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Electric Deregulation

Trying to make sense of electric 

utility deregulation is like try-

ing to explain high school calculus. If 

you are familiar with math and enjoy 

it, calculus can be readily grasped 

and the principles applied. But if 

you don’t love math, calculus can be 

like attempting to learn a foreign 

language. The same holds true with 

electric deregulation; if you under-

stand how the electric grid system 

works and how wholesale markets 

function, deregulation can be grasped 

and understood. If not, deregulation 

can be a foreign language and you 

can be easily misinformed as to what 

it is and how it affects you. If you are 

one of the latter, I’d like to take you 

back in time to better help you grasp 

what deregulation is. 

  In the pioneer days of electric 

utilities in the late 1800s and early 

1900s, most utilities were owned by 

private individuals and/or holding 

companies and were not regulated. 

Companies could charge rates and 

provide service to those they chose, 

or deny service to those they did not 

wish to serve. One of the pioneers of 

the time was Samuel Insull, a former 

employee of Thomas Edison. 

  With no regulation or oversight, 

Insull was able to combine and pur-

chase many electric companies and 

put ownership into holding compa-

nies, one of which was the Chicago-

based Commonwealth Edison Co. 

Many of these holding companies 

were highly leveraged with huge 

amounts of debt compared to their 

assets. 

  In 1932, the eight largest util-

ity holding companies controlled 

73 percent of the investor-owned 

electric industry. When Insull’s 

Commonwealth Edison Co. and 

other holding companies collapsed 

during the Great Depression, wiping 

out the life savings of shareholders, 

the Federal Government created the 

Public Utility Holding Company 

Act of 1935 (PUHCA). PUHCA 

limited utility operations to a single 

state and to state regulation or forced 

divesture, so that each became a 

single integrated utility serving a 

limited geographic area. 

  For more than sixty years from 

the 1930s to the 1990s, most elec-

tric utilities, including Illinois, were 

regulated by State Public Utility 

Commissions (PUCs). PUCs were 

vested with the authority to ensure 

utilities provided reliable electric 

service with fair price structures and 

received a fair rate of return on their 

investment in generation, transmis-

sion and distribution systems. PUCs 

also ensured there was no duplica-

tion of services; two utilities trying 

to build electric systems in the same 

geographic area. Duplication of ser-

vices means rate-payers pay for two 

electric systems while only one is 

actually serving the load. 
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What to do if the power goes off
1. Check your main fuses or circuit break-

ers to ensure none of them have tripped.

2. Look at your meter. If you can read the 
numbers on the LCD display, there is 
power to the meter; you will need to 
check further for a breaker that has 
tripped or a fuse that has blown. If there 
are no numbers present on the display, 
there is no power to the meter.

3. To report an outage, call 800-606-1505. 
If you have signed up for outage texting, 
report your outage by texting “outage” to 
55050 on your cell or smartphone.

4. Make sure you have the name as listed 
on the account and if possible, the 
 account number.
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  PUCs also ensured utilities built 

an infrastructure system that had 

reliability and capacity by approving 

transmission and generation projects 

and providing for a known rate of 

return on the investment. This en-

sured there was adequate generation 

and transmission systems to serve 

the electric loads of customers in 

Illinois.

  In the early 1990s, following a 

period of escalating utility rates 

caused by high interest rates, infla-

tion and recession, a national move-

ment away from regulation was led, 

first by academia, then by legislative 

and regulatory circles. The thought 

was that a move to competitive mar-

kets would reduce electric prices. In 

1997, the Illinois legislature passed 

legislation that allowed for the de-

regulation of the supply of electric-

ity. The distribution of electricity 

would remain a regulated activity of 

the electricity function, but custom-

ers would be allowed to choose who 

they purchased the actual electric 

energy from. 

  As part of this legislation, inves-

tor-owned utilities were required 

to either divest themselves of their 

power plants or to place them in 

separate holding companies from 

the distribution company. The idea 

was that all generators of electricity 

would have the same access to the 

end-user with no preference given 

to the utility that actually owned the 

wires distributing the electricity to 

the customer. 

  Since municipal electric utilities 

and rural electric cooperatives were 

considered self-regulated, they were 

exempted from the 1997 legislation. 

Self-regulation refers to the fact that 

municipal and cooperative systems 

have directors (or city council mem-

bers) who are directly elected from 

those served by the organization. 

Members of cooperatives or custom-

ers of municipals have the ability to 

vote for those who will be making 

decisions on their behalf.

  1997 to Today

  The early days of deregulation 

was a period of little change in 

electric utility rates. While some 

large manufacturing companies were 

able to negotiate power contracts at 

lower rates, there was little change 

in the small commercial and resi-

dential markets. Wholesale electric 

producers had little desire to court 

these smaller loads and few moves 

were made from the native electric 

supplier to an alternative electric 

supplier. 

  In 2008, the national recession 

created a wholesale electric market 

with excess capacity as plants and 

large users of electricity curtailed 

or reduced operations. Generators 

of electricity scrambled to find new 

customers and markets for their 

electricity. The Illinois Legislature 

passed legislation allowing com-

munities to vote to give their elected 

representatives authority to ag-

gregate their community electricity 

needs and to negotiate on the com-

munity’s behalf for electric supply. 

  There is no doubt there have been 

savings in recent years on electric 

bills. While some give credit to 

deregulation of the retail markets, 

reality is the savings are due to the 

recessionary period and the excess 

capacity in the electric grid system. 

  Going Forward

  While there was a reduction in 

wholesale grid prices after the reces-

sion of 2008, there has also been a 

reduction in the number of power 

plants throughout the U.S. New 

environmental laws and regulations 

have caused many utilities to close 

older plants rather than make the 

investment in equipment to make 

plants more environmentally friend-

ly. Since 2011, more than 300 of the 

1,200 coal-fired power plants in the 

U.S. have ceased production. 

  The early days of deregulation 

in Illinois also saw a reversal to the 

1930s. Rather than multiple electric 

companies distributing electric-

ity throughout Illinois, companies 

were bought out and merged into 

basically two electric holding com-

panies in the state, Exelon (the 

holding company of the former 

Commonwealth Edison Co. in 

the Chicago area) and Ameren. 

Gone were Central Illinois Light 

Company, Illinois Power, and 

Central Illinois Public Service 

Company. 

  In recent years, Ameren Illinois 

has divested itself of all electric 

generation assets. While some gen-

erating plants were sold years ago 

to Dynegy, a Houston, Texas-based 

company, others were just recently 

transferred to Dynegy. Ameren no 

longer generates electricity, nor is it 

responsible for the future supply of 

electricity for its customers. The se-

lection of where to get their electric-

ity supply will be the responsibility 

of the customer—forcing them into 

the retail markets. 

  What this means is that as we 

move forward and see a recovered 

economy, the wholesale supply of 

electricity will not be so plentiful. 

Other than the Prairie State Energy 

Campus near Marissa, there has 

been no new base-load generation 

built in the state. 

  Wholesale grid prices are already 

beginning to reflect the reduced 

supply of electricity. In 2013, the 

average market price for Southern 

Illinois Power Cooperative (SIPC, 

our generation and transmission 

supplier at Lake of Egypt) was 

$35.88/MWh. In January and 

February, the average market price 

was $72.18 with a peak on January 

7 of $1,830.00/MWh. On February 

11, the peak was $692.45/MWh. 

  Companies that were offering 

savings through community aggre-

gation in the past are now offering 

new contracts with pricing that is 

sometimes 38 percent higher than in 

the past. Some alternative retailers 

are walking away from communi-

ties they once served; they no longer 

want the risk of providing electricity 

at a guaranteed price. 

  We know the rate increase in 

February of 2012 that was caused by 

SIPC’s purchase of a portion of the 

 Continued on page 16c
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Prairie State Energy Campus 

was not an easy cost to accept. 

We also know that right now 

you may be paying a higher rate 

than your neighbor down the 

street, but we hope you can see 

the benefit that Prairie State 

will bring in the near future. 

While customers of electric 

companies in Illinois will soon 

be affected by higher wholesale 

grid prices, the members of 

Egyptian Electric will benefit 

through ownership of their own 

generating plants and the stabil-

ity that ownership brings. 

  Some believe electric coop-

eratives and municipal electric 

systems should be required 

to provide open access like 

Ameren and Exelon customers 

have to let them decide who 

supplies the electricity. Had that 

been the case, SIPC would not 

have been able to participate 

in Prairie State. In fact, it is 

most likely Prairie State would 

not have even been built as its 

owners are either electric co-

operatives or municipal electric 

systems. 

  Without Prairie State, SIPC 

would be forced to purchase 

the majority of your electric 

needs from the wholesale grid. 

While Prairie State has had its 

bugs, those were not unantici-

pated. Any project of that size 

and complexity goes through 

a period of modifications and 

experimentation to find the best 

method of operation. We are 

seeing that period coming to 

an end and an increase in the 

reliability of the plant. With 

increased reliability also comes 

rate stability, our end goal in 

becoming an owner of Prairie 

State.  

Youth Day

Sen. David Luechtefeld and 

Rep. Jerry Costello II met with 

students representing Egyptian 

Electric Cooperative Association 

during the Illinois Electric and 

Telephone Cooperatives Youth 

Day on Wednesday, April 2 in 

Springfield. More than 200 students 

from downstate Illinois had an op-

portunity to visit the State Capitol, 

view state government in action 

and question their legislators on key 

issues. They also were invited into 

the office of Secretary of State Jesse 

White. 

 During breakfast, Lieutenant 

Governor Sheila Simon addressed 

students and chaperones and chal-

lenged them to take an interest in 

the political process and encouraged 

them to talk to their state senators 

and representatives about issues that 

interest them. While in Springfield, 

the students also visited the Illinois 

State Museum, Old State Capitol 

and Abraham Lincoln Presidential 

Museum.

 The day was sponsored by the 

AIEC and is designed to introduce 

young rural leaders to state govern-

ment. There were 24 cooperatives 

from across the state represented at 

the event.

 The students representing 

Egyptian Electric Cooperative were 

Jamee Houchins, Marissa Junior/

Senior High; Elizabeth Koester, 

Christ Our Savior Lutheran High 

School, Evansville; and Valerie 

Howie, Emily Little and Jessica 

Thornton, Coulterville High School. 

The students were selected from 

the service area of the Cooperative 

by an application process involving 

scoring in ten different categories. 

Houchins, Koester and Thornton 

were selected by judges to represent 

Egyptian Electric Cooperative this 

summer in June at the National 

Rural Electric Youth Tour in 

Washington D.C. 

Pictured front row l-r are: Jamee 
Houchins, Rep. Jerry Costello II 
and Emily Little. Second row: 
Jessica Thornton, Elizabeth 
Koester and Valerie Howie.

 

Youth DayApril 2, 2014
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Win an iPad!

Any member who goes green 

and signs up for paperless 

billing between June 1 and the 

Annual Meeting on July 24 will 

automatically be entered into a 

drawing to win a free iPad 2 with 

16GB of memory. The drawing 

will be during the annual meet-

ing and the winner does not need 

to be present to win. 

 To sign up for paperless bill-

ing, click on the Pay Bill icon in 

the center of our website, which 

will take you to SmartHub, our 

internet portal for member care. 

If you are already a registered 

SmartHub user, just login and go 

to the My Profile tab. Then click 

on the Update My Printed Bill 

Settings and click on Turn Off 

Printed Bills on the right-hand 

side of the account. A pop-up 

box will verify that you wish to 

stop printed bills for the account. 

 If you are not a registered 

SmartHub user, click on the Sign 

Up for a New User. You will need 

your account number from a bill, 

the last name and last four digits 

of the social security number as-

sociated with the account. Then 

input your email address and 

create a password. Once you are 

a registered user, just follow the 

rest of the instructions above. If 

at any time you need help, feel 

free to contact a CSR at 800-

606-1505 during normal working 

hours and they will be happy to 

assist you.

 Each month when your bill 

is processed, you will receive an 

email informing you that your 

bill has been processed and is 

ready for viewing. It will tell you 

the amount of the bill and when 

it is due. Just login with your 

email and password to view the 

complete bill or to print a copy 

for your records. 

 Go Green and win. 

2014 Annual Meeting Scholarship

Five Egyptian Electric 

Cooperative college or college-

bound students will walk away 

from the 76th Annual Meeting of 

Egyptian Electric Cooperative on 

July 24, as very happy individuals.

 The Cooperative will be giving 

five $1,000 scholarships to mem-

bers, or dependents of a member, 

that attend the Annual Meeting 

and have completed and returned 

the Scholarship Application by 

July 11. The selections will be made 

by drawing during the Annual 

Meeting. 

 The applicant must be a member 

in good standing of Egyptian 

Electric Cooperative, or is the 

dependent of a member of the 

Cooperative who is in good 

standing, and must have been 

a member for one year prior to 

July 1, 2014.

 All applications must be signed 

by the applicant and parent or 

legal guardian (if 

a dependent) and 

returned to the 

Cooperative by 

4:00 p.m., July 11. 

Incomplete applica-

tions will not be 

accepted. 

 The applicant, 

if a dependent 

of a member, 

and the parent 

or legal guard-

ian must attend 

the Cooperative’s 

Annual Meeting 

on July 24, 2014 

at the Steeleville 

American Legion. 

The applicant and 

parent/legal guard-

ian (if a dependent) 

must be present 

at the time of the 

drawing. 

 All applicants must check in at 

the registration table before 7:00 

p.m. the evening of the Annual 

Meeting.

 The applicant must be enrolled, 

or have applied for enrollment, 

in a full-time undergraduate 

course of study at an accredited 

two or four-year college, univer-

sity or vocational school for the 

Fall 2014 term.

 The scholarship will be sent di-

rectly to the recipient upon veri-

fication of enrollment.

 Prior recipients of Egyptian 

Electric Cooperative Association 

Annual Meeting Scholarships 

are not eligible to receive a sec-

ond scholarship.

 Applications are available by 

contacting an Egyptian Electric 

Cooperative office or downloaded 

from our Web site, www.eeca.coop 

and clicking the scholarship link in 

the News and Events tab. 
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