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ComEd ratings cut on concerns of future cash flow

Reuters,
Crain’s Chicago Business
Jul 31, 2006

Fitch Ratings on Monday cut its ratings on power provider Commonwealth Edison Co., a unit of
Exelon Corp., citing an unfavorable rate order issued by the Illinois Commerce Commission.
Exelon said on Friday that the commission approved its request to raise electric delivery rates,
but only by $8.3 million, a fraction of the $300 million raise it had requested.

Fitch cut Commonwealth Edison® issuer default rating by two notches to "BBB-minus," one step
above junk status, from "BBB-plus.” The outlook is negative, signaling that another rating
downgrade is likely over the next one to two years.

"The negative outlook considers the continued uncertainty regarding the power procurement
process to be implemented in Illinois in January 2007," Fitch said in a statement.

Commonwealth Edison has proposed capping residential rate increases over the next three
years, and deferring and recovering power procurement costs that exceed the cap between 2010
and 2012. The plan could result in less than full recovery of electricity generation costs, however,
and hurt the company® cash flow, Fitch said.

It is also unclear what impact the Illinois Commerce Commission® decision on electric delivery
rates may have on Commonwealth Edison® plan, Fitch said.
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CWLP talking with builders of McLean County wind farm: Could supply power required by
deal with Sierra Club

Chris Wetterrich,
The State Journal-Register
Jul 20, 2006

City Water, Light and Power has been talking to a company building a wind farm in McLean
County about buying wind energy to fulfill its obligations under the city® proposed agreement with
the Sierra Club.

City leaders are debating an agreement under which the environmental organization would drop
its objections to CWLP® proposed $500 million coal-burning power plant in exchange for the
utility buying 120 megawatts of wind capacity for itself and state government. CWLP also would
take other steps to conserve energy and reduce emissions.

But lllinois currently has no wind farms with 120 megawatts of capacity. That raises questions
about how CWLP will be able to meet the terms of the proposed agreement and how CWLP, a
relatively small player in the power market, will fare if it goes up against the state® big utilities to
try to secure much-desired wind power.

CWLP has said it believes it will be able to get a contract to buy reasonably priced wind power.

A spokesman for Mayor Tim Davlin confirmed Wednesday that CWLP has had meetings with
Horizon Energy - a Texas-based renewable-energy firm owned by the financial services company
Goldman Sachs - and other wind energy firms.

"It was informing them about our project in the hopes that they may be an interested party for a
power purchase agreement," Bob Crowell, development director for Twin Groves Wind Farm,
said of the meetings. "We have not been in advanced stages of negotiating prices."

The wind farm® first phase will be complete by the end of the year, Crowell said, after which it will
be able to produce 200 megawatts of energy. The second phase probably will be complete by
2007. After that, the plant will reach its full capacity of 400 megawatts.

Crowell said Horizon has been talking to power marketers and other parties about buying wind
energy.

The city started talking to Crowell two or three years ago, when Horizon announced the wind farm
project, and began discussion about soliciting bids for power "months ago," he said.

Asked after Tuesday® Springfield City Council meeting whether he could confirm that the city
was talking to Horizon or other producers, Davlin said, "I can@ | don®know the answer to that
guestion."

Asked how the mayor did not know the city was in discussions with wind power producers,
spokesman Ernie Slottag said Wednesday, "He might not have been totally up to speed on all the
details. But he® been briefed on it (now)."

Slottag declined to name the other companies the city has talked with, saying, "It® really kind of a
privacy thing."
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The availability of wind power is a concern to Ward 3 Ald. Frank Kunz, who could be a key vote
on whether the Sierra Club agreement is approved. The state® two existing wind farms generate
105 megawatts of power.

Commonwealth Edison is currently purchasing all of the power produced by the Mendota Hills
wind farm in Lee County, said Arlene Juracek, vice president of energy acquisition for ComEd. It
can generate about 50 megawatts.

The Crescent Ridge wind farm in Bureau County is selling all of its 54.4 megawatts to the PIJM
regional energy market, Juracek said. PJM is an energy market for 13 states and the District of
Columbia.

However, lllinois has become a hot area for wind farm development. Studies have shown several
thousand megawatts of capacity could be built, Juracek said.

The American Wind Energy Association® Web site lists nine wind energy projects, other than the
one in McLean County, currently proposed in lllinois by five companies.

Patricia Shorr, a Columbus, Ohio-based developer of wind energy who worked on the Crescent
Ridge project, said demand for wind power has increased to the point that developers don®need
to lock in buyers before building. She has been in the business for 20 years.

"I never would have imagined financing and selling a wind energy project without a power
contract in place," she said.

But it® unclear whether any of the projects other than the one in McLean County will be finished
by Dec. 1, 2008 - the date by which CWLP must have contracted to buy wind energy or be forced
to buy its own wind turbines.

Representatives from two of the companies proposing five of the projects - Navitas Energy and
Midwest Wind Energy - could not be reached for comment Wednesday on the status of their
plans. Those companies also own the two existing lllinois wind farms.

Horizon has two other projects in the works, one in Livingston County and the other in Logan and
Tazewell counties. Crowell said the most realistic completion dates for those would be 2008 and
2009, respectively.

Another concern regarding the city® deal with the Sierra Club is how much wind energy will be
eaten up by the state® two largest utilities, both of whom may soon be required to get 2 percent
of their energy needs from renewable sources.

ComEd, which serves much of the Chicago area, has no long-range contracts with existing wind
providers, but requested bids for a long-term, 300-megawatt contract in anticipation that the
lllinois Commerce Commission will approve the 2 percent standard.

Kunz said he wants to know exactly how much the city will have to spend on wind power and
what the city will do if demand for wind power exceeds supply.

"My biggest concern is we want to be close to a finite number," Kunz said of the costs of the wind
power.
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Village asked to join electricity cooperative

Lynda J. Hemmerling ,
The Star Newspapers
Jul 16, 2006

Crete and dozens of other municipalities are being asked to join a purchasing cooperative to seek
lower electricity prices in light of the deregulation of ComEd slated for the first of the year.

David Hoover, executive director of Glenview Utility Bill Auditors, is redirecting his efforts into a
new company known as Northern lllinois Municipal Electric Cooperative. As Glenview Auditors,
Hoover navigated through the 600 pages of ComEd® rate book to help 88 municipalities find
lower rates.

Now, Hoover is asking those municipalities and others to join NIMEC. Hoover gave a
presentation last week to the Crete Village Board and will be giving similar presentations to
Glenwood and Sauk Village this week. Hoover said he is confident NIMEC will be able to help the
municipalities negotiate a lower price for electricity.

Hoover said other area clients have included Beecher, Chicago Heights, East Hazel Crest,
Flossmoor, Hazel Crest, Homewood, Park Forest and South Holland.

Deregulation will be effective Jan. 1, Hoover said.

He said ComEd has transferred its nuclear reactors and other generation facilities to its parent
company, Exelon.

"ComEd will no longer generate electricity for its customers. It will simply deliver the power
through a distribution network," he said.

"In essence, ComEd will become a @ires€@ompany and it will buy power on behalf of its
customers."

Meanwhile, state Rep. George Scully, D-Flossmoor, was at Crete® meeting to pay kudos to
Mayor Mike Einhorn about a recent, well-attended llliana Expressway meeting. The proposal,
which has been discussed in some form or another for almost 10 years, could bring an
expressway from LaGrange Road southeast to Interstate 65 south of Cedar Lake in Indiana.
Scully, who serves as chairman of the state® Electrical Oversight Committee, shared a few ideas
after Hoover spoke.

He said ComEd had left the "production” arena about six years ago and has sold its nuclear
power plants. The issue with Exelon is that energy generation would be done by an unregulated,
publicly held utility company, Scully said.

Einhorn said he thinks the South Suburban Mayors and Managers Association is considering a
similar purchasing cooperative.

ComeEd plans to hold a "reverse auction" in September 2006 so electric suppliers — including
Exelon — can bid on the price of power it would sell to ComEd, Hoover said. ComEd would select
the lowest priced bids to fulfill its 2007 needs.
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NIMEC plans in October 2006 to conduct its own bid after the auction rates are known.
NIMEC has established relationships with four of the largest electric suppliers to the northern
lllinois market, Hoover said.

NIMEC will be able to "negotiate directly with power suppliers," with its "aggregated” membership
volume, Hoover said.

"I am confident we can beat the auction rate" and provide electricity to municipalities at a lower
rate than ComEd, Hoover said.

After deregulation in 2007, competition will dictate the price of electricity as new electric suppliers
could compete against Exelon, Hoover said.

Because ComEd has held its prices fixed for the last nine years, despite rising costs, the price for
electricity in 2007 is expected to rise 20 to 40 percent, depending upon a customer® current rate
structure, Hoover said.

NIMEC is charging a $100 annual membership fee for municipalities.

The full, 100 percent savings — between the auction rate and the lowest bid received by NIMEC
— will be realized by each individual NIMEC member, Hoover said.
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Electricity buzz in Naperville: Businesses concerned with possible rate hike when new
contract goes into effect

Jill Jedlowski,
Daily Herald
Jul 11, 2006

On the heels of a significant, newly inked contract to buy Naperville's electricity at wholesale,
business leaders Monday had some questions.

Foremost on their minds, while at a legislative committee meeting of the Naperville Area
Chamber of Commerce, was how the new agreement would affect electric rates for businesses.
While no answers were immediately available, it's a matter that Phoenix Closures, for one, is
staying abreast of.

“Electricity is our fourth largest cost, so we're following it closely,” said Jeff Davis, a vice president
for Phoenix, a manufacturing firm that specializes in plastic caps for bottles and jars. The
company is headquartered in Naperville.

On Friday, the city council signed off on a four-year, $437 million contract to buy electric power
from J. Aron & Company/Goldman Sachs. The city’s current contract with ComEd expires in May.
City officials have said it's too soon to tell how the new rates exactly will affect businesses or
residents. A planned cost analysis study is expected to shed light on that. One thing they do
know, however, is that prices will rise. The question is, how much?

City Councilman Kenn Miller said at Monday’s meeting that the contract’s purpose is to minimize
price increases to individual customers.

Davis of Phoenix Closures said his company has two other plants in lowa and Tennessee. The
latter is new and underutilized and rising energy costs may necessitate a shift in operations.

“We have some ability to move production according to cost,” Davis said. “It's not a threat, but it is
what it is. ... In our industry, there are tremendous cost pressures.”

As one of the city’s main energy consumers, Edward Hospital also is watching the issue.

“It's something we monitor and keep an eye on and something we’d certainly be concerned
about,” said Edward spokesman Keith Hartenberger. “The rates over the years have been very
fair for Edward.”

A spokeswoman for Tellabs said company officials are aware of the impending changes, but they
are not prepared to comment until new rates are set.

One rate increase of about $7 per megawatt/hour will occur Jan. 1 under the city’s current
contract. It will be Naperville's first since 1986. The second surge will hit June 1 under the new
contract, boosting the rate another $10 per megawatt/hour.

How that translates to the individual user remains to be seen. City Finance Director Doug Krieger
has said such rates will not inflate as much as will the rate to the city.
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Bidders eye ComEd energy auction

Karen Shoffner,
Pioneer Press
Jul 6, 2006

Economic consultants managing lllinois@irst energy auction announced that more than 20
prospective electricity suppliers are on track to participate.

ComEd will buy its electricity supply for residential and most business customers through the
auction, scheduled to start Sept. 5. The auction will help determine ComEd® rates taking effect
Jan. 1, 2007. NERA Economic Consulting, which will manage the auction, presented information
about the process June 29.

A rate freeze for all ComEd customers and a rate reduction for residential customers was
implemented in 1998, and has been in effect since that time, after the General Assembly
deregulated the state® electricity industry in 1997. The freeze and reduction expire at the end of
this year. ComEd is going to the open market to buy electricity for its customers.

ComEd® will purchase wholesale power through a "descending clock auction” that will be
conducted online. In this format, suppliers state how much electricity they are willing to supply at
opening prices suggested by the auction manager. If bids from suppliers exceed the amount of
power sought, the auction manager will keep reducing the price until no excess supply is left. The
range of opening prices related to rates for residential and small- and medium-sized business
customers will be from $75 per megawatt hour to $104 per megawatt hour.

Prospective suppliers have successfully completed the first part of the two-part auction
application process. In the second part, prospective suppliers will submit preliminary offers by
July 25 that will be supported by financial guarantees.

Chantale LaCasse, NERA senior vice president, said identities of the bidders in the electricity
auction will not be made public until a report is issued in December, three months after the
auction and a month before the new rates would go into effect.

According to information found at the Citizens Utility Board Web site, ComEd® rates could
increase next year by 40 percent.

ComEd® rate stabilization proposal would cap average residential increases to 8 percent, 7
percent and 6 percent in 2007, 2008 and 2009, respectively. Costs that exceed the caps would
be deferred and recovered over three years, from 2010 to 2012, under the company® proposal,
which is subject to approval by state regulators.
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lllinois Governor signs bill on real-time prices for residents

Staff,
Platts Commodity News
Jul 5, 2006

lllinois Governor Rod Blagojevich signed a bill requiring Commonwealth Edison and Ameren to
provide residential consumers with access to hourly, market-based electricity prices, an official
with the Community Energy Cooperative said Wednesday.

The law requires utilities to begin offering a real-time pricing option for residents by January 1,
2007. That is the same date new utility prices from their power supply auction, to be held this fall,
are expected to begin.

The law will allow residential customers to select the auction results and pay a fixed rate
determined by the auction, or a real-time pricing option and pay an hourly rate based on the
changing market price of electricity, with higher prices during peak periods and lower prices
during off-peak hours.

The CEC has operated a pilot real-time pricing program in northern lllinois since 2003, with about
1,400 households participating, said Anthony Star, assistant manager at CEC. Over the course of
the pilot program, customers have saved money compared with paying a fixed rate from ComEd,
Star said.

The lllinois Commerce Commission must approve a real-time pricing program and rate structure
before it can take effect, the CEC noted. Star said both utilities have rate cases pending at the
ICC that include real-time pricing options, including additional costs for advanced meters. In
ComEd® case, those costs are estimated to be about $5/month for participants, he said.
Blagojevich has been opposed to the utilities@nove to market-based rates for residential
customers through a joint auction, but the Legislature passed the bill with a large majority earlier
this year, Star noted.

"If you want efficient markets, you need demand response,” and the real-time pricing option gives
residential customers a chance to reduce their usage and save money, though there will be more
volatility involved. Customers who sign up for the option would receive consumer education and
support to assist them in managing their energy use and costs.




