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Print Story Printed from ChicagoBusiness.com

Frigid temps spur suburban power supplier to hike prices
By Steve Daniels February 27, 2014

The sweet fixed price that suburban Hinsdale negotiated in 2012 with a private power supplier to reduce 
residents' electric bills is going to get less sweet thanks to the polar vortex and a contract that wasn't as ironclad 
as it appeared.

Oakbrook Terrace-based Nordic Energy Services LLC, which furnishes electricity to nearly 5,500 households 
in the affluent west suburb, says residents can blame Mother Nature — and the operator of the regional power 
grid that includes northern Illinois.

Nordic has demanded village officials renegotiate the price, which currently is fixed at 4.6 cents per kilowatt-hour, 
despite the fact that the three-year contract runs until July 2015.

At issue are unexpected costs Nordic expects to shoulder from the ultra-high power prices that briefly took hold 
during the coldest days of January when power demand surged and regional grid operator PJM Interconnection 
LLC had to lift caps on what power generators can charge in order to keep the lights on. The Federal Energy 
Regulatory Commission has approved PJM's plan to pass those costs along to retailers like Nordic.

Nordic President Jim Deering said in an interview that his firm's contract with Hinsdale allows it to renegotiate the 
price when such uncontrollable regulatory events result in unforeseen costs to the supplier. A Jan. 27 letter from 
Nordic to the village, obtained by Crain's, asserted that the firm had the right to terminate the contract if it couldn't 
strike a deal to renegotiate the pact.

Over the past three years, Chicago and most of its suburbs have negotiated contracts with non-utility suppliers 
on behalf of their households at fixed prices, locking in prices that are cheaper than Commonwealth Edison 
Co.'s. But Hinsdale's experience shows that sharp swings in the market can prompt suppliers to turn a 
microscope to their contracts to look for loopholes.

Mr. Deering warned that other suppliers with municipal deals to serve a village or town's households would have 
to shoulder these costs as well and might look to pass them along if their contracts allow. “What are these other 
suppliers going to do when they get these charges?” he said. “We may be out in front of this a little bit.”

For now, Hinsdale residents still are paying 4.6 cents per kilowatt-hour for power, 16 percent less than ComEd's 
5.5-cent price.

Village Manager Kathleen Gargano said Hinsdale is waiting for word from Nordic on the changes it's seeking 
before entering into negotiations. Until then, both sides have agreed Nordic will charge the contracted rate.

Nordic, a privately held supplier, also furnishes electricity in southwest suburban Orland Park. Mr. Deering 
declined to say whether Nordic is seeking to raise the 4.8 cent-per-kilowatt-hour price it charges there in a 
contract that expires in June.

Hinsdale officials will have an incentive to preserve their contract, given that ComEd's 5.5-cent price is 
expected to rise to 6.5 cents or more beginning in June.

Termination of the Hinsdale pact “would be an unlikely event,” Nordic's Mr. Deering said. “Our goal would be to 
preserve the agreement.”

Nordic serves about 100,000 households in “six or seven” states, as well as commercial and industrial 
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customers. Unlike many of its larger competitors, which are owned by big utility holding companies, it's privately 
held. Its financing comes via a credit facility with French electricity giant Electricite de France SA, Mr. Deering 
said.

The recent market turmoil hasn't threatened Nordic's ability to procure enough power for its customers, he said.

Page 2 of 2Print Story

3/3/2014http://www.chicagobusiness.com/article/20140227/NEWS11/140229810/frigid-temps-spur-...




