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AFTER A QUIET DECADE THE DEBATE OVER AFTER A QUIET DECADE THE DEBATE OVER AFTER A QUIET DECADE THE DEBATE OVER AFTER A QUIET DECADE THE DEBATE OVER 
ELECTRICITY CHOICE IS BACK ON THE RADARELECTRICITY CHOICE IS BACK ON THE RADARELECTRICITY CHOICE IS BACK ON THE RADARELECTRICITY CHOICE IS BACK ON THE RADAR
• M&A has continued even as the choice debate was in abeyance.

• Low/negative consumption growth and distributed resources present 
conventional vertically integrated model with major revenue challenges.

• Impending environmental regulations, including CO2 limits, will pose a 
stranded cost problem and will confront many state regulators with major 
investment approval cases not seen in a generation.

• The divergence in performance on price and other factors between 
competitive and traditional jurisdictions may present increasingly 
unfavorable comparisons for classic regulated vertical integration. 

• Smart Grid deployment will confront regulators and vertical utilities with 
the question of withholding functionality from customers.  

• Utilities may want “exit” strategies from regulatory uncertainty risk.



OPPONENTS OF RETAIL CUSTOMER CHOICE  OPPONENTS OF RETAIL CUSTOMER CHOICE  OPPONENTS OF RETAIL CUSTOMER CHOICE  OPPONENTS OF RETAIL CUSTOMER CHOICE  
OFFER FOUR KEY CONJECTURES  OFFER FOUR KEY CONJECTURES  OFFER FOUR KEY CONJECTURES  OFFER FOUR KEY CONJECTURES  

1) Retail prices in competitive states are more volatile than in 
traditional states and that customers benefit from “stability.”

2) Prices are higher in competitive states and the trends in prices are     
unfavorable for customers compared to traditional states.

3) Investment in generation has been and will be in adequate in 
competitive states and only traditional regulation can provide 
the certainty necessary for such long-term financial 
commitments.

4) Utility credit ratings will suffer under customer choice and in the end 
customers will suffer for poor utility credit quality.



THE FOUR CONJECTURES DO NO SURVIVE THE FOUR CONJECTURES DO NO SURVIVE THE FOUR CONJECTURES DO NO SURVIVE THE FOUR CONJECTURES DO NO SURVIVE 
EMPIRICAL TESTING EMPIRICAL TESTING EMPIRICAL TESTING EMPIRICAL TESTING 

• VOLATILITY: Prices in competitive states have not been more volatile 
than in traditional states 1999-2013 or in the 2008-13 downturn.

• PRICES: Prices in competitive states 1997-2013 rose less than in 
traditional states and were negative versus inflation.

• INVESTMENT: Competitive and traditional states have both added 
substantial capacity in line with relative load growth, with competitive 
states increasing ratio of production to consumption and showing 
relative improvement in capacity factor compared to traditional.

• CREDIT: There is no discernible difference between S&P utility bond 
ratings in competitive and traditional states.



14 RETAIL COMPETITION JURISDICTIONS:14 RETAIL COMPETITION JURISDICTIONS:14 RETAIL COMPETITION JURISDICTIONS:14 RETAIL COMPETITION JURISDICTIONS:
33% OF U.S. LOAD SERVED UNDER CHOICE33% OF U.S. LOAD SERVED UNDER CHOICE33% OF U.S. LOAD SERVED UNDER CHOICE33% OF U.S. LOAD SERVED UNDER CHOICE



2003200320032003----13: NON13: NON13: NON13: NON----UTILITY SUPPLIER LOAD        UTILITY SUPPLIER LOAD        UTILITY SUPPLIER LOAD        UTILITY SUPPLIER LOAD        
SURGED 200% v 6% FOR TOTAL U.S. LOAD SURGED 200% v 6% FOR TOTAL U.S. LOAD SURGED 200% v 6% FOR TOTAL U.S. LOAD SURGED 200% v 6% FOR TOTAL U.S. LOAD 



COMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATES
ALLALLALLALL----SECTOR MONTHLY % PRICE VOLATILITYSECTOR MONTHLY % PRICE VOLATILITYSECTOR MONTHLY % PRICE VOLATILITYSECTOR MONTHLY % PRICE VOLATILITY



COMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATESCOMPETITIVE v TRADITIONAL STATES
RESIDENTIAL MONTHLY % PRICE VOLATILITYRESIDENTIAL MONTHLY % PRICE VOLATILITYRESIDENTIAL MONTHLY % PRICE VOLATILITYRESIDENTIAL MONTHLY % PRICE VOLATILITY



1997199719971997----2013: CHOICE STATES PRICES ROSE FAR 2013: CHOICE STATES PRICES ROSE FAR 2013: CHOICE STATES PRICES ROSE FAR 2013: CHOICE STATES PRICES ROSE FAR 
LESS THAN IN TRADITIONAL STATES PRICESLESS THAN IN TRADITIONAL STATES PRICESLESS THAN IN TRADITIONAL STATES PRICESLESS THAN IN TRADITIONAL STATES PRICES

Nominal Real Nominal Real Nominal Real Nominal Real

Competitive States 34.9% -2.2% 33.1% -3.5% 20.6% -12.5% 36.5% -1.0%

Traditional States 56.0% 13.1% 50.9% 9.4% 47.2% 6.7% 59.3% 15.5%

Hybrid States 55.0% 12.4% 49.1% 8.1% 46.6% 6.3% 56.9% 13.8%

National Average 47.3% 6.8% 43.7% 4.2% 35.6% -1.7% 50.6% 9.2%

IndustrialAll Sectors Residential Commercial



FACTS REFUTE THE CLAIM THAT RESIDENTIALS FACTS REFUTE THE CLAIM THAT RESIDENTIALS FACTS REFUTE THE CLAIM THAT RESIDENTIALS FACTS REFUTE THE CLAIM THAT RESIDENTIALS 
ARE DISADVANTAGED BY COMPETITION ARE DISADVANTAGED BY COMPETITION ARE DISADVANTAGED BY COMPETITION ARE DISADVANTAGED BY COMPETITION 



1997199719971997----2013: CHOICE STATES CLUSTER AT THE 2013: CHOICE STATES CLUSTER AT THE 2013: CHOICE STATES CLUSTER AT THE 2013: CHOICE STATES CLUSTER AT THE 
LOWER END OF % AVERAGE PRICE INCREASELOWER END OF % AVERAGE PRICE INCREASELOWER END OF % AVERAGE PRICE INCREASELOWER END OF % AVERAGE PRICE INCREASE



1997199719971997----2012: MW 2012: MW 2012: MW 2012: MW –––– New Capacity v Consumption, New Capacity v Consumption, New Capacity v Consumption, New Capacity v Consumption, 
Capacity Capacity Capacity Capacity Factor, Factor, Factor, Factor, Production v Consumption Production v Consumption Production v Consumption Production v Consumption 



S&P UTIITY CREDIT RATINGS ARE THE SAME S&P UTIITY CREDIT RATINGS ARE THE SAME S&P UTIITY CREDIT RATINGS ARE THE SAME S&P UTIITY CREDIT RATINGS ARE THE SAME 
ACROSS COMPETITIVE & TRADITIONAL STATESACROSS COMPETITIVE & TRADITIONAL STATESACROSS COMPETITIVE & TRADITIONAL STATESACROSS COMPETITIVE & TRADITIONAL STATES



THE ILLINOIS EXPERIENCE: A GREAT LAKES  THE ILLINOIS EXPERIENCE: A GREAT LAKES  THE ILLINOIS EXPERIENCE: A GREAT LAKES  THE ILLINOIS EXPERIENCE: A GREAT LAKES  
INTRAINTRAINTRAINTRA----REGIONAL COMPARISONREGIONAL COMPARISONREGIONAL COMPARISONREGIONAL COMPARISON

• Illinois has maintained a competitive policy direction for 17 years. 

• Illinois electricity is almost totally competitive other than two small 
IOU areas and some munis and rural coops.

• The residential market has followed the C&I market to choice by 
reducing transaction costs: muni-agg, PoR & UCB, IPA auctions.

• Illinois delivery rate regulatory reform (EIMA) may prove to be a 
model for other states due to its simplicity as well as certainty with 
respect to recovery of Smart Grid investment.

• There is no constituency in Illinois for any significant departure from 
the customer choice model.



GREAT LAKES STATES % ALLGREAT LAKES STATES % ALLGREAT LAKES STATES % ALLGREAT LAKES STATES % ALL----SECOTR MONTHLY SECOTR MONTHLY SECOTR MONTHLY SECOTR MONTHLY 
PRICE VOLATILITY 1997PRICE VOLATILITY 1997PRICE VOLATILITY 1997PRICE VOLATILITY 1997––––2013 & 20082013 & 20082013 & 20082013 & 2008––––13131313



2008200820082008----13: COMPETITIVE ILLINOIS & OHIO HAD 13: COMPETITIVE ILLINOIS & OHIO HAD 13: COMPETITIVE ILLINOIS & OHIO HAD 13: COMPETITIVE ILLINOIS & OHIO HAD 
LOWEST % PRICE CHANGE IN GREAT LAKESLOWEST % PRICE CHANGE IN GREAT LAKESLOWEST % PRICE CHANGE IN GREAT LAKESLOWEST % PRICE CHANGE IN GREAT LAKES



2008200820082008----2013: ILLINOIS WENT FROM HIGHEST TO 2013: ILLINOIS WENT FROM HIGHEST TO 2013: ILLINOIS WENT FROM HIGHEST TO 2013: ILLINOIS WENT FROM HIGHEST TO 
LOWEST PRICE IN GREAT LAKESLOWEST PRICE IN GREAT LAKESLOWEST PRICE IN GREAT LAKESLOWEST PRICE IN GREAT LAKES



1998199819981998----2013: ILLLNOIS’ NATIONAL PRICE 2013: ILLLNOIS’ NATIONAL PRICE 2013: ILLLNOIS’ NATIONAL PRICE 2013: ILLLNOIS’ NATIONAL PRICE 
POSITION IMPROVED BY $37 BILLIONPOSITION IMPROVED BY $37 BILLIONPOSITION IMPROVED BY $37 BILLIONPOSITION IMPROVED BY $37 BILLION



UNDER CHOICE ILLINOIS ADDED MORE MW UNDER CHOICE ILLINOIS ADDED MORE MW UNDER CHOICE ILLINOIS ADDED MORE MW UNDER CHOICE ILLINOIS ADDED MORE MW 
THAN ANY OF THE OTHER GREAT LAKES STATESTHAN ANY OF THE OTHER GREAT LAKES STATESTHAN ANY OF THE OTHER GREAT LAKES STATESTHAN ANY OF THE OTHER GREAT LAKES STATES



UNDER CHOICE ILLINOIS GENERATION HAS UNDER CHOICE ILLINOIS GENERATION HAS UNDER CHOICE ILLINOIS GENERATION HAS UNDER CHOICE ILLINOIS GENERATION HAS 
ACHIEVED GREAT LAKES EFFICIENCY LEADACHIEVED GREAT LAKES EFFICIENCY LEADACHIEVED GREAT LAKES EFFICIENCY LEADACHIEVED GREAT LAKES EFFICIENCY LEAD



Great Great Great Great Lakes Lakes Lakes Lakes States States States States MW Installed, Capacity Factor, MW Installed, Capacity Factor, MW Installed, Capacity Factor, MW Installed, Capacity Factor, 
Production/ Consumption Ratio Production/ Consumption Ratio Production/ Consumption Ratio Production/ Consumption Ratio 1997199719971997––––2012201220122012



UNDER CHOICE ILLINOIS HAS BECOME THE UNDER CHOICE ILLINOIS HAS BECOME THE UNDER CHOICE ILLINOIS HAS BECOME THE UNDER CHOICE ILLINOIS HAS BECOME THE 
GREAT LAKES PRIMARY POWER EXPORTERGREAT LAKES PRIMARY POWER EXPORTERGREAT LAKES PRIMARY POWER EXPORTERGREAT LAKES PRIMARY POWER EXPORTER
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