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Don't blame auction

Letter to the Editor- Frank M. Clark,
Crain’s Chicago Business News
Feb 27, 2006

The article "Pols join power rate-hike fight" (Feb. 20) missed some important context.

The auction will not increase rates. Rates will increase because the cost of wholesale electricity
has increased, just like other energy products such as oil and natural gas. To blame the auction
for rising energy costs is like blaming your umbrella for the rain. The auction, in fact, keeps prices
as low as possible by leveraging the competitiveness of the wholesale market.

Despite all the talk of Exelon Corp.® earnings, ComEd® earnings have been declining since
2003. With a rate freeze extended into 2007, ComEd would be buying power for a higher price
than it is allowed to pass on to customers in 2007. This would amount to a potential revenue
shortfall projected at $3 million per day.

While the Citizens Utility Board and others might see nothing wrong with a financially broken
ComeEd, such a condition would have profound consequences for consumers.

With a ruined credit rating and access to capital more difficult and more expensive, ComEd would
be in a weakened position when going to market to buy power. Wholesale sellers of electricity
would charge a premium to cover the risk of not being paid. That would make the power that
ComEd buys for its customers more expensive. ComEd also would find it difficult to make the
needed investments in the delivery infrastructure that brings power to 3.7 million customers.

ComEd has committed that residential customers would see only single-digit rate increases in
2007, 2008 and 2009. Residential customers would still be enjoying rates at or below 1995 levels
through the end of the decade.

Frank M. Clark
CEO
Commonwealth Edison Co.
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ComEd readies fallback

Staff,
Chicago Tribune
Feb 24, 2006

Commonwealth Edison said it has arranged a $1 billion revolving line of credit as part of its efforts
to limit its relationship with Exelon Corp., its corporate parent. ComEd is facing opposition in its
efforts to purchase electricity through an auction, and has warned it will be in dire financial trouble
if it is forced to pay more for power than it charges its customers.

Critics argue that Exelon is highly profitable and the auction threatens to sharply raise residential
utility bills. "This transaction reaffirms ComEd® position that it will operate as an independent
entity," said ComEd President J. Barry Mitchell.
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Lawmaker challenges utilities on rate plan; Bill would block
auction, maintain rate freeze

Diana Thorn-Roemer,
The Freeport Journal-Standard
Feb 24, 2006

FREEPORT - State Rep. Lisa Dugan Friday fired a major legislative salvo in a long-anticipated
battle to stop a shift in the way electricity is purchased by lllinois utilities, a change critics contend
will hike lllinois consumer electrical rates more than 20 percent when a 9-year rate freeze expires
Jan. 1, 2007.

Dugan, D-Kankakee, proposed legislation to block a proposed reverse auction of electricity slated
for September. If her bill becomes law, it would extend the freeze to 2010 to provide time for
competitors to establish themselves in lllinois.

The bill is HB 5766.

Dugan, D-Kankakee, said she is not against companies making a profit. But she is opposed to
practices she feels may stifle competition and result in big rate increases that average lllinoisans
can ill afford.

“I have an issue with rate increases ... while (ComEd parent company) Exelon is making billions,”
Dugan said.

Last month the state® utility regulatory body, the Illinois Commerce Commission, unanimously
approved proposals by two lllinois utilities, ComEd and Ameren Corp., to hold a joint auction of
electricity. Utility officials maintain that the planned auction is an important means of ensuring
electricity is bought at the lowest possible rate when the mandatory rate freeze expires.

If attempts to halt auctions fail, the average Ameren residential bill could increase 20 to 35
percent and ComEd residential customers could see a rate increase of 15 to 20 percent,
respective company officials said.

But opponents say such auctions, which operate in reverse - one buyer, several sellers - of
commonly understood auctions, have failed to produce competition and savings in other states
where they have been implemented, notably New Jersey. In that state, consumers are seeing
double-digit increases on their statements, critics say.

Dugan is not alone in trying to keep things the way they are. lllinois Attorney General Lisa
Madigan filed suit in September 2005 seeking to block the ICC® decision to allow the state® two
largest utilities to purchase electricity via auction. That suit was dismissed in January, but
Madigan has said she is committed to continuing her legal battle at the appellate court level.

In Freeport, Northwest Community Action Agency Coordinator Kari Hintz heads the region® Low
Income Heating and Energy Assistance Program, providing vital assistance to low-income
residents struggling to pay soaring utility bills.
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She said if rates increase, people in the area will suffer. The government-funded LIHEAP is
already insufficiently meeting the needs of thousands of low-income residents in Jo Daviess and
Stephenson counties. Rising natural gas and heating oil prices have already pushed many of
them to the brink.

“It® going to be a huge hit to our clients that we assist up here,” Hintz said. “Not only the electric,
with the gas prices now, it® almost impossible to keep up. It® going to have a huge effect on the
whole community | believe, not just our clients.”

Though LIHEAP funds are running low, Hintz is nonetheless trying to educate consumers on how
to stretch their limited finances to keep the heat and electricity on. Toward that end, she has
scheduled a workshop at 9:30 a.m. Tuesday at the Stephenson County Farm Bureau, 210 W.
Spring St., where she plans to distribute energy-efficiency kits and offer pointers on saving
energy.

“The need is extremely great in this area. Every year there are more and more new people
applying, and just not enough money to assist people,” Hintz said.

Numerous lllinois consumer advocacy groups also are campaigning against removal of the
energy rate freeze. Gov. Rod Blagojevich, in the midst of an election year, also opposes the
changes.

Reacting to news of the proposed legislation, ComEd spokeswoman Tabrina Davis said the bill is
inconsistent with the ICC ruling on electricity procurement, and if approved, would result in
serious consequences for lllinois utilities and consumers.

She re-issued an earlier statement by ComEd Chairman and CEO Frank Clark saying that
ComEd® position has already been weakened by the rate freeze, and projecting a $3 million
shortfall per day in 2007 if the freeze stays in effect.

“Freezing rates when ComEd® costs to buy power are increasing would be irresponsible public
policy ... ComEd® financial viability will be immediately threatened, potentially triggering a crisis
not seen in this country since the California energy crisis of 2001,” Clark said in a press
statement.

He was referring to the situation five years ago in which a California utility went bankrupt and
others foundered in a matter of months following legislation deregulating the industry and
temporarily forcing utilities to absorb increases in energy costs rather than passing them on to
customers. Ultimately, the situation cost 135,000 jobs, raised the specter of rolling blackouts, and
produced a $21 billion loss that fell on the shoulders of consumers, she said.

A major auction of electricity, however, was part of the failed deregulation scheme in California,
though it® unclear whether it was conducted in the same manner proposed by the utilities for
lllinois.

The problem, Dugan said, is that alternative suppliers that could provide the competition to keep
prices at a fair market rate have not yet surfaced in lllinois. Given more time, they will, she said.
“There is no one but Exelon and ComEd in the northern part (of the state). Can it happen? |
believe it can if everybody is trying to make it a competitive market.”
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Exelon, parent company of ComEd, is one of the nation® largest electric providers with nearly
$12 billion in revenue and a customer base of 5 million. ComEd provides service to more than 3.6
million customers across northern lllinois, or 70 percent of the state® population.

Residential customers were given a 15 percent rate cut under the state® Electric Service Choice
and Rate Relief Law of 1997, and consumers saw an additional 5 percent reduction in October
2001. The 2001 rate cut was intended to provide savings to residential customers and allow time
for other utilities to enter the market.

Dugan said she® been getting plenty of input on the utility situation, including numerous letters
and calls from ComEd and Exelon employees telling her they would lose their jobs if her
legislation becomes law, and the rate freeze continues.




o~
o~
—_—
CONSUMERS ORGANIZED FOR FLECTRICITY

lllinois rate freeze has 'severe' implications for Ameren: S&P

Staff,
Platts Commodity News
Feb 22, 2006

Standard & Poor® Ratings Services said Wednesday the passage of proposed legislation calling
for a three-year extension of the current electric rate freeze in lllinois would have "severe" credit
implications for St Louis, Missouri-based Ameren Corp, which has a BBB+ rating.

Ameren® consolidated financial condition would weaken dramatically without the ability to
recover increased costs for power, S&P said. "In fact, Ameren has noted that the inability to
adjust rates to reflect full and timely recovery could, in the extreme, lead to its lllinois utilities filing
for bankruptcy," it added.

Ameren has three lllinois-based utility units: AmerenCILCO, based in Peoria; AmerenCIPS,
based in Springfield; and AmerenlP, based in Decatur.

Political and regulatory circumstances that could result in a bankruptcy filing caused S&P to lower
its rating on Ameren on Oct 3, 2005. The ratings on the company are not affected at this time
because the legislation has yet to be introduced, S&P said.

On Oct 3, S&P also cut its corporate credit rating on Exelon Corp and its subsidiaries, including
its lllinois utility, Commonwealth Edison, to BBB+ from A-.

S&P cited the heightened adversarial regulatory environment in lllinois, the potential impact of
cash flow degradation at ComEd on the consolidated entity, and its view that final regulatory
resolution of this dispute will weaken credit protection measures to a level more appropriate with
the lower rating.

The S&P analyst who covers Exelon and ComEd was not immediately available for comment on
how the legislation would affect the utility and parent company, but on Nov 29, 2005, S&P said
Exelon and ComEd would remain on CreditWatch with negative implications after a
reorganization of ComEd® board of directors and certain senior management positions.

S&P said the reorganization heightened concerns that underpinned the downgrade, which were
predicated on Exelon® stated concern that regulator® resistance to rate adjustments and a
competitive wholesale market could bankrupt ComEd.
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Legislative Watch; Electricity costs

Stalff,
Joliet Herald News
Feb 22, 2006

State Rep. Linda Chapa LaVia, D-Aurora, said Monday she is co-sponsoring a bill that would
extend the current freeze on electricity prices through 2010.

Under a deregulation plan devised a decade ago and approved by the lllinois Commerce
Commission last month, utilities like ComEd will begin buying power on an open market in 2007.
A free-market electricity system is intended to begin next year.

That likely will mean higher costs for consumers. Estimates for how big the increase will be range
from less than 15 percent to nearly 40 percent.

Deregulation advocates say market competition is the only long-term way to achieve realistic
prices for consumers and profit incentives to push power companies toward efficiency.
Democrats and the Citizens Utility Board watchdog group disagree.

The Citizens Utility Board on Monday said it would push for state legislation to extend the current
freeze on electric rates for another three years.

The watchdog group said ComEd® parent company, Exelon, is now the most profitable electric
utility in the nation, and would continue to post unreasonably high returns without any rate
increase.

ComEd officials said LaVia® effort is coming much too late in the game: The electric industry
already has restructured to fit deregulation plans and cannot be brought back with simple
legislative fiat.

"Freezing rates when ComEd® costs to buy power are increasing would be irresponsible public
policy and would have a profound impact on our state," said Frank Clark, chief executive at
ComEd.
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Legislator to propose rate freeze in lllinois; ComEd lashes out

Staff,
Platts Commodity News
Feb 21, 2006

An lllinois legislator plans to introduce a proposal later this week to extend until 2010 a 10-year-
old retail rate freeze that is set to expire Jan 1, 2007.

Commonwealth Edison on Monday blasted the proposal, saying it would put the utility in financial
jeopardy and could produce results similar to the California crisis of 2001.

The Citizens Utility Board strongly endorsed State Representative Lisa Dugan® proposal as the
right thing to do to prevent rate shock for 4.8 million lllinois customers.

ComEd and Ameren, the state® two largest electric utilities, won lllinois Commerce Commission
approval last month for a reverse power auction in September to procure up to 28,000 MW to
serve retail load in their service areas starting Jan 1, 2007. That® when the existing rate freeze,
in place since 1997, is set to end and move the state to full retail competition.

The rate freeze originally was set to end Dec 31, 2004, but before that happened the legislature
extended it for another two years. At the time, lawmakers said no competition had developed for
residential customers.

CUB Executive Director David Kolata said not much has changed since then. "It® now 2006 and
we still don®have competition for residential customers. The exact same arguments that
applied...when the General Assembly extended the freeze almost unanimously apply now," he
said.

Gov. Rod Blagojevich, a Democrat seeking re-election this year and an outspoken auction critic,
indicated his support for the rate freeze extension. Kolata is hopeful it will pass. "So far, we®e got
a pretty good response in the House from legislators we talked to," he said. "We know we@e up
against a pretty formidable opponent.”

ComEd warned of dire consequences if the rate freeze gets new life. "Freezing rates when
ComEd® costs to buy power are increasing would be irresponsible public policy and would have
a profound impact on our state," declared Frank Clark, the utility® chairman and CEO. "Without
the ability to recover the increased costs for power, ComEd® financial viability will be immediately
threatened, potentially triggering a crisis not seen in this country since the California energy crisis
of 2001," which led to the bankruptcy of Pacific Gas & Electric.

The utility also said an extended rate freeze would ultimately increase costs for customers. With
ComEd® financial condition weakened by a rate freeze, access to capital would be more
expensive and result in higher costs. "In that event, suppliers in the wholesale electricity market
would be reluctant to do business with ComEd since payment from the company would be
uncertain. The result would be higher costs for wholesale power that would ultimately be paid for
by consumers," the utility said.
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If the proposed legislation is enacted, it would threaten reliability in the state, ComEd added. With
a revenue shortfall in 2007 projected at $3 million/day, ComEd said it would find it difficult to
make the needed investments in the electricity grid that now serves 3.7 million customers. "It®
disingenuous for anyone to argue that should the rate freeze be extended, ComEd could lose $3
million a day," said Clark.




New bill: Extend electric rate cap

David Garbe,
The Beacon News (Aurora)
Feb 21, 2006

State Rep. Linda Chapa LaVia said Monday she is co-sponsoring a bill that would extend the
current freeze on electricity prices through 2010.

Backed by Gov. Rod Blagojevich and a variety of consumer advocates, the bill is the latest of
several attempts to halt the state® progress toward a free market electricity system that is
supposed to begin next year.

Under a deregulation plan devised a decade ago and approved by the lllinois Commerce
Commission last month, utilities like ComEd will begin buying power on an open market in 2007.
No one denies that will mean higher costs for consumers, although estimates for how big the
increase will be range from less than 15 percent to nearly 40 percent.

Although that might be painful in the short term, deregulation advocates say market competition is
the only long-term way to achieve realistic prices for consumers and profit incentives to push
power companies toward efficiency.

Democrats and the Citizens Utility Board watchdog group disagree, pointing out that the current
system seems to work fine.

lllinois residents today enjoy low-to-average rates compared with other states, and ComEd®
parent company Exelon has enjoyed an average profit margin of nearly 10 percent for the last five
years.

That® about normal for most regulated utilities, although the CUB has attacked Exelon for making
unfairly large profits off lllinois nuclear plants@ability to generate some of the cheapest power in
the world — thanks to the federal government® help in disposing the radioactive waste and
lllinois consumers@help in paying for plant construction through historically high electric rates.
Given all that, the political decision seems easy.

"Now is not the time for an electric rate increase," Chapa LaVia said. "l will not stand idly by and
let my constituents and small business owners have their pockets picked by companies that are
already making massive profits."

House Bill 1944, which Chapa LaVia is co-sponsoring with a representative from Kankakee,
seeks to freeze lllinois power rates at their current levels until 2010, hoping the electricity market
will have produced more competition — and thus lower prices — by then.

ComeEd officials said the effort is coming much too late in the game: the electric industry has
already restructured to fit deregulation plans and cannot be brought back with simple legislative
fiat.




Although it is owned by a corporation with the third-largest generating capacity in the country,
ComEd no longer has the ability to produce power on its own. ComEd® supply contracts,
negotiated under the terms of the 1997 deregulation plan that froze rates at a regional average
for 10 years, expire in 2007.

At that point, ComEd absolutely has to buy electricity at market rates, which today are
significantly higher than what the company is paying. And federal law prohibits Exelon from
making a special rate just for its subsidiary, said ComEd spokeswoman Tabrina Davis.

A legislated rate freeze could thus force ComEd into selling electricity to lllinois consumers at
rates below cost.

"Freezing rates when ComEd® costs to buy power are increasing would be irresponsible public
policy and would have a profound impact on our state," said ComEd CEO Frank Clark. "Without
the ability to recover the increased costs for power, ComEd® financial viability will be immediately
threatened, potentially triggering a crisis not seen in this country since the California energy crisis
of 2001."

In that case, extended blackouts dogged California as a result of energy companies that were
unwilling or unable to meet high demand because of low mandated rates.

The CUB discounts that worst-case scenario as impossible in Illinois, which has surplus
generating capacity and laws that prohibit power companies from shutting off the flow to
consumers for market reasons.




Watchdog backs extended freeze on electric rates

Robert Manor,
Chicago Tribune
Feb 20, 2006

The Citizens Utility Board is backing proposed legislation to freeze electric rates in lllinois through
2009 to head off a big increase expected next year, but Commonwealth Edison hints that could
wreck the company.

CUB issued a report Monday showing that Exelon, ComEd® corporate parent, is the most
profitable electric utility in the country. ComEd recently won permission to purchase power at an
auction in the fall, and Exelon will be one of the largest bidders.

"It® the largest potential fleecing of Illinois consumers we have ever seen," CUB executive
director David Kolata said. "Exelon ComEd is to electricity what Exxon Mobil is to oil."

lllinois residential electric rates have been frozen for nine years. That freeze expires at the end of
2006, and power bills are expected to jump sharply.

Kolata said that is unfair to consumers, as Exelon is remarkably profitable. He said the company®
stock has increased in value by $18 billion during the freeze, while consumers have saved $3
billion.

ComEd said its net income last year came to $522 million, on gross revenues of $6.3 billion.
Exelon reported gross revenues of $15.4 billion, and net earnings of $927 million.

The company said federal law prohibits Exelon from subsidizing ComEd.

"Exelon may be making money, but ComEd® profits are reasonable," said ComEd spokeswoman
Tabrina Davis.

She said the company stands to lose $3 million a day next year if rates continue to be frozen.

CUB is backing an amendment to House Bill 1944, expected to be introduced this week, which
would continue the freeze for another three years. Backers of the freeze say that because
consumers have no choice but to buy electricity from ComEd, the company should not be allowed
to profit excessively.

Exelon, which also supplies electricity and gas to the Philadelphia area and is the nation® largest
operator of nuclear plants, is certainly profitable.

The company earned $3.10 per share last year, and per share earnings have risen every year in
the last five.

The company® stock has increased by an average of 17 percent each year over the past five
years. By comparison, the Standard & Poor® index of the nation® 500 largest companies is up
less than 1 percent during that time.

But ComEd said an extension of the rate freeze would put Illinois in the same situation as




California during its 2001 energy crisis. There utilities were forced to pay more for electricity than
they could charge customers, leading to the bankruptcy of one utility and an expensive bailout by
the state.

"Without the ability to recover the increased costs for power, ComEd® financial viability will be
immediately threatened," said ComEd CEO Frank Clark.

The freeze legislation, expected to be introduced this week, is co-sponsored by Rep. Lisa Dugan
(D-Kankakee) and Rep. Elaine Nekritz (D-Northbrook).

"The governor supports the legislation," said Abby Ottenhoff, spokeswoman for Gov. Rod
Blagojevich.




Re-regulation coming for ComEd: New pricing will affect
consumers in 2007

Kimberley Mathisen,
The Star
Feb 16, 2006

Although lllinois electric consumers have enjoyed nearly 10 years without rate increases, that will
likely change in 2007.

By next year, rate cuts and freezes will have expired as ComEd makes the transition from a
regulated industry to a free-market system, according to J. Barry Mitchell, president of ComEd.

"Commonwealth Edison is committed to single-digit rate increases over time," Mitchell said.
Addressing the situation and explaining the process, Mitchell spoke at the Chicago Southland
Chamber of Commerce Regional Consensus luncheon on Monday.

He said the Rate Relief Law of 1997 will expire in December, setting the transition in motion for
ComEd® move from a regulated model to a competitive entity.

"It is beneficial to have everyone as knowledgeable as possible (about ComEd® position),"
Mitchell said. As part of the process, suppliers will take part in a "reverse auction," bidding from
high to low to deliver power to northern lllinois residents. "After 2006, customers can buy power
from other than traditional utilities," he said. "Edison will serve as a @ass-through,&or which we
don®make a dime."

An independent auction manager will oversee the reverse auction bid process to ensure fair
prices, he added. "If there is more supply than demand for the product, the prices will keep
coming down until a balance is struck," Mitchell said.

According to Mitchell, the auction process has many benefits for consumers.

"No participant has a distinct advantage," he said. "It also protects price volatility while providing
benefits of an openly competitive market.

"A reliable source of electricity at the lowest available market price is ensured with the auction
process."

The lllinois Commerce Commission retains the following responsibilities:

Oversight of the auction implementation.

Overseeing activities of the independent auction manager.
Retaining an independent auction monitor.

Overseeing and approving auction rules.

Qualifying bidders to the auction itself.

Conducting a formal annual review of the process and the results.




He added that this increase request will cover the cost of capital improvements as well as
address increased operating costs.

The audience of businesspeople and community leaders received a host of information about
ComEd® past performance, and the company® role in the future of electric power supply. Rather
than call the coming process deregulation, Mitchell said the move toward more electric suppliers
is "re-regulation."

"We®e seen this happen in the airline and other industries," he said.

Restructuring fosters competition — giving customers choices, more efficiency, innovations and
price discipline, Mitchell said.

Using informational charts, he highlighted customer advantages when compared with other cities
throughout the country.

"ComEd customers pay some of the lowest rates for major cities in the U.S.," he said, noting that
Chicago rates are lower than New York, Los Angeles, Boston and Philadelphia.

"Our pricing is competitive and, with this transition, we@ moving into a new era." Alternate
suppliers of power have increased, and Mitchell said nearly 24 percent of ComEd® total load is
now served by other retailers.

"Almost half of our (large customer) load is supplied by alternative suppliers," he said.
Looking toward the future, Mitchell said a key restructuring feature for ComEd will include
maintaining and improving the company® reliability to consumers.

"Since 2001, we have invested $3 billion in our distribution system."

The investments have been made to address growth issues and to meet increasing demand,
Mitchell said. He added that power outages have been reduced by 44 percent since 1998, and
the duration of the outages have improved by 53 percent.

"Rates will likely increase, but we are committed to easing residential customers@ransition from
an artificially low rate to a market rate."

Kimberley Mathisen may be reached at kmathisen@starnewspapers.com or (708) 802-8846.
FIND OUT MORE

Information about ComEd® transition is available at www.comedpost2006.com.

Those who would like to become active as an electrical power consumer, may visit Consumers
Organized for Reliable Electricity at www.illinoiscore.com.

Mitchell said the delivery portion (of electricity) is governed by the ICC. ComEd filed a rate case
with the ICC asking for an increase in its delivery rate.




lllinois Commission Rejects ComEd Rehearing Request

Kristina Henderson,
Dow Jones Corporate Filings Alert
Feb 15, 2006

WASHINGTON (Dow Jones)--Exelon Corp. (EXC) disclosed Wednesday that the lllinois
Commerce Commission rejected a petition by subsidiary Commonwealth Edison Co., which
requested a rehearing on some issues in an ICC decision handed down in January.

The company didn®detail in a filing with the Securities and Exchange Commission what specific
issues it wanted to address in a rehearing.

The ICC® Jan. 24 decision will enable Commonwealth Edison, or ComEd, to acquire power
through wholesale auctions to serve customers after long-term supply contracts expire at the end
of 2006.

The ICC® decision also included an annual prudence review on auction results and a measure
that prevented ComEd from pursuing five-year contracts through the auction.

Exelon is a public utility holding company and operates through subsidiaries such as ComEd.
ComEd® energy delivery business consists of the purchase and regulated sale of electricity and
distribution and transmission services to retail and wholesale customers in northern lllinois,
including Chicago.

-By Kristina Henderson, Dow Jones Newswires; 202-862-1344




Price hikes on way for ComEd customers, exec warns

Kimberley Mathisen,
Daily Southtown
Feb 14, 2006

Although lllinois electric consumers have enjoyed nearly 10 years without rate increases, that will
likely change in 2007.

By next year, rate cuts and freezes will have expired as ComEd makes the transition from a
regulated industry to a free-market system, according to J. Barry Mitchell, president of
Commonwealth Edison.

"Commonwealth Edison is committed to single-digit rate increases over time," Mitchell said.
Addressing the situation and explaining the process, Mitchell spoke at the Chicago Southland
Chamber of Commerce Regional Consensus Luncheon on Monday.

Mitchell said the Rate Relief Law of 1997 will expire in December, setting the transition in motion
for Edison® move from a regulated model to a competitive entity.

As part of the process, suppliers will take part in a "reverse auction," bidding from high to low to
deliver power to northern lllinois residents.

An independent auction manager will oversee the reverse auction bid process to ensure fair
prices, he said.

"If there is more supply than demand for the product, the prices will keep coming down until a
balance is struck," Mitchell said.

Using informational charts, Mitchell highlighted customer advantages when compared with other
cities throughout the country.

"ComEd customers pay some of the lowest rates for major cities in the U.S.," he said, noting that
Chicago rates are lower than New York, Los Angeles, Boston and Philadelphia.

"Rates will likely increase, but we are committed to easing residential customers@ransition from
an artificially low rate to a market rate," Mitchell said.




Auction hints of energy hikes: Illinois monitors Jersey power sale

Robert Manor,
Chicago Tribune
Feb 11, 2006

New Jersey proved this week what lllinois utility executives and consumer advocates had
predicted: The price of electricity is going to go up, a lot.

lllinois is planning to procure electricity for consumers through an auction in September. The
auction will set the price of electricity beginning in 2007 and is based closely on the annual
auction method used by New Jersey.

New Jersey held its auction this week, and the price of electricity rose 55 percent over last year.
Although residential electric rates won®go up that much immediately, they will start to rise steeply
for New Jersey residents beginning in June.

"My first reaction was not real good," said Jeanne Fox, president of the New Jersey Board of
Public Utilities. "We knew that it would go up. | am sure that we will get some feedback" from the
public.

lllinois consumer advocates and utility executives watched New Jersey® auction, looking for
trends and problems likely to appear when the auction is held here.

"We are looking at absolutely enormous rate increases here in lllinois if we go forward with a New
Jersey-style auction," said David Kolata, executive director of the Citizens Utility Board. "This
should be a warning to everyone in lllinois."

Although the phrasing was more restrained, Commonwealth Edison came to much the same
conclusion.

"The results are what we expected,"” said Judy Rader, a spokeswoman for ComEd. "While rates
increased in New Jersey as they will in Illinois, the auction worked."

Both New Jersey and lllinois have safeguards to smooth out big jumps in prices, with the effect of
spreading them over time. People aren®likely to pay less, they will just have more time to pay.
ComeEd, for example, has pledged to cap its electric rate increases at 8 percent next year, 7
percent in 2008 and 6 percent in 2009, no matter what price the auction determines. The catch is
that the utility wants consumers to pay back the savings over some as yet undetermined period of
time.

And like New Jersey, lllinois plans to stagger contract periods to smooth out big jumps in prices.
New Jersey bids out a third of its power needs each year in a three-year contract. This means
that the 55 percent increase in electric rate costs resulting from the current auction becomes a
nearly 14 percent increase for customers of Public Service Enterprise Group. ComEd® corporate
parent, Exelon Corp., is currently trying to acquire PSEG.

lllinois plans to stagger its contracts as well to help reduce big price swings.




In both states, utilities make no money on the electricity they buy from generators and distribute
to the public. Utilities like ComEd earn revenues from a delivery fee independent of the cost of
power.

But Exelon® fleet of nuclear plants will be bidding in the lllinois auction, raising concerns that it
will make use of ComEd® buying strategy at the expense of consumers. Both Exelon and ComEd
say emphatically that they will not share information on the bidding.

Although New Jersey, like lllinois, derives about half of its electricity from nuclear plants, a
significant amount of New Jersey® electricity comes from natural gas. Natural gas reached

record highs late last year, and although prices are down somewhat now, it is far more costly than
in the past.

Suzanne Leta, a consumer advocate at the New Jersey Public Interest Research Group, said the
problem with auction procurement of electricity is that natural gas has an inordinate effect on the
price of power.

"Even if you have lots of new plants and they are cheap to run, natural gas still sets the price,"
Leta said.

Natural gas is used to generate power at peak periods of demand, and so is essential to
maintaining power reliability.

lllinois is much less dependent on natural gas, and it is unclear how important it will be in
determining prices.

lllinois@electric rates were cut 20 percent and frozen nine years ago as part of deregulation of the
industry. That means prices here are apt to jump higher than increases in other states, as costs
have gone up but prices have not.

"What happened in New Jersey this week is probably the best we can hope for in Illinois," said
Rebecca Stanfield, director of the lllinois Public Interest Research Group.

Electric rate hikes in some other states are not reassuring.

Earlier this month, Delmarva Power, which supplies electricity to customers in Delaware,
Maryland and Virginia, received bids to supply electricity from generators in its region. Delmarva
uses a different method of procuring power than Illinois or New Jersey, and rates have been
frozen for seven years.

Delmarva then announced that residential rates would rise 59 percent in May.

"This increase in costs will mean that a typical monthly electric bill will go up about $54, from $91
per month to $145 per month" for residential customers, the utility said.

Merrie Street, a spokeswoman for Delmarva, offered a prediction for lllinois, where rates have
been frozen longer.

"It® going to be nasty," she said. "There is definitely going to be sticker shock."




NJ offers ill omen for lllinois electric bills

Steve Daniels,
Crain’s Chicago Business News
Feb 9, 2006

In an ominous sign for lllinois electricity rates, New Jersey power bills will rise more than 13% this
year under a new system that lets power generators bid for the right to provide electricity to the
state’s utilities.

lllinois regulators have approved a plan to switch to a similar system beginning in 2007.

If the results here are similar to New Jersey’s, the hit to local electricity bills could be far higher
given that the price of power established in the New Jersey auction was 57% higher than last
year’s. The impact on New Jersey utility bills was minimized because the state lets just one-third
of its customer demand out for bid each year. In lllinois’ first auction this September, it will auction
off all of the state’s demand (in subsequent years the state will switch to a one-third demand
model).

ComEd has pledged to hold annual increases to single digits for three years beginning in 2007
when a nine-year state-mandated freeze on its rates expires. If the prices it charges consumers
are below its cost to generators, ComEd insists it should collect the difference, with interest, after
the three years.

“The results in New Jersey are really what we expected to see,” a ComEd spokeswoman said.
“The results really showed that the auction worked” because the staggered contracts blunted the
immediate impact of the sharp rise in power prices on customer bills.

She also said that New Jersey power prices tend to be higher than Illinois’ because there are
fewer low-cost nuclear plants and more high-cost natural gas-fired plants.

A ComEd critic concurred with that assessment of the differences between the markets, but
warned that the New Jersey results still portend sharply higher prices here.

“The New Jersey auction is a glimpse into the future,” said Howard Learner, executive director of
the Environmental Law & Policy Center. “This is not good news for lllinois consumers. Residents
and business customers are in for sticker shock.”




Zell pulls the plug on ComEd power

David Roeder, Business Columnist
Chicago Sun-Times
Feb 9, 2006

Chicago billionaire Sam Zell has become the biggest real-estate tycoon here to defect from
Commonwealth Edison. Zell® Equity Office Properties Trust, owner of 25 buildings in the Chicago
area, now is buying power from NewEnergy Inc.

Equity Office said the deal, covering all of its 10 million square feet in the Chicago area, will save
tenants $1 million a year. NewEnergy executives said that amounts to 10 percent of Equity
Office® power costs.

Zell® firm isn®the first to cut the cords to ComEd. Sears Tower, the John Hancock Center and
the Aon Center have done it, although some are doing business with another part of ComEd
parent Unicom Corp. that sells discounted power.

NewEnergy Vice President Phil O&€onnor said Equity Office will become one of the company®
five biggest customers, smaller only than some industrial or institutional users. O@onnor, former
chairman of the lllinois Commerce Commission, said the 17-month deal started in January.
Equity Office® properties include 161 N. Clark, the Civic Opera Building and the Chicago
Mercantile Exchange towers.




Suppliers Given Opportunity to Comment on lllinois Auction
Contracts

Staff,
Power Market Today
Feb 8, 2006

As part of a power auction process approved by the lllinois Commerce Commission (ICC) last
month (see Power Market Today, Jan. 25 ), prospective suppliers are being given an opportunity
to offer comments on supplier forward contracts (SFCs) that specify the terms and conditions
under which winning bidders in the lllinois auction will supply power to Commonwealth Edison
(ComEd) and Ameren® lllinois utilities.

ComEd posted its draft SFCs to the lllinois Auction website on Jan. 31 and the Ameren lllinois
utilities will post their draft SFCs to the same website by Feb. 10.

All comments received in accordance with the process outlined on the website will be reviewed
and evaluated by a committee consisting of representatives from ComEd, the Ameren lllinois
utilities, NERA Economic Consulting and the staff of the ICC.

Potential suppliers are being advised that any comment that would put in jeopardy the SFCs©
compliance with previous ICC orders will not be considered. "Furthermore, comments relating to
issues that have already been reviewed and resolved by the ICC will not be considered," the
auction website noted.

While ComEd and the Ameren lllinois utilities "encourage potential suppliers to limit their
comments to the issues of uniformity between the SFCs across utilities and compliance with the
ICC orders, any comment that has the potential to improve the SFCs for both the utilities and the
suppliers will be given due consideration.”

Comments on the SFCs must be submitted by e-mail to the auction manager, Chantale LaCasse
of NERA Economic Consulting, at the following e-mail address: SFCcomments@illinois-
auction.com. Potential suppliers are asked to provide telephone and e-mail contact information in
the event that the review committee needs clarification regarding their comments. The deadline
for potential suppliers to provide initial comments is Feb. 24 at noon CPT.

Interim draft SFCs incorporating initial comments will be posted to the lllinois auction website by
March 13. After the interim draft SFCs are posted, potential suppliers will be given a final
opportunity to provide comments that further detail or clarify issues raised in their initial
comments. These final comments must be submitted by e-mail to the Auction Manager by March
20 at noon CPT.

The Ameren lllinois utilities€SFCs incorporating all comments will be posted to the lllinois auction
website by March 24. The ComEd SFCs incorporating all comments will be posted to the auction
website by March 31.

Any questions regarding the SFC comment process should be directed to:

SFCcomments@illinois-auction.com. The lllinois Auction website is http://www.illinois-
auction.com.




Future shock

Editorial,
St. Louis Post-Dispatch
Feb 4, 2006

Electric rates in the Land of Lincoln have been frozen since 1997. Under a deregulation scheme
approved that year, they will be tied to market rates in 2007.

That means utilities such as Ameren, which serves Southern lllinois, will have to buy the
electricity they sell to customers on the open market. Ameren has already spun off its electrical
generating arm into a separate business.

The market rate for electricity has skyrocketed over the last 10 years, driven largely by increases
in the cost of natural gas. Ameren generates just 2 percent of its electricity with gas, but it must
sell that power to the highest bidder. Come January 1, 2007, expect fits of nostalgia for the days
when Ameren generated its own electricity, sent it over power lines it owned and sold it directly to
residents and small businesses. Most energy experts predict electric bills for Ameren’s lllinois
customers will rise by 20 to 25 percent when the new rules take effect. The real question for
electrical customers is whether bills jump right away or are phased in over several years.

The phase-in would be less painful for consumers. But it requires action by lllinois legislators.
This is an election year, and politicians aren’t anxious to leave their fingerprints on anything that
looks or smells like a tax or fee hike. The phase-in has yet to attract serious attention in
Springfield.

Electric rates can’'t been held down artificially, as they have been for the last few years, without
seriously damaging the utility’s viability. At the same time, a 20 percent to 25 percent rate hike will
cause serious hardships for many residential and small business customers.

In the long run, de-regulation might moderate electric rates in Illinois. But things are likely to get
bumpy in the meanwhile. Wholesale electricity markets are still developing. And while customer
choice is a good thing, there still isn’t real retail competition.

lllinois lawmakers should move quickly to approve a phase-in plan for electric rates. Otherwise,
small businesses and the poor are in for a real future shock.




Box gets 50-50 shot at Senate’s OK as ICC head: The former mayor
and the committee chairman also clear the air

Aaron Chambers,
Register Star Springfield Bureau
Feb 3, 2006

SPRINGFIELD — Just before the Senate voted on Gov. Rod Blagojevich’s last pick to head the
panel that regulates lllinois utilities, the chairman of the Senate’s screening committee called the
governor’s choice an exercise in futility.

This time around, former Rockford Mayor Charles Box is in line to lead the lllinois Commerce
Commission. Perhaps the fact that the committee chairman has not similarly deep-sixed his
nomination represents the best odds Box could expect.

“Mayor Box has just as good a chance of making it as the Pittsburgh Steelers have of winning the
Super Bowl, or the (Seattle) Seahawks — 50-50,” Sen. Rickey Hendon said Thursday. The
Chicago Democrat is chairman of the Senate Executive Appointments Committee.

“l don't believe in the point spread,” Hendon added. “Anybody could win that game, and it's the
same with Mayor Box.”

Box, reached by phone, replied: “It sounds good to me.”

Blagojevich picked Box, his fellow Democrat, in mid-January to chair the ICC after the Senate
rejected his nomination of Marty Cohen, former executive director of the pro-consumer Citizens
Utility Board, to head the five-member ICC.

Senate President Emil Jones Jr., D-Chicago, and several other senators complained that Cohen
might be too biased in favor of consumers to give Commonwealth Edison and other utilities a fair
shake. And Hendon complained that Blagojevich failed to consult with him before picking Cohen.
“I'm not an arrogant, pompous person,” Hendon said. “But the (lllinois) Constitution calls for
advice and consent of the Senate (regarding the governor’'s appointments) and not just letting me
know something at the last moment.”

Box met Wednesday with Jones and Hendon in Springfield. Hendon said he spoke separately
with John Harris, the governor’s chief of staff, regarding Box.

Box is serving as ICC chairman and will continue to do so unless the Senate rejects him.
Hendon also said he and Box discussed a misunderstanding involving a meeting that Hendon
said he scheduled with Box on Martin Luther King Jr. Day. Box didn’t show up at Hendon'’s office
and said later that he hadn’t agreed to a meeting.

“He apologized for any misunderstanding, as did I,” Hendon said Thursday. “We still don’t know
where the ball was dropped. But we're beyond that now.”




