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Table 2. Monthly Increase Summary
Current vs. Proposed Rates

Month Distribution Costs

Current Proposed
Rate 74
20,000 Therms/Mo.
Customer $101 $141]
Distribution $324 $224
SBS $19 $34
Month Total $445 $398
$ Increase -$46
% Increase -10.4%
Rate 76
250,000 Therm/Mo.
Customer $474 $1,891
Distribution $4,725 $4,725
SBS $967 $1,700
Month Total $6,166 $8,316
$ Increase $2,150
% Increase 34.9%
Rate 77
500,000 Therms/Mo.
Customer $862 $3,505
Demand $8,243 $13,575
Distribution $2,600 $2,600
SBS $1,907 $3,353
Month Total $13,611 $23,033
$ Increase $9,422
% Increase 69.2%

Proposed New Riders

NICOR has proposed the several new or revised
riders that would further increase rates if approved
by the ICC. These riders are:

1.

Rider UEA, Uncollectible Expense Adjustment

Under Rider UEA, NICOR would track actual
uncollectible expenses with expenses included
in base rates. The proposed uncollectible costs
included in base rates would be $71.5 Million.
When actual amounts differ from the base rates
amount by +/- 5% customers would receive a
per therm charge/credit. Rider UEA is not
applicable to customers receiving transportation
service under Rate 76 or 77.

Rider CUA, Company Use Adjustment

Rider CUA is a proposed new rider to
recover/refund the difference between the
actual cost of gas used by NICOR for
operational use. These costs are currently
included in base rates at a priced lower than
current market prices. The annual difference
between these natural gas costs would be
either recovered or credited to customers.

Company gas usage is for storage losses for
gas sales customers, compressor fuel for all
customers, and natural gas heating costs for
NICOR facilities. NICOR would calculate two
adjustments, one for sales customers and one
for transportation customers. The reason for a
separate charge for transportation customers is
because they already pay for some losses
through the unaccounted gas factor (storage
losses). The CUA adjustment for transportation
customers would be based on the price
difference for only compressor fuel and heating
costs.

Under NICOR’s proposal, annual CUA
adjustments will be determined by March 20"
and be applicable for the April 1% to December
31 period.

Rider VBA, Volume Balancing Adjustment

Proposed Rider VBA would provide revenue
stability for NICOR and will be applicable to
residential and small commercial Rate 4
customers. Rider VBA defines the margin
(“profit”) based on test-year therm sales and
volumetric distribution revenue. NICOR would
assess a volumetric per therm charge, or credit,
on customer bills to match normal customer
usage and rate case revenue assumptions.

The ICC approved a similar rider for Peoples
Gas and North Shore in February 2008.

Rider EEP, Energy Efficiency Plan

This proposed rider would recover costs for
NICOR’s Energy Efficiency Plan and be
applicable to residential and small commercial
customers. If approved NICOR would calculate
a monthly per customer charge applied to
customer bills. NICOR is proposing to
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implement Rider EEP on a pilot basis for a four-
year period.

If NICOR’s Rider VBA is approved, proposed
Rider EEP would need to be revised to include
a “Conservation Stabilization Adjustment.” This
adjustment would provide for recovery of
volumetric distribution revenue associated with
natural gas savings (“lost revenue”).

5. Rider QIP, Qualifying Infrastructure Plant

Proposed Rider QIP would allow NICOR the
ability to accelerate its infrastructure
replacement program by allowing NICOR to
recover a return on and depreciation expense
on certain qualifying expenses. Under Rider
QIP NICOR will accelerate the replacement of
cast iron and copper pipelines.

The following Table 3 summarizes ComEd'’s
proposed Distribution Facilities Charge (“DFC™)
increase. The DFC is the largest portion of a
customer’s distribution service cost, excluding
customer and meter charges.

Table 3. ComEd’s Proposed Distribution Charges
In October 17, 2007 Petition

STATUS OF COMMONWEALTH EDISON COMPANY’S
RATE INCREASE PROCEEDING, ICC DOCKET No. 07-
0566

Distribution Facilities Charge

$/kW per Month Increase
Customer Class Proposed Current 3$ %
Small $4.88 $4.29 $0.59 14%
Medium $5.70 $5.01 $0.69 14%
Large $6.08 $5.37 $0.71 13%
Very Large $5.76 $5.22 $0.54 10%
Extra Large $6.01 $2.46  $3.55 144%
High Voltage
<10,000 kW $7.21 $2.22  $4.99 225%
>=10,000 kW $2.41 $1.09 $1.32 121%

On May 8, 2008 cross-examination of all ComEd,
Staff and intervenor witnesses was completed. All
parties are scheduled to file their initial briefs on
May 29" outlining their proposals and legal
arguments. Reply briefs are scheduled to be filed
on June 12. . A Final Order must be issued on or
before September 14, 2008.

Hearing Schedule

May 29 Initial Briefs
June 12 Reply Briefs
Sep. 14 Deadline for Final Order

Overview of Petition

ComEd filed for a $361 Million rate increase on
October 17, 2007. Since the initial filing ComEd has
agreed to lower their proposed rate increase to
about $314 Million.

Major proposed issues that will increase costs for
large commercial and industrial customers are:

1. Proposed 129% Increase for Over 10-MW High-
Voltage Customers and Proposed 140%
Increase for All Other Over 10-MW Customers

Intevenors have continued to present testimony
that ComEd has provided a flawed cost of
service testimony that improperly allocates
costs to the over 10-MW customers. These
intervenors, representing large customers, have
proposed that rates for over 10-MW customers
be increased by the system average increase
approved in this proceeding. Commission Staff
has supported this proposal.

In its rebuttal and surrebuttal testimony, ComEd
has proposed that rates for the over 10-MW
customers be phased-in. Under this proposal,
rates for over 10-MW customers would be
moved 50% towards ComEd’'s proposed rates.
In its next rate case ComEd would increase
rates by the remaining 50% plus any additional
rate increase approved in that proceeding.
Table 4 is a summary of proposed rates under
ComEd'’s mitigation proposal.

Intervenors representing commercial customers
have objected to this mitigation proposal
because their rates would increase slightly over
ComEd's proposed rates. Under the mitigation
proposal ComEd is seeking recover the
“claimed shortfall” to over 10-MW customers
from other non-residential customers.
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Table 4. ComEd’s Proposed Distribution Charges

Current, Proposed, and Proposed with 50%
Mitigation

Distribution Facilities Charge

$/kW per Month

Initially Proposed
Customer Class Current Proposed w/Mitigation
Small $4.29 $4.88 $5.03
Medium $5.01 $5.70 $5.87
Large $5.37 $6.08 $6.25
\Very Large $5.22 $5.76 $5.91
Extra Large $2.46 $6.01 $4.21
High Voltage
<10,000 kW $2.22 $7.21 $3.60
>=10,000 kW $1.09 $2.41 $1.60
2. Proposed New Rider SMP, System

Modernization Projects

ComEd has proposed to recover costs for
system modernization projects under Rider
SMP on an on-going basis without filing for a
rate increase with the ICC. ComEd's latest
figure for Rider SMP costs exceed $850 Million.

In its rebuttal testimony ComEd proposed some
changes to Rider SMP hoping to gain intervenor
support and address issues raised by
intervenors. Some the key changes proposed
by ComEd are:

a) Cap Rider SMP cost recovery at 5% of a
customer’s distribution charges. ComEd
was previously proposing a uniform per
kWh charge for all customers. Under the
uniform per kWh charge large customers
would pay a higher percentage of Rider
SMP costs.

b) Provide a true-up mechanism to prevent
over recovery of Rider SMP costs.

c) Extend the 90-day review period for
proposed projects to 180-days.

The definition of proposed Rider SMP projects
remains overly broad and could allow ComEd to

5.

significantly expand the scope of SMP projects.
If Rider SMP is approved it could reduce the
need for future rate increases, even though
ComEd has stated it plans to request rate
increases every few years. Most intervenors
has recommended that the ICC reject Rider
SMP. Some electric suppliers support the
Advanced Metering Infrastructure (“AMI”) plan
being proposed by ComEd. AMI is the major
project under Rider SMP with projected costs
over $600 Million after full deployment.

Rider SEA,

Proposed Storm

Adjustment

Expense

Rider SEA will allow ComEd to track and
recover storm related expenses. Storm related
expenses are currently included in rates and
can only be adjusted through a formal rate
proceeding before the Commission. Under
Rider SEA, ComEd would track actual
expenses and apply a monthly per kWh
adjustment on customer bills. The adjustment
would be based on the difference between
actual annual costs and $27 Million included in
base rates.

Higher Distribution Loss Factors

ComEd continues to support its updated
distribution loss factor (“DLF”) study increasing
distribution losses for all customers. The
REACT Caoalition is the only intervenor objecting
to ComEd’'s higher loss factors. REACT has
proposed that ComEd custom calculate the lost
factors for over 10-MW size customers,
especially since ComEd has already gathered
the data for high-voltage customers.

Phase-out of Rider ACT Allowance for
Customer-Owned Transformers

ComEd proposed to phase-out credits paid
under Rider ACT, Allowance for Customer-
Owned Transformers. Rider ACT provides
customers with a monthly $0.20533 per kW
credit if they own their own transformers.
Customers who have been receiving customer-
owned transformer credits for 30 years would
be removed from Rider ACT and receive a one-
time payment equal the average annual credit
they have received over the most recent three
years. ComEd also included a voluntary
termination option for customers who have been
on Rider ACT for less than 30 years to receive a
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payment equal to two years worth of payments
based on the average annual credits received
during the most recent three years

Several parties objected to ComEd’s proposal
for mandatory removal of customers from Rider
ACT. In its rebuttal testimony ComEd agreed to
remove the mandatory termination provision.
ComEd would grandfather Rider ACT to new
customers and continue to offer the voluntary
termination provision.

PJM RELEASES RESULTS OF 2011 CAPACITY
AUCTION

On February 1, 2008, PJM posted the results from
its June 2011 to May 2012 Reliability Pricing Model
(“RPM”) capacity auction. PJM has recently held a
series of RPM Capacity auctions to set capacity
costs through May 2012. Results of the May 2008
auction are summarized in Table 5 and are
compared to results from prior auctions. Results
show that 2011/2012 capacity cost is $110 per MW-
day. This is a decrease of $64.29 per MW-day from
the 2010/2011 auction results. It is unclear why the
June 2010 price of $174.29 MW-day is so
significantly higher than other years.

All customers must pay for PJIM capacity. ComEd
determines a customer’'s Peak Load Contribution
and suppliers are required to purchase this capacity
from PJIM.

Table 5. PIJM RPM Capacity Prices

Start of PIM

Planning Year $/MW-Day

Prior to Jun-07 $15.00
Jun-07 $40.80
Jun-08 $111.92
Jun-09 $102.04
Jun-10 $174.29
Jun-11 $110.00

NATURAL GAS PRICING UPDATE
MAY 2008

Table 8 is a comparison of Chicago area burner-tip
prices for May 2008 for customers served by
Peoples Gas Light & Coke Company, North Shore
Gas Company and Northern lllinois Gas Company
(NICOR). Burner-tip prices during May are in the
$11.382 to $15.183 per MMBtu range, depending
upon rate class and utility.

Burner-tip prices for non-utility supply service are
based on a Chicago citygate price of $10.890 per
MMBtu calculated using the final NYMEX settlement
prices (futures and Chicago swap) for May. The
NYMEX Chicago Swap settlement price is the
difference between NGI's reported monthly Chicago
index price and the final NYMEX settlement price
for March 2008. Intercontinental Exchange (“ICE")
reported a May 2008 monthly Chicago index price
of $10.876 per MMBtu, up $1.265 from the April
$9.595 per MMBtu index price. Prices for utility
supply service are based on gas supply costs
shown in Table 6.

Local distribution costs shown in Table 7 range from
$1.795 to $4.293 per MMBtu for a customer served
by Peoples Gas, $0.556 to $1.378 per MMBtu for a
North Shore customer, and $0.492 to $2.191 per
MMBtu for a customer served by NICOR.

Table 6. May 2008 Natural Gas
Supply Costs $ per Therm

North Shore NICOR

Peoples
Gas Supply Costs: Gas
Bundled Gas Supply Cost $1.2419 $1.1073
Commodity $1.1994 $1.0576
Non-Commaodity Charge $0.0425 $0.0497
Demand $0.1173 $0.2061
Environmental Surcharges
Rider 11, Peoples and North Shore $0.0309 $0.0149

Rider 12, NICOR — Small C&lI
Rider 12, NICOR — Large C&l

NICOR Transportation Service Ad.
NICOR, Rider 5 Storage Adj. Factor

$1.2396
$1.2031
$0.0365
$0.5321
$0.0000

$0.0004

$0.0017
($0.0023)
$0.0004
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Table 7. May 2008 Burner-Tip Price Comparison
Peoples, North Shore and NICOR
($ per MMBtu)

Burner-Tip Local

$/MMBtu Distribution (a)
NYMEX Final Settlement Price $11.280
NYMEX Chicago Basis ($0.390)
Chicago City-gate Price  (b) $10.890
Peoples Gas Burner-Tip Price
Rate 2 — Utility Supply Service $14.786 $3.896
Rate 4 — Utility Supply Service $15.183 $4.293
Rate 4 — Utility Supply Service $15.094 $4.204
Rate 2, SST, 50% Standby $12.851 $1.961
Rate 4, LST, 50% Standby $12.777 $1.887
Rate 4, LST, 50% Standby $12.685 $1.795
North Shore Burner-Tip Price
Rate 2 — Utility Supply Service $12.268 $1.378
Rate 3 — Utility Supply Service $12.095 $1.205
Rate 2, SST, 50% Standby $11.843 $0.953
Rate 3, LST, 50% Standby $11.446 $0.556
NICor Burner-Tip Price
Rate 6 — Utility Supply Service $13.081 $2.191
Rate 7 — Utility Supply Service $12.977 $2.087
Rate 76, 0% Standby © $11.391 $0.501
Rate 77, 0% Standby © $11.382 $0.492

(a) Local distribution charge = burner-tip less city-gate price.
Includes all taxes, city fees and gas loss costs.
(b) NYMEX last day settlement price plus NYMEX Chicago basis
swap last day settlement price.
Assumes 28 days storage in place of standby service.

Factors Affecting Natural Gas
Prices for May 2008

The following Figures 1 through 5 show current
storage volumes, NYMEX futures prices, Chicago
citygate prices, and rig counts through May 16,
2008.

As of the week ending May 9, 2008 the EIA
reported storage at 1,529 Bcf compared to 1,815
Bcf a year ago. The five-year average is 1,526 Bcf.
Current storage levels are 0.2% higher than the
five-year average and 15.8% lower than volumes

reported last year at the same time.

Figure 1. U.S Natural Gas Storage
January 2005 through May 9, 2008
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The May 2008 New York Mercantile Exchange
(NYMEX) futures contract closed at $11.28 MMBtu,
up $1.702 from the April 2008 settlement price of
$9.578 per MMBtu. Settlement prices for the
NYMEX natural gas futures contract for the period
May 2008 through May 2013 are shown in Figure 2.

Also shown in Figure 2 is the average price of the
Chicago Swap at -$0.056 per MMBtu for the May
2008 to April 2009 period. The “swap” or “basis” is
the price differential between the NYMEX futures
contract and gas delivered to Chicago.

Figure 2. NYMEX Natural Gas Futures
Settlement Prices on Last Trade Day of
May 2008 Contract
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The forward-looking 12-month moving-average
NYMEX price trend is shown in Figure 3. The 12-
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month average price on the final trade day for the
May 2008 contract is $11.618 per MMBtu.

Figure 3. New York Mercantile Exchange
3-Year Trend of Moving Average Price
of Forward 12 Month Contracts
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Figure 4 shows daily “Chicago” citygate prices
reported by ICE (“Intercontinental Exchange”) for
the January 1, 2005 to May 16, 2008 period. Table
8 summarizes average daily Chicago -city-gate
prices and monthly index prices.

Figure 4. Intercontinental Exchange
“Chicago” Citygate Prices — Daily Prices
January 1, 2005 to May 16, 2008
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Baker Hughes reported U.S. natural gas rig counts
at 1,471 on May 16, 2008, up 5 from 1,466 reported
at the same time last year. The oil rig count was
381, up 105 from the oil rig count of 276 last year.

Figure 5. Natural Gas Rig Count
January 1997 through May 16, 2008
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The highest weekly U.S. rig count (gas and oil)
since 1940 was 4,530 recorded on December 28,
1981. The lowest rig count of 488 was recorded on
April 23, 1999.

ELECTRIC PRICING UPDATE
MAY 2008

Figure 6 is a graphical review of the 12-month
moving average price for the NYMEX Northern
lllinois Hub (“NI-Hub”) futures contracts for the
period ending May 16, 2008. Results show current
forward peak-period prices in the $80 per MWH
range for the June 2008 to May 2009 period. Off-
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Peak prices for the same period are in the $42 per
MWH range. Peak period prices are from 6 AM to
10 PM, Monday through Friday.

Figure 6. NI-Hub Electric Futures Contract
Forward 12-Month Moving Average for
Northern Illinois Hub - $/ MWH
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Shown in Figure 7 is a retail electric cost

comparison for May 2008 for a 3,000 kW size
customer taking service from ComEd under new
Rate BES-A (Basic Electric Supply — Annual Price).
BES includes charges for Rate RDS, Retail
Distribution Service, PJM transmission related
charges, taxes, and the auction energy supply
costs. Results show that the equivalent Retail
Energy Supplier (“RES”) price based on May market
prices is significantly lower than ComEd’'s BES-A
charges. For a customer with a 70% monthly load
factor, the RES supply cost, including ComEd
charges is 8.1¢ compared to ComEd’'s BES-A cost
of 11.20¢ per kWh. This analysis assumes a May
RES price of 6.75¢ per kWh, including all PIJM
related costs for transmission and ancillary service.

Effective June 1, 2008, ComEd will only provide
Rate BES-Hourly service to customers having a
demand over 400 kW. Rate BES-H is an hourly
energy price service based on PJM's real-time
hourly price for the ComEd Zone. Prior to June
2008 ComEd offered a fixed price service to
customers in the 400 kW to 3,000 kW customer
classes. However, ComEd declared these
customers competitive in 2007 allowing ComEd to
only offer an hourly price. The over 3,000 kW size
customers were declared competitive in 2002.

Figure 7. May 2008 Retail Electric Cost
Comparison — ComEd BES-A vs. RES Supply
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PJM-ComEd Hourly and Day-Ahead Prices

Figures 8 and 9 show average daily hourly prices
for the PJM Chicago Hub for day-ahead and real-
time hourly prices for the January 2007 to April
2008 period. Average 2008 monthly prices and
historical calendar year prices are shown in Tables
9 and 10.

Table 9. PJM Day-Ahead Prices

(¢/kWh)
Day-Ahead
Avg Peak Off-Peak
Cal'05 4.69¢ 6.37¢ 3.64¢
Cal'06 4.10¢ 5.32¢ 3.34¢
Cal ‘07  4.53¢ 6.18¢ 3.54¢
Jan-08 5.03¢ 6.10¢ 4.36¢
Feb-08  5.40¢ 6.73¢ 4.60¢
Mar-08  5.79¢ 7.09¢ 5.05¢
Apr-08 5.75¢ 7.57¢ 4.54¢
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Table 10. PJM Real-Time Prices

(¢/kWh)
Real-Time
Avg Peak Off-Peak
Cal'05 4.65¢ 6.36¢ 3.58¢
Cal'06 4.15¢ 5.50¢ 3.31¢
Cal‘'07 4.57¢ 6.18¢ 3.59¢
Jan-08 4.75¢ 5.84¢ 4.08¢
Feb-08 5.49¢ 6.66¢ 4.80¢
Mar-08 5.91¢ 7.24¢ 5.14¢
Apr-08 5.43¢ 7.30¢ 4.20¢

The average day-ahead hourly price during April
was 5.75¢ per kWh and the average real-time
hourly price was 5.43¢ per kWh. Day-ahead peak
prices in April, based on ComEd’s 13-hour peak

period, averaged 7.57¢ per kWh. The average
real-time peak price during April was 7.30¢ per
kWh. Day-ahead and real-time off-peak average
prices during April were 4.54¢ per kWh and 4.20¢
per kWh, respectively. PJM hourly prices are up
since December 2007 due to increases in natural
gas prices. Natural gas prices generally sets the
margin cost of short-term power prices. Additional
operating reserve costs are added to PIM real-time
prices and are not included in the prices shown.
These costs can average 0.10¢ to 0.50¢ per kWh.

Figure 8. ComEd Day-Ahead Hourly Pricing
PJM- Chicago Hub Price
Daily and Monthly Average $ per MWH
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Figure 9. ComEd Real-Time Hourly Pricing
PJM- Chicago Hub Price
Daily and Monthly Average $ per MWH
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PJM opened its ComEd energy and capacity

markets on May 1, 2004. The energy markets
reflect PIM’s locational marginal costs (“LMP”) and
are representative of the daily wholesale market
and include the generation marginal cost,
transmission congestion cost, and cost of marginal
generation losses. PJM transmission costs,
ancillary costs, distribution losses, and supplier
mark-up fees are not included in the LMP price.
PJM reports day-ahead and real-time LMP hourly
prices for the following indexes:

1) Chicago General Hub
2) Chicago Hub

3) ComkEd Zone

4) Northern lllinois Hub

Illinois Regulatory and Energy Price Update is
prepared by:

Brad Fults, NEU Staff Support
Progressive Energy Solutions, LLC
bfults@progressiveenergylic.com|
Phone: 763-424-2377

Contact either Brad Fults or Charles Drake if you
have questions about information contained in this
bulletin or if you would like additional information
about the NEU. Charles Drake can be reached at
(630) 766-6677.
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