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Chairman Chavez, Vice Chairman Landis, Ranking Member Smith, and members of the Senate Energy 
Committee, thank you for the opportunity to provide written proponent testimony on Substitute Senate 
Bill 2 (Sub. SB 2).  
 
The Alliance for Energy Choice is an Ohio non-profit corporation that seeks to promote fairness and 
competition in electric utility service. The Alliance advocates for free-market solutions that will ensure 
an adequate and fairly priced supply of electric power to Ohio’s residents, businesses, and industries. 
The Alliance also advocates for policies that do not favor one supplier or one form of energy over 
another.  
 
Members of the Alliance strongly support the intent of Sub. SB 2 as it seeks to update Ohio’s electric 
regulatory laws to make them more reflective of the current market environment. EliminaLng Electric 
Security Plans (ESPs) and requiring Market-Rate Offers (MROs) is a simple, straighOorward, market-
based approach to procuring the Standard Service Offer (SSO) supply for EDUs and provides for a more 
comprehensive review of non-supply related charges – more commonly known as riders – via tradiLonal 
distribuLon rate cases.  
 
Ohio’s transiLon to a compeLLve retail electricity market has been a successful one and the benefits of 
it are well-documented. Chiefly, the state’s ratepayers have saved billions of dollars since the Ohio 
Legislature restructured the market with Senate Bill 3 in 1999. The state’s compeLLve retail electricity 
market has also given rise to significant new generaLon investments in our state, as well as in innovaLve 
new energy technologies and services. These addiLonal benefits conLnue to aXract new business 
investment, sLmulate economic growth, and spur job creaLon in mulLple sectors all over the state. 
 
However, certain ratemaking provisions that were later enacted in 2008 as part of Senate Bill 221 (SB 
221) are sLll in current law; they are anL-compeLLve and bad for Ohio ratepayers. Our membership is 
encouraged that Sub. SB 2 proposes to eliminate the most anL-compeLLve and anL-ratepayer of these 
provisions – ESPs – and requires that MROs be the only means of procuring the SSO supply, as doing so 
will finally remove the ability for limitless, unrelated customer charges to conLnually be levied on 
customer bills. Doing so will properly rebalance the interests of Ohio’s Electric DistribuLon ULliLes 
(EDUs), other market parLcipants, and the state’s ratepayers, thus furthering the state’s successful 
transiLon to a more fully compeLLve retail electricity market. What is more, ESPs are an outdated 
regulatory tool no longer needed now that the EDUs have moved into compliance with the 
requirements of Ohio law by divesLng their generaLon assets. 
 
Lower average electricity prices should translate to lower electric bills on average for Ohio families and 
businesses, but the ESP statute has Lme and again led to rouLne rate increases for the EDUs. This 
results in ratepayers having to pay more than they otherwise would be for their electricity. Ohio’s 
experience has demonstrated that rider a`er rider has been conLnually layered onto Ohio ratepayers’ 
electric bills to the point where the retail price they pay is no longer reflecLve of the true cost of 
delivering electricity to homes and businesses in Ohio. This legislaLon is a major step toward limiLng the 



EDUs’ ability to rouLnely adjust the rates paid by consumers of all types, while also helping to stabilize 
the price that ratepayers pay for electric uLlity service. 
 
ESPs, which were iniLally touted as mechanisms that would protect ratepayers from significant rate 
increases, have resulted in the exact opposite. EDUs now charge customers prices for electricity 
generaLon that do not reflect their costs as the process allows them to raise rates on favorable terms.  
 
DistribuLon rate cases, however, ensure that all potenLal rate increases are properly scruLnized as a 
cost-benefit analysis is conducted during those proceedings on behalf of ratepayers as to the merit of 
potenLal future rate increases. The only true manner in which to ensure that ratepayers are being fairly 
charged for the provision of safe, reliable, adequate electric uLlity service is through conducLng regular 
distribuLon rate cases, which would be the result of enacLng this legislaLon. 
 
The ESP process has effecLvely become a recurring seXlement negoLaLon between various interested 
parLes and PUCO Staff where they consider a wide range of proposals and their associated costs on a 
one-off basis. Many of the proposals have absolutely nothing to do with securing the lowest compeLLve 
market price available for SSO supply and are well outside the statutory framework established by SB 
221. What is more, SB 221 explicitly gave the EDUs veto authority over the ESP process, whereby they 
can unilaterally withdraw any ESP with which they are not saLsfied. It is unconscionable that a regulated 
enLty has the express legal means to overrule its regulator to the detriment of Ohio customers and all 
other parLes that have standing in rate maXers before the PUCO. This is not possible under an MRO 
construct, thus removing a gaping loophole in Ohio law.     
 
Consequently, rather than a clean, straighOorward, market-based approach to securing reliable electric 
service for SSO ratepayers, the ESP process is instead a muddled conglomeraLon of distribuLon and 
supply related costs, and other unrelated proposals, all of which are to the benefit of the EDU. The right 
mechanism for dealing with non-supply issues is a distribuLon rate case where the proper level of 
examinaLon is given to all EDU costs associated with the distribuLon rates that will ulLmately be borne 
by ratepayers. This is the longstanding means of ensuring EDUs earn an adequate return for necessary 
investments in their systems that are just and reasonable. 
 
Moreover, EDUs will more closely monitor their expenses when they are required to jusLfy them on a 
regular basis as opposed to conLnually avoiding distribuLon rate cases for long periods of Lme. Also, 
EDU cost structures by necessity will have to become more efficient and reflecLve of their current 
posture as they will no longer receive near automaLc adjustments to their various riders through the 
ESP process. The distorLon of the ESP process to add literally dozens of riders to ratepayer bills has 
disguised the actual cost of providing the SSO and allowed the EDUs to avoid regular distribuLon rate 
cases for decades. This bill will correct that and provide transparency to consumers and regulators alike 
as to the actual cost of service.  
 
Rather than relying on riders, EDUs invesLng in grid modernizaLon and other system improvements  
would have every incenLve to file regular distribuLon rate cases to capture the value of and earn a 
return on those investments, while also being more transparent with ratepayers about the real impacts 
of those investments on their electric bills. The informaLon provided within a distribuLon rate case 
proceeding by the EDUs to the PUCO for evaluaLon and a determinaLon as to what is just and 
reasonable is completed using reasonably current informaLon for the Lme period in quesLon and thus, 
yields the most accurate, fair results for the EDUs and ratepayers alike. 
 



As the bill progresses forward, our group supports the following specific provisions: 
 

• Prohibiting EDUs from owning and operating an electric generating facility.  
• Prohibiting an EDU from using an electric energy storage system to participate in the wholesale 

market if the EDU purchased or acquired that system for distribution service.  
• Repealing the Ohio Valley Electric Corporation subsidies enacted in House Bill 6 (HB 6). 
• Repealing the utility scale solar subsidies enacted in HB 6. 
• Removing the Tangible Personal Property tax from electric generating facilities placed into 

service after the bill’s effective date. 
• Extending Ohio Power Siting Board (OPSB) oversight to supplemental electric transmission 

projects. 
• Requiring a Competitive Retail Electric Supplier (CRES) to provide the PUCO with reasonable 

financial assurances via performance bonds sufficient to protect customers and EDUs from 
default in order to be certified. 

• Requiring a Competitive Retail Natural Gas Supplier (CRNGS) to provide the PUCO with 
reasonable financial assurances sufficient to protect customers and Local Distribution 
Companies from default in order to be certified. 

• Requiring CRES and CRNGS to provide their customers with written notifications prior to a 
contract expiring and before a fixed rate converts to a variable rate. 

• Permitting consumer choice billing for CRES and CRNGS.  
• Permitting “seamless enrollments” for customers of CRES and CRNGS. 
• Creating a definition for “small commercial customer.” 
• Authorizing local governments to petition the Director of Development to designate a former 

brownfield or coal mine as a Priority Investment Area (PIA), within which property tax and siting 
incentives are provided to certain gas and EDU projects. 

• Requiring the OPSB to adopt rules providing for the accelerated review of certain gas and EDU 
projects located in a PIA. 

• Requiring the OPSB to issue a certificate of environmental compatibility and public need not 
later than 120 days after the application is filed.   

• Reducing the time within which the OPSB must hold a public hearing on a certificate application 
to not less than 45 days nor more than 60 days after receiving the application. 

• Modifying the definition of “self-generator” to include an entity that owns or hosts an electric 
generation facility on property the entity controls that is installed or operated by a third party. 

• Allowing for the creation of mercantile customer self-power systems, which provides electric 
generation to one or more mercantile customers. 

• Exempting a self-generator or mercantile customer self-power system from classification as an 
“electric light company.”    

 
Including the aforementioned provisions in the bill will drastically improve upon the status quo with 
respect to the state’s electric regulatory environment, and greatly enhance the pro-competition and 
pro-customer aspects of Ohio’s competitive retail electricity market. This will undoubtedly lead to more 
investment in Ohio’s energy sector, which will further enhance reliability and affordability for Ohio 
customers.  



Accordingly, the Alliance urges the Ohio House to act on behalf of Ohio’s ciLzens and businesses to pass 
Sub. SB 2. Making this long overdue fix will enhance the state’s compeLLve retail electricity market, 
level the playing field for other market parLcipants, and protect ratepayers from incurring any further 
unnecessary non-supply related charges.  
 
We appreciate this opportunity to submit written proponent testimony on Sub. SB 2. As always, please 
do not hesitate to contact us if you have any questions or would like further information regarding this 
document or the Alliance for Energy Choice.    
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The Alliance for Energy Choice membership currently includes Alpha Generation, Calpine, Constellation, Earthrise 

Energy, IGS Energy, LS Power, NRG, Rockland Capital, and Vistra. 


