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OMA Energy Committee Agenda
February 25, 2016

Welcome and Introductions

Brad Belden, Belden Brick, Chair

State Public Policy Report

Ryan Augsburger, OMA Staff

Customer-Sited Resources Report
 Energy efficiency program updates
 EE Peer Network Activity
 Supreme Court on demand response
 Energy efficiency standards
 Advanced energy provisions in PPA

John Seryak, PE, RunnerStone, LLC

Counsel’s Report
 Utility power purchase agreements
(PPAs)
 FES “polar vortex” charges
 AEP transmission charges

Kim Bojko, Carpenter Lipps & Leland
Ryan O’Rourke, Carpenter Lipps & Leland

PPA Panel Discussion

Dr. Edward “Ned” Hill, The Ohio State Univ.
Competitive Suppliers Constellation & Dynegy

Special Presentation
 Everyone is Unhappy a report by the
governing board of the OCC

Hon. Gene Krebs, Chair of the Governing
Board, Office of the Ohio Consumers’ Counsel

Presentations / Updates / New Business
 Electricity Market Trends
 Natural Gas Market Trends

Susanne Buckley, Scioto Energy
Richard Ricks, NiSource, Columbia Gas of
Ohio

Lunch
Special Panel Presentation
Briefing on repurposing the Piketon site and
upcoming DOE land transfer

Stephanie Howe, Voinovich School
Dr. Benjamin Cross, Voinovich School
Scott Miller, Voinovich School

Meeting sponsored by:
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Brief Biographies for Voinovich School Presenters
February 25, 2016
Stephanie Howe
Associate Director for Human Capital and Operations
Voinovich School of Leadership and Public Affairs at Ohio University
Stephanie is in her 19th year with the Voinovich School and in her current role, Stephanie is
responsible for organizational operations for the School; ensuring fulfillment of external contract
obligations; and implementing University human resources policy. Stephanie has extensive
experience in securing and administering multi-million dollar, multi-disciplinary, innovative and
collaborative grants and contracts that focus on utilizing university knowledge and resources to
solve real-world problems in the State of Ohio and beyond.
From 2010 to present, Stephanie has served as the Project Director for a multi-year, multi-million
dollar, multi-disciplinary grant with the U.S. Department of Energy (DOE) Office of
Environmental Management focused on the cleanup and repurposing of public assets at a DOE
former uranium enrichment facility in Piketon, Ohio. The project is in its 7th year, with $3
million in federal funding received to date with a $2.5 million, 5 year renewal recently approved
by DOE. She collaborates with DOE officials, DOE National Laboratories, DOE citizen’s
advisory board, private sector remediation professionals (site contractors), State of Ohio
regulatory agencies, local, state and national elected officials, private industries, economic
development entities, and the general public.

Dr. Benjamin J. (Ben) Cross
Executive in Residence
Voinovich School of Leadership and Public Affairs at Ohio University
Ben has been involved in a broad range of energy related work activities for the past 34 years.
Ben is the founder of NuSynergy Energy, LLC, a company focused on the synergistic integration
of energy systems and energy collaborations. He serves as an Executive in Residence for Ohio
University’s Voinovich School of Leadership and Public Affairs providing support to their
efforts to repurpose the DOE Portsmouth Site in Piketon, Ohio. Previously, Ben was with the
DOE Savannah River Site and Savannah River National Laboratory (SRNL) for 25 years. His
last assignment at SRNL was as a Senior Advisor for the Clean Energy Directorate providing
strategic and technical support to renewable, alternative, and nuclear energy programs and
projects. Additionally, Ben provided strategic and technical support to DOE-Portsmouth Site’s
repurposing efforts and to the Federal Southeast Regional Group for Energy
Security/Sustainability (SERGES), a collaboration of regional Federal executives with a view to
better implement Federal energy requirements and energy related matters in the southeastern
United States.
From 2010 to 2011, Ben was a Senior Advisor to DOE-Headquarters Asset Revitalization
Initiative and member of its core team. This special assignment included defining the “Energy
Park” concept for revitalizing DOE sites and developing the framework for its implementation.
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OCC Governing Board
Board Composition and Responsibilities
By law, the bipartisan board is made up of nine members, three each representing residential consumers, organized
labor and family farmers. These board members are appointed by the Ohio Attorney General for a term of three
years. They are confirmed by the Ohio Senate.
The board conducts regular public meetings in Columbus, usually at OCC's office on the 18th floor in the One
Columbus building (10 West Broad Street, Suite 1800). Meetings are conducted under the Open Meeting Law.

Gene Krebs, chair

Chair, 2012 – present
Vice-Chair, 2011 – 2012
Board member, 2005 – 2016
Representing residential consumers
Hometown: Camden
Gene Krebs spent three years on the Eaton City
School Board, eight years in the Ohio House of
Representatives, and four years as a Preble County
Commissioner. While in the Ohio House he saw ten of
his bills and many amendments passed into
law. Until recently he was a senior executive with a
small think tank in Columbus where he enjoyed equal
success in moving state policy, and even since
leaving there he still suggests and drafts successful
changes to Ohio law, but as a private citizen.
He has been published in the Wall Street Journal on
federal policy. His innovations on his family farm has

led to numerous articles in various farm magazines,
including his pioneering work on the use of zinc as an
enzyme inhibitor to protect against nitrogen loss. In
addition, he is a former inter-collegiate fencing coach
and has published in a peer reviewed scientific journal
on animal behavior.
Since leaving state political office, he has served on
the Joint Committee on High Technology Start-up
Business, Sales Tax Holiday Study Committee
(Chair), and the Eminent Domain Task Force, all by
legislative appointment. He was appointed by
Governor Ted Strickland to serve on Ohio’s 21st
Century Transportation Task Force and most recently
by Governor John Kasich to the Local Government
Innovation Council. He has been appointed or
reappointed to the Ohio Consumers’ Counsel
Governing Board by both Republican and Democrat
Attorney Generals. He is now chair of the
board. Gene also appears on a regular basis on the
television show Columbus on the Record and is
sought by the media for insights on various policy
developments.
Currently he is a Senior Fellow with The Center for
Community Solutions and is working on their behalf
on a series of video interviews of thought leaders,
human service advocates and youthful
entrepreneurs. He also is working on a book on why
so many public policies fail. He has semi-retired to
the family farm near Hueston Woods State Park with
his wife Jan, who is a full time professional artist. His
hobby is raising chickens.
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From:
Re:
Date:

OMA Energy Committee
Ryan Augsburger
Energy Public Policy Report
February 25, 2016

Overview
2016 is a presidential election year. We expect most legislative activity to occur by June with a
post-election, “lameduck” session to follow in November. Energy matters most discussed
among policymakers include ongoing PUCO rate cases governing electricity and the General
Assembly’s report on alternative energy standards, presently frozen in Ohio.
Electricity Rates and Regulation
Significant utility rate cases are pending at PUCO. Distribution utilities FirstEnergy and AEP
have filed cases proposing affiliate power purchase agreements (PPAs) whereby the utility
companies impose billions of dollars of new charges on customers to subsidize “uneconomic”
generation owned by their affiliate generation company. Late last year, the proposals were
modified to attract supporters including the PUCO staff. At this point the proposals became a
proposed “settlement”. A new round of litigation followed. The cases are highly controversial
and have been heavily reported in the press. In the official proceedings at the PUCO have
concluded and a final decision by the five-member commission is expected any day. The OMA
has been an active opponent to the PPA proposed settlement fielding witness testimony.
Contact staff for a copy of the OMA’s testimony in the cases.
In recent weeks the high-stakes utility case has spurred high dollar paid media campaigns being
aired by competitive suppliers opposed to the PPAs and by utility companies supportive of the
PPAs. Consumer groups including AARP are alerting members. Over 65,000 comments from
concerned citizens have been filed with the PUCO. Several notable manufacturing leaders
have filed their own comment.
Clean Power Plan / Federal Greenhouse Gas Regulations / 111(d)
US EPA issued a final rule in early August. The OMA filed comment together with the NAM and
individually. Ohio EPA and the PUCO filed comment on behalf of the state as did the Ohio
attorney general. The gist of the testimony: as proposed, 111(d) revisions are unworkable.
Litigation on the rule is expected to delay effectiveness. If the provision goes into effect, states
will need to adopt “state implementation plans” that will impose regulations on emissions to
attain the federal goals. Ohio regulators intend to seek extension. The OMA is conducting
research on the many ramifications of the CPP.
The US Supreme Court recently granted the stay requested in the Attorneys General lawsuit
meaning that implementation steps will dependent upon legal finding. This week, the OMA
joined with the National Association of Manufacturers and the U.S. Chamber in filing an amicus
brief to highlight economic concerns with the Plan.
Natural Gas Infrastructure
The OMA has expressed public support for the Rover Pipeline and Nexus Pipeline. Billions of
dollars of pipeline investment are underway by several different developers. Additionally the
OMA has participated in discussions with JobsOhio and representatives of America Natural Gas
Alliance to consider measures to spur industrial delivery off new transmission investments.
Research recently conducted by Cleveland State University may be helpful in this vein. Natural
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gas production continues to grow in the Buckeye state even with depressed pricing. Officials at
JobsOhio have revisited their desire to advance the issue.
Transmission Charge Increase
Ratepayers within the AEP-Ohio service territory may have noticed a jump in on their
electricity bills this summer. The increase is attributed to a new rider called the Basic
Transmission Cost Rider (BTCR) that went into effect on June 1, 2015.
While lawyers for the OMA Energy Group contested the new rider, it was ultimately approved by
the PUCO. Since the implementation of the new rider in June, some members (specifically,
AEP-Ohio GS-2 and GS-3 customers) have seen a significant increase in their transmission
costs.
Polar Vortex Pass-Through Charges
Generation customers of First Energy Solutions (FES) were notified by the provider that they
would be billed for a regulatory event associated with the polar vortex power shortages in
January 2014. The one-time charge is outside the terms of the contract. If allowed by
regulators, the charges would result in an unfavorable precedent for all customers. Several
OMA members are working collectively to contest the charges. See counsel’s report for positive
developments in the case.
Energy Efficiency Legislation
Legislation was enacted last year (SB 310) to revise Ohio’s energy standards. The issue has
been reported and discussed at OMA meetings for over three years.
SB 310 froze the alternative energy standards for two years and created a legislative study
committee to assess the impacts of the standards. A report was issued in September
recommending an indefinite freeze. Governor Kasich subsequently commented that indefinite
freeze was unacceptable, and that he did not favor the existing standards either. Legislation
could come later this year.
Meanwhile, AEP and FirstEnergy have addressed plans for future renewable and energy
efficiency programs in their PPA settlements in spite of the uncertain governing statutes…a
move that has angered some in the General Assembly.
Manufactured Gas Plant Remediation Costs
No legislative activity to report. A decision by the Ohio Supreme Court is expected. A provision
of the utility PPA settlements has ramifications on this type of cost-recovery.
kWh Tax Revisions?
Stalled legislative proposals to modify the tax revenue generated by power plants (via the
tangible personal property tax) may be creeping into discussions to modify the kilowatt hour tax
which is paid by customers. In contrast, the tangible personal property tax is paid by power
plants. NO VISIBLE ACTION.
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12/17/15, 4:30 pm

Proposed Power Purchase Agreement Riders:
Bailouts for FirstEnergy and AEP, Higher Prices for Electric Consumers
EXECUTIVE BRIEFING
The Ohio distribution utilities of FirstEnergy (FE) and American Electric Power (AEP) have
recently negotiated settlements with the Staff of the Public Utilities Commission of Ohio (PUCO)
and several intervenors1 for approval of non-bypassable Power Purchase Agreement (PPA)
riders that all customers in each utility’s service territory, respectively, would be required to pay
to subsidize certain generating facilities owned partially or wholly by the utility or its unregulated
competitive generation affiliates. The settlement also seeks approval of FE’s Electric Security
Plan (ESP) and other provisions. Specifically:


FE’s proposed ESP includes a rider that would allow FE to collect costs associated with
a PPA with its unregulated competitive generation affiliate, FirstEnergy Solutions (FES),
for power from FES’s Sammis coal-fired generating plant, Davis-Besse nuclear
generating plant, and its share of Ohio Valley Electric Corporation (OVEC) generating
plants. FE seeks approval of its proposed rider for an eight-year period (June 2016
through May 2024), shortened from an initial request for a 15-year term.



AEP’s proposed settlement would allow AEP to purchase electricity from twenty coal-fired
power plant units in which AEP or its affiliate has an ownership share at prices guaranteed
to keep those plants profitable, including the output of AEP’s entitlement share of the
OVEC generating plants. If the settlement is approved, AEP has committed to convert two
coal-fired power plant units to natural gas co-firing by December 31, 2017 if AEP receives
cost recovery approval from the PUCO. AEP also would facilitate the largest investment in
wind and solar power in Ohio history (projects that would be funded by yet-to-bedetermined surcharges on customers’ bills). AEP seeks approval of the costs associated
with its Purchase Power arrangement for the same eight-year period as FE.

In both cases, PUCO staff initially rejected FE’s and AEP’s PPA proposals but ultimately agreed
to amended versions of the PPAs (as well as other provisions) after behind-closed-doors
negotiations with small groups of stakeholders, many of whose support was contingent on
predefined financial benefits. If approved by the PUCO, the stipulated deals would represent a
significant retreat from Ohio’s 16-year transition to a competitive retail electricity marketplace.

1

Signatory intervenor parties for the FE stipulation include the Ohio Energy Group, Nucor Steel, Material Sciences,
Kroger, COSE, AICUO, AEP, City of Akron, Cleveland Housing Network, Consumer Protection Association, Council
for Economic Opportunities in Greater Cleveland, Citizens Coalition, International Brotherhood of Electrical Workers
Local 245, OPAE, and EnerNOC. Signatory intervenors for the AEP stipulation include the Ohio Energy Group, Ohio
Power Company, Ohio Hospital Association, Mid-Atlantic Renewable Energy Coalition, Ohio Partners for Affordable
Energy, Buckeye Power, Sierra Club, Direct Energy, First Energy Solutions, and Interstate Gas Supply.
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How the PPAs and Proposed Riders Work
PPAs are a strategy to secure customer subsidization of older, increasingly uneconomic power
generation plants owned by a utility or its competitive affiliate. Under a PPA, utilities agree to buy
all the power they are entitled to from designated plants at prices guaranteed to keep the units
profitable. Utilities claim it is in customers’ best interest to keep otherwise uneconomic coal (and
sometimes nuclear) plants running for the foreseeable future even though electricity generated by
burning coal currently is more expensive than electricity generated by burning natural gas.
FE and AEP are seeking regulatory approval to sell into the PJM wholesale market all of the
generation output to which they are entitled from their existing OVEC generation agreements
and proposed PPAs with their affiliates at rates that may be higher – or lower – than the price
FE or AEP pays for the OVEC/PPA generation. If the PUCO approves the proposed PPAs, the
difference between the PJM market price and the OVEC/PPA contract price, whether it is a net
cost or a net benefit, would be passed on to customers.
In other words, if the PJM market price is higher than the price FE or AEP pays for generation
through its contracts, the resulting net increase in revenue would be reflected as a credit on
customers’ bills; alternatively, if the market price is lower than the price FE or AEP pays,
customers would pay the net cost in the form of a surcharge. So, if coal-generated electricity
continues to be more expensive than natural gas-generated electricity, customers would pay the
extra costs. The utilities are always made whole and guaranteed recovery of the costs
associated with their generation under the contracts with their affiliates.
The proposed PPA riders are non-bypassable. They would be paid by all customers in each
utility’s service territory – regardless of whether the customer purchases its generation service
from the utility or a competitive generation supplier, unless a customer receives an exemption
from the PUCO.
Expected Impact on Customers
Approval of the PPAs will impose increased energy costs on manufacturers without
commensurate benefits; constrain customer choice and competitive opportunities for non-utility
generators; and thwart development of future advanced and renewable energy technologies.
Cost estimates of the PPAs vary by stakeholder and by underlying assumptions. While agreeing
that natural gas prices will affect electricity prices, the stakeholders do not agree on how to
forecast natural gas prices. The same is true for electric capacity prices, electric load, etc.
Generally, utilities assume pricing scenarios for most underlying assumptions that create
favorable cost views for the consumer. Other stakeholders using more realistic assumptions have
estimated higher costs and detrimental impacts on customers.


FE Projected Impact: FE has projected that customers could save $561 million over the
eight-year duration of the PPA. The Ohio Consumers’ Counsel has estimated that the
settlement could cost consumers $3.9 billion.



AEP Projected Impact: AEP has projected that customers could save $721 million over
the eight-year life of the PPA. The Ohio Consumers’ Counsel has estimated that the
settlement could cost consumers $2 billion.

For both FE and AEP, the proposed PPA riders include customer-subsidized guaranteed
profits of 10.38 percent return on equity.
2
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The tables below show estimates of the PPA costs to small, medium, large and extra-large
manufacturers. For FE, annual cost estimates are based on FE’s own estimates of costs for the
first three years of its PPA. AEP’s annual cost estimates, as well as estimated total eight-year
costs for both FE and AEP, are based on estimates from an Ohio Consumers’ Counsel expert.
FirstEnergy
Consumption
Manufacturer Size

(kWh/year)

Annual Cost Estimate

Total for 8-Year ESP

Small(~$100k/yr in electricity costs)

1,000,000

$2,843

$29,410

Medium(~$600k/yr in electricity costs)

7,500,000

$21,322

$220,574

Large(~$6 million/yr in electricity costs)

100,000,000

$284,296

$2,940,991

1,000,000,000

$2,842,958

$29,409,914

Extra Large

AEP
Consumption
Manufacturer Size

(kWh/year)

Annual Cost Estimate

Total for 8-Year ESP

Small(~$100k/yr in electricity costs)

1,000,000

$4,614

$36,908

Medium(~$600k/yr in electricity costs)

7,500,000

$34,602

$276,814

Large(~$6 million/yr in electricity costs)

100,000,000

$461,356

$3,690,850

1,000,000,000

$4,613,562

$36,908,497

Extra Large

If FE or AEP sells or transfers a plant included in its PPA, the rider continues unless the PUCO
terminates it. There is no provision to terminate the rider if a plant retires; therefore, customers
would be exposed to potential future retirement costs. Even if the rider is overturned by the
Supreme Court of Ohio, refunds to customers are prohibited.
In addition to costs associated with the PPAs, both settlements contain other provisions that will
increase costs to consumers. For example:


FE’s settlement would create new customer costs associated with grid modernization,
distribution capital investments, energy efficiency programs (including financial incentives
for utilities), battery storage, renewable energy investments (wind and solar), lost
distribution revenue due to decoupling, low-income customer programs, events such as
the “polar vortex” of 2014, and a new “straight-fixed-variable” rate design. Additionally,
renewable energy resources could receive, in effect, their own PPA through another new
non-bypassable rider. FE also would seek support from the PUCO to lobby the federal
government for wholesale market changes that could stall investment in new, competitive
electric generation in Ohio and the regional electricity market.



AEP’s settlement would create new customer costs associated with grid modernization,
distribution capital investments, energy efficiency programs (including financial
incentives for utilities), battery storage, and low-income customer programs. AEP also
would seek support from the PUCO to lobby the federal government for wholesale
market changes that could stall investment in new, competitive electric generation in
Ohio and the region.
3
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What the Utilities Say: A hedge against market price volatility
Utilities characterize the proposed PPAs as a useful “hedge” or insurance policy against market
volatility, which they claim will protect consumers over the long term. FE and AEP argue that a
possible shortage of generation in Ohio and throughout PJM may cause increases in both
energy and capacity prices and threaten reliability. FE has testified that its affiliate-owned
generation units may not be economical and may be required to shut down if FE’s PPA proposal
to have customers pay the costs to run those units is rejected by the PUCO. Utilities contend
that the PPAs will help ensure that coal-fired and nuclear power plants continue to operate so
Ohio will continue to have adequate supplies of generation.
What Concerned Stakeholders Say: A subsidized bailout for utility business decisions
Opponents of the proposed PPAs regard them as nothing more than a large-scale government
and consumer bailout of FE and AEP, which already have received billions of dollars in stranded
cost recovery from their customers as part of Ohio’s transition to a competitive retail electricity
market. Opponents believe utilities are seeking relief from financial pressures caused in part by
the combination of an aging and increasingly uneconomical generation fleet; new supplies of
natural gas driving down the price of power; and increased growth of energy efficiency, demand
response programs and renewable energy – as well as bad business decisions by the regulated
utilities and their competitive generation affiliates.
The proposed PPAs, opponents say, are an attempt by FE and AEP to secure, through regulatory
intervention and customer subsidies, guaranteed profits and cost recovery for selected generation
assets regardless of the market value of the power produced by those assets and regardless of
their operational, maintenance and environmental compliance costs. Opponents believe the
PPAs represent an unwarranted shifting of cost and risk from utility shareholders to utility
customers, a reversal that is inconsistent with the intent of Ohio’s electric restructuring law. In
competitive markets, investors – not consumers – bear the risk of bad business decisions.
Reasons OMA Energy Group Opposes FE’s and AEP’s Proposed PPAs
The Ohio Manufacturers’ Association Energy Group opposes FE’s and AEP’s proposed PPAs
for the following reasons:


Customers will pay higher prices. FE and AEP acknowledge that the proposed PPAs
may result in higher costs for customers in the short term, but claim the locked-in PPA
price will produce benefits in the long run. Numerous intervenors in the ESP cases
contend, however, that the PPAs will result in a net cost for customers over the long run.



Customers will pay a generation surcharge with no new benefits. Customers will not
receive any certain or guaranteed benefits. The only “guarantee” is for the utility and/or its
affiliate – a guaranteed 10.38 percent rate of return and guaranteed full cost recovery.
Although FE and AEP claim that their settlements include a “risk-sharing mechanism,” the
alleged commitment by the utilities to include a credit of $10 million in year five of the PPA
rider, which will be increased by $10 million each additional year through May 31, 2024, is
not a guarantee that customers will receive at least $100 million in credits; nor is it a
guarantee that FE and AEP will have to fund any portion of the $100 million in credits. If
the utilities’ projections come to fruition, the credits customers will receive in years five
through eight are expected to exceed the “guaranteed” credits, resulting in no additional
credits being provided to customers by the utility. The provision also does not guarantee
4
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that customers will not pay a charge during years five through eight. Thus, if customers
are required to pay $20 million in year five, the “credit” would offset that charge, but
customers would still be required to pay $10 million. In other words, customers are in no
way guaranteed to receive a credit in years five through eight.


Customers will be forced to pay twice for generation service. If the PPAs are
allowed, customers will pay twice for electricity – first, for the power they purchase from
their incumbent utility or their alternative supplier, and then additionally via a PPA
surcharge. This amounts to an unfair tax on customers that already have procured a
supply of power from a competitive retail electricity supplier.



Customers will lose access to lowest available market prices. The proposed PPAs
will deny customers the ability to purchase electricity at the lowest price available in the
competitive market, putting Ohio businesses at a disadvantage vis a vis competitors in
surrounding states that do not face similar non-bypassable generation charges.



Customers will have fewer choices. By providing AEP, FE and/or their affiliates with
what essentially is a “guaranteed rate of return” for generation plants owned by
competitive suppliers, the proposed PPAs are inconsistent with Ohio’s transition to a
competitive market for electricity. This anti-competitive step backward will thwart supplier
participation in the Ohio market – participation that currently is helping to drive
innovation and keep electricity prices low.



Ohio will suffer economic harm from the resulting disincentive to invest in new
generation. New sources of generation (e.g., natural gas) will not have the benefit of the
PPA “subsidies” that have been proposed for power produced by certain inefficient and
uneconomic generation plants in Ohio. This competitive disadvantage will serve as a
disincentive to new generation investment in our state and region, which ultimately will
drive prices upward and undermine economic development and job creation.

Additionally, as noted above, PUCO staff initially rejected FE’s and AEP’s proposals. Staff
ultimately agreed to amended versions of the PPAs after behind-closed-doors negotiations with
what OMA Energy Group consultant and Ohio State University economist Dr. Edward (Ned) Hill
has described, in FE’s case, as a “redistributive coalition” – a relatively small group that
promotes policies for their mutual own benefit. This excerpt from Dr. Hill’s August 10, 2015,
testimony before the PUCO regarding FE’s ESP is instructive:
“The redistributive coalition was assembled to present to the Commission and to
the public the façade not only of broad support the ESP IV, but of a broad range
of benefits flowing to the classes of customers represented by the Signatory or
Non-opposing Parties. The stipulations and testimony are careful to state that the
participation of the members of the redistributive coalition indicates broad support
and benefits flowing to the classes that they represent. Unfortunately, the
benefits only flow to the Signatory or Non-opposing Parties.”
A facade of broad support from a few pretending to represent the many is an unsound,
unjustifiable basis for crafting public policy.
#

#

#

5
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http://www.dispatch.com/content/stories/editorials/2016/02/18/1-first-energy-aep-rates.html

Thursday February 18, 2016 6:47 AM
The Public Utilities Commission of Ohio (PUCO)
should reject the Affiliate Power Purchase
Agreements proposed by American Electric Power
and FirstEnergy as bailouts and bad public policy.
These proposals are about paying above-free-market
rates for about 30 percent of the electricity AEP and
FirstEnergy generate in Ohio. And, the proposals will
transfer all of the business risk in operating these
units from the companies’ stockholders and
management to all electricity users in their
territories—even if they are not customers of the
utility.

acknowledge they have a problem. FirstEnergy states
in its application that the two plants in question are
losing money and likely to do so for at least the first
three years covered by the deal. AEP executives
testify that their plants are “on the economic bubble.”
Both companies show losses in the early years of the
PPA, and I cannot see the financial miracle that is
supposed to occur in the fourth year. Finally, both
utilities have invested more than a year of time and
effort to jam these Affiliate PPAs through the PUCO.
They are doing so for a reason.
The utilities will argue that 10.38 percent is their
normal regulated rate of return, but there is a major
difference with Affiliate PPAs: They are free of
business risk. All ratepayers in the service territories
must pay whether they are customers of the utility or
not.

What is now before the PUCO is a combination of
lemon socialism and corporate welfare. The utilities’
losses will be paid by de facto taxes imposed by the
PUCO on all ratepayers in their service areas, while
AEP and FirstEnergy demand an extraordinarily
high, risk-free rate of return.

The PPAs should be thought of as eight-year, riskfree bonds. Recently, eight-year revenue bonds
issued by public authorities, which are about as risky
as the PPAs, had coupon rates of return of 5 percent.
The proposal before the PUCO is for a rate of return
that is nearly double that.

The Office of the Ohio Consumers’ Counsel
estimates that the PPAs in the FirstEnergy and AEP
stipulations alone are likely to cost Ohio’s household
and business ratepayers $5.5 billion over the eightyear period covered by the stipulation. This number
is in stark contrast to the utilities’ combined estimate
of $1.3 billion in “savings” over the same period.

That’s not all. The proposals provide for another riskfree pool of cash for the utilities. The AEP plan states
it will purchase 500 megawatts of wind-generated
power and 400 megawatts of solar power as long as
battery resources to store the power become part of
the rate base and all costs can be recovered through
an affiliate PPA. FirstEnergy’s commitment to green
energy includes investments in battery technologies
at a 10.88 percent rate of return, and 100 megawatt
solar-power generation coupled, of course, with
another affiliate PPA. Rates of return for the wind
and solar projects are not specified.

Why is there a $6.8 billion difference in these two
numbers? It largely is due to assumptions about the
future cost of natural gas. The Consumers’ Counsel
used current forecasts of the price of natural gas that
are based on futures contracts. FirstEnergy used 2014
data and AEP used 2013 numbers. Why? It can only
be because more current data would hurt their case.
Additionally, the utilities assume increases in natural
gas costs after the third year that are not supported by
any current market data.
The Consumers’ Counsel has no reason to stack the
deck against the utilities. The utilities themselves

This is nice money if you can get it, giving a new
meaning to “green energy.”
Ned Hill is Professor of Public Affairs and City &
Regional Planning at The John Glenn College of
Public Affairs at The Ohio State University.
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FirstEnergy just asks for too much
By Michael Douglas
Beacon Journal editorial page editor
Published: January 23, 2016 - 08:56 PM | Updated: January 25, 2016 - 10:27 AM
From afar, FirstEnergy makes more easily the villain. Up close, it gets more complicated, those of us
in Akron, especially, aware of the many civic endeavors the power company supports, not to mention
its 2,500 employees in Summit County, many at the headquarters downtown.
Are the good deeds just part of laying a veneer of corporate citizenship? That money for the levy
campaigns of the Akron Public Schools has been real, crucial and substantial.
So, how, then, to measure the current FirstEnergy request before the Public Utilities Commission of
Ohio? The company is asking the commission to approve subsidies, out of the pockets of ratepayers,
to support the operation of the Sammis coal-fired power plant and the Davis-Besse nuclear power
plant. Critics have declared the plan, among other things, a “bailout,” “outrageous,” “corporate
welfare” and “lemon socialism.”
The company has opened the way to the harsh assessments. Its request amounts to its third position
on deregulating the power industry since the concept arrived in Ohio 17 years ago. FirstEnergy
opposed deregulation when state lawmakers weighed whether to take the leap. Once they jumped at
the Statehouse, the company embraced the idea, even jabbing competitors for failing to do so with
the same zeal. Now the market has turned, abundant natural gas resulting in lower prices, and
FirstEnergy wants help from the regulators in the form of guaranteed revenue the next eight years.
Ballsy? Well, yes.
In its case for the request, the company cites the value of stability in the power market, Sammis and
Davis-Besse providing large and steady supplies of electricity. Close the plants, and those in nearby
communities would face job losses and other harmful results.
FirstEnergy projects that though consumers would see higher bills upfront, they would benefit overall
through credits as electricity prices eventually increase. The company has added sweeteners. It
would revive energy efficiency programs it shut down. It would provide a renewable energy
component. It sets the goal of reducing by 2045 its carbon emissions across all of its operations 90
percent below 2005 levels.
That last commitment essentially mirrors the consensus of climate scientists. Keeping the carbon-free
Davis-Besse plant in operation will help in meeting new federal rules for reducing carbon emissions.
So what is not to like? FirstEnergy just asks for too much.
It defines the benefits too narrowly. The proposal shifts considerable risk from shareholders to
consumers. The Ohio Manufacturers Association has calculated that the proposal would cost
manufacturers from $2,800 a year to $2.8 million a year, depending on the size of operation.
Belden Brick and Cooper Tire argue that they would rather take the lower prices now than see
whether promised credits arrive.
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PJM manages the flow of electricity. It maintains a power cushion of 15 percent to 20 percent,
suggesting that the question of stable supply is exaggerated. What concerns some economists is that
the FirstEnergy guarantees (American Electric Power has a similar plan) would bring distortions to the
market. Competitors would face a disadvantage, and may seek their own protection, inviting the
balkanization of the grid, defeating economies of scale.
The FirstEnergy proposal includes parts that surfaced late and deserve closer examination. One
involves modernizing the transmission grid. That is a worthy pursuit, obviously. Yet it has advanced
without hard numbers or the usual shared analyses of costs and other factors.
The same goes for restructuring the fixed monthly customer charge. FirstEnergy wants it reworked in
a dramatic way, critics raising credible worries about discouraging the pursuit of energy efficiency.
Add how FirstEnergy would count efficiency gains. It does not put the necessary emphasis on
achieving new advances. The renewable energy provisions are problematic in their own ways.
The utility business can seem like Wall Street, things so complicated they appear designed to
conceal. In this case, the outlines are simple enough. FirstEnergy wants something big. Which raises
the question: What is it willing to give?
Ideally, the state would have a mechanism or the leadership to craft an energy strategy that strives to
balance interests, say, a financial hedge for FirstEnergy complemented by unfreezing the renewable
energy and efficiency standards. What the state does have is the Public Utilities Commission. It must
ensure the public benefits sufficiently and concretely. That is hard to see now.
Douglas is the Beacon Journal editorial page editor. He can be reached at 330-996-3514 or emailed
at mdouglas@thebeaconjournal.com.
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Legislative Leaders Discuss Variety of Issues at AP Forum
The General Assembly leaders' panel at Thursday's Associated Press (AP) 2016 Legislative
Preview Session all agreed that now was not the time for Ohio to increase its severance tax.
Speaker of the House Cliff Rosenberger (R-Clarksville), House Minority Leader Fred Strahorn
(D-Dayton), Senate President Keith Faber (R-Celina) and Senate Minority Leader Joe Schiavoni
(D-Austintown) all referenced the current market conditions as driving that assessment, with
Rosenberger pointing to the problems being experienced in North Dakota and Oklahoma.
Rosenberger added that, if the market improves, then they will also need to look at how to help
the local areas where the oil and gas is produced -- a thought strongly seconded by Schiavoni,
who lives in that part of the state.
Faber, too, agreed but suggested that maybe now is the best time to work out a new formula for
the severance tax, tying it to a "trigger" to implement the change.
They were also asked about efforts to approve a redistricting plan for Congress, with Faber
explaining that it is a very different approach than that used to redraw state legislative lines.
Changes that are being proposed in the redrawing of congressional lines, however, take away
legislative authority and move it to another entity, making it "a different discussion."
Another question that surfaced Thursday was whether the Legislature has seen a slowing in the
business of the state with the governor's presidential run. Rosenberger said it has "not stopped
the House one iota. We talk anytime."
Faber agreed, saying the governor "has not stopped leading" because he is running for
president and that he continues to be involved in decisions -- in fact, one issue the governor has
been in contact on relates to the freeze on energy efficiency and renewable standards. On that
topic, Faber observed that the recent U.S. Supreme Court decision staying the clean power plan
(see The Hannah Report, 2/10/16) actually gives the state time to find a solution. He said Sen.
Troy Balderson (R-Zanesville) will be introducing legislation soon on this.
Regarding the effect of the governor's presidential run, Schiavoni, who commented that the
"governor doesn't call me to ask about legislation," said he believes the Legislature will be
addressing "light, more feel good bills" as the spotlight falls on Ohio and what is going on here.
Story originally published in The Hannah Report on February 11, 2016. Copyright 2016
Hannah News Service, Inc.
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Energy Legislation
Prepared by: The Ohio Manufacturers' Association
Report created on February 24, 2016

HB8

OIL-GAS LAW (HAGAN C) To revise provisions in the Oil and Gas Law governing unit
operation, including requiring unit operation of land for which the Department of
Transportation owns the mineral rights.
Current Status: 4/14/2015 - Senate Energy and Natural Resources, (First
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-8

HB23

OIL-GAS LEASE INCOME (AMSTUTZ R) To use one-half of any income from oil and gas
leases on state land to fund temporary income tax reductions, to modify the law governing
the use of new Ohio use tax collections, and to require the Director of Budget and
Management to recommend whether or not income tax rates should be permanently
reduced.
Current Status: 11/18/2015 - Senate Ways and Means, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-23

HB64

OPERATING BUDGET (SMITH R) To make operating appropriations for the biennium
beginning July 1, 2015, and ending June 30, 2017, and to provide authorization and
conditions for the operation of state programs.
Current Status: 6/30/2015 - SIGNED BY GOVERNOR; eff. 6/30/15; certain
provisions effective 9/29/2015, other dates
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-64

HB72

ENERGY IMPROVEMENT DISTRICTS (CONDITT M) To authorize port authorities to
create energy special improvement districts for the purpose of developing and
implementing plans for special energy improvement projects and to alter the law governing
such districts that are governed by a nonprofit corporation.
Current Status: 5/6/2015 - BILL AMENDED, House Public Utilities, (Fourth
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-72

HB83

OIL-GAS ROYALTY STATEMENT (CERA J) To require the owner of an oil or gas well to
provide a royalty statement to the holder of the royalty interest when the owner makes
payment to the holder.
Current Status: 3/10/2015 - House Energy and Natural Resources, (First
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-83

HB122

PUBLIC UTILITIES COMMISSION MEMBERSHIP (LELAND D) To require that each major
political party be represented on the Public Utilities Commission, to specify that not more
than three commissioners may belong to or be affiliated with the same major political party,
and to require that Public Utilities Commission Nominating Council lists of nominees include
individuals who, if selected, ensure that each major political party is represented on the
Commission.
Current Status: 3/24/2015 - Referred to Committee House Government
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Accountability and Oversight
State Bill Page: https://www.legislature.ohio.gov/legislation/legislation-

summary?id=GA131-HB-122
HB162

SEVERANCE TAX RATES (CERA J) To change the basis, rates, and revenue distribution
of the severance tax on oil and gas, to create a grant program to encourage compressed
natural gas as a motor vehicle fuel, to authorize an income tax credit for landowners holding
an oil or gas royalty interest, and to exclude some oil and gas sale receipts from the
commercial activity tax base.
Current Status: 5/12/2015 - House Ways and Means, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-162

HB176

GAS-FUEL CONVERSION PROGRAM (HALL D, O'BRIEN S) To create the Gaseous Fuel
Vehicle Conversion Program, to allow a credit against the income or commercial activity tax
for the purchase or conversion of an alternative fuel vehicle, to reduce the amount of sales
tax due on the purchase or lease of a qualifying electric vehicle by up to $500, to apply the
motor fuel tax to the distribution or sale of compressed natural gas, to authorize a
temporary, partial motor fuel tax exemption for sales of compressed natural gas used as
motor fuel, and to make an appropriation.
Current Status: 11/18/2015 - REPORTED OUT, House Finance, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-176

HB190

WIND FARM SETBACKS-COUNTY (BURKLEY T, BROWN T) To permit counties to adopt
resolutions establishing an alternative setback for wind farms and to extend by five years
the deadlines for obtaining the qualified energy project tax exemption.
Current Status: 11/18/2015 - SUBSTITUTE BILL ACCEPTED, House Public
Utilities, (Second Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-190

HB214

PUBLIC IMPROVEMENT-PIPING MATERIAL (THOMPSON A) To restrict when a public
authority may preference a particular type of piping material for certain public
improvements.
Current Status: 6/9/2015 - House Energy and Natural Resources, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-214

HB349

STATE EMISSIONS PLAN (SMITH R, GINTER T) To require the Environmental Protection
Agency to submit a state plan governing carbon dioxide emissions to the General Assembly
prior to submitting it to the United States Environmental Protection Agency, and to declare
an emergency.
Current Status: 12/8/2015 - House Energy and Natural Resources, (Third
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-349

HB390

NATURAL GAS-TAX EXEMPTION (SCHAFFER T, RETHERFORD W) To exempt the sale
of natural gas by a municipal gas company from the sales and use tax.
Current Status: 2/24/2016 - Bills for Third Consideration
State Bill Page: https://www.legislature.ohio.gov/legislation/legislation-
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summary?id=GA131-HB-390
HCR7

TAX EXEMPT MUNICIPAL BONDS (SPRAGUE R) To urge the President and the
Congress of the United States to preserve the tax-exempt status of municipal bonds.
Current Status: 2/23/2016 - Referred to Committee Senate Ways and Means
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HCR-7

HCR9

SUSTAINABLE ENERGY-ABUNDANCE PLAN (BAKER N) To establish a sustainable
energy-abundance plan for Ohio to meet future Ohio energy needs with affordable,
abundant, and environmentally friendly energy.
Current Status: 6/17/2015 - ADOPTED BY SENATE; Vote 32-1
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HCR-9

SB45

LAKE ERIE SHORELINE IMPROVEMENT (SKINDELL M, EKLUND J) To authorize the
creation of a special improvement district to facilitate Lake Erie shoreline improvement.
Current Status: 3/17/2015 - Senate Energy and Natural Resources, (Second
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-45

SB46

LAKE ERIE DRILLING BAN (SKINDELL M) To ban the taking or removal of oil or natural
gas from and under the bed of Lake Erie.
Current Status: 2/18/2015 - Referred to Committee Senate Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-46

SB47

DEEP WELL BRINE INJECTION PROHIBITION (SKINDELL M) To prohibit land
application and deep well injection of brine, to prohibit the conversion of wells, and to
eliminate the injection fee that is levied under the Oil and Gas Law.
Current Status: 2/18/2015 - Referred to Committee Senate Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-47

SB58

CONDITIONAL SEWAGE CONNECTION (PETERSON B) To authorize a property owner
whose property is served by a household sewage treatment system to elect not to connect
to a private sewerage system, a county sewer, or a regional sewerage system under
specified conditions.
Current Status: 3/4/2015 - Referred to Committee Senate Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-58

SB100

SALES TAX HOLIDAY-ENERGY STAR (BROWN E) To provide a three-day sales tax
"holiday" each April during which sales of qualifying Energy Star products are exempt from
sales and use taxes.
Current Status: 3/4/2015 - Referred to Committee Senate Ways and Means
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-100
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SB120

OIL-GAS LAW REVISION (SCHIAVONI J) To revise enforcement of the Oil and Gas Law,
including increasing criminal penalties and requiring revocation of permits for violations of
that Law relating to improper disposal of brine.
Current Status: 3/10/2015 - Referred to Committee Senate Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-120

SB164

UTILITY SMART METER CONSENT (JORDAN K) To require electric distribution utilities to
obtain a customer's consent prior to installing a smart meter on the customer's property
Current Status: 5/27/2015 - Referred to Committee Senate Public Utilities
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-164

SB166

HORIZONTAL WELL EMERGENCY PLAN (GENTILE L) To require the owner of a
horizontal well to develop and implement an emergency response plan for the purpose of
responding to emergencies.
Current Status: 10/7/2015 - Senate Energy and Natural Resources, (First
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-166

SB185

SPECIAL IMPROVEMENT DISTRICTS (SEITZ B) To revise the law governing special
improvement districts created for the purpose of developing and implementing plans for
special energy improvement projects.
Current Status: 10/7/2015 - BILL AMENDED, Senate Energy and Natural
Resources, (Third Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-185

SCR6

EXPORT-CRUDE OIL (BALDERSON T) The urge the U.S. Congress to lift the prohibition
on the export of crude oil from the United States.
Current Status: 12/8/2015 - ADOPTED BY HOUSE; Vote 67-24
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SCR-6
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Energy
Commentary: Would FirstEnergy and AEP Rate
Plans be Good for Consumers? No

2. A decision is possible in 2016, but might not be
made until 2017.

February 19, 2016

Meanwhile, there is some legal question about
whether the state implementation deadlines (the first
is September of this year) are tolled until a final legal
resolution is achieved. Read more on that here.

Dr. Ned Hill, Professor of Public Affairs and City &
Regional Planning at The John Glenn College of
Public Affairs at The Ohio State University, is a
frequent consultant to the OMA on a wide variety of
manufacturing competitive issues.

Manufacturers Oppose Subsidies for Utilities
February 12, 2016

Here he is on the record in a Columbus Dispatch oped about the Power Purchase Agreements proposed
to the Public Utilities Commission of Ohio by AEP and
FirstEnergy: “These proposals are about paying
above-free-market rates for about 30 percent of the
electricity AEP and FirstEnergy generate in Ohio.
And, the proposals will transfer all of the business risk
in operating these units from the companies’
stockholders and management to all electricity users
in their territories—even if they are not customers of
the utility.”
PPA Case Proponents & Opponents Take to
Airwaves
February 19, 2016
The battle continues in the media while the Public
Utilities Commission of Ohio (PUCO) evaluates
proposed FirstEnergy and AEP Power Purchase
Agreement (PPA) case settlements.
Here are TV/radio spots in which the Alliance for
Energy Choice, a group of independent power
producers, takes some pokes at the utilities’ requests
for guaranteed profits.
Here is FirstEnergy’s comeback. And AEP’s.
SCOTUS Delays Clean Power Plan
February 12, 2016
The Supreme Court of the United States (SCOTUS)
this week granted a stay of the Obama
administration’s Clean Power Plan (CPP) regulation
of greenhouse gas (GHG) emissions from the electric
utility sector. This decision delays the implementation
of the rule until the courts have the opportunity
to determine the plan’s legality.
The case against the plan is pending before the D.C.
Circuit Court, where arguments will be heard June

ArcelorMittal, Whirlpool, BASF, William Sopko & Sons
Co., Summitville Tiles, The Belden Brick Co., Cooper
Tire & Rubber Co., and Sheoga Hardwood Flooring
and Paneling Co. were among companies that sent a
letter to the PUCO urging it to reject a request by AEP
and FirstEnergy that would raise electric rates for up
to eight years to subsidize some of their inefficient
power plants.
The Cleveland Plain Dealer summarized the
arguments made by these industry leaders.
Concerned manufacturers should send a letter to the
PUCO to convey your opposition to the bad
deals. This alert will give you tips on how to calculate
your potential costs and file your letter.
New Study, Same Result: FE Plan Would Cost $4B
February 12, 2016
A new study by the Institute for Energy Economics &
Financial Analysis (IEEFA) has analyzed the effects
of FirstEnergy’s proposal to utility regulators to allow it
to pass long-term costs and risks of three aging coalfired plants and one aging nuclear plant onto captive
customers of the utility.
The report finds that: “FirstEnergy is using greatly
inflated forecasts of future natural gas prices and PJM
electricity market prices to justify its proposal.”
And, “FirstEnergy’s proposal—under an uninflated,
reasonable natural gas price outlook—would in truth
result in a net cost to ratepayers of approximately $4
billion, rather than the net $561 million gain that the
company promises.
“IEEFA concludes that FirstEnergy proposal is a bad
deal for Ohio customers and would lock Ohio into
subsidizing the continued operation of aging and
uneconomic power plants while hindering
opportunities for lower cost and cleaner energy
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resources that could provide jobs and significant
economic benefits for the state.”
IEEFA proposes: “…. rather than propping up these
struggling plants, Ohio policymakers work instead for
an orderly transition away from outmoded energy
generation by supporting the
development of cleaner, modern and more efficient
resources.”
OMA Energy Efficiency Peer Network Kicks Off
2016 Programming
February 12, 2016
The OMA Energy Efficiency Peer Network (EEPN) is
gearing up for 2016, and will include: plant tours,
peer-learning webinars, do-it-yourself tools, and up to
3 hours of no-charge technical assistance &
consulting. The EEPN is open to all manufacturing
members of the OMA at no charge.
The first EEPN event is a plant tour on Friday, March
18 at F&P America, an ISO/TS-16949 and ISO 14001
Certified Tier-One International Automotive Systems
Supplier in Troy, Ohio. (Max. of 20 participants; no
direct competitors.)
Join the EEPN to get all event
invitations. Questions? Contact OMA’s energy
engineer, John Seryak.
PJM and its Market Monitor: AEP Proposal Will
Hurt Customers and Investment
February 5, 2016
PJM, the regional transmission organization (RTO)
and administrator of the wholesale power markets in
Ohio this week filed a post-hearing brief expressing
concerns about the negative effects on electricity
markets of AEP’ s power purchase agreement (PPA)
case pending before the Public Utilities Commission
of Ohio (PUCO).
PJM said of its reason for filing, “(Addressing faults in
the proposal) is critical in order to send the right signal
as to Ohio’s interest in attracting competitive
generation to meet the state’s future economic
development needs. Silence on this issue will only
make it harder for investors in new generation to view
Ohio as a place where their investment is welcome
and can compete fairly with existing legacy generation
of the sort covered by the Stipulation.”

combined with demand response and imports within
PJM’s capacity import limit, has consistently kept
PJM’s reserve margins on target. Indeed, as various
witnesses noted, there are several substantial new
plants under construction or proposed for Ohio.”
PJM Independent Market Monitor Dr. Joseph Bowring
also filed a brief, in which he stated, “The purpose of
the PPA Rider is to transfer the costs and market
risks associated with the PPA Rider Units from AEP’s
shareholders to AEP’s ratepayers. AEP has not
demonstrated and cannot demonstrate why
customers should bear these costs and take these
risks, if a well-informed generation owner is not willing
to do so.”
OMA to PUCO: Protect Electricity Market
February 5, 2016
Manufacturers, and other electricity consumers, have
benefited from Ohio’s move to a deregulated
electricity market. This week, the OMA Energy Group
filed a brief in the AEP case which would undermine
the market and force large costs on its customers for
the next eight years for no benefit.
“Electricity is a critical cost component for
manufacturers in producing their products. By
allowing manufacturers to shop for their electricity
supply, and having suppliers compete to provide that
electricity, the cost component compared to what
would otherwise be available to manufacturers under
the utilities’ tariffed rates has come down. The
downward pressure on prices created by a
competitive market should be fostered,” the OMA
Energy Group wrote in its brief.
Yet, the brief states, “If accepted, the (proposal) …
will saddle distribution customers with the generation
costs of a fleet of aging and expensive coal units and
threaten to erase the gains made by Ohio
manufacturers and other consumers in the
competitive market. That outcome is unfaithful to the
General Assembly’s unambiguous market-based
directive and will thwart the state’s effectiveness in
the global economy. Indeed, as one of the top
generators of electricity in the nation, the harms to
Ohio could be especially painful. Given the
interconnectedness of the electrical grid and the
competitive markets, these harms will have ripple
effects beyond Ohio’s borders.”

As to the claim that system reliability will be
threatened if the PPA is not approved, PJM wrote,
“There has been significant new generation entry that,
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SCOTUS Saves Demand Response

and state senator, as well as to OMA’s Ryan
Augsburger.

February 5, 2016
“FirstEnergy Just Asks for Too Much”
January 29, 2016
“FirstEnergy just asks for too much” is what Akron
Beacon Journal editorial page editor, Michael
Douglas, says of the FirstEnergy request before the
Public Utilities Commission of Ohio.
Last week the U.S.
Supreme Court breathed new life into “demand
response” programs across the nation. Specifically, in
a 6-2 decision the justices upheld the Federal Energy
Regulatory Commission’s authority to regulate
wholesale demand response programs. Therefore,
Ohio energy consumers can continue to participate in
the PJM demand response programs.
Read more about benefits of participating in demand
response programs in this OMA Energy Guide blog.
Each month OMA Energy Guide posts a blog with
energy news, purchasing and management
advice. Subscribe at My OMA.
Use OMA Calculator to Estimate Your Cost of
Utility Deals
January 29, 2016
Litigation continues at the Public Utilities Commission
of Ohio (PUCO) regarding proposed FirstEnergy and
AEP “power purchase agreement” (PPA) case
settlements.
The PUCO is expected to decide the cases in the
coming months.

“It defines the benefits too narrowly. The proposal
shifts considerable risk from shareholders to
consumers.”
What he’s talking about is FirstEnergy’s request of the
regulators to provide guaranteed revenue for the next
eight years in the form of a Power Purchase
Agreement whereby the utility would purchase power
from its own generation plants at customer-subsidized
prices.
Read the January 23 editorial here.
Parties Ask FERC to Review Power Purchase
Agreements
January 29, 2016
This week John Funk of the Plain Dealer reported that
the Electric Power Supply Association and the Retail
Energy Supply Association have asked for an
immediate FERC review of AEP and FirstEnergy
special deals called “power purchase agreements”
that are before the Public Utilities Commission of Ohio
(PUCO). And, separately, the Office of the Ohio
Consumers’ Counsel has filed its own objections with
the FERC this week.

If the PUCO approves the utilities’ proposals, all
customers in each utility’s service territory would be
required to pay non-bypassable PPA riders.

The complaining parties say that the utilities’
proposals do not meet the competitive standards the
PUCO established in previous cases and are
disruptive to the electricity market.

Use this calculator to estimate what your company
might pay.

PUCO Commissioner to be Appointed

Concerned members should send a letter (on
company letterhead) to the PUCO to express
opposition. Include the case numbers in the subject
line: PPA Cases 14-1693-EL-RDR; 14-1297-EL-SSO,
and email to the PUCO.
Here’s a model letter that you can customize and
send. Please consider sending a copy of your letter
to Governor Kasich and to your state representative

January 29, 2016
The Public Utilities Commission of Ohio (PUCO)
Nominating Council met this week to interview
applicants for the position of commissioner of the
PUCO to fill a five-year term commencing on April 11,
2016.
The Nominating Council subsequently selected four
candidates to submit to Gov. John R. Kasich for his
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consideration: Asim Z. Haque, who currently holds
the seat that is up for appointment, Robert E.
Burns, Alan L. Erenrich, and Allan Sears.
The PUCO Nominating Council is a broad-based, 12member panel charged with screening candidates for
the position of commissioner.
“Everyone is Unhappy”
January 22, 2016
The board of the Ohio Consumers’ Counsel released
a report this week that it titled, “Everyone is
Unhappy.”
Referring to the state’s electricity system, the board
noted that “thirty-two states have cheaper electricity
for residential consumers than Ohio,” and that among
the states that have enacted some form of generation
deregulation Ohio’s “rate of cost increase stands
alone as the highest.”
“So what to do? Consumers have grounds to be
unhappy, commerce and business have grounds to
be unhappy, and utility executives and stockholders
have grounds to be unhappy. In fact, they all might
have grounds to be very unhappy in the future, if
some analysts are correct and the investor-owned
utilities plunge into a death spiral,” wrote the board.
The group calls for the legislative creation of a task
force to study reforms in Ohio electricity law.
Leaders Oppose AEP & FirstEnergy Power
Purchase Agreements
January 22, 2016
CEOs of some of the country’s largest competitive
electric suppliers traveled to Columbus this week to
meet with state leaders to express their opposition to
AEP and FirstEnergy utility power purchase
agreement settlement proposals before the PUCO
that will guarantee utility profits and bypass
competitive bidding for electricity.
As reported in The Columbus Dispatch: “The number
one biggest lie is that it’s going to save consumers
money,” said Robert Flexon, president and CEO of
Dynegy, a Houston-based electricity company that
owns power plants in Ohio.
The Findlay Courier highlighted a Jan. 11 letter to
Governor Kasich from Cooper Tire & Rubber
Co. Chairman, CEO & President, Roy Armes, who
urges the rejection of the subsidy proposals.

OSCO Industries, Inc. CEO, John Burke, sent a letter
to the PUCO saying: “… AEP’s PPA proposal will
significantly impair OSCO’s ability to compete in
today’s marketplace.” And, “The PPA is a complete
reversal of about 15 years of migration toward
deregulating electric generation in our state and
provides an unjustified wind-fall for AEP.”
PUCO Will Hear “2014 Polar Vortex” Complaint
Against FES
January 22, 2016
In the FirstEnergy Solutions (FES) RTO Expense
Surcharge Case, the Public Utilities Commission of
Ohio (PUCO) denied FES’ motion to dismiss the
complaint that was filed by numerous OMA members
(complainants). Complainants alleged that FES
unlawfully passed through charges associated with
the 2014 polar vortex.
The PUCO also granted the complainants’ request to
prevent termination of service and ordered that the
case be set for an evidentiary hearing. Contact
OMA’s Ryan Augsburger for more information.
OMA Engages Media on Electricity Cost Increase
Proposals
January 15, 2016
This week the OMA held a media briefing on
the pending AEP and FirstEnergy applications for
Power Purchase Agreements (PPAs). OMA Energy
Group expert witnesses joined with manufacturing
member representatives to describe how the
proposed agreements will add significant costs to
manufacturers, while constraining market competition
for electric generation.
Hannah News Service, Inc. reported concerns
expressed by Dr. Edward “Ned” Hill, an economist
with The Ohio State University. Ohio Public Radio
featured Brad Belden, Director, Support Services, The
Belden Brick Company, who said it is unfair for
manufacturers to shoulder the cost of the utility
companies’ subsidies, after already paying for the
transition to a competitive electricity market in Ohio.
Also this week, as reported in the Cleveland Plain
Dealer, competitive electric supplier Dynegy, an
opponent to the PPA settlements, submitted a
proposal to the PUCO to supply the contested
electricity at a savings of $5 billion over the PPA
subsidy proposals.
If you haven’t already, consider expressing your
concern regarding the costs of the PPA proposals
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(see your estimated impact here) to your elected
officials.

public policy. It will only deter entry and keep prices
higher than they would otherwise be in a competitive
market.”

Act Now to Prevent Electricity Cost Increases
January 8, 2016
A projected $6 billion in additional electricity costs are
at stake in two cases pending before the Public
Utilities Commission of Ohio (PUCO). Each case
would provide massive subsidies, at customer
expense, to FirstEnergy and AEP for power plants
that are not clearing the markets in competitive
auctions.

And, Seryak in the AEP case testified that the
renewable energy proposed in the case, which would
be financed by a non-bypassable rider (that is, every
AEP customer would have to pay, including those
who have shopped competitively for power), would
cause many customers to pay twice for energy.
Exelon Offers Power at $2 Billion Less than
FirstEnergy
January 8, 2016

These cases are on a political fast track. It is critical
for manufacturers to act now to urge defeat of the
utililty proposals. Use the tools of OMA
Manufacturing Action Center to communicate to
public officials.
Read an analysis of potential costs you might
pay. And, read an executive briefing and talking
points on the matter.
PUCO, the 2015 Holiday Scrooge
January 8, 2016
The Public Utilities Commission of Ohio (PUCO) said
“bah, humbug” to the holidays and moved to fast track
consideration of the pending power purchase
agreement cases of both FirstEnergy and AEP. The
process is now so rushed that observers are
questioning the effect on stakeholders’ rights of due
process.
The OMA Energy Group worked through the holidays
to prepare and file additional testimony in both cases.
In supplemental testimony to the FirstEnergy case,
OSU economist Dr. Edward (Ned) Hill said: “(The
proposal) re-imposes an oligopoly in the electric
generation market,” deterring new entry and hurting
long term reliability.
Also in supplemental testimony in that case, OMA
consulting engineer John Seryak said: “(The new
stipulation) creates costs and precedents for years to
come.” He noted a lack of “thorough, transparent
cost analysis,” which should be a minimum
requirement for PUCO consideration of the proposal.
In the AEP case, Hill testified: “Typically, if a market
participant cannot compete in a competitive market, it
will fail. Subsidizing an existing market participant in
the hope that it may be able to compete at some point
in the future is not in the public interest, nor is it good

In bombshell testimony in the FirstEnergy power
purchase agreement case before the Public Utilities
Commission of Ohio (PUCO), Exelon offered power at
a cost $2 billion less than FirstEnergy is proposing,
over the eight-year term of the proposal.
Exelon opposes the FirstEnergy proposal and
suggested that the PUCO should let the competitive
marketplace set prices. It noted that other
competitors might have a better price than even
Exelon.
Sierra Club and AEP Make Deal: To Increase
Electricity Costs
December 18, 2015
This week, the Sierra Club and AEP, with a few other
parties, including PUCO staff, announced a deal in
the AEP case pending before the Public Utilities
Commission of Ohio (PUCO), a deal that will cost
consumers billions of dollars, according to the Sierra
Club’s own statements before the PUCO.
The deal would shift the risks of operating AEP’s
uneconomical plants to consumers. The state’s
consumers’ counsel estimates this will cost
consumers $2 billion over the life of the proposal.
The deal now also says AEP will install 400
megawatts of solar and 500 megawatts of wind power
by 2020. No mention of costs, which will all be born
by customers.
The new deal is worse for customers than the initial
costly proposal. Not only will customers be mandated
to subsidize uneconomical old coal generating plants,
but also customers will be saddled with large costs for
the solar and wind generation, which’ll be at least
partly owned by the utility.
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The markets for electricity in Ohio are working to the
benefit of consumers. This deal is a massive setback
to the consumer-friendly efficiency of those
markets. If approved by the full PUCO, it will put an
unnecessary and anti-competitive layer of costs on
consumers, constrain competition, and dampen
technological innovation in Ohio.
Timeline Set in FirstEnergy Settlement
December 11, 2015
Last week Public Utilities Commission of Ohio
(PUCO) staff stunned interested parties when they
entered into an agreement with FirstEnergy in the
company’s request for customer subsidies to pay for
certain uneconomic generation assets, bypassing the
competitive marketplace.
This week the regulators at the PUCO set a hearing
schedule to consider the settlement proposal. The
settlement proposal needs to be approved by a
majority of the five-member commission. The five
commissioners are appointees of Governor Kasich.
The hearings will commence on January 14,
2016. The OMA Energy Group has opposed the
FirstEnergy rate proposal; OMA Energy Group will
participate in the hearings. The Cleveland Plain
Dealer reported on the development and says
FirstEnergy hopes to have the settlement approved
by February 10.
Ohio Oil and Natural Gas Production Reaches
New Highs

PUCO Staff Supports FirstEnergy Bailout
December 4, 2015
In an abrupt about face, the staff of the Public Utilities
Commission of Ohio (PUCO) filed an agreement with
FirstEnergy this week that’ll put the risk of operating
two old and uncompetitive generating units on the
backs of customers.
The agreement would provide for a power purchase
agreement between FirstEnergy Solutions (the
unregulated generation affiliate of FirstEnergy) and
the FirstEnergy distribution company. The agreement
would be in place for eight years. That is, the
distribution company would be mandated to buy
power from the affiliated company, rather than have
the affiliated company compete in electricity auctions.
Customers in Ohio are benefiting from an electricity
market place that is working to provide lower prices
and more market options. This agreement, if
eventually approved by the PUCO commissioners,
would add a new layer of mandated costs onto
customers. It is estimated to cost $3.9 billion over the
eight years.
This would be a giant step backward for Ohio’s
economy, and particularly to cost-sensitive
manufacturers.
Read more about this in this article by the Columbus
Dispatch’s Dan Gearino and this article by the
Cleveland Plain Dealer’s John Funk.
Double Digit Annual Increases Forecast for CPP

December 11, 2015
December 4, 2015
As of the third quarter of 2015, Ohio’s horizontal shall
wells produced 15,707,339 barrels of oil and
651,193,106 Mcf of natural gas, according to the Ohio
Department of Natural Resources. The quarterly
production continues to set new drilling records in the
Buckeye state.
Ohio’s horizontal shale wells have produced more oil
and gas in the first nine months of this year than all of
Ohio’s wells produced in 2014. In 2014, Ohio’s wells
produced 15,062,912 barrels of oil and 512,964,465
Mcf of gas.
All horizontal production reports can be found here.

NERA Economic Consulting, using its proprietary
energy/economy modeling software, projects U.S.
electricity costs increases of between 11% and 14%
annually from 2022 to 2033 under the Clean Power
Plan (CPP).
The forecast assumes states will use the “mass base”
compliance mechanism. It models both intra-state
and regional compliance strategies.
NERA finds that annual average expenditures
increase between $29 and $39 billion/year for that
time period. It concludes that, by 2031, annual
2
CO emissions are 36% to 37% lower than they were
in 2005.
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ENERGY COMMITTEE – FEBRUARY 2016

ENERGY EFFICIENCY - DEMAND RESPONSE - CHP - RENEWABLE ENERGY - STORAGE

CUSTOMER-SITED
RESOURCES REPORT

Plant tours – November @ AB, July
Educational webinars – May, September
Technical assistance
DIY tools, logging kits

Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

ENERGY EFFICIENCY

 Join - http://www.ohiomfg.com/omas-chpweree-work-group/






 2016 calendar

 See efficiency upgrades to dust collection, new
lighting, new HVAC, and well sequenced aircompressors

 Tour at F&P America – Friday, March 18th

Energy Efficiency Peer Network
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302
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ENERGY EFFICIENCY - UTILITIES

 2017 Opt-Out – All above-primary and tax self-assessing
manufacturers can opt-out of participation in energyefficiency programs. We’re seeking input:
 If you’re opting out – What could you still use? Ex. –
PJM payments, tracking energy use, information, etc.
 If you’d like to stay in – What would you need to
stay in?

 Utility planning – All four investor-owned utilities (AEP,
DP&L, Duke, FE) will submit plans for 2017-2019
 Generally, utilities seek input from customer groups
 We’re seeking input – what is working / not working
 FE will be offering EE programs again. Maybe.
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ENERGY COMMITTEE – FEBRUARY 2016

DEMAND RESPONSE
UPDATE

Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

DEMAND RESPONSE – WHAT IS IT?

 FERC Order 745 allows grid operators to
pay full market price (locational marginal
price (LMP) for DR in wholesale energy
markets

 Demand Response is the temporary
curtailment of electrical load during grid
peaks
 Turn on back-up generators
 Turn off equipment
 Temporarily load shift
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

DEMAND RESPONSE – BENEFITS

 Independent Market Monitor - $9 billion
/year extra if DR and EE taken from
markets
 Controlling your costs reduces price
for everyone

 Creates revenue for manufacturers
(See side charge ~$600 million in 2015)
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

DEMAND RESPONSE – THE ISSUE

 $9 billion /year in costs; ~several hundred
million in revenue

 PJM would have defaulted to a regulated
approach
 No payments, penalties for noncompliance for DR & EE

 EPSA (Electric Power Supply Association)
 EPSA challenged FERC’s authority to
allow payments for DR in energy markets
 Could have extended to capacity markets;
energy efficiency
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

DEMAND RESPONSE – RELATED
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 Related – ways in which DR is regulated
Already passed
 Limits on DR quantity in capacity auction
 Capacity performance will require aggregation of resources
To come?
 Is DR and EE pushed “off the books”?  Load forecasts may be
overestimated
 Long term capacity product

 Supreme Court – Overturned lower court decision, maintained that
DR is a wholesale electric resource and FERC may regulate it
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ENERGY COMMITTEE – FEBRUARY 2016

ADVANCED ENERGY &
THE PPAS

 Renewable energy – 100 MW of wind or solar with its own power-purchase agreement rider. Of
concern:
 Only required if PUCO staff deems it necessary
 Pre-regulates new assets

 Battery storage – Unspecified amount of storage; would be owned by distribution utility with full
rate recovery. Of concern:
 Pre-regulates new assets; batteries are currently unregulated competitive resources

 Special carve-outs for low-income groups, OPAE, City of Akron, COSE, colleges and universities

 Energy efficiency – 800 MWh/year of efficiency starting in 2017. Of concern:
 Already required to do so by law
 Utility shareholder profit raised from $10 million to $25 million /year, after tax

Questions?
jseryak@runnerstonepower.com
614-268-4263 x302
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FE PPA – ADVANCED ENERGY PROVISIONS

 Rate design – Straight-fixed-variable residential rate design; efficient and inefficient users pay
similar costs; diminishes price signal
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302
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AEP PPA – ADVANCED ENERGY PROVISIONS

 Renewable energy – 500 MW of wind, 400 MW of solar within the power-purchase
agreement. Of concern:
 AEP affiliate may own a percentage
 Pre-regulating new assets

 Battery storage – Unspecified amount of storage; would be owned by distribution utility
with full rate recovery
 Pre-regulates new assets; batteries are currently unregulated competitive resources

 Energy efficiency – 1.33% of efficiency per year
 Of concern – AEP already achieving this, 1% required by law
 Special carve-outs for IGS, Direct Energy, EnerNOC
 OHA - $3.2 million for OHA, $4.8 million for its members
 OPAE - $8 million annually for low-income EE programs
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Questions?
jseryak@runnerstonepower.com
614-268-4263 x302

PPAS – OVERARCHING CONCERNS
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 No Analysis – No updated analysis was provided by any party, even though
stipulation significantly changed costs and benefits of PPA, and new data was
available

 Interactivity
 RE, EE, and storage all lower generator sales and suppress prices; have costs
and benefits in their own right
 PPA costs may increase as a result of stipulation provisions
 In other words – PPA takes back some of the benefits of EE, RE, and storage

 Load Forecasts
 Utilities relying on old load forecasts; typically overestimate load
 PJM recently slashed it’s load forecast by 3.5%-5%
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MEMORANDUM
To:
From:
Re:
Date:

OMA Energy Committee
Kim Bojko and Ryan O’Rourke, OMA Energy Counsel
Energy Committee Report
February 25, 2016
Active Administrative Actions in which OMAEG is Involved:

American Electric Power (AEP):
 PPA Rider Expansion Case (Case No. 14-1693-EL-RDR, et al.)
 AEP, Staff, Sierra Club, Ohio Energy Group, Ohio Hospital Association, IGS
and others filed a stipulation seeking PUCO approval to populate the PPA
Rider with the costs associated with certain plants owned by AEP Generation
Resources as well as the costs of AEP’s entitlement to the OVEC output. IEUOhio Agreed to not oppose.
 The Stipulation contains several other provisions unrelated to the PPA Rider,
including: extension of the ESP III plan; expansion of the IRP program; and a
proposal to develop wind and solar facilities.
 The evidentiary hearing is over, briefs have been submitted, and parties are
awaiting the PUCO’s decision.


ESP Application (Case No. 13-2385-EL-SSO, et al.)
 Order issued on February 25, 2015, wherein PUCO approved establishment of
the PPA Rider, but AEP was not authorized to collect any PPA costs through
the PPA Rider.
 Entry on Rehearing subsequently issued – PUCO deferred ruling on
applications for rehearing related to the PPA Rider.
 Rehearing is pending.



Fuel Adjustment Clause Cases (Case No. 11-5906-EL-FAC, et al.)
 An audit estimated that AEP double recovered certain capacity-related costs in
the amount of $120 million.
 The PUCO reversed an earlier decision and held that parties have the right to
receive copies of a draft audit report previously withheld from disclosure.
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Duke Energy Ohio (Duke):


ESP Application (Case No. 14-841-EL-SSO, et al.)
 Order issued on April 2, 2015, wherein PUCO approved establishment of the
Price Stabilization Rider (PSR) regarding a PPA, but Duke was not authorized
to collect any PPA costs through the PSR.
 Several parties, including OMAEG, filed applications for rehearing of the
PUCO’s decision – the applications for rehearing are still pending.



2013/2014 EE/PDR Recovery (Case Nos.14-457-EL-RDR and 15-534-EL-RDR)
 Duke and Staff filed a stipulation seeking to resolve the shared savings
mechanisms relating to Duke’s 2013 and 2014 programs.
 Parties are considering settlement options and preparing for a March hearing.



Shared Savings Mechanism Extension Case (Case No. 14-1580-EL-RDR)
 Duke sought PUCO approval of its request to extend the use of its shared
savings incentive mechanism in 2016.
 The parties are awaiting a PUCO decision.

FirstEnergy (FE):


ESP IV Application (Case No. 14-1297-EL-SSO)
 FE, Staff, Ohio Energy Group, OPAE, IGS, and others filed a stipulation
seeking PUCO approval of FE’s ESP IV Application together with authority
to establish and populate the Retail Rate Stability Rider (Rider RRS) with the
costs associated with certain plants owned by its affiliate, FirstEnergy
Solutions.
 The Stipulation also contains provisions addressing: grid modernization;
energy efficiency; and a plan to transition to decoupled rates.
 The evidentiary hearing has concluded and briefing is underway.

Dayton Power & Light (DP&L):




Distribution Rate Increase (Case No. 15-1830-EL-AIR, et al.)
 The PUCO set June 1, 2015 to May 30, 2016 as the test period and September
30, 2015 as the date certain.
 Discovery is ongoing and parties are awaiting a forthcoming Staff report.
Electric Security Plan (Case No. 16-395-EL-SSO, et al.)
 DP&L is requesting a ten-year PPA with its unregulated affiliate.
 A Distribution Investment Rider and a Clean Energy Rider are also being
sought.

Statewide:


Challenge to FirstEnergy Solutions RTO Expense Surcharge (14-1610-EL-CSS)
 The PUCO decided that it has jurisdiction to hear the complaint filed by
members of the opt-in group.
 The PUCO issued an order preventing termination of service for the disputed
charges.
2
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Net Metering Rules (Case No. 12-2050-EL-ORD)
 OMAEG filed comments urging the PUCO to adopt rules that align the
compensation schemes applicable to shopping and non-shopping customers.



Duke Class Action Settlement
 Duke settled for $80 million to resolve a class action regarding separate side
agreements it had with 24 industrial/commercial customers.
 Non-residential claimants could receive $200 to $4,000.
 Eligible customers include those that received retail electric generation service
from Duke Energy Corp. and/or Cinergy Corp. or their subsidiaries/affiliates
at any time between January 1, 2005, and December 31, 2008 in the
CG&E/Duke Energy Ohio electric service territory and who did not receive
rebates under the side agreements.
 For more information and to complete a claim form, please visit:
http://www.dukeclassaction.com/.
 Claim forms must be submitted by April 13, 2016.

Judicial Actions—Active Cases Presently on Appeal
from the PUCO to the Supreme Court of Ohio

Duke Energy Ohio:


Increase to Natural Gas Distribution Rates, Case No. 2014-328 (Appeal of Case No.
12-1685-EL-AIR, et al.)
 The matter is fully briefed; however the Court has not yet set the case
for oral argument.
 OMA, OCC, Kroger, and Ohio Partners for Affordable Energy
appealed a PUCO order that permitted recovery from ratepayers for
environmental remediation costs associated with two former
manufactured gas plant sites.

Federal Actions—Active Cases Presently at the
Federal Energy Regulatory Commission (FERC)

FERC Complaints:


Complaints against AEP, FirstEnergy and their unregulated generating affiliates
 RESA, EPSA, Dynegy, and a few others filed complaints seeking to rescind
the waiver on affiliate power sales transactions granted to AEP, FirstEnergy,
and their unregulated generating affiliates.
3
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 OMAEG filed comments in support of the complaints.
Court Cases:
 U.S. Supreme Court Demand Response Ruling
 On January 25, 2016, the Court upheld a FERC rule directing wholesale
market operators to compensate demand response commitments at LMP
prices.
 Court recognizes reliability benefits and price suppression benefits from
demand response programs.




U.S. Supreme Court Stays the Clean Power Plan
 On February 9, 2016, the U.S. Supreme Court stayed implementation of the
Clean Power Plan.
U.S. Supreme Court Case on Maryland’s PPA Plan
 On February 24, 2016, the Court heard oral arguments on Maryland’s plan to
boost in-state generating capacity by fixing the rate received by a generator
for its sales into PJM.
 4th Circuit struck the plan down on preemption grounds, holding that it
interfered with FERC’s exclusive power to oversee the wholesale markets.

4
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Time running out to file for Duke settlement
The Enquirer1:20 p.m. EST January 6, 2016

Roughly a million customers of Duke Energy Ohio’s predecessor company have about 100 days to respond to
postcards sent out over the holiday, asking if they want to be part of a proposed federal court settlement
involving the utility.
A group of plaintiffs sued in federal court, alleging from 2005 to 2008 that Duke Energy Ohio and others
unlawfully paid rebates through an affiliate to 22 large industrial or commercial customers pursuant to
separate side agreements. The plaintiffs contended that Duke, which then was Cinergy Corp., violated
antitrust laws as well as state and federal corrupt activities laws.
The defendants denied the allegations, asserting that the agreements with big customers such as General
Electric, Procter & Gamble and AK Steel and the payments to them did not violate any laws. They are settling
the suit, although they maintain they did not engage in any wrongdoing.
The allegations came to light in a whistleblower lawsuit filed in Hamilton County by a former Duke employee
who lost his job in 2005 after complaining about the rebates. That suit was settled in 2008 for an undisclosed
amount.
Duke initially refused to disclose the companies that received the rebates, but The Enquirer went to court in
2008 to get the names. A Hamilton County judge later ordered them released.
Here are some answers to some common questions about the settlement, which was reached in October
2015 after roughly a decade of litigation.
Who is eligible?
All residential and business (non-residential) ratepayers who received retail electric generation service from
Duke Energy Corp. or Cinergy Corp. or its Ohio subsidiaries/affiliates at any time between Jan. 1, 2005 and
Dec. 31, 2008, if they didn’t receive rebates under the side agreements, according to a website about the
settlement.
What will you get back?
Under the settlement, residential customers could each receive payments of $40 to $400 from the company,
while commercial customers could get as much as $6,000 each. People who qualify for lesser time periods
will receive lesser total payouts so long as they are $10 or more.
About $8 million of the nearly $81 million settlement will go toward improving energy efficiency programs.
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When will you be paid?
After a federal court judge in Columbus gives final approval to the deal, assuming your claim is ruled valid.
The case is scheduled for a settlement on April 16.
You didn’t get a postcard but you were a Duke customer in Ohio during the period from 2005 to 2008.
How do you make a claim?
You can file for a claim online at https://cert.gardencitygroup.com/dei/fs/home. Or you can call (844) 3228220. Either way, you will have to file your claim by April 13.
What if you object to the settlement?
To object, an eligible class member must deliver by hand or send by first class mail, written objections and
copies of all papers and briefs in support of any such objection delivered or postmarked by March 14 to each
of the following:


Clerk of the court; United States District Court; Southern District of Ohio; 85 Marconi Blvd.; Columbus OH
43215



Markovits, Stock & DeMarco LLC; W.B. Markovits, Paul M. DeMarco and Christopher Stock esqs.; 119 E.
Court St., Suite 530; Cincinnati OH 45202



Freking, Myers & Ruel LLC; Randolph H. Freking, Kelly Mulloy Myers and George M. Reul Jr. esqs.; 525 Vine
St., 6th floor; Cincinnati OH 45202
What if you miss the deadline or forget to file a claim?
You will get nothing.
TOP VIDEOS
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• 2017 forwards continue to be below 3 year index

• Forward market continues backwardation near historic lows

• 2015 coal generation output slightly higher than gas generation

• Gas burns for power 24% than 5 year average

• Coal to gas switching is strong due to coal vs. gas spread

• Break even costs $1.86/MMBTU Utica, $2.39/MMBUT Marcellus

• Drilling economics are getting cheaper:

• Overall gas production is flat (Texas down, OH/PA up)

• Gas storage is 18% above 5 year average

Electric Market Update
February 2016
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Gas storage is 18% above 5 year average

Electric Market Update
February 2016
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Overall gas production is flat (Texas down, OH/PA up)

Electric Market Update
February 2016
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Electric Market Update
February 2016
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Coal to Gas Switching Increases Burn

ELECTRICITY PROCUREMENT
Prepared for Name of Company

Electric Market Update
February 2016
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Prepared for Name of Company

Coal Slightly Higher Than Gas Output for 2015

ELECTRICITY PROCUREMENT

Electric Market Update
February 2016
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Electric Market Update
February 2016
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Electric Market Update
February 2016
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Electric Market Update
February 2016
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Richard Ricks
NiSource
February 25, 2016

Natural Gas Update
OMA Energy Committee

Page 90 of 138

1

Page 91 of 138

• Drilling Rig Counts

• Domestic Shale Gas Production

– NYMEX Gas Futures
– NYMEX Strip and Select Hub Pricing

– NYMEX Prompt Month History

• Gas Pricing

• National Storage

– National
– Ohio Degree Days

• Weather

Agenda
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Weather & Degree Days
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Near Average to Record Warmest Temperatures
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February, March, April 2016 Temperature Outlook
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625
1139
679
521

Thru Feb 17
Jan 2016
Dec 2015
Nov 2015

622
1198
1037
668

Normal

December 2015: Warmest December on record

Negative variance is warmer than normal

Actual

Month

Degree Days Vs. Normal

Ohio Winter Season Degree Days
As of February 17, 2016

0%
-5%
-35%
-22%
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% Variance
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Storage & Gas Pricing
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National Storage – Pretty Full Currently
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NYMEX Prompt Month Settlement – 5 Years
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NYMEX Prompt Month Settlement History
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Natural Gas Futures Pricing
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NYMEX Futures Settlement
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PRICE
$1.93
$2.03
$2.23
$2.33

TERM

3 month

6 month

12 month

18 month
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$2.70 (-$0.37)

$2.59 (-$0.36)

$2.52 (-$0.49)

$2.49 (-$0.56)

PRICE 11-16-15

NYMEX Term Pricing – February 19, 2016

13
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$1.88
$1.76
$1.78
$1.35
$1.41
$1.19

Henry Hub
TCO Pool
Houston Ship Channel
Dominion South Point
TETCO M-3
TGP Zone 4

$2.01
$1.91
$1.98
$1.08
$1.15
$1.01
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(-$0.13)
(-$0.15)
(-$0.20)
(+$0.27)
(+$0.26)
(+$0.18)

PRICE 11-16-15

Dominion, TCO, TETCO, & TGP pricing is Marcellus Area

PRICE

HUB LOCATION

Select Hub Pricing
February 19, 2016
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Key Pipeline Project – Late 2015 or Early 2016
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Shale Gas Production
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Gross Gas Production – All Formations in the Region
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Utica Shale – Accounts for Fair Percentage of U.S.
Natural Gas Production
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Marcellus – Important Shale Gas Play
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Rig Counts
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Short Term Active Rig Count
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Land and Offshore Total Rigs 541 on Feb. 12, 2016
– Down -30 or -5.3% compared to last week
Down -817 or -60.2% year-over-year
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FEBRUARY 25, 2016
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OHIO MANUFACTURERS’ ASSOCIATION
PRESENTATION

VOINOVICH SCHOOL OF LEADERSHIP AND PUBLIC
AFFAIRS

OHIO UNIVERSITY

PORTSFUTURE
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Since 1981, the Voinovich School of Leadership and
Public Affairs has applied the knowledge and assets of
Ohio University to solving problems and promoting
growth in the Ohio Appalachian region, throughout the
State of Ohio, and beyond

THE VOINOVICH SCHOOL

2

PORTSfuture Project
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Project information and products: www.portsfuture.com

3

Activities focus on three thematic areas:
• Education, Public Engagement, and Entrepreneurship
• Economic Modeling/Economic Impact
• Ecology, Hydrology, and Site Environment

Since 2010, tasks performed for the benefit of the public
interest and to inform cleanup efforts at the site

Funded by DOE EM Portsmouth/Paducah
Project Office
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PORTS site is uniquely suited for siting an IES

At the core of this effort is developing an
Integrated Energy System (IES) complex

Site Repurposing-as cleanup advances, focus is
on leveraging the assets of the US DOE PORTS
facility near Piketon, Ohio for business growth
and job creation

Current Focus: IES
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 Advanced manufacturing
 Energy
 Transportation/logistics
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IES complex creates an exceptional opportunity
to develop regional clusters in three industry
sectors in Ohio and adjacent markets:

Current Focus: IES
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• We are inviting interested industries to join this
effort as partners, anchor tenants, co-producers,
and end users

• Collocating energy producers and process users

• The IES will be an engine that powers an
“Energy Mall” incorporating fossil, renewable,
nuclear, energy storage, T&D, and advanced
energy technologies

IES Vision
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• Creates regional economic stability & grows
Ohio’s economy
8

• Includes private sector involvement to expand
private enterprise and bring jobs to the region

• Creates opportunities for advanced
manufacturing

• Preserves and leverages public assets

Benefits of Site Reuse
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• Consultation with regional economic development entities,
JobsOhio, OVRDC, citizens’ advisory board, private industry
and others

• National experts

• National laboratories

• Ohio University

• Site contractors

• Community Reuse Organization (known as SODI)

• DOE EM PORTS officials

Who is Involved
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421
475
143
418
160
131
179
495
152

National R & D
Training & Education
Greenbelt

Warehousing
Nuclear Power Plant

Metal Recovery

Preferences

Industrial Park
Green Energy Production
Multi-use Southern OH EC

Scenario
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Public Engagement: Future Use
Scenario Preferences
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Synergistic integration of an “all-of-the-above” energy
strategy

• “Value” is driver—not absolute “cost”
Value Propositions:
High Efficiency
High Reliability
Low Emissions
Acceptable/Low Cost

• The “whole” is worth more than the sum of the
“parts”

• Multiple energy resources combined together to
produce one or more energy related products

IES Premise
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Typical industrial
process used today

(Closed Loop Manufacturing)

Industrial Symbiosis
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• Good jobs will attract and retain talent and expertise for
Ohio

• Better utilization of capital equipment and lower
operating expenses
o Shared resources (e.g. infrastructure, facilities,
personnel)
o Shared processes (e.g. common/support
systems)

• Higher overall energy usage efficiency

• Effective resource management (cost savings)

IES Potential Benefits
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• Industry collaboration and collocation
– Jobs and more jobs (non-exportable)

Page 126 of 138

• Use of domestic resources rather than imported
resources (e.g., petroleum)

• Reduced emissions [especially of carbon dioxide
(CO2)]

IES Potential Benefits
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• Security (investment protection)
o Potential targets by terrorists

• Large capital investment
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• Multiple organizations working together
o Must integrate people before you can integrate
systems

IES -Challenges
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IES -Challenges

• Excellent infrastructure
 Heavy industrial
 Electric transmission lines
 Resource and product pipelines
 Transportation

• Near energy and other natural resources

• Requires unique sites
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Central Location

•

•

•

•
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Electrical Grid and Pipeline
Distribution System
Key IES industries create
“cluster” opportunities
One day drive to 70% of
manufacturing markets in
North America
Available in a 2-hour drive:
- 4 major airports
- 1200 miles of rail
- 600 miles of four-lane
highway
- 94 docks with Ohio River
access

Infrastructure
Advantages

PORTS Site Assets
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Ohio 32 connects Cincinnati,
Ohio,
and Parkersburg, W.Va.

intersection of two
major four-lane
divided highways
• U.S. 23 is national
north-south highway
• Ohio 32 is substantial corridor from
Cincinnati to Parkersburg, W.Va.
o On site
 Substantial network of roads connecting
all portions of plant site

 Roads
o Regional
 Plant rests at

INFRASTRUCTURE

Source: DOE EM PORTS Site Assets Power Point
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Heartland Corridor main line
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 Barge
o Close proximity to Ohio River
o Barge-to-rail transfer facility available
 Rail
o Twelve miles of rail line on site
 Connects to Norfolk Southern

a variety of transportation options
that support shipping and receiving
needs.

he Portsmouth Gaseous

T
Diffusion Plant has ready access to
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 Power
o 1,000 MW on-site installed interchange capacity
o Connection to national grid
 Natural Gas
o Connected to main transmission line to Pike Natural Gas
 8-inch line
 Estimated 15,000 scfm available at site boundary
 Waste Water Treatment
o On-site facility built in 1982
o NPDES-permitted discharge to Scioto River
o Design capacity 1.2 million gallons per day
 Current usage 250,000 gallons per day

INFRASTRUCTURE

Source: DOE EM PORTS Site Assets Power Point
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infrastructure capacity available for
immediate development
opportunities.
 Water
o Raw water
 Two well fields
• Designed for ~40 million gallons per day
• Site usage less than 2 million gallons per day
o Potable water
 On-site system designed for 5 million gallons
per day

he Portsmouth site has

T
substantial on-site excess
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The electric supply from Florida
through Canada and from
Oklahoma to Maine is carried by
the Eastern Interconnection.

SERC

TVA

PJ
M

NYISO
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to two balancing authority areas and to two
Reliability Coordination areas (PJM and MISO).

 The Portsmouth site is electrically connected

SPP &
ENTERGY

MISO &
MRO US

EISO

ortsmouth’s extraordinary
access to the U.S. electrical grid makes
it a strategic location for either
electricity generation or power usage.

P


Interconnection exists on site
o 5 independent access
points
o Potential for 10 access
points
o No right-of-way
acquisition for
transmission lines
 Reduces or eliminates
associated cost
 Eliminates potential for
public criticism from new
construction
 On-site connection to
AEP 765kv high voltage
backbone is available

 Access to Eastern

Eastern Interconnection

NATIONAL GRID

Source: DOE EM PORTS Site Assets Power Point
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Ind.

Clifty

138kV


Don
Marquis

Ky.

PORTS

X-5001

T

X-530

Kyger
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W.Va.

he Portsmouth site has
extraordinary access to the U.S.
electrical grid and eliminates the need
for right-of-way acquisition to
connect.

DOE is a registered entity with NERC/FERC
based on X-530 connectivity.

345kV
(Underground)
345kV

765kV

Pierc
e

Ohio

NATIONAL GRID

Source: DOE EM PORTS Site Assets Power Point
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LAND AVAILABILITY

Source: DOE EM PORTS Site Assets Power Point
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he DOE is undertaking
significant analysis and working
through the regulatory process with a
goal of maximizing the amount of land
that could be made available for
reindustrialization.

T

Page 134 of 138

23

Page 135 of 138
Page 135 of 138

24

Page 136 of 138
Page 136 of 138

25

 Upcoming opportunities:
 Advanced manufacturing roundtable
 Site visits
 Other engagements to learn more about this effort

 Questions and comments

Wrap Up
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The PORTSfuture project is funded by a grant from the U.S. Department of
Energy Office of Environmental Management Portsmouth/Paducah Project
Office

For more information on the
project, visit
www.portsfuture.com

