
 
 
South side community leader  Rev. Finney supports ComEd rate hike  

Demetrius Patterson,  
Chicago Defender  
Sep 29, 2006  

Rev. Dr. Leon Finney, chairman and CEO of the Woodlawn Community Development 
Corp., told the Defender Thursday that he thinks ComEd's plan for a 22 percent rate hike 
by early 2007 is fair and viable. 

Finney was one of the invited speakers at Thursday morning's press conference by 
Consumers Organized for Reliable Electricity (CORE). The group called for the Citizens 
Utility Board (CUB) to stand down on its quest to get state legislation to stop the utility's 
company's rate hike, which is a result of a recent electricity auction. 

"I wasn't at the press conference to oppose CUB," Finney said. "I was at the press 
conference as a concerned citizen of the city of Chicago, and as a leader in the (African 
American) community. I spoke on the issue that I felt needed to be spoken out on. I am 
concerned about the rate increase. I am concerned about the stability of electrical services 
and its effect on many families we serve on the South Side. 

"At this point, electricity is as vital to our families as food and water." 

Finney said given that the 22 percent rate increase is the first hike in 10 years, he feels 
that it's "fair and viable." 

"As a small businessman most of my life, I realize if I buy an apple for a nickel, I can't 
sell it for 3 cents to the average consumer," Finney elaborated. "I have to sell it at a price 
where I can recoup the cost of that apple and also make somewhat of a profit if I'm going 
to stay in business. 

Share your thoughts on this story on the ChicagoDefender.com message board. 

"My concern, first, is to make sure (ComEd) provides a stable service. And with that 
being the case, how do we make sure that ComEd stays viable to give us reliable stable 
service? They have to be able to make a profit to stay viable in providing service." 

CORE members stressed that Illinois is on the right track. They believe the electric 
auction ComEd participated in is working to keep costs down. The group stated in a 
release that electric rates in 2007 would be lower in northern Illinois than they were in 
1995, and that ComEd participated in a highly competitive electricity auction. 



 
 
CUB is pushing for legislation that would freeze electricity rates "at artificially low 
levels," a CORE press release stated. 

CUB Executive Director David Kolata told the Defender on Sept. 21 that his organization 
believes the electricity auction in which ComEd participated was illegal based on the 
Public Utilities Act. He also said the rate hike was unfair because ComEd basically holds 
a monopoly in the electricity market for most of Illinois. 

Finney said he thinks many consumers think the utility rate is unfair because they think 
ComEd generates it's own electricity. 

"I spoke to my belief that it (the rate hike) was fairly administered," Finney said. "And I 
said that I understand that ComEd doesn't create electricity, it buys electricity from 
generators of electricity, who for the most part are not in Illinois. Most consumers don't 
understand that." 

Finney, who is also pastor of the Metropolitan Community Apostolic Church, represents 
7,000 apartment units across the South Side of Chicago that Woodlawn Community 
Development Corp rents out to city residents. 

 

 



 
 
Impending increase in I llinois electr icity rates sparks conflict  

Christopher K. Peterson and Nicole Price Fasig,  
Medill News Service  
Sep 29, 2006  

A consumer group backing the impending increase in Illinois electricity rates is butting 
heads with the Citizens Utility Board, which is fighting to reverse the hike. 

The ongoing debate is the result of the power auction earlier this month that awarded 
Commonwealth Edison, a unit of Chicago-based Exelon Corp., and St. Louis-based 
Ameren Corp. major statewide contracts to provide electricity. ComEd said the result will 
mean a 22 percent rate increase for its consumers, but many state officials argue the 
increase will actually be 25 percent. 

The Consumers Organization for Reliable Electricity (CORE) hosted a news conference 
Thursday countering various campaigns to reverse the power auction or pass legislation 
extending a previous decade-long rate freeze. 

"This competitive process worked well. What we have today is market prices, fair to 
businesses or others," said David Vite, president of the Illinois Retail Merchants 
Association, a member of CORE. 

CORE specifically criticized efforts by the Citizens Utility Board, an advocacy group that 
opposes the auction results and is circulating a petition to extend the rate freeze. CORE 
said the rate increase will not severely affect Illinois electricity users.  

While prices were artificially depressed during the freeze, Vite said, the new rates should 
be on par with what customers were paying before the policy was introduced. 

And he said the higher prices should come as no surprise to consumers because they 
reflect increases in the prices of petroleum, coal, natural gas and nuclear power over the 
last decade. 

CORE representatives said freezing rates does not make economic sense for energy 
distributors in Illinois. Utility companies buy electricity from generators at market prices, 
regardless of locally depressed prices, they said. Therefore, during a rate freeze, 
distributors potentially could lose money on the transaction. 

"This puts Exelon in a position that is financially unstable if they are forced to sell energy 
at a lower price," said CORE spokeswoman Avis LaVelle. 



 
 
CORE noted that businesses have been purchasing electricity at market rates all along, 
compared to residential customers, who benefitted from the rate freeze. 

The auction was intended to encourage competition in the energy market, CORE said. 
While consumers currently have limited choices in utility providers, CORE hopes the 
open market will encourage other distributors to compete for Illinois business. 

Vite said CUB's initiative to throw out the auction results would ultimately cost 
consumers more by forcing utility providers to seek "spot" market prices rather than the 
ones that had been in place for 10 years. 

But before the 1997 rate freeze, electricity prices were too high, said Jim Chilsen, a 
spokesman for CUB. 

"The point that everyone should know is that back in 1995, ComEd had some of the 
highest rates in the nation," he said. "That's nothing to brag about." 

CUB representatives said competition should have been a precursor to the auction. "It 
seems ludicrous that we're about to embark on a deregulated auction system before there's 
any competition in the market," Chilsen said. 

Chilsen labeled CORE's arguments as "rhetoric." He said, "It seems reasonable, since 
there is no competition in the electric market, to continue the freeze, which has allowed 
ComEd's parent company, Exelon Corp., to make record profits." 

 



 
 
I llinois Rate Freeze Extension Would Pinch Ameren, ComEd  

Staff,  
Power Market Today  
Sep 28, 2006  

A growing political tempest in Illinois over anticipated higher power rates in the wake of 
a recently completed power procurement auction could have negative consequences for 
the credit quality of Ameren and the ratings of Commonwealth Edison Co. (ComEd), 
Standard & Poor's Ratings Service (S&P) said on Tuesday. 

In the wake of the auction results, lawmakers in Illinois are being pressed by certain 
parties, including the Illinois Citizens Utility Board (CUB), to take another look at HB 
5766, which would extend the current freeze on electric rates in the state for another three 
years. 

S&P said that "mounting legislative support for a rate cap extension for all customer 
classes in Illinois points to an increasingly adversarial political environment that may 
result in lower ratings" for ComEd. There is no effect on the rating at this time. 

"If legislators vote to continue the rate moratorium in the next veto session for another 
three years, ComEd's financial outlook would be weakened considerably," S&P said. 

It noted that when HB 5766 was first introduced in February, ComEd estimated that a 
rate cap extension could result in revenue shortfalls of about $3 million a day, or about $1 
billion per year. ComEd's parent company, Exelon Corp., has indicated it will not support 
ComEd in the event of a rate cap extension, "which means that, in the extreme, ComEd 
may be forced to file for bankruptcy," S&P said. The legislative veto session in Illinois is 
scheduled to begin after the November elections, "which we suspect may be influencing 
the renewed interest in HB 5766." 

Meanwhile, S&P said that passage of the legislation would have "severe credit 
implications" for Ameren  

"Although the measure stalled in Illinois' General Assembly earlier this year, legislative 
rhetoric is being renewed regarding continuation of the current rate freeze in light of the 
recent reverse power auction and the associated price increases," S&P said. 

The company's consolidated financial condition would "weaken dramatically without the 
ability to recover increased costs for power. In fact, in the fall of 2005, Ameren noted that 
the inability to adjust rates to reflect full and timely recovery could, in the extreme, lead 



 
 
to its Illinois utilities filing for bankruptcy." Ameren's ratings are not currently affected 
since the legislation has yet to be approved. 

CUB, which said that HB 5766 is before an Illinois House committee, is urging state 
lawmakers to consider the bill in the November veto session. CUB is also using its 
website ( http://www.citizensutilityboard.org/ ) to prod Illinois residents to e-mail 
legislators and ask them to support HB 5766. 

The manager for the power procurement auction in Illinois recently unveiled the winning 
bidders in the fixed-price section of the auction, as well as final auction prices. 

Residential customers of Chicago's ComEd can expect an estimated increase of 22% in 
their average monthly electric bills beginning in 2007, based on the results from the 
auction. 

Ameren's Illinois units -- AmerenCILCO, AmerenCIPS and AmerenIP -- recently 
announced estimates for per month increases for residential electric customers beginning 
in January 2007. These estimates include the increased cost of power to be purchased on 
behalf of the Ameren Illinois utilities' customers and potential increases resulting from 
delivery service cases that are currently pending before the Illinois Commerce 
Commission. 

For AmerenIP, AmerenCIPS and AmerenCILCO, the average residential customer would 
pay approximately $92 per month in 2007. This would mean a monthly increase of about 
$26 for AmerenIP and AmerenCIPS customers, approximately 40% higher than present 
rates. For AmerenCILCO customers, it would mean an increase of approximately $33, or 
55% over present rates. 

 

 



 
 
ComEd Rates Still Competitive Post-Auction, Says Exelon's Rowe  

Staff,  
Power Market Today  
Sep 28, 2006  

When Exelon Corp. CEO John Rowe picked up the Chicago Tribune Sept. 15, he 
probably wished he could have been the editor of that day's edition. The banner headline 
across the top of the front page read: "Electric bills to soar." 

The paper was referring to a 22% phased increase to Chicago utility ComEd's base rates, 
which Rowe maintains had been kept artificially low due to a rate freeze, the expiration 
of which some are now fighting to extend (see Power Market Today, Sept. 27). 

The CEO of ComEd's parent company would have written: "Electricity prices to soar to 
1995 levels." That's because, as he told an investor conference in New York Thursday, 
even with full implementation of rates stemming from the recent Illinois power auction, 
"ComEd electricity prices will be lower than they were in '95. I'm not holding my breath 
in anticipation of a headline like that. 

"The Illinois auction was a genuine success for consumers. It vindicates the Illinois 
Commerce Commission's (ICC) great courage and hard work in making the 1997 
restructuring act work," Rowe told attendees at the Merrill Lynch Global Power & Gas 
Leaders Conference. 

Because of improved performance at existing power plants, both nuclear and coal-fired, 
the competitive market in 2007 will have total prices that are lower than the cost-based 
rates of 1995. "The old ComEd coal plants are working better under Midwest Generation 
than they did under regulated ComEd," he said. "The old ComEd nuclear plants are 
working better under Exelon Generation, and so is the Clinton [nuclear] power plant." 

Rowe noted that more than 8,500 MW of new generation capacity has been built in 
northern Illinois by the market and without additional risk to consumers. "Competition... 
is creating new bidders and it is creating new generation capacity. Competition is simply 
working for Illinois consumers. Even with the 22% rate increase that this amounts to on 
the ComEd base, prices have risen by less than inflation since the rate cut. And in our 
service territory, prices will remain lower than in most other large urban areas. After 
implementation of the new rates, the average rates in other cities will still be almost 14% 
higher than ComEd rates." 



 
 
Rates are going up across the board, nationwide, at utilities in regulated and nonregulated 
environments, Rowe said. "Rates are going up most dramatically where people change 
the rules all the time, and that is, of course, California." 

With its bid to merge with Public Service Enterprise Group Inc. (PSEG) having failed 
after being stymied by regulators, Rowe said Exelon is now more interested in deals 
around generating assets than integrated utilities. He said the company will be 
particularly wary of acquisitions in PJM, where regulators feared a combination with 
PSEG would give Exelon too much of the generating capacity market. 

Court challenges to the Illinois auction remain, and depending on the outcome, they 
could have serious implications for both Exelon's ComEd and Ameren's Illinois utilities 
(Ameren CILCO, Ameren CIPS and AmerenIP) (see Power Market Today, Sept. 27). 

"In Illinois, the Citizens Utility Board and the attorney general continue to attack," Rowe 
said. "The court challenges remain -- although we and Ameren have been successful so 
far -- and there still is talk of new rate freeze legislation. What is simply going on is the 
Illinois version of the endless 'we want the lowest of cost or market,' and we know that 
you can't build an electric system based on the 'lower of cost or market' argument. 

"Sadly for consumers, this litigation, by creating uncertainty with respect to ComEd's 
credit, probably caused suppliers to add a risk premium to their bids in the recent [power] 
auction. In any event, it's too late to try to stuff the competitive genie back into the 
regulatory bottle." 

 

 



 
 
Lawmakers fired up over  Ameren hike  

Jim Muir,  
The Southern  
Sep 27, 2006  

Even though the Illinois General Assembly's November veto session is still nearly two 
months away, a proposed hefty pay hike in electric rates statewide is shaping up to be one 
of the top issues during the annual fall session. 

On Sept. 15 the Illinois Commerce Commission announced the results of a reverse 
auction of electric power providers. The new power prices are expected to result in a 40 
percent rate increase for nearly 400,000 AmerenCIPS customers in 576 communities 
statewide. 

That announcement set off a firestorm throughout the region with some lawmakers 
accusing AmerenCIPS of trying to make record profits on the backs of senior citizens on 
fixed incomes and other consumers, many who already live on below-poverty annual 
incomes. 

Ameren officials point out that their rates have been frozen by state statute for nine years, 
and that they must be able to pass on their rate increases to consumers in order to stay in 
business. 

Area lawmakers are opposed to the increase, but some also point out that some type of a 
compromise short of a three-year extension on the rate freeze might be the best option for 
all sides concerned. 

State Rep. John Bradley, D-Marion, is a co-sponsor of legislation that will be considered 
during the November veto session. Bradley is adamant that an extension of the freeze is 
the only option. 

"People can't afford a 50 percent pay increase," 

 

 



 
 
Good news about electr ic rates  

Tom Donovan,  
The Daily Southtown  
Sep 25, 2006  

Yes, Illinois electricity rates are going up, and nobody wants to pay higher rates. 
However, the fact is, energy is simply more expensive now than in previous years. But 
the real story is that competition is keeping prices down as much as possible.  

Last January, the Illinois Commerce Commission (ICC) provided our state with much-
needed leadership by voting unanimously to approve a competitive bid process as the 
mechanism for utilities in Illinois to purchase power. Their action was an example of how 
the regulatory process should work, and the commissioners and their staffs deserve great 
credit for their vision and courage.  

Then in early September, the first-ever Illinois Auction took place. The historic auction 
proved to be a success in every respect. Competition, and the ICC-designed auction, has 
helped ensure that electricity in Illinois will remain reliable and affordable. In fact, the 
increased residential rate for electricity in Chicago will remain below similarly sized 
cities around the country.  

As president and CEO of the Chicago Board of Trade from 1983 to 2000, I oversaw the 
most liquid auction market in the world. A liquid auction market where buyers and sellers 
meet provides the best and most competitive method of price discovery, resulting in the 
lowest possible cost that can then be passed on to the consumer. Competition in the 
electric industry ensures that our state's electric system will remain reliable and 
affordable for years to come.  

Thomas R. Donovan Chairman, Quantum Crossings, LLC Chicago 

 

 



 
 
Electr icity rate freeze gets suppor t in I llinois  

Kevin McDermott,  
St. Louis Post-Dispatch  
Sep 25, 2006  

Support is growing in Illinois for legislation to short-circuit a major electricity rate 
increase next year by extending a rate freeze that the power industry says is strangling it. 

Critics say that the planned rate increase shows that Illinois has failed so far in its decade-
long quest to build true competition in electric service, and that the market can't be 
deregulated next year without hurting consumers. 

St. Louis-based Ameren Corp., which keeps the lights on in much of Illinois, counters 
that forcing it to keep its current prices could drive some of its Illinois utilities out of 
business. 

Both sides are preparing to make their arguments in a politically charged election year. 

"It's become a political issue, no question about it," said Ameren spokeswoman Susan 
Gallagher. 

Illinois electric rates were frozen by law in 1997 to give competition a chance to develop 
in the industry. The freeze has been set to expire on Jan. 1, after which utilities were 
supposed to keep prices low by taking competitive bids for the lowest-cost power. 

But the original idea - that deregulating the market would decrease electric bills - hasn't 
panned out. An electricity "auction" this month produced projected rate increases of 50 
percent or more around the state for next year. 

That politically explosive result has breathed new life into a previously filed House bill 
that would extend the state's freeze on rate increases for another three years. 

"The (energy) auction process appears to be viewed by many as a failure," said Steve 
Brown, spokesman for House Speaker Michael Madigan, D-Chicago. "There's growing 
interest, obviously (in extending the rate freeze) ... I think if you were to put that bill up 
on the scoreboard right now, it would get darn near unanimous support." 

The state's top consumer group is planning to stump around the state this week - 
including a stop in the Metro East area on Tuesday - to push for the rate freeze extension. 
The lesson from the pending rate hikes is that "you shouldn't deregulate before there is a 



 
 
competitive marketplace," said David Kolata, executive director of the Citizens' Utility 
Board, a watchdog group. 

Meanwhile, Ameren, which supplies electricity to much of central and Southern Illinois, 
is preparing to lobby the Legislature this fall with the warning that derailing the rate 
increases could drive the company's subsidiary utilities into bankruptcy. 

"Illinois has had artificially low electric rates for years," said Gallagher, the Ameren 
spokeswoman. "We are being expected to purchase the raw material (electricity) at a 
higher price than we can sell it." 

The "reverse auction" was conducted in Chicago over four days this month, mostly via 
electronic messaging. Power suppliers - including those who don't actually produce the 
power, but merely buy and sell it - bid against one another to settle on the lowest-priced 
power for the state's utility companies. 

Not all the specifics of the winning bids have been revealed, but the prices have been. 
Based on the auction results and other pending rate negotiations, Ameren has calculated 
that customers of its Illinois Power and CIPS subsidiaries (which includes much of the 
Metro East area) will see their electric bills rise by about 40 percent under the new 
pricing. Customers of AmerenCILCO, which provides electricity around Springfield and 
Peoria, will see their bills rise by about 55 percent, the company says. 

The two sides disagree on why the auction didn't produce lower prices. Ameren and 
others in the industry say oil and coal prices have skyrocketed during the time Illinois has 
kept rates frozen, so suddenly throwing the state's utilities into the open market results in 
a dramatic price jump. 

But the Citizens' Utility Board and other critics say the problem is too little true 
competition in the market to make the auction process viable. The bidders include entities 
such as Ameren - which produces power and also owns utilities that use it - as well as 
power "marketers," who buy power from producers and sell it to utilities. 

That scenario, say Kolata and other critics, essentially means that Ameren could end up 
buying much of its power from itself - a situation that could be a disincentive to getting 
the lowest price for consumers. 

"The problem with the auction is . . . it presupposes a competitive market that just doesn't 
exist," said Kolata. He said extending the rate freeze would allow more time for such a 
competitive market to develop. He called the utilities' complaints about the financial 
impact "bankruptcy blackmail," and noted that they'd been able to stay in business for a 
decade under the current freeze. 



 
 
But utility companies say bankruptcy is a real danger if the rate freeze continues. 

The legislation to extend the rate freeze is HB5766. 

 

 



 
 
Rate hike may be a jolt, but don't pull plug on process  

Editorial,  
Chicago Sun-Times  
Sep 25, 2006  

In 1997, the Legislature sent us down a path to deregulation of the electricity market. 
ComEd's rates were cut 20 percent and frozen for what turned out to be 10 years, with the 
understanding that at the end of the freeze, rates would be set by competition rather than 
regulation. The process didn't quite work out the way it was intended, but some measure 
of competition was injected into the process. The result? A 22 percent rate hike next year 
-- and some wrongheaded calls for a return to regulation. 

What was envisioned back in 1997 was that individual power customers would be able to 
choose between ComEd and several rivals, and that competition among the different 
utilities would drive prices south. As part of the plan, ComEd became a company whose 
sole job is to distribute power, while its power-generating capacity was spun off into a 
sister company. But no rivals emerged -- and a plausible explanation of why they didn't is 
that ComEd's rates were rolled back too much, making it hard for new companies to 
compete with an artificially low price. So state regulators devised another way to bring 
competition into the process: an auction system in which several companies made bids to 
supply portions of the region's power needs. 

As it turns out, bills will go up 22 percent next year, about what ComEd expected, but far 
less than the dire predictions of the Citizens Utility Board and other critics of the auction. 
We're not happy about a 22 percent increase, but remember, that comes after a 
decadelong rate freeze. If you average that increase out over the life of the freeze, it 
works out to less than 2 percent a year. In fact, the rate will be slightly less than what we 
were paying in 1995. And it's well below what many other major cities are paying. Also, 
ComEd is proposing a payment plan for low-income customers to spread the increase 
over three years. 

And what option is there? CUB demanded an extension of the rate freeze, arguing that we 
should wait for competition to develop. But that is something like trying to put the genie 
back in the bottle. You can no longer simply freeze the rates we pay ComEd because that 
could force it to buy power for more than it could charge to sell it. You can't force 
electric companies to sell power to ComEd at a cheaper rate. And as frustrating as it may 
be to see Exelon -- ComEd's parent -- make huge profits -- you can't force Exelon to 
subsidize an extension of the freeze, not without abandoning deregulation. Finally, 
freezing the rate would probably just further delay the entrance of competition. 



 
 
Yes, paying for power is going to be painful next year. But that 22 percent increase could 
be the incentive rival power companies need to enter the market, and that could lead to 
lower prices down the road. It's too soon to give up on the promise of deregulation. 

 



 
 
Competition could surge via electr ic auction  

Mary Wisniewski,  
The Chicago Sun-Times  
Sep 22, 2006  

Homeowners who don't like the prospect of an electricity rate hike currently don't have 
much choice: They can't pick an alternate electric supplier like they could an alternate 
grocery store. 

That's because Commonwealth Edison has a monopoly on the residential electric market 
in northern Illinois. For most customers, it's ComEd or a backyard windmill. 

But that situation could be changing -- because of the recent Illinois power auction, and 
the resulting 22 percent ComEd rate increase to take effect next year. Companies that 
couldn't compete against nine years of artificially low rates enjoyed by ComEd 
residential customers are now thinking about breaking into the market. 

"There was no opportunity before the auction," said Mark Radtke, president of WPS 
Energy Services of Wisconsin, which is considering a move into the Illinois electric 
market. "It wasn't even a question prior to the auction. What it has done is create an 
environment where competition can bring benefits to customers, choices around the kinds 
of products they buy." 

BlueStar Energy Services, based in Chicago, and Houston-based Direct Energy are also 
thinking about getting into the residential electric market. 

"If it's a profitable opportunity for us, we'll do it, if not, we'll wait," said Guy Morgan, 
CEO of BlueStar, which is already selling electricity to businesses. "There's probably 
some pent-up demand after 100 years of a monopoly." 

Competitors would not build their own power lines into people's homes. Instead, 
residential electric competition would work the way natural gas or phone competition 
works now. 

That is, ComEd would still supply the wires and transmission equipment, but another 
company would supply the actual power. Customers could receive a combined bill, or 
separate bills, for the distribution and the energy. 

In 1997, Illinois decided to move to a deregulated electricity market that would allow 
utilities to charge market prices for power. As part of a 10-year transition period, ComEd 
rolled back residential rates by 20 percent and froze rates for all customers. 



 
 
Over the past 10 years, competition developed for large, business customers -- about 50 
percent of the large customer load is now served by alternate suppliers, according to 
ComEd. 

But it didn't develop for residential customers. 

That's why Gov. Blag- ojevich protested allowing market rates for residential customers. 
But artificially low electric rates are precisely what prevented competition from 
developing, according to ComEd CEO Frank Clark. 

"No one could come in here and compete with 10-year-old rates," Clark said. 

Now that the power auction is over and a 22 percent rate increase is expected next year, 
competitors have a chance to make money, according to Karl McDermott, a former 
Illinois Commerce Commissioner now with the NERA economic consulting firm, which 
managed the Illinois auction. 

"My argument has always been let the market happen, get a market-based price signal," 
McDermott said. "If after a few years, there's no competition, then we can say we're 
having a problem." 

Mort Kamien, an economics professor at Northwestern University's Kellogg School of 
Management, said competition is "our best shot at getting low prices." 

"It's not an abstract idea economists peddle," Kamien said. "It starts high, but that's what 
gives the incentive for someone to come in." 

There are still uncertainties about the results of the power auction. The Illinois attorney 
general has sued to reverse it -- the case is before the appellate court. And the Citizens 
Utility Board, a consumer watchdog group, is asking lawmakers to extend the freeze by 
three years. 

BlueStar Energy has been certified for a year to serve the res- idential market. CEO 
Morgan sees the auction price "as the price to beat." 

He said the company is waiting to see if any of the challenges to the auction hold up, and 
also is trying to figure out how many residential customers it would need to make 
entering the market worthwhile. 

Direct Energy, which already sells gas in Illinois and electricity in New York, Ohio and 
Michigan, proposed legislation to set up an office within the Illinois Commerce 



 
 
Commission with the mission of promoting the retail market, according to Jim Steffes, 
vice president of government and regulatory affairs. 

David Kolata, executive director of CUB, thinks that if a comp- etitive market for 
residential consumers hasn't developed by now, it won't. 

"There were years when market prices were below the bundled rate -- if there was going 
to be competition it would have happened then," Kolata said. "There's no place in the 
United States where residential competition has succeeded. We have to confront that 
reality and be honest about it." 

 



 
 
ComEd CEO Clark has message to Black community: Energy costs lower  
than 1995 despite coming rate hikes  

Demetrius Patterson,  
Chicago Defender  
Sep 22, 2006  

There's no doubt that January 2007's ComEd's 22 percent rate increase is on the minds of 
many low income and senior citizens in the city's African American community. 

With that in mind, ComEd Chairman and CEO Frank Clark told the Defender Thursday 
that he felt a special need to reach out and let the community know that he is doing all 
within his power to keep electricity cost effective for the less fortunate and middle 
income residents. 

"I know that even after a 10 year rate freeze, any rate increase is going to be hard on 
senior citizens and those with low incomes," Clark said. "We are attempting to provide 
the option to have those rate increases phased in over a three year period. Those 
discussions are being held with the Illinois Commerce Commission. It's called the 
'Mitigation Plan.' We expect a decision from the ICC on that by the end of the year." 

Clark said the second initiative ComEd is working on to keep electricity bills in the 
manageable realm is through a program called the "Customer Affordable Reliable 
Energy," or CARE. 

"This is intended to do a number of things," Clark explained. "First, it's educational. We 
will provide customers with literature and materials to help them manage their electricity 
better." 

Through CARE, ComEd will also make available at discounted prices, through a rebate 
program, 1 million fluorescent light bulbs that can be purchased at hardware stores and 
home improvement retail centers throughout the city. 

"These bulbs use 70 to 75 percent less electricity than a traditional light bulb and last 
about five to 10 times longer than the regular light bulb," Clark said. "This can reduce the 
average electric bill by 4 percent." 

Clark made mention that his company has contributed about $4 million to Low-Income 
Home Energy Assistance Program (LIHEAP) over the past year, and it is expecting to 
contribute another $1 million before the year is out. 



 
 
There is also a program for 1,400 randomly selected low income families to exchange 
their old working window air conditioners for new efficient Energy Star window units. 
The families were selected from those participating in the LIHEAP program. 

"It is a pilot program, but if we get people interested, we will extend it," Clark said. "We 
will go further." 

ComEd announced it would have to increase its utility rates by 22 percent after it 
participated in an electricity auction that ended last week. The company has no 
equipment to generate its own electricity and buys power from various companies. 

Earlier this week, the Citizens Utility Board (CUB) voiced its criticism of ComEd's rate 
hikes, claiming that the utility company has offered to cut rates in other states it serves. 

CUB asked the state appellate court on Monday to reject the increased rate plan - 
approved by the ICC - stating that ComEd virtually holds a monopoly over most residents 
in Illinois, and that there's no basis to determine if consumers are being offered the best 
market rate for electricity, CUB Executive Director David Kolata told the Defender 
Thursday. 

As an example, Kolata pointed out that Naperville was able to find electricity at a cheaper 
rate. 

"The city of Naperville is a much smaller entity than the city of Chicago," Clark 
countered. "And the market changes everyday." He said that Naperville got a cost for 
electricity on the open market that's less than ComEd's. 

Clark added the argument made by CUB, and an argument made by Illinois Attorney 
General Lisa Madigan against the ICC accepting the power auction's results, 

"was ruled against in appellate court, and the Illinois Supreme Court won't hear it." 

Kolata disagreed with Clark's statement about the appellate court ruling against Madigan. 

"They rejected a procedure motion for a stay of the auction, but there has been no ruling 
yet as to whether the substance of the claim, as to whether the auction is allowed by law," 
Kolata said. "We believe that the law is on our side and that this auction will be found to 
be illegal based on the guidelines set by the Public Utilities Act." 

Kolata doesn't expect the case in appellate court to be determined until late November or 
early December. He said CUB, however, is encouraging consumers to reach out to their 



 
 
elected officials in the state's General Assembly to draft legislation that will strike down 
the rate hike. 

"In the state of Illinois, the 22 percent rate increase comes after 10 years of a rate freeze. 
And it only applies to cover the cost of the purchase of electricity," Clark said. "Here is 
what I want consumers in the African American community to know, the rates that I have 
now are the same rates that I had in 1995. Even that increase of 22 percent does not go to 
ComEd's bottom line, and only helps to pay for the increase for supply. 

"It simply allows me to pay my supply bill. So I want consumers to understand I am not 
making a profit. Rates today all the way through June of 2008 will still be lower than in 
1995. 

"All the programs associated with CARE, we are going to advertise them, so that we can 
help people and educate people on how to lower their energy costs," Clark added. 

 



 
 
Utility rates protest idea 'teas' off postal service  

Staff,  
The Associated Press  
Sep 22, 2006  

ST. LOUIS, Missouri (AP) -- Illinois' lieutenant governor is urging people to mail tea 
bags to two electric utilities to protest rate increases -- an idea that leaves the post office 
cold. 

The Postal Service on Wednesday encouraged people to make their point instead with 
empty tea bags, saying lumpy bags could harm its equipment and create security scares 
by leaking brown residue. 

"It's absolutely legal for people to mail a tea bag," said David Colen of the Chicago 
division of the U.S. Postal Inspection Service, a law-enforcement arm of the agency. "By 
no means are we trying to stop what the lieutenant governor is trying to do. We just want 
to keep the mail flowing." 

On Tuesday, Lt. Gov. Pat Quinn urged state residents to include tea bags with their 
electric bills in the spirit of the Boston Tea Party. After the post office objected, Quinn's 
office said ratepayers could send just a picture of a tea bag. 

Utility officials announced last week that electricity rates next year will increase an 
average of about 22 percent for ComEd customers and 40 percent to 55 percent for 
customers of St. Louis-based Ameren Corp. ComEd, a division of Chicago-based Exelon 
Corp., and Ameren together serve 4.9 million customers in Illinois. 

Ameren spokesman Leigh Morris discouraged even empty tea bags. He said they could 
slow the utility's processing of customers' bills. 

 

 



 
 
Auction contracts signed  

Staff,  
Platts Commodity News  
Sep 22, 2006  

Commonwealth Edison and Ameren executed fixed-price contracts Wednesday with 
successful bidders in the state's first electricity auction, concluded earlier in September. 

Wednesday was the deadline to complete the contracts under rules set down by NERA 
Economic Consulting, the New York-based auction manager. 

Some 16 energy suppliers submitted winning bids in the auction, which ran September 5-
8. The Illinois Commerce Commission declared the competitive bidding process a 
success, though that sentiment was not shared by several Illinois state officials, consumer 
advocates and legislators. 

They are variously attempting to nullify the auction results through the courts or through 
action by the General Assembly to extend a rate freeze in effect since 1997. 

An Ameren spokeswoman said the contracts were "signed, sealed and delivered" on 
Wednesday, as did a ComEd counterpart. Neither would disclose information about the 
contracts. Contract information is expected to be made public in early December when 
NERA submits an auction report to the ICC. 

For ComEd and Ameren, the next step in the process is to file new tariffs with the ICC, 
an action expected to occur Thursday. Rates are expected to increase by about 22% for 
ComEd customers in 2007 while customers of Ameren's three electric utilities in Illinois 
will pay 40% to 55% more. 

 

 



 
 
Auction points to 20% r ise in 2007 electr ic bills  

Steve Daniels,  
Crain's Chicago Business News  
Sep 22, 2006  

Chicago-area household electric rates will rise a little more than 20% next year. 

Illinois’  first-ever power auction, held last week, set the price of electricity within the low 
end of a range of expected outcomes for Commonwealth Edison Co. customers following 
a nine-year freeze on power rates that expires at the end of the year, according to people 
familiar with the matter. < 

The outcome of the auction is being kept secret until after the Illinois Commerce 
Commission (ICC) votes Friday on whether to accept the results. 

But there’s little doubt regulators will approve the auction results, these people say. Only 
a few months ago, higher wholesale power prices were leading to fears that the rate hike 
would be well over 30% and even as high as 50% if a hurricane threatened Gulf of 
Mexico natural gas drilling operations and sent prices soaring just as the auction was 
held. 

An easing of wholesale natural gas and electricity prices in the weeks preceding the 
auction resulted in final auction bids of less than $64 per megawatt-hour, somewhat 
lower than had been forecast at the beginning of summer. 

A commission spokeswoman declined to comment. 

The average rate hike for residential ComEd customers will be in the range of 20% to 
22%, say people familiar with the matter. That would lift the average monthly residential 
electric bill from $60 now to about $72. 

David Kolata, executive director of consumer watchdog Citizens Utility Board, declined 
to comment on the news. “We don’ t know yet what the final results are,”  he said. “We’ ll 
just wait and see.”  

A ComEd spokeswoman didn’ t immediately return calls for comment this morning. 

Electric rates could go slightly higher still if the commission agrees with ComEd to allow 
it to recover additional overhead and pension-related costs in its power-delivery rates. 
The commission agreed recently to a ComEd request to reconsider a handful of rulings it 
made disallowing recovery of those costs. 



 
 
ComEd has offered to phase in the increase in annual 10% increments to customers who 
choose that option. But in three years those customers would have to pay the deferred 
amount with interest as a surcharge to their regular electric bills. ComEd’s “ rate 
mitigation”  plan still is subject to commission approval. 

The ICC is scheduled to discuss the auction at a meeting this afternoon, and plans to vote 
Friday morning on whether or not to accept the results. But the actual results won’ t be 
publicly released until 5 p.m. Friday, the commission spokeswoman said. 

More than 20 power generators and marketers were qualified to participate in the auction, 
which was conducted over four days ending Sept. 8. Bidders vied for the right to supply 
electricity to ComEd, which will deliver the juice to its 5.2 million customers. Rates are 
made up of the price of the power, set in the auction, plus the costs of delivering the 
electricity. 

 



 
 
I llinois CUB Urges Court to Reject Power Auction Plan  

Staff,  
Power Market Today  
Sep 20, 2006  

The Illinois Citizens Utility Board (CUB) on Monday urged a state appellate court to 
reject a recently completed power procurement auction plan, asserting that the plan "is 
illegal and hits consumers with unfair market prices at a time when the companies still 
hold a monopoly on service for residential customers." 

The manager for the power procurement auction in Illinois last Friday unveiled the 
winning bidders in the fixed-price section of the auction, as well as final auction prices 
(see Power Market Today, Sept. 18). The auction manager said that Commonwealth 
Edison (ComEd) and Ameren's Illinois utilities will be contacting winning bidders in the 
fixed price section directly to proceed to the execution of supplier forward contracts. 

Residential customers of Chicago's ComEd can expect an estimated increase of 
approximately 22% in their average monthly electric bills beginning in 2007, based on 
the results from Illinois' first electricity auction, the utility recently said (see Power 
Market Today, Sept. 19). 

CUB has joined Illinois Attorney General Lisa Madigan and the Building Owners and 
Managers Association of Chicago (BOMA) in appealing the auction. Legal briefs were 
filed with the Illinois Appellate Court on Monday. 

In its brief to the court, CUB argued that the Illinois Commerce Commission (ICC) did 
not have authority to approve the auction, as proposed by the utilities, "because it violates 
fundamental consumer protections in state utility law." CUB said those protections 
require utilities like ComEd and Ameren to provide service at least cost and require the 
ICC to ensure that rates are just and reasonable and that costs are prudently incurred. 

Ameren's Illinois units -- AmerenCILCO, AmerenCIPS and AmerenIP -- last week 
announced estimates for per month increases for residential electric customers beginning 
in January 2007. These estimates include the increased cost of power to be purchased on 
behalf of the Ameren Illinois utilities' customers and potential increases resulting from 
delivery service cases that are currently pending before the ICC. 

For AmerenIP, AmerenCIPS and AmerenCILCO, the average residential customer would 
pay approximately $92 per month in 2007. This would mean a monthly increase of about 
$26 for AmerenIP and AmerenCIPS customers, approximately 40% higher than present 



 
 
rates. For AmerenCILCO customers, it would mean an increase of approximately $33, or 
55% over present rates. 

These electric rates will apply beginning Jan. 2, 2007. They represent the first rate 
increase for Ameren Illinois residential customers in 15 to 25 years. Since 1997, rates 
have been reduced between 5% and 20%, Ameren pointed out. "With these increases, 
Ameren Illinois utilities' residential rates are now expected to be more in line with the 
national average," Ameren said. 

"We are concerned about the price increases on our customers," said Scott Cisel, 
president of Ameren's Illinois utilities. "Since Ameren's Illinois utilities own no 
generation, we must purchase power from the competitive market to provide our 
customers' energy needs. We will pass these costs along to our customers -- dollar for 
dollar with no mark-up. Working with a number of stakeholders, we are searching for an 
approach to soften the impact of these increases, while allowing us to safely and reliably 
deliver electricity and recover costs in a timely manner." 

Residential electric rates have been frozen in Illinois since 1997, when the state 
restructured the electric industry and mandated a 20% rate cut for consumers. But that 
rate freeze expires at the end of this year. 

CUB is urging state lawmakers to extend the current freeze on electric rates for another 
three years "or until real competition develops for residential consumers." A measure to 
extend the rate freeze, HB 5766, is before the state house and CUB is urging the 
legislature to take the issue up in the November veto session. 

In contrast to the criticism heaped on the auction by CUB and others, the CEO of the 
Electric Power Supply Association (EPSA) praised the process on Tuesday. 

"Competition will produce better results for consumers," said EPSA CEO John Shelk. 
"The alternative, reliance on a single supplier, provides no incentive to keep costs down 
to win business, but instead provides the incentive to seek regulatory approval for higher 
costs that would yield a higher rate of return." 

He said that input costs to produce electricity -- primarily fuel costs -- "are rising in 
restructured and non-restructured regions alike, as are electricity rates, so the issue is not 
whether rates will rise, particularly after a long term rate freeze. It would be irresponsible 
to promise consumers rates lower than required to meet rising demand for electricity." 

Illinois "wisely chose to harness the vibrant Midwest wholesale market to get the best 
deal for Illinois consumers," Shelk added. 



 
 
State leaders push to stop rate hike; House bill would extend freeze 3 years  

Scott Wuerz,  
Belleville News-Democrat (IL)  
Sep 20, 2006  

State leaders are pushing both legislation and a lawsuit in their effort to put a stop to a 
utility rate increase that would inflate metro-east residents' electric bills by 40 percent. 

Proposed House bill 5766 would extend for another three years the rate freeze that has 
limited since 1997 what AmerenIP and its predecessor Illinois Power could charge 
residents for electricity. Meanwhile, Attorney General Lisa Madigan has sued in state 
Appellate Court to try to have the auction process by which AmerenIP determined its 
rates deemed illegal. 

Utility watchdogs say something has to be done to prevent a company with a virtual 
monopoly on local power distribution from trying to drastically increase profits that are 
already at record levels. 

But AmerenIP officials say they haven't had a rate increase in 15 years. They say the leap 
in price is needed just to help the company get where it should have been before the 
controversial freeze. Without the increase, they say the company will be on shaky 
financial ground. 

"It's absolutely not too late," Citizens Utility Board Executive Director Dave Kolata said 
of the effort to stop the rate increase, which was announced last week. "But it has to 
happen sooner rather than later. The new rates don't go into effect until January. We're 
hoping something happens during the fall veto session in November." 

Originally set to expire in 2004, the freeze was extended for two years then because 
competition that was expected to rule the market when deregulation happened in 1997 
still hadn't developed. Kolata said there is still no competition today. 

Ameren spokeswoman Susan Gallagher wonders whether her company can survive if it 
isn't allowed to charge what it believes is fair market price for electricity in 2007. She 
said AmerenIP's supply contracts expire at the end of the year, and she expects costs to 
increase significantly. 

"Freezing rates would mean we would suffer significant financial harm," Gallagher said. 
"We would likely have to buy power at a cost that is higher than what we are charging 
our customers for it. The company that sells us power is going to want every dollar they 
are entitled to." 



 
 
Illinois Lt. Gov. Pat Quinn held a news conference on the sidewalk in front of Ameren's 
St. Louis headquarters Tuesday to express his support for a freeze. Quinn said Ameren's 
argument that it doesn't supply its own power are untrue. It simply buys power from its 
sister and parent companies. 

Quinn encouraged Illinois residents to put a tea bag in an envelope with their power bill 
payment in an act of defiance to the power company in the spirit of American 
revolutionaries Boston Tea Party in 1773. 

Quinn said Ameren leaders have been complaining for years that they need an increase to 
cover what the company pays for energy. But he said AmerenIP's parent corporation, 
Ameren Corp., reported record profits of $628 million in 2005. He predicted the rate 
increases the company proposed across the state would add another $680 million a year 
to the utility company's bottom line. 

"Ameren's profits are very generous now," Quinn said. "But what they're asking for with 
this rate hike is obscene. To try to pad their profits on the backs of the working people of 
Illinois who live paycheck to paycheck is just wrong." 

Quinn said he plans to criss-cross Illinois in the next few days to try to rally support for 
an extension of the rate freeze, a bill he said Gov. Rod Blagojevich "supports 
wholeheartedly." 

Judy Baar Topinka, Blagojevich's Republican opponent for governor, said the state 
should look at extending the freeze or other measures to stop the increase. 

Local legislators are split over the proposal to freeze rates for three more years. 

State Rep. Jay Hoffman, a Collinsville Democrat, said he would vote for the freeze if he 
gets the opportunity. But Belleville Democrat Tom Holbrook said he thinks its unlikely 
the freeze will pass and suggested state leaders look instead into finding a way to soften 
the blow of the rate increase. 

"I don't think it's going to happen, but you'll never know," Holbrook said of the proposed 
freeze. "Like higher prices for gasoline and natural gas, prices going up is a reality that 
we have to deal with. We need to look at a way of phasing it in so it doesn't hit all at 
once." 

 



 
 
Electr ic Shock for  Small Business  

Steve Daniels,  
Crain's Chicago Business News  
Sep 18, 2006  

With electric rates jumping a little more than 20% next year, Chicago-area households 
won't be the only ones feeling the pain of higher prices. 

Most small and mid-sized businesses also are customers of Commonwealth Edison Co. 
and subject to the coming rate hike. And many of them, ranging from coin-operated 
laundries to small factories to downtown office buildings, already have been grappling 
with higher materials and energy costs and struggling to pass those along to their 
customers. 

As a result, the coming electricity rate hike will be tough to swallow, they say. 

"It's going to have an impact on our industry," says John Vassiliades, a broker of 
Chicago-area laundries including chains like Spin Cycle and Bubbleland. "We've had 
quite a few closings in the past few years just because of the natural gas increases." 

About 5% of a typical laundry's revenue goes for electricity costs. For a larger store, with 
more than $550,000 in annual revenue, a 20% electricity rate hike would add about 
$6,000 in costs, he says. 

The state-run power auction last week produced a price for electricity for ComEd 
customers of nearly $64 per megawatt-hour. That will result in a rate hike of just more 
than 20% for households next year, when the nine-year freeze on ComEd's rates expires. 
Businesses will see varying increases, depending on their size and power usage. But 
many will see increases similar to those experienced by residential customers. 

DEFRAYING COSTS 

Midland Plastics Inc., a 44-year-old plastics extruder on the Northwest Side that runs 24 
hours a day over a five-day workweek, has had to raise prices substantially over the last 
year to defray a 25% increase in its raw materials costs. With electricity accounting for 
more than 5% of its costs, the family-owned, 31-employee company isn't well-positioned 
to push for another price increase. 

"There's tremendous resistance to price increases," says Midland President Joseph B. 
Tremback. The electric rate hike "is going to be very relevant to us. It's going to affect 
our profit picture." 



 
 
Higher electricity rates come at a particularly bad time for landlords in the city's central 
business district, where office rents have been falling as vacancy rates rise. 

Many downtown towers have benefited from a ComEd program that reduces rates for 
electric heat users. But that program is about to expire. For those buildings, a 40% rate 
hike could be in the offing, says Michael Cornicelli, government affairs director for the 
Building Owners and Managers Assn. of Chicago. For others, 20% is more likely. 

Power costs are passed along to tenants and account for about 5% of total rent. 

SWITCHING SIDES 

The coming ComEd rate hike is prompting Transwestern Commercial Services, which 
manages about 20 buildings in the city and suburbs, including 150 N. Wacker Drive and 
30 W. Monroe St., to leave ComEd for a competing supplier. Most of the owners of those 
buildings are expected to sign on with the new supplier, which the firm won't identify. 

Prior to the merger's termination, Exelon and PSEG had returned to FERC seeking 
authorization to amend the interim fossil unit mitigation that they previously committed 
to provide in connection with the deal. 

This summer, Exelon and PSEG reached a comprehensive agreement with the antitrust 
division of the U.S. Department of Justice (DOJ) that Exelon said would resolve all 
competition issues reviewed by the DOJ in connection with the proposed merger of 
Exelon and PSEG (see NGI, June 26). 

Under the terms of the DOJ agreement, Exelon and PSEG had agreed to divest six fossil-
fuel fired electric generating stations with a total capacity of 5,600 MW. 

The now-scuttled merger was first announced in late 2004 (see NGI, Dec. 27, 2004). 

 



 
 
Electr ic bills to soar   

Robert Manor  
Chicago Tribune  
Sep 15, 2006  

After enjoying a decade-long electricity rate freeze, residential customers of 
Commonwealth Edison should brace for a significant increase, an estimated 25 percent, 
in their monthly bills, according to the results of an energy auction to be disclosed on 
Friday. 

The winning bid to supply power to Illinois is in line with current wholesale prices, 
according to a source with knowledge of the auction, and that will translate into 
substantially higher bills. 

"This is outrageous," said David Kolata, executive director of the Citizens Utility Board, 
who said the increase could exceed 25 percent. "It is a very large rate increase at a time 
when ComEd's parent Exelon has record profits and is cutting rates in Pennsylvania." 

The Illinois Commerce Commission voted unanimously Thursday to accept the results of 
the auction to supply residential customers, while rejecting the results of an auction to 
supply larger commercial customers, apparently because of an insufficient number of 
bids. 

The results of the residential auction will be disclosed Friday afternoon. The winning bid 
was approximately $65 a megawatt hour, about the current wholesale price of electricity, 
the source said. All winning bidders will be paid the same price for power. 

The auction system was introduced as a result of the deregulation of the electricity market 
in Illinois. 

When deregulation was contemplated in the 1990s, regulators believed competition from 
providers of electricity would drive down prices for consumers. But that competition to 
sell power directly to consumers never appeared, and the auction was chosen by 
regulators in the hope of obtaining the cheapest electricity possible. 

As part of deregulation, Illinois residential customers were given a 10-year rate cut and 
freeze. That freeze ends this year, and an annual auction will set prices going forward. 

The auction determines what consumers will pay for electricity. ComEd will add no 
markup, instead profiting on a delivery charge. The final delivery charge will be decided 
by the ICC. 



 
 
Bidders to provide electricity include such power generators as Exelon Corp., ComEd's 
parent company, and possibly Wall Street financial houses and other energy companies. 

ComEd has been warning for months that rates were on the way up as a result of higher 
energy costs. 

Independent analysts said the results of the auction appeared in line with market 
conditions. 

"It they got a $65-a-megawatt-hour price, that is a pretty good rate," said Omar Zoheri, an 
energy analyst with the Chicago consulting firm Craig Seiben Energy Associates. "That 
is better than anyone expected." 

Based on that price, he estimated residential bills will rise by 25 percent to 28 percent. 

A 25 percent increase would bring ComEd customers back to where they were in 1997, 
when the rate freeze went into effect, said one person familiar with electricity prices in 
this area, 

"ComEd's rates in 1997 were among the highest in the Midwest," the source said, 
speaking on condition of anonymity. 

ComEd said it would have no comment until the auction results are formerly released. 

ICC commissioners said they were satisfied by the result of the auction for consumers. 

"I believe the auction process worked," said Commissioner Erin O'Connell-Diaz. 

She said there were no signs of collusion or anti-competitive practices among bidders. 
Commissioner Lula Ford said the auction was vigorous and "a substantial number of the 
bidders won." And Chairman Charles Box said the auction had met the agency's goal of 
getting "the best possible rates for consumers." 

In what ComEd said was an offer to ease the shock of higher bills, it has proposed 
capping the rate increase at 10 percent each year in 2007, 2008 and 2009. The deferred 
payments would be repaid in 2010 through 2012 with an interest charge of 6.5 percent. 
Participation in the plan is voluntary. 

 


