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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION
Central Illinois Light Company
d/b/a AmerenCILCO, Central
lllinois Public Service Company :
d/b/a AmerenCIPS and Illinois : 07-0527
Power Company d/b/a AmerenlP

Approval of Initial Procurement
Plan.

ORDER
By the Commission:

l. PROCEDURAL HISTORY/STATUTORY AUTHORITY

Section 16-1 1 1. 5( j ) of t he Pubdri ci RIS 5/i6€s Act
111.5, requires certain electric utiltest o f i |l e an #Ainiti al procur er
further provides, AThe i nitial procur ement p |

energy products to be procured and delivered for the period June 2008 through May
2009, and shall identifythepr oposed procurement administrator

The initial procurement plan shall include the components identified in Section
16-111.5(b). They include (1) an hourly load analysis; (2) an analysis of the impact of
any demand side and renewable energy initiatives; (3) a plan for meeting the expected
load requirements that will not be met through preexisting contracts; and (4) proposed
procedures for balancing loads.

Section 16-111.5( c ) provi des t hat t he Aprocurem
admini steredcubgmeant Aipardomi ni strator . 0 The dut
administrator (idP-Adbc)ad)re detailed in 16

Section 16-111. 5 ( k) provides in part, Al n ordei
residential and small commercial customers during the transition to competition in
lllinois, and notwithstanding any other provision of this Act, each electric utility subject to
this Section shall enter into one or more multi-year financial swap contracts that become
effective on the effective date of this amendatory Act.0

Section16-111. 5 (1I|) provides in part, AANn el ect
procuring power and energy under this Section. The utility shall file with the initial
procurement plan its proposed tariffs through which its costs of procuring power that are
incurred pursuant to a Commission-approved procurement plan and those other costs
identified in this subsection (1), wild!l be re
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Regarding the timeline following the filing of the initial plan, Section 16-111.5(j)(i)
provides:

e Within 14 days following filing of the initial procurement plan, any person
may file a detailed objection with the Commission contesting the
procurement plan submitted by the electric utility. All objections to the
electric utility's plan shall be specific, supported by data or other detailed
analyses.

e The electric utility may file a response to any objections to its procurement
plan within 7 days after the date objections are due to be filed.

e Within 7 days after the date the utility's response is due, the Commission
shall determine whether a hearing is necessary. If it determines that a
hearing is necessary, it shall require the hearing to be completed and
issue an order on the procurement plan within 60 days after the filing of
the procurement plan by the electric utility.

Pursuant to 16-1 1 1 . 5 (The drderishall apjirove or modify the procurement
plan, approve an independent procurement administrator, and approve or modify the
electric utility's tariffs that are proposed with the initial procurement plan.0 The
Commission fshall approve the procurement plan if the Commission determines that it
will ensure adequate, reliable, affordable, efficient, and environmentally sustainable
electric service at the lowest total cost over time, taking into account any benefits of
price stability.o

On October 26, 2007, Central lllinois Light Company d/b/a AmerenCILCO,
Central lllinois Public Service Company d/b/a AmerenCIPS, and lllinois Power
Company d/b/a Amerenl P (jointly, AAmeilecen, 0 0
their plans and related tariffs, which were intended to comply with the statutory
requirements.

Petitions for leave to intervene in this proceeding were filed by the People of the
St ate of l'l'linois through the A3ot)or ntetye Geinteir:
Utility Boar d (ACUBO) , Cobstellatog ¥EnergynG@mmoditiBsDy ne gy
Group, Inc. and Constellation NewEnergy, Inc. ( i Co n st e thé Rdtail &medy |,
Supply Association ( i R E S A olpvenergyind North AmericaLLC ( il ngg D g r

On November 9, 2007 obj,eoccomnments wetedileddyner en 6 s
the AG, CUB, Dynegy, Constellation, RESA, Invenergy, and the Staff of the lllinois
Commerce Commi ssion (AStaffo). On November
Comments.

On November 20, 2007, pursuant to Section 16-111.5(j) of the PUA, the lllinois
Commer ce Commi ssi onin ¢coif€enoemapprevedotimechplding of a

2
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hearing. On November 21, 2007, parties were advised by letter of the action of the
Commission. Notice of the hearing was served on parties and on Municipalities served
by the Ameren Companies.

On November 28, 2007, Supplemental Comments were filed by the AG and
CUB; Staff filed Reply Comments as did RESA; Invenergy filed a Response, and
Dynegy and Constellation each filed Additional Comments. On November 30, 2007,
Ameren filed Supplemental Comments.

Pursuant to Notice, a hearing was held in this in this matter on December 3, 2007
at the Commissi onb6s Of. Agpeamances wereSenteredrogvarioes! d , 1
parties. At the conclusion of that hearing,t he record was mar ket HfAhear

A proposed order was served on all parties of record on December 11, 2007.
On December 13, 2007, briefs on exceptions to the proposed order ("BOEs") were filed
by CUB, Staff, the AG, Ameren, and Constellation. Those BOEs have been duly
considered in this final Order.

Il. AMERENG6S PROCURIANENT

A. Introduction

Thel I I i noi s PowdPAA&Mp e n dY) dhtAdoPUA firovide specific
guidelines regarding the procurement process. However, the responsibility for such
procurement activities by the IIllinois Power

planning period beginning June 1, 2009, with the Utilities bearing responsibility to
acquire supply resources until such time. 220 ILCS 5/16-111.5(a) of the PUA requires
the Utilities procure power and energy for their eligible retail customers in accordance
with the applicable provisions set forth in Section 1-75 of the IPA Act and Section 16-
111.5 of the PUA.

As the Utilities are affiliated by virtue of a common parent company, they are
considered by the PUA to be a single electric utility for the purpose of preparing the
procurement plan, and as such are jointly presenting their plan covering their combined
needs. They shall procure resources for those combined needs in conjunction with their
plan and allocate capacity, and energy, and cost responsibility therefore amongst
themselves in proportion to their requirements.

The Ameren Plan is divided into four sections. Section | contains an introduction
and overview. Sect i on | | a d d Faresastdos Petiod duneiill. 20@8d May
31, 2 $ettdn 18 covers Portfolio Design. Section IV concerns the Procurement
Administrator. Various tables and appendices are attached to the Plan.
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B. Load Forecast

In accordance with Section 16-1 1 1. 5( b) of t he Act,
multi-year historical analysis of hourly loads, a review of switching trends and
competitive retail market development, a discussion of known and projected changes to
future loads and growth forecasts by customer classes. The impacts, if any, of
renewable energy initiatives, as well as demand response and energy efficiency
programs are also addressed.

1. Load Forecast For the Period June 1, 2008 i May 31, 2013

Ameren states that the load forecast provides the basis for subsequent analysis
resulting in a projected system supply requirement. In Section II.B of the Plan, "Hourly
Load Analysis," A me r eload ferecast process includes a multi-year historical analysis
of loads (subsection B.1), analysis of switching trends and competitive retail markets by
customer class (B.2), known and projected changes affecting load (B.3), and customer
class-specific growth forecasts (B.4). Section 1l.C contains an impact analysis of
statutory programs related to demand response, energy efficiency and renewable
energy. The results of Ame r e andlysis and modeling include a 5-year summary
analysis of the projected system supply requirements.

In Section B(1), Multi-Year Historical Analysis of Hourly Loads," Ameren states
that the models developed for the June 1, 2008 i May 31, 2013 load forecast use both
econometric and the statistically adjusted end use (SAE) approaches. The traditional
approach to forecasting monthly sales is to develop an econometric model that relates
monthly sales to weather, seasonal variables, and economic conditions. The strength of
econometric models is that they are well suited to identifying historical trends and to
projecting these trends into the future. In contrast, the strength of the end-use modeling
approach is the ability to identify the end use factors that are driving energy use. By
incorporating an end-use structure into an econometric model, the statistically adjusted
end-use modeling framework exploits the strengths of both approaches.

This SAE approach was used for the residential and small commercial classes,
while traditional econometric models were developed for the industrial, public authority,
lighting and wholesale classes. Models were developed using revenue month sales
data spanning from January 1995 (data for some models start later than 1995) to June
2006. Economic variables were obtained from Economy.com. Saturation and efficiency
data was obtained from EIA. Revenue month weather data was created using billing
cycles and weighting daily average temperatures according to the billing cycles. After
revenue month sales models were created, the models were simulated with calendar
month weather to obtain the calendar month sales forecast.

The resultant sales were converted to the 2007 delivery service rate structure
based on customer classifications within each of the 2007 delivery service rates. As a
result, the DS1 class is equivalent to the residential class. The commercial, industrial,
and public authority customers were separated into the DS2, DS3a, DS3b, and DS4

4
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classes based on their maximum demand. The DS2 customers have a maximum
demand less than 150 kW; DS3a customers have a maximum demand between 150kW
and 399kW; DS3b customers have a maximum demand between 400kW and 999kW;
and DS4 customers have a maximum demand over 1 MW. DS5 represents the lighting
customers.

The peak forecast for the Uti |l i triormedét
the operating company level. For each company, historical hourly data was collected.
The data for each company was gathered for the longest period of time that consistently
defined load data was available. This ranged by company from about 2 1/2 to 8 1/2
years. From this hourly data, daily peak loads were determined. Ameren says the daily
peak loads were the basis for the peak load model.

Daily peak loads were modeled using regression within the MetrixND software
package. Daily peak load was the dependent variable, and the independent variables
included temperature-based, seasonal, day-type, and growth or trend variables.
Average daily temperatur e, defined as t
temperatures, is the basis for all of the weather variable constructions. Ameren says
temperature splines are then created from the average daily temperature variable to
allow load to respond to temperature in a non-linear fashion. These temperature splines
are also interacted with seasonal and weekend variables to allow the temperature
response of load to change with respect to these variables (i.e. Load will respond more
to an 80 degree day in July than in October, and more on a weekday than a weekend).

Ameren says lagged weather variables are also employed in the model. Multiple
days of lags of each temperature spline are included, as well as a Rolling HDD and
CDD variable. This captures the build-up effect observed in peak load. When there are
multiple very hot days in a row, buildings tend to hold more heat and require more air
conditioning, which in turn results in higher loads.

A me r e dailys peak model also includes independent binary variables
representing each day of the week, each month of the year, and major holidays.
Ameren claims this captures the change in load that is not due to weather variation,
such as load reductions due to industrial customers and businesses that may not
operate on weekends.

According to Ameren, each model contains some variables to capture load
growth. Where available, weather normalized 12-month rolling average sales were used
to capture growth. This modeling technique is based on the assumption that increased
energy usage drives the peak load. In essence it assumes that load factor is relatively
stable over time. The sales are weather normalized and averaged over 12 months
because actual weather and seasonal variation are already accounted for within the
model by other independent variables. Ameren says this specification allows for peak
load growth to be driven by true load additions that are experienced because of
customer growth or usage per customer increases that are not influenced by weather.

el
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Again, the actual weather impacts are already accounted for through the weather
variables.

In the absence of sufficient history of weather normalized sales, Ameren uses a
trend variable that, in essence, attributes peak load growth to the passage of time.
Under positive economic conditions with normal load growth, Ameren believes this is a
reasonable approach to capture the normal increases that are known to take place in
the peak load.

Ameren claims that statistical tests verify that the models fit the data quite well.
Ameren says the R-Squared statistic, which indicates the amount of variation in the
dependent variable (load) that is explained by the model, ranges from 91.9% to 94.5%.
The Mean Absolute Percent Error (MAPE) of the models range from 2.68% to 3.70%,
indicating that over all of the years of the analysis, the average day has an absolute
error within this range.

The Utilities currently define normal for a weather element as the arithmetic
mean of that weather element computed over the 30 year period from 1971-2000. This
coincides with the definition that NOAA uses for normal weather. Because daily average
temperature is the weather variable of interest for the peak forecast, the daily average
temperature for each date must be averaged over the 30 year period. Ameren states
that averaging temperatures by date (i.e. all 30 January 1st values averaged, then all 30
January 2nd values and so on) creates a series of normal temperatures that is relatively
smooth (i.e. no extreme values) and therefore devoid of peak load making weather

conditions. To ameliorate this situation, Ameren saysar out i ne knomkrandas t
averageo method is wused. In this method, a

collected. For each month of each year, the temperature data is sorted from the highest
average temperature value to the lowest. Then the sorted data is average across the 30
years, with all of the hottest days in each month averaged with each other. Likewise, all
of the coldest days in each month are averaged, while the mild days are averaged
together.

After the weather has been averaged by the temperature rank, Ameren indicates
thatthe days are fAmappedo back to the act
process, a specific reference year is selected. The average temperature from that year
is sorted from high to low by month, retaining the original date as a record. The rank
and average normal temperatures are associated with the ranked reference year data,
and al |l data is resorted by the refer
temperatures follow a realistic contour that in fact has actually occurred in the past. The
normal temperature series is run through the daily peak forecast model to produce a
normal peak load forecast.

When each individual operating company has been forecast, Ameren says the
final steps are to adjust for transmission losses, combine the three companies into one
forecast, and adjust the months of July and August to allow for the annual peak to occur
in each one. Once the peak load is determined for each operating company, an

6
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adjustment for transmission losses is made. Ameren says the data used to forecast the
peak load is at the generator level. The load will not include energy losses on the
transmission system. Therefore, Ameren adjusts the peak down by a loss factor specific
to the operating company determined by an engineering study of system losses.

Each operating companyds mont hl yAmerema k

states that in reality, these three distinct peak load events can and likely will occur at

different times in the month. As a result, Ameren says the Utiliti e s 6 peak | oads

something slightly less than the sum of its component non-coincident peak loads. In
order to make an adjustment for this potential diversity in the timing of the peak,
historical peaks for Jan. 2004 through Aug. 2006 were analyzed. A coincidence factor
was developed by month to be applied to the sum of the three operating company
peaks. The coincidence factor applied ranges between 96.6% and 99.9% for the various
months.

Ameren indicates that a review of historical peak loads indicates that the annual
peak may occur anywhere from the latter part of June to the beginning of September.
To mitigate against a shortage of capacity during the critical summer period, the highest
monthly peak forecast value is applied to both July and August. Ameren says the peaks
were allocated to the Delivery Service classes based on an application of the typical
load factors for each class at the time of monthly peak as a result of load research
analysis of the classes.

2. Switching Trends and Competitive Retail Market Analysis
(1.B.2)

Ameren states that the Utilities necessarily must make some assumption of
future switching levels given that 16-111.5(b) of the PUA requires a five-year analysis of
the projected balance of supply and demand. In making these assumptions, the Utilities
have utilized an extension of existing trends and their best judgment to arrive at the
expected values. This was accomplished by first establishing the current trend line
utilizing actual switching data by customer class for the post-rate freeze period (January
2007 through September 2007). The Utilities then reviewed these trends and using their
gualitative judgment made adjustments such that the end result is a forecast
characterized by increasing switching, although at a slowing rate over time. Given the
difficulties inherent with projecting switching, Ameren says it is expected that
subsequent switching projections for future planning period will likely differ substantially,
and thus will have a like effect upon the project i on of the Util
supply requirements for eligible retail customers.

As of September 1, 2007, Ameren indicates there were two Alternate Retail
Electric Suppliers ( i A R Er&gdstered with both the ICC and the Utilities to serve

t

resident i al customer s i n t he Ut ilitieso terri

serve non-residential customers in the Utilities territories. However, as of the date
A me r eptad was prepared, no residential customers of the Ultilities have exercised

S
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their right to choice and Ameren believes significant switching is not expected in the
near term.

Ameren asserts that future retail switching may be dampened in part by the rate
credits resulting from the recent legislation. These credits will provide payment to
residential customers over several years and are affected if the customer leaves utility
service. After these credits expire starting in 2010, Ameren believes it is reasonable to
expect some increase in residential switching.

Il n Amer en 0 s ental switthing coald bedpositively influenced by an
increase in the number of ARES willing to serve residential customers, aggressive
marketing campaigns or the development of value-added products and services.
Ameren also states that significant reductions in market prices or changes in the
regul ations regarding switching rul es
reasonably be expected to have an impact upon residential switching rates. Ameren
estimates that residential switching will be approximately 5% by the end of the five year
planning period.

Ameren indicates that the 0-149 kW Non-Residential customer class has seen
approximately 13% switching since January 1, 2007. All ten of the ten ARES registered
to serve such customers were actually serving customers as of August, 2007. Ameren
claims future switching patterns are difficult to predict due to limited historical data. The
transition from frozen rates to the prices arising from the lllinois Auction did result in
increased switching among this class, although it is uncertain what effect if any the
transition to an RFP procurement model
reasonable to believe that ARES will focus their attention on larger industrial and
commercial customers first, and as switching in those classes reaches saturation, such
focus will switch to smaller customer classes. Ameren estimates that switching in this
class will be approximately 37% by the end of the five year planning period.

According to Ameren, the 150-399 kW Non-Residential customer class has seen
approximately 40% switching since January 1, 2007. All ten of the ten ARES registered
to serve such customers were actually serving customers as of August, 2007. Again,
Ameren asserts that future switching patterns are difficult to predict due to limited
historical data. The transition from frozen rates to the prices arising from the lllinois
Auction did result in increased switching among this class, although it is uncertain what
effect if any the transition to an RFP procurement model will have on this class.
Ameren maintains that it is reasonable to believe ARES will focus their attention on
larger industrial and commercial customers first, and as switching in those classes
reaches saturation, such focus will switch to smaller customer classes. Ameren
estimates that switching in this class will be approximately 55% by the end of the five
year planning period.

Ameren indicates that the 400-999 kW Non-Residential customer class has seen

approximately 59% switching since January 1, 2007. Nine of the ten ARES registered to
serve such customers were actually serving customers as of August, 2007. Ameren

8
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states that Section 16-113(f) of the PUA declares this class to be competitive as of the
effective date of Public Act 95-0461. The effect of this declaration is that those
customers taking service from an ARES, or who subsequently switch to an ARES, shall
no longer be eligible to take fixed price service under tariffs offered by the Utilities.
Further, Ameren says those customers who choose to remain with their applicable utility
willbe defaulted to the host wutilitiesd Real Ti
service from an ARES by June 1, 2010. Ameren assumed a continuation of the trend
until December, 2009, when switching is expected to be approximately 70%. At that
time, the switching rate is expected to accelerate in the months immediately preceding
May 31, 2010 (the last date upon which a customer in this class is eligible to take
service under fixed price tariffs.). After that date, the switching assumption is 100%.

The 1,000 kW and Greater Non-Residential customer class is declared
competitive and therefore these customers can no longer take the fixed price service
after May 31, 2008.

For the residential customer class, Ameren projects a 5-year Compound Annual
Growth rate for AmerenCILCO, AmerenCIPS and AmerenlP of 1.57%, 1.30%, and
2.05% respectively. Ameren states that commercial growth rates for the Utilities are
projected to be 1.47%, 1.13% and 0.84%, respectively.

3. Analysis of the Impact of Demand Side and Renewable Energy
Programs (II.C)

Section 12-103 of PA 95-0481 establishes specific requirements for Demand
Response Programs to reduce peak demand of eligible retail customers (those with
peak demands up to 400 kW) by 0.1% in the 2008 planning year and increasing 0.1%
each year for the remainder of the five year planning period. The effective reduction in
the Utilitiesd aggregate supply requiesements
(net of customer switching) is projected to be:

2008 1.6 MW
2009 6.7 MW
2010 15.0 MW
2011 20.0 MW
2012 25.0 MW

Ameren states that for the planning year June 1, 2008 through May 31, 2009, the
demand response requirement is 0.1% of supply peak or 1.6 MW. Ameren says it will
review the cost effectiveness of these programs as specified by statute and modify the
program design accordingly if needed.

Section 1-75 (c) of the IPA Act establishes a Renewable Portfolio Standard that
requiresa mnimumper centage of the Utilitiesd supply
defined in Section 16-111.5(a) of the PUA, to be procured from cost-effective renewable
energy resources. These standards are:
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2% by June 1, 2008
4% by June 1, 2009
5% by June 1, 2010
6% by June 1, 2011
7% by June 1, 2012
8% by June 1, 2013
9% by June 1, 2014
10% by June 1, 2015

These amounts will increase 1.5% each year thereafter until reaching at least
25% by June 1, 2025. To the extent available, 75% of these resources shall be from
wind generation.

Ameren states that for the first year, the Utilities shall comply with these
requirements through the acquisition of Renewable Energy Credits (fRECsQ. Ameren
says the acquisition of such credits will not reduce the amount of energy to be served in
the planning year. Should the IPA contract for physical purchases of renewable energy
resources in the future, Ameren says an adjustment to the forecasted load should be
made at that time.

The amount of renewable purchases shall be limited such that the estimated
average net increase due to the cost of renewable resources included in the amounts
paid by eligible retail customers in connection with electric service is:

e In 2008, no more than 0.5% of the amount paid per kWh by those
customers during the year ending May 31, 2007.

e In 2009, the greater of an additional 0.5% of the amount paid by those
customers during the year ending May 31, 2008 or 1% of the amount paid
per kWh by those customers during the year ending May 31, 2007.

e In 2010, the greater of an additional 0.5% of the amount paid by those
customers during the year ending May 31, 2009 or 1.5% of the amount
paid per kWh by those customers during the year ending May 31, 2007.

e In 2011, the greater of an additional 0.5% of the amount paid by those
customers during the year ending May 31, 2010 or 2.0% of the amount
paid per kWh by those customers during the year ending May 31, 2007.

e In each year thereafter, the greater of a) no more than 2.015% of the
amount paid per kwh by those customers during the year ending May 31,
2007, or b) the incremental amount per kWh paid for these resources in
2011.

Ameren has determined that 0.5% of the amount paid per kWh during the year
ending May 31, 2007 to equates to 0.04348 ¢/kWh eligible retail customers. These
limits were multiplied by the forecast requirements for the June 2008 through May 2009
planning year to arrive at the total cost cap of approximately $7.7 million dollars.

10
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Section 12-103 (b) of Public Act 95-0481 establishes specific requirements for
Energy Efficiency Programs that reduce energy consumption of delivery services
customers by 0.2% in the 2008 planning year and increasing 0.2% each year for the
remainder of the five year planning period. Ameren states that the effective reduction in
the Utilitiesd supply requirements to be
customer switching) is projected to be:

2008 12,948 MWh
2009 77,546 MWh
2010 224,483 MWh
2011 372,546 MWh
2012 556,871 MWh

Ameren says the above values only reflect the impact upon the amount of
energy that the Utilities have to acquire to serve the eligible retail customer loads, after
consideration of existing contracts. For the planning year June 1, 2008 through May 31,
2009, Ameren says the energy efficiency requirement is 0.2% of delivered energy or
approximately 12,948 MWh. Ameren states that it will review the cost effectiveness of
these programs as specified by statute and modify the program design accordingly.

C. Portfolio Design (Section l1ll)

According to Ameren, the objective of the procurement plan supply portfolio, as
stated in Section1-5 of the | PA Act, is to fAensure
and environmentally sustainable electric service at the lowest total cost over time, taking
into account any benefits of price stability.” Ameren plans to use a portfolio of forward

acqui

adeqgl

contracts and Midwest | SO ( AtMh & OOD deligiblp methile p@ r c h

customer load.
1. Analytical Approach (Ill.B)

Ameren believes that when designing a portfolio to serve the Utilitieso eligible
retail customer load from June 1, 2008 through May 31, 2009, a key concern is how
much of the supply should be hedged with forward contracts and how much should be
subject to MISO spot market prices. Ameren used a simulation modeling approach to
arrive at a supply portfolio of standard market products.

Il n Amerends vVview, it i's hel pful to consi de

prior to a discussion of the details of that analysis. The first assumption is that forward
contracts represent an incremental cost to customers. Ameren claims this is due to the
fact that sellers of forward contracts are taking on pricing risk by entering into these
contracts. Ameren believes that these suppliers expect to extract a premium for taking
on this risk although the magnitude of this premium is uncertain. The second
assumption is that the risk to customers (measured in standard deviation) is reduced
with the addition of fixed priced forward contracts, as compared to the 100% spot
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purchase portfolio, until a point where risk is minimized, at which point additional
forward contracts then cause risk to increase.

Ameren definest he t er m A hsetlke guantity &MWih)oobforward energy
contracts in a specified time period divided by the total energy (MWh) required to serve
the load in that same period. For example, if the Utilities were to supply their eligible
retail customer load in a specific time period utilizing only MISO spot market purchases
this would equate to a 0.0 hedge ratio. As a second example, if during a specific time
period the Ultilities procured forward contracts of 1,000 MW in each on-peak hour (a
5x16 contract) that would equate to 336,000 MWhs acquired using forward contracts. If
the energy forecast for the July on-peak period was also 336,000 MWhs, this would
equate to a 1.0 hedge ratio.

A me r eamadysis of how much to contract forward for the June 1, 2008 through
May 31, 2009 planning year was performed as 24 independent analyses (1 analysis for
each of the 12 monthly on-peak periods and 1 analysis for each of the 12 monthly off-
peak period), utilizing a simulation model (RT Sim) populated with 250 load and price
scenarios.

Ameren states that these 250 load and price scenarios were developed using a
Monte Carlo simulation model. Scenarios were based on the relationship of daily power
prices and daily peak-hour loads to a series of variables. The variables included
weather, calendar day, load growth, volatility, and forward price. The models also took
into account the correlation between load and price, and the impact of load that will be
served via existing lllinois Auction contracts and by ARES. Load models (based on
2006 actual hourly loads for relevant lllinois customer classes) produced daily peak-

hour | oad estimates, which were fAishapedo to h
historical price volatility and expected monthly forward price estimates) produced daily
price estimates, which were fAishapedd to hourl

Final output of the 250 load and price scenarios closely converge to the expected
monthly forward price estimates and the Utilities peak demand and energy forecast.
Despite Amerenébés belief that there is a risk
relative to the spot market prices, such an assumption was not incorporated into the
model as there was not sufficient market data available to enable Ameren to reasonably
determine the magnitude of this premium. Ameren says it has considered the potential
impact of such a premium outside the construct of this model.

Ameren says each of these 24 independent analyses consisted of evaluating
multiple contract portfolios against the 250 load and price scenarios. In the initial
analysis, the model considered portfolios ranging from no forward contracts (0.0 hedge
ratio) to an amount of forward contracts in excess of two times the average load (2.0
hedge ratio) in 100 MW increments. For each portfolio option, RT Sim calculated the
expected cost and risk as measured in standard deviation. In the final analysis, each of
the 24 analyses was refined to 25 MW increments around the 1.0 hedge ratio to provide
more detail.
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Ameren indicates that the model results showed no change in the expected cost
to serve the load as additional forward contracts were added to the 0.0 hedge ratio
portfolio. Ameren expected this relationship due to the modeling assumption that there
is no risk premium associated with forward contracts relative to the spot market prices.
As stated earlier, Ameren accounted for the potential impact of such a premium outside
the construct of the simulation model.

According to Ameren, the model results also showed that, as forward contracts
were added to the 0.0 hedge ratio portfolio, the associated price risk decreased until a
point very close to a 1.0 hedge ratio. As additional forward contracts were added
beyond the 1.0 hedge ratio, price risk increased. Ameren states that while these results
were consistent across all 24 analyses, risk in the on-peak periods increased more
dramatically as the portfolio began to deviate either positively or negatively from the 1.0
hedge ratio as compared to the off-peak periods.

Ameren asserts that the amount of price risk associated with serving the portfolio
is sensitive to changes in the quantity of forward contracts, with the lowest risk being
achieved when forward contracts are close to the average load, a 1.0 hedge ratio. In
addition, Ameren says the increase in risk associated with a portfolio that deviates from
a 1.0 hedge ratio is much more pronounced in the on-peak periods relative to the off-
peak periods. Once the above analysis was completed, Ameren then determined the
specific products that should be procured via the RFP process, taking into account the
belief that a risk premium may be applied to any forward contracts above and beyond
what was included in the model analysis.

One alternative reviewed was procuring each of the 24 individual products,
monthly on-peak and off-peak, in the exact amounts required to meet the 1.0 hedge
ratio. Ameren believes this alternative is unlikely to produce the most efficient result for
several reasons. First, the energy markets tend to place a premium on odd-lot
contracts; therefore, a more efficient result likely will be obtained by purchasing in
blocks such as 25 or 50 megawatts. Secondly, Ameren says including 24 products, one
each for each monthly on-peak and off-peak period, may result in insufficient supplier
interest in one or more of the products if such products are not liquidly traded in the
market. Ameren argues that conversely, consolidating the 24 products into a smaller
number of annual and seasonal products that more closely align with the products that
are actively traded in the energy markets should increase supplier interest and simplify
the process for the Procurement Administrator to develop the price benchmarks
required by the law.

Ameren states that because the model did not account for risk premiums that
suppliers will likely include in their bids for forward contracts, procuring products in an
amount equal to a 1.0 hedge ratio likely results in a higher expected cost than procuring
products in an amount to achieve a relatively lower hedge ratio. As described below,
multiple consolidated portfolios were analyzed and the impact of each on risk was
considered by Ameren.
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The fl00% Spot Purchase Portfoliod assumes that no additional forward
contracts are made and that 100% of the currently unhedged eligible retail customer
load is priced only based on the MISO day-ahead and real-time energy market prices
that result in the future. The 400 MW annual swap included in this portfolio represents
the existing swap contract that was executed between the Utilities and Ameren Energy
Marketing Company as part of the new legislation. The model results for this portfolio
show a standard deviation of $34.821 million.

fPortfolio A0 represents a level of forward hedging approximately equal to a
hedge ratio of 0.8. This portfolio attempts to shape the forward hedges in the on-peak
periods to closely match the monthly shape of the average energy requirements while
the contracts in the off-peak periods represent a flat annual block. The model results for
this portfolio show a standard deviation of $15.533 million.

APort foolrieoprBsents a | evel of forwar
hedge ratio of 0.9. This portfolio attempts to shape the forward hedges in the on-peak
periods to closely match the monthly shape of the average energy requirements while
the contracts in the off-peak periods represent a flat annual block. The model results for
this portfolio show a standard deviation of $10.663 million.

APortfolio CO represents a | evel of
hedge ratio of 0.95. This portfolio attempts to shape the forward hedges in the on-peak
periods to closely match the monthly shape of the average energy requirements while
the contracts in the off-peak periods represent a flat annual block. The model results for
this portfolio show a standard deviation of $9.212 million.

APortfolio DO represents a | evel of
hedge ratio of 1.0. This portfolio attempts to shape the forward hedges in the on-peak
periods to closely match the monthly shape of the average energy requirements while
the contracts in the off-peak periods represent a flat annual block. The model results for
this portfolio show a standard deviation of $8.762 million.

APortfolio EO represents a | evel of
hedge ratio of 1.0. This portfolio attempts to shape the forward hedges in both the on-
peak periods and off peak periods to closely match the monthly shape of the average
energy requirements. The model results for this portfolio show a standard deviation of
$8.252 million.

What Amer e he Modell Solstiondré&presents a portfolio consisting of a
level of hedging for each of 24 products analyzed by the model which minimizes
customer risk. The model results for this portfolio show a standard deviation of $7.069
million.

According to Ameren, consolidating the 24 monthly on-peak and off-peak
products into a much smaller number of annual and seasonal products that are more
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liquidly traded in the energy markets has a relatively small impact on the standard
deviation of the expected cost to serve the load. Comparing Portfolio D and the Model
Solution shows that the standard deviation increases by just $1.693 million, which
represents 0.50% of the expected cost to serve the load under portfolio D.

Ameren also asserts that there is very little value added by attempting to shape
the off-peak hedges to match the shape of the monthly average energy requirements.
The difference in the standard deviation between Portfolio D and Portfolio E is only
marginally better ($510,000) in Portfolio E, which attempts to shape the off-peak
hedges.

Ameren claims that the standard deviation of expected cost to serve the load
increases at an increasing rate as the hedge ratio is decreased from 1.0 to 0.8. This is
illustrated by comparing the results for portfolios A, B, C & D. In comparing to the
Portfolio D (1.0 hedge ratio) to Portfolio C (0.95 hedge ratio) Ameren says that by
decreasing the forward hedge by 5% the standard deviation is increased by $451,000.
For the next 5% decrease in hedging, going from a 0.95 hedge ratio to a 0.9 hedge ratio
(comparing Portfolio B to Portfolio C), the standard deviation increases much more
dramatically at $1.450 million. Ameren says the final comparison of Portfolio A and
Portfolio B shows this trend continuing with an increase in standard deviation of $4.870
million for this final 10% decrease in hedging.

Prior to selecting the final hedge ratio, Ameren claims one final factor must be
considered, that being the risk premium suppliers in the market add to forward
contracts, relative to projected spot market prices, that Ameren believes exists in the
market. In an attempt to see how such a risk premium would affect the optimal level of
hedging Ameren considered a scenario in which it is hypothesized that this risk
premium is 5%. Such a 5% premium applied to the approximately $340 million of
expected energy cost produced by the model equates to a $17 million premium to
contract at a 1.0 hedge ratio as compared to leaving 100% of the energy priced at the
spot market prices. Stated otherwise, Ameren says that each 5% increase in the hedge
ratio equates to an $850,000 increase in costs directly associated with the hypothetical
5% risk premium.

Ameren states that applying this hypothetical risk premium to the model results
pushes the optimal level of hedging below the 1.0 hedge ratio. The model results
showed that going from a 1.0 hedge ratio to a 0.95 hedge ratio increased the standard
deviation of the expected cost by $451,000 and that further decreasing the hedge ratio
to 0.9 increased this standard deviation by $1.450 million. If the hypothetical risk
premium is included, each of these decreases in the level of hedging would decrease
the expected energy cost by $850,000. Comparing the increase in standard deviation to
the decrease in expected cost as the hedge ratio is decreased from 1.0 to 0.95 to 0.9
illustrates that consideration must be given to the tradeoff between cost and standard
deviation. Ameren concludes that the inclusion of the hypothetical 5% premium
supports a hedge ratio lower than 1.0.
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According to Ameren, however, the hypothetical risk premium does not appear to
be sufficient to drive the hedge ratio any lower than 0.9. Ameren says this is because
the model results showed that going from a 0.9 hedge ratio to a 0.8 hedge ratio
increased the standard deviation of expected cost by $4.870 million. If the hypothetical
risk premium is included, this decrease in the level of hedging would decrease the
expected energy cost by $1.7 million, which is not sufficient to overcome the nearly $5
million in increased standard deviation. On the basis of the model results, and
considering the effect that the inclusion of a risk premium on forward contracts likely has
on the level of forward hedging, Ameren has elected a hedge ratio of 0.9 as illustrated in
Portfolio B.

2. Proposed Procurement Plan to Meet Expected Load
Requirements (11.C)

Ameren states that supply will be procured for those customers in the following
customer classes that acquire power and energy from the Utilities under fixed price,
bundled service tariffs:

Residential (BGS-1)

Non Residential less than 150 kW (BGS-2)

Non Residential from 150 kW up to 400kW (BGS-3A)
Non Residential from 400 kW up to 1,000 kW (BGS-3B)
Lighting Service (BGS-5)

Monthly forecasted system supply requirements for energy are shown in a table
in Section 111.C.2 of the Plan.

Monthly forecasted system supply requirements for capacity are shown in a table
in Section 111.C.3 of the Plan. According to Ameren, capacity is required of the Ultilities to
ensure reliable service of their customers and is mandated by the Southeastern Electric
Reliability Council (SERC) and MISO. Ameren says the MISO Open Access
Transmission and Energy Mar ket s T a rUtilities
demonstrate they have acquired capacity in an amount equal to their expected peak
load plus planning reserves.

MISO further specifies that the amount of planning reserves must be the higher
of the amount required by the Regional Reliability Organization (SERC in the case of
the Utilities) or the State of lllinois, but in no case is the planning reserve requirement to
be less than 12%. Ameren states that since the state of lllinois does not specify a
required planning reserve requirement and SERC specifies the requirement to be a
minimum of 15%, the Utilities are therefore required to acquire capacity equal to their
expected peak load plus 15% for planning reserves.

Ameren indicates that its procurement plan forecast for peak demand was

developed in similar fashion as the energy forecast and included adjustments for:
competitive declarations, customer switching, demand response, and existing auction
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contracts. For each month of the period, the hourly peak forecast was developed after
adjustment for the above factors. Reserves in the amount of 15% were added to
calculate monthly capacity requirements. Monthly peak forecasts are shown on a table
on Section I1I.C.3

Section 111.C.4 contains a description and analysis of preexisting supply
contracts. As part of the 2006 lllinois Auction the Utilities entered into a series of
Supplier Forward contracts to serve the BGS-FP load, which encompasses the eligible
load. One third of these contracts (BGS-FP17) expire May 31, 2008. Of those contracts
that will remain, one half (BGS-FP29) expire May 31, 2009 and the remainder (BGS-
FP41) expire May 31, 2010.

The lllinois Auction was designed to procure full requirements service. A product
in the lllinois Auction corresponded to a specific category of load for a specific supply

peri od. Three of the four Utilitiesd product

small business customers for various supply periods, ranging from seventeen to forty-
one months. Each product was divided into a number of units called tranches. A tranche
is defined as a percent of actual customer load as suppliers at the Auction bid to provide
full requirements service for at least one load category and for at least one supply
period.

Full requirements service involves providing the capacity, energy and ancillary
services needed to serve load and assessing and managing load variability risks.
Tranches were defined in this way so that the supply being provided through the
Auction is structured similarly to the competitive supply that a customer may buy from
an ARES. Thus the functions of assembling a portfolio of power supply, managing
supply price risks and managing load variability risks are performed by competitive
entities and subject to the discipline of competitive market pricing. A tranche is not
defined by MW, but as a percentage of the actual load of the Utilities' customers for the
load category.

There were 36 tranches in each of the FP-29 and FP-41 products, with 4 winning
suppliers and 3 winning suppliers respectively. These preexisting BGS-FP contracts
reduce the amount of supply to be acquired under this procurement plan, and the

associated | oad was excluded from the deter mi

requirements.

Ameren states that the following financial swap agreement is also a preexisting
supply contract:

June 1, 2008 to May 31, 2009: 400 MW for all hours;
June 1, 2009 to May 31, 2010: 800 MW for all hours; and
June 1, 2010 to December 31, 2012: 1,000 MW for all hours.

Under the terms of the swap agreement, the Utilities will pay a fixed price in exchange
for a floating price: the MISO real-time LMP at the Ameren lllinois Load Zone. Ameren
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states that the preexisting financial swap contracts reduce the amount of supply to be
acquired under its procurement plan, which has been accounted for in the determination
of the specific products to be acquired to meet these supply requirements. Ameren also
indicates that the Utilities are parties to various contracts with qualifying facilities under
their applicable QF tariffs.

Section III.D, Identification of Wholesale Products to be Acquired, contains
five subsections.

In Subsection 111.D.1, the Plan describes the proposed mix of standard power and
energy products. With regard to energy, according to Ameren, the Utilities will acquire
the physical energy necessary to meet their combined load requirements via the MISO
day-ahead and real-time energy markets, and will enter into financial swap contracts
to hedge price exposure. Ameren states that a financial swap is a commercial
transaction between two parties involving the exchange (swap) of risk. In this instance,
the Utilities desire to pay a fixed price, and will settle all loads with the MISO at LMP.
Under a swap transaction the Utilities will pay a fixed price to their supplier in exchange
for receiving a floating price (MISO LMPs) from the supplier. As such, the LMP paid by
the Utilities to the MISO is offset by the LMP received from the supplier, leaving the
Utilities only paying the fixed price. Ameren asserts that financial swaps provide the
same level of hedging as physical transactions but with greater ease of administration
and are expected to yield a lower total cost.

Ameren claims that within MISO, financial swaps have become a standard, if not
preferred, product among market participants including generators, load serving entities
and financial participants. Ameren says the existence of the MISO Markets facilitates
this, as the historical concept of physical deliveries of energy from source to sink has
been replaced with the concept of energy injections and withdrawals. Financial swaps
may be offered by traditional generation owners and pure financial market participants.
For this reason, Ameren believes it is reasonable to expect a larger number of
participants in their competitive RFP process than if the product were restricted to
physical deliveries. Ameren also believes it is reasonable to expect that the greater the
number of participants in a competitive process, the higher the likelihood of a
competitive result.

Ameren contends that financial swaps do not have the same administrative
burden as bilateral transactions for physical delivery. Ameren claims such transactions
have increased operational requirements with the MISO, and incrementally higher
associated costs, including certain MISO administrative fees. Given their lower
administrative burden, lower expected total cost, acceptance by the marketplace and
ability to effectively deliver the same price hedging characteristics as traditional bilateral
transactions for physical delivery, Ameren believes financial swaps are a superior
product.

Ameren claims that the use of financial swaps will not adversely affect reliability
as the Utilities will contract for sufficient Capacity to meet the load obligations; the
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contracts for such Capacity shall obligate the seller to offer such Capacity into the MISO

mar ket s. Amer en says t his portfolio wa s rev
Administrator to ensure that that the final portfolio would be viewed favorably by

potential suppliers and that the portfolio would have a high likelihood of being procured

from the markets successfully at competitive market prices.

Regarding capacity, Ameren indicates that the Ultilities will use the RFP process
administered by the Procurement Administrator to acquire 100% of the monthly capacity
requirements for the summer period, June 2008 through September 2008, and 90% of
the monthly capacity requirements for all remaining months. Ameren says the remaining
capacity needs for the non-summer period will be procured through monthly spot
purchases using a process similar to that used to procure non-summer capacity for the
RTP-L load. According to Ameren, this process will ensure that the Utilities acquire
adequate capacity in advance of the summer period when usage is at its highest and
reliability is most critical. In addition, Ameren says it will help protect against the
purchase of spot capacity in the summer, when the possibility of scarcity pricing is
greatest.

Ameren asserts that by purchasing forward only 90% of the requirement for the
non-summer months, the Utilities also protect against a scenario where switching is
greater than expected, thus resulting in excess capacity. In the event the Utilities have
excess capacity in non-summer months, Ameren says it is highly unlikely they could
recover a significant portion of the cost, if any, by selling this excess back to the market,
as the market has significantly more capacity in non-summer months when compared to
summer months thus resulting in prices that are 5 to 10 times less than the summer
months. Because of these factors, Ameren believes it is reasonable to expect that any
additional capacity needed in non-summer months and not contracted for in the forward
markets can easily be acquired by the Utilities in the spot market with little or no price
volatility.

Ameren says the monthly spot purchases will be made directly by the Utilities
using a competitive solicitation process. Under this process, the Utilities will identify,
prior to each month, the then current capacity shortfall for the month by comparing the
current forecast to the quantity of capacity previously acquired. Ameren indicates that
an electronic bulletin board, such as the Non-MISO Bilateral Transactions Bulletin
Board, will be utilized to notify market participants of the opportunity to sell capacity to
the Utilities. The Utilities will then survey those counterparties with current enabling
agreements via email, instant messaging service, telephone or other electronic means.
Once the deliverability of the capacity is confirmed via a report on the MISO website,
Ameren says the Utilities will buy from the entity offering the lowest price. The Utilities
will document this solicitation process to include records of market surveys, a list of
offers received and the final purchase price, quantity and counterparty.

In addition to the acquisition of power and energy related products, Ameren says

the Utilities are obligated by the MISO Tariff to acquire certain transmission service
related products and services to effectuate delivery of power and energy to the
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applicable loads. (lll.D.2) These services include Network Transmission Service and
Ancillary Service. Further, the Utilities may be allocated certain Financial
Transmission/Auction Revenue Rights.

According to Ameren, the Utilities utilize Network Integrated Transmission
Service (ANITS0) to reliably deliver capacity
their Network Loads -- namely their Native Load obligations. The MISO tariff requires
each NITS customer to complete an application for service, complete any applicable
technical arrangements in conjunction with the Transmission Provider and Transmission
Owner and execute both a Service Agreement and a Network Operating Agreement.

Ameren says the Utilities will acquire the necessary NITS in accordance with the tariff
and the cost for this service will be that established in the applicable MISO tariff
schedules.

Ameren indicates that the MISO tariff defines ancillary services as @A (t ) hose

services that are necessary to support Capacity and the transmission of Energy from
Resources to Loads while maintaining reliable operation of the Transmission System in
accordance with Good Utility Practice.0 As detailed in Module A, Section 1.3 of the
MISO tariff, each Transmission Service Customer is required to acquire the following
ancillary services (i) Scheduling, System Control and Dispatch, (ii) Reactive Supply and
Voltage Control from Generation Resources, (iii) Regulation and Frequency Response,
(iv) Operating Reserve-Spinning and (v) Operating Reserve-Non-Spinning -- whether
from the Transmission Provider, from the Control Area, from the ITC, from a third party,
or by self-supply.

Within MISO, energy imbalance service is provided by the operation of the real
time market and is no longer required to be acquired as a separate ancillary service.
Ameren says the Utilities will acquire the necessary ancillary services in accordance
with the MISO tariff and the cost for this service will be that established in the applicable
MISO schedule or as otherwise determined by the operation of the MISO ancillary
services market.

Ameren states that Auction Revenue Rights (fARRsQ are not a power and
energy resource; however, the nomination and subsequent allocation of such rights to
the Utilities generally serves to reduce the cost of congestion borne by the utilities and
ultimately by their customers. Ameren says the Ultilities are actively participating in the
process to identify and register the historic relationship between loads and resources
which forms the basis of the ARR entitlements. They will also actively participate in the
nomination and allocation phase of this process. They will seek to nominate those
ARRs with an expected positive value, recognizing that they may be required by the
MI SO to accept certain ARRO&6s which do not hav
that though nominated, they wultimatel yedmay no
Ameren says the Utilities will retain the allocated ARRS, except to the extent that should
the delivery point for one or more of the energy resources be other than within the AMIL
balancing authority; the Utilities may attempt to reallocate the applicable ARRs from
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their historical resource points to those which align more closely with the designated
energy resource delivery point.

Section 111.D.3 describes the assessment, including sensitivity analysis, of
price risk, load uncertainty and other factors.

In addition to the load uncertainty in terms of weather, known and projected
changes and customer switching, Ameren addresses load uncertainty and price risk
in its analysis of the expected cost of various hedge ratios. Ameren states that
estimates of hourly loads and hourly power prices were developed from a series of
models. The models were based on the relationships of daily power prices and daily
peak hour loads to a series of variables, including weather, calendar, growth, volatility,
and forward price. The models also took into account the correlation between loads and
prices, and the impact of Atrancheso and cust

According to Ameren, contracts entered into as a result of the procurement
process shall be through either an ISDA agreement (for financial instruments such as
fixed/floating rate swaps) or an EEI agreement (for physical products such as capacity).
Ameren says individual transactions will be memorialized utilizing standard transaction
specification sheets, such that to the extent practical purchasing decisions shall be
made on the basis of price, rather than non-price factors. Ameren states that the terms
and conditions of these agreements shall determine the relative obligations of the
parties and as such, are expected to have an influence on the price of an individual
transaction. Given that this represents an allocation of the risk between the parties,
Ameren expects overall cost to consumers would not be materially affected. That is,
suppliers will be expected to include in their price compensation for those risks that they
bear.

For those risks borne directly by the utilities (and thus their customers), the
associated costs are directly borne. Whether the risk is borne by suppliers and
compensation for assuming such a risk is included in their overall price, or the risk is
born directly by the utility and the associated cost included in the determination of rates,
Ameren says the end-use customer ultimately bears the cost of managing this risk. As
such, Ameren believes the agreements should seek to assign risk to that party best
capable of managing that risk.

Ameren says that because the Utilities do not own generation resources, risks
related to fuel costs are reflected within the prices offered by potential suppliers and
have not been separately analyzed.

Ameren states that the assessment and variability of load uncertainty is primarily
driven by assumptions of weather patterns and that assessment and sensitivity analysis
regarding this variable is included in the discussion of price and load uncertainty.

According to Ameren, the Utilities shall bear the cost of Network Integrated
Transmission Service and the related Ancillary Services. Ameren says the

21



07-0527

procurement plan is expected to result in deliveries to a homogeneous delivery point,
thus removing transmission costs as a factor in the analysis.

With regard to market conditions, the Utilities are members of the MISO, their
loads are within the MISO footprint, and are settled via the MISO markets. The
anticipated delivery points for the contracts to be acquired through the procurement
process are likewise located within the MISO. Ameren says the MISO Independent

Mar ket Monitords most recent State of t he

markets performed competitively in 2006. Total generation resources within the MISO
footprint were 127 GW in 2006. Reserve margins within the footprint at the time of the
report showed a wide range, depending upon the method of measurement and whether
interruptible demand is included.

When permanent de-rates and temperature sensitive capacity not expected to be
available at times of system peak are removed from nameplate capacity, Ameren
indicates that the MISO reserve margin ranges from 5.5% - 12.7%. The former value
does not account for interruptible load. Ameren says the Utilities currently maintain a
15% planning reserve margin; they are currently members of SERC and the MISO
planned reserve sharing group, and in future periods will be obligated to hold the
reserve margin established by these organizations.

Since the 2006 auction, Ameren says the Utilities have run two RFP processes to
acquire capacity and numerous short term solicitations for capacity. In each instance,
more supply was offered than required and the Utilities were able to secure their needs.
Ameren believes this recent experience supports a belief that the upcoming
procurement process is reasonably expected to attract sufficient interest to likewise
yield competitive results.

Subsection 1l.D.4 briefly discusses the identification of alternatives for portfolio
measures having significant price risk.

Procedures for balancing loads are discussed in Section III.D.5. Given the
Utilitiesd intent to enter i nt o ndrgypreersk,
rather than physical transactions, Ameren indicates that 100% of the energy required to
supply the load included in this procurement plan will be purchased in the MISO energy
markets. Ameren says the Utilities will make a good-faith forecast of their respective
load requirements for each delivery day. These forecasts will be utilized to submit a
day-ahead demand bid to the MISO market, which will be settled with the MISO at a
price equal to the MISO day-ahead LMPs for each hour.

According to Ameren, hourly balancing will be performed through the MISO real
time energy market, with deviations from the day-ahead demand bid settling at a price
equal to the MISO real-time LMP. MISO charges, including Revenue Neutrality Uplift
and Revenue Sufficiency Guarantee payments will also apply.

22

al

Ma r



07-0527

With regard to portfoliore-b al ancing in the event ntod
event the Utilitiesd annual peak demand
more from those values included in the approved Procurement Plan, and such change
is identified no later than February 29, 2009, the Ultilities shall promptly notify the
Procurement Administrator of a need to rebalance the portfolio. Ameren says the
Procurement Administrator will subsequently issue a request for proposal in an amount
that rebalances the portfolio for the period ending May 31, 2009. In the event that such
change results in reduction in the supply requirement, the Procurement Administrator
will issue a reverse request for proposal.

Ameren indicates that the amount of portfolio rebalancing will be determined by
dividing the change in the annual peak demand forecast contained in the approved
Procurement Plan by the annual peak forecast contained in the approved Procurement
Plan itself, and then applying the resulting ratio to each product previously contracted
for in the remaining months in the planning period. The ratio will be applied to all active
contracts, including the 400 MW baseload contract made prior to this plan. Ameren says
no consideration of contracts that terminated earlier in the planning year shall be
required.

Within five business days of notification by the Utilities of the need to rebalance
the portfolio, and the specific product requirements, Ameren indicates that the
Procurement Administrator will issue the applicable request for proposal or reverse
request for proposal to all parties previously registered to participate in the most
recently completed Procurement Process. The deadline for binding responses will be no
later than ten business days from the date of issuance, and the selection and
notification of winning parties will occur immediately thereafter. Prior to the deadline for
binding responses, Ameren says the Procurement Administrator will develop
appropriate benchmarks to be used in analyzing the responses. Execution of the
applicable agreements will occur within two business days thereafter.

Given the use of standard market products in the portfolio, with tenures of no less
than one-month, Ameren claims it will be necessary that the agreements resulting from
any such rebalancing will be effective on the first Calendar Day of the month following
their execution. In the event that one or more of the products being procured in the
rebalancing request for proposal (or reverse request for proposal) are not fully
subscribed at the conclusion of the request for proposal process, Ameren says the
Utilities will meet with the Staff of the Commission to make a determination if the
request for proposal (or reverse request for proposal) should be re-issued.

Ameren notes that the Utilities have jointly submitted a single Procurement Plan
under which they will procure resources for their combined needs. To the extent
permitted by the applicable legal and regulatory authorities, Ameren says the Utilities
will jointly pool such resources for their mutual benefit, and that of their eligible retail
customers, and will allocate capacity and energy and cost responsibility among
themselves in proportion to their actual requirements. For purposes of determining
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