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2013–2014 Winter Polar Vortex

What happened?  Why have prices spiked?  How have Consumers been impacted? 
What do we have to say from a supplier’s standpoint?   
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Why Did Power Prices Skyrocket?

While increases in demand have certainly contributed to the high 
prices this winter, the most significant price driver was pipeline 
constraints that drove up the cost to transport natural gas (called 
“basis”) to electric generators.  Gas-fired generation represents a 
large portion of the generators in the Northeast and Mid-Atlantic; 
much of the time, it is the cost to generate electricity supply from 
natural gas that sets the price for all generators.  Shortages in 
gas supplies to gas-fired power generators meant that generators 
needed to buy high-priced supply in the spot market.  Spot gas 
prices at New England’s Algonquin Gas Transmission city-gates 
peaked at $75.48/MMBtu on January 22 according to Platts price 
data, compared to a 12-month average of $8.60/MMBtu.  That’s 
about 878% higher than the 12-month average.  Power prices 
in the same region peaked at 600% above the 12-month average 
(Day Ahead on-peak at Mass Hub peaked at $467.50/MWh on 
January 28, average winter prices were $163.09/MWh, and the 
12-month average was about $76.74/MWh).  Similar differentials 
were seen throughout most of the Northeast and Mid-Atlantic.  

The table below compares basis costs this winter compared to 
winter basis costs since December 2010, and average basis costs 
since May 2008.  This winter, New England’s Algonquin basis was 
about 337% higher than the average of the previous three winters.  
Tetco M3 which runs from the Gulf to New York was 538% 
higher, and New York’s Transco Z6 was 285% higher.

Northeast Basis  AGT Tetco Transco 

 
CG M3 Z6-NY 

Average May 1, 2008 to Current  $     2.26 $   1.18 $       1.74  

Average Dec 2013 - Feb 2014 $   14.71 $   6.50 $       9.83 

Average Dec 2012 - Feb 2013 $     8.14 $   0.70 $       5.08 
Average Dec 2011 - Feb 2012 $     1.59 $   0.40 $       1.19 
Average Dec 2010 - Feb 2011 $     3.36 $   2.52 $       4.09 
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As everyone living in the Northeast and much of 
the Mid-Atlantic knows, this has been one of the 
coldest winters east of the Rockies in recent history.  
We’ve experienced sustained periods of cold 
weather in these regions, and people have been 
turning up their heat and burning through more 
energy than anyone expected.  It’s not surprising 
then that electricity demand hit record highs this 
winter.  With consumers using significantly more 
energy and wholesale market prices at record 
highs, it has been a not so perfect storm resulting 
in shockingly high winter energy bills for many 
consumers exposed to the market.
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Not only has the dramatic cold had a severe impact on power 
prices, it also created numerous threats to the reliability of the 
grid.  PJM Interconnection (PJM), the Regional Transmission 
Operator that operates the power grid for more than 60 
million people in 13 states (Delaware, Indiana, Illinois, 
Kentucky, Maryland, Michigan, New Jersey, North Carolina, 
Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and 
the District of Columbia), issued numerous warnings and 
requests for curtailment during the month of January.  On 
January 7th and again on January 27th, PJM issued an alert 
asking consumers to conserve electricity.  On January 22nd, 
PJM also activated Emergency Demand Response across 
several zones, requiring curtailment of load and offering up 
to $1800 per MWh during those hours.  Throughout those 
same periods, Real Time electricity prices spiked as high as 
$1800 per MWh ($1.80 per kWh) in PJM during certain 
hours, compared to a 12-month average of $64.33per MWh 
(PSEG zone), a 2798% increase.  Prices in New York and 
New England also hit record highs nearing around $500 per 
MWh ($0.50 per kWh).  

Since those peak prices earlier this winter, we have seen prices 
moderate slightly.  However, experts suggest that we are likely 
to experience high prices over the next few winters as well, 
with structural relief at least a few years away.  Any proposed 
project to provide relief by reducing pipeline constraints will 
likely take years to complete, so consumers exposed to energy 
markets over the next few winters should expect higher-than-
average prices during those months.  Whether prices will be 
higher or lower than this winter will depend on a number of 
factors, including the severity and duration of cold weather.

How Did This Impact Customers?

Let’s start with the good news: Customers who had locked 
in to ConEdison Solutions’ fixed price contracts experienced 
no impact to their unit price.  Here’s why.  Unlike many of 
our competitors, ConEdison Solutions’ standard fixed price 
contract offers 100% usage bandwidth.  That means that if 
you use more or less electricity than you’ve historically used, 
we do not penalize you by passing through any increase in 
cost we might experience as a result.  This winter, consumers 
on-average used around 30% more electricity than they 
had historically used.  Much of that usage happened on the 
coldest days when prices were at their peak.  As your supplier, 
we went to the market and purchased additional power in 
order to supply you with power to meet your additional 

usage.  So, if we offered you a fixed price of 8-cents per kWh, 
for example, we purchased whatever excess was required at 
prices ranging as high as $1.80 per kWh.  If you were on a 
fixed price product we, as your supplier, incurred the full 
price exposure related to that excess usage, and protected you 
from any price increase.   

Now the bad news:  Customers who were not locked in to 
a fixed price contract, but were on a variable market-based 
product, saw a big increase in their bills this winter.  The 
market dynamics described above resulted in extremely high 
energy prices this winter, and customers on market-based 
prices were exposed to those prices (which ranged as high as 
30-cents per kWh).  The actual unit price customers on a 
market-based price received each month depended on what 
hours they used electricity and what market prices were 
during those hours.  So a customer who used a lot of power 
during the highest priced hours saw a much bigger impact 
than a customer who used less (whether they actively curtailed 
usage during those hours or just happened to use less power 
during those hours).

Note: Businesses that participated in Demand Response (DR) 
benefited in two ways: (1) They curtailed during the highest 
price hours resulting in lower usage and lower average bills for 
those months, and (2) They received significant payment from 
grid operators and their utility for their curtailment.  ConEdison 
Solutions offers DR services for businesses that have a building 
management system in place and can curtail 250 kW of demand 
or more when an event is called.

What Do We Have to Say from a Supplier’s Standpoint?

There’s no question this has been a rough winter for many.  
Even those customers on a fixed price who were protected 
from unit price increases may have experienced an increase in 
usage volume as a result of the cold weather.  

Customers on variable market-based prices were negatively 
impacted by the market dynamics that resulted in record-high 
prices this winter.  But, it’s important to put that into context 
and remember that many of those customers benefited from 
lower prices in the recent past when prices were declining.  
While that’s no solace to budgets for Q1 2014, when 
evaluating whether your purchasing strategy was the right 
one, it’s important to consider the months when you saved 
money, the months where you lost money, and your appetite 
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for risk or volatility.  The graph below shows average market 
prices over the past six years in New York City (Zone J), as an 
example.  You can see that market prices were on a downward 
trend for some time, resulting in overall declining prices 
for customers on a market-based price over the long period 
shown.

Additionally, while ConEdison Solutions’ fixed price 
customers were protected from this winter’s price volatility, 
not all fixed price customers were as lucky.  A number of 
smaller, less-financially stable suppliers have gone out of 
business as a result of this winter’s events – and customers 

served by such suppliers lost their contracts and were dropped 
back to their utility’s default service.  Customers being served 
by their local utility company were impacted in different 
ways.  Utilities that supply customers through variable rates 
either passed through these increases to consumers (as they 
incurred them, just as suppliers did), or may pass them 
through in some manner over the next few months.  Utilities 
that supply customers on fixed prices were impacted as well, 
and may pass these costs to customers through increases in 
future periods.
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So What Do We Recommend?

The first thing you should do is make sure you understand the product you’re 
currently on, and the allocation of risks between you and your supplier.   Make 
sure you review your contract carefully to differentiate the costs that are truly 
fixed versus any costs that may be passed through to you.  Then ask yourself if 
the product you’re on matches your risk profile.  

Next, gather helpful information about the market – what is the current price 
environment and how does it compare to the recent past?

Lastly, determine if you’re comfortable with the supplier you’re working with.  
Are they financially stable?  If you lock-in a multi-month fixed price contract, 
are you confident that your supplier will be around to serve you over the entire 
period?  Are you confident that they have the experience and expertise to guide 
you in the right direction?  Do you trust them?  Is their contract clear and 
straightforward?

 ConEdison Solutions strongly believes that the best policy is transparency – 
making sure customers have a clear understanding of the options available, key 
differences in those options, and risks versus benefits.  If you’re on a variable 
market-based product – price risk always exists.  Sometime such risk works in 
your favor, and sometimes it works against you.  As a supplier, it’s our job to 
make sure that you understand both the risks and the benefits so that you can 
make an educated decision and choose a product that best fits your needs and 
your risk tolerance.  And, if you’re uncomfortable bearing any price change risk, 
we offer fixed price options that provide full price protection.  

We encourage our customers, and any business looking for guidance on 
energy purchasing or use, to call us with questions about trends in the market, 
potential impacts on your business, and what energy options are available to 
meet your energy needs. 

If you’re a business, please contact a ConEdison Solutions  
commodity sales executive by calling 1-800-316-8011.

If you’re a residential customer, please contact a ConEdison Solutions  
customer service team by calling 1-888-210-8899

Providing integrated  
energy solutions that include:

 ▪ Energy Supply Pricing Plans
 ▪ Sustainable Energy & Services
 ▪ Energy Savings Performance   

 Contracting
 ▪ Design-Build Construction   

 Services
for commercial, industrial, federal, 
state and municipal government, 
healthcare and education markets. 

States of Operation

 ▪  C&I Electric Commodity:  
CT, DE, IL, MD, MA, ME,  
NH, NJ, NY, OH, PA, RI, TX, and DC 

 ▪  C&I Gas Commodity:  
NJ and NY 

 ▪ Residential Electric Commodity:  
 CT, IL, MD, MA, NY, PA, and DC  
 ▪ In regions where energy is  

 not directly supplied by   
 ConEdison Solutions (CES),   
 we will assist in developing   
 and evaluating RFPs to purchase  
 energy 
 ▪  Energy Services: Nationwide

Key Indicators
 ▪ Peak Load Served:  

 Approximately 4,000 MW
 ▪ Megawatt Hour Volume:  

 Approximately 12 million MWh 
 ▪ Annual Revenue:  

 Over $1 billion 
 ▪ Residential/Mass Market Accounts:  

 Over 270,000

ConEdison Solutions offers programs and services designed to help customers 
achieve their individual energy objectives and is accredited as an Energy Services 
Provider (ESP) by the National Association of Energy Service Companies (NAESCO).

ConEdison Solutions is a subsidiary and registered trademark of Consolidated 
Edison, Inc. (NYSE: ED).  More information can be obtained by calling 1-888-210-
8899 or visiting the ConEdison Solutions website at www.conedsolutions.com.


