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Sub. House Bill 317 
Proponent Testimony of Mike Kurtz 
On Behalf of the Ohio Energy Group 

Before the House Public Utilities Committee 
April 6, 2022 

Chairman Hoops, Ranking Member Smith, Vice Chair Ray, and fellow distinguished 

Members of the House Public Utilities Committee, I am here today to give Proponent testimony 

regarding Sub. H.B. 317. 

My name is Mike Kurtz and I am General Counsel for the Ohio Energy Group (OEG).  

OEG is a trade organization formed in 2003 by large energy-intensive industrial companies with 

one or more plants in Ohio to promote low-cost, reliable electric power.  Our 28 members1  spend 

more than $1 billion annually on gas and electricity and we provide more than 55,000 good 

paying direct jobs in Ohio. 

OEG supports Sub. H.B. 317 because it is a significant improvement for consumers 

compared to the status quo, and is reasonable to Ohio’s investor-owned electric utilities.  OEG 

views Ohio’s electric utilities as important suppliers of an essential service.  We want and need 

financially healthy utilities.  This legislation is good policy and a productive next step in the 

evolution of Ohio’s electricity market. 

 
1 Current OEG membership:  Air Products and Chemicals, Inc., Amsted Rail Company, Inc., ArcelorMittal, Cargill, 
Incorporated, Charter Steel, Cleveland-Cliffs Steel Corporation (fka AK Steel Corporation), Cleveland-Cliffs Steel 
LLC (fka ArcelorMittal USA), Cleveland-Cliffs, Inc. (IronWorks), Ford Motor Company, GE Aviation, General 
Motors LLC, Greif, Inc., Howmet Aerospace Inc., Johns Manville, JSW Steel USA, Inc., Martin Marietta Magnesia 
Specialties, LLC, Materion Corporation, Messer LLC, Molson Coors Beverage Company, Nature Fresh Farms USA 
LLC, North Star BlueScope Steel, LLC, POET Biorefining, Linde Inc. (fka Praxair), PTC Alliance Holding 
Corporation, Stellantis (fka Fiat Chrysler), Three Rivers Energy LLC, TimkenSteel Corporation and Worthington 
Industries.   
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The current Electric Security Plan (ESP) form of regulation was established in 2008.  

Most utilities are on ESP “Four” which terminate in 2024/2025.  With H.B. 317, the Legislature 

is in a position to reform and modernize the ESP law before new ESP “Fives” are filed.  The ESP 

law was implemented fourteen years ago to avoid the rate shock that was expected to occur as a 

result of the undeveloped competitive generation market.2  Since 2008, competition for 

generation supply has fully developed.  For example, in 2008 just 3.4% of the energy consumed 

by Duke’s Ohio customers was provided by competitive CRES providers.  By 2021, that CRES 

energy supply number increased to 80.7%.  The shopping statistics for AEP are even more stark.  

In 2008, 2009 and 2010, not a single AEP customer was shopping for competitive generation.  

All energy supply was provided by the utility.  By 2021, 75.7% of energy consumed in the AEP 

service territory was provided by CRES providers.3 

The 2008 ESP statute authorized a whole host of un-capped distribution riders that are 

no longer relevant, including: single issue ratemaking, revenue decoupling, lost revenue, shared 

savings, incentive ratemaking, and energy efficiency programs.  The new reality in the utility 

industry is EV charging infrastructure, cyber security and improving the resiliency of the grid to 

accommodate customers with sophisticated manufacturing processes that cannot afford even 

momentary interruptions, like Intel. 

A legislative update to accommodate the new realities facing Ohio is appropriate. 

 
2 Ohio Legislative Service Commission, “Snapshot History of Electric De-Regulation: Where did MROs and ESPs 
come from?”  Report attached as Attachment A.  “No fully competitive market at end of market development 
period (2005).”  “PUCO and utilities developed rate stabilization plans (not statutory) to prevent ‘sticker shock’ of 
full transition to market based pricing.”  “Plans were terminating at the end of 2008, yet still no retail market was 
in place to provide both reliable and affordable power.” 
3 Shopping statistics are provided by the Commission pursuant to RC 4935.01 and OAC 4901:5 and are attached 
as Attachment B. 
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Alternative Regulation Plans In HB 317 Are A Major Improvement To The Status 
Quo  

 Competition is 100% retained by HB 317.  Consumers who do not shop for competitive 

generation or are not part of a governmental aggregation program will continue to be 

served by their utility through PUCO-supervised competitive generation auctions.  These 

PUCO auctions very often produce the lowest and most stable pricing for residential and 

small business consumers.  In addition, all consumers retain the right to shop for 

competitive generation. 

 HB 317 prohibits utility ownership of new power plants.  There is no change to OVEC, 

including the consumer price caps. 

 The types of distribution riders that can be approved are more limited than in current law, 

and importantly are capped.  Distribution rider rate increases for EV infrastructure, cyber 

security, battery storage and reliability upgrades are capped at 3% per year or the CPI rate 

of inflation (but can be lower if the PUCO authorizes less new investment).  Under the 

current ESP statute, there is no cap on riders.  Based on AEP’s 2020 financial information 

(total distribution revenue of approximately $1 Billion), a 3% cap would have resulted in 

riders of just over $120 million per year after four years.  By contrast, in 2020 AEP had 

ESP distribution riders of $418.9 million.4 

 All utilities are required to file base rate cases every five years. While long and costly, 

periodic base rate cases ensure that the utilities are only earning a just and reasonable 

return on their invested equity capital, and that rates to consumers are correspondingly 

just and reasonable.  Mandatory rate cases at least every five years is a balanced approach 

since the utilities retain the right to file their own rate cases when needed to maintain a 

reasonable profit margin. 

 
4 The relevant pages from the PUCO Staff Report in AEP’s most recent distribution rate case is attached as 
Attachment C. (Case No. 20-585-EL-AIR).  The $418.9 million in Riders were: Energy Efficiency $98.1 million, 
Enhanced Service Reliability $21.7 million, GridSmart $35.2 million, Distribution Investment $244.5 million, 
Decoupling $13.6 million and Smart City $5.8 million.  In 2020, AEP also provided consumers with a refund of 
$54.9 million through its Tax Savings Credit Rider.  
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 The FirstEnergy utilities are required to file distribution rate cases within six months of 

the effective date of the new legislation.  While there is no guarantee (especially with 

recent increases in inflation and interest rates), mandatory rate cases are expected to 

result in distribution rate reductions for FirstEnergy’s two million residential and small 

business customers.  For example, in 2021 Ohio Edison earned a 17.26% after-tax return 

on equity5, whereas currently authorized returns are in the 10% range. 

 Requires annual “mini” rate cases where utility earnings from the prior year which are 

250 basis points or more than the most recently authorized return on equity must be 

refunded.  These annual mini rate cases are a statutory exception to the Keco rule against 

retroactive ratemaking and therefore provide a significant consumer protection.  Even 

under the more lenient Significantly Excessive Earnings Test (SEET) included in current 

law, the PUCO recently ordered FirstEnergy to provide consumers with a $306 million 

SEET refund over four years (2022-2025).  

 Transmission costs will continue to be recovered through annually adjusted riders.  

Transmission costs are set by FERC and PJM and while each state is free to set its own 

method of cost recovery (base rates or rider), no state has authority to cap those costs 

under the doctrine of federal preemption and the Supremacy Clause.6 

 PUCO authority to approve cost-effective economic development and interruptible 

programs is maintained.  The utility earns no profit on these programs and the costs are 

not subject to the cap of 3% or the CPI rate of inflation.  This is an important tool as Ohio 

competes with other states for attracting and maintaining energy intensive 

manufacturers.   

 Utilities can no longer “veto” PUCO modifications to ESP rate plans.  Approval authority 

for new Alternative Regulation Plans rests with the Commission. 

 
5 The relevant 2021 earnings information from S&P Global is attached as Attachment D.  The 17.26% ROE for 
2021 is on a per-books basis with no ratemaking adjustments. 
6 See Nantahala Power and Light Co. v. Thornburg, 476 U.S. 953 (1986). 
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 By accelerating the pace of Commission and Court review of rate orders, the risk that 

consumers will be subject to non-refundable unlawful charges under Keco is reduced.   

 Cash payments and side deals to induce the settlement of electric rate proceedings before 

the Commission are prohibited.  This will further the Commission’s important ongoing 

efforts to enhance public trust in the integrity of the ratemaking process. 

Thank you for the opportunity to testify. 
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ATTACHMENT C



Work Pope; Reference Ito(s)’
Schedule C-2l, C-3, C-I

OHIO POWER COMPANY
Case No. 20.585-EL.AIR

Jurisd:cttonal Adjusted Tess Year Nec Electric Operating Income (NEOI)
Test Year: Twelve Mocirlis Ended Noveml,er 30, 2020

($000)

Schedule C-?
Page 1 of?

8
a

10
It
12
(3
14
Is
IS
Il
18
19
20
21
22
23
24
25
26
21
28

OPERATING REVENUES
Base Re,enues
Font Re.enues
Other Operal’rig Recrc’es

Tote’ Operat.;ig Revec, lea

OPERATING EXPENSES
Cperalccn and Maintenance Eçwnses

Productor Exoe-nsss
Fuel and Purchased Po,er
Other

T012 Production Expenses
T,ansmission Expense
Distnbul.or, Expense
Customer Accounts Expnr;see
Customer Service & Inlormalion Expense
Sales Expense
Admircistralive & Genera] Expense

Total Operofing and hlainteriance Expense
Depreciation and Amorlizatcon Expenses

Deprecialion
Amort & QepI of LItihIy Plant
Anton of Utility Plant Acq Ad]
Net Annorlizalionc of RegLlIator/ Credilsloebits

Total Depreciation and Anilz Expenses
Taxes Other Than ]nconre Taxes

$ 1,202,501
0

.18 091
.266695

16,081
643,75

85,553
28,213

0
113)

213.653
370,166

$ 615,630
0

41.701
551331

55,122
21,544

0
0

1/6,966
20,319

(A)

2

5
6

EINC UNADJUSTED ADJUSTED

fV
DESCRIPTION REVENUES & ADJUSTMENTS REVENUES &

‘
EXPENSES EXPENSES

(B) (C) (B) (E)

S 586.5/I)
0

393]

0 0 0
o

_______

o
o o 0
O 0

183,10
78,153

106,086
684

(51.611)
(105,236)
(98,154)

(180)

131499
13,511
6,932

505
3,415) 72,656

(250.595) 285120

(30,131)
(6,6/0)

0
If

136,68/I
(168,81/1

TOTAL OPERATING EXPFNSL 6EFOPE INCOME TPES 1.12/,534 (40,l79) 663,1106

89



Work Papa’ Retetence No(s):

OHO POWER COMPANY
Case No. 20-585-EL-AIR

Adjusted Teal Year Net [lecr,ic Opera.ng Income NEDI)
Test Yen: Twelve Months Ended Noverbrr 30, 2020

(5000)

Scltodule 0-2
Page 2 ci 2

29 4ECI BEFORE NCOME TAXES
30
31 Income Taxes-SI i:e ard Local
32 Current
33 Prooiston for Ooterred Income Taxes
34 Total Slate & Local Income Taxes
36 ncome Taxes-°eera
36 CLwrent
37 P,o..s a’ for Defe’re-d Income Taxes
38 Da’erred l,vestrnent Tax Cred t

39 Total Federa’ Income Taxes
40
41 Total Operating Expanses

43 Net Electric OpeIalIg Income

IC) (U) IL)
123161 (122.2361 926

(Il) (1.200) (1,361)
262 564 816
191 (7261 (535)

(2,293) (4U.tS) (2A-t-1)
26,394 (3.72/) 2t .656

(3 0 (3)
23.098 143 8/Al ‘20 780)

150,822 (58./33) 642039

$ 99.8/3 5 (77.6311 S 22,242

UNADJUSTED ADJUSTED ILINE
DESCR:PTION REVENUES & ADJUSTMENTS REVENUES & I

ND
EXPENSES EXPENSES I

(A) (8)

90
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ATTACHMENT B



Ohio Edison Company I Financial Highlights https://www.capltallq.spglobal.com/SNL..Scrvices.Export.Servicefv2/...

Ohio Edison Company I Financial Highlights

(Ml KEY: 4014480; SPCIQ KEY: 844756)

Source: SNL Financial
Period Category: custom
Period Type: custom
Reporting Basis: custom
Sort Order: custom
Currency: Reported currency
Magnitude: Thousands (K)

SNL FINANCIAL 2021 FQ4 LTM

current/Restated

Fiscal Period Ended 12/31/2021

Period Restated? No

Restatement Dale NA

Accounting Principle U S GAAP

Financials Reported currency code USD

Balance Sheet Highlights ($000)

current Assets 373,000

Net PP&E 3325000

Total Assets 3.936.000

Non-current Long-term Debt 855,000

Total Equity 1361000

Total capitalization, at Book Value 2,377.000

Income Statement Highlights ($000)

Energy Operating Revenue 1,671,000

Operating Expense 1,391000

Recurring EBITDA 521,000

Recurring EBIT 377,000

Net Income before Taxes 310,000

Net Income before Extra 247,000

Net Income 247,000

Reported Net Operating Income 280,000

Cash Flow Statement Highlights ($000)

cash Flow from Operating Activities 533,000

Cash Flow from Investing Activities (330000)

cash Flow from Financing Activities (625000)

Other Cash Flow 0
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SNL FINANCIAL 2021 FQ4 LTM

Net Increase in Cash and Cash Equivalents (422:000)

Operating Free Cash Flow 259000

Balance Sheet Ratios! Capital (%)
Total Equity! Total Assets 34:58

Working Capital ($000) (93000)

Long-term Debt! Book Capital 35.97

DebL Book Capitalization 42:74

Total Debt! Total Equity 0:75

Preferred Inci. Mezzanine! Book-Value Capital 0:00

Income Statement Ratios (%)
Recurring Revenue Growth 10:71

Net Income Growth 0:00

EPS after Extra Growth NA

Dividend Payout Ratio NA

Electric Revenue! Operating Revenue 10000

Gas Revenue! Operating Revenue 0:00

Operations & Maintenance! Operating Expense 4249

Electric Generation! Operating Expense 21:57

Gas Cost! Operating Expense 0:00

Operating D&A! Operating Expense 20.06

Profitability Ratios (%)

ROM 6.26

ROAE 17.26

ROACE 17.26

Liquidity Ratios (x)

Pre-tax Interest Coverage ExcL AFUDC 4.18

Pre-tax Interest and Pfd Coverage ExcI. AFUDC 4.18

Adjusted Cash Flow Coverage 7.69

Recurring EBITOA! Adjusted Interest & Preferred 7.78

Rprtd: Fixed Charge Ratio NA

Adjusted Operating Cash Flow! Capital Expenditures (%) (38.72)

Per Share Information ($)
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SNL FINANCIAL 2021 F04 LTM

Common Shares Outstanding (actual) NA

Avg Diluted Shares (actual) NA

Basic Book Value per Share NA

Basic Tangible Book Value per Share NA

Price/ Operating Cash Flow NA

Common Dividends Declared per Share NA

Basic EPS after Extra NA

Diluted EPS after Extraordinary NA

S&P Giobal Market Intelligence uses a variety of sources to retrieve financial information for each company we cover For Energy
companies. S&P Global Market Intelligence mines data from documents filed by the company. surveys, and other sources of public
info Ima lion.
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