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I. INTRODUCTION AND SUMMARY 
 

Commonwealth Edison Company (“ComEd”) submits this Procurement Plan in 
accordance with the requirements of the Illinois Power Agency Act (Public Act 95-0481, 
effective August 28, 2007) (the “Act”), including the Act’s amendments to the Public Utilities 
Act (“PUA”).  The plan includes a Five-year hourly load forecast for the period June 1, 2008 
through May 31, 2013.  Under the Act, this initial plan provides for procurement of supply for 
the One-year period beginning on June 1, 2008 and ending on May 31, 2009.  Procurement plans 
for periods after May 31, 2009 will be prepared and filed by the Illinois Power Agency (“IPA”) 
and may propose use of procurement contracts for longer periods of time. 

This Procurement Plan takes into account the existing contracts for supply entered 
into by ComEd as a result of the September 2006 Illinois Auction process.  Those contracts 
extend for periods ending on May 31, 2008, May 31, 2009 and May 31, 2010.  The plan also 
reflects the multi-year financial swap contract entered into with Exelon Generation Company 
(“ExGen”), pursuant to the Act’s revisions to the PUA (220 ILCS 5/16-111.5(k)), in order to 
promote price stability for residential and small commercial customers during the transition to 
competition in Illinois (a copy of the swap contract is attached as Appendix A).  The swap 
contract provides a financial hedge for the purchase of 1,000 MW of Around the Clock (ATC) 
energy during the June 1, 2008 through May 31, 2009 period.  The request for proposal process 
proposed in this initial plan, therefore, provides for procurement of supply in excess of amounts 
that will be acquired under the existing Illinois Auction contracts or subject to the financial swap 
contract. 

ComEd’s Five-year hourly load forecast is based on the Act’s provisions 
identifying eligible retail customers.  Eligible retail customers include residential and other 
customers who are entitled to purchase fixed-price bundled electric service from ComEd.  
Because the Act provides that service to retail customers with peak demand of 400 kW and 
above is declared to be competitive, that customer group will no longer be entitled to fixed-price 
bundled service after May 2008.  As a result, the expected load of the 400 kW and above 
customer class is not included in the load forecast for eligible retail customers.1  Similarly, 
ComEd recently received approval from the Illinois Commerce Commission (“ICC” – see ICC 
Order dated October 11, 2007, in docket No. 07-0478) to have the 100 kW to 400 kW customer 
class declared competitive under the new standards established by the Act (see 220 ILCS 5/16-
113).  Therefore, the 100 kW to 400 kW customers would no longer be considered eligible retail 
customers under the Act.  However, customers in the 100 kW to 400 kW group who are taking 
bundled service as of the effective date of the Act would be entitled to remain on bundled service 
through May 31, 2010.  The Act provides that it is the utility’s option whether or not to include 
the load of such customers in its procurement plan.  ComEd has opted to do so, and the load of 
such customers is, therefore, included in the forecast and the Plan.2  Included Retail Customers 
will be the terminology used to define the universe of customers to be provided for in this Plan.  
                                                 

1 There is one exception to this statement.  The common area accounts for the condominium associations 
are exempted from this competitive declaration (see Section 16-103.1 of the PUA). 

2 Eligible retail customers and those customers in the 100-400 kW group who remain on fixed-price 
bundled service with ComEd are referred to as “Included Retail Customers.” 
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On the other hand, customers in the 100 kW to 400 kW group who have already switched from 
bundled service are not eligible to return to bundled service and, as a result, their load is not 
included in the Plan. 

The portion of the forecasted load for Included Retail Customers for the June 1, 
2008 through May 31, 2009 period that is not already being served by the full requirements 
Auction Supplier Forward contracts (SFCs) or the swap agreement is roughly 882 MW on-peak 
and 541 MW off-peak on average.  However, the expected monthly on-peak and off-peak loads 
during the year vary noticeably from the average.  For example, the on-peak expected loads (net 
of the auction and swap contracts) vary from a low of 450 MW in April 2009 to a high of 1,488 
MW in July 2008; while the net off-peak expected loads vary from a low of 194 MW in April 
2009 to a high of 964 MW in July 2008.  

This Procurement Plan proposes procurement of 24 different monthly on-peak 
and off-peak standard block forward products through the RFP, in quantities that reflect the 24 
forecasted average monthly on-peak and off-peak loads.  Each of the 24 products corresponds to 
one of the monthly on-peak/off-peak periods during June 2008 through May 2009.  This 
approach recognizes that providing the best fit of standard wholesale products to the expected 
load shape increases price stability for customers by hedging the greatest amount of the expected 
energy requirements.  There are no available standard products currently traded in the wholesale 
market that involve delivery quantities for periods shorter than the twenty-four (24) monthly on-
peak and off-peak periods, so a more granular matching of standard products to the expected 
load shape is not possible. 

Furthermore, subject to certain constraints yet to be determined, bidders in the 
RFP will be provided the opportunity to bundle their bids for various products.  For example, a 
bidder might be able to offer a bid for the July 2008 on-peak period and the August 2008 on-
peak period combined.  By providing some flexibility for bundled bids, bidders will be better 
able to bid on the products for which they can offer the most competitive prices.  The 
procurement administrator will accept the bids that together represent the lowest cost portfolio of 
products that provide the desired monthly on-peak and off-peak quantities being solicited 
through the RFP. 

In addition to the energy procured through the RFP process, it will be necessary to 
acquire or to sell balancing energy to address differences between the amount of procured energy 
and the actual load of Included Retail Customers.  This balancing energy will be procured in the 
day-ahead and real-time energy markets administered by the PJM Interconnection LLC (“PJM”).  
PJM-administered markets will also be used to acquire capacity and ancillary services.  The 
Federal Energy Regulatory Commission (“FERC”) approved, PJM-administered Reliability 
Pricing Model program will produce capacity prices to meet the capacity obligation of Included 
Retail Customers.  Similarly, PJM-administered markets for ancillary services provide efficient 
pricing for Included Retail Customers by being highly visible and easily accessible.  No active 
procurement efforts by ComEd are required to obtain the benefits of PJM-administered markets 
for capacity and ancillary services.  PJM will simply bill ComEd for these services and ComEd 
will pass through those costs to customers without mark-up.   
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The plan provides that a Procurement Administrator will design and implement 
the RFP procurement process, which will be monitored by an ICC appointed Procurement 
Monitor.  The Procurement Administrator will also recommend all of the detailed requirements 
for bidder qualification, credit and collateral, standard form contracts and other necessary 
elements.  ComEd has considered potential candidates who have the qualifications to serve as 
procurement administrator and has selected National Economic Research Associates, Inc 
(“NERA”), subject to ICC approval.   

Finally, the Plan provides for use of energy efficiency and demand response 
programs complying with the requirements of the Act, as well as for satisfaction of the 
renewable energy standards through acquisition of renewable energy credits (“RECs”).  The Plan 
anticipates that these standards will be observed in full compliance with the Act’s requirements, 
subject to the defined rate impact test.   

Simultaneous with the filing of this Plan, ComEd is also filing tariffs with the 
Commission that comply with the provisions of the Act and provide for recovery of the costs of 
the procurement process and other matters.   

ComEd believes that its proposed Procurement Plan is consistent with the 
requirements of the Act, provides an appropriate approach to acquire supply for Included Retail 
Customers and should be approved by the Commission.   

II. LOAD FORECAST 
 

A. Purpose and Summary 
 

This section of the Plan provides forecasted energy usage for the Included Retail 
Customers within ComEd’s service territory for the Five-year procurement planning period 
beginning on June 1, 2008.  In accordance with Section 16-111.5(b) of the Act, the Plan includes 
a 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.  

B. Development of Five-Year Load Forecast (June 1, 2008 – May 31, 2013) 
 

The Act requires the Plan to analyze the projected balance of supply and demand 
over a Five-year period and to identify the standard wholesale products to be used to meet 
expected load requirements for the one-year period from June 2008 through May 2009.  The 
hourly load analysis is an important component of the Plan because it provides the means to 
determine the on-peak and off-peak quantities needed in the procurement process.  In presenting 
the load forecast, the Plan focuses on average usage or load during the 12 monthly on-peak and 
12 monthly off-peak periods experienced during a year.  This approach provides the most useful 
information when identifying the necessary standard wholesale products because the two most 
visible platforms on which electricity products are traded, the New York Mercantile Exchange 
(“NYMEX”) and the Intercontinental Exchange, Inc. (“ICE”), use on-peak and off-peak delivery 
periods when reporting prices for products.  As a result, the primary standard wholesale 
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electricity products traded on those platforms are monthly or annual on-peak (5x16) and off-peak 
(wrap) products.  The hourly load forecast therefore presents load requirements using the 24 
different time periods covered by these standard products. 

 
1. Hourly Load Analysis 
 

a. Multi-year historical analysis of hourly load 
 
The multi-year historical analysis of load during the 24 monthly on-peak and off-

peak periods is based on hourly profile data for the period from June 2002 to January 2007.  The 
profiles are based on statistically significant samples from ComEd’s residential and small 
commercial and industrial (“C&I”) customer population.  Customer load profiles provide the 
best basis for an analysis of historical hourly usage of Included Retail Customers because the 
meters used by most of these customers do not record usage on an hourly basis.  Although actual 
hourly usage data is not available for the entire population, statistical sampling is a proven means 
of determining the hourly load profiles for the Included Retail Customers.  Further, as discussed 
in greater detail below, the profiles show clear and stable weather-related usage patterns that are 
indicative of how residential and small C&I customers use electricity.  Thus, the customer load 
profiles provide reliable information on the historical hourly usage of customers.  

Using the hourly load profiles and actual customer usage, Table II-1 depicts the 
historical on-peak and off-peak hourly usage of the major customer groups within the Included 
Retail Customers for the period from January 2004 to December 2006:  
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Table II-1 
Load Forecast Table (Historical Detail 2004-2006): 

ComEd Historical Actual Sales 

Historical Energy Sales in MWh for Included Retail Customers (Line Loss Adjusted) 

  Small Load Medium Load 

  
Residential Load Watthour 

(0 to 100kW) (100 to 400 kW) 
Street Lighting Load Total Load (MWh) 

Year Month On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak 

2004 1 1,460,448 1,584,096 51,436 43,094 492,688 411,653 351,297 294,569 3,458 7,468 2,359,326 2,340,878 

2004 2 1,151,070 1,234,576 46,294 37,487 433,698 352,499 348,296 278,202 9,918 24,212 1,989,275 1,926,975 

2004 3 1,167,732 1,074,084 54,192 37,208 486,640 334,402 333,158 222,809 5,751 17,505 2,047,472 1,686,008 

2004 4 971,872 955,563 44,263 31,364 468,993 323,798 337,554 224,998 4,155 16,415 1,826,837 1,552,139 

2004 5 910,760 994,635 43,607 35,088 473,693 366,160 339,497 253,463 2,620 17,093 1,770,177 1,666,440 

2004 6 1,352,953 1,150,938 50,228 31,752 495,372 325,144 371,978 242,629 2,056 15,747 2,272,587 1,766,210 

2004 7 1,509,598 1,487,842 53,706 37,468 577,604 445,343 374,357 287,554 2,254 16,593 2,517,519 2,274,799 

2004 8 1,407,889 1,278,792 50,745 32,779 533,483 370,979 369,322 259,416 2,899 16,753 2,364,338 1,958,718 

2004 9 1,212,720 1,236,577 51,442 35,371 530,871 383,880 351,857 257,272 4,465 16,748 2,151,356 1,929,848 

2004 10 919,564 1,005,097 44,484 34,561 471,686 364,077 325,812 247,092 6,690 16,892 1,768,237 1,667,719 

2004 11 1,012,697 1,043,522 60,790 45,152 451,135 338,170 302,028 227,811 6,875 17,785 1,833,526 1,672,439 

2004 12 1,469,063 1,359,289 129,296 92,053 481,008 341,458 333,120 239,223 8,206 16,371 2,420,692 2,048,394 

Totals 14,546,367  14,405,010  680,482  493,376  5,896,872  4,357,564  4,138,275  3,035,036  59,349  199,582  25,321,343  22,490,568  

2005 1 1,496,037 1,680,497 52,757 44,663 498,038 417,696 328,208 280,611 7,246 16,802 2,382,286 2,440,270 

2005 2 1,062,114 1,055,504 96,589 72,419 436,074 325,161 296,223 220,008 5,939 14,696 1,896,938 1,687,788 

2005 3 1,284,272 1,201,272 89,076 62,159 527,119 362,694 358,576 250,061 5,956 17,974 2,265,000 1,894,161 

2005 4 905,266 957,580 89,238 67,588 446,043 336,279 291,465 211,944 4,119 16,706 1,736,130 1,590,097 

2005 5 881,346 981,790 40,412 30,520 478,032 363,787 314,813 236,959 2,342 15,712 1,716,944 1,628,768 

2005 6 1,672,633 1,422,085 113,612 69,157 597,588 397,649 394,667 268,336 2,425 18,168 2,780,924 2,175,395 

2005 7 1,928,466 2,242,724 81,283 63,459 559,657 485,955 344,460 310,948 2,238 15,792 2,916,104 3,118,879 

2005 8 2,143,626 1,764,927 87,033 51,579 639,034 411,132 391,419 262,250 2,926 17,131 3,264,038 2,507,019 

2005 9 1,350,878 1,343,681 82,331 55,296 517,714 372,684 369,630 275,722 4,479 16,714 2,325,031 2,064,097 

2005 10 1,093,111 1,140,246 85,174 64,931 486,764 371,633 322,338 246,252 6,225 17,241 1,993,613 1,840,303 

2005 11 1,136,300 1,138,665 72,125 54,022 449,828 333,081 317,644 238,277 6,909 16,954 1,982,808 1,780,999 

2005 12 1,428,696 1,555,749 88,906 73,980 488,979 408,574 347,619 295,773 8,664 16,943 2,362,863 2,351,018 

Totals 16,382,745  16,484,720  978,535  709,773  6,124,870  4,586,325  4,077,062  3,097,143  59,466  200,833  27,622,678  25,078,794  

2006 1 1,256,132  1,374,251  84,681  67,709  481,564  391,036  337,245  274,444  7,439  17,171  2,167,061  2,124,611  

2006 2 1,161,366  1,227,567  81,336  62,544  446,830  339,993  306,884  237,987  6,638  16,442  2,003,053  1,884,533  

2006 2 1,246,506  1,170,307  86,979  59,836  511,103  348,217  368,923  252,277  5,619  17,334  2,219,129  1,847,972  

2006 4 883,139  1,049,491  63,376  53,330  442,887  355,126  307,606  233,937  3,666  16,013  1,700,674  1,707,898  

2006 5 1,041,922  1,154,671  74,321  54,697  493,627  354,870  347,159  240,748  2,082  17,878  1,959,110  1,822,863  

2006 6 1,367,943  1,202,345  78,971  52,171  591,188  383,157  470,048  296,500  2,936  16,518  2,511,086  1,950,690  

2006 7 1,849,638  2,187,719  78,633  63,303  570,238  500,836  439,712  382,355  2,231  17,628  2,940,452  3,151,841  

2006 8 1,853,407  1,570,249  79,281  48,641  677,835  441,188  499,283  318,222  3,649  18,154  3,113,455  2,396,454  

2006 9 945,129  1,065,004  73,838  59,665  477,947  389,067  419,464  329,655  5,121  17,076  1,921,498  1,860,467  

2006 10 1,101,961  1,100,271  76,449  55,577  509,383  361,018  413,373  287,608  6,276  18,053  2,107,442  1,822,528  

2006 11 1,163,770  1,205,908  79,174  59,657  476,105  354,668  381,590  282,250  7,201  17,530  2,107,841  1,920,013  

2006 12 1,278,904  1,537,332  55,399  49,654  492,279  441,295  397,414  355,342  8,059  14,674  2,232,055  2,398,297  

Totals 15,149,818  15,845,113  912,437  686,785  6,170,987  4,660,471  4,688,698  3,491,327  60,916  204,472  26,982,856  24,888,168  
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Table II-2 depicts the same historical usage in MWs, which is the typical quantity used for the 
purchase and sale of standard wholesale energy products.  

 

Table II-2 

Load Forecast Table (Historical Summary 2004-2006) 
ComEd Historical Actual Sales 

Historical Energy Sales for Included Retail Customers 
(Line Loss Adjusted) 

Total Load (MWh) Total Load (MW) 
Year Month 

On-Peak Off-Peak On-Peak Off-Peak 
2004 1 2,359,326 2,340,878 7,022 5,737 
2004 2 1,989,275 1,926,975 6,216 5,125 
2004 3 2,047,472 1,686,008 5,564 4,484 
2004 4 1,826,837 1,552,139 5,190 4,218 
2004 5 1,770,177 1,666,440 5,268 4,084 
2004 6 2,272,587 1,766,210 6,456 4,799 
2004 7 2,517,519 2,274,799 7,493 5,575 
2004 8 2,364,338 1,958,718 6,717 4,997 
2004 9 2,151,356 1,929,848 6,403 5,026 
2004 10 1,768,237 1,667,719 5,263 4,088 
2004 11 1,833,526 1,672,439 5,457 4,355 
2004 12 2,420,692 2,048,394 6,578 5,448 

Total 25,321,343 22,490,568  
2005 1 2,382,286 2,440,270 7,090 5,981 
2005 2 1,896,938 1,687,788 5,928 4,795 
2005 3 2,265,000 1,894,161 6,155 5,038 
2005 4 1,736,130 1,590,097 5,167 4,141 
2005 5 1,716,944 1,628,768 5,110 3,992 
2005 6 2,780,924 2,175,395 7,900 5,911 
2005 7 2,916,104 3,118,879 9,113 7,356 
2005 8 3,264,038 2,507,019 8,870 6,668 
2005 9 2,325,031 2,064,097 6,920 5,375 
2005 10 1,993,613 1,840,303 5,933 4,511 
2005 11 1,982,808 1,780,999 5,901 4,638 
2005 12 2,362,863 2,351,018 7,032 5,762 

Total 27,622,678 25,078,794  
2006 1 2,167,061 2,124,611 6,450 5,207 
2006 2 2,003,053 1,884,533 6,260 5,354 
2006 3 2,219,129 1,847,972 6,030 4,915 
2006 4 1,700,674 1,707,898 5,315 4,270 
2006 5 1,959,110 1,822,863 5,566 4,650 
2006 6 2,511,086 1,950,690 7,134 5,301 
2006 7 2,940,452 3,151,841 9,189 7,434 
2006 8 3,113,455 2,396,454 8,460 6,374 
2006 9 1,921,498 1,860,467 6,005 4,651 
2006 10 2,107,442 1,822,528 5,987 4,649 
2006 11 2,107,841 1,920,013 6,273 5,000 
2006 12 2,232,055 2,398,297 6,975 5,656 

Totals 26,982,856 24,888,168 
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ComEd analyzed the hourly load profiles for all the major customer groups within 
the Included Retail Customers.  As a result of that analysis, ComEd developed hourly load 
models for those major customer groups that determined the average percentage of monthly sales 
that each customer group used in each hour of that month.  Those hourly models were then used 
to develop the monthly on-peak and off-peak usage percentages for the planning periods.  These 
percentages were applied to ComEd’s forecasted monthly sales to obtain the forecasted 
procurement quantities that are presented later in this Procurement Plan (see Chart II-7 and the 
discussion in section IIB(1)(b)(vi), below).  In the following section, the hourly analysis of the 
residential single-family non-space heating customer segment is described.  This class represents 
approximately half of the annual sales of the Included Retail Customer segment and provides a 
good example of how the hourly load profile data were analyzed and modeled.     

(i) Residential Single-Family Hourly Load Profile Analysis 
 

One of the most significant, and easily understood, determinants of residential 
energy usage is weather.  The “scatter plot” shown below (Chart II-1) demonstrates the 
significant relationship that exists between weather and usage for the single-family non-space 
heating residential customer segment.  

Daily Average THI

D
ai

ly
 U

PC
 (k

W
h)

Saturday

Holiday
Sunday

Weekdays

Chart II-1
Single Family Non-Space Heating Daily Usage vs. Temperature/Humidity

 
A scatter plot shows the relationship between two variables.  Each point 

represents a single observation (a day in this case).  In this chart, the values shown on the vertical 
or Y-axis are daily usage per customer (“UPC”).  The values shown on the horizontal or X-axis 
are the daily average temperature-humidity index (“THI”).  The graph shows daily usage per 
customer based on observations from June 2002 to January 2007 and the average THI on those 
days.  THI, rather than temperature alone, is used because residential usage is sensitive to 
humidity.  Different geometric shapes are used to distinguish points representing weekdays from 
those depicting Saturday, Sunday or holiday usage. 
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The scatter plot is very useful in understanding the relationship between customer 
usage and weather.  If there were no relationship between the two, points on the graph would not 
display a clear pattern.  However, it is apparent that there is a clear pattern.  The right side of the 
graph at the high end of the horizontal axis shows the days on which THI was the highest.  The 
points at that end of graph indicate that the highest daily usage by customers occurred when THI 
levels were at their peak -- 80 plus degrees.  Moving to the left, the points show daily usage 
declining rapidly as the THI decreases until the 60 degree level is reached at which a base usage 
appears.  From that base level, usage gradually increases as colder temperatures are 
experienced.3     

Hourly models were developed to account for the strong weather relationship 
shown in the graph and to account for numerous other factors that influence residential usage.  
The models explicitly account for the differing effects of energy use at various temperatures.   
Variables are included to allow for seasonal usage patterns in water heating, refrigeration and 
other seasonal uses.  Weekend and holiday variables are included to allow for behavioral 
differences on those days relative to weekdays.  The amount of daylight on each day is included 
to account for seasonal differences in lighting loads.  Weather variables for prior days are 
included in the model to account for the dynamic effects of temperature buildup.  The full list of 
variables included in the residential single family model is shown in Appendix B-1.    

The best way to visualize the model’s performance is to look at plots of actual and 
estimated values for the historical estimation period.  The following chart demonstrates the 
performance of the model over the one-year period from January 2006 through December 2006 
at the daily level and zooms in to show the hourly performance in July of 2006. 

                                                 
3  Unlike usage for commercial customers, residential daily usage does not vary significantly 

between weekdays and weekends.  In fact, residential usage on weekends and holidays is typically greater than on 
week days. 



 

 9

5

0

0.5

1

1.5

2

2.5

3

3.5

4

4.5

5

07
/01

/06

07
/03

/06

07
/05

/06

07
/07

/06

07
/09

/06

07
/11

/06

07
/13

/06

07
/15

/06

07
/17

/06

07
/19

/06

07
/21

/06

07
/23

/06

07
/25

/06

07
/27

/06

07
/29

/06

07
/31

/06

U
PC

 H
ou

rly
 k

W
h

2006 Daily Actual vs. Estimated UPC

July 2006 Hourly Actual vs. Estimated UPC

Estimated
Actual

Values indicate daily usage per customer (kWh) 

Chart II-2
ComEd Single Family Profile:  Estimated vs. Actual
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In both graphs on Chart II-2, the red line indicates the “actual” load data and the blue line 
indicates the model’s estimated values.  In this case, it is important to understand that the actual 
data are themselves estimates of population loads based on a statistical sample, and are therefore 
subject to minor variations that occur in the sample.  Despite this statistical variation in the actual 
values, the charts demonstrate that the model’s estimated usage and the actual usage are 
extremely close.  The close alignment of the estimated and actual lines on the charts 
demonstrates that the model is very effective in determining variations in electrical usage 
patterns.   

Because the model is effective in estimating electrical usage patterns, it provides a 
sound basis for identifying the standard wholesale products that will be needed to meet expected 
load requirements in the future.  The following chart shows how closely the model’s estimated 
on-peak usage compares to the actual on-peak usage from January 2003 to January 2007.  The 
chart also shows projected usage with normal weather for the remainder of 2007 and through 
2008. 
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Chart II-3 
Single Family On-Peak Performance 

Est i mat ed
Act ual

 
For each month, the estimated and the actual on-peak usage are aligned, demonstrating the 
capability of the model.4   

b. Switching Trends and Competitive Retail Market Analysis 
 

This section includes the analysis of switching trends and retail market 
development required by Section 16-111.5(b) of the Act.  In determining the expected load 
requirements for which standard wholesale products will have to be purchased, it is important to 
provide the best possible forecast of the extent to which Included Retail Customers are likely to 
switch to alternative providers.  That issue is considered in the following discussion, which 
reviews retail development in ComEd’s service territory over the past ten years, the entry of 
alternative suppliers, the rate of customer switching in the past, future trends affecting customer 
choice and ComEd’s Five-year forecast of the percentage of load from various customer 
segments that will remain to be served with supply procured by ComEd.   

(i) Introduction and Brief Overview of Retail Development 
 

 ComEd’s commercial and industrial market has developed into one of the largest 
competitive retail markets in the country.  Approximately three-quarters of its non-residential 
energy sales are currently being provided by retail electric suppliers (“RESs”).  The RES sales 
within the ComEd service territory reflect approximately 11% of the non-residential customer 
choice sales for the entire United States.  In fact, ComEd’s non-residential customer choice sales 
are just slightly less than the customer choice sales for the entire state of New York.  Of all the 
utilities in the U.S. only two service territories (both in Texas) have more customer choice sales 

                                                 
4  The approach used in producing the forecasted wholesale product quantities was to forecast 

monthly sales for each customer class; apply any necessary adjustments/allocations (e.g., expected movement to a 
retailer); and to apply the wholesale product percentages to obtain usage quantities by month and wholesale product, 
which is described in more detail later within this document. 
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than ComEd.  This is a significant achievement that has occurred over several years.  
Specifically, the steady progression towards such a robust retail market is shown in Chart II-4.  

Chart II-4 

HISTORICAL RETAIL MARKET ACTIVITY 
(Total Sales Through August 31, 2007)
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Each year the participation in retail markets has grown as a result of the concerted 
efforts of ComEd and the numerous RESs. (The temporary decline in the latter part of 2006 is 
explained later in this section.)  The outlook is for continued movement of non-residential 
customers to RES service.  As expected, large customers were the first to migrate to competitive 
supply during the transition period.  That movement has become so pronounced that it has 
effectively reached full saturation for the very large customers.  For example, approximately 
95% of ComEd’s larger than one-megawatt customers are currently procuring their electricity 
from a RES provider.  The recently approved competitive declaration for customers in the 100 to 
400 kW delivery services class coupled with the legislative declaration of competitiveness for 
customers greater than 400 kW will further accelerate this trend of growing RES supply.  
Smaller customers (i.e. < 100kW) recently have also shown a greater tendency to migrate to 
RES, but not at the same pace as the larger customers.  RESs are currently serving approximately 
25% of the 0 to 100 kW group.  That percentage is expected to grow to almost 35% by June of 
2009 (additional discussion is found in subsection (vi) of this section).  Thus, ComEd’s retail 
market has consistently grown over time.  The number of RESs in ComEd’s service territory has 
more than doubled in less than 12 months.  This influx is the result, in part, of additional clarity 
provided by legislators and regulators.  For example, SUEZ Energy Resources recently noted 
that “SUEZ’s growth in Illinois is in part attributable to a more competition-friendly 
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environment, as a change in market rules in early 2007 has made it significantly easier for small 
and medium-sized business customers in the state to switch from incumbent suppliers.” (Press 
release dated August 21, 2007) 

The market development trends related to the non-residential sector are now 
expected to migrate to the residential markets.  Residential retail market development is expected 
gradually over the next few years.  Several RESs have expressed interest in serving residential 
customers within ComEd’s service territory.  Of the 22 RESs in the ComEd service territory, five 
are certified to provide residential service.  In addition, one more RES is currently seeking ICC 
approval to provide residential service.  Moreover, many of these same RESs already provide 
residential electricity service in other states and residential natural gas service in ComEd’s 
service territory.  Residential retail market development is highly probable.     

In summary, the ComEd service territory has been one of the most fertile grounds 
in the United States for retail development. While this phenomena is subject to market 
conditions, ComEd expects this trend to continue in the near term.  

(ii) Historical Development 
 

After passage of the Electric Service Customer Choice and Rate Relief Law of 
1997 (“Customer Choice Law”), ComEd put an organization in place to prepare the company for 
open access.  This organization, named PowerPath, prepared the business processes that would 
be needed and guided the technological changes required to implement the law.  In order to make 
open access work, ComEd formed ESSD in April of 1999.  ESSD is responsible for registering 
RESs to do business with ComEd, handling the day-to-day account management needs of the 
RESs, and for performing the operations needed to implement the Customer Choice Law. The 
first direct access service request (“DASR”) to switch a ComEd customer to RES supply was 
received on September 2, 1999 for an October 1, 1999 switch.  

Illinois decided on a phased in approach to customer choice.  Not all customers 
became eligible at the same time.  Below is a list of the milestones in the development of 
customer choice: 

09/01/1999 ComEd runs Lottery to determine eligible customers 
10/01/1999 Lottery Winners -Non-Residential Eligible for Choice 
06/01/2000 All Manufacturing Customers Eligible 
10/01/2000 All Governmental Consolidated Billing (“GCB”) Customers Eligible for 

Choice 
12/31/2000 All Non-Residential Customers Eligible for Choice 
05/31/2002 All Residential Customers Eligible for Choice  
11/14/2002 Customers over 3 MW declared competitive 
05/01/2003 Customer Choice Enhancements Agreed To 
09/15/2006 Illinois Auction 
 

 
The post-2006 retail environment has shown continued, strong retail market 

development.  Significant customer switching has occurred since the end of the transition period, 
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as shown in Chart II-4, above.  In the post-2006 environment, the supply products offered by 
ComEd are derived from wholesale products purchased at market prices instead of being a 
supply product based on reduced and frozen 1997 bundled rates.  These wholesale market-based 
products were either based on the 2006 auction results or the PJM hourly market prices.  In the 
case of fixed price service for large commercial and industrial customers (those between 400 kW 
and 3 MW), the auction clearing prices also included the risk management cost associated with 
any and all customer migration either to or from a RES.  This cost, which turned out to be 
significant, created prices that RESs were able to consistently beat, as evidenced by the near 
complete migration of that customer segment to RES supply service.   Further, the Act provides 
additional stability for the competitive retail market.  As quoted in the Platt’s Power Markets 
Week publication, Integrys Energy Services President Mark Radtke said, “The recent settlement 
in Illinois laying out a framework for the state’s retail market is a “positive” for competition in 
the state.”  (Platts Power Markets Week dated August 13, 2007 page 17.)  The net result has been 
an upsurge in RES sales in the post-2006 time period.  RES sales continue to increase monthly.        

(iii) RES Development 
 

There are 22 RESs in the State of Illinois that are able to provide electric power 
and energy to customers in ComEd’s service territory.  Three of these RESs are currently in the 
ComEd registration process: Nordic Marketing of Illinois, Commerce Energy and Hudson 
Energy Services, LLC.     

The number of RESs in ComEd’s service territory has grown significantly, 
particularly in the last year (see Table II-3).  The recent growth is largely because of two factors 
– the end of the transition period (as previously noted) and ComEd’s joining of PJM.  Joining 
PJM provided at least two benefits to the RES market.  First, it provided a very large and robust 
market place for RESs to arrange supply for potential customers.  Second, the RESs that were 
already active in eastern PJM states did not have to learn new regional transmission organization 
(“RTO”) driven procedures and provisions in seeking to serve ComEd customers.      

Table II-3 
Number of Active RESs in Illinois 

 
 1999 2000 2001 2002 2003 2004 2005 2006 2007 

Active RES 7 7 7 8 8 6 8 10 22 
 

As shown in Table II-4, there are five RESs now certified to serve the residential 
market. Mid American Energy, BlueStar Energy, and Integrys Energy Services have already 
gone through the ComEd registration process and are able to serve the residential market.  
Commerce Energy and Hudson Energy Services are currently going through that process.  In 
addition, Spark Energy is seeking ICC approval to serve residential customers within ComEd’s 
service territory.  It is also important to note that many of the existing ComEd RESs have the 
ability to serve residential customers, as demonstrated by the fact that they are serving residential 
customers in other states/provinces.  Although they have not yet been certified to serve 
residential customers within ComEd’s service territory, that situation could change in the future.  
There are six RESs shown in the table below that fall within that category and are potential 
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future residential RESs.  There appears to be strong interest (and ability to serve) ComEd’s 
residential retail market by a growing number of RESs.  

 
Table II-4 

RES Certification Status 
 

Retailer 

Authorized for 
Residential Service in 
the ComEd Service 
Territory 

Serving Residential 
Customers in Other 
States 

Other Residential 
Locations Served 

Ameren No No  
Bluestar Yes No  
Champion No Yes TX 
Commerce Yes Yes PA, TX 
Consolidated Edison No Yes NY, MA 
Constellation NE No No  
Direct Energy No Yes NY, TX. Ontario, Alberta 
Exelon No No  
Glacial Energy No No  
GEXA No Yes TX 
Hudson Energy Yes Yes NY 
Liberty Energy No No  
Lower Electric No No  
MidAmerican Yes No  
Nordic Marketing No No  
Peoples No No  
Pepco No Yes DC, MD, VA 
Reliant No Yes TX 
Sempra No No  
Strategic No No  
Suez No No  
Vanguard Power5 No No  
WPS (Integrys) Yes Yes NY, ME 
 

                                                 
5 While Vanguard Power has been certified by the ICC, it has not yet registered with ComEd. 
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(iv) Switching Statistics 
 

Chart II-4, above, shows a steady rise in customer choice sales.  There is one 
exception to this steady rise.  In May of 2006, as the end of the transition period was 
approaching, market prices increased such that most customers had zero competitive transition 
charges (“CTCs”), thus eliminating the market based, variable price Power Purchase Option 
(“PPO”) service as an option for these customers.  ComEd had over 14,000 customers taking the 
PPO.  Approximately 1/3 of the 14,000 PPO customers found a RES, while the rest returned to 
ComEd fixed price bundled service.   

(v) Future Trends 

In its May 2006 report on competition in Illinois retail electric markets, the ICC 
noted that the termination of the transition period on January 1, 2007 could “give a boost to 
competition.”  Among other things, the ICC commented that, because the then-existing bundled 
retail rate freeze would expire at the beginning of 2007, “RESs may find it easier to compete 
against higher current market prices rather than bundled rates that were frozen in 1997.”   This 
factor plays an important part in shaping the future of retail development in ComEd’s service 
territory. 

In addition, more customers are likely to pursue alternative supply arrangements 
because of recent changes to the PUA.  Under Section 16-113(f) of the PUA, service for all 
ComEd customers with peak demands of 400 kW and above is declared competitive and, after 
the May 2008 billing period, these customers will no longer be entitled to fixed-price bundled 
service from ComEd.  ComEd has also recently received approval from the ICC to have the 100-
400 kW class declared competitive under the provisions of Section 16-113(g).  As a result, 
customers with peak demands of 100 kW - 400 kW who are currently served under rate BES-
NRB or Rate BES-L will be entitled to fixed-price bundled service only through the end of the 
May 2010 billing period.  Customers in the 100 kW – 400 kW load class that have switched to a 
RES will no longer be eligible to receive bundled service.  At whatever point these customers 
elect RES service, from that point forward, bundled service will no longer be available to them.  
Therefore, as a result of the competitive declaration, it is likely that customers with peak 
demands of 100 kW - 400 kW will increasingly choose to receive service from RESs in the 
future.   

Even before these structural changes, ComEd had seen growth in switching in the 
0-100 kW market.  Over 25,000 of these customers are now being supplied by RESs.  A review 
of the types of customers in this class that are switching reveals that suppliers are targeting a 
variety of customers, along with many of the national and local chain accounts.  Some of these 
include banks, retail stores, cellular stores, restaurants, municipal pumping, medical facilities, 
churches, school and park districts, colleges, storage facilities, small manufacturing, and property 
management companies.  This analysis highlights the fact that the very small customers 
participating in customer choice are not of an isolated business segment and the participation is 
diverse.  This experience provides support for the conclusion that additional small customer 
participation in customer choice is likely to occur. 
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Continued development of retail choice in Illinois is also supported by an analysis 
prepared by KEMA indicating that Illinois will have the second highest non-residential migration 
activity (behind Texas) by 2012 (see Chart II-5).  

 
Chart II-56 

Non-Residential Migration Activity 
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Although residential choice has not yet developed, there is reason to believe that 
this portion of the competitive market will become more active.  First, it bears repeating that 
residential retail markets have not developed prior to 2007 because the reduced and frozen 
bundled rates were below market.  The new pricing environment in the Post-2006 period is likely 
to offer more opportunity for RESs to compete for residential customers.  Second, in assessing 
future residential customer choice, there are legislative proposals that should be taken into 
consideration.  Public Act 95-0311 (formerly HB 351) regarding municipal aggregation has now 
been enacted to be effective January 1, 2008.  SB1299, requiring a utility consolidated 
billing/purchase of receivables (“UCB/POR”) program and easier enrollment requirements 
(allows telephonic enrollment), if signed into law (it has been passed by both houses but has not 
yet been signed by the Governor), could result in greater participation by RESs in the residential 
retail market.  In addition, the ICC has set up an Office of Retail Market Development that will 
be working with suppliers and utilities to consider ways to promote competition.   

Thus far, the analysis has focused on the RES side of the customer choice 
dynamic, but there is evidence that residential customers are also interested in customer choice 
(i.e., demand is there).  Over 42,000 residential customers enrolled in ComEd’s Residential Rate 
Stabilization program, which was designed to limit the rate increase for three years and spread 
out the payments for another three years.  This is about a 1.2% response rate.   Thus, residential 
                                                 

6 KEMA’s Retail Outlook, September 2007, p. 26. 
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customers are interested in alternative pricing products.  ComEd also has had over 2,000 
residential customers sign up for a real time pricing rate, again demonstrating such customer 
interest.  

Further, there are over 200,000 residential customers within the ComEd service 
territory participating in natural gas customer choice.  Appendix C contains information from an 
Energy Information Administration (“EIA”) web-site that highlights the significant gains in 
natural gas choice by residential customers within ComEd’s service territory.  The natural gas 
customer choice customers represent approximately six percent of ComEd’s residential 
population, providing evidence of interest within the residential sector for alternative products.  

(vi) Forecasted Retail Sales 
 

The forecast percentages of retail sales supplied by ComEd are shown below, 
along with some historical perspective. 

Table II-5 
Percentage of Retail Customers Supplied By ComEd7 

Month Residential Watthour 0-100 kW 100-400 kW 

Jun-04 100.0% 99.4% 87.8% 65.4% 

Jul-04 100.0% 99.4% 87.3% 63.7% 

Jul-06 100.0% 99.6% 90.7% 77.1% 

Jul-07 100.0% 97.4% 76.6% 42.5% 

Jun-08 98.3% 96.0% 72.3% 36.3% 

Jun-09 93.7% 94.0% 65.3% 30.6% 

Jun-10 90.8% 90.1% 56.3% 20.0% 

Jun-11 85.8% 88.1% 50.3% 15.0% 

Jun-12 85.8% 88.1% 50.3% 15.0% 

 

The main drivers of this forecast are: 

1. Continued RES acquisition of smaller and smaller sized customers.  As noted, RESs 
have been progressively increasing their customer base over time.  In the beginning of 
customer choice, the RESs focused on Large C&I customers, for a variety of reasons, 
and have over time begun to acquire smaller customers.  That trend is expected to 
continue into the future.  

                                                 
7 The table includes sales by ComEd to its hourly customers in order to depict the amount of switching to 

RES that has occurred and is forecasted to occur.  
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2. The number of RESs in the ComEd service territory has significantly increased in 

recent months.  While this is more fully described above, the entrance of ComEd into 
PJM and the end of the transition period are major reasons for this increase in RESs.  
It is probable that this influx of RESs will lead to more customers being served by 
RESs. 

 
3. Residential switching is expected to occur because of various provisions that make it 

attractive to RESs to acquire residential customers, not the least of which is the clarity 
provided by the Act.  Again, additional analysis and facts are provided in the 
preceding sections. 

 
The effects of those drivers by customer group are as follows: 
 

 Only 42.5% of the 100 to 400 kW customers are currently taking ComEd service.  That 
percentage is anticipated to continue its decline as a result of the recent competitive 
declaration for this group and the influx of RESs.  The movement is anticipated to occur 
in a steady fashion as customers recognize their limited supply offering from ComEd and 
evaluate the various RES offerings.  Ultimately, by 2010 customers from this group 
would no longer have the option to take fixed price service from ComEd. 

 
 The 0 to 100 kW customers will also continue to show increased penetration of RES 

service.  While the pace will be steady, the historical experience suggests that the 
percentage of RES sales within the 0 to 100 kW class will be less than the 100 to 400 kW 
customer class.  As shown in the chart above, RES sales have become an increasingly 
larger portion of this customer group especially in the past year.  Approximately a fourth 
of the 0 to 100 kW group are currently taking RES service and that percentage is 
expected to increase to 35% by June 2009, which is effectively a 40% increase in overall 
RES sales within the 0 to 100 kW customer class.  The migration to RES service is 
expected to continue throughout the planning period.  

 
 Watthour customers are essentially “residential” in nature when viewed from a customer 

choice perspective and their participation in customer choice is expected to generally 
mimic the residential movement. 

 
 Residential customer choice will start slowly in 2008 as RESs begin in earnest to offer 

products to these customers.  It is important to note that RESs need not only offer a 
savings opportunity in order to attract residential customers.  Various RES offers, ranging 
from environmentally friendly supply to long-term price stability, are just some of the 
products that customers may find attractive from a RES.  Given that natural gas customer 
choice is already at approximately six percent of ComEd’s residential population, the 
base case forecast assumes that residential electric choice will reach similar levels by mid 
2009.  The single-family and multi-family residential customers are anticipated to be the 
likely customer to opt to RES service as the ComEd fixed-price, space-heating rate may 
be more attractive than RES offers.  Further, multi-family customers are anticipated to be 
slightly less likely than a single-family customer to opt for RES service simply because 
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their electric bill is proportionally smaller.  Thereafter, the customer choice growth 
continues to just under ten percent by the middle of 2010 and some additional movement 
thereafter. 

 
c. Known or Projected Changes to Future Load 

 
Typically, when ComEd forecasts future loads, it considers whether there are any 

major customer decisions, such as the relocation of part or all of a business that would impact 
load.  For the Included Retail Customers, other than the factors we have discussed elsewhere, 
e.g. switching, energy efficiency measures, growth, etc., there is only one known or projected 
change that ComEd is aware of that would affect future loads for this group of customers.  This 
is the residential real-time pricing program (“RRTP”). 

 
In compliance with Section 16-107(b-5) of the PUA, the ICC recently approved revisions 

to RRTP that are projected to significantly increase residential participation in that program.8 
The goal of the enhanced RRTP program is to switch residential customers to RRTP according 
to the following table: 

 
Table II-6 

RRTP Enrollments and the Amount of Associated Load 
 

End of Year Incremental 
Enrollments Total Enrollments Residential Load 

(GWh) 
2007 8,100 8,100 0 

2008 33,000 41,100 258 

2009 34,000 75,100 591 

2010 35,000 110,100 938 

 
The program could potentially expand beyond 2010, but is subject to ICC review 

at the end of the fourth year. 

Customers that switch to RRTP would no longer be considered in the forecasted 
load of Included Retail Customers.  The last column in the above chart depicts the amount of 
load that would be impacted by this level of switching to RRTP. 

                                                 
8 See ICC Order of December 20, 2006, in Docket No. 06-0617. 
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d. Growth Forecast by Customer Class 
 

(i) Introduction 
 

This section describes ComEd’s growth forecast by customer class for the Five-
year procurement planning period beginning on June 1, 2008.  Section II(B)(1) discussed the 
hourly customer load profiles used by ComEd to develop models to present the historical load 
analysis required by the Act and to predict average daily usage per customer.  As indicated in 
this section, in arriving at a growth forecast by customer class, there are additional models 
beyond those customer-level hourly models that are used to forecast future customer class sales.  
These other models play an important role in determining expected load during the Five-year 
planning period among the Included Retail Customer groups.  

The following chart illustrates the steps in the ComEd load forecasting process. 

Chart II-6 
 

ComEd Energy Sales Forecast Process 

 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

The forecasting process is model based subject to adjustments and judgment.  A 
suite of econometric models is used to produce monthly sales forecasts for ComEd’s revenue 
customer classes with the major customer classes being Residential, Small C&I and Large C&I.  
That monthly forecast is adjusted for other considerations (e.g., switching activity) and allocated 
to more granular delivery service classes (e.g., the residential customer class is composed of four 
delivery services classes).  The forecast sales are combined with the input from the hourly 
models to obtain on-peak and off-peak quantities for each month and delivery services class.   
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The econometric modeling portion of the process is described in the following 
chart:     

Chart II-7 
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Household Income

 
 

As the chart indicates, ComEd’s forecasts of revenue class sales for its service 
territory are based on a “top-down” approach.  The top-down approach provides a forecast of 
total sales for the entire service territory and allocates the sales to various customer classes using 
the models specific to each class.  The “zone” forecast model takes into account a number of 
economic variables that affect electric energy use.  For example, the gross metropolitan product 
for the Chicago and Rockford areas (“GMP”) is a good measure of economic activity in 
ComEd’s service territory.  As GMP (which is expressed in billions of dollars) increases, use of 
electric energy rises as well.  Similarly, the zone model considers the total number of residential 
customers in ComEd’s service territory.  As the number of customers increases, total usage is 
also affected.  Section II (B)(1) describes the significant relationship between weather and 
energy usage, and the zone model contains sophisticated variables to reflect the effects of 
temperature and humidity, as well as seasonal usage patterns and other factors.  The economic 
assumptions are contained in Table II-7.   
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Table II-7 g

Chicago Area Economic Forecasts - Economy.com (Aug07)

Economic Variables 2004 2005 2006 2007 2008 2009 2010 2011 2012
  Gross Metro Product (Billions) 373$       377$       387$       394$       403$       413$       424$       434$       445$       
  Real Disposable Income 281,374$ 285,148$ 290,968$ 301,970$ 314,102$ 325,952$ 337,282$ 348,180$ 357,706$ 
  # of Households (Thousands) 3,300      3,319      3,341      3,366      3,393      3,422      3,454      3,485      3,514      
  Real Income/HH 85,269$   85,916$   87,094$   89,721$   92,560$   95,247$   97,659$   99,910$   101,798$ 
  Total Employment (Thousands) 4,338      4,381      4,442      4,481      4,493      4,525      4,573      4,618      4,666      

Growth Rate 2004 2005 2006 2007 2008 2009 2010 2011 2012
  Gross Metro Product 2.0% 1.2% 2.7% 1.8% 2.2% 2.4% 2.7% 2.5% 2.4%
  Real Disposable Income 1.7% 1.3% 2.0% 3.8% 4.0% 3.8% 3.5% 3.2% 2.7%
  # of Households 0.7% 0.6% 0.7% 0.7% 0.8% 0.8% 0.9% 0.9% 0.8%
  Real Income/HH 1.0% 0.8% 1.4% 3.0% 3.2% 2.9% 2.5% 2.3% 1.9%
  Total Employment 0.0% 1.0% 1.4% 0.9% 0.3% 0.7% 1.1% 1.0% 1.0%

Source: Moody's Economy.com (Aug07)

 
All of the variables used in each of the models in the forecasting process are identified in 
Appendix B-4.9   
 

The remainder of this section will provide a brief description of the models, 
starting with the Monthly ComEd zone energy usage model and proceeding to the three 
customer-level models for Monthly Residential bill-cycle energy usage, Monthly Small 
Commercial and Industrial customer bill-cycle energy usage and Monthly Street Lighting bill-
cycle energy usage.    

(ii) ComEd Monthly Zone Model 
 

The Monthly Zone model forecasts energy usage in gigawatt hours (GWh) for the 
entire ComEd service territory.  The following chart shows the performance of the ComEd zone 
model by comparing actual zone output to the estimates from the model for each calendar month 
from 2000 through 2006.   

 
 

                                                 
9  Technical information about the model coefficients and regression statistic are included in 

Appendix B-2 and B-3.   
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Chart II-8 
ComEd Monthly Zone Model:  Estimated vs. Actual 
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As with customer-level models discussed in Section II(B)(i)(a), the zone model is highly useful 
in understanding  energy usage.  The graph line depicting the model’s estimated usage and the 
line showing actual usage for the period are nearly identical.    
 

(iii) ComEd Residential Customer Class Model 
 

The Residential Customer Class model forecasts monthly residential bill-cycle 
sales expressed in kWh per customer per day.  The following chart compares the energy usage 
for residential customers in the ComEd zone resulting from application of the model to the 
historical period from 2000 through 2006 to the actual usage for that period.   

 
Chart II-9 

ComEd Residential Model:  Estimated vs. Actual 
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The residential customer class model is also very useful in understanding energy usage.  The 
graph line depicting the model’s estimated usage and the line showing actual usage for the period 
are highly correlated.   
 

(iv) ComEd Small C&I Customer Class Model 
 

The Small Commercial and Industrial (C&I) Customer Class model forecasts 
monthly Small C&I bill-cycle sales.  Chart II-10 shows an estimated versus actual comparison 
demonstrating the model’s effectiveness. 

Chart II-10 
ComEd Small C&I Model:  Estimated vs. Actual 
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(v) ComEd Street Light Model 

 
The Street Lighting model forecasts monthly bill-cycle sales related to street 

lighting.  This final model predicts use per day in GWh. 

(vi) Growth Forecast  
 

ComEd’s historical and forecasted weather-adjusted energy sales for the 
residential and small C&I customer classes are shown in Table II-8.  
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Table II-8 

 
ComEd Weather Adjusted 

Annual Energy Sales 
 Residential Small C&I 
 

Year 
Sales 

(GWh) 
Percent 
Growth 

Sales 
(GWh) 

Percent 
Growth 

2002 26,162  31,425   
2003 27,079 3.5% 32,885 4.6%  
2004 27,905 3.1% 32,733 -0.5%  
2005 28,290 1.4% 33,057 1.0%  
2006 28,516 0.8% 32,958 -0.3%  
2007 28,449 -0.2% 33,305 1.1%  
2008 29,134 2.4% 34,042 2.2%  
2009 29,570 1.5% 34,363 0.9%  
2010 30,021 1.5% 34,748 1.1%  
2011 30,387 1.2% 35,038 0.8%  
2012 30,764 1.2% 35,370 0.9%  
2013 30,967 0.7% 35,518 0.4%  

 
The forecast is very consistent with past experience.  Residential sales growth has averaged 2.2% 
per year from 2002 to 2006.  The expected 2007 growth is -0.2% because of such factors as a 
residential increase in supply cost, weaker housing market and general energy efficiency trends.  
The growth in 2008 is 2.1%, after adjusting for a leap-year in 2008.  This is also very consistent 
with past experience.  The annual growth rate is progressively lower in the following years as the 
legislative energy efficiency programs are implemented.  The same is generally true of the Small 
C&I growth rates.  The 2002 to 2006 average growth rate is 1.2% per year.  The 2007 growth 
rate is expected to be 1.1% in spite of the adverse economic conditions previously noted.  The 
2008 growth rate is 1.9% after adjusting for leap-year, which is a very reasonable growth rate for 
this customer class.  Energy efficiency programs also influence future sales in this customer 
class.   

2. Impact of Demand Side and Renewable Energy Initiatives 
 

The Act sets out annual targets for the implementation of cost-effective demand 
side and energy efficiency measures and for the procurement of renewable energy resources.  
ComEd believes those targets are achievable and plans to meet them in planning year 2008.  
Meeting the demand response target will result in the potential to reduce peak demand in 2008 
by an additional 11.7 MW.  Meeting the energy efficiency target will reduce energy needs for the 
Included Retail Customers by 19.5 GWh in 2008.  Since ComEd plans to purchase RECs to meet 
its renewable energy resources target for 2008, there will be no supply impact in 2008. 

a. Impact of demand response programs, current and projected 
 

(i) Background 
 

ComEd has been and is a strong supporter of the use of demand response to 
actively manage peak demands. Use of demand response resources grew in the mid to late 1990s, 
and ComEd has maintained a large portfolio of demand response resources, with participation 
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from residential, commercial, and industrial customers.  ComEd is a nationally recognized leader 
in the development and management of demand response resources, and will increase 
participation in appropriate programs to meet the requirements of the Act.  

The current portfolio of ComEd programs include the following: 

 Direct Load Control (“DLC”): “Nature First” residential AC cycling program is a 
DLC program with nearly 57,000 customers with a load reduction potential of 89 
MW (ComEd Rider AC7).  

 Voluntary Load Reduction (“VLR”) Program: VLR is an energy based demand 
response program, providing compensation based on the value of energy as 
determined by the real-time hourly market run by PJM. This program also provides 
for transmission and distribution (“T&D”) compensation, based on the local 
conditions of the T&D network. This portion of the portfolio has roughly 735 MW of 
potential load reduction (ComEd Rider VLR7).   

 Capacity Market Program: Under this program, customers reduce load to a pre-
determined level with compensation based on capacity market values from PJM’s 
capacity markets. This program has roughly 263 MW of load reduction potential 
(ComEd Rider CLR7).   

 Time-base pricing: All ComEd’s customers have an option to elect an hourly, 
market-based rate. The RRTP Program has operated in the past as ComEd Rate 
RHEP. This program had roughly 600 kW of demand response potential.  ComEd is 
currently in the process of expanding its use of time-based pricing to residential 
customers under ComEd Rate BES-H and Rider RRTP.  

(ii) Legislative Requirement 
 

New section 12-103(c) of the PUA establishes a goal to implement demand 
response measures, providing that:  

(c) Electric utilities shall implement cost-effective demand 
response measures to reduce peak demand by 0.1% over the prior 
year for eligible retail customers, as defined in Section 16-111.5 of 
this Act. This requirement commences June 1, 2008 and continues 
for 10 years. 

Table II-9 shows the estimated annual MWs of demand response measures that 
will need to be implemented over the Five-year planning period to meet the goals set forth in the 
Act: 
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Table II-910 
Estimated Annual Level of Demand Response Measures 

 

Year Peak Load at Meter 
(MW) 

Annual Goal 
(MW) 

2008 11,702 11.7 
2009 11,218 11.1 
2010 9,973 10.0 
2011 9,476 9.5 
2012 9,645 9.6 

 
(iii) Implementation of Demand Response Measures 
 

ComEd will provide a detailed description of the demand response measures it 
intends to implement to meet the legislative goals in the energy efficiency and demand response 
plan that it must file by November 15, 2007 (see Section 12-103(f) of the PUA).   

(iv) Impact of Demand Response Programs 
 

Demand response programs do not impact ComEd’s load forecasts.  Load 
forecasts are made on a weather normalized, unrestricted basis.  That is, the forecasts do not try 
to predict what the weather will be for a particular year; instead the forecasts assume that the 
weather will be “normal.”  Since demand response measures are designed to help relieve 
abnormal conditions on the system, they are not typically called during normal weather 
conditions and are thus not factored into the load forecasts.  In fact, when developing forecasts, 
any impact on energy usage from actually implementing a demand response measure in a prior 
year is added back into that prior year’s usage data and then weather normalized before being 
used to assist in the forecasting process.  This assures that the forecast represents a complete 
picture of the demands on the system when developing a forecast. 

Since demand response programs do not impact load forecasts they will not have 
an impact on the decision as to the type or amounts of standard wholesale products to procure.  
This decision is derived from the forecasts.   

However, demand response programs will impact the overall procurement plan in 
one way.  When a demand response measure is called it reduces energy usage at the system peak.  
This will result in less energy that ComEd will need to procure from the spot market at a time 
when energy prices are typically at their highest.11   

 

                                                 
10 Table II-9 includes only the demand of eligible retail customers, as required by the Act. 
11 Demand response measures do not impact the amount of capacity that ComEd must procure or that PJM 

will charge ComEd for under RPM.  PJM does provide credits to ComEd for these measures, but these credits are 
used to compensate the demand response provider.  These credits will impact costs under the EE/DR rider that will 
be included and discussed in the EE/DR plan that will be filed in mid November. 
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b. Approach To Meeting Renewable Energy Resources Standards  
 

This section of the Procurement Plan is designed to discuss how ComEd intends 
to satisfy the Act’s requirement that cost-effective renewable energy resources be included in 
ComEd’s Procurement Plan.  ComEd has the responsibility to develop a renewable energy 
resource procurement plan as part of its supply plan for the June 1, 2008 through May 31, 2009 
delivery period.  The IPA will be responsible for developing and implementing the supply plan 
and competitive procurement process for standard wholesale products and renewable energy 
resources for subsequent delivery periods. 

The goal of the renewable energy resource procurement plan is to procure cost-
effective renewable energy resources, up to the minimum percentage, while satisfying the 
resource type, location and rate impact criteria specified in the Act.  A minimum percentage of 
ComEd’s total supply to serve the load of its eligible retail customers will be procured from cost-
effective renewable energy resources according to the following five-year schedule:   

 
Delivery Period Minimum Percentage 

2008 – 2009 2% of June 1, 2006 through May 31, 2007 eligible retail customer load 
2009 – 2010 4% of June 1, 2007 through May 31, 2008 eligible retail customer load 
2010 – 2011 5% of June 1, 2008 through May 31, 2009 eligible retail customer load 
2011 – 2012 6% of June 1, 2009 through May 31, 2010 eligible retail customer load 
2012 – 2013 7% of June 1, 2010 through May 31, 2011 eligible retail customer load 
 

For the 2008 – 2009 delivery period, purchase agreements will be entered into for 
procuring 796,040 MWh of renewable energy credits, subject to the resource type, location and 
rate impact criteria in the Act.   This amount corresponds to 2% of the load of 39,802 GWh for 
eligible retail customers for the June 1, 2006 through May 31, 2007 planning year.  For each 
delivery period the procurement quantity is based on eligible retail customer load for the 
planning year ending immediately prior to the procurement.  

In addition to procurement quantity, the Act has resource type, location and rate 
impact criteria for procuring renewable energy resources. To the extent available, cost effective 
wind energy resources from projects located first in Illinois, then in adjacent states and then in 
other states must make up a minimum of 75% of the total quantity of renewable energy resources 
purchased. The remainder of the procurement may be satisfied with the lowest cost remaining 
wind and eligible non-wind resources, first from projects located in Illinois, then from adjacent 
states and then from other states until the total quantity of wind and non-wind resources procured 
meets the minimum percentage required for each year, subject to the rate impact criteria.   

The total cost of procuring renewable energy resources is limited by the following 
rate impact threshold:  

(A) For the June 1, 2008 through May 31, 2009 delivery period, no more than 0.5% of 
the amount paid per kWh for electric service by eligible retail customers during 
the June 1, 2006 through May 31, 2007 planning year.  
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(B)  For the June 1, 2009 through May 31, 2010 delivery period, the greater of an 
additional 0.5% of the amount paid per kWh during the June 1, 2007 through May 
31, 2008 planning year or 1% of the amount paid during the June 1, 2006 through 
May 31, 2007 planning year.  

(C) For the June 1, 2010 through May 31, 2011 delivery period, the greater of an 
additional 0.5% of the amount paid per kWh during the June 1, 2008 through May 
31, 2009 planning year or 1.5% of the amount paid during the June 1, 2006 
through May 31, 2007 planning year. 

(D) For the June 1, 2011 through May 31, 2012 delivery period, the greater of an 
additional 0.5% of the amount paid per kWh during the June 1, 2009 through May 
31, 2010 planning year or 2% of the amount paid per kWh during the June 1, 
2006 through May 31, 2007 planning year. 

(E) For the June 1, 2012 through May 31, 2013 delivery period and beyond, the 
greater of 2.015% of the amount paid per kWh during the June 1, 2006 through 
May 31, 2007 planning year or the incremental amount paid per kWh in the June 
1, 2011 through May 31, 2012 planning year. 

The amount paid by eligible retail customers for electric service during the June 1, 
2006 through May 31, 2007 planning year is $3,737 million. The total cost of renewable energy 
resources for the June 1, 2008 through May 31, 2009 delivery period is limited to 0.5 percent of 
this amount, which equals $18,685,000 (“Renewable Energy Resource Budget”).  The 
Renewable Energy Resource Budget will cover the cost of the RECs procured and all other costs 
incurred in the procurement of the RECs and in the development, implementation and 
administration of the renewable energy resource portion of the Procurement Plan.12 

The renewable energy resource procurement requirements of the Act may be 
satisfied by procuring Renewable Energy Credits (RECs) from eligible renewable energy 
resources.  Eligible renewable energy resources are defined in the Act.  ComEd intends to 
procure RECs and not energy from eligible renewable energy resources for several reasons.  
First, ComEd intends to procure all the energy it requires to meet the needs of its Included Retail 
Customers through the procurement of standard wholesale energy products in a sealed bid RFP 
process, and through purchases in the PJM administered markets.  ComEd will not require any 
additional renewable energy to meet those needs.  Second, RECs have become the standard 
product used to meet RPS requirements in other states.  Buying RECs is consistent with how the 
renewable energy market has developed.  Large (nominally 10 MW and greater) wind and non-
wind generators can sell their energy directly into the RTO market and sell the associated RECs 
separately.  Alternatively, they can sell the energy and RECs to a marketing intermediary who 
typically separates the RECs from the energy and sells each separately.  Third, due to project 
                                                 

12 Not all of these costs will be fully known at the time when ComEd must procure the RECs.  In addition, 
certain of these costs (which is still to be determined) will be charged directly to the suppliers.  Therefore, estimates 
of the costs that are not passed on directly to suppliers will be netted out of the budget limit in determining the 
amount of RECs to be procured.  This determination will be final and ComEd will not procure additional RECs or 
sell excess RECs should these costs end up being higher or lower than estimated. 
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development time constraints, the first-year renewable energy resource procurement will most 
likely be supplied from existing renewable energy generators who already have a channel to 
market for their output.  Finally, buying one-year RECs gives the Illinois Power Agency 
maximum flexibility to design an approach for procurement of renewable energy resources.  

ComEd intends to solicit REC supplies for one-year. Evaluating multi-year bids 
requires a forward price curve for RECs that would be difficult to develop, given the lack of 
transparency in the REC market. Long-term REC purchase agreements involve speculating on 
future REC prices. A one-year REC supply agreement avoids speculation and provides the IPA 
with maximum flexibility in designing and implementing future REC supply plans. ComEd will 
take delivery of RECs beginning June 1, 2008 for the twelve months of the June 1, 2008 through 
May 31, 2009 delivery period. PJM Environmental Information System (“EIS”)’s Generation 
Attribute Tracking System (“GATS”) and the Midwest Renewable Energy Tracking System 
(“M-RETS”) will be utilized to independently verify the location of generation, resource type 
and month and year of generation. GATS tracks generation attributes and the ownership of the 
attributes as they are traded or used to meet renewable portfolio standards (“RPS”) and other 
programs, typically for generators whose energy is settled in the PJM market or whose facility is 
located in the PJM footprint. M-RETS tracks renewable energy generation and assists in 
verifying compliance with individual state/provincial RPS requirements or voluntary programs, 
typically for generators located in the MISO footprint and other RTOs outside of PJM.  

ComEd’s procurement administrator, NERA, will develop and implement a REC 
procurement process that satisfies the renewable energy resource location, resource type, 
quantity and rate impact criteria of the Act and ComEd’s procurement plan.  NERA’s 
qualifications to develop and implement ComEd’s REC procurement process are discussed in 
detail in Section IV of this Plan.   NERA will develop and administer the RFP process to procure 
the required RECs.  The RFP resource selection process will involve a pre-screening of bidders 
using criteria not related to price.  Bids from bidders satisfying the non-price criteria will be 
selected from lowest to highest price until the minimum percentage target is reached, subject to 
the resource type, location and rate impact criteria in the Act (see resource selection flowchart 
attached as Appendix F).   

Since ComEd will only be procuring RECs, there will be no impact on the amount 
of supply that ComEd will need to procure through its purchase of standard wholesale products 
to meet the load requirements of the Included Retail Customers. 

c. Impact of Energy Efficiency Programs 
 

The Act requires ComEd to implement cost-effective energy efficiency measures 
beginning June 1st, 2008.    The Act provides annual kWh targets based on a projection of the 
upcoming years’ energy usage for all delivery service customers.  Additionally, there is a 
spending cap that limits the amount of expenditure on energy efficiency measures in any year.  
For purposes of the Act, the energy efficiency year is defined as June through May. 
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(i) kWh Targets 

The kWh target for energy efficiency is based on a projection of the amount of 
energy to be delivered by ComEd to all of its delivery service customers in the upcoming 
planning year.  This percentage increases annually through the year 2015, subject to specified 
rate impact criteria.  The table below shows the target percentages. 

 
Table II-10 

Target Percentages to Meet Energy Efficiency Goals 
 

Year 
Annual Percent 

Reduction in Energy 
Delivered 

2008 0.2% 
2009 0.4% 
2010 0.6% 
2011 0.8% 
2012 1.0% 
2013 1.4% 
2014 1.8% 
2015 2.0% 

 
(ii) Projected Overall Goals 

The annual energy efficiency goals were determined based on the kWh targets 
and the rate impact criteria, as discussed above.  As will be discussed in greater detail in the 
energy efficiency/demand response plan filing, the rate impact criteria are not expected to impact 
the energy efficiency targets through the 2010 planning year.  The energy efficiency/demand 
response plan will address only the 2008-2010 planning years, as required by the Act.  
Thereafter, for purposes of this Plan, it is assumed that the rate impact criteria will not affect the 
achievement of the targets.  Also, for purposes of this Plan only,13 the allocation of the kWh 
targets to the various customer classes (as shown in Table II-11) was based on the percentage of 
delivered energy for the 12 month period ending May 31, 2007.  

 
 

                                                 
13 The Act does not prescribe how the kWh targets are to be apportioned among the customer classes, and it 

is not anticipated that the energy efficiency plan will set goals on a customer class basis. 
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Table II-11 
End of Year Energy Efficiency Goals by Customer Type 

 

Planning 
Year 

Total EE Goal 
(GWh) 

 
Residential 
Allocation 

(GWh) 

 
Watt-hour 
Allocation 

(GWh) 

 
0-100 kW 
Allocation 

(GWh) 

Other 
(GWh) 

2008 189 60 1 23 105 
2009 383 121 2 47 213 
2010 582 184 3 71 324 
2011 783 248 4 96 435 
2012 982 311 5 120 546 

 
The above numbers represent the incremental goal to be achieved by the end of 

each planning year for all delivery services customers.  Since the various energy efficiency 
measures will be implemented and phased in over the course of each planning year and since 
Included Retail Customers are only a subset of delivery services customers, the actual amount of 
GWh for Included Retail Customers that is impacted in each planning year will be somewhat less 
(as shown in Table II-12, below).  

(iii) Impact on Forecasts 

Energy efficiency measures directly impact the amount of energy used by 
customers throughout the year.  As such, they will directly impact the forecasts of future load.  
The following chart depicts the cumulative impacts of these measures on the load forecast for 
Included Retail Customers for the relevant planning period: 

Table II-12 
Cumulative Impacts of EE on Load Forecast by Customer Type 

 
Planning Year  Residential 

Allocation (GWh) 
Watt-Hour 

Allocation (GWh) 
0-100 kW Allocation 

(GWh) 
2008 14.8 0.3 4.4 
2009 82.2 1.6 22.7 
2010 193.4 3.9 50.1 
2011 351.1 7.1 86.3 
2012 563.8 11.4 138.6 

 

3. Five-Year Monthly Load Forecast  
 
Based on all of the factors discussed in this section, ComEd has developed the 

following forecast of projected energy sales to Included Retail Customers for the period from 
June 1, 2008 through May 31, 2009: 
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Table II-13 

ComEd Procurement Period Load Forecast (Expected Load) 
Projected Energy Sales and Average Demand For Included Retail Customers 

(Weather Normal, Line Loss and DSM Adjusted) 
Total Load (MWh) Total Load (MW) 

Year Month 
On-Peak Off-Peak On-Peak Off-Peak 

2008 6 2,086,010 1,893,809 6,208 4,932 
2008 7 2,645,845 2,325,825 7,517 5,933 
2008 8 2,355,556 2,270,705 7,011 5,565 
2008 9 1,894,549 1,702,449 5,639 4,433 
2008 10 1,805,091 1,470,586 4,905 3,911 
2008 11 1,611,461 1,835,777 5,301 4,413 
2008 12 2,130,165 2,020,863 6,052 5,155 
2009 1 2,026,240 2,121,807 6,030 5,201 
2009 2 1,798,072 1,697,517 5,619 4,822 
2009 3 1,756,514 1,622,704 4,990 4,140 
2009 4 1,542,725 1,327,779 4,383 3,608 
2009 5 1,471,859 1,602,071 4,600 3,778 

Totals 23,124,088 21,891,892  

 
The forecast set forth above shows ComEd’s expected load for the one-year 

period covered by this plan.  The Act also requires ComEd to provide low-load and high-load 
scenarios.  That information is set forth in Tables II-14 and II-15. 

Table II-14 
ComEd Procurement Period Load Forecast (Low Load) 

Projected Energy Sales and Average Demand For Included Retail Customers 
(Weather Normal, Line Loss and DSM Adjusted) 

Total Load (MWh) Total Load (MW) 
Year Month 

On-Peak Off-Peak On-Peak Off-Peak 
2008 6 1,826,532 1,685,860 5,436 4,390 
2008 7 2,324,534 2,071,784 6,604 5,285 
2008 8 2,059,090 2,016,634 6,128 4,943 
2008 9 1,623,711 1,487,622 4,832 3,874 
2008 10 1,527,978 1,273,177 4,152 3,386 
2008 11 1,359,618 1,580,706 4,472 3,800 
2008 12 1,807,540 1,741,441 5,135 4,442 
2009 1 1,680,629 1,791,003 5,002 4,390 
2009 2 1,467,030 1,412,103 4,584 4,012 
2009 3 1,421,528 1,342,270 4,038 3,424 
2009 4 1,236,073 1,090,978 3,512 2,965 
2009 5 1,181,778 1,319,884 3,693 3,113 

Totals 19,516,041 18,813,464  
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Table II-15 

ComEd Procurement Period Load Forecast (High Load) 
Projected Energy Sales and Average Demand For Included Retail Customers 

(Weather Normal, Line Loss and DSM Adjusted) 
Total Load (MWh) Total Load (MW) 

Year Month 
On-Peak Off-Peak On-Peak Off-Peak 

2008 6 2,307,431 2,065,567 6,867 5,379 
2008 7 2,918,034 2,534,435 8,290 6,465 
2008 8 2,624,763 2,497,579 7,812 6,122 
2008 9 2,138,188 1,892,856 6,364 4,929 
2008 10 2,048,342 1,641,850 5,566 4,367 
2008 11 1,819,156 2,041,717 5,984 4,908 
2008 12 2,384,149 2,234,915 6,773 5,701 
2009 1 2,309,606 2,386,284 6,874 5,849 
2009 2 2,079,634 1,931,822 6,499 5,488 
2009 3 2,061,311 1,867,898 5,856 4,765 
2009 4 1,840,807 1,549,899 5,230 4,212 
2009 5 1,771,183 1,883,579 5,535 4,442 

Totals 26,302,603 24,528,401  

 
The low-load and the high-load scenarios are based upon a change to two of the 

main variables impacting load: switching and load growth.  The low-load scenario assumes that 
switching picks up and occurs at twice the rate as in the expected forecast shown in Table II-13, 
and that load growth occurs at a rate 1% less than is expected and as shown on the load growth 
forecast in Table II-13.  The high-load scenario assumes that switching remains generally where 
it is today, and that load growth occurs at a rate 1% more than is expected.  

While the planning period for this Procurement Plan is only one year, the steady 
state planning period for procurement plans set out in the Act is five years.  For this reason, 
ComEd is also providing load forecasts spanning a five-year planning period for expected, low 
and high load scenarios (see Appendix D).  

 
III. PORTFOLIO DESIGN 
 

A. Purpose and Summary 
 

This section of the Plan describes the supply products to be procured to meet the 
customer load requirements.  Specifically, this section describes the standard wholesale products 
to be procured through the sealed-bid RFP process, the approach to procure capacity and 
ancillary services, and the procedures for balancing the supply to the load.  Furthermore, in this 
section, we present a sensitivity analysis of the procurement portfolio costs, including an 
assessment of the impacts due to volumetric and price uncertainty.  Finally, in this section we 
explain that the Plan is designed to meet the goals outlined in the Act.  
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B. Plan for Meeting Load Requirements 
 

1. Customers Supplied Under the Plan 
 

This Plan explains how the power and energy will be procured for delivery from 
June 1, 2008, through May 31, 2009, for ComEd’s eligible retail customers, as these customers 
are defined by the Act,14 as well as for ComEd’s customers whose service has been declared 
competitive but who retain the right to remain on fixed-price bundled tariff service during the 
June 2008 – May 2009 delivery period.  Specifically, this includes customers from the following 
supply groups as defined in ComEd’s currently effective General Terms and Conditions:: 

• Residential Customer Supply Group 

• Watt-Hour Customer Supply Group 

• Small Load Customer Supply Group 

• Medium Load Customer Supply Group – while this group will be declared 
competitive, some customers retain the right to take fixed-price bundled tariff service 
through May 201015 

• Lighting Customer Supply Group (including street lighting, dusk-to-dawn lighting, 
and general lighting) 

Effectively, this includes residential customers, commercial and industrial customers that have a 
peak demand less than 100 kW, and a subset of commercial and industrial customers that have a 
peak demand between 100 and 400 kW. 
 

2. Monthly Supply Requirements 
 

a. Pre-existing Contracts 
 

The load forecast presented in Table I-13 in section IIB(3) is a forecast of the 
expected full energy requirements of the Included Retail Customers.  However, ComEd will not 
need to procure that amount of energy in order to serve that load.  This is due to certain pre-
existing contracts for supply that ComEd has previously executed.   

Pursuant to the Order of the ICC in Docket No. 05-0159, entered into a number of 
SFCs with the winners in the 2006 Illinois Auction to supply power, energy and ancillary 
services to serve the full electrical requirements of the residential and smaller than 400kW C&I 
                                                 

14 220 ILCS 5/16-111.5(a) states that “‘Eligible retail customers’ for the purposes of this Section means 
those retail customers that purchase power and energy from the electric utility under fixed-price bundled service 
tariffs, other than those retail customers whose service is declared or deemed competitive under Section 16-113 and 
those other customer groups specified in this Section, including self-generating customers, customers electing hourly 
pricing, or those customers who are otherwise ineligible for fixed-price bundled tariff service.”  

15 220 ILCS 5/16-113(b) 
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customers.  SFCs to serve approximately one-third of this load expire on May 31, 2008.  The 
remaining SFCs, which will supply energy to serve approximately two-thirds of the load of these 
customers, will remain in effect, with SFCs serving one third of the load expiring on May 31, 
2009 and the SFCs for the remaining one third expiring on May 31, 2010. 

In addition, pursuant to section 16-111.5(k) of the PUA, ComEd entered into a 
Five-year swap contract with ExGen (see Appendix A) that became effective on the effective 
date of the Act.  This agreement will provide price certainty for 1,000 MW of Around-The-Clock 
(“ATC”) energy that ComEd will procure through the PJM spot markets for the period June 1, 
2008 through May 31, 2009. 

b. Residual Supply Requirements 
 

Based on the load forecast described in Table II-13 in Section IIB(3), Table III-1 
provides ComEd’s projected average demand for the period from June 1, 2008 through May 31, 
2009, net of pre-existing SFCs and the ExGen financial swap agreement: 

Table III-1 
ComEd Procurement RFP Load Forecast (Expected Load) 
Projected Average Demand For Included Retail Customers 
Net of Illinois Auction Contract and ExGen Financial Swap 

(Weather Normal, Line Loss and DSM Adjusted) 

Total Load 
(MWs) 

minus 
Illinois Auction Contracts 

(MWs) 

minus 
ExGen Financial Swap 

(MWs) 

equals 
Residual Supply 

Requirement 
(MWs) 

Year Month 

On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak 
2008 6 6,208 4,932 4,154 3,300 1,000 1,000 1,055 632 

2008 7 7,517 5,933 5,029 3,970 1,000 1,000 1,488 964 

2008 8 7,011 5,565 4,691 3,724 1,000 1,000 1,320 842 

2008 9 5,639 4,433 3,773 2,966 1,000 1,000 866 467 

2008 10 4,905 3,911 3,282 2,617 1,000 1,000 623 294 

2008 11 5,301 4,413 3,547 2,953 1,000 1,000 754 460 

2008 12 6,052 5,155 4,049 3,449 1,000 1,000 1,003 706 

2009 1 6,030 5,201 4,035 3,479 1,000 1,000 996 721 

2009 2 5,619 4,822 3,759 3,227 1,000 1,000 860 596 

2009 3 4,990 4,140 3,339 2,770 1,000 1,000 651 370 

2009 4 4,383 3,608 2,932 2,414 1,000 1,000 450 194 

2009 5 4,600 3,778 3,077 2,528 1,000 1,000 522 250 

Average 882 541 

 
 
Tables III-2 and III-3 show projected average demand based upon the low-load and high-load 
scenarios provided in Tables II-14 and II-15, respectively, in Section IIB(3), above: 
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Table III-2 
ComEd Procurement RFP Load Forecast (Low Load) 

Projected Average Demand For Included Retail Customers 
Net of Illinois Auction Contract and ExGen Financial Swap 

(Weather Normal, Line Loss and DSM Adjusted) 

Total Load 
(MWs) 

minus 
Illinois Auction Contracts 

(MWs) 

minus 
ExGen Financial Swap 

(MWs) 

equals 
Residual Supply 

Requirement 
(MWs) 

Year Month 

On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak 
2008 6 5,436 4,390 3,637 2,937 1,000 1,000 799 453 

2008 7 6,604 5,285 4,418 3,536 1,000 1,000 1,185 749 

2008 8 6,128 4,943 4,100 3,307 1,000 1,000 1,028 636 

2008 9 4,832 3,874 3,233 2,592 1,000 1,000 599 282 

2008 10 4,152 3,386 2,778 2,266 1,000 1,000 374 121 

2008 11 4,472 3,800 2,992 2,542 1,000 1,000 480 257 

2008 12 5,135 4,442 3,436 2,972 1,000 1,000 699 470 

2009 1 5,002 4,390 3,347 2,937 1,000 1,000 655 453 

2009 2 4,584 4,012 3,067 2,684 1,000 1,000 517 328 

2009 3 4,038 3,424 2,702 2,291 1,000 1,000 336 133 

2009 4 3,512 2,965 2,349 1,984 1,000 1,000 162 (19) 

2009 5 3,693 3,113 2,471 2,083 1,000 1,000 222 30 

Average 588 324 

 
Table III-3 

ComEd Procurement RFP Load Forecast (High Load) 
Projected Average Demand For Included Retail Customers 
Net of Illinois Auction Contract and ExGen Financial Swap 

(Weather Normal, Line Loss and DSM Adjusted) 

Total Load 
(MWs) 

minus 
Illinois Auction Contracts 

(MWs) 

minus 
ExGen Financial Swap 

(MWs) 

equals  
Residual Supply 

Requirement 
(MWs) 

Year Month 

On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak On-Peak Off-Peak 
2008 6 6,867 5,379 4,595 3,599 1,000 1,000 1,273 780 

2008 7 8,290 6,465 5,546 4,326 1,000 1,000 1,743 1,140 

2008 8 7,812 6,122 5,227 4,096 1,000 1,000 1,585 1,026 

2008 9 6,364 4,929 4,258 3,298 1,000 1,000 1,106 631 

2008 10 5,566 4,367 3,724 2,922 1,000 1,000 842 445 

2008 11 5,984 4,908 4,004 3,284 1,000 1,000 980 624 

2008 12 6,773 5,701 4,532 3,815 1,000 1,000 1,241 887 

2009 1 6,874 5,849 4,599 3,913 1,000 1,000 1,275 936 

2009 2 6,499 5,488 4,348 3,672 1,000 1,000 1,151 816 

2009 3 5,856 4,765 3,918 3,188 1,000 1,000 938 577 

2009 4 5,230 4,212 3,499 2,818 1,000 1,000 731 394 

2009 5 5,535 4,442 3,703 2,972 1,000 1,000 832 470 

Average 1,141 727 
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As was done with the load forecasts, we also provide additional tables depicting 
projected average demand for the expected, low and high load scenarios for the Five-year 
planning period (see Appendix E).  

3. Wholesale Products to Be Procured 
 

In order to meet the requirements of the Included Retail Customers, certain 
wholesale supply products must be procured.  These include energy, capacity, and ancillary 
services.  The determination of the appropriate portfolio (i.e., form, term-lengths, and mix) of 
these products is guided by the specific goals for this Procurement Plan as defined in the Act: 

The Commission shall 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. (220 ILCS 5/16-111.5(j)(ii)) 

These goals helped guide the decisions associated with the recommended portfolio design. 
 

a. Capacity and Ancillary Services 
 

ComEd will procure the capacity and ancillary services required by the Included 
Retail Customers from several sources.  First, the existing SFCs supply approximately two-thirds 
of these customers’ capacity and ancillary services’ requirements.  Second, ComEd will procure 
the remaining capacity and ancillary services required by these customers directly from PJM-
administered markets.  Under the Reliability Pricing Model (“RPM”) program approved by the 
FERC and administered by PJM, ComEd is able to purchase capacity directly from PJM-
administered markets.  The RPM capacity prices for the June 2008 - May 2009 period have 
already been determined through a competitive bid process, so direct procurement from PJM 
results in a reasonable approach to procuring capacity for these customers.  Furthermore, the 
PJM-administered markets for ancillary services are the most visible and easily accessible 
markets for these services so direct procurement from these markets is a reasonable approach for 
providing these services to customers.   

b. Energy 
 

ComEd will provide the energy required by the Included Retail Customers from 
four sources.  First, the SFCs cover approximately two-thirds of these customers’ energy 
requirements.  Second, the swap contract with ExGen provides a financial hedge on 1,000 MW 
of ATC energy during the June 2008 – May 2009 period.  Third, ComEd will solicit standard 
wholesale products through a sealed-bid RFP per this Plan.  Finally, balancing energy will be 
procured from the PJM-administered day-ahead and real-time energy markets. 

In determining the granularity of the standard wholesale products to be procured 
through the RFP, we recognized that if the products are defined in a way such that the megawatt 
amount contracted in each given hour is equal to the actual customer load in that hour, then the 
wholesale products will effectively provide price stability for customers because the fluctuations 
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in the cost to supply the load will effectively be hedged.  Yet, standard products traded in the 
wholesale market do not involve delivery quantities that vary within the twenty-four (24) 
monthly on-peak/off-peak periods throughout the year,16 so the quantities of energy procured in 
the form of standard wholesale products cannot approximate customer load shapes on a more 
granular basis than a monthly on-peak/off-peak basis. 

Given these facts, ComEd proposes to issue an RFP for twenty-four monthly on-
peak and off-peak standard wholesale block energy products for delivery during the June 2008 – 
May 2009 period.  The MW quantities of the standard wholesale energy products to be procured 
are determined by subtracting the forecasted average MW quantity to be covered by the SFCs, 
and the 1,000 MW ExGen swap quantity, from the average forecasted load in each monthly on-
peak/off-period.  By procuring a portfolio of the most granular standard wholesale products 
available in quantities reflective of forecasted loads, ComEd will minimize the forecasted net 
amount of energy transacted in the volatile spot market. 

Furthermore, bidders will be provided an opportunity to bundle their bids for 
various products.  By providing some flexibility for bundled bids, bidders will be better able to 
bid on the products for which they can offer the most competitive prices.  The procurement 
administrator will accept the bids that together represent the lowest cost portfolio of products that 
provide the desired monthly on-peak and off-peak quantities being solicited through the RFP.  

Based on the current load forecast, the quantities of standard wholesale energy 
products to be procured through the sealed-bid RFP are as follows (rounded to the nearest 10 
MW): 

                                                 
16 Both the New York Mercantile Exchange (“NYMEX”) and the Intercontinental Exchange, Inc. (“ICE”), 

the two most visible platforms on which to trade electricity products, report prices for products with delivery periods 
that are no more granular than by monthly on-peak/off-peak period. 
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Table III-4 
 

Standard Wholesale Energy Product Quantities (MW) 
Month Year On-Peak Off-Peak 

June 2008 1,060 630 
July 2008 1,490 960 

August 2008 1,320 840 
September 2008 870 470 

October 2008 620 290 
November 2008 750 460 
December 2008 1,000 710 

January 2009 1000 720 
February 2009 860 600 

March 2009 650 370 
April 2009 450 190 
May 2009 520 250 

 
c. Form of Standard Wholesale Energy Products 

 
As described below, ComEd will issue an RFP for on-peak and off-peak monthly 

and bundled monthly products for delivery during the June 2008 – May 2009 period.  The Act 
provides that it is the duty of the procurement administrator to develop the standard contract 
form that will be used for the standard wholesale products to be procured through the RFP.17  In 
doing so, the procurement administrator is to consult with the utilities, the Commission, and 
other interested parties and is subject to Commission oversight.  Therefore, every aspect of the 
contract form is not discussed in this Plan.  However, in this section we discuss our 
recommendation to settle the contracts physically rather than financially. 

The standard wholesale products to be procured through the RFP could be settled 
physically or financially.  In both cases, ComEd would contract to purchase or hedge specific 
quantities of energy at fixed prices.   

In the case of financial settlement, ComEd would procure energy in the day-ahead 
or real-time markets and debit or credit a dollar amount to the seller based on the difference 
between the agreed-upon fixed contract price and an index price, whereby the index price would 
be specified in the contract to be either the day-ahead or real-time energy price.  Financial 
contracts are generally referred to as “contracts for differences” (CFD).  The swap contract with 
ExGen is an example of a financially settled contract. 

                                                 
17 220 ILCS 5/16 – 111.5(c)(1)(v); 220 ILCS 5/16-111.5(e)(2) 
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In the case of physical settlement, the contracting parties would transact through 
PJM.  In this case, both parties must be PJM members in good standing.  ComEd and the seller 
would execute an agreement, under which the seller transfers energy to ComEd via a PJM 
eSchedule.  ComEd would then directly pay the seller the agreed-upon fixed contract price for 
the specified amount of energy.  

It is important to realize that the choice between settling physically and 
financially does not affect service reliability.  Whether the products settle physically or 
financially, PJM will still dispatch the system in such a way to ensure that customers’ 
requirements are met.  The decision to settle physically or financially affects the logistics 
regarding cash flows, the administrative tasks that are required of the various parties involved, 
the non-performance risks and the standard of legal review. 

We recommend that the contracts to be procured through the RFP be settled 
physically for a variety of reasons.  These reasons include: 

• Physical contracts are lower risk.  The exposure of a supplier under a CFD is limited only 
by the PJM energy price cap of $ 999 per MWh.  While it would be very rare for prices 
for a sustained period to be at or near the energy price cap, a primary value of a hedge is 
to protect against such occurrences.  It is not inconceivable that a supplier may in fact be 
unable to pay the difference between spot and contract prices if there is a sustained price 
spike.  If the contract is physical, the supplier will be liable to PJM, and until the 
supplier’s PJM market privileges are revoked, ComEd will receive the energy at the 
contract price.  Default costs would be spread over PJM.  If the contract were financial, 
ComEd would owe PJM the high spot prices and would bear the cost of the supplier 
being unable to pay the difference.  While increased collateral may reduce this risk, it is 
not clear that there are adequate credit provisions to equalize this risk, therefore the 
physical contract is lower risk for customers. 

• Physical contracts reduce ComEd credit requirements and overall credit costs.  Under a 
financial contract, ComEd would be considered by PJM to be buying all load in the spot 
market and would have to provide credit for all volumes.  Under a physical contract, the 
supplier is responsible.  While the credit cost is not eliminated it may be reduced as 
suppliers may have lower financing costs.  Further as the PJM credit requirement is net, a 
supplier with an offsetting long position would have a lower PJM credit requirement.   

• Physical contracts provide screening criteria.  To perform a physical contract a supplier 
must be qualified to do business in PJM, which requires not only credit, but FERC 
authorizations.  These criteria are not so onerous to limit participation by those involved 
in the market, but do help ensure that suppliers will be qualified to perform.  Under a 
financial contract procured through an RFP, there may be no external regulatory criteria.  
While this does open the field to participation, it could invite participation from 
unqualified entities and require more extensive RFP minimum requirements that could 
end up reducing participation.  Given that many parties could and would compete for the 
physical product, it is not necessary to take this risk. 
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• Physical products are FERC jurisdictional.  This may seem inconvenient as FERC will 
have the authority to review the contracts, but it provides certain protections.  Among 
these are that any affiliate purchases would have to meet the Edgar/Allegheny standards, 
FERC would maintain the authority to modify the contracts under the public interest 
standard and in the event of a supplier bankruptcy, FERC may be able to supersede the 
bankruptcy court.  A financial contract lacks these protections.  For these reasons, 
ComEd prefers buying power for its customers under a contract that is subject to FERC 
jurisdiction.     

4. Product Term Structures  
 

The Act limits the term of the standard wholesale products to be solicited 
pursuant to this Procurement Plan to one year.  Therefore, contract term lengths that extend 
outside of the June 2008 – May 2009 period have not been considered (other than as described in 
regard to renewable energy resources). 

As discussed above, the shortest term for any individual product will be a monthly 
on-peak or off-peak period.  However, the Procurement Administrator will provide the 
opportunity for bidders to bundle their bids for various products.  

5. Risk Assessment 
 

a. Introduction 
 

The 2007 Illinois Power Agency Act requires that this Procurement Plan include: 

 “…an assessment of the price risk, load uncertainty, and other 
factors that are associated with the proposed procurement plan; this 
assessment, to the extent possible, shall include an analysis of the 
following factors: contract terms, time frames for securing 
products or services, fuel costs, weather patterns, transmission 
costs, market conditions, and the governmental regulatory 
environment; the proposed procurement plan shall also identify 
alternatives for those portfolio measures that are identified as 
having significant price risk.”18 

This section of the Procurement Plan presents our assessment of these risks. 
 

b. Risk Assessment Methodology 
 

One method to assess the potential impact of various risk factors would be to 
change the assumption pertaining to a given uncertainty, or “variable,” related to a given risk 
factor without changing the assumptions for the other variables, and then observe the resulting 
effect of each variable on procurement portfolio costs.  For instance, by adjusting the assumption 
                                                 

18 220 ILCS 5/16-111.5(b)(3) 
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with respect to spot prices in order to represent a high-price scenario, it would be possible to 
isolate the effect of high spot prices on portfolio costs.  Similarly, by adjusting the assumption 
with respect to loads to represent a low-load scenario, it would be possible to isolate the effect of 
low loads on portfolio costs. 

However, this approach could result in a misleading assessment of overall risk.  
For example, assume a scenario in which spot prices are low.  If the quantities of load supplied 
under this scenario are assumed to be unchanged from the base case assumptions, then the 
resulting portfolio costs, in dollars per MWh, will be somewhat low.  However, a low-price 
scenario is also likely to be accompanied by relatively low quantities of load to be served, due to 
the tendency for customers to switch to competitive suppliers when market prices are low, and 
due to the fact that decreased usage throughout the market may be one of the reasons for the 
lower prices.  As a result, in the scenario in which spot prices are low, portfolio costs in dollars 
per MWh may be higher than base case levels, because there may be relatively low quantities of 
load from which the associated losses on the block contracts would be recovered.  This possible 
outcome would not be captured in a risk assessment approach that simply changes the 
assumption for a single variable in isolation. 

In order to perform a clear and insightful assessment of the various risks, we 
developed seven scenarios, each of which represents a general course of events, and each of 
which reflects the real-world interplay between various variables that affect portfolio costs.19  
Each scenario is defined by the combination of outcomes (i.e., “settings”) for six specific 
variables, which are in turn influenced by the risk factors identified in the Act.  The six variables 
are discussed below. 

RFP Contracts Price 
 

It is likely that forward prices for delivery during the June 2008 – May 2009 
period will change between the time that this risk analysis was performed (NYMEX forward 
prices were taken as of close on October 18, 2007, over seven months before June 1, 2008, when 
delivery begins under the contracts that result from the RFP) and the time of the RFP (for 
purposes of this analysis, the RFP is assumed to be held approximately four months before June 
1, 2008).  The uncertainty regarding the change in forward prices over this time period is a risk 
that affects portfolio costs, because the prices in the contracts that result from the RFP will be 
reflective of forward price levels at the time of the RFP.  For purposes of this analysis, it is 
assumed that the prices in the contracts procured through the RFP are consistent with the 
assumed forward prices at that time.20 

                                                 
19 Obviously, an infinite number of possible scenarios exist, some of which would result in higher portfolio 

costs than those in any of the seven scenarios that we developed, but we believe that the seven scenarios that we 
developed represent a reasonable distribution of possible outcomes.  

20 It is also worth noting that, for purposes of the analyses in this Plan, it is assumed that there is a 
negligible difference between prices at the Northern Illinois Hub, a location for which visible forward prices are 
available and which exhibits prices that are close to ComEd Zone prices, and prices for the ComEd Zone. 
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To represent the magnitude of this uncertainty, we analyzed actual historical 
forward price movements for annual electricity products during periods that begin over seven 
months before delivery begins, and that end four months before delivery begins.21  Specifically, 
the volatilities of Calendar Year 2006 and Calendar Year 2007 ATC forward prices, as reported 
by NYMEX, were calculated for the trading period between mid-May and the end of August of 
the preceding years.  The calculated volatilities were used to derive low, base, and high price 
multipliers, which were then applied to recent forward prices (as of October 18, 2007) to 
represent low, base, and high settings for the “RFP Contracts Price” variable.  These low, base, 
and high settings represent possibilities for the forward prices as of the time of the RFP.  
Specifically, the settings are defined such that there is only a 10% chance that the actual June 
2008 – May 2009 forward price at the time of the RFP will be lower than the forward price 
reflected in the low setting, there is only a 10% chance that the actual forward price at the time of 
the RFP will be higher than the forward price reflected in the high setting, and the base setting 
reflects no change in the forward prices. 

Spot Price vs. RFP Price 
 

It is likely that the average spot prices during June 2008 – May 2009 will not be 
equal to the forward prices at the time of the RFP for the June 2008 – May 2009 period.  The 
uncertainty regarding the difference in these prices is a risk that affects portfolio costs, because 
these prices impact the cost of spot purchases that must be made, because the difference in these 
prices affects the gains or losses on the contract with ExGen and on the contracts that result from 
the RFP, and because there is a relationship between prices and the quantities of load that must 
be served. 

To represent the magnitude of this uncertainty, we analyzed actual historical price 
movements for annual electricity products during the period beginning four months before 
delivery begins and ending at delivery (i.e., spot).  We recognized that this time period could be 
split into two time periods during which prices may change.  First, forward prices may change 
between four months before delivery begins (approximately analogous to the time of the RFP) 
and the beginning of the annual delivery period.  Second, spot prices may differ from the forward 
prices observed at the beginning of the annual delivery period.  To evaluate the potential 
magnitude of the price change during the combined period, we analyzed historical price volatility 
during each of the two periods, four months before delivery until the start of delivery and as of 
the start of delivery until spot, and we combined the two volatilities. 

To assess the uncertainty regarding the change in the forward price from four 
months before delivery begins until the beginning of delivery, we calculated the volatilities of 
Calendar Year 2006 and Calendar Year 2007 ATC forward prices, as reported by NYMEX, for 
the trading period between the end of August and the end of December of the preceding years. 

To assess the uncertainty regarding the difference between the forward price at 
the beginning of the delivery period and the spot price, we calculated the ratio of the actual 
                                                 

21 In all of our analyses presented in this Plan, NYMEX forward prices and historical LMPs were complied 
by Energy Velocity. 
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average real-time spot price during a given annual period to the forward price for that period, as 
reported by NYMEX, on the last trading date preceding the beginning of that period.  This ratio 
was calculated for multiple annual periods, and the volatility was calculated from the resulting 
ratios. 

Next, we combined the calculated volatility of forward prices between four 
months before delivery begins (analogous to the time of the RFP) and the beginning of delivery 
with the calculated volatility of prices from the beginning of the delivery period to spot, to 
develop an overall volatility of prices from four months before delivery begins to spot. 

This volatility was used to derive low, base, and high price multipliers, which 
represent the low, base, and high settings for the “Spot Price vs. RFP Price” variable.  The 
chosen multiplier for a given scenario was then applied to the assumption for the June 2008 – 
May 2009 forward price as of the time of the RFP under the given scenario, to determine the 
June 2008 –May 2009 average spot price for that scenario.  The low multiplier is defined such 
that, given an assumed June 2008 – May 2009 forward price at the time of the RFP, there is only 
a 10% chance that the actual June 2008 – May 2009 average spot price will be lower than a value 
calculated as the assumed forward price at the time of the RFP multiplied by the low multiplier.  
Similarly, the high multiplier is defined such that, given an assumed June 2008 – May 2009 
forward price at the time of the RFP, there is only a 10% chance that the actual June 2008 – May 
2009 average spot price will be higher than a value calculated as the assumed forward price at 
the time of the RFP multiplied by the high multiplier.  Finally, the base multiplier has a value of 
one.  In other words, the base setting assumes that the spot price is reflective of the forward price 
at the time of the RFP. 

It should be emphasized that the multipliers for the “Spot Price vs. RFP Price” 
variable are applied to the forward prices at the time of the RFP, which may themselves be 
assumed to be high or low in a given scenario.  For instance, the assumed average spot price that 
results from the application of a high multiplier to a high assumed forward price at the time of 
the RFP does not represent the average spot price for which there is only a 10% chance that the 
actual average spot price will be higher.  In fact, the probability that the actual average spot price 
will be higher than that calculated under a “high-high” scenario is less than 10%. 

The following diagram depicts the average June 2008 – May 2009 prices that 
result from the various combinations of settings for the “RFP Price” and “Spot Price vs. RFP 
Price” variables: 
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Chart III-1 

Risk Analysis Price Driver Tree 
 

Low (10th percentile): $43.02/MWH 

Current Forward:
Jun’08-May’09 ATC Price

$49.50/MWH Base (no change): $49.50/MWH 

High (90th percentile): $56.33/MWH 

Low (contingent 10th percentile): $40.83/MWH 

Base (no change): $56.33/MWH 

High (contingent 90th percentile): $73.71/MWH 

At Time of RFP (Jan/Feb ’08):
Jun’08-May’09 ATC Price

Spot Price At Delivery:
Jun’08-May’09 ATC Price

Low (contingent 10th percentile): $35.88/MWH 

Base (no change): $49.50/MWH 

High (contingent 90th percentile): $64.77/MWH 

Low (contingent 10th percentile): $31.18/MWH 

Base (no change): $43.02/MWH 

High (contingent 90th percentile): $56.29/MWH 

Applicable Scenarios

All four “High Price” scenarios 

Base Case 

Increased Costs Due to Contract Losses 

Low Price / Base Retention 

 
Spot Price Driver 
 

The “Spot Price Driver” variable refers to the main reason for the difference 
between the June 2008 – May 2009 ATC forward price at the time of the RFP and the average 
spot price for this period.  A difference between these prices could exist due to several different 
reasons.   For example, an increase in natural gas prices could cause the average spot price to be 
higher than the forward price.  While an increase in natural gas prices would affect electricity 
prices during at least a portion of every month during the June 2008 – May 2009 period, the 
effect on the average electricity price would be greatest during on-peak periods and during 
months in which usage is the greatest, as these periods correspond to times in which the marginal 
costs of generation units fueled by natural gas are most likely to influence electricity prices. 

We have identified three different major reasons for differences between the June 
2008 – May 2009 ATC forward price at the time of the RFP and the average spot price for this 
period,22 and each of these three major reasons is treated as a different setting for the “Spot Price 
Driver” variable.  In the scenarios that we have developed, the chosen “Spot Price Driver” 
setting for a given scenario does not affect the average spot price for the June 2008 – May 2009 
period; instead, this average spot price is determined by the settings for the “RFP Price” and the 
“Spot vs. RFP Price” variables.  However, the chosen setting for the “Spot Price Driver” 
determines the price changes in each of the 24 monthly on-peak/off-peak periods during June 

                                                 
22 While there are actually many reasons for a difference between these prices, the three reasons that we 

have identified represent a reasonable spectrum of different outcomes for the average monthly on-peak/off-peak spot 
prices. 
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2008 – May 2009, from their levels represented by the forward prices at the time of the RFP, that 
together result in the average spot price for the June 2008 – May 2009 period. 

The first major reason for a difference between the forward price and the average 
spot price for June 2008 – May 2009 is general changes in supply and demand relationships that 
apply throughout the year, such as changes in customer usage, the economy, energy efficiency, 
plant availability, transmission availability, overall fuel costs, etc.  A price difference driven by 
this reason is represented by the “Supply/Demand In All Months” setting of the “Spot Price 
Driver” variable.  If a scenario incorporates this setting of the “Spot Price Driver” variable, then 
each monthly on-peak and off-peak forward price at the time of the RFP is adjusted 
proportionally to derive average monthly on-peak and off-peak spot prices for that scenario. 

The second major reason for a difference between the forward price and the 
average spot price for June 2008 – May 2009 is a summer price spike, such as those experienced 
in 1998 and 1999.  A price difference largely driven by this reason is represented by the 
“Summer Price Spike” setting of the “Spot Price Driver” variable.  If a scenario incorporates this 
setting of the “Spot Price Driver” variable, then the difference between the June 2008 – May 
2009 forward price at the time of the RFP and the average spot price for this period is assumed to 
be primarily driven by an increase in the on-peak prices for June, July, and August.23 

The third major reason for a difference between the forward price and the average 
spot price for June 2008 – May 2009 is an increase in natural gas prices.  A price difference 
largely driven by this reason is represented by the “Natural Gas Price Increase” setting of the 
“Spot Price Driver” variable.  If a scenario incorporates this setting of the “Spot Price Driver” 
variable, then the difference between the June 2008 – May 2009 forward price at the time of the 
RFP and the average spot price for this period is assumed to be primarily due to changes in 
electricity prices during hours in which the marginal costs of generation units fueled by natural 
gas are most likely to influence electricity prices.24  In order to determine the extent of the price 
increase during each monthly on-peak and off-peak period during June 2008 - May 2009, an 
analysis of actual historical real-time ComEd Zone electric energy prices and Chicago City Gate 
natural gas prices was performed.  Implied heat rates during each hour of the most recent 24-
month historical period were calculated from the electricity and natural gas prices during this 
period, and generation units fueled by natural gas were assumed to influence electricity prices 
during the hours in which the implied heat rate was above a heat rate commensurate with 
combined cycle gas-fired units.  By adding $1/MMBtu to the actual historical natural gas price 
during these hours and reapplying the market heat rate, an “adjusted” real-time electricity price 
for that hour was estimated, and the resultant impact of this $1/MMBtu gas price increase on the 
average spot electricity price for each monthly on-peak and off-peak period throughout the 
calendar year was calculated.  Finally, with this characterization of the relationship between a 

                                                 
23 Specifically, 1/3 of the price difference is assumed to be driven by a proportional change in the prices 

across each of the 24 monthly on-peak/off-peak periods, and 2/3 of the price difference is assumed to be driven by 
the summer price spike. 

24 Specifically, 1/3 of the price difference is assumed to be driven by a proportional change in the prices 
across each of the 24 monthly on-peak/off-peak periods, and 2/3 of the price difference is assumed to be driven by 
the changes in gas prices. 
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$1/MMBtu natural gas price increase and the corresponding increases in the average spot 
electricity prices during each monthly on-peak and off-peak period of a given year, we 
determined, for any given scenario that employed the “Natural Gas Price Increase” setting for the 
“Spot Price Driver” variable, the necessary proportional difference between the forward natural 
gas price for each month of the June 2008 – May 2009 period as of the time of the RFP and the 
average spot natural gas price for each month of the June 2008 – May 2009 period such that the 
average ATC spot electricity price for June 2008 – May 2009 is equal to the desired level for the 
given scenario.  We then calculated the resulting average spot electricity prices for each monthly 
on-peak and off-peak period under the given scenario.  

Load-Weighting Gross-Up 
 

Customers do not use a constant amount of energy in each hour of any given 
monthly on-peak/off-peak time period; instead, their usage varies from hour to hour.  As a result, 
ComEd is responsible for providing real-time energy that reflects a load-weighted average price.  
For the customers applicable to this Procurement Plan, load-weighted average real-time prices 
are generally higher than simple average real-time prices in a given monthly on-peak/off-peak 
period, due to the positive correlation between the prices and loads.  The standardized block 
products to be procured in this proposed Procurement Plan and the contract with ExGen involve 
constant quantities over a monthly on-peak/off-peak period, and hence only provide a hedge 
against movements in simple average prices across these periods.  These contracts still leave 
ComEd, and ultimately the customers, exposed to the uncertainty associated with a changing 
difference between the load-weighted average prices and the simple average prices.  As a result, 
our risk assessment includes a “Load-Weighting Gross-Up” variable, for which the low, base, 
and high settings correspond to various sets of percentage differences (i.e., gross-ups) between 
the load-weighted average prices and the simple average prices for the 24 monthly on-peak and 
off-peak periods during June 2008 – May 2009. 

In order to develop the low, base, and high sets of gross-ups, we first calculated 
the historical gross-ups, based on actual simple and load-weighted average real-time prices, at 
both the ComEd Zone and at PJM Western Hub.  Prices at the ComEd Zone were weighted using 
retained CPP-B loads, and prices at PJM Western Hub were weighted using PJM East regional 
loads.  For each monthly on-peak/off-peak period for which both price and load data was 
available, from May 2004 through June 2007 for the ComEd calculation and from April 1998 
through September 2007 for the PJM Western Hub calculation, the percentage difference 
between the load-weighted average price to the simple average price was calculated.  Based on 
the relationship between the gross-ups for ComEd and the gross-ups for PJM Western Hub 
during May 2004 through June 2007, and based on the gross-ups for PJM Western Hub for April 
1998 through April 2004 and for July 2007 through September 2007, we calculated implied 
gross-ups for ComEd for April 1998 through April 2004 and for July 2007 through September 
2007.  For each calendar year monthly on-peak/off-peak period (e.g., January on-peak, January 
off-peak, February on-peak, February off-peak, March on-peak, etc.), the minimum, average, and 
maximum ComEd gross-up was calculated.  The resulting set of minimum gross-ups was used as 
the “low” setting for the “Load-Weighting Gross-Up” variable and applied to the 24 monthly on-
peak/off-peak periods during June 2008 – May 2009, the resulting set of average gross-ups was 
used as the “base” setting, and the resulting set of maximum gross-ups was used as the “high” 
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setting.  The percentage load-weighting gross-ups used for each setting are depicted in the table 
below: 

Table III-5 
Risk Analysis Load Weighting Gross-Up Scenarios 

 

HighBaseLow
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Retention 
 

Subject to certain rules, the customers applicable to this Procurement Plan may 
elect to obtain service from a competitive retail supplier, and may return from such service to 
utility-provided service.25  This ability to switch service providers contributes to the portfolio 
cost uncertainty. 

If market prices increase after fixed-price block contracts have been signed, then 
competitive retail suppliers may not be able to provide service at a lower cost than that reflected 
in the utility service offering, and customers may return to utility service, resulting in the need 
for supply in excess of the quantities reflected in the contract with ExGen and the contracts 
procured through the RFP.  ComEd would then be required to purchase the incremental energy at 
high spot prices, and pass through these increased costs to customers. 

If market prices decrease after fixed-price block contracts have been signed, then 
competitive retail suppliers may have an increased ability to provide service at a lower cost than 
that reflected in the utility service offering, and more customers may leave utility service and 
elect to be served by a competitive retail supplier, resulting in the need for supply in amounts 

                                                 
25 Customers for whom service has been declared competitive may not return to bundled utility service. 
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that are less than the quantities reflected in the contract with ExGen and the contracts procured 
through the RFP.  ComEd would then effectively be required to sell its excess supply procured 
through these contracts at low spot prices, and pass through these losses to the customers who 
remain on utility service. 

In order to capture the potential effect of customer migration, we developed low, 
base, and high settings for the “Retention” variable.  Given a base setting for the “Usage” 
variable, the low, base, and high settings for the “Retention” variable are summarized in Table 
III-6:  

 
Table III-6 

Risk Analysis Customer Retention Scenarios 
 

Retained 
Load

(MM MWh)

Retention 
Percentage

Retained 
Load

(MM MWh)

Retention 
Percentage

Retained 
Load

(MM MWh)

Retention 
Percentage

50.1 86%45.0 77%38.9 67%58.4 Total

0.8 100%0.8 100%0.8 100%0.8 Street Lighting & 
Other

6.2 51%4.2 35%1.5 12%12.1 Medium

11.0 85%9.0 69%7.6 59%12.9 Small

0.6 100%0.6 96%0.5 90%0.6 Watthour

1.9 100%1.9 100%1.9 99%1.9 Residential MFS

0.9 100%0.9 100%0.9 99%0.9 Residential SFS

4.9 100%4.7 97%4.4 90%4.9 Residential MFNS

23.9 98%22.9 94%21.4 88%24.3 Residential SFNS

High RetentionBase RetentionLow RetentionTotal  
Load
(MM 

MWh)Customer Class

 
  

It is important to note that while this table provides annual values, these annual 
values correspond to specific assumptions on a monthly on-peak/off-peak basis. 

Usage 
 

In addition to the retention level, other factors such as weather, the state of the 
economy, etc., will affect the amount of load that is required to be served.  Low, base, and high 
settings for “Usage” were developed for the monthly on-peak/off-peak periods for each of the 
three “Retention” settings, resulting in nine different scenarios for load.  Table III-7 depicts the 
total annual load values for each of the nine scenarios:  
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Table III-7 
 

June 2008 – May 2009 Retained Loads Under Various Scenarios 
(MM MWH)

53.147.841.4High Usage

50.145.038.9Base Usage

47.842.836.8Low Usage

High RetentionBase RetentionLow Retention

 
 
It is important to note that while this table provides annual values, these annual values 
correspond to specific assumptions on a monthly on-peak/off-peak basis. 
 

c. Scenarios and Results 
 

It was previously noted that, in order to perform a clear and insightful assessment 
of the various risks, we developed seven scenarios, each of which represents a general course of 
events, and each of which reflects the real-world interplay between the six variables that we have 
described.  Each scenario is defined by the combination of the outcomes (i.e., “settings”) for the 
variables, which are in turn influenced by the risk factors identified in the Act.  Table III-8 
summarizes these scenarios: 

 
Table III-8 

Portfolio Risk Analysis Scenarios 
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High

High

High
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Base
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Contract Losses
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Gross-Up
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Driver
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Contract 
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Scenario
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The seven scenarios are further described below: 

Low Price / Base Retention:  This scenario illustrates the effect of a decline in prices between the 
time of this filing and the time of the RFP, combined with base retention and usage.  In this 
scenario, block contracts are procured at favorable prices relative to forward prices at the time of 
this filing.  Spot prices are even lower, but retention and usage levels remain as forecasted, due 
to the relatively low propensity of the customers to switch suppliers in this scenario.  Customers 
enjoy the pass-through of the low price levels, and while the losses on the contract with ExGen 
and the contracts procured through the RFP are implicitly passed through to customers, the 
incremental effect on rates is smaller than it would be if retention and usage assumptions were 
lower and hence the losses were allocated to fewer retained MWh. 
 
Increased Costs Due to Contract Losses:  In this scenario, prices increase from the time of this 
filing until the time of the RFP, and then drop.  Customers tend to elect service from competitive 
suppliers, who have an increased ability to provide service at a lower cost in this somewhat 
lower-price environment.  Furthermore, general customer usage is low.  On a dollars per retained 
MWh basis, however, total portfolio costs are higher than they would be in the base case due to 
the fact that losses on the contract with ExGen and the contracts procured through the RFP are 
allocated to a relatively small amount of load due to low retention and usage. 
 
Base Case:  In this scenario, all variables are set at their base settings.  Average spot prices are 
equal to forward prices at the time of this analysis.   
 
High Spot Price in All Months:  In this scenario, forward prices are high at the time of the RFP, 
and spot prices are even higher.  Customers return to fixed-price, bundled service, usage is high, 
and the load-weighting gross-ups are high.  While the contracts help to prevent portfolio costs 
from becoming exceptionally high, they do not hedge the increased costs associated with the 
incremental load or the increased load-weighting gross-ups. 
 
High Spot Price Due to Gas Price Increase:  This scenario is similar to the previous scenario, 
except that the differences between forward prices at the time of the RFP and average spot prices 
are primarily driven by an increase in natural gas prices. 
 
High Spot Price Due to Summer Price Spike:  This scenario is similar to the previous two 
scenarios, except that the differences between forward prices at the time of the RFP and average 
spot prices are primarily driven by a price spike in summer (June – August) on-peak periods. 
 
High Spot Price Due to Summer Price Spike, Base Retention:  This scenario is identical to the 
“High Spot Price Due to Summer Price Spike” scenario, except that customer retention is 
assumed to remain at base case levels.  As a result, there is less incremental supply that must be 
purchased in the high-price spot market than there is in the “High Spot Price Due to Summer 
Price Spike” scenario. 
 

Chart III-2, below, presents the total portfolio costs for each of the seven 
scenarios.  These costs are expressed in dollars per retained customer MWh, and include the 
costs associated with the existing SFCs, the existing contract with ExGen, the contracts procured 
through the RFP, spot market energy, capacity, and ancillary services.  The total portfolio costs 
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for the seven scenarios generally fall in a range of between $60/MWh and $70/MWh.  The 
horizontal axis and the green line represent the total portfolio cost, including energy, capacity, 
and ancillary services, assuming that all energy is procured at spot prices and there are no hedges 
in place (such as the SFCs, the contract with ExGen, and the contracts procured through the 
RFP).  While the green line increases significantly from the left-side of the graph to the right, the 
points corresponding to the portfolio costs do not exhibit a trend of the same magnitude, and this 
illustrates the price stability provided by the contracts. 

 
Chart III-2 
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These scenarios provide a good illustration and understanding of portfolio cost 
risk.  While there is truly an infinite number of possible future scenarios, the selected scenarios 
were chosen because they are plausible, internally consistent, and represent fairly extreme 
market conditions.  Other scenarios could have been analyzed, such as a scenario in which 
market prices spiked in just one summer month, but such scenarios would represent less risk and 
hence would not be informative. 

It is also important to recognize that stability in total portfolio costs during the 
June 2008 – May 2009 period is heavily driven by the SFCs, which cover approximately two-
thirds of the load and are fixed-price contracts in which the suppliers assume a great deal of the 
risks that we have previously described.  Hence, a scenario that involves a market price increase 
of $10/MWh may involve much less than a $10/MWh change in total portfolio costs. 
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d. Discussion Of The Specific Risk Factors Identified In 
The Act 

 
The analysis that we performed and have described addresses the risk factors 

identified in the Act.  For example, the Act requires that this Procurement Plan include “…an 
assessment of the price risk, load uncertainty, and other factors that are associated with the 
proposed procurement plan…”26  Price risk and load uncertainty, and the interplay between these 
factors, have been explicitly addressed by the six variables that serve as the foundation for the 
scenarios that we developed, as well as by the settings of these variables in each of the seven 
scenarios. 

The Act also requires that “…this assessment, to the extent possible, shall include 
an analysis of the following factors: contract terms, time frames for securing products or 
services, fuel costs, weather patterns, transmission costs, market conditions, and the 
governmental regulatory environment…”27  In the following paragraphs, we discuss these risk 
factors and explain how our analysis addresses these factors. 

 
Contract Terms 
 

“Contract terms” includes several aspects of the contracts solicited through the 
RFP, but perhaps the most visible aspects of “contract terms” are the durations of the contracts, 
and the MW quantities to be procured through the contracts in aggregate.  As mentioned earlier, 
the quantities of energy to be procured through the contracts will reflect the forecasted average 
loads in these periods.  Specifically, the quantities to be procured reflect the forecasted load, 
minus the portion of the forecasted load covered by the SFCs, minus the 1,000 MW covered by 
the contract with ExGen.  This approach reduces the net amount of energy that must be 
purchased and sold in the spot market. 

We also tested approaches that involved procuring different quantities of energy 
through the RFP than our recommended quantities.  For example, in the RFP ComEd could 
procure quantities of energy which are 10% greater or less than the proposed RFP quantities.  
These approaches were evaluated in the seven scenarios.  Based on the results of this analysis, 
we believe that such refinements to the proposed quantities are unnecessary.  Chart III-3, below 
depicts the resulting total portfolio costs in the seven scenarios under the proposed procurement 
plan and under two alternate plans in which 10% more or less than the proposed RFP MW 
quantities is procured through the RFP:  

 
 
 
 

                                                 
26 220 ILCS 5/16-111.5(b)(3) 
27 220 ILCS 5/16-111.5(b)(3) 
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Chart III-3 
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Chart III-3 shows that moderate deviations (i.e., +/-10%) in the quantities 
procured through the RFP have a small effect on overall portfolio cost uncertainty.  The overall 
portfolio cost is higher if a lower quantity is procured in the RFP and market prices increase 
between the time of the RFP and the time of delivery, and the overall portfolio cost is lower if a 
lower quantity is procured in the RFP and market prices decrease between the time of the RFP 
and the time of delivery.  Similarly, the overall portfolio cost is higher if a greater quantity is 
procured in the RFP and market prices decrease between the time of the RFP and the time of 
delivery, and the overall portfolio cost is lower if a greater quantity is procured in the RFP and 
market prices increase between the time of the RFP and the time of delivery.  Procurement of 
quantities in excess of the forecasted load may provide greater price protection against summer 
price spikes as one would expect, but would be costly if prices drop and load is not retained.  
Finally, our recommendation should not be interpreted as a belief that refinements of this nature 
to the quantities procured would necessarily not be appropriate in the future under different 
market conditions.  

We also analyzed two additional approaches.  In the first additional approach, the 
quantities procured through the RFP for all of the monthly on-peak and off-peak periods except 
for July on-peak and August on-peak are equal to the proposed quantities, but the quantities 
procured for July on-peak and August on-peak are 10% lower.   In the second additional 
approach, the quantities procured through the RFP for all of the monthly on-peak and off-peak 
periods except for July on-peak and August on-peak are equal to the proposed quantities, but the 
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quantities procured for July on-peak and August on-peak are 10% higher.  Chart III-4 presents 
the overall portfolio costs in each of the seven scenarios under these approaches: 

 
Chart III-4 
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Once again, we see that the overall portfolio costs are not much different under 
the different approaches analyzed.  While there is a cost advantage to procuring more July and 
August supply through the RFP in the scenarios in which market prices rise between the time of 
the RFP and the time of delivery, this is largely due to the fact that many of our high spot price 
scenarios (in which prices rise between the time of the RFP and the time of delivery) are 
designed to involve very significant price increases in both of these summer months.  In reality, 
for every possible real-world scenario in which summer prices rise over time, there is a scenario 
in which summer prices fall over time.  Furthermore, a scenario involving weather-induced price 
spikes could involve high prices during one summer month and low prices during another 
summer month, so the small difference in total portfolio costs under one approach versus another 
approach shown here could easily be even smaller. 

In summary, our analyses indicate that the overall portfolio cost is unlikely to be 
changed significantly by varying the RFP procurement quantities from the forecasted average 
monthly on-peak/off-peak unhedged load quantities.  Moderate refinements to our proposal have 
little impact.  The effect on costs of procuring a different quantity through the RFP is dependent 
upon market price movements between the time of the RFP and the time of delivery.  Since we 
cannot predict future market prices, it is impossible to select a priori the procurement approach 
that will ultimately result in the lowest rates.  But, it is clear from our analysis that our proposed 
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approach is likely to result in reasonably stable rates for customers, given the guidance provided 
in the Act to purchase standard products. 

In addition to the duration of the contracts and the MW quantities to be procured 
through the contracts, “contract terms” include credit requirements, payment procedures, dispute 
resolution mechanisms, etc.  The decisions regarding these aspects of the contract are being 
finalized in a process that involves collaboration with the procurement administrator, the 
procurement monitor and the ICC Staff.  The final decisions should encourage participation and 
competition by creditworthy entities, help ensure reasonable contract prices given prevailing 
market prices, and reduce customers’ risks. 

Time Frames For Securing Products And Services 
 

Given the desire to provide reasonable rate stability and given logistical 
considerations, the RFP is likely to occur roughly four months before delivery begins.  Market 
prices will change between now and this time, and this will directly affect portfolio costs.  
Furthermore, market prices will change between the time of the RFP and delivery.  As we 
explained previously, this will also affect total portfolio costs, due both to the direct effect on 
spot prices and on the indirect effect that changes in market prices have on retention rates.  
Increases in retention rates can result in supply shortages that must be compensated for by 
increased purchases in the high price spot market (e.g., the “High Spot Price Due to Summer 
Price Spike” scenario), and decreases in retention rates can result in excess supply that must be 
sold into the low price spot market at a loss (e.g., the “Increased Costs Due to Contract Losses” 
scenario).  In all of the seven scenarios that we analyzed, we accounted for the timing of 
procurement, and through the results of these scenarios we assessed the risks associated with 
price movements before and after the RFP is held. 

Fuel Costs 
 

 Fuel prices, especially natural gas prices, are a significant driver of electricity 
prices, and therefore fuel price uncertainty leads to cost exposure for customers.  We have 
evaluated the risks associated with changes in natural gas prices in the “High Spot Price Due to 
Gas Price Increase” scenario, and found that the recommended portfolio of products to be 
procured through the RFP, in combination with the existing portfolio of contracts, provides a 
reasonable hedge against movements in natural gas prices.  Furthermore, scenarios such as “High 
Spot Price in All Months” reflect increased electricity prices of magnitudes that are based on 
historical price movements; since these movements are in part driven by fuel price movements, 
this scenario also indirectly reflects risks associated with fuel price increases.  This scenario 
indicates that the recommended portfolio of products to be procured through the RFP, in 
combination with the existing portfolio of contracts, provides a reasonable hedge against various 
fuel price movements. 

 




