
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.12 In doing so, the Procurement Administrator, under the direction of the
IPA, will consult with Ameren, the Commission and its designees.

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

In the case of financial settlement, Ameren 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 Ameren Energy Marketing is an example of a financially settled contract.

In the case of physical settlement, the contracting parties would transact through MISO.
In this case, both parties must be MISO members in good standing. Ameren and the
seller would execute an agreement, under which the seller transfers energy to Ameren via
a MISO processes. Ameren would then directly pay the seller the agreed-upon fixed
contract price for the specified amount of energy.

The choice between settling physically and financially does not affect service reliability.
Whether the products settle physically or financially, MISO 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.

The IPA recommends that the contracts to be procured through the RFP be settled
financially for Ameren volumes for the following reasons:

• The MISO market rules do not maintain the same credit requirements found in the
PJM market. Therefore, financial swaps are a standard method used by multiple
entities within the MISO market for securing fixed cost pricing for loads.

• With the ability to settle prices financially without added premium, the IPA believes
that a larger, more diverse, and competitive bidder pool will be interested in bidding
on Ameren requirements.

Graphs 7 and 8 represent how the Plan anticipates securing load for eligible by laddering
in purchases so that no one month or season is purchased all at one time. BY dollar-cost
averaging in this manner, the IPA mitigates risk to Ameren’s eligible customers.
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b. Capacity. 100% of the monthly capacity requirements will be acquired for the first
planning year (June 2009 through May 2010) as detailed inTable J below:

In light of the MISO proposal to implement significant penalties associated with a
capacity deficiency event, Ameren will procure the entire forecasted requirement for
the first planning year of this plan in advance of the that planning year. MISO is
proposing penalties of $80/kW-Month for capacity deficiencies for all months of the
year. Since Ameren’s purchases of non-summer capacity suggest a market price of
less than $0.50/kW-month, the IPA believes that the risk of being deficient and
subsequently penalized by MISO outweighs the risk of having excess capacity in
non-summer months due to higher than anticipated switching.

50% of the monthly capacity requirements will be acquired for the second planning
year (June 2010 through May 2011) as detailed inTable K below:
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33% of the monthly capacity requirements will be acquired for the third planning year
(June 2011 through May 2012 as detailed inTable L below:

0% of the monthly capacity requirements will be acquired for the fourth and fifth planning
years (June 2012 through May 2014 as detailed inTable L below:
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c. Transmission. In addition to the acquisition of power and energy related products as
detailed above, Ameren is obligated by the MISOTariff to acquire certain transmission
service related products and services to effectuate delivery of power and energy to the
applicable loads. These services include NetworkTransmission Service and Ancillary
Service. Further, Ameren may be allocated certain FinancialTransmission/Auction
Revenue Rights

i. Network IntegratedTransmission Service. Network Integrated
Transmission Service is described in Section III of Module B to the MISOTariff.
Ameren utilize such NITS to reliably deliver capacity and energy from their Net-
work Resources to their Network Loads – namely their Native Load obligations.

The MISO tariff requires each NITS customer to complete an application for
service, complete any applicable technical arrangements in conjunction with the
Transmission Provider andTransmission Owner and execute both a Service
Agreement and a Network Operating Agreement.

Ameren shall acquire the necessary NITS in accordance with the tariff. The cost
for this service shall be that established in the applicable MISO tariff schedules.

ii. Ancillary Services. The MISO tariff defines ancillary services as
“(t)hose services that are necessary to support Capacity and the transmission of
Energy from Resources to Loads while maintaining reliable operation of the
Transmission System in accordance with Good Utility Practice.”

As detailed in Module A, Section II.3 of the MISO tariff eachTransmission Service
Customer is required to acquire the following ancillary services (i) Scheduling,
System Control and Dispatch, (ii) Reactive Supply and Voltage Control from
Generation Resources, (iii) Regulation and Frequency Response, (iv) Operating
Reserve – Spinning and (v) Operating Reserve – Non-Spinning - whether from the
Transmission Provider, from the Control Area, from the ITC, from a third party, or
by self-supply. Within MISO, energy imbalance service, is provided by the
operation of the real time market and is no longer required to be acquired as a
separate ancillary service.

Ameren shall acquire the necessary ancillary services in accordance with the
MISO tariff. The cost for this service shall be that established in the applicable
MISO schedule or as otherwise determined by the operation of the MISO ancillary
services market.

iii. Auction Revenue Rights. Auction Revenue Rights (ARRs) are not a
power and energy resource. However, the nomination and subsequent allocation
of such rights to Ameren generally serves to reduce the cost of congestion borne
by Ameren (and thus ultimately by their customers.)

A part of the 2008 ARR allocation process at MISO, Ameren received a set of ARR
entitlements and were awarded ARRs for the 2008 planning year.

For future planning years, Ameren shall continue to actively participate in the
MISO ARR nomination and allocation process and shall seek to nominate those
ARRs with an expected positive value, recognizing that they may be required by
the MISO to accept certain ARRs which do not have an expected positive value
and further that though nominated, they ultimately may not be allocated all of
the ARRs requested.
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Ameren shall retain the allocated ARRs and receive associated credits for its
customers. Ameren should make no further changes except to the extent that
should the delivery point for one or more of the energy resources be other than
within the AMIL balancing authority, Ameren may attempt to reallocate the
applicable ARRs from their historical resource points to those which align more
closely with the designated energy resource delivery point.

d. Load Balancing Procedures
i. Hourly Balancing of Supply and Demand. In the event that
Ameren’s annual peak demand forecast increases above the High Forecast or
decreases below the Low Forecast during the active delivery year of an approved
Procurement Plan, Ameren shall promptly notify the IPA of a need to rebalance
the portfolio. The IPA shall subsequently issue a request for proposal in an amount
that rebalances the portfolio for the period it deems necessary for Portfolio
planning purposes. (In the event that such change results in reduction in the
supply requirement the IPA shall issue a reverse request for proposal.)

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

Given the use of standard market products in the portfolio, with terms of no less
than one-month, it shall be necessary that the agreements resulting from any
such rebalancing shall be effective on the first Calendar Day of the month
following their execution.

In the event that one or more of the products being procured in the rebalancing
request for proposal (or reverse request for proposal) are not fully subscribed at
the conclusion of the request for proposal process, Ameren and the IPA shall
meet with the Staff of the Illinois Commerce Commission to make a determination
if the request for proposal (or reverse request for proposal) should be re-issued.

ii. Intercompany Dynamics Cost and Resource Sharing. As noted in
section I, Ameren will procure power under this single Procurement Plan, for the
combined needs of its Illinois utilities. To the extent permitted by the applicable
legal and regulatory authorities, Ameren shall jointly pool such resources for
their mutual benefit, and that of their eligible retail customers. They shall further
allocate capacity and energy and cost responsibility therefore among themselves
in proportion to their actual requirements.

For purposes of determining such requirements, Ameren shall use either KWh or
KW, as appropriate to determine the ratio of the individual Utility’s requirement
to the total requirement.

e. Renewable Portfolio Standard
i. Description of the Standards. Section 1-75, subsection (c) of the IPA
Act establishes the following goals and cost thresholds for cost effective
renewable energy resource standards for the portfolio:
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In addition, to the extent available, 75% of these resources should come
from wind generation.

As provided for in the IPA Act, the actual amount of electricity (megawatt-hours)
supplied by the electric utility to eligible retail customers in the planning year
ending immediately prior to the procurement period (June 2008 – May 2009) is
used as the basis for calculating this requirement. During that period Ameren
was projected to supply 17,788,380 MWhs of electric energy to its eligible retail
customers. 4% of this value establishes a planning year renewable energy
requirement of 711,135 MWhs. Based on this estimate, the projected cost ceiling
for the procurement is $16,601,087

ii. Products to be Procured. Ameren shall meet the renewable energy resource
portfolio standard for the Plan year through the acquisition of qualifying renewable
energy credits (“REC’s”) as defined in Section 1-10 of the IPA Act. The acquisition
of REC’s for this period meets the requirements of the IPA Act and provides several
benefits over the direct acquisition of energy from qualifying renewable resources.
Each REC is equal to 1MWh and as such, Ameren shall acquire 711,135 REC’s to
satisfy this standard.
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The Plan includes the purchase of REC’s to satisfy the RPS requirements for the
2009-2010 period based on the following:

• REC’s trading markets are more robust and liquid than those for the
acquisition of physical renewable energy resources in this Plan year.

• The renewable electricity market is uncertain due to the scheduled
expiration of the federal ProductionTax Credit at the end of 2008.

• Long-term commitments are generally required for physical delivery of
renewable energy, and such commitments cannot be made prior to full
review by the IPA.

To prevent the possibility of wind supplier from proposing inflated REC quantities,
an independent 3rd party wind consultant will be utilized to evaluate the suppliers’
wind resources. Based on a standard methodology developed by the consultant,
an estimate of the expected REC production of each wind farm will be developed.
In the event the supplier’s quantity of RECs exceeds the consultants estimated
quantity, the bid amount will be limited to the consultants estimate.

The IPA will solicit offers for such credits for a term of one year. Sufficient credits
to comply with the quantities established by 1-75 (c) (1) of the IPA Act shall then
be acquired on the basis of (1) the requirements established in 1-75 (c) (3) of the
IPA Act and (2) price. Such acquisitions of renewable energy credits shall be
memorialized with a Master Renewable Energy Certificate Purchase and Sale
Agreement.

The IPA shall seek stakeholder input into the development of procurement
approaches that assess the risks and challenges presented by physical renewable
energy purchases, including issues associated long-term power purchase
agreements.

iii. ComplianceTracking. As noted above, the acquisition of renewable
energy credits in finite amounts equal to the statutory requirement ensures
compliance. To the extent that the load data from the prior 12-month period
which forms the basis for the required volume is not available at the time of the
initial solicitation, Ameren will use forecasted load data to estimate the
requirement. When such data does become available, Ameren shall make the
appropriate adjustment to their portfolio of renewable energy credits, including a
reallocation between the Ameren Illinois Utilities if appropriate, and report such
adjustments and results to the IPA.

RECs delivered to Ameren shall be measured by metering equipment installed,
maintained, replaced, tested and read pursuant to Attachment R-4, Section 10
(Metering) of the Midwest ISO Open AccessTransmission and Energy Markets
Tariff (“TEMT”) or similar as approved by Utilities. All costs associated with the
installation, change, or administration of metering equipment and shall be borne
by the supplier of the RECs.The seller shall be responsible for timely monthly
submission of accurate, complete, and verified metering data to Ameren, which
shall have the right to audit such submissions.

Each agreement for the acquisition of a REC shall have a specified term. All RECs
used by Ameren to comply with the statutory requirements shall be retired in
compliance with 1-75 (c) (4).

RECs must be generated and retired in the planning year in which they were
acquired to satisfy the REC requirement.
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iv. Evaluation Criteria. Section 1-75 (c) (3) of the IPA Act requires that cost effective
renewable energy resources be procured from facilities in the State of Illinois. If
sufficient cost effective resources are not available in the State of Illinois, they
shall be procured next from states that adjoin Illinois and finally, if unavailable
from such other states, they shall be acquired elsewhere. Based on this
requirement, the RFP evaluation will be completed as follow:

1. Determination of REC requirement. As provided for in the Act at
least 4% of the actual amount of electricity (megawatt-hours) supplied by the
electric utility to eligible retail customers as determined in the planning year
ending immediately prior to the procurement period (June 2008 – May 2009)
is used as the basis for calculating the REC requirement.

2. Determination of Cost effectiveness. A portfolio of RECs shall be deemed
to be cost effective if the portfolio’s cost is equal to or less than 0.5% of the
amount paid per kilowatt hour by those customers during the year ending
May 31, 2007, multiplied by the kwh consumption of those same eligible retail
customers.

3. REC Evaluation. Offers for RECs will be evaluated according to cost and an
application of the preference cited in the IPA for renewable resources sited
within Illinois.

4. 75% Minimum WindTest Adjustment. At least 75% of the RECs used to
meet the standards shall come from wind generation. If the portfolio is made
up of 75% wind the bid evaluation is completed.

4. Contingency Procurement Plan. The following is the plan to procure power
and energy for Ameren’s Included Retail Customer load should all or any part of that load
not be met due to the advent of: 1) supplier default; 2) insufficient supplier participation;
3) Illinois Commerce Commission (ICC) rejection of procurement results; or 4) any other
cause. The plan is substantially based on the contingency plan as specified in the Illinois
Power Agency Act and Section 16-111.5 (e)(5)(i) of the Public Utility Act. This section also
describes a plan to procure power and energy in the event of a default under an existing
ASFC.

a. Supplier Default. In the event of a supplier default which results in contract
termination where the amount of load provided by that supplier is 200 MW or greater
and there are more than 60 days remaining on the defaulted contract term, Ameren
will immediately notify the IPA, ICC Staff and the Procurement Administrator that
another procurement event must be administered. The Procurement Administrator
will execute a procurement event to replace the same products and amounts as that
initially approved by the ICC in this plan. The ICC Staff and its monitor will oversee the
event. The replacement plan will to the maximum degree possible seek to replace the
defaulted products with the same or similar products to those that were defaulted on.
This substitute plan would continue to seek energy only standard block products. All
ancillaries, capacity and load balancing requirements will continue to be procured
through the MISO administered markets. During the interim time period beginning at
time of default and continuing through the contingency procurement process, all
electric power and energy will be procured by the utility through MISO administered
markets. Notwithstanding, if a particular required product is not available through
MISO it shall be purchased in the wholesale market.

In the event of a supplier default which results in contract termination where the
amount of load provided by that supplier is less than 200 MW or there are less than 60
days remaining on the defaulted contract term, Ameren will procure the required
power and energy directly from the MISO administered markets. This procurement
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would include day ahead and/or real time energy, capacity, and ancillary services.
Should a required product not be available directly through the MISO administered
markets, it shall be procured through the wholesale markets.

b. ICC Rejection of Initial Procurement Results. In the advent that the ICC rejects the
results of the initial procurement event or the initial procurement event results in
under subscription, a meeting of the Procurement Administrator, the Procurement
Monitor, and the ICC Staff shall occur within 10 days to assess the potential causes and
to consider what remedies, if any, could be put in place to either address the ICC’s
concerns or would result in full subscription to the load. If revisions to the procurement
event are identified that would likely either address the ICC’s concerns or enhance the
possibility of having a fully subscribed load, the Procurement Administrator will
implement those changes and run a procurement event predicated on a schedule
established within the aforementioned meeting. The new procurement event will be
executed by the Procurement Administrator within 90 days of the date that the initial
procurement process is deemed to have failed.

Should a procurement event be required subsequent to the initial event, the Procurement
Administrator and the Procurement Monitor will separately submit a confidential report
to the ICC within 2 business days after opening the sealed bids. The Procurement
Administrator’s report will put forth a recommendation for acceptance or rejection of
bids based on the established benchmarks as well as other observed factors to include
any modifications necessary to run a subsequent procurement event if necessary.

c. Other scenarios. In all cases where the factors are such, either for an interim period
or otherwise, that there would be insufficient power and energy to serve the required
load, Ameren will procure the required power and energy requirements for the eligible
load through the MISO administered markets. Direct procurement activities would
thus include day ahead and/or real time energy, along with the normal direct procurement
of capacity and ancillary services. Also, in the case that a particular required product is
not available through MISO, Ameren will purchase that product through the wholesale
market.

1. ASFC Failure. For situations in which the remaining term of the defaulted
ASFC (the “Defaulted Part”) is one hundred twenty (120) calendar days or
less, Ameren shall to procure such Defaulted Part through purchases in the
MISO-administered markets for the remaining term of the Defaulted Part. For
situations in which the remaining term for the procurement of any Defaulted
Part is more than one hundred twenty (120) calendar days, the IPA shall issue
a Solicitation for Replacement Procurement (“SRP”) for the procurement of
such Defaulted Part.

If an SRP is required, eligible bidders will be requested to submit binding offers
to provide full requirements electric supply for the Defaulted Part for its
remaining term. The SRP will employ sealed bids submitted in a single-round
process. Due to the nature of such process, there will be no maximum
boundary level with respect to the provision of full requirements electric
supply imposed on the eligible bidders in this process. The Procurement
Administrator will oversee and administer the process. The Procurement
Administrator will contact bidders, evaluate all offers and select the offers
with the lowest priced bids, in succession, until such offers include the provision
of full requirements electric supply in an amount equal to the Defaulted Part.
In addition, the Procurement Administrator will report the results of the
process to the IPA, Ameren and the ICC. The Procurement Administrator will
be responsible for preparing the SRP Manual which will describe the eligibil-
ity criteria, bid preparation and submittal, evaluation, and other applicable
items in the SRP process in more detail.
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In addition, Ameren proposes to procure full requirements electric supply for
the Defaulted Part from the MISO-administered markets beginning at the time
that the ASFC previously applicable to the Defaulted Part is terminated, and
continuing until full requirements electric supply in an amount equal to the
Defaulted Part is procured and delivery commences under new contracts. If
any component(s) of such Defaulted Part is not available in MISO-administered
markets, Ameren proposes to purchase any such component(s) in the wholesale
electricity market.

D. Application of the Plan to Commonwealth Edison
1. Definition of Retail Customer Classes to be Supplied. This portion of the Plan explains
how the power and energy will be procured for delivery from June 1, 2009, through May
31, 2012, for ComEd’s eligible retail customers, as these customers are defined by the Act,
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 2009 – May
2012 delivery period.

Generally, the portfolio 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. Specifically, this
includes customers from the following supply groups as defined in ComEd’s currently
effective GeneralTerms and Conditions:

• Residential Customer Group. Residential Customer Group means the customer
supply group applicable to any retail customer in the residential sector and using
electric service for residential purposes.

• Watt-Hour Customer Group. Watt-Hour Customer Group means the customer
supply group applicable to any retail customer in the nonresidential sector, using
electric service for nonresidential purposes, and for which no metering equipment
or only watt-hour metering equipment is installed at the retail customer’s premises.
Generally, a retail customer in this customer supply group uses less than 2,000
kWh during a monthly billing period.

• Small Load Customer Group. Only through the May 2008 monthly billing period,
Small Load Customer Group means the customer supply group applicable to any
retail customer in the nonresidential sector, using electric service for nonresidential
purposes, and for which (a) the Self-Generating Customer Group is not applicable,
(b) the Competitively Declared Customer Group is not applicable, (c) demand
metering is installed at the retail customer’s premises, and (d) the highest thirty
(30) minute demand for electricity established by the retail customer did not exceed
100 kW during the most recent twelve (12) consecutive monthly billing periods
extending through the January 2006 monthly billing period.

• Medium Load Customer Group. Only through the May 2008 monthly billing
period, Medium Load Customer Group means the customer supply group applicable
to any retail customer in the nonresidential sector, using electric service for
nonresidential purposes, and for which (a) the Self-Generating Customer Group is
not applicable, (b) the Competitively Declared Customer Group is not applicable, (c)
demand metering is installed at the retail customer’s premises, and (d) the highest
thirty (30) minute demand for electricity established by the retail customer was
more than 100 kW but did not exceed 400 kW during the most recent twelve (12)
consecutive monthly billing periods extending through the January 2006 monthly
billing period. It is noted that some customers in the Medium Load Customer
Group retain the right to take fixed-price bundled tariff service through May 2010

• Dusk to Dawn Lighting Customer Group. Dusk to Dawn Lighting Customer
Group means the customer supply group applicable to (a) any retail customer in
the lighting sector and using electric service for a street lighting system that operates
on a dusk to dawn basis, or (b) the portion of electric service provided to a retail
customer in the residential sector or nonresidential sector, located outside the City
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of Chicago, and using such portion for private, outdoor, fixture-included, dusk to
dawn lighting purposes, provided that the Competitively Declared Customer Group
is not applicable to the retail customer described in item (a) or (b).

• General Lighting Customer Group. General Lighting Customer Group means
the customer supply group applicable to any retail customer (a) in the lighting sector,
(b) using electric service for a lighting system other than a lighting system that
operates on a dusk to dawn basis, and (c) to which the Competitively Declared
Customer Group is not applicable.

2. Monthly Forecasted System Supply Requirements
a. Energy. The table below includes the forecasted monthly supply

requirements (in MWh) for the period June 1, 2008 through May 31, 2014. This forecast
includes anticipates normal weather, competitive declarations, energy efficiency and
demand response programs, and the impact of the impact of customer switching.

Table O below notes the first twelve months worth of forecasted supply requirements
for the ComEd portfolio. Greater detail can be found in Attachment H.

b. Capacity. ComEd will procure the capacity and ancillary services required by
the Included Retail Customers from several sources. First, the existing ASFCs supply
approximately one-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 2009 - May 2010 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. Pre-Existing Contracts. The Load forecast includes the expected full energy
requirements of the Eligible Retail Customers. However, ComEd will not need to
procure that amount of energy in order to serve that load due to 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 Auction
Supplier Forward Contracts (ASFC) with the winners in the 2006 Illinois Auction to
supply power, energy and ancillary services to serve the full electrical requirements of
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the residential and smaller than 400kW C&I customers. One-third of the ASFC’s expired
on May 31, 2008, another one third will expire on May 31, 2009, and the remaining
third will expire 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 Exelon Generation (ExGen) that became effective on the effective
date of the Act. This agreement will provide price certainty for 2,000 MW of Around-
The-Clock (“ATC”) energy that ComEd will procure through the PJM spot markets for
the period June 1, 2009 through May 31, 2010, and 3,000 MW of Around-The-Clock
(“ATC”) energy that ComEd will procure through the PJM spot markets for the period
June 1, 2010 through May 31, 2013.

c. Residual Load. The table and graph below identify the Monthly Residual
Load volumes for ComEd over the Procurement Period. Monthly Residual LoadVolumes
are derived by subtracting pre-existing contract volumes from projected load volumes.

Table P below notes the first twelve months worth of residual supply requirements for
the ComEd portfolio. Greater detail can be found in Attachment I.
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Graphs 10 and 11 below identify the sources of the electricity eligible customers buying
electricity from Ameren for their homes and small commercial accounts. As time
goes on, larger volumes of electricity will be sourced from IPA managed procurement
activity.
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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. Energy. Energy required by the Included Retail Customers from four
sources. First, the ASFCs cover approximately one-third of these customers’ energy
requirements. Second, the swap contract with ExGen provides a financial hedge on
2,000 MW of ATC energy during the June 2009 – May 2010 period, and 3,000 MW of
ATC energy during the June 2010 – May 2012 period. Third, IPA 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 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,13 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, the IPA will issue solicitations for twenty-four monthly on-peak and
off-peak standard wholesale block energy products (or their equivalent volumes in
seasonal or varietal strips) for delivery during the June 2009 – May 2012 period. The
MW quantities of the standard wholesale energy products to be procured are deter-
mined by subtracting the forecasted average MW quantity to be covered by the
ASFCs, and the 2,000 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, the forecasted
net amount of energy transacted in the volatile spot market will be minimized

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.
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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 50
MW) are found inTable I-a and I-b below. A full schedule of related planned procurement
loads for Ameren can be found in Attachment J.
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Graphs 11 and 12 represent how the Plan anticipates securing load for eligible by laddering
in purchases so that no one month or season is purchased all at one time. By dollar-cost
averaging in this manner, the IPA mitigates risk to Com Ed’s eligible customers.
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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.14 In doing so, the Procurement Administrator, under the direction of the
IPA, will consult with ComEd, the Commission and its designees.

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.

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.

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.
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The IPA recommends that the contracts to be procured through the RFP be settled physically
for ComEd volumes for the following reasons:

• Physical contracts are lower risk in the event of supplier default. 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.

In the event of a default under a CFD, 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 to provide credit for all volumes.
While the credit cost is not eliminated it may be reduced as suppliers some suppliers
may have lower financing costs, especially in the event that the supplier is
maintaining offsetting long positions within PJM.

b. Capacity. ComEd will procure the capacity and ancillary services required
by the Included Retail Customers from several sources. First, the existing ASFC’s
secure approximately one-third 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 2009 - May 2012 period have already been deter-
mined through a competitive bid process administered by PJM, 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.

c. Load Balancing Procedures
i. Hourly Balancing of Supply and Demand. ComEd will utilize the
PJM-administered day-ahead and real-time energy markets to balance its loads.
On a daily basis, ComEd will report to PJM its estimate of its total load requirements
for the following day. ComEd will then submit its day-after estimate to PJM via a
daily load responsibility schedule and the estimate will in turn be settled by PJM
based on the real time market prices.

If the delivered physical power exceeds the day-ahead estimate, PJM will credit the
difference to ComEd at the day-ahead price; if the delivered physical power is less
than the day-ahead estimate, PJM will charge ComEd the difference at the day-ahead
price.

When ComEd submits its day-after estimate to PJM, PJM will perform a similar
settlement function in the PJM real-time market. To the extent the day-ahead
estimate reported by ComEd is less than the day-after estimate, PJM will charge
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ComEd the difference at the real-time price. To the extent that the day-ahead estimate
reported by ComEd is greater than the day-after estimate, PJM will credit ComEd
with the difference at the real-time price.

ii. Hourly Balancing of Supply and Demand Portfolio Rebalancing. In
the event that ComEd’s annual peak demand forecast increases above the High
Forecast or decreases below the Low Forecast during the active delivery year of an
approved Procurement Plan, ComEd shall promptly notify the IPA of a need to
rebalance the portfolio. The IPA shall subsequently issue a request for proposal in
an amount that rebalances the portfolio for the period it deems necessary for
Portfolio planning purposes. (In the event that such change results in reduction in
the supply requirement the IPA shall issue a reverse request for proposal.)

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

Given the use of standard market products in the portfolio, with terms of no less
than one-month, it shall be necessary that the agreements resulting from any such
rebalancing shall be effective on the first Calendar Day of the month following
their execution.

In the event that one or more of the products being procured in the rebalancing
request for proposal (or reverse request for proposal) are not fully subscribed at
the conclusion of the request for proposal process, ComEd and the IPA shall meet
with the Staff of the Illinois Commerce Commission to make a determination if the
request for proposal (or reverse request for proposal) should be re-issued.

d. Renewable Portfolio Standard
i. Description of the Standards. Section 1-75, subsection (c) of the IPA
Act establishes the following goals and cost thresholds for cost effective
renewable energy resource standards for the portfolio:

48



In addition, to the extent available, 75% of these resources should come
from wind generation.

As provided for in the IPA Act, the actual amount of electricity (megawatt-hours)
supplied by the electric utility to eligible retail customers in the planning year
ending immediately prior to the procurement period (June 2008 – May 2009) is
used as the basis for calculating this requirement. During that period ComEd
was projected to supply 45,015,979 MWhs of electric energy to their eligible retail
customers. 4% of this value establishes a planning year renewable energy
requirement of 1,800,639 MWhs. Based on this estimate, the projected cost
ceiling for the procurement is $37,370,000.

ii. Products to be Procured. ComEd shall meet the renewable energy resource
portfolio standard for the Plan year through the acquisition of qualifying renew-
able energy credits (”REC’s”) as defined in Section 1-10 IPA Act. The acquisition
of REC’s for this period meets the requirements of the IPA Act and provides several
benefits over the direct acquisition of energy from qualifying renewable resources
at this time. Each REC is equal to 1MWh and as such, ComEd shall acquire
2,033,240 REC’s to satisfy this standard.

The IPA plans to solicit REC’s to satisfy the RPS requirements for the 2009-2010
period based on the following:

• REC’s trading markets are more robust and liquid than those for the
acquisition of physical renewable energy resources in this Plan year.
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• The renewable energy markets are presently uncertain due to the expiration
of the PTC at the end of 2008.

• Long-term commitments are required for physical delivery of renewable
energy, and such commitments cannot be made prior to full review by
the IPA.

To prevent the possibility of wind supplier from proposing inflated REC quantities,
an independent 3rd party wind consultant will be utilized to evaluate the suppliers’
wind resources. Based on a standard methodology developed by the consultant,
an estimate of the expected REC production of each wind farm will be developed.
In the event the supplier’s quantity of RECs exceeds the consultants estimated
quantity, the bid amount will be limited to the consultants estimate.

The IPA will solicit offers for such credits for a term of one year. Sufficient credits
to comply with the quantities established by 1-75 (c) (1) of the IPA Act shall then
be acquired on the basis of (1) the requirements established in 1-75 (c) (3) of the
IPA Act and (2) price. Such acquisitions of renewable energy credits shall be
memorialized with a Master Renewable Energy Certificate Purchase and Sale
Agreement.

The IPA shall seek stakeholder input into the development of procurement
approaches that assess the risks and challenges presented by physical renewable
energy purchases, including issues associated long-term power purchase
agreements.

iii. ComplianceTracking. As noted above, the acquisition of renewable
energy credits in finite amounts equal to the statutory requirement ensures
compliance. To the extent that the load data from the prior 12 month period
which forms the basis for the required volume is not available at the time of the
initial solicitation, ComEd will use forecasted load data to estimate the requirement.
When such data does become available, ComEd’ shall make the appropriate
adjustment to their portfolio of renewable energy credits, and report such
adjustments and results to the IPA.

PJM Environmental Information System’s (“EIS”) Generation AttributeTracking
System (“GATS”) and the Midwest Renewable EnergyTracking 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.

Each agreement for the acquisition of a REC shall have a specified term. All RECs
used by ComEd to comply with the statutory requirements shall be retired in
compliance with 1-75 (c) (4).

RECs must be generated and retired in the planning year in which they were
acquired to satisfy the REC requirement.

iv. Evaluation Criteria. Section 1-75 (c) (3) of the IPA Act requires that cost effective
renewable energy resources be procured from facilities in the State of Illinois. If
sufficient cost effective resources are not available in the State of Illinois, they
shall be procured next from states that adjoin Illinois and finally, if unavailable
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from such other states, they shall be acquired elsewhere. Based on this
requirement, the RFP evaluation will be completed as follow:

1. Determination of REC requirement. As provided for in the IPA
Act at least 4% of the actual amount of electricity (megawatt-hours) supplied
by the electric utility to eligible retail customers as determined in the planning
year ending immediately prior to the procurement period (June 2008 – May
2009) is used as the basis for calculating the REC requirement.

2. Determination of Cost effectiveness. A portfolio of RECs shall be
deemed to be cost effective if the portfolio’s cost is equal to or less than 0.5%
of the amount paid per kilowatt hour by those customers during the year ending
May 31, 2007, multiplied by the kwh consumption of those same eligible retail
customers.

3. REC Evaluation. Offers for RECs will be evaluated according to
cost and an application of the preference cited in the IPA for renewable
resources sited within Illinois.

4. 75% Minimum WindTest Adjustment. At least 75% of the RECs
used to meet the standards shall come from wind generation. If the portfolio
is made up of 75% wind the bid evaluation is completed.

4. Contingency Procurement Plan. The following is the plan to procure power
and energy for ComEd’s Included Retail Customer load should all or any part of that load
not be met due to the advent of: 1) supplier default; 2) insufficient supplier participation;
3) Illinois Commerce Commission (ICC) rejection of procurement results; or 4) any other
cause. The plan is substantially based on the contingency plan as specified in the Illinois
Power Agency Act and Section 16-111.5 (e)(5)(i) of the Public Utility Act. This section also
describes a plan to procure power and energy in the event of a default under an existing
ASFC.

a. Supplier Default. In the event of a supplier default which results in contract
termination where the amount of load provided by that supplier is 200 MW or greater
and there are more than 60 days remaining on the defaulted contract term, ComEd
will immediately notify the IPA, ICC Staff and the Procurement Administrator that
another procurement event must be administered. The Procurement Administrator
will execute a procurement event to replace the same products and amounts as that
initially approved by the ICC in this plan. The ICC Staff and its monitor will oversee the
event. The replacement plan will to the maximum degree possible seek to replace the
defaulted products with the same or similar products to those that were defaulted on.
This substitute plan would continue to seek energy only standard block products. All
ancillaries, capacity and load balancing requirements will continue to be procured
through the PJM administered markets. During the interim time period beginning at
time of default and continuing through the contingency procurement process, all
electric power and energy will be procured by the utility through PJM administered
markets. Notwithstanding, if a particular required product is not available through
PJM it shall be purchased in the wholesale market.

In the event of a supplier default which results in contract termination where the
amount of load provided by that supplier is less than 200 MW or there are less than 60
days remaining on the defaulted contract term, ComEd will procure the required
power and energy directly from the PJM administered markets. This procurement
would include day ahead and/or real time energy, capacity, and ancillary services.
Should a required product not be available directly through the PJM administered
markets, it shall be procured through the wholesale markets.

51



b. ICC Rejection of Initial Procurement Results. In the advent that the ICC rejects the
results of the initial procurement event or the initial procurement event results in
under subscription, a meeting of the Procurement Administrator, the Procurement
Monitor, and the ICC Staff shall occur within 10 days to assess the potential causes and
to consider what remedies, if any, could be put in place to either address the ICC’s
concerns or would result in full subscription to the load. If revisions to the procurement
event are identified that would likely either address the ICC’s concerns or enhance the
possibility of having a fully subscribed load, the Procurement Administrator will
implement those changes and run a procurement event predicated on a schedule
established within the aforementioned meeting. The new procurement event will be
executed by the Procurement Administrator within 90 days of the date that the initial
procurement process is deemed to have failed.

Should a procurement event be required subsequent to the initial event, the Procurement
Administrator and the Procurement Monitor will separately submit a confidential report
to the ICC within 2 business days after opening the sealed bids. The Procurement
Administrator’s report will put forth a recommendation for acceptance or rejection of
bids based on the established benchmarks as well as other observed factors to include
any modifications necessary to run a subsequent procurement event if necessary.

v. Other scenarios. In all cases where the factors are such that, either for an
interim period or otherwise, there would be insufficient power and energy to serve the
required load, ComEd will procure the required power and energy requirements for
the eligible load through the PJM administered markets. Direct procurement activities
would thus include day ahead and/or real time energy, along with the normal direct
procurement of capacity and ancillary services. Also, in the case that a particular
required product is not available through PJM, ComEd will purchase that product
through the wholesale market.

1. ASFC Failure. For situations in which the remaining term of the defaulted
ASFC (the “Defaulted Part”) is one hundred twenty (120) calendar days or less,
ComEd proposes to procure such Defaulted Part through purchases in the PJM-
administered markets for the remaining term of the Defaulted Part. For situations
in which the remaining term for the procurement of any Defaulted Part is more
than one hundred twenty (120) calendar days, ComEd proposes to issue a
Solicitation for Replacement Procurement (“SRP”) for the procurement of such
Defaulted Part.

If an SRP is required, eligible bidders will be requested to submit binding offers
to provide full requirements electric supply for the Defaulted Part for its remaining
term. The SRP will employ sealed bids submitted in a single-round process.
Due to the nature of such process, there will be no maximum boundary level
with respect to the provision of full requirements electric supply imposed on the
eligible bidders in this process. The Procurement Administrator will oversee
and administer the process. The Procurement Administrator will contact bidders,
evaluate all offers and select the offers with the lowest priced bids, in succession,
until such offers include the provision of full requirements electric supply in an
amount equal to the Defaulted Part. In addition, the Procurement Administrator
will report the results of the process to ComEd and the ICC. The Procurement
Administrator will be responsible for preparing the SRP Manual which will
describe the eligibility criteria, bid preparation and submittal, evaluation, and
other applicable items in the SRP process in more detail.
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In addition, ComEd proposes to procure full requirements electric supply for the
Defaulted Part from the PJM-administered markets beginning at the time that
the ASFC previously applicable to the Defaulted Part is terminated, and continuing
until full requirements electric supply in an amount equal to the Defaulted Part
is procured and delivery commences under new contracts. If any component(s)
of such Defaulted Part is not available in PJM-administered markets, ComEd
proposes to purchase any such component(s) in the wholesale electricity market.
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