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November 17, 2016
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Brad Belden, Belden Brick, Chair

State Public Policy Report
 State Government Overview
 Post-Election Legislation
 Reregulation / Restructuring
 Alternative energy freeze

Ryan Augsburger, OMA Staff

Customer-Sited Resources Report
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 Energy efficiency peer network activity
 PJM update
Counsel’s Report
 Subsidy Cases (Formerly PPAs)
 Utility Case Highlights
 FERC and Appeals
Presentations
11:00 The Utilities’ Job Killing $29.4 B Subsidy
11:30 Energy & Petrochemicals

Electricity Market Trends
Natural Gas Market Trends

John Seryak, PE, RunnerStone, LLC

Kim Bojko, Carpenter Lipps & Leland

Bill Siderewicz, Clean Energy Future, LLC
Dana Saucier, JobsOhio Managing Director
Susanne Buckley, Scioto Energy
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OMA Energy Committee
Ryan Augsburger
Energy Public Policy Report
November 17, 2016

Overview
Following the election, lawmakers returned to the Statehouse for a short post-election, or “lameduck” session. The prospect for energy policies to be addressed via legislation later this year is
very real.
Also since our prior meeting, the PUCO has awarded FirstEnergy a partial bailout of $1 billion.
Other utilities are following suit.
Meanwhile utility companies are lobbying for reregulation of power generation in Ohio, a
reversal from Ohio’s deregulation law.
PUCO Gives FirstEnergy Subsidy / Sets Precedent
The PUCO awarded FirstEnergy a $1B plus subsidy to prop up the company and its affiliate.
Far be it from the $9B sought most recently by the Akron-based utility. Appeals will follow, but
the PUCO effectively brought closure to the lengthy ESP application which initially included the
power purchase agreement that was later blocked by the FERC after the PUCO approved in
last March.
The OMA Energy Group (OMAEG) opposed the proposal in every chapter and will continue to
seek reversal in appeal. See Counsel’s report. See media clippings. Dayton Power & Light
has made a very similar filing now pending at the PUCO.
Reregulation
AEP and FirstEnergy are calling for legislative reregulation or restructuring. Details of a
restructuring proposal are not yet clear but legislative leaders have signaled that they will not act
on the controversial issue in 2016; however, it may be considered in the 2017-2018 legislative
session. Conversations are ongoing with state leaders.
AEP and FirstEnergy CEOs have asked policymakers to commit to law changes by spring 2017.
Meanwhile, AEP sold their most valuable fleet of generation. The company reported profit on its
regulated distribution activities were higher in Ohio than anywhere else.
FirstEnergy, long a champion of competition has publicly switched positions and is now calling
for reregulation. Like AEP, it is meeting with legislators.
In 1999, with the passage of Senate Bill 3, Ohio began a transition to deregulated generation.
That transition which has taken over decade, has delivered customer choice, cost-savings and
innovation. One of the main tenets of deregulation was forcing then-integrated utility companies
to sell or spin-off their generation. “Stranded costs” and other above-market surcharge
constructs enabled the utilities to have their generation paid for by Ohioans for a second time. If
approved in some form, the subsidy cases would have represented yet another above-market
payment to utilities by customers who realize no benefit.
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The OMA has been a proponent of markets, supporting the original deregulation legislation and
opposing utility profit subsidy schemes that distort the market and result in new above-market
charges on manufacturers.
Several noteworthy studies have demonstrated how the market delivers lower prices, choice
and innovation without compromising reliability.
Financial Integrity Bailouts
Earlier this year we reported on favorable Supreme Court decisions that protect customers from
inappropriate utility overcharges. The Court decision pertained to both AEP and DP&L but also
established precedent. Dayton Power & Light has developed a legislative proposal to reverse
Supreme Court decision that fairly protects customers from transition charges. The legislative
proposal would authorize PUCO to impose riders on customers’ electric bills to fund a utility
bailout any time a utility claims their “financial integrity” is threatened. In effect, the law change
authorizes the FirstEnergy subsidy recently awarded and other utility subsidies such as the
latest DP&L proposal. They utility is lobbying for the legislative change during the post-election
section.
PUCO Appointment
Governor Kasich appointed veteran energy attorney Howard Petricoff to the vacancy on the
PUCO created by the departure of Commissioner Andre Porter. Senate President Keith Faber
has questioned the qualifications of the Governor’s appointee and has hinted the Senate may
refuse confirmation, a step required of gubernatorial appointments. The OMA has expressed
support for Commissioner Petricoff. It’s the worst kept secret around capitol square that utilities
don’t like the pick because of his past work in support of competitive energy suppliers. Still
pending.
Clean Power Plan / Federal Greenhouse Gas Regulations / 111(d)
US EPA issued a final rule in August 2015. Appeals have delayed implementation. The OMA
filed comment together with the NAM and individually. Oral argument occurred was held last
month.
While there was much speculation about the CPP’s ability to survive legal scrutiny, the survival
is now in question following the surprise election results. If / when federal carbon emissions
regulation goes online, states will likely need to develop state implementation plans. Ohio
policymakers have chosen to hold off on state regulations.
Natural Gas Infrastructure
The OMA continues to express industry support for the Rover Pipeline and Nexus Pipeline.
Billions of dollars of pipeline investment are underway by several different developers. Natural
gas production continues to grow in the Buckeye state even with depressed pricing. In fact,
Ohio natural gas prices are among the lowest around the globe today. See attached
presentation materials by JobsOhio on the new cracker project in Belmont County.
Energy Efficiency Legislation
Legislation was enacted in 2014 to revise Ohio’s energy standards which required utilities to
deliver a certain amount of efficiency from customers and to procure a certain amount of
renewable generation. The issue has been reported and discussed at OMA meetings for over
three years.
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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 2015
recommending an indefinite freeze. Governor Kasich subsequently commented that indefinite
freeze was unacceptable, and that he did not favor the existing standards either. Without
legislative revision, the freeze is scheduled to lift the first of 2017. Senator Seitz has introduced
SB 320 to revise some provisions and to extend the freeze for another three years. In contrast
Representative Amstutz (#2 ranked member of the House) introduced HB 524 which makes the
freeze more permanent. Hearings on both bills are ongoing this week. There is a significant
legislative support to act before year end.
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Energy
Some Corps. Want Reinstatement of Renewable Energy
Requirements

PJM Visits with OMA Members
November 4, 2016

November 11, 2016
John Rego, Partner, with OMA Connections Partner, Jones
Day, summarizes the state of play with respect to the state’s
two-year energy efficiency mandate freeze.
He says: “With the end of the two-year freeze
approaching, bills have been introduced in the Ohio
General Assembly that would reduce or completely
eliminate the renewable energy standards. … On October
25, 2016, nine companies, ranging from Whirlpool
Corporation to Nestlé to Gap Inc., … urge(d) Ohio
lawmakers to lift the freeze and restore the 2008 renewable
standards. The companies argued that such standards,
particularly energy efficiency mandates, would help them
meet their corporate sustainability goals, while saving
money and attracting clean energy producers to the state.”
And: “For his part, Governor Kasich has vowed to veto
any effort to extend the freeze or kill the renewable
requirements entirely, although he has signaled a
willingness to replace the 2008 standards with less stringent
requirements. Since the 2008 standards will automatically
be reinstated absent new legislation before the end of the
year, Kasich seems to have a strong hand to
play.” 11/10/2016
Duke Energy Can Collect that $19M After All
November 4, 2016
The Public Utilities Commission of Ohio last week
reversed its prior decision thus permitting Duke Energy in
Ohio to recover $19.75 million in “shared savings”
incentives.

PJM Interconnection’s
(PJM) Paul Sotkiewicz, Ph.D., Consulting Economist,
recently presented PJM regional results, as well as
the Ohio-specific results, of Clean Power Plan
modeling the organization has executed. Kerry
Stroup, PJM’s Manager, State Government Policy,
also participated.
PJM is a regional transmission organization (RTO)
that coordinates the movement of wholesale
electricity in all or parts of 13 states, including Ohio,
and the District of Columbia. As a neutral,
independent party, PJM operates a competitive
wholesale electricity market and manages the highvoltage electricity grid to ensure reliability for more
than 61 million people. 11/01/2016
Pictured – PJM’s Manager, State Government Policy
Kerry Stroup, PJM’s Consulting Economist Paul
Sotkiewicz, OMA president Eric Burkland, and VP,
Administrative Services, The Belden Brick Co., Brad
Belden
OMA Energy Efficiency Tour at Anheuser-Busch
November 4, 2016

The commission granted Duke’s application for rehearing
of its 2013 shared savings recovery case, overturning its
previous ruling which held that Duke’s use of banked
savings to claim a shared savings incentive was improper.
On May 20, 2015, the commission issued an order
determining, among other things, that Duke may only use
its banked savings to reach energy efficiency/demand
reduction benchmarks. Accordingly, Duke was not
permitted to use banked savings to claim a shared savings
incentive. Last week’s action reverses this. Duke will
collect the $19.75M through an increase in the existing
EE/PDR rider. 10/31/2016

OMA members who
participate in OMA’s Energy Efficiency Peer Network
(EEPN) took a plant tour this week, hosted by OMA
member, Anheuser-Busch Companies, Columbus. Multiple
energy efficiency projects were showcased.
In addition to periodically touring plants, the EEPN gets
together several times a year via web meeting to discuss a
variety of energy efficiency technologies and case
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studies. The group is facilitated by OMA’s consulting
energy engineering partner, Go Sustainable Energy LLC.
Interested? Sign up here. There is no cost for OMA
members and we’ll keep you posted about 2017
activities. 11/2/2016
$1.5 Billion Possibly at Stake in DP&L Case
October 28, 2016
Dayton Power and Light has requested that a
new “Distribution Modernization Rider” (DMR) provide
it $145 million per year for seven years in non-bypassable
riders (the customer cannot “shop” around the rider cost).

The PUCO just approved another $1 billion in abovemarket charges for FirstEnergy. Dayton Power and Light
has proposed to the PUCO another $1.5 billion in
charges. That’d be a total of $16 billion if the DP&L
proposal would be approved.
For manufacturers, these riders drain away precious cash
that could be used for investment and innovation in Ohio,
creating more jobs and more prosperity. Join the OMA
Energy Group to help stop this economic
madness. 10/17/2016
How the $1 B FirstEnergy Approved Subsidy Impacts
Manufacturers
October 21, 2016

If the DMR is grossed up for taxes as it was in the recent
PUCO-approved FirstEnergy proceeding, and assuming a
35% corporate tax rate, the request increases to $223.1
million annually. Multiplied by seven years, it would result
in a total cost of $1.5 billion.

Last week the Public Utilities Commission of Ohio
approved a $1 billion subsidy of FirstEnergy by
customers. The ruling will cost customers $204 annually
for, likely, five years.

See how this proposed rider would affect manufacturers
with varying electricity usage here. 10/27/2016

Very large consumers of electricity look to see costs from
the rider of $18 million, large users $1.9 million, and
medium-sized consumers $140,000 over the period.

Energy Scenario Planning: Efficiency Investments
Lower Costs
October 28, 2016
A recently released study shows investments in energy
efficiency lower electricity costs better than do other
scenarios modelled. The study, “Four Paths to Ohio’s
Energy Future,” was commissioned by Advanced Energy
Economy.
The study looked at four scenarios for investment in Ohio
energy systems, and projected costs for 2030. A scenario
heavy in energy efficiency investments lowers costs 1.71
cents/kWh from a base case without efficiency
investments. 10/27/2016
$14.57 Billion, and Counting, in Above-Market Charges
October 21, 2016
In 1999, Ohio moved to allow customers to shop for
electricity generation in order to establish the benefits of
competition for the state and its economy.
Since that time, through various riders approved by the
Public Utilities Commission of Ohio (PUCO), customers
have paid $14.57 billion in above-market charges to the
state’s utilities. That is, $14.57 billion more than the costs
customers paid for the actual electricity they bought from
competitive suppliers.

See a breakdown by usage here. The OMA Energy Group
opposed this costly subsidy, and will continue to litigate it,
now that the PUCO has acted. 10/17/2016
PUCO OKs up to $1B in New Costs for FirstEnergy
Customers
October 14, 2016
This week the Public Utilities Commission of Ohio
(PUCO) approved a new “grid modernization” rider that
amounts to an unwarranted subsidy for FirstEnergy that
will stifle competition, drive electricity costs up and harm
manufacturing competitiveness.
Eric Burkland, OMA president, issued a statement
commenting on the PUCO decision to allow FirstEnergy to
collect up to $1 billion in above-market customer charges:
“Today’s decision by the PUCO to give FirstEnergy a
subsidy through a “grid modernization” rider is a setback
for electricity consumers in Ohio. If implemented, the rider
essentially will serve as another new tax, potentially
costing families and businesses $1 billion, while also
setting a precedent for the PUCO to grant above-market
customer charges to the state’s other utilities to bolster
utilities’ financials.
“These unwarranted new costs will put another strain on
the budgets of families, particularly those least advantaged,
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and will harm the competitiveness of businesses, especially
those that are energy intensive.

Please register promptly as there are limited spaces
remaining. Register here. 10/11/2016

“What do these electricity customers get for the new costs?
Pretty much nothing. The customers are being asked to pay
FirstEnergy with no direct consumer benefits. The rider is
called a “grid modernization rider,” but requires
FirstEnergy to do nothing to actually modernize the grid.

More Gas-Fired Electricity Generation Planned for
Ohio

“Customers are paying to prop up the finances of a failing
company. FirstEnergy should address its own financial
troubles by using methods manufacturers and other
businesses are required to use – cut costs, sell assets, sell
equity – rather than rely on a customer
bailout.” 10/12/2016

According to the Cadiz Times Recorder, EmberClear Corp.
of Houston intends to build a gas-fired power plant near
Cadiz in Harrison County. This would be the latest in a
series of new gas-fired plants that seek to take advantage of
plentiful shale gas.

DP&L Proposes New $1 Billion Rider
October 14, 2016
Dayton Power and Light (DP&L) has amended its Electric
Security Plan application to the Public Utilities
Commission (PUCO), proposing a $145 million per year
“distribution modernization rider.”
The utility says that the rider is necessary to allow it to
maintain its financial integrity and to access equity and
debt capital in order to finance transmission and
distribution infrastructure modernization
investments. DP&L also stated that the cash flow from
the rider will be used to pay interest obligations on existing
debt, make discretionary debt prepayments, and allow
DP&L to make capital expenditures to maintain the
company’s transmission and distribution infrastructure.
The Ohio Consumers’ Counsel estimates the newly
requested rider would cost Dayton-area consumers $1.01
billion over seven years.
The OMA Energy Group is an intervenor in the case to
protect manufacturers’ interests. 10/13/2016
Beer! Plant tour!
October 14, 2016
The OMA Energy Efficiency Peer Network (EEPN) has
scheduled its next plant tour for Wednesday, November 2
at the Anheuser-Busch Brewery in Columbus, Ohio.
The tour will focus on energy efficiency and sustainability
initiatives. Highlights will include brew kettle heat
recovery; ammonia refrigeration efficiency; and
compressed air pressure reduction.

October 7, 2016

The company plans a 1,000 megawatt plant on about 60
acres in the Harrison County Industrial Park. The project
could provide for the electricity needs of about 1,000,000
houses.
It could take up to three years to obtain regulatory permits
before a construction timeline would be developed. The
project would lead to a projected investment of $900
million and provide work for an estimated 500 construction
workers and 30 permanent workers. 10/6/2016
DP&L Lobbying to Protect Utilities from Business Risk
September 30, 2016
Executives from Dayton Power & Light (DP&L) are
lobbying state lawmakers for a legislative proposal that will
be harmful for customers. The utility wants the General
Assembly to adopt legislation during the brief post-election
lame duck session that would modify PUCO rate-making
laws and provide more authority to the regulator. In the
package is authority to add new riders on customers’
electric bills if a utility’s fiscal integrity is threatened.
The legislative proposal would also allow utilities to charge
customers “transition charges” outside the scope of law
today, effectively reversing recent Supreme Court decisions
that were favorable to customers. Read more from OMA
Energy Counsel, Carpenter Lipps & Leland.
It’s a stunning request of the General Assembly by a utility
company. The DP&L legislative proposal is similar to the
PUCO proposal of FirstEnergy which asks for up to $8.9
billion in customer-paid subsidies due to its threatened
fiscal integrity. Both the FirstEnergy rate case and the
DP&L legislative proposal seek to shift ordinary business
risk from shareholders to ratepayers.
The OMA Energy Committee will cover this and many
manufacturers’ energy issues at its meeting on November
17. Members can register here. 9/29/2016

Steel-toed shoes, hard hat, & safety glasses required.
Limited hard hats and shoe covers available onsite.
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Energy Standards Legislation Heats Up

Crown Battery, Nissin Brake Recognized for Energy
Efficiency Savings

September 30, 2016
September 30, 2016
State-established electric utility energy efficiency and
renewable energy standards were frozen by legislation in
2013. The freeze is due to expire in early 2017. Some
lawmakers are eager to act on the issue during the
upcoming lame duck legislative session. This week,
Governor Kasich renewed his intention to veto any bill that
weakens or eliminates the standards. Read more in the
Cleveland Plain Dealer.
The governor was reacting to a plan recently updated by
Senator Bill Seitz, Chair of the Senate Public Utilities
Committee, that would end the freeze in December while
softening the “standards” into “goals” and make other
changes. 9/29/2016
AEP Ohio’s Incentive Auction Coming Soon – Get Your
Cash
September 30, 2016
Manufacturers can bid for larger incentives for their
efficiency projects in AEP Ohio’s upcoming
Bid4Efficiency auction. The auction provides a mechanism
for manufacturers to earn efficiency incentives that are
greater than AEP’s $25,000 maximum.
To receive incentives above the $25K cap, AEP Ohio’s
Bid4Efficiency program offers a reverse auction where
entities start at $0.08/kWh saved for incentives, and then
bid down to the price at which they are willing to take an
incentive.
An RFQ submittal is necessary to secure AEP pre-approval
to participate in the auctions; RFQs are due by October 14,
2016. The RFQ is short, requests only basic information,
and can be completed in a short period of time.
Multiple auctions will be held between Nov. 711. Auctions will be for different sized pots of money for
both lighting and custom project kWh savings. A customer
may only win one auction.
OMA’s energy consultant is ready to help you navigate the
process, assist with completing the RFQ, and can advise
you on a bidding strategy. Contact John Seryak for further
assistance as a benefit of your OMA
membership. 9/27/2016

New case studies of Ohio manufacturers Crown Battery
and Nissin Brake by the Alliance for Industrial Efficiency
highlight the potential of energy efficiency savings. “My
advice to other manufacturers? You need to take advantage
of this,” said Matt Culbertson, energy engineer for Crown
Battery.
According to the case studies, Crown Battery is saving
$150,000-$210,000 annually, and engages plant workers by
awarding “Save a Buck Dynasty” t-shirts to those with
energy saving ideas. Nissin Brake has saved a cumulative
$3.4 million in energy costs since 2008.
Energy efficiency savings like these have the potential to
add up to an eye-popping $298 billion for the U.S.
manufacturing sector through 2030, according to a study
simultaneously released by the Alliance. The study
investigated how manufacturing energy-efficiency can
serve as a low-cost resource if carbon regulations come to
fruition. Ohio ranked 5th in terms of cumulative cost
saving potential and 2nd in terms of emission reduction
potential. 9/28/2016
Natural Gas Production Booming in Utica
September 30, 2016
The U.S. Energy Information Administration this week
released new data on oil and gas production in the Utica
shale play, indicating that energy developers are
increasingly focused on natural gas.
It said: “The rapid growth in Utica/Point Pleasant natural
gas production since 2012 is attributable to increases in
drilling efficiency, proximity to markets, improvements in
business processes, resource targeting in stacked plays, and
the lengthening of horizontal laterals. Relatively low oil
prices and expansions in natural gas infrastructure make the
natural gas-rich portions of the reservoir more desirable for
development, and therefore, increasingly the target for
operators.”
Monthly natural gas production from Utica wells increased
from 0.1 billion cubic feet per day (Bcf/d) in December
2012 to more than 3.5 Bcf/d in June 2016. Oil production
increased from 4,400 barrels per day (b/d) to nearly 76,000
b/d over the same period. 9/26/2016
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AEP Sells Three Ohio Plants
September 16, 2016
AEP this week announced the sale of three of its Ohio
plants, and one in Indiana. The assets went for $2.2
billion. The plants have a capacity of 5,200 megawatts.
The Ohio plants are the gas-fired Waterford Energy Center
and Darby Generating Station and the coal-fired James M.
Gavin Plant. The purchasers are private equity firms
Blackstone Group LP and ArcLight Capital Partners LLC.
AEP indicated it is focused on its regulated business, and
not merchant power. The company has several other
merchant power plants in Ohio that were not included in
the sale. 9/15/2016
FirstEnergy Should Not Get Something for Nothing
September 9, 2016
In a welcome development, the Cleveland Plain Dealer
editorialized this week: “FirstEnergy should not get
something for nothing from its customers.”
The editorial notes the Ohio Consumers’ Counsel filing:
“When all is said and done, [Ohio] consumers could be
charged up to nearly $8.9 billion [over nearly eight years]
to support the financial integrity of FirstEnergy Corp.”
The paper references a Bloomberg story that
FirstEnergy “wants compensation of as much as $568
million (a year) for the added impact of salaries, vendor
purchases and local employee spending in Akron.” The
company says that, if customers don’t pay that subsidy,
Akron could lose its corporate headquarters.
The Plain Dearler: “No one wants to see Akron lose a
headquarters. But it’s not the responsibility of Ohio
ratepayers to insulate FirstEnergy’s stockholders from the
possibility that decisions made by FirstEnergy’s managers
could invite a corporate takeover.”
Well said. 9/8/2016
AEP CEO Says Sale of Generating Units in Final Stages
September 9, 2016
AEP CEO Nick Akins tells Bloomberg TV that AEP is in
the “final stages” of selling its Ohio generating units. He
reports “robust interest” in the assets.

markets. To AEP, “restructuring” means having new AEP
generation (solar, wind, natural gas) paid for by consumers
via non-bypassable riders, even if the consumers buy their
electricity from an AEP competitor.
Watch the Bloomberg TV interview with the AEP CEO
here. 9/8/2016
Heads the Utility Wins, Tails the Customers Lose
September 2, 2016
Recently, Ohio manufacturers, and other electricity
consumers, won an important case at the Supreme Court of
Ohio, which invalidated a surcharge that the Public Utilities
Commission of Ohio (PUCO) had approved for
DP&L. The court’s decision invalidated the rider because
it enabled DP&L to recover “transition
revenue.” Transition revenue under Ohio law was to end in
2005 (“transition” refers to the system’s transition from
regulated generation to a competitive market).
On August 26, the PUCO acted to essentially overturn the
customer-benefiting decision of the Supreme
Court. Following the PUCO’s logic, if a utility suffers an
adverse ruling on appeal that benefits customers, the utility
could then counteract the effects of the court’s ruling by
simply requesting to terminate its current rate plan and
revert back to a prior one, or any combination thereof,
whichever is more favorable to the utility.
For customers, it is: Heads the utility wins, tails the
customers lose. There appears to be basically no way to
win a legal appeal, if this PUCO action holds.
You can read the details in this memo from Carpenter,
Lipps & Leland, OMA energy counsel. 8/30/2016
PJM Wholesale Electricity Markets Competitive
September 2, 2016
PJM Interconnection’s wholesale electricity markets
produced competitive results during the first six months of
2016, according to the 2016 Quarterly State of the Market
Report for PJM: January through June, according to
Monitoring Analytics, LLC, the Independent Market
Monitor for PJM.
The market monitor found that energy market prices
decreased significantly from the first six months of 2015 as
a result of lower fuel prices and lower demand. The loadweighted average real-time price was 36% lower in the first
six months of 2016 than in the first six months of 2015,
$27.09 per MWh versus $42.30 per MWh.

Meanwhile, he indicates the company is working with the
Ohio legislature to “restructure” the Ohio electricity
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PJM average real-time load in the first six months of 2016
decreased by 5.3% from the first six months of 2015, from
90,586 MW to 85,800 MW.
Energy prices in PJM in the first six months of 2016 were
set, on average, by units operating at, or close to, their short
run marginal costs. This is evidence, said the market
monitor, of generally competitive behavior and resulted in
a competitive market outcome. 8/30/2016

power users over the lifetime of the rider increase,
estimates from $8K to $8M, depending on usage.
OMA Energy Group applied for rehearing of the PUCO
order, stating that “The Commission erred by violating the
prohibition against retroactive ratemaking when it
authorized AEP Ohio to collect carrying charges at its
weighted Average Cost of Capital through the Phase-In
Recovery Rider for a past period beginning in September
2012.”

Commissioner Petricoff Visits OMA Energy Committee
August 26, 2016

The PUCO has yet to issue an entry on rehearing
addressing the retroactive ratemaking concerns raised by
OMA Energy Group and other parties. 8/25/2016
Ohio Produces AEP’s Highest ROE
August 26, 2016
AEP reports to investors that its Ohio operations produce
its highest rate of return on equity. For the year ending
June 20, 2016, Ohio produced an ROE of 13.3%. That
compares, for example, to Kentucky at 6.5%, Oklahoma at
8.6%, and Texas at 9.4%. 8/25/2016

Howard Petricoff, the newest commissioner on the
Public Utilities Commission of Ohio, visited with the
OMA Energy Committee this week. He provided a
look at his background and perspectives on the work
of the commission.
The OMA was a big supporter of Petricoff’s
appointment by Governor Kasich. 8/25/2016
Pictured: OMA Energy Committee Chair, Brad Belden, VP
Administrative Services, The Belden Brick Co., PUCO
Commissioner Howard Petricoff, and OMA energy counsel,
Kim Bojko, Carpenter, Lipps & Leland LLP
AEP’s Ohio Power Company Customers See Increase in
Rider, OMA Energy Group Acts
August 26, 2016
For AEP’s Ohio Power customers, the Phase-In Recovery
Rider (PIRR) was recently increased by an average of
$0.003211, from $0.004072 to $0.007282 per kWh. (The
PIRR for Columbus Southern Power customers of AEP
Ohio’s is unchanged at $0.)
Here is a detailed memo from OMA energy consultant,
Runnerstone LLC, which includes the projected
incremental costs to small, medium, large and extra large
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Energy Legislation
Prepared by: The Ohio Manufacturers' Association
Report created on November 15, 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 9/29/15, 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 create an alternative
wind farm setback in cases where a process has been initiated to interconnect the wind
farm to a transmission system and the wind farm is in the Ohio wind corridor.
Current Status: 5/18/2016 - SUBSTITUTE BILL ACCEPTED, House Public
Utilities, (Third 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: 5/24/2016 - House Energy and Natural Resources, (Third
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-ET AL (SCHAFFER T, RETHERFORD W) To provide authorization and
conditions for the operation of state programs and to make appropriations.
Current Status: 6/28/2016 - SIGNED BY GOVERNOR; eff. 9/28/16; certain
provisions effective on other dates
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State Bill Page: https://www.legislature.ohio.gov/legislation/legislation-

summary?id=GA131-HB-390

HB472

RENEWABLE-EFFICIENCY ENERGY REQUIREMENTS (STRAHORN F) To unfreeze the
requirements for renewable energy, energy efficiency, and peak demand reduction, to
permit changes in and Public Utilities Commission action on electric distribution utility
portfolio plans in 2016, to revise the setback requirement for economically significant wind
farms, and to repeal the setback requirement for wind farms of fifty megawatts or more.
Current Status: 2/23/2016 - Referred to Committee House Public Utilities
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-472

HB473

UTILITY SERVICE TAX-LEVY (AMSTUTZ R) To require voter approval before a county
may levy a new utilities services tax, to allow small businesses to count employees of
related or affiliated entities towards satisfying the employment criteria of the business
investment tax credit, to permit a bad debt refund for cigarette and tobacco product excise
taxes paid when a purchaser fails to pay a dealer for the cigarettes or tobacco products and
the unpaid amount is charged off as uncollectible by the dealer.
Current Status: 5/17/2016 - House Ways and Means, (Fourth Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-473

HB489

MINE FUNDS (CERA J) To credit a portion of the money derived from the Kilowatt-Hour
Tax Receipts Fund to the Abandoned Mine Reclamation Fund, the Acid Mine Drainage
Abatement and Treatment Fund, and the Mine Safety Fund and to make other changes to
those funds.
Current Status: 5/10/2016 - House Ways and Means, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-489

HB515

HEATING FUELS-SALES TAX (PATTERSON J, CERA J) To exempt from sales and use
taxation the bulk sale of firewood and certain other heating fuels, and to reimburse the
Local Government Fund and Public Library Fund and county and transit sales tax
collections for the resulting revenue losses.
Current Status: 4/26/2016 - Referred to Committee House Ways and Means
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-515

HB522

INJECTION WELLS (PHILLIPS D) To prohibit injection of brine and other waste
substances except in class I injection wells, to prohibit the conversion of oil and gas wells,
to require municipal or township approval prior to the issuance of an oil or gas well permit,
and to levy a fee on the injection of brine and other waste substances into a class I injection
well.
Current Status: 4/26/2016 - Referred to Committee House Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-522

HB540

OIL-GAS WELL FUND REVENUE (CERA J) To limit the amount of revenue that may be
credited to the Oil and Gas Well Fund and to allocate funds in excess of that amount to
local governments and fire departments.
Current Status: 5/17/2016 - Referred to Committee House Finance
State Bill Page: https://www.legislature.ohio.gov/legislation/legislation-
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summary?id=GA131-HB-540
HB541

STATE AGENCY-CLEAN POWER PLAN (LANDIS A) To prohibit any state agency from
implementing the federal "Clean Power Plan."
Current Status: 5/4/2016 - Referred to Committee House Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-541

HB554

RENEWABLE ENERGY REQUIREMENTS (AMSTUTZ R) To revise the requirements for
renewable energy, energy efficiency savings, and peak demand reduction and to revise
provisions governing which customers can opt out of related programs.
Current Status: 11/16/2016 - House Public Utilities, (Second Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-HB-554

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: 5/11/2016 - ADOPTED BY SENATE; Vote 33-0
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: 5/11/2016 - Senate Energy and Natural Resources, (First
Hearing)
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: 5/11/2016 - Senate Energy and Natural Resources, (First
Hearing)
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

15 of 124

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: 9/28/2016 - Senate Ways and Means, (First Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-100

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: 5/25/2016 - REPORTED OUT AS AMENDED, Senate Energy
and Natural Resources, (Fifth Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-185

SB320

RENEWABLE ENERGY (SEITZ B) To revise the requirements for renewable energy,
energy efficiency, and peak demand reduction, to permit property owners to petition
municipal corporations and townships for the purpose of developing and implementing
special energy improvement projects.
Current Status: 11/15/2016 - Senate Energy and Natural Resources, (Second
Hearing)
State Bill Page: https://www.legislature.ohio.gov/legislation/legislation-
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summary?id=GA131-SB-320
SB325

ELECTRICAL DISTRIBUTION-RENEWABLE REQUIREMENT (JORDAN K) To repeal the
requirement that electric distribution utilities and electric services companies provide 12.5%
of their retail power supplies from qualifying renewable energy resources by 2027.
Current Status: 5/4/2016 - Referred to Committee Senate Energy and Natural
Resources
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-325

SB327

OIL-GAS LAW REVISION (BALDERSON T) To revise provisions in the Oil and Gas Law
governing unit operation and to specify that the discounted cash flow formula used to value
certain producing oil and gas reserves for property tax purposes is the only method for
valuing all oil and gas reserves.
Current Status: 5/11/2016 - Referred to Committee Senate State and Local
Government
State Bill Page: https://www.legislature.ohio.gov/legislation/legislationsummary?id=GA131-SB-327

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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Cleveland Plain Dealer

FirstEnergy should not get
something for nothing from its
customers: editorial
Editorial Board
on September 03, 2016 at 7:07 AM, updated September 03, 2016 at 7:11 AM

When Ohio deregulated its retail electricity market 15 years ago, Akronbased FirstEnergy Corp. embraced the move and restructured. But the
electricity market has turned against FirstEnergy, leading to a complicated
set of maneuvers by the stockholder-owned company to shore up its
operations and its future. Unfortunately, a lot of those maneuvers
boil down to seeking a subsidy from Ohio customers.
FirstEnergy, parent firm of the Illuminating, Ohio Edison and Toledo Edison
companies, cannot and should not get something for nothing from its Ohio
ratepayers. That's not how the law was supposed to work, and it's not how
the Ohio electricity market should work.
Currently before the Public Utilities Commission of Ohio is FirstEnergy's
latest bid for ratepayer help: an eight-year "financial hedge" request the
company says is supported by the same coalition of low-income,
manufacturing, municipal and other customer groups that backed an earlier
power purchase deal the PUCO approved in March. (Federal
regulators effectively shelved that deal -- at least as then presented -- in
April.)
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May: FirstEnergy abandons its 'power purchase agreements,' but not its plan
for customers to pay more
FirstEnergy recast its controversial "power purchase agreement" late Monday,
appealing to state regulators to help it steer around a FERC roadblock to adding
surcharges to customer bills.

The PUCO should reject FirstEnergy's proposed financial hedge -- which by
one rough estimate could cost a typical customer up to an extra $100 a
year -- not because of what it would cost, but because it essentially is
something for nothing in terms of direct customer benefits.
Tellingly, the Ohio Consumers' Counsel -- charged with looking after the
interests of all residential utility ratepayers in the state -- strongly opposes
this plan, as it did FirstEnergy's earlier power-purchase plan. "When all is
said and done, [Ohio] consumers could be charged up to nearly $8.9 billion
[over nearly eight years] to support the financial integrity of FirstEnergy
Corp.," the Consumers' Counsel said in an Aug. 15 filing.
The commission should instead consider a PUCO staff counterproposal for
a three-year Distribution Modernization Rider (estimated at about $131
million per year), as long as that rider is structured explicitly to require
upgrades and spending that directly benefit customers and is calculated
appropriately for that end.
A rough estimate is that the staff plan might cost a typical customer an extra
$29 a year, although FirstEnergy has challenged some of the staff's math
and filed a third blueprint that might cost a typical Ohio customer of the
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utility more -- up to $252 extra a year. (These amounts could be less,
depending on some variables.)
The PUCO staff plan also includes a requirement that FirstEnergy keep its
headquarters and substantial parts of its operations in Akron -- specifying
additionally that the deal would evaporate if the firm is bought out.
FirstEnergy has since priced out the Akron headquarters option -- and
Bloomberg News reports the utility is seeking a further subsidy
from ratepayers to cover it. Bloomberg reported Monday that
FirstEnergy "wants compensation of as much as $568 million for the added
impact of salaries, vendor purchases and local employee spending in
Akron."

July: FirstEnergy to partially close coal-fired Sammis power plant
FirstEnergy said Friday that by 2020 it will close about half of the smaller boilers at the
W.H. Sammis power plant on the Ohio River because they are not "economically
viable." The company will also close or sell it coke-burning Bay Shore plant near
Toledo

No one wants to see Akron lose a headquarters. But it's not the
responsibility of Ohio ratepayers to insulate FirstEnergy's stockholders from
the possibility that decisions made by FirstEnergy's managers could invite a
corporate takeover -- and with that, a chance that the surviving company
might base itself outside Akron. That's one of the risks of utility deregulation
– risks FirstEnergy's management welcomed, till the costs of its legacy coal
and nuclear plants effectively priced that power out of the market.
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FORIMMEDIATE RELEASE
October 12, 2016

CONTACT
Eric Burkland, (614) 224-5111

OMA Warns that PUCO Ruling in FirstEnergy Case Will Impose Up to
$1 Billion in New Costs on Electricity Customers
Rider amounts to an unwarranted subsidy for FirstEnergy, says the OMA, and will stifle
competition, drive electricity costs up and harmmanufacturing competitiveness.
(Columbus, OH): Eric Burkland, president of The Ohio Manufacturers’ Association (OMA),
issued the following statement today commenting on the Public Utilities Commission of Ohio’s
(PUCO) decision to allow FirstEnergyto collect up to $1 billion in unwarranted, above-market
customer charges through a “grid modernization” rider:
“Today’s decision by the PUCO to give FirstEnergy a subsidy through a “grid
modernization” rider is a setback for electricity consumers in Ohio. If implemented, the
rider essentially will serve as another new tax, potentially costing families and
businesses $1 billion, while also setting a precedent for the PUCO to grant abovemarket customer charges to the state’s other utilities to bolster utilities’ financials.
These unwarranted new costs will put another strain on the budgets of families,
particularly those least advantaged, and will harm the competitiveness of businesses,
especially those that are energy intensive.
What do these electricity customers get for the new costs? Pretty much nothing. The
customers are being asked to pay FirstEnergy with no direct consumer benefits. The
rider is called a “grid modernization rider,” but requires FirstEnergy to do nothing to
actually modernize the grid.
Customers are paying to prop up the finances of a failing company. FirstEnergy should
address its own financial troubles by using methods manufacturers and other
businesses are required to use - cut costs, sell assets, sell equity – rather than rely on a
customer bailout.”
#

#

#

The mission of The Ohio Manufacturers’ Association is to protect and grow Ohio manufacturing.
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$1.8 Billion

$1.76 Billion

$1.21 Billion

DP&L

AEP Ohio

Duke Ohio

2002

2003

2004

2005

2006

2007

$884 Million + Carrying Costs 14.23%

Regulatory Transition Charge

$702 Million

2009

2010

2011

2012

2013

Provider of
Last Resort
Charge
$368 Million

$380 Million

2015

2016

Electric Service
Stability Charge
$330 Million

$447.8 Million

Retail Stability Rider

$238.4
Million

Retail
Stability Rider
Deferred
Capacity Cost

Service Stability
Rider
$293.3 Million

2014

(2000 - Sept. 2016)

Rate Stabilization Surcharge

Rate Stabilization
Charge
$2.9 Billion
Regulatory
Transition Charge
($ ? )

2008

Rate Stabilization
Surcharge
$158 Million

Regulatory Transition Charge

"Big G"
$242 million

Generation Transition Charge / Regulatory Transition
Charge
$6.9 Billion

2001

Regulatory Transition Charge /
Customer Transition Charge
$727 Million

$14.57 Billion

$9.8 Billion

2000

SUBSIDY SCORECARD - ELECTRIC UTILITY CHARGES TO OHIOANS

FirstEnergy
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Manufacturer Size
Small (~$100k/yr in
electricity costs)
Medium (~$600k/yr in
electricity costs)
Large (~$6 million/yr in
electricity costs)

Consumption
(kWh/year)

Annnual Cost
Estimate *

FirstEnergy
Total for 5-year
DMR *

1,000,000

$3,747

$26,229

$17,049

7,500,000

$28,102

$196,714

$127,864

100,000,000

$374,694

$2,622,855

$1,704,856

$3,746,936

$26,228,553

$17,048,560

~ $203 Million

~ $1.43 Billion

~ $927.5 Million

1,000,000,000
Extra Large
Territory Total
* Assumes 35% Corporate Tax Gross Up

Manufacturer Size
Small (~$100k/yr in
electricity costs)
Medium (~$600k/yr in
electricity costs)
Large (~$6 million/yr in
electricity costs)

Total for 5-year DMR
w/o tax gross up

Consumption
(kWh/year)

Annual Cost
Estimate *

DP&L**
Total for 7 year
DMR *

Total For 7 year DMR
w/o tax gross up

1,000,000

$15,898

$111,288

$72,337

7,500,000

$119,237

$834,657

$542,527

100,000,000

$1,589,823

$11,128,763

$7,233,696

$15,898,232

$111,287,627

$72,336,958

~ $223.1 Million

~ $1.561 Billion

~ $ 1.015 Billion

1,000,000,000
Extra Large
Territory Total
* Assumes 35% Corporate Tax Gross Up

** Dayton Power and Light has requested that its Distribution Modernization Rider (DMR) provide $145
million per year for seven years. If the DMR is grossed up for taxes as it was in the FirstEnergy proceeding
(PUCO Case No. 14-1297-EL-SSO) and assuming a 35% corporate tax rate, the request increases to $223.1
million annually; multiplied by seven years, it would result in a total cost of $1,561.5 million.
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COMPANY LETTERHEAD
DATE

Public Utilities Commission of Ohio
ATTN: IAD
180 E. Broad Street
Columbus, Ohio 43215-3793
RE: Opposition Comment to DP&L ESP Case 16-0395-EL-SSO, et. Al re: Credit Support
Rider
Dear PUCO:
I am writing on behalf of YOUR COMPANY NAME to request you reject the proposal by the
Dayton Power and Light Company to impose new above-market rider costs on my business.
INSERT PARAGRAPH ABOUT YOUR COMPANY
Should PUCO approve the application, DP&L will be able to collect costs (via a non-bypassable
credit support or DMR rider) from all their customers to subsidize their finances, making
customers the financial guarantors of a publicly traded company….effectively insuring utility
companies from business risk with customer dollars.
COMPANY NAME is directly impacted by this proposal. Our LOCATION facility consumes
approximately x kWh/year. We estimate the additional above-market costs of this new rider to
be over $x dollars during the proposed seven year term of the ESP.
If approved, the new rider will add costs to Ohio consumers and impact innovation, growth and
jobs in the state by diverting dollars away from those areas to subsidize poorly managed utility
companies.
As a manufacturer we must ensure that our Ohio operations remain competitive. Please protect
the competitiveness of Ohio’s economy and protect all consumers in DP&L’s territory from this
unfair rate hike, which is nothing more than a “give-away.”
Sincerely,
NAME
TITLE
cc:

Governor John Kasich
State SenatorLook up at:http://www.ohiomfg.com/manufacturing-advocacy-center/?vvsrc=%2fAddres
State RepresentativeLook up at:http://www.ohiomfg.com/manufacturing-advocacy-center/?vvsrc=%2fAddres
Local Chamber of Commerce Executive
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The Dayton Power & Light Company’s Efforts to Resurrect the Service Stability Rider
through Legislative Measures are Misguided
On June 20, 2016, just six days after oral argument, the Supreme Court of Ohio
decisively ruled that the PUCO erred in approving The Dayton Power & Light Company’s
(DP&L) Service Stability Rider (SSR) and reversed the PUCO’s approval.1 The Court did not
provide a detailed rationale to justify its decision, but the takeaway from the decision was clear:
the General Assembly’s decision to allow market forces to set the price of generation services
prohibits utilities from collecting transition revenue or its equivalent from customers. 2 In
reaching its decision, the Court simply applied its decision involving AEP Ohio from a few
months earlier wherein it declared that the PUCO erred in approving a charge similar in purpose
to DP&L’s SSR.3 OMAEG applauds the Court’s decisions as being in the best interests of
Ohio’s manufacturers.4
Ongoing efforts by DP&L to legislate around the Court’s decision would be contrary to
the market-based path set by the General Assembly over 16 years ago when it enacted legislation
commonly referred to as S.B. 3 in 1999. Ohio’s manufacturers have embraced competition and
have reaped the benefits of purchasing electricity supply from competitive suppliers rather than
with the incumbent utility. Through contracts with competitive suppliers, energy-intensive
manufacturers have been able to stay competitive in the global economy by reducing or
maintaining their electricity costs, which are a major cost component of their operations, while
other costs are increasing. Interfering with this process would be damaging to the interests of
manufacturers and the numerous economic development benefits they bring to Ohio.
In sum, for manufacturing to remain vibrant in Ohio, the General Assembly should foster
an environment where competitive forces are allowed to flourish and deny DP&L’s proposal.

1

In re Application of Dayton Power & Light Co., Slip Opinion No. 2016-Ohio-3490.

2

In re Application of Columbus S. Power, Slip Opinion No. 2016-Ohio-1608, ¶ 15 (“Transition costs (also referred
to as stranded costs) are costs incurred by the utility before retail competition began that will not be recoverable
through market-based rates. * * * In general, these are generation costs that the utility incurred to serve its customers
that would have been recovered through regulated rates before competition began, but that are no longer recoverable
from customers who have switched to another generation provider.”).
3

Id. at ¶ 25 (“we find that [AEP Ohio’s] [Rate Stability Rider] in this case recovers the equivalent of transition
revenue and the [PUCO] erred when it found otherwise.”).
4

At the time of the Court’s decision on DP&L’s SSR, it was estimated that DP&L had collected about $250 million
through the SSR and that another $80 million remained to be collected.
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ENERGY COMMITTEE – NOVEMBER 2016

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

CUSTOMER-SITED
RESOURCES REPORT
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Demand
Response

Energy
Efficiency

CUSTOMER-SITED RESOURCES

Distributed
Renewables &
Storage

Combined Heat &
Power / Waste Energy
Recovery

 Customer-sited resources effect the price of electricity, can reduce costs for
manufacturers, and may provide revenue. They are:

 Power resources are moving behind the meter
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Join - http://www.ohiomfg.com/omas-chpweree-workgroup/

ENERGY EFFICIENCY

3/18 - Tour @ F&P America
5/25 – Webinar – LED lights
7/20 – Tour @ Dannon
9/16 – Webinar – Measuring energy savings
11/2 - Tour @ Anheuser Busch

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







 2016 calendar

 Potential CHP tour
 Spotlight: Host a tour!

 Planning for 2017

 Compressed air at 85 psig

 11/2 at Anheuser Busch

Energy Efficiency Peer Network
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ENERGY COMMITTEE – AUGUST 2016

UTILITY ENERGY
EFFICIENCY
PROGRAMS
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UTILITY ENERGY EFFICIENCY PROGRAMS

• Contact OMA and get a larger rebate!
• jseryak@gosustainableenergy.com

AEP Ohio
• $250,000 in incentives reserved for OMA members
• For large projects:
• Start with $25,000 (project limit w/o auction
incentives)
• Corresponds to 312,500 kWh/yr for Custom
projects
• Add $0.043 /kWh saved for additional savings
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2009

FirstEnergy
suspends
efficiency
programs

……

2015

2016

Efficiency programs
offered through
2019

“Freeze” lifts

2017

All four electric
utilities file
efficiency
programs at
PUCO

FirstEnergy agrees to
800,000 MWh of
annual energy savings
in ESP/PPA
settlement

UTILITY ENERGY EFFICIENCY PROGRAMS

2014

AEP, Duke, DP&L
continue

SB 310 creates a “freeze” in
the requirement for 201516, utilities given “sole
discretion”

SB 221 sets
requirement for electric
distribution utilities to
achieve energy savings
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Self-direct
 Customer finances project
 Customer files savings @ PUCO
 Customer has choice of rider
exemption or incentive
 Utility does NOT collect profit on
customer actions

UTILITY ENERGY EFFICIENCY PROGRAMS

“Customer action” programs
 Customer finances project
 Utility surveys customer, “captures” savings
 Utility collects profit based on project
savings
 Customer pays for utility survey, utility
profit, and utilities’ taxes

Primary Concern: “Customer Action” Program
 Update: PUCO rules and disallows utility profit on customer
actions
 Enabled by SB 310 to “count” customer actions
 All 4 utilities proposing a version
Compare:
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UTILITY ENERGY EFFICIENCY PROGRAMS

Across-the-Board Issues to Manufacturers
 PJM bid of energy efficiency capacity
 Lowers capacity prices
 Utility profit, aka, shared savings level
 Program breadth
 CHP
 Flexibility with technical assistance
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UTILITY ENERGY EFFICIENCY PROGRAMS

Self-Direct
2017 Opt-Out
 Eligible – Sub-transmission,
 Eligible - All manufacturers (>
transmission, and tax self700,000 kWh/yr)
assessing users
 Do not pay EE rider
 Rider exemption or cash rebate
 Cannot receive incentives at all
 Can receive incentives later
 No need to show efficiency
 Must show efficiency investment
investment
 Decision lasts 3 years
Pick your path – Opt-out? Self-direct? Program Participation?
 Utility EE rider charges are changing, ex: AEP 40%-60% reduction (except
low LF), DP&L reduction
 Utility EE rider charges differ by utility territory
 Direct benefits differ in quality by utility territory
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MEMORANDUM
OMA Energy Committee
Kim Bojko, OMA Energy Counsel
Energy Committee Report
November 17, 2016

To:
From:
Re:
Date:

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. IEU-Ohio 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 PUCO modified and approved the stipulation.



On rehearing, AEP stated that in light of the FERC decision it was going to only
pursue recovery of the OVEC PPA.



The PUCU issued an Order on November 3, 2016, authorizing AEP Ohio to recover
from customers the net impacts of AEP Ohio’s OVEC contractual entitlement
through the PPA Rider.



Applications for rehearing are due on December 5, 2016.

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.



Pursuant to the Stipulation in the PPA Rider case, AEP filed an application to extend
the ESP through 2024, and included other provisions agreed to in the Stipulation,
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such as BTCR opt-out program, IRP extension and modifications, the Competition
Incentive Rider, DIR extension and modifications, and a Sub-Metering Rider.





The PUCO issued an Order on November 3, 2016, affirming its decision in the
February 25, 2015 Order not to approve AEP Ohio’s recover of any costs under the
PPA Rider, including OVEC costs.



Applications for rehearing are due on December 5, 2016.

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.



The draft shows that AEP may have double recovered by as much as $160 million.



The PUCO has set this case for a January 24, 2017 evidentiary hearing.

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 a PPA rider
(Rider PSR), but Duke was not authorized to collect any PPA costs through Rider
PSR.



Several parties, including OMA, filed applications for rehearing on May 4, 2015. 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.



OMA and others opposed the stipulation.



The PUCO issued a decision on October 26, 2016, approving the stipulation, which
provides Duke $19.75 million in shared savings incentives.

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.



OMA and others opposed the proposal and filed reply briefs on September 8, 2016,
and are awaiting a PUCO decision.

2
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FirstEnergy:


ESP IV Application (Case No. 14-1297-EL-SSO)


FirstEnergy, Staff, Ohio Energy Group, OPAE, IGS, and others filed a stipulation
seeking PUCO approval of FirstEnergy’s ESP IV Application together with authority
to establish and populate a PPA 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 PUCO modified and approved the stipulation.



On rehearing, FirstEnergy stated that in light of the FERC decision it was not
pursuing cost recovery of the affiliate PPA with FirstEnergy Solutions at this time.
However, FirstEnergy is still seeking to recover costs through Rider RRS under a new
proposal (a virtual PPA).



On rehearing, Staff proposed a new proposal to create a credit support rider to replace
the virtual PPA to give FirstEnergy $393 million over three years ($131 million
annually). Staff hopes that the credit support rider will jumpstart grid modernization,
but there is no guarantee this will happen. FirstEnergy requested modifications to
Staff’s rehearing proposal, requesting $558 million annually for the eight years of the
ESP plus an additional amount up to $568 million annually to account for
maintaining its corporate headquarters and nexus of operations in Akron, Ohio—the
total could be approximately $9 billion over the term of the ESP IV.



The PUCO issued a decision on October 12, 2016, adopting Staff’s proposed Rider
DMR. In adopting Rider DMR, the PUCO authorized FirstEnergy to collect from
customers $132.5 million per year for three years (approximately $204 million per
year grossed up for taxes), with an option to extend the rider for an additional two
years. The PUCO conditioned FirstEnergy’s recovery of revenues under Rider DMR
on three terms including: the retention of its headquarters in Akron, Ohio; prohibition
of a change in control of FirstEnergy; and demonstration of sufficient progress in the
implementation and deployment of grid modernization programs.

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 and case
management schedule.

Electric Security Plan (Case No. 16-395-EL-SSO, et al.)


DP&L filed an amended application on October 11, 2016, withdrawing its Reliable
Electricity Rider (RER) request. Instead, it is now seeking a Distribution
Modernization Rider (DMR) for a term of seven years to recover $145 million per
year from customers.
3
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A Distribution Investment Rider and a Clean Energy Rider are also being sought.



A hearing is scheduled for December 5, 2016.

Statewide:


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.



Stakeholders await the PUCO’s decision.

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.)


OMA, OCC, Kroger, and Ohio Partners for Affordable Energy appealed a PUCO
order to the Ohio Supreme Court that permitted recovery from ratepayers for
environmental remediation costs associated with two former manufactured gas plant
sites.



The matter has been set for oral argument before the Court on February 28, 2017.

4
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Federal Actions

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.



OMAEG filed comments in support of the complaints.



FERC granted the complaints and held that no sales may be transacted under the
affiliate PPAs until FERC determines that the contracts are just, reasonable, and free
from affiliate abuse.



RESA, EPSA, Dynegy, and a few others filed a further protest against FirstEnergy’s
compliance filings, claiming that FirstEnergy’s virtual PPA raises problems that are
similar to the affiliate PPA. OMAEG filed comments in support of this protest.

676468-2

5
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Summary of PUCO’s Orders Permitting DP&L to Terminate its ESP 2
and Partially Revert Back to its ESP 1
On August 26, 2016, the PUCO issued orders authorizing DP&L to terminate its currently-effective
ESP 2 and partially revert back to the provisions from its previously-defunct ESP 1. The PUCO also recognized
that mercantile customers could benefit by shopping for all transmission services. The PUCO therefore
encouraged mercantile customers to work with Staff to determine an approach (under the reasonable
arrangement statute) for opting out of nonbypassable transmission charges imposed by DP&L thereby
authorizing customers to procure transmission services from competitive suppliers.
The PUCO’s orders follow from the Supreme Court of Ohio’s recent decision which reversed the
PUCO’s authorization of DP&L’s Service Stability Rider (SSR). The Court did not articulate a precise rationale
for its reversal; however, the context of the case made it plain that the decision was invalidating the SSR
because it enabled DP&L to recover transition revenue or its equivalent. In its request to terminate the ESP 2
and partially revert back to the ESP 1, DP&L claimed that the Court reversed the ESP 2 in its entirety. OMAEG
and others challenged DP&L’s expansive interpretation of the decision, claiming that the Court’s reversal was
limited to the SSR. But the PUCO agreed with DP&L. It also agreed with DP&L that any action by the PUCO
to effectuate the Court’s remand would be a modification to DP&L’s ESP 2, which would authorize DP&L to
terminate the ESP 2.
In conjunction with allowing DP&L to terminate the ESP 2, the PUCO allowed DP&L to partially
revert back to its ESP 1. Under Ohio law, if a utility terminates an ESP, the utility is authorized to continue the
provisions from its prior ESP with necessary fuel adjustments. OMAEG and others explained that DP&L’s
request violated this provision of Ohio law because DP&L’s request sought to blend ESP 1 and ESP 2
provisions together. The PUCO found that such blending was permissible under the circumstances. The PUCO
also permitted DP&L to resurrect its nonbypassable Rate Stability Charge (RSC). The RSC was originally
created to compensate DP&L for serving as a provider of last resort (POLR); however, POLR service is now
supplied by CRES participants through the competitive procurement process. Notwithstanding that the
justifications for compensating DP&L for POLR service no longer apply, the PUCO reasoned that DP&L still
maintains a long-term obligation to provide POLR service because there are no competitive procurements
scheduled after its current ESP (May 31, 2017).
On a positive note, although the PUCO authorized DP&L to collect the RSC instead of the unlawful
SSR, the RSC charge is less than the SSR charge. Additionally, the PUCO rejected DP&L’s request to collect a
bypassable Environmental Investment Rider (EIR) from ESP 1 that allowed DP&L to recover costs incurred to
comply with environmental regulations. The PUCO reasoned that the competitive procurement process no
longer justified cost recovery through the EIR.
Unless the orders are later modified, the partial reversion to ESP 1 will remain in effect until the PUCO
approves DP&L’s pending ESP 3 application.
The legal ramifications of the PUCO’s orders suggest that a utility has an everlasting right to terminate
an ESP following an adverse Court ruling even if, in the case of DP&L, the utility has been operating under and
collecting charges through the ESP for almost three years. This would seem to limit the value of challenging an
ESP-related PUCO decision to the Court. Following the PUCO’s logic, if a utility suffers an adverse ESPrelated ruling on appeal that benefits customers, the utility could then counteract the effects of the Court’s ruling
by simply requesting to terminate its current ESP and revert back to a prior ESP, or any combination thereof,
whichever is more favorable to the utility.
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October 12, 2016
Summary of PUCO Order on Rehearing of FirstEnergy PPA Case
Background
The PUCO issued an Order adopting FirstEnergy’s Stipulated ESP IV, with
modifications, on March 31, 2016. As part of the ESP IV Order, the PUCO approved a modified
version of FirstEnergy's purchase power agreement rider (PPA Rider). The Federal Energy
Regulatory PUCO (FERC) issued an order rescinding a waiver of FirstEnergy’s affiliate power
sales restrictions previously granted to FirstEnergy and its affiliates. On April 29 and May 2,
2016, several parties filed for rehearing of the PUCO’s ESP IV Order that approved the PPA
Rider, including FirstEnergy who proposed approval of a modified PPA Rider in light of the
FERC decision. The PUCO granted FirstEnergy’s rehearing request in order to hold another
hearing to take additional evidence on FirstEnergy’s proposed modifications to its PPA Rider.
On July 11, 2016, the rehearing commenced and included consideration of three proposals: 1)
FirstEnergy’s modified PPA Rider; 2) Staff’s proposed creation of a new rider to provide credit
support to FirstEnergy to bolster its financials (Rider DMR); and 3) FirstEnergy’s modifications
to Staff’s proposal.
Today, the PUCO issued a decision on the merits of the rehearing requests and the three
proposals before the PUCO to provide FirstEnergy with additional monies through a modified
PPA Rider or credit support rider (Rider DMR). A summary of the key elements of the decision
follows:
FirstEnergy’s Modified PPA Rider


The PUCO found that FirstEnergy’s modified PPA Rider proposal should not be adopted
as the proposal fails to include important benefits related to reliability, resource diversity,
and economic development.



In referencing the financial challenges currently facing FirstEnergy, the PUCO further
noted that FirstEnergy failed to demonstrate that it would be able to pay any of the
alleged credits to customers from the PPA Rider without impeding their ability to make
investments in their distribution systems and smart grid technology.

Staff’s Proposed Distribution Modernization Rider (Rider DMR)


The PUCO found that Rider DMR should be adopted and authorized FirstEnergy to
collect from customers $132.5 million per year, adjusted for recovery of taxes at the
federal corporate income tax rate, for a total of three years, with a possible extension for
two additional years. At the current tax rate, FirstEnergy is estimated to collect
approximately $204 million per year for three years with a possible extension of the
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Rider DMR for two more years. If FirstEnergy is authorized to collect the PUCO’s
approved rider amount for five years, FirstEnergy could collect from customers over $1
billion.


The PUCO conditioned recovery of revenue under Rider DMR upon three terms: (1)
retention of FirstEnergy’s corporate headquarters in Akron, Ohio; (2) prohibition of a
change in control of FirstEnergy; and (3) demonstration of sufficient progress in the
implementation and deployment of grid modernization programs as approved by the
PUCO at its sole discretion. However, the PUCO rejected Staff’s request to make Rider
DMR subject to refund if a condition is not met.



The rate design and allocation of Rider DMR will be based upon 50 percent energy and
50 percent demand, and it will be allocated between the operating companies based upon
50 percent energy and 50 percent demand. The rider rate will be updated annually with
no carrying costs.



Rider DMR revenues will be excluded from SEET calculations. The PUCO explained
that including the revenue in SEET would introduce an unnecessary element of risk to the
Companies and undermine the purpose of providing credit support for the Companies.



Although the PUCO did not place any restrictions or requirements on the use of Rider
DMR revenues to ensure that the revenues would be used to modernize the grid, the
PUCO stated that it will provide an incentive to FirstEnergy to focus its resources on grid
modernization and it will jump start FirstEnergy’s grid modernization plans.



The PUCO noted that Rider DMR will provide FirstEnergy with the credit support it
needs to ensure that it has access to the capital markets in order to invest in grid
distribution modernization.



Interestingly, the PUCO stated that it intends to undertake a detailed policy review of grid
modernization in the near future.

Other Modifications to the PUCO’s Previous Order approving the Stipulated ESP IV


Non-Market-Based Services Rider (Rider NMB): The PUCO noted that the Stipulated
ESP IV provides only one avenue for customer participation in the Rider NMB pilot
program and customers who may benefit from participation in the Rider NMB pilot
program should work with Staff and FirstEnergy to determine if participation is
appropriate and then file a reasonable arrangement application for permission to
participate in the Rider NMB pilot program, and the PUCO will determine if such
participation is in the public interest. The PUCO directed FirstEnergy and Staff to
continuously review the actual results of the Rider NMB pilot program and periodically
report findings to the PUCO.



Economic Load Response Rider (Rider ELR): The PUCO determined that the half of the
ELR credit ($5/kW-month credit) that was only collected from GS and GP customers
should be recovered by all customers. The PUCO directed FirstEnergy to include a new
provision within Rider EDR stating that recovery of the cost of the incremental increase
Confidential—Attorney-Client Privilege
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in the ELR credits should be recovered from all customers as a percentage of base
distribution revenue.


EE Issues: The PUCO clarified that while FirstEnergy may count savings under the
Customer Action Program and receive lost distribution revenue, FirstEnergy may not
receive shared savings for energy savings under the Customer Action Program. The
PUCO noted that it has never allowed shared savings for programs like the historic
mercantile customer program which involves no action by FirstEnergy to achieve the
energy savings. The PUCO also stayed the effective date of the increase in the shared
savings cap, stating that it is mindful of the increases in customer bills stemming from the
Stipulated ESP IV, as modified, and in the interest of gradualism, it will stay the increase
in the shared savings cap until such time as FirstEnergy is no longer receiving revenue
under Rider DMR.



Return on Equity for Grid Modernization: Given the approval of Rider DMR, the PUCO
eliminated the 50 basis point adder to the return on equity for investment made for grid
modernization in the Stipulated ESP IV as such incentive it is no longer necessary.



Renewable Commitment: The PUCO believes FirstEnergy’s renewable commitment is a
firm commitment. The PUCO stated that FirstEnergy will be required to demonstrate that
the procurement or construction of' renewable energy resources is in the public interest,
and any recovery of the costs of the programs will be subject to PUCO review and
approval, based upon whether any such costs are just and reasonable. The PUCO clarified
that costs incurred and revenues collected from the purchase and sale of the renewable
energy resources under the Stipulated ESP IV will be netted in the newly created Rider
ORR and will be subject to audit and review. The PUCO directed FirstEnergy to work
with Staff to determine whether the best use of ratepayer resources is to procure
renewable resources through bilateral contracts or to construct new resources in this state,
based upon the facts and circumstances at the time.



Increases in the Distribution Cost Recovery Rider and Distribution Rate Freeze: At the
end of the Stipulated ESP IV, the PUCO directed FirstEnergy to file a distribution rate
case as it will have been 17 years since its last distribution rate case.



FirstEnergy’s Unfettered Right to Withdraw: The PUCO clarified that FirstEnergy’s
filing of tariffs before the conclusion of the application for rehearing and appeals process
will be subject to the rehearing and appeal process and FirstEnergy will have the right to
withdraw from ESP IV, as modified, until the conclusion of that process. Thus,
FirstEnergy will have the right to withdraw from its ESP until a reasonable period of time
after a Supreme Court decision has been issued.
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Concurring Opinions


Chairman Haque Quotes:
o “The DMR's primary purpose is to ensure that FirstEnergy retains a certain level of
financial health and creditworthiness so that it can invest in future distribution
modernization endeavors.”
o “I have said on a number of occasions now, in a number of different venues, that the
Commission intends on having a very robust conversation about the future of the grid
and the electric industry. The Commission will evaluate FirstEnergy's grid
modernization plan after having that public conversation. It will then order the
Companies to implement certain endeavors to advance the electric industry in their
footprint for the betterment of their consumers and businesses. FirstEnergy will then
be able to recover for those endeavors under a traditional regulatory paradigm
through the Rider Advanced Metering Infrastructure (AMI).”
o “This is undoubtedly unconventional. Typical public utility regulation functions to
provide utilities with recovery and a return for expenditures made in
constructing/maintaining service. Rider DMR, however, will serve to provide
FirstEnergy with an infusion of capital so that it will be healthy enough to make these
modernization investments when called upon. After this initial infusion, again, Rider
AMI will function as the corresponding traditional regulatory mechanism, providing a
return for monies expended to construct/maintain service.”
o

“I am reluctant to throw darts and tie DMR recovery to certain grid modernization
endeavors without having the full and public conversation that I want to have, and
thus, Rider DMR may feel a bit premature. However, this case is before us today, and
now. I do not want to find ourselves in a position where we have developed a
trajectory for the future of the electric industry, only to be thwarted in the FirstEnergy
footprint due to a lack of available funds, or an exorbitant price tag resulting from the
parent company's lack of creditworthiness and corresponding difficulty in raising
frontend capital. As a condition to receiving revenues under Rider DMR, FirstEnergy
must comply with what the Commission orders in its grid modernization filing (in
tandem with maintaining FirstEnergy Corp.'s headquarters in Akron and not selling
the company). This is both a ‘carrot’ and ‘stick’ approach.”

o “The Commission does not intend to be, nor will it be, nor should it be the entire
solution for FirstEnergy's current financial difficulty. In fact, we calculated Rider
DMR to account for Ohio's share (22%) of FirstEnergy Corp.'s credit issues. The
Commission is an economic regulator. It is not a bank. It is not a trust fund. We
authorize rates and charges that come directly from the pockets of consumers and
businesses in this state. We have no rainy day fund to dip into.” “I do, however, want
our regulated utilities to be healthy so that they can invest in bettering the delivery of
services to consumers and businesses in the State of Ohio.”
o “I am not terribly concerned that we are setting dangerous precedent in this case by
providing recovery based mathematically upon the financial condition of a utility.
Other state public utility commissions have dealt with similar scenarios
California/PG&E - Texas/Oncor - New Hampshire/Public Service), and this
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Commission monitored closely the financial health of Columbia Gas of Ohio in the
early to mid 90's. Each of our electric utilities has, though, expressed its intent to
operate within a fully regulated paradigm. Regardless of how the utilities get to a
fully regulated world, this should result in more steady earnings and de-risking of
their books.”
o “Going forward, in the event that the Commission sees our regulated distribution
utilities suffer as a result of actions from parent companies or affiliates, the
Commission should very seriously consider ring-fencing the distribution utilities to
protect the State. That is, our regulated distribution utilities should not be utilized to
subsidize market difficulties, risky behavior, etc, associated with parent and affiliate
companies.”
o “Electricity is an essential good with a captive customer base. Our regulated
distribution utilities get a regulated rate of return for everything that they do. There is
no reason why these regulated distribution utilities should ever be in a position of true
financial harm whereby they can't make necessary investments to better the delivery
of power and innovate.”


Commissioner Slaby Quotes:
o “I place a significant value on the economic impact on the Companies' headquarters
remaining in Akron. The loss of a company of this size would have a significant
economic impact on both the local area and the entire northern portion of the State of
Ohio. Unfortunately, Akron, as well as other cities in Ohio, has seen the negative
economic impact of a loss of a major company. I have lived through the loss of
numerous rubber companies moving out of the Akron area. We projected at that time
that for every job lost in manufacturing, three to five support jobs were lost. This
meant that there was a substantial loss of small businesses, in addition to large
companies, that could no longer be supported. Therefore, unemployment went up and
population declined.”
o “This requires us to make every effort to balance the pressures of providing sufficient
revenues to the Companies, while keeping the cost to all classes of customers at a
minimum.” “We have to examine the impact any rate adjustment would have on all
classes of customers. Here again experts have differed. We must be cognizant that
high utility rates could have a significant impact of whether or not they stay in
business. Small to medium size businesses may be the incubators for job growth.
Therefore, we have to be aware of the precarious balance that is needed between the
residential consumer, as well as the needs of big and small business enterprises. In the
event the cost of doing business in a given area becomes too high because of utility
rates, businesses will not be able to survive. Likewise, there would be a disincentive
to locate in the area.”
o “I, therefore, am concerned that not adjusting Staff's recommendation up to 15
percent may place the company in jeopardy of being downgraded.”
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by : Clean Energy Future, LLC (CEF)
November 17, 2016












“Re-reg “ requires that all electricity ratepayers give up “customer choice” for their
electricity supplier ( with generation available from non-utility generators)
2016 poll shows ratepayers demand “customer choice” by a 5:1 margin (1)
“Re-reg” requires that any future gas-fired project can only be built by a
regulated utility entity
“Re-reg” is effectively a $ 29.4 Billion “subsidy” paid to the Ohio power utilities, by Ohio
customers
This $ 29.4 Billion amount comes from : subsidizing old coal $ 14.4 B ; plus mandatory
construction of new gas-fired plants by inefficient utilities $ 15.0 B
This level of “economic” millstone will have dramatic negative effects in Ohio :
- cause cost of goods to increase, for existing businesses
- act as a deterrent for new businesses looking to locate in Ohio
- rising product/services costs have to be met with other cost reductions (jobs)
- consumers spending more on electricity, have less disposable income for purchase
- this un-necessary economic burden acts as an automatic “brake” on the Ohio economy



Such a utility “Re-reg” proposal is driven by their known inability to compete in the existing
open-market environment
(1) “Ohio GOP voters Support Green Energy, Efficiency Programs and Customer Choice.” Sept. 21, 2016, The Plain Dealer.
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President, Clean Energy Future, LLC (CEF)



CEF is bringing private investment of $ 4.5 Billion into Ohio



Five (5) gas-fired projects in Ohio, with 4,505 MW capacity :
- Fremont : 710 MW (operating )
- Oregon-1 : 960 MW (in construction)
- Lordstown - 1 : 940 MW (in construction)
- Oregon-2 : 955 MW (advanced development)
- Lordstown-2 : 940 MW (advanced development)



Thirty-six (36) years experience in developing and building non-utility power projects



35 successful projects (14,350 MW), 97% gas-fired



Environmental/civil engineering background
◦
◦
◦



Cornell University – M.S. Engineering (Fellowship)
Northeastern University – M.B.A. Finance
Merrimack College – B.S. Engineering (cum laude)

Personally involved in development, financing and on-going management of power
projects
3

•
•

•

•

De-regulation of generation in Ohio started in 1999 - 2000
Ohio’s regulated utilities were compensated $ Billions, as Step -1 in de-regulation, for
“stranded assets”, to address their non-competitive power plants
Ohio became part of a 13-State PJM open-market based on competition to reduce :
- electricity capacity costs
- electricity energy costs
PJM (www.pjm.com) has 171,648 MW of capacity, approx. 18.4 % of total U.S. generation
capacity of 930,000 MW, and serving 61 million people

•

A highly functional PJM has consistently pushed DOWN the cost of generated electricity

•

Changing from a 16-yr free market power production system, back to a “re-regulated”
market would place $ B’s invested in Ohio, in financial jeopardy

4
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In the past, Ma Bell (regulated monopoly) was the only long distance provider,
making telephone use very costly
After telephone de-reg we have : Sprint, AT&T, Mobil 1, Verizon, etc.
De-regulation of the telephone industry has opened competition and driven long
distance rate, dramatically downward
At one time AEP, FE and DP&L were the only power generators/providers
(regulated monopolies)
Through a competitive PJM power market, the same electricity cost reduction
has occurred with power generation
Today, Independent Power Producers (IPPs) have entered the Ohio market and
provided Ohioans with low-cost, clean and reliable power

Consumer choice for power is alive and well in Ohio

5

•

T + D services remain under monopoly control by Ohio’s utilities

•

T + D economics are based on a cost plus “pass through” methodology

•

There is no incentive whatsoever to minimize T+D costs to Ohio’s
customers, in fact the opposite can be argued to be true

•

There is no competition or price control

•

History has shown that T + D costs have not decreased

6
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Gas/oil is being produced at record low costs via fracking technology



E/SE Ohio is the beneficiary of the large-scale Utica Shale formation











The Utica formation is just one of many U.S. formations such as Marcellus,
Barnett, etc.
South Point ( OH/PA/WVa) is now the lowest price point for U.S. natural gas .. .
. . trading at a discount to Henry Hub gas pricing, 12 months a year
Gas prices are so low in South Point that gas flows in Midwest gas pipelines are
being reversed, and gas is now flowing east to west
Low-cost, abundant local natural gas has been the “spark plug” for new IPP
power generation in Ohio
The presence of new gas turbine technology coupled with abundant, low-cost
gas have made vintage coal plants economically obsolete
7













A recent 2-year Univ. of WVa study (2) shows the Utica formation sized at 3,192
TCF (trillion cubic feet)
If every single U.S. power plant, or 810,000 MW demand (930,000 MW
capacity) ran on Utica gas . . . we have a near 80 year fuel supply
If every Ohio based MW of generation ( ie. 24,000 MW demand) ran on
Utica gas . . . we have a 2,660 year fuel supply
A local, low-cost supply of natural gas far exceeds gas demand making a
coal/gas price cross-over highly unlikely
Recently, at the PUCO PPA case, Ohio utility spokesmen have argued that coal
will somehow become more economical than shale gas . . . to justify a coal
plant subsidy, in the near term
FERC (via the recent Ohio PPA subsidy case) has thankfully rejected such a
view, because the facts do not substantiate such a position
(2) A Geologic Play Book for Utica Shale Appalachian Basin Exploration”; July 1, 2015; by WVa Univ. Research Corp.
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•

Laws of science and physics can not be denied :
- Coal : net heat rate 12,500 Btu/kwh, coal cost (3) $ 2.25/MMBtu, Var O+M $ 5.75/MWh
- Gas : net heat rate 6,500/kwh, gas cost $ 2.85/MMBtu, Var O+M $ 2.10/MWh

•

Cost of electrical energy is thus :
- Coal : $ 33.88/MWh (or 3.39 cents per kwh)
- Gas : $ 20.63/MWh (or 2.07 cents per kwh)

•

•

•

On-line real-time PJM data shows typical daily energy market prices in Ohio to be $ 25-28/MWh,
see www.pjm.com, data shortcuts, maps (LMP)
It’s only a difference of 1.3 cents/kwh, why worry about providing Ohio utilities a “subsidy” for coal
?
If all the remaining 9,933 MW of coal-fired Ohio generation (4) were provided a 1.3 cent/kwh
subsidy for 15 more years, ratepayers would be saddled with a over-charge of $ 14.4 Billion
(3) “AEP 2016 Fact Book, 51 st EEI Financial Conf. “ ; Phoenix, AZ; Nov. 6-9, 2016
(4) OH Coal Plants : FE 2,200 MW , AEP/JV 6,113 MW and DP+L/JV 1,620 MW

9








Remaining book values of coal-fired plants are still very high $ 850-900/kw (5)
A new gas-fired power project, with a high energy efficiency, can be built for about
the same $/kw capital cost
At a 50/50 utility debt/equity ratio, and knowing cost of capital dictates the capital
recovery needed
Coal-fired plants have very high Fixed O+M costs, driven by :
- large sized operating staffs, to manage coal systems
- added benefit costs for such a staff
- property tax payments
- insurance for physical plant and liability
- fixed maintenance plant costs, whether running or not
- fixed cost of coal inventory, even if not used
- fixed costs of maintaining ash disposal system





PJM ‘s Capacity Auctions (May of each year) dictate the value of capacity in Ohio
The most recent auction yielded a $ 100/MW-day capacity value
The high : (i) capital recovery needs and (ii) Fixed O+M of coal firing means OH
utilities will typically NOT clear the PJM Capacity Auction
(5) “AEP Takes $ 2.3 B Write-down of Coal Plants to Avoid Ohio’s Deregulation Debacle.” Nov. 1, 2016, Columbus Business First.
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Coal-fired plants emit nearly 100% more CO2 than equal sized modern gasfired plants
Emissions such as SOx, NOx and Particulate are magnitudes lower with gas
Coal stack emissions include airborne mercury deposited to local surface
waters
If a cooling tower is used, coal firing requires 300% as much water as gas
If once-through cooling in used for coal firing, 1,000,000,000 gal/day will be
heated per 1,000 MW plant
Ash ponds/landfills bring an added dimension of management risk, to protect
against leaching of hexavalent chromium to local groundwater
Coal plants can not be ramped up/down over short time periods making it
difficult to make money in a dynamic PJM energy market

11







A long ramp-up time means losing money to reach the targeted time of day
for profitability
A long ramp-down time means losing money to exit targeted time of
profitability
If the targeted time of profitability does not materialize (ie. incorrect
forecast), money is lost in all three phases : ramp up, run time and ramp
down

12
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•

•

•

•

Numerous large industrial manufacturing entities continue to push the
envelope of higher performance
Gas turbine technology is derived from the aerospace industry (jet engines)

The dominant large-scale power plant major equipment options are :
- Siemens : F-class and H-class GTs
- G.E : F-class and H .01 and H .02 GTs
- MHI : J-class and G-class GTs
Today’s gas-fired net heat rates are at 6,400-6,500 Btu/kwh (HHV) ; twice
as efficient as a coal plant

13

•

•

•

•

Ohio utilities can not shut down a coal plant until PJM has studied such an
action, to preserve system reliability for Ohio’s power consumers
PJM has approved the closing of 10,295 MWs of Ohio coal plants, and lists
them on the PJM web site (see Exhibit A)
Exhibit B illustrates that 3,877 MW of modern gas-fired projects are in
operation/construction and another 6,959 MW are in advanced
development (10,836 MW total)
Contrary to what has been stated by recent utility quotes, new modern gasfired generation is on pace to equally offset closed coal plants
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•

•

•

•

The IPP industry noticed this coal closure trend years ago
based on : (i) added cost to meet smoke stack clean up
regulations and (ii) the excessive cost of power production
from coal vs. gas
IPPs have moved into action without any need for Ohio
Legislation or OhioPUC consideration

IPPs have invested $ 4.0 Billion to date in Ohio, and are on a
path to invest an added $ 7.0 Billion, for those projects in
active development
Such IPP investment is occurring without any risk/recourse to
the Ohio ratepayer

15













Since their very beginning, utilities have been monopolies, that do
not compete and don’t know how to compete
Their world revolves around “cost plus” and “pass through”
economics
With a guaranteed rate of return on equity, it can be argued they
have an incentive to “gold plate” everything to increase BOTH the
rate base and their own profits
Hard current-day economic facts, known to the IPP industry and
EPC firms, point to utilities having a cost structure that is 30-40%
higher than the costs of the IPP sector
This first-hand knowledge comes from the grid interconnection
process that allows an IPP-based power project to connect to the
local utility grid . . . via the “self build” process
This fact is also evident by way of the many attempted utility gasfired projects that have failed in Ohio
16
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A cornerstone provision to “Re-reg” is that any new gas-fired project
can only be built by an Ohio regulated utility
It is likely that at least another 10,000 MW of new gas-fired
generation will be needed in Ohio, beyond the current 10,000 MW
build out
Knowing that a utility’s cost of construction and operations are at
least 35 % above the private sector, there is an implicit subsidy to
be paid :
- Construction costs ( + 35%) : $ 7.5 Billion
- Operating costs ( + 35%) :
$ 4.5 Billion
- Fuel costs ( + 5 %) :
$ 3.0 Billion
$ 15.0 Billion



Since new plants will be running for at least 40 years, the subsidy
attributed to these new 10,000 MW of plants is $ 15.0 Billion

17

•

Seek strategic utility partners to : sell to/merge with

•

Close and write-down ineffective generation facilities

•

Sell un-economical generation to others

•

Form an un-regulated affiliate (like AEP announced Nov. 2 nd to pursue
renewables) and start developing gas-fired generation tomorrow (6)

•

There is absolutely no need whatsoever to change State electricity regulations

•

Create partnerships with others (IPPs such as CEF) who have developed modern
gas-fired projects, vs. going it alone

•

Invest in gas infrastructure, vs. dismissing it, as Southern Co. has done (7)

•

Create cost saving measures to make T+D more economical
(6) “AEP Plans to Spend $ 1 Billion on Renewables.” Nov. 2, 2016, Columbus Business First.
(7) “Southern Co. Ups Bet on Natural Gas, Buying Pipeline for $ 1.5 B.” July 11, 2016, Atlanta Journal Constitution.
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The Owners of Lordstown IPP have a market capital 400% larger than
AEP, with far more gas-project experience, and participate locally
The IPP local involvement is quite significant :
- Improvements to local infrastructure (schools, roads, water supply and sewer services)
- Tax payments to local school district and community
- Salary and Project’s community income taxes enhance local budgets
- 750 - 1,000 union construction jobs over 2.5 years
- Contributions to local scholarship efforts
- 4-H Club of Trumbull Co.
- Women’s Auxiliary
- Lions Club
- Boy Scouts of Trumbull/Mahoning Counties
- Rescue Mission of Mahoning Co.
- Inspiring Minds youth program ( Deryck Toles – NFL)
- Integration of local H.S. and colleges into design and construction/operations of IPP plants
- Unique contributions for local special needs ( Lordstown H.S. sports uniforms)

19





OPSB permit process requires an independent economic “ripple effect”
analysis be completed, before a construction permit is issued
New IPP projects favorably impact many areas :
- local salary tax (construction and operation phases)
- local income tax on Project’s income
- State income tax (by new jobs and the Project itself)
- property tax
- water purchase
- sewer service purchase
- purchase of construction related goods/services
- 750 - 1,000 union construction jobs
- local gas transport service
- purchase of natural gas (from Ohio resources)
- new full time plant jobs
- local goods/services to support annual maintenance




Over a 40-yr period a single IPP plant has a $ 13.8 Billion impact
The 12 new IPP plants for Ohio will yield over $ 170 Billion of in-State value

20
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Oregon, OH is an energy center of Ohio : home of two (2) major
refineries and 2,000 MW of gas-fired power generation
The City Administrator, Michael J. Beazley, J.D. is intimately familiar
with all ranges of energy issues
Mr. Beazley also taught a course at the Univ. of Toledo designed to
illustrate how regulated utilities use their status/network to shape
business terms in Columbus, to meet their own financial needs
When asked about the latest proposed “Re-reg” pursuit by Ohio’s
power utilities he stated :
“ Within the last five years every single form of Ohio energy goods and services have
decreased in cost, except for two (2), monopolized electricity transmission and
distribution. Why would anyone support a legislative initiative that would place
electricity generation into the same environment, leading to its upward cost
spiral ?”

21











Without control of power generation, utilities fear a loss of income
potential
Reduced utility income, negatively impacts their stock price
Reduction in stock price negatively impacts compensation to
management
Monopoly (utility) managers are some of the highest paid in Ohio,
even though they have no competition . . page 23
Personal financial enhancement can be maintained/achieved via a
subsidy paid by others (ratepayers) .. . page 24
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Energy Market Update
November 2016

Electric Market Update
November 2016

Record High Natural Gas Demand

• Record gas demand April – Oct
• Hot summer drove power gen sector
• Sabine Pass LNG terminal opened with exports
• New pipes to Mexico opened
• Continued lower gas prices kept supply in check

2
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Electric Market Update
November 2016

Winter Outlook
• HDD above last year for back part of winter
• Still below 10 year average

• Asymmetry in market response, warmer vs.
hotter

3

Electric Market Update
November 2016

Nat Gas Storage
• Storage is fat even with increased demand
• 10 % warmer can set new 5 year max

• Strong correlation continues to exist between
storage and NYMEX

4
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Electric Market Update
November 2016

Natural Gas Shale Production
• Expectation is for $3 gas next year

• Shale now makes up about 50% of total gas
production

5

Electric Market Update
November 2016

Natural Gas Shale Production
• Shale production has decreased since January

• Production decrease is in Texas not Marcellus or
Utica

6
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Electric Market Update
November 2016

Coal vs. Natural Gas Prices
• NYMEX crept up to coal prices this summer but
is now back below by around $1.50/MMBtu
• When combined with the efficiencies of
technology natural gas generation is about 50%
lower to produce a MW than coal

7

Electric Market Update
November 2016

8
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Electric Market Update
November 2016

9

Electric Market Update
November 2016
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Natural Gas Update
OMA Energy Committee
Richard Ricks
NiSource
November 17, 2016

1

Agenda
• Weather & Outlook
• Gas Storage & Pricing
• Gas Demand, Production & Rig Counts
• Recent Developments
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Weather & Outlook

3

Average U.S. Temperature during October was 3.6°F above
20th Century Average

4
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Temperature Outlook – Nov, Dec, & Jan

5

It has been warm - Expected to continue
• October 2016 was 34% warmer than normal
• November 2016 MTD about 50% warmer

• What happened to the “La Nina” prediction for
this winter?
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Storage & Gas Pricing

7

Storage – Fullest Ever; Record Gas Power Burn
Working gas in storage was 3,963 BCF as of Friday, October 28, 2016, according to EIA estimates. This represents a net
increase of 54 BCF from the previous week. Stocks were 48 BCF higher than last year at this time and 173 BCF above the fiveyear average of 3,790 BCF. At 3,963 BCF, total working gas is above the five-year historical range.
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NYMEX Prompt Month Settlement – 5 Years

9

NYMEX Prompt Month Settlement History
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NYMEX Term Pricing – November 11, 2016
TERM

PRICE 8-22-16

PRICE 11-11-16

3 month

$2.66

$2.72 (+$0.06)

6 month

$2.89

$2.80 (-$0.09)

12 month

$2.92

$2.86 (-$0.06)

18 month

$2.98

$2.91 (-$0.07)

11

Select Hub Pricing
November 11, 2016
HUB LOCATION

8-22-16

11-11-16

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

$2.64
$2.53
$2.60
$1.20
$1.27
$1.18

$2.07
$1.92
$2.06
$1.73
$1.89
$1.70

(-$0.57)
(-$0.61)
(-$0.54)
(+$0.53)
(+$0.62)
(+$0.52)

Dominion, TCO, TETCO, & TGP pricing is Marcellus Area
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NYMEX Futures Settlement

13

Demand, Production & Rig Count
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Gas Demand Changes – Electric Gen & LNG

15

Record Natural Gas Electric Generation Demand
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Electric Gas Generation Capacity Additions

17

LNG Exports have begun in 2016
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U.S. Nat Gas Production

19

U.S. Shale Gas Production
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Recent Rig Count & Oil Price

21

2016 World Wide Rig Count
BAKER HUGHES INCORPORATED
WORLDWIDE RIG COUNT
2016

Latin America

Europe

Africa

Middle East

Asia Pacific

Total Intl.

Canada

U.S.

Total World

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Avg.

243
237
218
203
188
178
186
187
189
183

108
107
96
90
95
91
94
96
92
87

94
88
91
90
91
87
82
81
77
77

407
404
397
384
391
389
390
379
386
391

193
182
183
179
190
182
186
194
190
182

1045
1018
985
946
955
927
938
937
934
920

192
211
88
41
42
63
94
129
141
156

654
532
478
437
408
417
449
481
509
544

1891
1761
1551
1424
1405
1407
1481
1547
1584
1620

201

96

86

392

186

961

116

491

1567

2015

Latin America

Europe

Africa

Middle East

Asia Pacific

Total Intl.

Canada

U.S.

Total World

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Avg.

351
355
351
325
327
314
313
319
321
294
284
270
319

128
133
135
119
116
113
108
109
109
108
108
114
117

132
132
125
120
100
103
94
96
96
93
90
91
106

415
415
407
410
398
401
391
393
396
403
419
422
406

232
240
233
228
217
215
212
220
218
213
208
198
220

1258
1275
1251
1202
1158
1146
1118
1137
1140
1111
1109
1095
1167

368
363
196
90
80
129
183
206
183
184
178
160
193

1683
1348
1110
976
889
861
866
883
848
791
760
714
977

3309
2986
2557
2268
2127
2136
2167
2226
2171
2086
2047
1969
2337
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Dramatic Rig Count Reductions

23

Recent Developments
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A New Political Landscape
• Republican controlled White House, Senate, &
House
• Potential changes in Regulatory & Environmental
direction?
• Potentially less hurdles in energy related
infrastructure developments?
• Potential energy production increases; Continued
low energy price environment?

25

Thank You
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