CONSUMERS ORGANIZED FOR ELECTRICITY

Utilities tell ICC electricity demand to increase slightly

Stalff,
Tribune
May 31, 2006

Energy utilities told lllinois regulators Wednesday that they expect demand for electricity to rise
slightly this summer compared to the year before, officials said.

ComEd and Ameren Corp., the state's two largest electricity producers, said they expected to see
demand for electricity increase by around 2 percent compared to last summer, lllinois Commerce
Commission spokesman Brian Sterling said.

ComEd, Ameren Corp. and several other companies met with members of the ICC in Chicago on
Wednesday to discuss electricity demand. The meetings are held each spring.

"They said that things look good in lllinois," said Sterling. "There are no shortages in supply and
no problems with distribution."

ComeEd also told the ICC it was investing $146 million in summer projects to further improve the
reliability of its electricity supply, including by building new substations and upgrading distribution
lines.

ComeEd provides service to around 3.7 million customers in northern lllinois, or about 70 percent
of the state's population. Ameren has about 1.2 million electric customers in lllinois.




CONSUMERS ORGANIZED FOR ELECTRICITY

DJ lll. Regulators To Rule On Public Access At Power Auction

Mathew Dalton,
Dow Jones Commodities Service
May 30, 2006

lllinois regulators are poised to decide whether electricity suppliers can meet without public
participation to discuss a controversial plan to charge lllinois residents market prices for their
electricity.

Lisa Madigan, the lllinois attorney general, filed a complaint last week with the Illinois Commerce
Commission, asking that the utility regulator require Exelon Corp. (EXC) and Ameren (AEE)
subsidiaries to open meetings scheduled next week to the public.

ComEd, Exelon's utility unit, and utilities owned by Ameren will hold auctions in September for
suppliers who will bid to provide electricity to the utilities' customers. The auction plan is
controversial, as the electricity that ComEd will buy from the wholesale market is expected to cost
lllinois residential customers at least 25% more than they now pay for power.

The companies have scheduled closed meetings with potential bidders in early June.
Madigan argued that holding the closed meetings could lead to suppliers to artificially increase
prices by refusing to compete with each other for the opportunity to supply the utilities.

"Closed meetings involving wholesale electric suppliers increase the risks of anti-competitive
behavior such as strategic bidding, coordinated interaction and collusion which could drive up
prices in the lllinois Auction," the attorney general said in the complaint, filed May 18.

Unfortunately for Madigan, an administrative law judge last week recommended that the
commission reject her complaint, saying there were adequate safeguards in place to prevent
bidder collusion without public participation.

NERA, the consulting firm the utilities have hired to run the auction, is holding two sets of
meetings: one for the public and media, and the other for potential suppliers only. The public
meetings are scheduled to take place in New York on June 1 and Chicago on June 29, while the
bidder-only meetings are scheduled for June 6 in New York and June 7 in Chicago.

ComeEd officials said the utility didn't want to limit public participation.

"We're trying to identify different audiences for different types of information," said Bill McNeil,
director of regulatory and strategic services at ComEd.

ComEd has no objection to a representative from the attorney general's office attending the
bidder meetings, company officials said. Staff from the lllinois Commerce Commission, who are
scheduled to attend the closed meetings, will prevent suppliers from colluding with each other,
they added.

The commission has placed Madigan's complaint on the agenda for a meeting scheduled
Thursday, said commission spokesman Brian Sterling.

Madigan has also sued the Commission to prevent the auctions from going forward. That case is
now being considered by two lIllinois appeals courts.
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ComEd asks payback after 3-year rate cap

Mary Wisniewski,
Chicago Sun-Times
May 24, 2006

ComeEd filed a proposal with state regulators Tuesday that would cap electric rate increases for
residential customers for the next three years -- with extra costs to be paid by customers later,
with interest.

ComEd has already publicly discussed its so-called "cap-and-defer" program, which the company
says will ease customers' transition from a nine-year freeze of electric rates. The filing with the
lllinois Commerce Commission allows the plan to be considered by the ICC in a formal
proceeding.

The proposed caps would limit the increase for residential rates to 8 percent in 2007, 7 percent in
2008 and 6 percent in 2009.

"We believe this rate stabilization proposal is the best way to temper the transition to market rates
for our customers," said Frank M. Clark, ComEd chairman and CEO.

Citizens Utility Board Executive Director David Kolata characterized the cap-and-defer proposal
as a "payday loan." The plan would charge customers for any cost increases ComEd incurs
beyond the caps, with interest, between 2010 and 2012.

"Only ComEd could come up with a rate mitigation plan that causes customers to pay more,"
Kolata said. "It's not a good plan for customers at all."

Since 1997, lllinois residential rates have been reduced 20 percent and frozen through this year.
ComEd's costs to buy wholesale electricity are expected to go up this fall as it enters into a
competitive auction process to buy power.

ComEd Chief Financial Officer Bob McDonald explained that the interest charge to customers is
necessary to recover costs to finance the cost deferral. The company says that the national
average residential electricity rate is 11 percent higher than ComEd's, so that even with a rate
increase, electricity will be a good value for lllinois customers.

ComeEd officials said Tuesday that it could end the cap program early if the utility's financial
condition becomes "distressed" and its senior unsecured rating from at least one of the three
major credit rating agencies falls below investment grade.

McDonald called the termination plan a "safety net," to make sure the company stays financially
viable.

Kolata said the termination plan makes the terms of the cap-and-defer program "even worse."
Asked how the company would protect against 50 percent or higher rate increases after the cap-
and-defer period, McDonald said the company couldn't provide protections "in perpetuity."

"What happens after three years is a whole lot of speculation,” he said.
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ComEd auction ‘public meeting’ set for New York City

Joe Baker,
Rockford River Times
May 24, 2006

Charles Box lllinois Attorney General Lisa Madigan has filed a complaint against Commonwealth
Edison and Ameren, which is the parent company for Central lllinois Light Co., Central lllinois
Public Service Co. and lllinois Power Co.

The public meeting to disclose more about lllinois’ upcoming and controversial power auction will
be conducted in New York City, 900 miles from the Prairie State, according to NERA Economic
Consulting, which is based in NYC.

NERA said the session is scheduled for the Jumeirah Essex House on June 1, more than three
months before the Sept. 5 reverse auction that would furnish power for Commonwealth Edison
and Ameren, the two largest power companies in lllinois.

Two other meetings, closed to the public and press, will be June 6 in New York City and June 7 in
Rosemont, lll. These meetings are restricted to bidders only.

Why is the public meeting set for a distant location? NERA spokesman Georgina Martinez said
the lllinois Commerce Commission, now headed by former Rockford Mayor Charles Box, wanted
the meeting held “out of town,” according to Platt's. TRRT was unable to contact Box.

ICC spokesman Beth Bosch denied that claim, saying it was news to her. After she learned that
the meeting was indeed to be held in New York, Bosch said she contacted the auction manager
to find out why that location was chosen. She said that so far she has received no answer.

Bosch said the commission learned Thursday, May 25, of Madigan’s complaint. She said
whoever wants to participate in a hearing and testify will get the chance to announce that. Then,
“an administrative law judge will be assigned to set the schedule. The commission staff will file its
response,” and ultimately the matter will come before the entire commission for a decision.

The ICC, Jan, 24, issued an order authorizing the auction but, Madigan said, the order said in
part that “a utility’s procurement process [should] be highly transparent.” The commission also
created the lllinois Market Monitoring Unit (IMMU) to “enhance the openness and transparency of
the auction process and the wholesale market.”

Martinez said even though the June 1 program is referred to as “The lllinois 2006 Auction
Meeting for the General Public,” it has another purpose as well, namely, giving “potential
suppliers [a chance] to find out more about the auction.”

Many suppliers have already indicated an interest in participating in the auction to buy up to
28,000 megawatts to serve the retail load in areas served by ComEd and Ameren beginning Jan.
1, 2007. Martinez said she could not disclose the actual number for “proprietary” reasons.

The auction plan has come under heavy criticism from lllinois Gov. Rod Blagojevich and other
lllinois officials, such as Attorney General Lisa Madigan and the Citizens Utility Board (CUB).
They warn the auction is likely to result in rate increases for ComEd and Ameren customers of
more than 40 percent in 2007.
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Madigan has filed suit to overturn the ICC’s order of Jan. 24 authorizing the auction. ComEd
serves more than 3.6 million residential, industrial and commercial customers in Northern lllinois.
CUB says ComEd customers are facing a potential average increase of $266 a year per
customer, and the average Ameren customer will pay $287 more. It says the auction is the main
reason rates will rise.

That's not all. The two utilities want more money to deliver electric power to your home or
business. ComEd wants an additional $336 million annually, and Ameren is asking for $202
million more. This while Exelon, ComEd'’s parent company, revealed record profits of $2.1 billion
last year. Ameren’s profits went up 18 percent to $628 million.

CUB stated the auction method has only been tried in New Jersey, where energy costs recently
leaped 55 percent.

Madigan’s complaint says the Enron-like decision of the auction manager to hold closed sessions
for bidders is contrary to the commission’s order requiring transparency. She calls on the ICC to
order the utility companies to comply with the commission orders regarding the auction.

She noted that closed meetings with wholesale electric suppliers raise the likelihood of anti-
competitive bidding and collusion that could hike prices. A separate meeting for press and public
in New York City, Madigan said, does nothing to lower the risk of such bidding behavior and does
little to aid openness in the bidding process.

The lllinois wholesale power procurement process is developing along the lines of the New
Jersey auction, according to Michael Brosius, vice president of commaodities at Morgan Stanley.
The bank—as a power marketer—has taken part as a supplier in New Jersey since the first
auction and is involved in developing the lllinois plan.

“There are other things we are looking at,” Brosius said, “but we can’t discuss them at present.
NERA is very strict about what the market participants reveal with regard to their involvement in
the auction process.”

Reverse “clock” auctions work like this: the auction manager announces prices for products up for
bid at the beginning of the auction. Product means the electricity supply needed by a particular
utility or end-user. Each product is split into equal “tranches” of 50 megawatts. Suppliers then
make their bids, which disclose how many “tranches” they are willing to supply to each end-user
or utility. Once the bids are made, the auction manager computes how much power has been bid
overall for each potential user. If there’s a surplus amount for a given utility, the price that utility
will pay “ticks down,” or drops a certain amount determined by a formula. The more surplus, the
bigger the price drop in each round. The auction moves on to the next round of bids, and bidders
revise their offers according to the new prices.

There is no limit on the number of rounds, and prices drop each round. Suppliers change their
offers until supply equals demand. The auction takes a few days.

Gene Meehan, senior vice president at NERA, said the market for clock auctions is still fairly
small, but growing, and is a market with much potential. These methods are only used in states
where utilities have been deregulated. That happened in the Midwest wholesale electricity market
March 1. The market includes lllinois, Ohio, Michigan and Wisconsin. NERA conducted an
auction in 2004 for an Akron-based utility, according to Meehan. California also has been
studying deregulation.

It seems likely more states will deregulate their utilities, given the momentum deregulation has
developed.
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Small businesses to bear brunt of ComEd hikes

Steve Daniels,
Crain’s Chicago Business News
May 23, 2006

Small businesses should get ready for power-rate sticker shock next year.

Commonwealth Edison Co. opted not to include small businesses in a proposed program, filed
today with state regulators, to phase in an expected double-digit electricity-rate increase for
residential customers, beginning next year.

The utility proposed capping the rate hike for households at 8% next year, 7% in 2008 and 6% in
2009, with any remainder collected in a surcharge over the following three years. By contrast,
small businesses would have to pay the full freight right away.

Related story: ComEd to phase in residential price hikes over 3 years

A state-imposed freeze on power rates, in place since 1998, is scheduled to expire at the end of
this year.

While ComEd’s decision to exclude small businesses wasn't a big surprise, it was disappointing
to business advocates.

“I think small businesses ought to be included in that plan,” says Michael Cornicelli, director of
government affairs for the Building Owners and Managers Assn, which represents downtown
commercial landlords.

He estimates that downtown buildings with electric heating—a majority of the landlords
downtown—will see 30% to 40% increases in their power bills next year, given the rise in
wholesale power prices and ComEd’s separate proposal to raise its rates for delivering electricity.
Buildings with natural gas heating can expect 20% to 25% increases. Those costs typically are
passed along to tenants, many of which are small businesses, he says.

Electricity costs “are second only to real estate property taxes in terms of operating expenses,”
Mr. Cornicelli says.

ComEd executives said they limited the phase-in to households because they're the most
vulnerable to the dramatic increases.

“The rationale was that (this area) was where we expected to see the most difficulty in dealing
with the pricing,” says Anne Pramaggiore, vice-president of regulatory and strategic services for
ComEd.

Small businesses that will see the biggest increases include those that use electric heat or are
open for long hours, like 24-hour drug stores, says Craig Schuttenberg, vice-president with
Chicago energy consulting firm Energy Choices.

But Mr. Schuttenberg thinks competing power suppliers will try hard to beat ComEd’s price for
small businesses, which to date haven’t turned much to competing marketers even though
they've had the opportunity.




“Third-party suppliers are looking at (small business) as the next segment where they're going to
make money,” he says.




ICC terminates contract of power auction consultant

Steve Daniels,
Crain’s Chicago Business News
May 22, 2006

The lllinois Commerce Commission has terminated the contract of an outside consulting firm
hired to monitor the upcoming power auction system that will set future electricity rates for
commonwealth Edison Co. and its customers.

Bids are due early next month to replace ERS Group, the Emeryville, Calif.-based consultancy
the commission had hired to advise it on September’s auction, a commission spokeswoman says.
The commission, which regulates utilities, removed ERS Group for an unspecified conflict last
month, the commission spokeswoman says.

Higher wholesale power prices, expected to be reflected in the September auction, are expected
to lead to a hefty rise in ComEd rates once a 9-year-old freeze on power rates expires at the end
of this year. ComEd has forecasted a rate hike of up to 20% while other observers predict the
increase will be far larger.

Once the auction is complete, the commission will have just three days before it has to decide
whether or not the bidding was conducted properly. Based on that finding, it will reject or approve
the results. The consultant will play a key role in advising the regulators on that decision.




Consumers less satisfied with area companies; Only Exelon shows
solid gain in survey

John Schmeltzer,
Chicago Tribune
May 16, 2006

Consumers, generally, have grown less satisfied in dealings with Chicago-area companies in the
last 12 years, according to the University of Michigan's annual survey of customer satisfaction,
which examines customer perceptions of hundreds of companies and industries.

Only Exelon Corp., the parent of Commonwealth Edison Co., posted a significant gain in
customer satisfaction--up 6.1 percent during the 12-year period the survey has been conducted.
The steepest drop in customer satisfaction during the 12-year period was recorded by AT&T Inc.,
formerly known as SBC. Customer satisfaction with the phone company has fallen 16.5 percent
during the period to a rating of 71.

Nationally, old economy industries, such as airlines, fixed telephone line companies and
television news, fared worst.

But in an indication that old economy firms can remake themselves, the U.S. Postal Service
bucked the trend. During the 12-year period, satisfaction with its service has risen 16.4 percent.
However, satisfaction with postal service services could not have been lower in 1995, when the
survey was launched, because of widespread stories of deliberately lost mail, uncollected mail
and poor service at post offices.

Claes Fornell, director of the university's National Quality Research Center, said old economy
firms have suffered because they have reduced staffing and asked employees to do things faster
as they have cut costs in an effort to remain competitive.

"The effect is not always good for morale," he said.

Each year the attitudes of 80,000 consumers are surveyed to produce the only national, multi-
industry examination of the quality of products and services available to consumers. The survey,
produced by the university in cooperation with the American Society for Quality, is updated
quarterly with data for 200 companies and 40 government agencies. Ratings are computed using
a 100-point scale.

Overall, the American Customer Satisfaction Index rose 0.8 percent to 74.1, the largest jump
since 2003, in an indication that consumers may continue their spending spree that has helped
propel the U.S. economy for the past three years.

Fornell said new economy firms, like wireless phone companies and fast food restaurants, must
do better than their old economy competitors.

"They have to do better to even have a chance [to survive]," he said.

But problems may exist even with companies that appear to be doing well.




Satisfaction with Exelon may be higher than it was when the survey began 12 years ago, but the
survey found that during the past year customer satisfaction with the utility has fallen 1.4 percent.
Overall, satisfaction with energy utilities has fallen 4 percent to a rating of 72.

A score of 72 placed Exelon in the middle of the 200 companies that were surveyed by the study.
The highest score recorded in the survey, an 86, was given to FedEx Corp. while the lowest
score, a 55, was recorded by Charter Communications Inc., a St. Louis-based cable television
firm with 5.8 million customers nationally.

In the fast-food restaurant category, Oak Brook-based McDonald's Corp.'s score has remained
essentially flat during the 12-year period. McDonald's scored 63 this year, well below the scores
recorded by its competitors such as Burger King, which recorded a score of 70, and Wendy's
International, which recorded a score of 76. The highest score was recorded by Papa John's
International, which received a satisfaction score of 79.

Overall, information providers, whether they were television news, newspapers, fixed line
telephone companies or movies, suffered the largest drop as a group during the 12-year period.
However, the group recorded its first increase since the survey began when scores rose this year
4.3 percent to 68.6. Newspapers, which remain unchanged from the 2005 survey at a score of
63, have fallen 12.5 percent, while satisfaction with TV news has fallen 10.4 percent over the 12-
year period.

Similar scores were recorded by the nation's airline industry, which has been cutting costs and
employees in the face of withering competition from discount airlines.

Customer satisfaction with the airline industry declined for the fifth consecutive year. The
customer satisfaction index fell 1.5 percent, and since 1995 it has tumbled 9.7 percent.

The only two carriers to improve on last year's score were also the largest airlines to recently exit
bankruptcy protection, US Airways and Elk Grove Township-based United Airlines. Both have
also seen large drops in their results over the last decade, a time when the industry largely
eliminated benefits such as meals on most flights and services such as free curbside check in.
United's score rose 3.3 percent, to 63. However, since 1995 it has fallen 11.3 percent.

This year's result is encouraging, said Sean Donohue, the carrier's vice president of customer
experience. "We know there is more work to do and we're focused on making sure that we deliver
a consistent experience that meets our customers' expectations every time they travel,” he said.
GRAPHIC (color): Satisfied customers?

The American Customer Satisfaction Index shows mixed results among companies across
several industries.

AMERICAN CUSTOMER SATISFACTION INDEX
For select industries and companies

Airlines

1995-2006

Southwest, American, United
Industry average: 65%




Fixed-line telephone service
AT&T

1995-2006

Industry average: 70%

Limited-service restaurants*
1995-2006

Wendy's, Burger King, McDonald's
Industry average: 77%

Wireless telephone services

2004-2006

Verizon, Cingular, Sprint Nextel, T-Mobile
Industry average: 66%

Cellular telephones
2004-2006

Samsung, Nokia, Motorola
Industry average: 70%

* As of 2004, measurement of the limited-service restaurant industry was moved from the fourth
quarter to the first quarter.

Source: University of Michigan's American Customer Satisfaction Index




Officials address energy concerns

Kathleen Ostrander,
Rockford Register Star
May 4, 2006

While Wisconsin has spent nearly $1 billion to upgrade energy systems throughout the state,
lllinois is pushing conservation and energy efficiency.

Energy, its cost and distribution in the stateline region were topics at an April 28 breakfast put on
by the Greater Beloit Chamber of Commerce.

Daniel Ebert, the head of the Wisconsin Public Service Commission, and Charles Box, chairman
of the lllinois Commerce Commission, addressed concerned businesspeople at the meeting.

“In the late '90s and early 2000s Wisconsin had serious energy challenges,” Ebert said. “Rolling
brownout notices had been sent and Wisconsin had not built any significant transmission
advances in 20 years. The good news is that we have spent almost $1 billion in infrastructure
improvements over the past three years.”

And that was accomplished with bipartisan support in the Legislature, Ebert said.
Wisconsin is making up for lost time by improving infrastructure and trying not to be so energy-
dependent.

Ebert said 70 percent of the increases in gas rates were from costs brought on by Hurricane
Katrina. Only 20 percent of the increases were from new infrastructure and transmission costs.
Box said energy costs in lllinois are complicated by politics that has caused an unstable
commerce commission. In 1987, lllinois passed a law dropping rates and freezing them until
2007.

“Most utility companies have divested of transmission opportunities so they will have to go out
onto the open market, buy the energy and pass through the costs to the consumer. Other states
that have done this have had 35 (percent) to 75 percent increases,” Box said.

What the commission is faced with is educating consumers on the importance of efficiency and
conservation. “I found the lack of education disturbing. People don’t look at their bills and they
don’t know where the costs are coming from,” he said.

Box also said states such as Wisconsin and lllinois are moving forward on promoting wind
energy, solar power and hydrogen power.




Shock coming for power users

Mary Ann Ford,
Bloomington Pantagraph
May 2, 2006

Central lllinois consumers could see their electricity bills jump by 35 percent after Jan. 1 under a
two-pronged plan proposed by Ameren.

The utility already has received lIllinois Commerce Commission approval to buy its power through
a fall auction — a move virtually guaranteed to increase customer rates.

The ruling is being challenged in court by the lllinois Attorney General and the Citizens Utility
Board because it would not require utilities to get ICC approval for electric rates.

A second request, allowing Ameren to raise the amount it charges municipalities for such things
as power poles, lines, street lights and tree trimming, is currently before the commission. The
process takes about 11 months, said commission spokeswoman Beth Bosch.

Normal town attorney Steve Mahrt said that move would increase the cost the town pays Ameren
for street lights alone by 15 percent, or $30,000 a year — a cost that would be passed on to
consumers.

The Normal City Council voted Monday to join an effort started by the Champaign City Council to
fight Ameren’s second request. The cities of Urbana and Bloomington also are part of that court
action.

Ameren, which purchased lllinois Power, CIPS and CILCO, maintains the increases are needed
to meet current operating costs. The utility has been under a multi-year rate freeze so the
Commerce Commission could study ways to deregulate the industry. That freeze is set to expire
Dec. 31.

The typical AmerenlP customer spends about $65 a month for electricity. A 35 percent increase
would add $22.75 a month to the bill.

"Smaller community and residential rates have been frozen for 15 to 22 years," said Ameren
spokeswoman Natalie Hemmer. "Based on the market prices over the last several years, prices
will increase."”

In a letter on Ameren’s Web site, Scott Cisel, president of Ameren, said the increase is estimated
to be 20 to 35 percent over what customers currently pay.

"That’'s a conservative estimate," said David Kolata, executive director of the Citizens Utility
Board. "It will likely be higher."

Kolata maintains the cost of delivering power would increase "an unprecedented" 60 percent
under Ameren’s proposal. Delivery costs make up about one-third of a customer’s bill, he said.

"We don't know yet the cost of the power itself," Kolata said. "But it's likely to be higher than that
given what happened out east."




Kolata said New Jersey residents saw a 30 to 40 percent increase in their electricity costs after
Ameren was allowed to buy power through a "reverse auction" — one that starts out with the
highest bids and goes down as the bidding progresses.

But Hemmer said a reverse auction is among the most competitive ways to buy power. "It
ensures the customer can get the lowest price possible through a highly competitive model," she
said.

Hemmer also disputes Kolata's prediction that delivery costs would increase by 60 percent.
Ameren estimates a 16 to 17 percent increase in the AmerenlP territory which includes
Bloomington-Normal. That would tack $11.57 a month to customers’ bills, she said.

The rest of the bill would be determined by the cost of the electricity itself, she said, which makes
up between 70 and 80 percent of the hill.

Hemmer said under terms of Ameren’s proposal, no single electric provider would be allowed to
provide more than 35 percent of the total needed by Ameren. She said that allows Ameren to go
with several companies and get the lowest possible rate. But, because today’s rates are much
higher than when rates were frozen in 1997, an increase is inevitable.

Bosch said today’s electric rates "are reflective of prices in the mid-90s."

"At a time when the price at the pump is through the roof, it (an increase) will be tough for Central
lllinois families," said Kolata. "Especially when (power companies) have record profits, earnings
and share prices."

Hemmer said Ameren would consider phasing in the increases "as long as we were assured full
and timely recovery."




