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Moody’s report wams over ‘right-way’ hedging .-~ "™
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receipt of customary regulatory and other approvals or con-
sents,” New Jersey-based Covanta said.

“The failure to obtain certain approvals or consents may
result in the removal of certain businesses from the transaction
and a related price reduction.”

Covanta said layoffs are not expected at the seven plants,
which employ about 500 people in total. — Staff Report

CFTC taps House aide as legislative director

The Commodity Futures Trading Commission on Monday
named House of Representatives staffer John Riley its director of
legislative affairs.

Riley has worked for 18 years with the House Committee on
Agriculture — which oversees the CFTC — most recently serving
as its deputy chief of staff. Over his career, he participated in the
creation of numerous firtures-related laws, including the Futures
Trading Practices Act of 1992, the Commodity Futures
Modernization Act of 2000 and the CFTC Reauthorization Act of
2008, which was induded as an amendment to the 2008 farm bill.

CFTC Chairman Gary Gensler said in a statement that Riley’s
"knowledge of Congress and the legislative process combined
with his expertise in the regulation of derivatives will serve the
comimission well in the challenges that lie ahead.”

Riley is the second congressional staffer appointed under
Gensler’s leadership to a major position within the commission.
The agency last month named Dan Berkovitz, former general
counsel to the Senate Permanent Subcommittee on
Investigations, to serve as general counsel. — Jessica Marron

Competition thrives in lll., report says... from page 1

tions, they are serving more than half of the electric load of
Commonwealth Edison and Ameren llinois, the state’s two
largest electric companies with a total of 5 million customers
from Chicago to Cairo.

As of May 31, 53.1% of ComEd’s electric usage was provid-
ed by marketers, including 64% of medium commercial and
industrial customers. For Ameren Illinois, parent company of
AmerenlF, AmerenCILCO and AmerenCIPS, marketers served
§5.4% of the load, including 52% of medium commercial and
industrial customers and a whopping 71% of large industrials.

David Fein, vice president of energy policy at Constellation
Energy, agreed that Illinois has developed a fairly robust retail
market. The state’s manufacturing and industrial customers
used to threaten to move their facilities across the northern
border into Wisconsin when [linois rates were above the
national average. Now, however, “the situation has flipped,”
with utility rates in Illinois below the national average and
large customers seeing the benefits of competition, he said.

But competition still faces challenges in the Land of
Lincoln. For one thing, residential customers are still left out
in the cold.

Except for a limited pilot program undertaken by BlueStar
Energy Services in ComEd’s service territory, Torsten Clausen, the

retail market development office director who authored the
report, said no other marketer currently is offering retail electric
service to residential customers.

Wright, whose trade group was formed earlier this year and
presently includes Constellation NewEnergy, Direct Energy
Services, Integrys Energy Services, MC2 Energy Services and
Midwest Generation, predicted that situation will change soomn.

The retail development office, he noted, has been working
with stakeholders to bring about market improvements the
General Assembly has mandated through utility consolidated
billing and purchase of recejvable requirements for ComEd
and Ameren Illinois.

“With the introduction of such programs, competition to
provide electric supply for residential and small cornmercial cus-
tomers could potentially emerge in Ameren’s service territory
niear the end of this year,” Wright said. “ComEd residential and
small commercial customers are expected to see such programs
available in early 2011.”

Wright surmised that BlueStar and/or Direct may be the first
to serve Ameren Illinois residential customers. “I think there
would be a number of suppliers interested in serving ComEd res-
identials as well,” he added.

Clausen's report pointed out that the Legislature last month
passed a municipal aggregation bill (H.B. 0722) and sent it to
Governor Pat Quinn. Fein hopes Quinn, a Democrat and former
lieutenant governor who replaced Rod Blagojevich earlier this
year after Blagojevich was impeached and removed from office,
will sign the measure so that retail marketers could supply munis
and bring competition to residential customers.

Municipal aggregation had not taken off under previous rules
in Hlinois, and while “there are a number of hoops that a munic-
ipality must to through before it gets off the ground,” Fein
remains hopeful.

Wright also is hopeful that competition detractors will see
the light after perusing the latest report. He conceded, though,
that “suppliers have not done a good enough job in showing the
benefits of competition,” especially to legislators.

Earlier this year, powerful House Speaker Michael Madigan, a
Chicago Democrat, authored a joint resolution that sets the
stage, probably in 2010, to possibly re-regulate all or part of the
state’s electric industry.

Steve Brown, Madigan’s top aide, said the resolution is pend-
ing, and would not comment on the competition report. Brown
said Madigan is “focused on getting a (state) budget” and has
not shared any additional views recently on competition.

— Bob Matyi and Tom Tiernan

Moody's warns over hedging... from pags 1

such as power plants as margin collateral instead of posting
cash, letters of credit or other forms of liquid and more tradi-
tional collateral, Moody’s said.

“These structures provide many benefits, especially a non-
cash coilateral arrangement with the hedge counterparties,”
Sabatelle said. “In moderation, they enhance the liquidity pro-
file of an unregulated wholesale power issuer as it reduces the

9

Copyright © 2009, The McGraw-Hill Companies




