are associated with the Plan.  Ameren Illinois looks forward to 

working with the IPA to finalize the development and implementation of the Plan.  

WHEREFORE, Ameren Illinois Company respectfully requests that the Commission 

give consideration to the comments and objections expressed herein and for any such other relief 

the Commission deems just and equitable. 

 

Dated: October 7, 2013     
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       Respectfully submitted, 

 
       AMEREN ILLINOIS COMPANY  
       d/b/a Ameren Illinois 
 

   
 Matthew R. Tomc 
 Edward C. Fitzhenry 
 Eric E. Dearmont 
 AMEREN SERVICES COMPANY 
 One Ameren Plaza 
 1901 Chouteau Avenue 
 St. Louis, Missouri 63166 
 (314) 554-3533 (phone) 
 (314) 554-4014 (fax) 
 efitzhenry@ameren.com  
 mtomc@ameren.com 
 edearmont@ameren.com 
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CERTIFICATE OF SERVICE 

I, Matthew R. Tomc, Counsel for Ameren Illinois Company, hereby certify that a copy of 

the foregoing Ameren Illinois Company’s Comments and Objections to the Illinois Power 

Agency’s Proposed Procurement Plan was filed on the Illinois Commerce Commission’s e-

Docket and was served electronically to all parties of record in Docket No. 13-0546 on this 7th 

day of October, 2013. 

 

 
Matthew R. Tomc 
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