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Moody's puts Ameren, ComEd on watch amid political spat  

Jon Kamp 
Dow Jones Newswires  
Sep 30, 2005  

CHICAGO (Dow Jones)--Moody's Investors Service put debt ratings for Ameren Corp. (AEE) and 
Exelon Corp. (EXC) unit Commonwealth Edison on review for possible downgrades Friday to 
reflect an increasingly treacherous political and regulatory atmosphere for the utilities in Illinois.  

ComEd and multiple Ameren subsidiaries are pursuing plans to acquire wholesale power 
through auctions after 2006, when long rate freezes and a slate of power purchase contracts are 
set to expire. High wholesale market costs are likely to mean an increase in purchase costs for 
the utilities after 2006, and the prospect of passing those costs to customers has triggered a 
vitriolic response from top Illinois politicians.  

The debate reached a new level last week when Illinois Gov. Rod Blagojevich installed a 
prominent consumer watchdog who has endeavored to defeat the utilities' plans as the top state 
utility regulator.  

Moody's called the move "extraordinary" and "highly unusual," and said there is increased risk the 
utilities' ability to recover costs could be significantly delayed or otherwise threatened in the 
current political climate.  

"Recent actions and statements by Illinois government officials and the company suggest an 
increased risk of a serious dispute over reasonable and timely recovery," Moody's said in a 
release regarding Chicago-based ComEd, the state's largest electricity company.  

Moody's issued a very similar release for St. Louis-based Ameren, which operates four utilities in 
Illinois that, together, create the state's second-largest utility system.  

Moody's placed the long-term debt ratings for Ameren Corp. and its four Illinois units - 
AmerenCIPS, CILCORP, AmerenCILCO and AmerenIP - on review for possible downgrades. 
Moody's said the ratings of Ameren's Ameren Energy Generating Co. unit and AmerenUE utility 
in Missouri are unaffected.  

Moody's put multiple ComEd ratings, including its senior unsecured debt and Prime-2 
commercial paper, on review for possible downgrades. The ratings and outlook for parent Exelon 
and major affiliates like PECO Energy and Exelon Generation are unchanged, Moody's said.  



 

September 2005 
 

2 

 

Bankruptcies possible in Illinois deregulation dispute  

Editorial  
Reuters  
Sep 29, 2005  

Exelon Corp. and Ameren Corp. said that if Illinois' governor gets his way in a dispute over 
deregulation of the state's power markets, it could be disastrous to the companies' regulated 
utility units in Illinois, possibly leading to bankruptcy. 
 
Speaking at a Merrill Lynch conference in New York, top executives from both companies 
acknowledged that bankruptcy was a possibility for Exelon's Commonwealth Edison unit and 
Ameren's regulated utilities in Illinois if the deregulation process is derailed in the state. 
 
"You would see ComEd's financial position deteriorating and deteriorating steadily over the next 
couple of years," if the governor's position becomes the state policy, Exelon CEO John Rowe 
said. Rowe said that Exelon had met with credit agencies and believes it is likely that they will 
establish some sort of credit watch on the unit. 
 
Earlier this month, Illinois Gov. Rod Blagojevich sent letters to the Illinois Commerce Commission 
(ICC) arguing that proposals by Exelon and Ameren to procure power for their utility units through 
reverse auctions would result in unjustified rate increases for customers. 
 
"I consider an approval of a reverse auction procurement process of market-based rates for 
wholesale power either a serious neglect of duty or gross incompetence by the ICC," Blagojevich 
said in one of the letters. 
 
Earlier Wednesday, Exelon said it expects 2005 earnings toward the upper end of its previously 
estimated range because of strong results from the first half of the year, as well as in July and 
August. 
 
The company previously had estimated 2005 adjusted operating earnings of $3 to $3.15 per 
share. Wall Street analysts, on average, are expecting $3.13 per share, according to Reuters 
Estimates. 
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ComEd bankruptcy warning sounded; Exelon chief Rowe wants 
power auction  

Robert Manor  
Chicago Tribune  
Sep 29, 2005  

The corporate parent of Commonwealth Edison is warning that the utility could be forced to file for 
bankruptcy if the state doesn't come up with a reasonable way for it to procure electricity.  
 
"We are taking concrete steps to address the possibility of either an ultimate bankruptcy of 
Commonwealth Edison or an ultimate separation" of the utility, Exelon Corp. Chief Executive 
John Rowe told an investors conference in New York Wednesday.  
 
ComEd is proposing to buy power at auction beginning in 2007. Residential electric bills are 
expected to jump 20 percent or more, a development likely to anger Illinois consumers who have 
enjoyed a rate freeze for nine years.  
 
Rowe's warning that Exelon will divest ComEd or see it in bankruptcy is a response to Gov. Rod 
Blagojevich, Atty. Gen. Lisa Madigan, the Citizens Utility Board and others who oppose the idea 
of an auction. None of the opponents have offered an alternative way to procure electricity.  
The governor's office showed no sign of backing down Wednesday.  
 
"This is a debate over what is best for the electricity consumers in Illinois, not what is best for 
Exelon," said Abby Ottenhoff, a spokeswoman for the governor. "It is unfortunate they are so 
willing to harm Illinois consumers in their endless quest for even higher profits."  
 
As part of the deregulation of Illinois' electric utility industry, ComEd must buy power from 
generating companies and from its unregulated affiliate, Exelon's nuclear fleet, beginning in 2007. 
ComEd has no generating capacity, but Chicago-based Exelon is the largest operator of nuclear 
plants in the country.  
 
ComEd's proposal would require the approval of the Illinois Commerce Commission. In late 
August, Blagojevich sent the commissioners a letter warning they would be replaced if they voted 
for the auction. Exelon circulated copies of the letter at Wednesday's conference.  
 
"The governor's letter ... basically told the commission to ignore both the facts and the law and 
not to give rate increases," said Rowe, who this month called the letter "a death spiral for 
Commonwealth Edison."  
 
Last week Blagojevich hammered his lesson home by replacing ICC Chairman Edward Hurley 
with Martin Cohen, then the executive director of CUB, the state's largest utility watchdog. Cohen 
has in the past opposed any big increase of electric rates.  
 
Rowe noted that the threat of more expensive electricity comes as natural gas and gasoline are 
at or near record highs.  
 
"That creates both political pressure and political opportunism," he said 
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Exelon CEO: ComEd bankruptcy possible  

Newswire  
Crain’s Chicago Business  
Sep 28, 2005  

(Reuters) — Exelon Corp.'s chief executive on Wednesday said that if the Illinois governor gets 
his way in a dispute over deregulation of the state's power markets, its Commonwealth Edison 
unit could end up in bankruptcy.  

"You would see ComEd's financial position deteriorating and deteriorating steadily over the next 
couple of years" if the governor's position becomes the state policy, Exelon CEO John Rowe said 
at Merrill Lynch conference in New York.  

Rowe said the company had met with credit agencies and believes it is likely that they will 
establish some sort of credit watch on the unit.  
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Voice of the Southern: Gaining an ally, losing some faith  

Editorial  
The Southern Illinoisan  
Sep 28, 2005  

The governor last week tapped consumer advocate Martin Cohen to head the Illinois Commerce 
Commission, saying Illinoisans were gaining an ally against "big, powerful utility companies" that 
would tinker with rates in pursuit of profit. 
 
In so gaining, Illinoisans may be losing some faith in big, powerful Rod Blagojevich, who likes to 
tinker with independent panels in pursuit of control. 
 
There's no questioning Cohen's knowledge of the issues facing the ICC, which regulates utilities, 
after spending a dozen years directing the watchdog Citizens Utility Board. 
 
No FEMA-type novice here. 
 
He replaces Chairman Ed Hurley, who resigned Wednesday amid speculation he was pressured. 
Hurley, who's been reassigned to a do-nothing government post, was criticized for being too 
partial to utilities. The state's attorney general hammered him recently for lunching with industry 
executives. 
 
The ICC, which rarely rejects rate hikes, could use a consumer advocate. Whether Cohen is the 
right one is debatable. CUB picked many fights under Cohen's leadership. We're not sure it's fair 
for the governor to put new appointees in the position of having to defend their objectivity from the 
get-go. Or their allegiance. 
 
Who is Cohen ultimately answering to, consumers or the governor? Independent panels like the 
ICC are supposed to be just that, independent. We're not naive; of course politics influence 
appointments, but this governor has been particularly blatant. He left the Gaming Board 
hamstrung for months by not filling vacancies. Remaining members charged that his 
administration meddled constantly. 
 
In 2004, he assailed the State Board of Education as a "Soviet-style bureaucracy," then 
convinced the Legislature to let him name seven of its nine members. 
A pattern has developed. This governor who campaigned as a reformer is starting to sound like 
anything but. 
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New group forms after ICC switch  

Dave Orrick, Staff Writer  
The Daily Herald  
Sep 28, 2005  

On the first day that ex-watchdog Martin Cohen settled into his desk as the state’s top utility 
regulator, a ComEd-backed coalition of business, utility and labor interests opened for business. 
 
The timing may have been coincidental, but the formation of the group amid a new climate of 
regulation promises to stir things up as the state moves toward its version of home electricity 
deregulation. 
 
The new group, Consumers Organized for Reliable Electricity, is aimed at thwarting any attempts 
to block a planned lifting of a freeze on home electricity rates. 
 
ComEd has asked the Illinois Commerce Commission to approve a plan that would lift an eight-
year rate freeze in 2007 — and lead to rates for residential customers jumping 10 to 20 percent. 
CORE is warning against “politicizing” the issue, a straight criticism of Gov. Rod Blagojevich’s 
near-sacking of the previous top regulator, whom Cohen replaces. 
 
Blagojevich drew criticism of meddling last week when he reassigned then-ICC Chairman Edward 
Hurley after Blagojevich criticized the commission’s apparent readiness to approve ComEd’s 
plan. He drew further criticism from some by appointing Cohen, the former head of the watchdog 
Citizens Utility Board, which has opposed ComEd’s plan. Cohen, who has pledged fairness in his 
new job, could not be reached for comment. 
 
CORE is a nonprofit, “primarily funded by ComEd,” that could lobby lawmakers in Springfield to 
block any attempts to lift the rate freeze, said CORE Executive Director Barnaby Dinges. “Now is 
not the time to let politics disrupt the process,” he said in a news conference Tuesday.  
 
Dave Kolata, CUB’s new executive director, said CORE’s formation won’t change anything. “We 
don’t think all the PR in the world will help them,” he said. 
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UTILITIES: Group opposes power auction opponents  

Tribune staff  
Chicago Tribune  
Sep 28, 2005  

Business groups and some labor unions have joined to stop what they say is political interference 
in the way Illinois procures electricity beginning in 2007.  
 
The group, calling itself Consumers Organized for Reliable Electricity, wants state utilities to buy 
electricity through an auction. CORE worries that opposition to the auction would lead to power 
shortages.  
 
Critics say the auction would lead to much higher prices for residential consumers, warning of 
increases of 20 percent or more. Gov. Rod Blagojevich recently threatened to fire any Illinois 
Commerce Commission member who approved the auction, then replaced ICC Chairman 
Edward Hurley with Martin Cohen, a longtime consumer advocate. 
 
Atty. Gen. Lisa Madigan also is suing to stop the auction. Barnaby Dinges, executive director of 
CORE, said political interference threatens to disrupt the auction. 
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ComEd funds group in battle over electric deregulation  

Mary Wisniewski, Business Reporter  
Chicago Sun-Times  
Sep 28, 2005  

A coalition funded by ComEd has formed to warn the public about "political threats" to the electric 
industry. 
 
ComEd and Ameren's proposal to buy electricity through an auction process in 2007 has come 
under fire from Gov. Blagojevich, who says residential customers aren't ready for market-based 
rates. 
 
Blagojevich wrote a letter to the Illinois Commerce Commission Aug. 31 asking that it reject the 
auction proposal. The governor last week appointed Martin Cohen, a longtime consumer 
advocate and head of the Citizens Utility Board, to head the ICC. 
 
The new coalition, primarily funded by ComEd, calls itself Consumers Organized for Reliable 
Electricity. Its advisory committee includes the Chicago Urban League, the Illinois AFL-CIO and 
the Illinois and Chicagoland Chambers of Commerce. 
 
"Eight years of economic progress for customers and local utilities is being undermined by 
politicians pushing an irresponsible agenda," said Barnaby Dinges, CORE's executive director. 
Illinois began a transition period toward a deregulated market in 1997. ComEd's rates were rolled 
back 20 percent and frozen for 10 years. 
 
The group didn't criticize Cohen, but said it was concerned about possible legislative action in the 
fall veto session which could hamper the move toward a competitive market.  
 
"We want to make sure legislators are educated and the public is aware of the danger of this 
process being politicized," said Avis LaVelle, a spokeswoman for the group. 
 
CUB has warned that ComEd's proposed method for buying electricity could push up rates by at 
least 20 percent. Other consumer groups, the Illinois attorney general and the Cook County 
state's attorney also oppose the auction proposal. 
 
"It's ironic that we have business groups in the state leading a coalition for higher electric rates," 
said David Kolata, executive director of CUB. "This is clearly an attempt by ComEd to try to 
organize a campaign for their ailing auction plan." 
 
CORE's Dinges said reliable electrical power is crucial to the Illinois economy. David Vite, head 
of the Illinois Retail Merchants Association and a member of CORE's advisory committee, said he 
didn't want politics to hurt electric reliability in Illinois the way it did in California. 
 
"The last thing we want is for our 23,000 stores to face reliability issues," Vite said. 
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Group wants ICC kept independent  

Adriana Colindres, of Copley News Service  
Peoria Journal Star  
Sep 28, 2005  

SPRINGFIELD - The Illinois Commerce Commission should retain its role of considering 
proposals to set electricity rates after 2006, and state lawmakers should not interfere with that 
process, members of a new coalition said Tuesday. 
 
"Politics is suddenly playing a large role in what otherwise has been and should remain an 
objective, apolitical process," said Barnaby Dinges, executive director of Consumers Organized 
for Reliable Electricity. 
 
The group wants to ensure that the ICC continues to oversee Illinois' "transition to competition" in 
the electricity industry, Dinges said during a telephone news conference announcing the creation 
of CORE. That includes consideration of plans submitted by Commonwealth Edison and Ameren 
to use a "reverse auction" to set electricity rates for business and residential customers starting in 
2007. 
 
"As the fall (legislative) veto session approaches, we hear rumblings that some politicians might 
attempt to push for passage of legislation that would disrupt Illinois' successful progress toward 
competition," Dinges said. "We oppose these myopic proposals." The General Assembly is an 
inappropriate venue for discussing those issues, he added, citing the ICC's expertise. 
 
CORE's 19 founding members include Commonwealth Edison, the Illinois Retail Merchants 
Association, the Illinois AFL-CIO, the Illinois State Chamber of Commerce, the Illinois 
Manufacturers' Association and the Chicago Urban League. 
 
ComEd and Ameren have proposed the reverse auction as a way to prepare for the next phase of 
the state's 1997 electric deregulation law. That law included a temporary rate freeze, which is to 
expire Dec. 31, 2006. Rates are expected to rise by 10 percent or more once the freeze is lifted. 
The ComEd and Ameren plans have attracted some heavyweight opposition. 
 
Attorney General Lisa Madigan this month sued the ICC to block it from approving the plans, 
which she said "could unfairly add more than a billion dollars per year to the electric bills paid by 
households and businesses." 
 
Gov. Rod Blagojevich recently sent a letter to ICC members, saying he would view approval of 
the reverse auction plans as "either a serious neglect of duty or gross incompetence by the ICC." 
Last week, Blagojevich appointed former Citizens Utility Board chief Martin Cohen to replace 
Edward Hurley as ICC chairman. The appointment still needs Senate confirmation. 
 
Rep. David Leitch, R-Peoria, said Tuesday he expects that legislation dealing with electric rates 
will surface during the General Assembly's fall session, which begins next month. 
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In April, Leitch pushed legislation that would have imposed a two-year extension on the existing 
freeze on electricity rates. But his proposal attracted just one vote in a House committee, and it 
advanced no further. 
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Group planning for electric deregulation  

Bob Okon, Staff Writer  
The Herald News  
Sep 28, 2005  

A ComEd-funded coalition of business, labor and civic groups on Tuesday announced a 
campaign to support the deregulation of the electric industry by 2007 as previously scheduled.  
 
The organization is called Consumers Organized for Reliable Electricity (CORE), but is on the 
side of the state's largest utilities in what it says could be a fight over the future of the Illinois 
electric industry in the fall legislative session.  
 
The group is primarily funded by ComEd and members include the Illinois Manufacturers 
Association, the Illinois State Chamber of Commerce and the Illinois Retail Merchants 
Association.  
 
Executive Director Barnaby Dinges said CORE is concerned that the road to deregulation, set up 
in 1997, could be disrupted by political opposition that will hamper the reliability of electricity 
supplies in Illinois.  
 
"Now is not the time to let politics disrupt the process," Dinges said. Illinois utilities are slated to 
buy energy in an open market in 2007. ComEd is currently seeking a rate hike, which would be its 
first since 1997 when a freeze was implemented as part of the plan for deregulation of the state's 
electric industry.  
 
The utility also is asking the Illinois Commerce Commission to approve an auction process by 
which ComEd and other utilities would buy power on the wholesale market. Gov. Rod Blagojevich 
has sent a letter to ICC members telling them that they did not have the authority to approve 
either a rate hike or the auction.  
 
Other state officials also have opposed the plan, claiming it would leave consumers vulnerable to 
volatile market forces. State Rep. Brent Hassert, R-Romeoville, who helped create the state's 
deregulation rules said the issue has become "kind of a political football."  
 
Hassert said he does not know of any particular legislation being developed on the issue for the 
fall session, but some politicians are lining up against ComEd in what could become a campaign 
issue in the election for governor.  
 
The Illinois rate freeze has provided consumers with rates "lower than almost any major market in 
the country right now," Hassert said. "Eventually, there has to be some bumping up." 
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New group to support power auction  

Steve Daniels, Staff Writer  
Crain’s Chicago Business  
Sep 27, 2005  

A Commonwealth Edison Co.-backed coalition of business groups, energy companies and labor 
representatives has formed to support the utility’s proposal to buy power through a state-run 
auction of power generators, which is expected to raise Chicago-area electricity rates 16% or 
more beginning in 2007. 
 
Consumers Organized for Reliable Electricity (CORE) will lobby state lawmakers to allow the 
Illinois Commerce Commission, which regulates utilities, to decide on ComEd’s proposed power 
auction. Gov. Rod Blagojevich has threatened to fire commissioners who vote for the auction. 
 
“Here we are, one and a half years out, not knowing exactly how Illinois is going to procure 
power,” said Barnaby Dinges, executive director of the coalition, which is being funded primarily 
by ComEd. “Let the energy experts (at the Illinois Commerce Commission) decide.” 
 
He says the uncertainty over how to set power prices in the future could threaten the reliability of 
the local grid. 
 
Mr. Dinges wouldn’t disclose how much the utility is providing to fund the effort, but he did say 
other members are contributing, too. 
 
Those members include traditional ComEd supporters on past power-rate issues like the Illinois 
Retail Merchants Assn. Other members include the Illinois Manufacturers Assn., retail electricity 
marketer Constellation NewEnergy, the Chicagoland Chamber of Commerce and the Illinois State 
Chamber of Commerce. 
 
Interestingly, the International Brotherhood of Electrical Workers Local 134 is on board with the 
coalition. But that IBEW local doesn’t represent ComEd workers. IBEW Local 15, which does, 
plans to announce its position on ComEd’s rate proposals tomorrow, said business manager 
Robert Joyce. 
 
David Kolata, executive director of the consumer group Citizens Utility Board, which opposes 
ComEd’s plan, doesn’t think the business community’s support ultimately will make a difference 
to what happens with ComEd’s proposal. “When you’re trying to sell the public on a 20% 
increase, PR can only go so far,” he says.  
 


