
 CITY OF BATAVIA 
 
DATE:            February 7, 2014 
TO:                 Joint Committee of the Whole 
FROM: Bill McGrath, City Administrator 
SUBJECT: Electric Rate Review Process  
 
As you know we will be coming to JCOW later this month to discuss what staff believes is a 
necessary electric rate increase; substantiating documents will be coming to you before then. As 
we mentioned in the 2014 Budget process, we also believe that the magnitude of this increase 
can be ameliorated by a ½-cent increase in the Home Rule Sales Tax which would take effect in 
July. This additional source of revenue could also help fund the PPAF stabilization fund going 
forward.  
 
We also know that there is a strong connection between the needed rate increase and our contract 
for power with NIMPA of which we are a member, to purchase our pro rata share of NIMPA’s 
interest in Prairie State, which includes both the cost of the power therefrom, but also payment 
towards the bonds issued by NIMPA to construct the facility.  
 
Issues relating to Prairie State are complex, the history is long, and different understandings of 
the project exist in the community. We feel that these would interfere with the actual discussion 
of a rate increase, its component parts and other strategies to ameliorate them. As well, several of 
you have inquired about communicating about Prairie State so we think it best to have a separate 
process for that education. 
 
This process would involve some written materials such as the attached very basic set of FAQ’s 
we have put together over the last few days. We would also publish the materials on the City’s 
web site and in Neighbors Magazine in the next issue available (May-June), but as importantly, 
they would be part of the subject matter for a special meeting at which staff will make a brief 
presentation about both the rate increase proposition and the history of Prairie State, and then 
field questions from the attendees. The meeting would of course be open to all. Because of the 
possibility of elected officials being asked questions or wanting to contribute we would notice it 
as a special JCOW meeting. 
 
In any event, we would like to discuss this process with you Tuesday evening. We are suggesting 
a preliminary rate discussion at the February 18 JCOW, followed by a special meeting on 
Monday, February 24. We would publish our materials as well as seek additional questions from 
the public, answer them on line as we do with the budget, and also take questions at the meeting. 
You would then have March 4 and/or March 11 to discuss a rate increase at JCOW and go to 
Council on March 17. We propose that a rate increase be effective for bills issued after May 1.     
 
We will bring the Home Rule Sales Tax ordinance to JCOW and it can go to Council along with 
the rate increase. We must notify the Department of Revenue no later than April 1 or the tax 
would not be effective until January 1 of 2015. Even with an April 1 approval, the tax will not go 
into effect until July 1, and funds will not be received until October 1.  
 
This will be on Tuesday’s JCOW agenda for discussion. Please call with any questions. Thanks 
 
Attachment – FAQ’s #1 2-7-14 
 
C: Mayor Jeffery Schielke, Department Heads 



Batavia Electric Rates 
For additional information, contact the City of Batavia  

Electric Department 630-454-2300  
 
 

Q: Why does Batavia need 
to increase electric rates? 

 
A: In partnership with the 

cities of Geneva and 
Rochelle, the City of 
Batavia formed the 
Northern Illinois Power 
Agency (NIMPA).  
Through this agency 
Batavia became part 
owner in the Prairie State 
Energy Campus located in 
Southern Illinois.  The 
financial impacts of this 
ownership have been 
significant due to several 
factors including higher 
than anticipated 
construction costs, the 
downturn in the economy, 
and an associated 
unprecedented drop in the 
price of natural gas to 
which wholesale electric 
prices closely follow.  As 
an owner those costs are 
passed on to NIMPA and 
then to the City of Batavia.   

 
Q: I keep hearing that 

Batavia has too much 
power – what does that 
mean? 

 
A: Batavia was growing at the 

time when participation in 
the Prairie State project 
was first considered.  Both 
in-house staff and external 
consultants projected that 
we would need additional 
power.  The downturn in 
the economy impacted 

Batavia’s growth and as a 
result, the amount of power 
owned by the City is 
currently more than what is 
used. The City must sell off 
any excess power that it 
doesn’t use back into the 
market.  Excess power 
cannot be saved for future 
use and is sold back on a 
daily basis. The impact of 
selling excess power back 
into the market is two-fold.  
The first impact is that the 
excess power is currently 
being sold at a loss that 
equates to about 2.5% of our 
total power costs.  The loss 
must be recouped through 
rates.  The second and more 
significant factor in having 
too much power from one 
source is that we are unable 
to diversify our portfolio 
and utilize other lower cost 
sources such as contracts 
from others, wind, hydro 
power, or the daily power 
market.  We continue our 
efforts in attracting new 
business growth that will 
increase our power load and 
reduce the amount of excess 
power sold at market.  This 
benefits all customers.   

 
Q: What is Batavia doing to 

try to resolve this? 
 
A: The City has been actively 

trying to mitigate the higher 
costs of Prairie State power 
since 2009.  Many 
alternatives have been 

explored including the sale 
of excess power to a third 
party to diversify our load.  
We continue to explore 
possible remedies with our 
partners, attorneys and 
other experts. 

 
Q: Can the City just get out 

of the contracts it is a 
party too?  

 
A:There are two major 

agreements that have been 
made. The first is to 
purchase a set amount of 
power from NIMPA, 
which NIMPA is entitled 
to and must take as an 
owner of  the Prairie State 
facility. The second is the 
agreement involved in the 
issuance of the bonds by 
NIMPA (which is like 
issuing an IOU for a loan), 
the proceeds of which 
were used to construct a 
portion of the plant. Our 
agreement for power with 
NIMPA is to pay back our 
prorated share of that debt 
with electric utility rates, 
as most all utility bonds 
are paid.  Short of some 
extreme actions, we cannot 
walk away from these 
agreements. This is a 
standard agreement that 
we also have for the bonds 
the Electric Utility issued 
for the 138 kV project.  

 



Q: How do Batavia’s rates 
compare to others? 

 
A: NIMPA does a rate 

comparison each year.  
Batavia’s rates have 
historically been in the 
middle – not the highest 
and not the lowest.  In the 
last few years, Batavia’s 
rates have been trending 
towards the higher end. 
We know that ComEd and 
other local electric utilities 
are in the midst of and will 
continue to pass on rate 
increases to their 
customers; however, we 
are anticipating that 
Batavia will remain near 
the upper end of 
comparables going 
forward. We understand 
that paying more is 
difficult and we will 
continue to look at ways to 
mitigate the impact to our 
ratepayers. 

 
Q: What is the PPAF? 
 
A: PPAF stands for purchased 

power adjustment factor.  
It is a separate charge on 
your utility bill to pass on 
the actual costs of the 
purchase or sale of power 
through the daily market.  
If the actual price of the 
power is higher than the 
City’s base cost, the 
difference in per kWh cost 
is added to your electric 
bill.  Conversely, if the 
actual cost is lower, a 
credit is added to the bill. 

 
 

Q: Why have a PPAF? 
 
A: If a PPAF were not used, 

then the rate increase would 
need to be higher to cover 
the unknown market costs.  
This method passes on the 
exact cost. 

 
Q: What else has Batavia 

done to help with 
increased costs?   

 
A: Since 2009 we have made 

many budget cuts to 
minimize operational 
expenses.  We have pledged 
$2 Million of the electric 
reserves (set aside for 
capital improvements and 
operations) to go towards 
stabilizing the PPAF over 
the last year.  The City 
Council is considering the 
utilization of additional 
reserves to provide more 
rate relief.  This is a limited 
pool of funds that will be 
used to keep the PPAF low 
by using reserves to offset a 
high power cost month with 
cash on hand.  

 
Q: What else can Batavia do 

to help with increased 
costs?   

 
A: The City of Batavia is 

contemplating an additional 
½% home rule sales tax that 
could be allocated each year 
towards rate relief.  The one 
half penny of each $1.00 in 
sales could provide up to 
$1.5 Million in additional 
funds.  The benefit of this 
alternative is that both 
residents and non-residents 
who make purchases in the 

City contribute sales tax.  
The City of Batavia could 
enact the tax by July 1 of 
this year to begin receiving 
funds in September.  The 
City Council must act on 
this option before April 1 
to notify the State in time.   

 
Q: How much is the 

contemplated Electric 
Rate increase? 

 
A: If an increase to the Home 

Rule Sales tax is approved, 
then City Staff has 
calculated that a 10% 
electric rate increase will 
be required.  This increase 
would go into effect on 
May 1, 2014.  There will 
also be an increase to the 
base rates for all customer 
classes.  The planned 
increase for residential is 
$4.00 per month.  If the 
City Council decides 
against implementing an 
addition to the Home Rule 
Sales tax, then a 16% rate 
electric rate increase will 
be necessary. 

 
Q: How can Batavia help me 

with the increase in my 
bill? 

 
A: The City of Batavia offers 

Budget Billing.  By 
choosing this option, you 
can distribute your utility 
costs evenly throughout 
the year. Please contact the 
Utility Billing Department 
at 630-454-2020 for more 
information. 
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