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SUMMARY: Maryland's eectric utility has had major problemsfor years
requiring theintervention by the US Congress, but where are our elected US
officials (Senate Barbra Mikulski & Ben Cardin and Representatives. Roscoe
Bartlett, Elijah Cummings, Wayne Gilchrest, Steny Hoyer, dutch Ruppersberger,
John Sarbanes, ChrisVan Hollen, and Al Wynn) and why have they been ignoring
or down-playing Maryland's public outcry plusthe numerous other activitiesloudly
seeking electric utility rate justice and intervention via the US Congress to change
FERC/PJM grosdy non-competitive laws? Why aren't they working closely with
our State officialsand other PJM state representativesto develop a pro-active, near-
term encompassing plan calling for timely resolution of the nation's faulty
deregulated utility problems?

Maryland's 1999 quas deregulated eectric utility isin a" crisis state” whether
it isofficially declared or not, dueto: the threatened 2011-2012 brownouts
blackouts, the unwarranted nearly 100% rate gouging increase, and the blatant
blockage of competitively available power imposed by powerful out-of-state
cor porate utility giants (Constellation Energy, Exelon, etc.). Unconstrained, these
corporations " bascally wrote-their-own US and Statelaws' (FERC, PJM, and
States: MD, DE, IL, NJ, ...) that enabled " racketeering like control/ enfor cement"
of electric wholesale rate-gouging auctions concurrent with creating power grid
congestion and electrical shortages by blocking/ avoiding construction of new
transmission lines and new load based, modern, environmentally friendly coal-fired
power generators (also needed toretire the old polluting ones). Our US and state
elected officials must stop ignoring the huge public outcry and start working



together to achieve a fair, long enduring solution to the problems. These major
problemsare clearly identified here along with streamlined, " best” long term cost
effective recommended solutions:

-Change the FERC/PJM wholesale auction and related rulesfor fairness

-Establish a State Power Authority (SPA) empowered to over see/ensure competition
and to implement solutionsidentified herein.

-SPA let long-term contractsfor 2 (500kv) transmission linesacrossMD to WV & PA
-SPA let long-term contracts for four or more emission efficient, load based coal-
fired generators (two generatorsfor more power and two for retiring the two most
polluting generators- then proceed to buy and retire remaining outdated, state
polluting generators)

-MD State fund upfront (as necessary) transmission lines and load based generators
to expedite their availability- award long term contracts with option for the state of
Maryland to own these new assets after end of contract!

-PSC to provide billing/collecting service to competing providersto permit
residential aggregatesto competitively compete for better rates.

-PSC to divide state utilities SOS into small packets (~50KW units) to facilitate
residential aggregate competition.

-Block Congtellation Energy'sbid to build " new" nuclear generator in M D until
"low waste fast- breeder” version under UStest isavailable, thus protecting MD's
rate payers from needless, long-term financial obligation to store/dispose of even
mor e highly radioactive nuclear waste as currently required for Calvert Cliff units,
-Sponsor a state 2008 referendum of above actions/funding for public support

Restructuring and Re-regulating Maryland's Electrical Utilities

The PSC is currently conducting a comprehensive dialog with the M aryland
General Assembly on waysthat immediately start to correct the existing electric
utility restructuring fiasco that created a financial windfall for powerful electric
utility corporationsresiding primarily outside of Maryland. It isabsolutely
essential that Maryland's Governor O'Malley, the General Assembly and the PSC
intervene with timely, bold leader ship and new policieslawsto regain control of
Maryland's electric utility fate. These out-of-state corporations continue to reap
huge annual " grid congestion/monopoly” financial rewards from Maryland's
ratepayers by blocking fair competition via congested intrastate and interstate
electric transmission grids and by preventing competition from constructing lower
cost, low emission load based generators! Hopefully thisrecommendation herein
along with ref. 4 review will be helpful in defining a clear proactive path for solving
theMD electrical crisis!

Federal laws PURPA (1978); EPACT (1992);and FERC orders 888 & 889
(1996), and order 2000 (1999) wereissued with a basic noble objective of lowering
electricity ratesto all usersand opening the national electricity market to
conventional and a wide variety of innovative and renewal energy providers by
providing robust accessto the national and state power grids. Thisobjectiveis still



valid and achievable, even though powerful, multi-state corporation in several states
have temporarily " hijacked the process'. The proposed Option Six herein with its
milestone chart also strivesto achieve this noble cause.

Background: The 1999 Re-structuring Law enabled outside corporationsto quickly
acquired MD's electric generatorsworth an estimated $18-24B for only $5B book
value, and then to levy a huge 72% rate increase (upon the removal of a small rate
cap and a Katrina/Rita contrived multi year " cost spike serge"). Thisrateincrease
equatesto an " annual added" charge of about $1.9B (Original rate payer annual
bill= about $1,000; 72% increase =$720; 2.4M rate payerstotal (1.1M for BGE,
1.3M for the other utilities) X $720=$1.9B). These same corporationsin
conjunction with the flawed FERC and scandalous PJIM (M D'stransmission grid
operator- are also stakeholders) facilitated MD'stransmission grid congestion,
generator shortages, and stymied competition for the last eight years. Thelr
blocking actions has been vastly profitable for them while it cost rate payersan
additional $500M dueto grid congestion in just one year, 2006. Now they are
threatening rolling brown/ black outs starting in 2012 unlessthey are authorized to
raiserate even higher. Transmission grid-lock and energy shortage intimidation
yielded by these powerful outside corporations must be stopped and can be stopped
asdefined herein. A very similar financial gouging, brownout situation was
facilitated in CA by similar powerful corporations. That caper ultimately resulted
in long term high rates, the expelling of Governor Gray, and the installation of
Governor Schwarzenegger. Restructuring has been enacted in other states such as
DE, NJ, IL,and CT with similar disastrousresults. Thisabuse of power reinforces
the concept that absolute power corruptsand that the states and the US Congress
must cooper ate, revise the laws/policies, and provide enforced oversight to ensure
fair competition!

An impartial review of the reference documents 1-4 should clearly give a
"criss' wake-up call for Maryland's elected and appointed officials and emphasize
the need to " pro-actively and timely take control” of MD's electric utility
operationg/destiny and to finally stop the financial exploitation by the powerful,
outside corporations. Although thereferenced documents do an excellent
review/analysis of " most" of the problems/issues and presentsfivere-regulation
options, the options are still incomplete in a number of very important areas, asthey
acknowledge. Thefollowing material buildson options 1-5 of ref. 1. and isintended
to provide a more encompassing, combined draft option that will hopefully expedite
finding a fair and complete solution to Maryland's Electric utility dilemma for all
participants: large and small diversified generator providers, transmission grid
providers, and all customers (residential, commercial and industrial).

Option 6: More Restructuring & Re-regulation

1. MD Electrical Crisis. The governor ideally will declare MD to bein a" State
of Electrical Crigis' to permit invoking federal (DOE:Electric Transmission
Corridor- for timely land access) and state emergency measures and procedures that



will end the M D transmission grid congestion and permit construction of new load
based electric generators. Justification:

-PJM and the powerful utility corporations are warning of impending 2011/2012
rolling brownouts blackouts! (Naturally they arein a position to " make it happen™
asin CA sincethey are basically free- whedling/under-regulated and arethe
primary owners of the electrical gridsand generators.) The PIM/Utilities have
proven to be highly unreliable dueto their eight years of construction in-action!

-Reference 4 presents a coordinated financial attack by the utility corporations
supported by the FERC/PJM - hence an urgent call for a congressional probe.

-PJM has 6,871 MW capacity in it queue, but only 24 MW wasin service as of
July 2007. Construction of 760 MW has been suspended. Only 33 MW additional
capacity is expected to bein service by end of 2008, and an additional 239 MW
capacity by end of 2009. The commission considersthe outlook for adequacy of
MD's electricity supply to be " FRAGILE" .

-PJM hasnot corrected the severetransmission grid congestion and load based
generator shortage for MD (and other PIM states) for the last eight years.

-PJM management wasin arecent " abuse of power" scandal when it tried to
muteits" Independent Oversight Monitor" Dr. Joseph Bowring. FERC was
pressured to intervene, ultimately separating the oversight function from PIM.

-M D providers, since 2000, have only built about 700 MW and its mostly pricey
gas-fired generators. M D has approved an additional 830 MW of pricey gas-fired
generators, but thereisonly effort to build 100 MW of the total capacity. No
requests have been made to build low cost " load based" coal-fired generators-
which arethe primary generatorsfor stable, low cost electricity. MD iscurrently
dependent on obtaining 30% of itselectricity need form out of state- and this
dependency isworsening! Most of MD generatorsare old and need replaced with
modern load based coal-fired generators.

-M D has only only about four yearsuntil 2012 to resolve itsrestructuring issues
and to build vital, new transmission grid and to start building load based coal-fired
generators (plusresolve land accessissues, etc.)

-BRAC will provide a near term power demand increase as thousands of new
resdentsmoveinto the state.

-PJM and M D regional providers (BGE, PEPCO, etc.) have blocked residential
aggregates from forming and competing by preventing accessto a robust residential
aggregate billing/ collection servicesfor the competing providers.

-Many more PIM & MD providers short-comings can be added if needed.

2. MD Referendum: M D could/should have a 2008 referendum for the votersto
support any major controversial restructuring issues such as. Funding state
owned/backed " new" transmission gridsand " new" load based generators,
Declaring Stateto bein Crisis status;, Using state bonds, retirement fund, some
lottery funds, etc. to build new transmission grids & generators.

3. State Power Authority (SPA): MD urgently needsto establish a State Power
Authority and mandated it to resolve the state's electrical crisis. The SPA could



contract out its staffing needs until the capability is established within. Some of the
SPA effort include:

-Coordinate with other PIJM statesto lobby the congress, FERC, and PIM for
FERC and PJM rule changesto improve fair competition, get all providersrobust
accesstothegrid. Do not accept the premisethat MD must perform a subordinate
roll relativeto the FERC and PJM astheir authority can and must be changed by
coordinated pressure from collaborative/cooperating states.

-Typical tasking: Acquire/procure land building sitesfor new grids and generators.

I mproved wholesale procurement procedures. Revised/updated grid and generator
procurement planning and procure capability asrequired. The PIM iscurrently
highly dysfunctional/ineffective and the SPA needsindependent authority to " work
around the PIJM asrequired" to avoid/minimize the looming 2011/2012 brownout/
blackouts. Thereare many moretasks- seeref 1. options 2-5 for more tasks.

Priority Mandate NUMBER ONE:

-Transmission Grids/M anagement: Expedite procurement of new
transmission gridsand " Manage their Operations' to ensurethe MD grid
congestion is quickly eliminated and new competitive providers have robust access
to thetotal grid network as originally envisoned by the FERC national competitive
objectives. Thisgrid procurement should provide robust (500K V lines)
transmission grid upgradesacrossMD and into WV & PA that eliminateall of MD's
grid congestion well into the future. The USDOE Announced in 2007 the need to
construct a Mid-Atlantic Area National Interest Electric Transmission Corridor that
will run from WV through MD, DE and on to NY. These lineswill be 500KV and are
considered to benefit the region and hence, theregion isrequired to share the cost.
The PIJM hasalso approved at least four transmission projectsthat affect MD.
However, sincethe PJIM performanceislessthan desired, the SPA should revisit
these projectsto ensurethey aretruly beneficial to MD, or they may need revisions
dueto land access or for other considerations. The SPA should consider cooperative
effortswith the DOE, PJM and other states as applicable to properly sharegrid
cost. However any agreements should have a provison/clause for MD to go
"forward and alone" if necessary to maintain the critical schedule. Additionally,

M D should plan to " fund thetotal MD state grid construction cost upfront”, if
necessary, to ensurethe project iscompleted in atimely manner- asthere will be
many pressuresto stop/delay thisconstruction. Appropriate fund sharing can be
recouped from the other PJIM member states when they need accessto the new grid.
One must remember there are huge financial incentivesfor PJIM and the powerful
outside corporationsto delay grid construction (and generators) asrates are highest
in congested regions due to the use of pricey gas-fired peaking generators and
related PJM congestion wholesale rules. PJIM and the outside corporations have
demonstrated their ability to greatly delay construction projectsfor the
transmission grid upgrades (and new load based generators) over the last eight
yearsin MD.



Ending grid-lock congestion and fostering true competitive accessto the
power grid will eventually permit lowering user rates. These new linesalso end the
need for expensive gas-fired generatorsthat use price volatilefuel. MD can readily
afford to fund the grid construction alone if necessary asitsrate payersare
currently spending $2.4B annually that could be drastically reduced (see above
$1.9B annually dueto the 72% increase plus $.5B annually for grid congestion. Also
see Table 1 below which shows WV & PA (industrial) electricity ratesare very low-
giving huge price marginsto work with!). Total cost (est. $4B) for " all new MD grid
construction” will belessthan the cost of " on€" new load based coal-fired generator
. Oncebuilt, other grid users can/should be charged (est. $3B dueto region sharing)
to payback MD'sinvestment. American Electric Power & Allegheny Energy
announced in the Baltimore Sun Newspaper 12/29/07 a request to the FERC (for a
rateformulato recover cost " -naturally from rate payers') to build a 290 mile-long,
extra-high-volt transmission line from WV to Fredrick. MD should " take-over and
accomplish the MD segment of thisgrid”. Given the shady, past eight yearslack-of-
performance of the FERC, PJM and the powerful outside corporations, one could
build a case that thisapplication for the construction of the power grid ismerely a
political appeasing act and that actual construction will be greatly delayed thus
ensuring that huge profits from grid congestion will continue almost indefinitely.
MD officials owesit to itsresidents not to standby and to " allow eventsto play out"
asthey may! MD's State Power Authority needsto intervene, take control and
manage construction of transmission grid'sto ensure they are completed by 2012.

SOS/Aggregation: MD residential users have been locked out of accessto lower cost
competitive providers by PIM/MD's very powerful utility corporation. These

cor porations basically have abusive power control of the MD transmission grid and
have facilitated grid congestion and discourage construction of new load based
generatorsover an eight year period, thus projecting the stateinto a PJM warning
of a 2012 brownout/blackout. MD resdential users absolutely have no lower cost
provider optionsthan the Standard Office Service (SOS) rate- that iswhy they have
not changed providers. Seetables1& 2 below. Only 7 of the licensed providers offer
residential service and none have cheaper ratesthan SOS. M D's Office of Peoples
Council confirm thissituation. Four of the lowest cost states on the PJIM grid
(WV,KY, TN & IN) do not have provider servicein MD presumably dueto grid
congestion and/or a lack of capability to provide billing/collecting servicein MD. VA
has cheaper rates (8.6 c¢/kwh) than M D (10.86-13.70) and itson the PIM grid, but its
provider chargesMD residential 13.79to 13.90 c/kwh. It isabsolutely essential for
MD to end thisabusive use of power by empowering the PSC (ideally via State
Power Authority) to make upgrading thetransmission grid and taking over its
management operationsto ensurerobust grid accessistheir number one priority.
Additional MD's 2.4M member of the SOS should be segmented into smaller
50M W sizes aggregates, asproviderson the PIM grid typically bid on " blocks of
power" of that size. Furthermore, the providersshould berestricted from bidding
on morethan about 20% of the total number of blocksto prevent their controlling
thismarket. Another issuerequiring resolution isthelack of small providershaving
the ability/ resourcesto offer residential aggregates billing/ collecting service. The
PSC could offer this service from an independent source(s) or mandate the current



MD utilitiesthat own the power grids, read the power meters, perform the SOS
billing/collecting service to also be required to provide this billing/collection service
at the going rate to the small competing providers of the SOS blocks and other
residential/ commercial aggregates. Thisbilling/collecting serviceisneeded asthere
are NO providersin MD today that hasthat capability, other than the existing
power grid owners. Thisdeficiency wasnoted in Jan 2008 when the Northern Anne
Arundel County Chamber of Commerce (NAACCC) recently formed a commercial
aggregate and contracted with a broker to negotiate for lower rates with competing
providers. NAACCC also plansto form additional aggregatesto permit more
frequent procurements. NAACCC and the broker were contacted to combinea
residential aggregate with their commercial aggregate only to learn they are
receptive but that the broker and the competing providers do not have a billing/
collection service capable of handling large aggregate memberships. Obvioudy this
billing/collection shortcoming needsto be solved. M eanwhile, the PSC should
continue to authorize and encourage aggregate formation (joint residential,
commercial, and Industrial) at the counties, cities, municipal, provider levels, (with
additional aggregation between themselves) as well as aggregation at the community
association and active group levelsif necessary. These aggregates could eventually
group to procuretheir own load based generator(s) and reap the additional financial
gain of ownership.

Priority Mandate NUMBER TWO:

- Additional Load Based New GeneratorsM anagement: Priority should be
to obtain at the earliest (concurrent with obtaining the new transmission grids) at
least two (four preferred) new (+600 MW each) load based, state-of-the-art, low
emission coal-fired generatorsthat efficiently produce very low cost eectricity, thus
eliminating the need to procure the proposed reserve capacity 1200MW of
additional pricey gas-fired generators. Follow-on, on in parallel, procurement of
additional load based modern coal-fired generators should be made to permit
decommission gas-fired peaking generators and/or the existing older, heavy
polluting coal-fired generators (some units fail emission standards)- thus
significantly reducing the overall pollution levelsin MD. Fortunately MD islocated
adjacent to two states, WV & PA, that have an abundance of excess electrical power
aswell asan abundant supply of coal (estimated to last for 100s of years). MD
should prioritize installing its modern coal-fired generators on the borderswith
these statesto reduce the coal supply logistic costs aswell asto have access with the
newly installed transmission grids. In regard to generator management, M D should
either purchase the new generatorsitself, or only allow new providersto buy the
generatorsasa " controlling practice" to reduce power abuse by dominant energy
providers (Constellation & Mirant own 85% of generatorsin M D). A good policy
would appearsto limit ones ownership to lessthan 20% of total grid usage asthis
hasworked for other state. Renewable energy generatorsof all types should also be
encouraged (with perhaps modest subsidies (grid accessrates, etc.) to facilitate
introduction of viable technologies) and have robust accessto thegrid. MD should



consider adopting CA law that encourages 1M solar usersto provide energy to the
power grid during peak load periodsviatheir home meters. MD'scurrent law istoo
restrictive and discourages this operation- thislaw needsrevised. Hopefully the
design of the new meterswill permit this operation aswell.

However, current old style nuclear generatorsarereic white elephants
with very high financial risks and long term nuclear waste storage cost/obligations.
MD rate payers should not be obligated to financially support such outdated, high
risk ventures! Constellation Energy hasexploited M D rate payer by acquiring the
two generatorslocated at Calvert Cliff, MD for about 1/4 their value and then
greatly increased their eectric cost asthough they were pricey gas-fired generators.
Additionally, they off-loaded the nuclear waste storage cost burden onto the MD
electricusers. Needlessto say, any old style (classified as" new" but not fast
breeders) nuclear generator venturesin M D should be fully funded by their sponsor,
Congstellation Energy, and their financial supporter without any MD rate payer
financial commitment! The US, Russia and France are currently conducting
prototypetest on modern fast breeder reactor (typelV) unitsthat essentially
consume 99% of the nuclear fuel and generate negligible nuclear waste (safe after
hundreds of yearsvice thousands), plusthey can be fueled use re-processed spent
fuel from conventional nuclear generators. Those unitsare the desirable nuclear
plants of the future. M D should only authorize Constellation Energy to build any
new generatorsin MD totally " at their own risk and expense" without any
guaranteed funding by MD rate payers. Naturally, MD rate payers might purchase
their nuclear generated electricity " when/if they come on-line and provided
electricity that is cost competitive with other providers- that iscalled competition!" -
but their current two nuclear plant produce electricity that isnot priced to be
competitive with the planned new coal-fired generator. See Table 1 below that has
WYV residential rate of 6.44 c/kwh and industrial rate of 3.8c kwh.

Priority Mandate NUMBER THREE:

Long Term Contracts. Electricity wholesale market- M anaging long term
contractsin the electricity wholesale market with the objective of providing price
stability isan art that needs built in flexibility to provide fairness and reasonable
returnsfor ones services. Thismandate should also be performed concurrent with
the other mandates asit iscomplementary. M oderation appearsto alwayswin out,
thereforeit isproposed that a maximum five year contracts be awarded that hasa
couple of threeto five year options. The contract should contain fairness provisions
that allow for reasonable fuel price surge recovery aswell asjustifiable other related
charges. The contract options provide flexibility for unforeseen eventsand larger
cour se changes.

Generator/Transmission Grid procurement: Long term contractsto procure
energy over many years are awarded to encourage providersto procurement new
generatorsasthe provider isguaranteed a meansto payoff a significant portion of



the generator cost. Likewiselong term contractsto procuretransmission grid
access for a given volume of energy over many years are awarded to encourage grid
providersto procure new transmission gridsasthe grid provider isguaranteed a
means to payoff a significant portion of the transmission grid cost. These contracts
also need the same flexibility and fairness as mentioned above for wholesale market.
Contracts of these types are largely based strongly on shared risks. Most experts
seem to agree that staterate payer ultimately paysfor " all the cost no matter what
theagreement ". Therefore therate payer really isaccepting " all therisk" while
ending up with " none of the assets'! Thisidentical situation happened where BGE
"bought generators' and then " sold them™ to Constellation Energy at the total
expense of theratepayer. With thisfact in mind, then M D officials, asthe financial
steward of itsratepayer/resdents, should strongly re-evaluate its procurement
policy for the 21st century and start making contractual agreementsthat are" fair
and favorableto all" - including the ratepayer/residents. Thisisachievable by
awarding long term contractsthat guarantee the provider will be paid his expenses
plusagood rate of return, but the contract has a clause that permitsthe stateto
ultimately acquirethe assets at a specified amount. Under thissituation, everyone
wins. Since both the generator and transmission grid assets have a long life, the
state can then continue to operate the assets (contract out their operation to the
original buyers) and usethe income for a variety of state obligations (retirement
benefits, new construction, etc.). Thiswould be a great selling featurein any State
Referendum seeking approval for " go-it-alone" expediting construction projects
needing state sponsored bonds, etc

Priority Mandate NUM BER FOUR:

EM Power Maryland: Governor O'Malley identified seven areasto help state
government achieve energy savings of 15% by 2015. The MD Energy
Administration also identified four moreinitiativesfor residents. Theseinitiatives
aswell asmany more should be encouraged and supported asthey provide the best
benefits of all energy options. This mandate can safely be performed in paralle to
the other mandates. Another energy saver would beto consider adopting CA law
that encourages 1M solar usersto provide energy to the power grid during peak
load periodsviatheir home meters. MD'scurrent law istoo restrictive and
discouragesthis operation- thislaw needsrevised. Hopefully the design of the new
meterswill permit thisoperation as well.



Informative & Background Support Information

Thefollowing information is provided to show therelative position of MD to the
other states and to show how the powerful out-of-state corporations have stymie fair
and robust competition by limiting accessto the transmission grid. Implementation
of the above option will break thistransmission grid congestion and enable all the
competing providersto have grid access.

The below Energy Information Administration Data for table 1 was obtained at
WWW.EIA.DOE.GOV . Date of DOE datarelease: July 2007. Thisdata has been
reformatted from the states being listed alphabetically to the states being listed by
descending averageretail price for theresidential user. Thisreformatted data
clearly displaysthe most and least expensive states and their relationship to
Maryland. Additionally, ALL the PSC licensed providers (28 unique- PSC records
list 112 residential providersbut it includes numerous duplications) have been
added to the chart to clearly show questionable rate gouging, low cost regional
provider excluson, and perhaps colluson between some providers and the PIM
(Regional Transmission Organization electric power grid for Maryland, 12 other
states and DC) as shown below! PIJM buys and sellswholesale power via the
national grid directly to " providers, agaregates and retail” .

1. A majority of the state€'selectric users have had a 20% or morerate increase
since 2006 (table 1). Maryland wasranked #17 down from the most expensive state
(HI) in 2006 before the 72% increase, and now it hasincreased itsrelative position
to beranked #13 in 2007, implying an excessiverateincrease. It also showsthere
are several stateswith very low rates and excess power capacity for sale.

2. Commercial and industrial rates are cheaper than resdential rates on average by
about 1.5¢c and 3c respectively (table1). Thisimplies quantity purchasesare
regularly given discount rates.  Recently, residential users have been authorized by
the new PSC to freely form aggregates that include commercial and industrial users
to competitively obtain lower rates. Those very large aggregates with member ships
at or near the county's user size (100K s) would exceed millions Mwhr in usage and
hence qualify for rates below the current industrial rates (savingsfor all, and
savings greater than 36% or more for residential users (assuming 11c resdential
goestothe 7c or lower industrial rate, asin PA or the several cheaper PIJM states
(MI1,IL,IN,KY,WV)). Additionally, the PIM sellsdirectly to very largeretail
(residential), commercial and industry users, thus bypassing middlemen brokers
and their related fees, hence the potential for even greater savings! Toreceivetop
electric rate discount (Type 11 >600k kwhr/mo) only requires about a 600 home
aggregate. Also PIJM sellswholesale electricity in units of 1M kwhr/mo which is
only about 1000 home usage. Theserelatively small figures confirm that modest
aggregates are capable of competing competitively.



3. Only BGE and five of the 28 MD licensed providers are actively seeking new
residential users (table 2), and all five providershave very high rates near or well
above BGE'srate. Theother 22 providerssell to commercial & industrial usersor
arein limbo waiting for either the formation of large aggregates (1000sto 100K s
members), and/or disclosure of an impending ruling by the new PSC stating how/if
the state plansto re-regulate/ control the Maryland electric industry and related
wholesale purchasing procedures. Also notethat several PIM stateswith large
excess electric power capacity do not havetheir providerslicensed in MD
(M1,IN,KY,WV) and two stateswith huge surpluses (PA & IL) hasonly oneMD
licensed provider, which greatly limits competition (tables1 & 3). Thislimbo status
will change rapidly should the PSC ruling continue to permit/ encourage aggregates
and fair competition, and new transmission grids come on-line and give providers
access. A short survey was made that quickly determined thereis strong support for
forming aggregatesto obtain lower rates. The below response was obtained:

*Anne Arundel County (County Executive, Mr. Leopold’s, representative

stated an interest in pursuing this concept), 100,000s of homes

*Anne Arundel County, District 3 (Councilman, Mr. Dillon) (est. ~+190,000

homes) stated an interest, pluswith commercial/ industrial (C/1) business

associates participation.

*Greater Pasadena Council (represents about 34 community associations

consisting of well over 16000 homes) isvery interested.

*Chelsea Beach Residents Association (=800 homes) isvery interested.

4. Thereisa PIJM power excess of about 10. 3% at thistime, with more power plant
construction planned, but thereis only meager construction activity. (table 3).
Thereisalso significant regional grid congestions. Additionally, the PSC annual
report statesthat appreciable excess capacity was available at auction by providers
at two recent secessons. However it isimperative that the new PSC becomes
directly involved with the PIM to independently assessthe grid congestion problems
and to participatein future planning sessonsfor MD grid upgrades. This PIM
review definitely should encompassthe stateswith large current and planned excess
power capacity (IL, IN, KY, MI,WV and perhaps TN). Maryland must avoid totally
relying on the PIM plannersasthey profit from rate gouging due to power shortage/
interruptions.



Table1. Maryland Electric Rates through July 2007
www.cia.doe.gov/cneaf/electricity/epm/table5 6 b.html

State  AveragePrice (c/kwh) PJM Regional PIM StateElectric Maryland
Retail Industrial Transmission Power Generation: Licensed Providers
Commercial Organization- in million Mwhr 28total (Some
DistributesElectric + Excess; ( ) Short  PJM statesdo not
HI 22.80 20.64 17.11 Power on Grid to have providers!)
CcT 18.84 15.46 12.98 MD, & 12 other
NY 16.89 15.34 8.74 states plusDC 2
MA 16.57 15.1 13.21 2
NH 14.92 13.26 12.50
AK 14.82 11.69 11.74
ME 14.68 12.62 11.91
CA 14.44 12.44 9.74 1
VT 14.13 12.29 8.78
NJ 14.05 12.63 11.24 PJM (21.9) None
RI 13.80 12.61 12.11
TX 12.42 9.93 7.81 3
DE 12.84 11.11 8.44 PJM 4.0 None
NV 11.59 10.02 8.09
FL 11.07 9.60 7.64
MD# 10.86-13.70 11.46 9.07 PJM (15.7) 12
PA 10.85 9.24 6.92 PJM +69.8 1
DC 10.66 11.80 10.09 PJM (11.6) None
Wi 10.74 8.62 6.22
MI 10.31 9.01 6.45 PJM +11.2 None
IL 10.25 8.35 6.46 PJM +49.1 1
AZ 9.48 8.03 5.92
OH 9.47 8.66 577 PJM 3.2 None
LA 9.46 9.29 6.89
1A 9.45 7.15 4.79 1
(6] 9.27 7.67 5.95 1
MN 9.17 7.56 5.81
NC 9.17 7.28 5.23 PJM +1.4 1
MS 9.16 8.78 5.16
SC 9.13 7.70 4.74
GA 9.08 8.03 5.23
AL 9.04 8.49 5.14
NM 8.96 7.58 5.45
MT 8.66 8.19 5.12
VA 8.60 6.24 4.90 PJM (30.0) 3
AR 8.51 6.72 5.06
KS 8.35 6.99 5.16
OK 8.28 7.00 5.20
uT 8.18 6.54 454
IN 7.99 711 492 PJM +23.9 None
Sb 7.89 6.41 5.02
OR 7.93 7.07 497
TN 7.71 7.95 5.42 PJM (6.8) None
WYy 7.64 6.13 4.10
MO 7.57 6.32 4.78
NE 7.35 6.23 4.73
KY 7.20 6.64 455 PJM +8.4 None
WA 712 6.52 475
ND 7.07 6.38 4.47
\WAY 6.44 5.68 3.80 PJM +63.4 None
1D 6.15 5.02 3.77
Total +227.2 (92.7) 27

Power Excess= 227.2- 92.7= +134.5 (10.3%)

Note:-M aryland’s Power % Usage; Residential=41. 6; Commercial=26. 2; Industrial=31. 5;Other=.7
-Thereare 28 unique electric providers, listed above, in Maryland. The PSC web siteindicates
112, but there are numerous duplications between the six Maryland electric regions.



TABLE2 TOTAL LISTING OF MARYLAND ELECTRIC PROVIDERS

RETAIL MD LICENSED
Rate PROVIDERS

#13.79-13.90 PEPCO Energy Services
#12.79-12.90 Commerce Energy, Inc

#11.60-11.90 Clean CurrentsLLC
#11.70 Horizon Power & Light,LLC
#11.33 BGE-Home Products & Services,Inc

#11.03 (SOS) Energy ServiceMgnt.LLC/
Maryland Energy Consortium
Affiliated Pwr Purchasers International.
BTU Energy,LLC
CQI Associates,LLC
Energy Options,LLC
Mid Atlantic Renewables, LLC
National Energy Consortium,LLC
Smith-Energy,LLC
South River Consulting
Synergetic Energy Pools
Energy Window, Inc
MidAmerica Energy Company
Blue Star Energy Services
Essential.Com
Smart Energy.Com
New Power Company
Consolidated Edison Solutions,Inc
Econnergy Energy Company
Dominion Retail,Inc
Direct Energy Services,LLC
Spark Energy,LP
Integrys Energy Services
Washington Gas Energy Services,Inc

HOME
STATE

MD

ACTIVELY
SEEKING
RESIDENTIAL

USERS

YES
YES
YES
YES
YES
YES

NO
NO
NO

Note: Thereare 28 unique electric providers, listed above, in Maryland. The PSC web siteindicates 112, but thereare
numerous duplications between the six Maryland electric regions.

# (Above sampleresidential electric ratesobtained by State Del. Nic Kipke)

TABLE 3. PJM STATESPOWER GENERATION, USEAGE AND EXCESS/SHORTAGE TABLE
Power in millions Mwhr units Thisdatais" Electric Power Monthly with data for july 2007"
www.ela.doe.gov/cneaf/electricity/epm/table 6_a.html

Generation Retail Usage

DE 8.1 12.1
DC 2 118
IL 194.1 145.0
IN 130.4 106.5
KY 97.8 89.4
MD 52.7 68.4
M1 121.6 110.4
NJ 60.5 81.9
NC 129.7 128.3
OH 157.0 160.2
PA 218.1 148.3
TN 97.1 103.9
VA 78.9 108.9
wv 93.6 30.2
TOTALS 1439.8 1305.3

Excess

49.1*
23.9*
8.4*
11.2*
14

69.8*

63.4*

227.2
*Large Excess Power States Summary Power Excess

Shortage

4.0
11.6

15.7 (applying for new power plants)
214
32

6.8 (Applying for new power plant)
30.0

92.7

227.2- 92.7= 134.5 (10.3%)



Reference 4

Electricity honey pot isstarting to stink

Jay Hancock , Baltimore Sun Newspaper
December 21, 2007

Exelon Corp. stock hasnearly tripled in four years, but Merrill Lynch analyst
Jonathan Arnold understandably still considersit a” buy." Thanksto rulesthat
guarantee a bonusfor operating generatorsthat would have been running anyway,
Arnold calculatesin arecent report, electricity consumerswill be forced to pay
Exelon an extra $1 billion in the next three years.

That'son top of the extraordinary profits Chicago-based Exelon will earn from
operating itslow-cost nuclear generatorsin an era of record-high energy prices.

Small wonder that an unlikely band of industry, local and state governments and
lefty consumer groupsis pleading with Washington to investigate not just Exelon,
but the entire bulk-electricity trade. On Monday the group filed a complaint with
the Federal Energy Regulatory Commission, urging it to open a nationwide probe
into whether wholesale-electricity salesare" unjust and unreasonable" and
thereforeillegal.

Flawed wholesale markets mean high pricesfor everybody. In Maryland and other
deregulated states, utilities such as Baltimore Gas and Electric buy juice on the
wholesale grid and passthe cost to users.

FERC hasresisted a thorough probe at every turn despite copious evidence of
cheating and monopoly profits. But saying " no" now would be breathtaking. When
Ralph Nader, the American Chemistry Council, the Ohio Hospital Association, the
M aryland Office of the People's Counsel and 37 other groupsagreethere'sa
problem, there'sa problem.

Deregulation was supposed to lower prices by spurring competition and inducing
companiesto install new generators. But hardly any were built, leaving incumbents
with scarce power suppliesand few limitson what they can charge.



Companies blamerising fuel costs for high consumer prices, but they're charging
far beyond what they need to pay for more-expensive natural gas, coal and so forth.

Without federal inquiry the true size of this" electric honey pot,” asenergy
consultant Edward C. Bodmer describesit, will never be known. Grid managersare
bound to confidentiality, and " you can't get to the bottom of it because you can't get
thedata,"” says Susan N. Kélly, general counsel for the American Public Power
Association, one of the groups petitioning FERC.

But evidence kegps mounting that the honey pot is deep and sweet beyond the
fantasies of tycoons.

We know about the outrages perpetrated by Enron in California and Oregon, which
emerged only because of bankruptcy and criminal scandal.

The staff of the Texas Public Utility Commission wants TXU to pay $171 million in
penaltiesfor allegedly withholding power to drive up the price. TXU deniesit. In
Illinois, Exelon and othersjust agreed to pay $1 billion to settle allegations they
manipulated a wholesale auction.

Joseph E. Bowring, market monitor for PJM Interconnection, which runsthegrid
in a dozen statesfrom Maryland to Illinois, found instances of millions of dollarsin
actual or potential " excess payments' collected by unidentified generators. Hisgrid
bosses silenced him, and after bitter litigation PIM agreed thisweek to let him
operate independently. But that doesn't mean that he'll uncover all abuse or that
FERC will do anything about it if he does.

The PJM grid may bethe best placein the world to be a generator. Even after BGE
prices popped 70 percent thanksto deregulation, PJIM saw fit to pay generatorsan
added surcharge for guaranteeing power during times of high use.

Baltimor€'s South River Consulting has calculated that BGE parent Constellation
Energy will reap $200 million a year from this" reliability charge" at two plants
alone.

Merrill Lynch's Arnold figuresreliability bonuses will funnel $220 million to Exelon
next year, $330 million in 2009 and $510 million in 2010. (Thanksto Steve Daniels at



Crain's Chicago Business, who first reported on this, for sending methereport after
Merrill declined.)

Who can blame Pittsburgh’'s Duquesne Light for wanting to secede from PIJM ?
Who's shocked that Maineis exploring quitting the New England grid because of
reliability charges?

Who'ssurprised that consultant Bodmer, in a sworn affidavit to FERC, found
Congtéellation and four other PJM generators are making " supra-competitive"
profits- more than they would in a competitive market or aregulated market?

Much asthe Enron felons did a few years ago, defenders of expensive electricity
yammer on about " price signals' - the need to lure generation investment with the
promise of profits.

Price signals, however, are a necessary but not sufficient condition for a functioning
market. Without transparency and genuine competition, they're just an excuseto
mint money. If FERC won't pry thelid off the honey pot, Congress should.

jay.hancock @baltsun.com




